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WASHINGTON, DC 20301-3000 

ACQUISITION 19 AUG 1991 

DP(DARS) 

MEMORANDUM FOR LTCOL MICHAEL RILEY, OASD(PA) (DFOI & SR) 

SUBJECT: DAR CASE 90-4?1, ACQUISITION OF UTILITIES SERVICES 

Attached is a matrix of 259respondents and public 
comments received from those respondents on the proposed rule 
of subject case published in the Federal Register on May 24, 
1991, (56FR 23982). This case involves revisions to DFARS 
Part 241. 

These comments are provided for the public's review or 
request for copies. Ou~ ca~~·manager is Mr. Charles W. Lloyd 
who may be contacted at (703) 697-7266. 

~E. Cte~ 
LINDA E. G~~E . · 
Deputy Director 

Defense Acquisition Regulations Council . 
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MEMORANDUM FOR LTCOL MICHAEL RILEY, OASD(PA) (DFOI & SR) 

SUBJECT: DAR CASE 90-4 71, ACQUISITION OF UTILITIES. SERVICES, 
ADDITIONAL PUBLIC COMMENTS 

Attached is a matrix of an addendum to a previously 
received public comment ahd three additional public comments 
received from respondents on ·the proposed rule of subject 
case published in the Federal Register on May 24, 1991 
(56FR23982) . This case involves revisions to DFARS Parts 
2.41. 

These comments are .provided for the public's review or 
request for copies. Our case manager is Mr .. Charles W. Lloyd 
who may be reached at 697-7266. 

~A(.&::;; 
Deputy Director 

Defense Acquisition Regulations Council 
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Ms. Beverly Fayson 
August 5, 1991 
Page 2 

Please do not hesitate· to contact me if you have -any questions about this· correction 
of our comments. 

HRS:ew 
Attachment 

cc: Mr. Charles Lloyd 
Defense Acquisition Regulatory System 
1211 South Fern Street 
Arlington, Virginia 22202 

Mr. Edward·H. Comer 
Edison Electric Institute 
701 Pennsylvania Avenue, N.W. 
Washington, D.C. 20004 

Very truly yours, 

!i1~~ 



c) .CP &L's planning personnel annually request specific information regarding 
the ten-year load 'forecasts for military bases. The possibility of several large 
military bases being able· to terminate service at the same time is likely to · 
make CP_&L's planning and load forecasting much more difficult, and in the 
long term this could increase CP &L's costs and potentially jeopardize reserve 
margins. 

RECOMMENDATIONS: 

1. Section 52.241-2(a) should be amended as follows (bold type represents language to be 
added): 

For the period (date) to (date), the Contractor agrees to furnish and the · 
Government agrees to purchase (spedfy type) utility services in accordance 
with the applicable tariff(s), rules~ and regulations as approved by the 
applicable governing regulatory body and as set forth in the contract. [Note·: 
The phrase "For the period (date) to (date)• may be deleted if an indefinite 
term is desired.] 

2. Section 52.241-2(b) should be deleted. 

- 4-



OP'I'ICII AT soe SOUTH t &TH 

PARK ELECTRIC CO-OPERATIVE, INC. 
P.o. aox •oa 

LIVINGSTON, MONTANA QJ-/3-2/oO 
81047 

July 22, 1991 
Rodney E. Siring 

MANAO&IIt 

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

Re:. FAR Case 91-13 

Gentlemen: 

We are just in receipt of a proposed rule on the acquisition 
of services from utilities (56 Federal Register 23982). 
Specifically, GSA is proposing at Section 41.007 (j) that 
the following lartguage be added to all contracts between 
·federal facilities and cooperative utilities: 

52.241-13 Capital Credits 

(b) Within 60 days after the close of the 
contractor's fiscal year, the contractor 
shall furnish to the COntracting Officer, 
in writing a list of accrued credits by 
contratt numb~r, 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. 

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

tie have concern with tho.se two paragraphs. I will try to 
enumerate our concerns below. 

1. A rural electric cooperative usually cannot provide 
capital credit information within 60 days. It 
takes more time than that to complete an audit and 
an audit is required before assigning capital 
credits. Rural Electric Cooperatives are governed 
by a set of By Laws and the Rural Electric Admin­
istration. The By Laws and agreement with REA does 
not allow Capital Credits to be returned in less 
than a 10 year cycle. 

• I '"' -· 7 



Park Electric Cooperative, Inc. -· -
August 2, 1991 
Page 2 

( 2) 

Furthermore, the accounting for capital credits 
takes significant time and, therefore, capitai 
credit assignment is usually made·sometime after 
the 60-day period. We recommend paragraph (b) be 
changed to r.ead "In accordance with the By-Laws of 
the cooperative, the Contractor· shall furnish to the 
Contracting Officer, or the designated represented 
of the Contracting Officer, in writing a list of 
accrued credits." · 

Rural electric cooperatives generally retain capital 
credits for a period of ten to forty years. Since 
funding from REA.is being reduced, rural. 
aie being cal~ed_upon to increase their equity 
positi_on. The only way to increase equity 
position is through retaining of capital credits. 
Furthermore, cooperatives do not know when capital 
cre~its will be refunded. It depends upon the 
financial strength of the utility. Your proposed 
wording in paragraph (b) indicates the Contractor 
shall state to the Government the date payment is to 
be made. As stated above, this is almost 
impossible. Furthermore, in paragraph (C) it. 
ind{cates that upon termination or expiration of the 
contract, the Contractor shall make payment-to the 
Government for.unpaid credits. This, as I state 
above, is al~ost impossible and should the rural 
electric make a special provision to the Government, 
it would be discrimin·atory and the rural electric 
would need to make payment to all customers. We 
recommend deletion of paragraph (c)·. 

I hope this information is valuable to you. If we can be of 
further assistance, please let us know. 

Sincerely, 

INC. 



DEPARTMENT OF THE TREASURY 
WASHINGTON 

AUG 21991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW, Room 4041 
Washington, D.C. 20405 
Attn: Mr. Edward Loeb 

Subject: FAR Case 91-13, Utility Services 

Dear Mr. Loeb: 

We have reviewed the proposed rule assigned subject FAR case 
'number. As a result of our review, we have several coDments 
which are set forth in the enclosure hereto. 

Please refer any questions to Barbara Marshall at (202) 566-8715. 

Enclosure 

s· cerel:A:y, . , _/ _ 
,1:/--. fo~ v._ • 

,, James J. Fisher 
Assistant Director for 
Procurement·Policy and Review 



ENCLOSURE 

COMMENTS REGARDING FAR CASE 91-13 

1. FAR Part 6.302~l(c) states that contracts awarded using this 
authority shall be supported by the written justifications and 
approvals described in FAR 6.303 and 6.304. FAR 5.202(a) (5) 
states the Contracting Officer need not submit the notice 
required by 5.201 when the contract action is for utility 
services other than telecommunications services and only one 
source is available. It is recommended that when it is common 
knowledge that the utility service is provided by. only one s.ource 
witin a state, that the Contracting Officer prepare a 
determination and finding to justify the exception to synopsizing 
for the file, and exempt the requirement from the formal sole 
.source justification requirement. 

2. Section 41.00J(b) has delegated authority to DOD and DOE to 
enter into utility service contracts for periods not exceeding 
ten years. If other agencies have a requirement for a contract 
exceeding one y$ar they must get a delegation of authority from 
GSA. Was the intent to give agencies blanket authority to 
contract for periods of one year and less? 

3. The concept of a delegated agency is a bit confusing, when 
read in the context of awards for utility services. It would 
appear that the difference between a delegated agency and a non­
delegated agency lies in the amount of oversight provided by GSA 
during the actual award process. For instance, 41.004-3(c) 
states that non-delegated agencies, unless performing their own 
review, must obtain GSA review and approval prior to award. 
Thus, it appears the delegation provides independence from GSA 
involvement during the acquisition process (although GSA will 
coriduct periodic overall reviews) unless a bilateral contract 
cannot be used. If this interpretation is correct, this GSA 
delegation appears to differ from other types of GSA delegations, 
ie., those under the Brooks Act, in which the deleqation provides 

.the procurement authority to a~quire the service or supply. In 
the case of utilities, it appears the delegation does not provide 
procurement authority, but rather removes GSA from oversight of 
the instant acquisition. Perhaps this area could be clarified. 

4. Section 4l.003(a)(3) cites various statutory authorities, 
including 42 u.s.c. 2204 regarding the authority provided to DOE 
~o enter into new. contracts for electric services for ·periods not 
exceeding 25 years for certain installations. It would appear 
that this authority takes precedence over that provided in 
paragraph (b) of this section which provides a ten year authority 
to DOE. Pel;'haps this area should be clarified. 

5. Section 4l.004-2(a) requires a market survey. What is the 
purpose of this if it is known that only one utility company can 
provide the service? 
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6. Section .41.004-2(c) requires agencies to submit a copy of the 
·letter of refusal, statements of the reason for the refusal, and 
the record of negotiations to GSA prior to acquiring utility 
services without executing a contract. The section does not 
require GSA t~ approve the action, .~ather it requires the agency 
to notify. Given this intent, why c_an•t the notification be 
given to GSA after execution of an agreement? 

7. Section 41.004-2(c) further states that after notifying GSA, 
· the agency may proceed with the acquistion and pay for the 

utility service by issuing a purchase order or by ordering the · 
utility· service a_nd paying for it upon the presentation of an 
invoice. Most accounting office payment systems will not pay 
invoices unless.they are properly completed with a contract or 
order number. In addition, Contracting Officers should not order 
services unless the . orderinq document includes the mechanism·· for 
payment, ie., where the invoice should be submitted, 

··appropriation codes, useagejconsumption, etc. Most agencies 
currently order utility services using some acceptable method. 
We·recommend that you .include in the regulations payment 

·procedures such as forms to use, etc., which will be accep~able 
to most accounting offices. 

a. Section 41.004-2(e) states if an agency cannot get the 
contractor to execute a contract., the determinations made and 
actions taken are only. qood for one year. It further adds that 
the agency must take action to execute a bilateral ·written 
agreement prior to the expiration of the one year period. What 
does this mean and what happens ·if this action is unsuccessful? 
If still unsuccessful after the one year period expires, does the 
agency have to do another _market survey and another solicitation? 
To annually issue a solicitation requesting a proposal from 
utility companies who have repeatedly refused to sign formal 
contracts seems unduly burdensome. If the concern is with buying 
utilities without an executed bilateral agreement,·the 
Contracting Officer could be required to make an annual 
determination on the possiblity of getting the contractor to 
execute a bilateral agreement. If nothing ha$ changed since the 
agreement was entered __ into or the last determination made,.the 
Contracting Officer should document the file accordingly and 
continue with the agreement. If the Contracting Officer has 
reason to believe the contractor will now sign a bilateral 
contract, one should be prepared for signature; however, new 
·solicitations .and market surveys should not be required. The 
determination ·of the Contracting Officer could be done 
concurrently with the ·required annual review. 



- 3 -

9. Clause 52.241-4, "Contractor's Facilities", paraqraph (d) 
should be writt~n to give the Government-the option of 
neqotiatinq to purchase the facilities rather havinq no option 
other than requirinq the contractor to restore the premises to 
their oriqirial condition. Fifth line of paraqraph (d), "revoke" 
should be chanqed to "invokes". 

10. Clause 52.241-1, paraqraph (d), first line should be changed 
. to "Any changes to agreed rates, terms or conditions ••• ". 



General Services Administration 
Office of Acquisition Policy 

Washi.ngton, DC 20405 

August 16, 1991 

MEMORANDUM FOR ALBERT A. VICCHIOLLA 
DIRECTOR 

FROM: 

SUBJECT: 

OFFICE OF FEDERAL ACQUISITION POLICY (VR) 

-_,-~-'~GS~ Nt~LI J 

Federal Acquisition Regulation (FAR) 
Acquisition of .Utility Services (FAA case 91-13) 

The General Services Administration (GSA)· supports your efforts 
to rewrite the FAR coverage dealing with the acquisition of 
utility service. The proposed new Part 41 represents a major 
improvement over the current coverage. GSA does, however, have a 
number of comments and recommendations for revision which we 
believe, if adopted, will improve the final product. Our 
comments and recommendations are attached for your consideration. 

If you hava·any questions regarding GSA's comments, .please 
contact me on 501-1224. 

Attachment 

. ~ . . 
Feoerai Recycling ~·ccram 11 .. P~1n:ec on ~ecvctec ;:,3Der - ~.. . 

At'" ' ,.. II'""'' 
·~~~---- -~ 



1. FAR 15.812-2 --Capitalize "P" in "Part 41." 

2. FAR 41.001 --In the definition of "Authorization," 
change "that areawide contract" to "an areawide contract." 

The definition of "Connection charge" should be revised to 
make it clear that the charges are in addition to the 
charges for monthly service. If the supplier's monthly 
service rates include the cost of connecting facilities, a 
connection charge would not be appropriate. GSA recommends 
the definition.be revised to read "Connection charge means 
and amount charged the Federal Government by the utility __ 
supplier, in addition to charges for monthly service, for 
special facilities on either one or both sides of a 
Government delivery po"int that are required to make 
connections with existing supplier facilities. The special 
facilities are installed, owned, operated, and maintained by 
the utility supplier. Connection charges may be made if the 
supplier's monthly service rates exclude the costs of these 
facilities (se~ Termination liablity)." 

In the definition of " Federal Power and Water Marketing 
Agency," change "supply·services to customers" to "supplies 
to customers." 

Revise the definition of ."Franchise .service territory" to 
shorten and clarify. Suggest revising to read as follows: 
"Franchise service territory means a defined geographical 
area that a utility supplier has been granted the right to 
serve." 

In the definition of "Intervention,u add the w6rd 
"executive" between "Federal" and "agencies." GSA's 
int~rverttion authority, aqd therefore the authority of 
agencies acting under delegations from GSA, is limited to 
representation of Federal executive agericies. 

Delete the words "or delivery points" from the definition of 
"Multiple service locations.• A delivery point is consider 
to be the point at which a meter is located at a service 
location. By contrast, a service location is the geographic 
location at which service is received. Several different 
delivery points may be designated at.a single service 
location. The portions of the proposed regulation that 
refer t6 "Multiple service locations" (FAR 4l.007(g) and 
52.241-lO) refer to different service locations throughout a 
supplier's service terr1tory rather than delivery points. 

Delete the words "delivery pcint(s)" from the definition of 
"separate contract" and substitute "service location(s)." 
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Also, suggest th~t consideration be given to adding "between 
a Government entity and a supplier" after "contract" and 
before the parenthesis. 

Other cust9mers may utilize connecting facilities. 
Therefore, in orQer to make it cl~ar that the Government is 
only liable for its proportionate share of the unrecovered 
con~ecting costs GSA recommends the definition of 
"Termination liability" be revised to read "Termination 
liabili"ty • • • supplier its proportioJtate share of any 
unrecovered net cost of su~plier provided connecting 
facilities in th$ •• ·• terminates a service contract. A 
termination liability may be in. conjunction with, or in ··lieu 
of, a ·connection charge (see connection charge)." 

The definition of "Utility service" should be amend~d to 
make it clear that natural ga·s purchased as a commodity at 
the wellhead is not a utility service subject to Part 41. 
GSA reco.mmends the insertion of a parethetical statement 
after "gas." The statement should read "(except when 
provided as a 'commodity at the wellhead)." 

The text of the regulation uses the· term "unpublished rate" 
but the term is not defined. GSA recommends the addition of 
a ·definition to.add clarity to the regulation. Suggest the 
following definition be added "Unpublished rate means a 
rate or tariff riot contained in a utility supplier's 
generally available list of published tariffs. A supplier's 
unpublished rates may only be available upon specific 
request concerning the availability-of such rates.•• 

3. FAR 41.002 -- Recommend that paragraph (a) be revised 
to delete "including connection charges arid termination 
liabilities." and substitute "including service connection." 
The current text suggests that connection charges and 
termination liabilities are services provided by th·e 
utility. 

Recommend that paragraph (b) ( 1) be revised to refer. to 
Subpart 17.5.instead of FAR 41.004-6. FAR 41.004-6 is 
unnecessary arid can be deleted completely. The reader 
should be refered directly to FAR 17.5 instead of to 
41.004-6 which simply refers the reader back to FAR 17.5. 

Paragra-ph (b){7) is not clear and its accuracy is 
questioned. First, the definition of a shared-savings 
project does not app~ar to be. complete or to accurately 
describe what is contemplated by the statute. GSA 
recommends it be revised to read "shared-savings project 
means a project ·in which in·which the Federal Government and 
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a private contractor agree and enter into a contract which 
provides that.the private contractor will finance and 

·perform energy conservation or load ma.nagement activities at 
a Federal fa~ility in return for a share of resulting 
savings to .the Governme-nt." Second, the reference to "any 
energy savings_or purchased utility services directly 
resulting from implementation of such measures" is not 
clear. GSA suggests you clearly state that contracts for 
utility service entere~ into by Federal agencies to service 
locations wh.ere shared-energy savings projects have been 
implemented may be entered into using the procedures in Par.t 
41. Finally, the reference to 25 years should be deleted. 
As written it is -.ore confusing than helpful. Contracts for 
shared-:-energy s·avings projects may be entered into for up to 
25·years. The term of the contracts for such projects has 
nothing to do with the term of utility service contracts 
that may be entered into to acquire utility service for 
locations that have implemented shared-energy savings 
projects. 

4. FAR 41.003 -- Agen~ies other than GSA, ·ooo, and DOE have 
authority to contract for utility service subject to ann~al 
appropriation limitations. For completeness and ciarify the 
a·uthori ty of other agencies should be mentioned. 

GSA recommends that the last two sentences of paragraph 
(a)(l) be revised to read "This authority encompasses 
related functions such as contracting for utility services 
for periods not to exceed 10 years, managing public utility 
services, and representing the Federal executive agencies in 
public utility proceedings before ·Federal and state 
regulatory bodies." 

Paragraph (b) should be revised to refer to "connection 
services" not "connection charges." Contracts are entered 
into for servi.ces not charges. Suggest rewording to read 
"GSA has delegated its auth6rity to enter into contracts for 
utility services (including service connections) for periods 
••• and for connection services only to the Department of 
Veterans Affairs." · 

5. FAR 41.004~1 -- The reference to 41.004-6 in paragraph 
(d) (3) (ii) should be deleted. As noted earlier, FAR 
41.004-6 is not needed and only serves to take the reader to 
41. 004~6 for the purpose of being re_~erred back to FAR 17.5. 

~ 

GSA recommends that paragraph (e) be revised to (1) 
eliminate the double negative, and (2) delete reference to 
"market survey" because the use of the. term is inconsistent 

.with FA.~ 7.101. Suggest the paragraph be revised to read 
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•(e) Prior to ••• with the advice of legal counsel, through 
discussions _with available suppliers and other appropriate 
means, that such competition is consistent with state law 
and requlations, state territorial "agreements, and state 
utility commissio~ rulings that govern the provision of 
electric se·rvice. Proposals from ••• in a manner consistent 
with ••• • 

6. FAR 41.0.04-2 -- Capitalize "p• in •part• in paragraph 
(a) for consistency with the rest of the FAR. 

Suggest paragt;aph (b) be revised to read •As part of the 
-procurement process, the contracting officer shall consider, 
. in addition to alt.ernative competitive sources, use of the 
foilowing method$:• The reference to market survey seems 
inappropriate in light of the items listed. · 

Paragraph (b)(3) should be revised to delete reference to 
41. o·o4-6 and substitute FAR 17.5. As noted earlier I FAR 
41.004-6 is not neede·d and should be deleted. · · 

Pargraph (c) should be amended to delete the reference to a 
"corporate officer" and substitute a •responsible official". 
Not all utilities are corporations. 

Paragraph (c)(l) should be deleted in its entirety. 
Instructing eontracting personnel to issue a purchase order 
in accordance with 13.5 cre.ates more questions and problems 
than it solves. A purchase order is an offer by the 
Government and becomes a binding contract as soon as the 
supplier acknowledges receipt of the order or provides the 
service. ·Trying to use a purchase order, which becomes a 
contract as soon as the utility supplies service, in 
situations where a utility has expressly refused to accept a 
Government contract with the same terms and conditions that 
are: on the back of the purchase order is questionable and 
confusing to contracting personnel. Secondly, limiting its 
use to the smail purchase limitation means it is of little 
utility_anyway. Paragraph (c)(2) should be revised to 
delete •formal contract" and substitute •written contract• 
and to delete the reference to issuance of a purchase order. 

Paragraph (d) should be revised to read •When obtaining 
service without a written contract, the contracting officer 
shall --establish -a utility history file. This utili"ty 
history file shall contain, in addition to applicable 
documents described in 4.803, the following:" 
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Reference in paragraph (d)(2) to "a corporate officer" 
should be replaced with a reference to "a responsible· 
official" for the reason stated·earlier. 

Paragraph (d) (4) should be amended to refer to both 
connection charges and termination liabilities. Suggest it 
be revised .to read "Historical record of ••• connection 
charges and/or te-rmination liabilities." 

GSA recommends that paragraph (e) be revised to delete the 
re~erence ·to •on~ year• and substit~te "three years•. 
Efforts by a contracting officer to obtain a bilaterally 
executed contract s_o soon ~fter a definite and final refusal 
by the utility, if one is given, are unlikely to be 
successful. Use of contracting officers time for such an 
effort i~ not consider~d to b~ efficient. A three year 
period allows t-ime for a change "in supplier attitudes and is 
more likely to result in a s.uccessful agreement. 

7. FAR 41.004-:-3 -- Suggest that pa-ragraph (a) be revised 
to "'read ..... provide technical and acquisition assistance, 
including pre-award reviews (see 41.005), and will arrange 

" Also, delete the parenthetical st~tement at the end of 
the paragraph and add a parentheses to the last sentence 
just before the period. 

Qelete the phrase •or annual review" from paragarph (c)(l) 
because its use is out of context and not relevant. · The 
paragraph is discussing contracting for utility services and 
review of prospective contract documents. 

GSA recommends that paragraph (e). be revised to read "(e) 
Agency requests for review and approval, as described in 
paragraph (c) of this subsection, shall only apply to 
contracts considered by the requesting agency to be ready 
for award. Such requests shall contain the information 
required by 41.005 and shall be forwarded to GSA as early as 
possible, but not later than 20 calendar days prior to the 
date new services are to commence or expiration of an 

. existing contract. If GSA does not respond to the 
requesting agency within 20 working days after it receives a 
proposed utility service contract for review and approval 
(or within a lesser period if agreed· upon), the requesting 
agency may execute the contract without GSA approval." This 
change is recommended to make it clear that the 20 day 
deadline ap~lies orily to contract actions that are ready for 
award. If a contract action is incomplete and forwarded ·for 
GSA review, GSA's role is considered -an "assistance~ action 
as described in 41.004-J(f). 
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8. FAR 41.004-4 --Paragraph (b) should be revised to make 
it clear that both the supplier and the Government need to 

·sign the authorization form. · Suggest the paragraph be 
revised to read.~ ••• Upon bil~teral execution of an 
authorization by the contracting officer and the utility 
service supplier, the supplier is required to furnish the 
services specified therein, without ••• • 

The language contained in an areawi~e contract· specifies use 
of an Authorization Form as the ordering document without 
mention of the need for a SF-26. FAR 41.001 further defines 
an Authorization Form as the docume·nt used to order service 
unde·r an areawide contract· without mention of the need for 
any_ other forms. Accordingly, GSA recommends deletion of 
the requirement for a SF-26 in paragraph (c). The use of 
the SF 26 would·r~sult in a duplication of effort because 
all relevant entries on the SF 26 are also required on the 
Authorization Form. GSA has successfully used the· 
Authorization Form when ordering service from an areawide 
co~tract for years and sees no purpose to be served by 
adding a requirement for the SF-26. GSA suggest-s that 
paragraph (c) b_e revised to read "the bilaterally executed 
authorization under an areawide eontract shall include as 
attachments.any supplemental agreements between·the ordering 
agency and the c_ontractor on connection charges, special 
facilities, or service arrangements." 

Based on the preceding,comment paragraph (d) should also be 
revised to delete reference to the SF 26. 

9. FAR 41.004-5 -- Recommend paragraph (a) be revised to . 
(1) ~liminate reference to 41.004-6 consistent ~ith 
preceding comments, (2) recognize that a supplier may refuse 
a tendered ~ontract, (3) add a reference to 41.004-2 since 
it.specifies requireu.~ents not explicitly contained in the 
other references listed, and (4) omit the reference to 
41.004-3(d) because it relates to requests for pre-award· 
review authority, not contracting-requirements. Suggest the 
paragraph be revised to read as follows: • ••.• In the absence 
of ••• or interagen·cy agreement (see 17.5 for information on 
use· of interagency agreements), agencies shall acquire 

·utility services by separate contract, ·unless the supplier 
refuses, subj•ct to their contracting authority (see 
41.003), and the requirements and limitations of 41.004-1, 
41.004~2, 41.004-3(c) and 41.008.• 

Revise paragraph (b) to delete the phrase .. Subject to the 
~rocedures contained in 41.004-2," because is not a belp to 
the reader. The ref~renced section deals with documentation 
not procedures. · 
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Paragraph (b)(4) should be revised to refer to 
"subparagaraph" and ••subsection" instead of "paragraph" and 
"section" in order to conform with FAR 1.104-2. 

Paragraph (c) should refer to "41.005" instead of just 
paragraph ·(b). ·Also, the order of the FAR cites should be 
reversed to put·· them in the order that they appear in the 
regulation. 

10. FAR 41.004-6 -- For the reasons previously stated, this 
section should be deleted in its entirety. 

11. FAR 41.005 -- Recommend that paragraph (a) be amended 
(1) to add a parenthetical reference to 41~004-J(c) after 
•required", (2) to delete.of the phrase •sufficiently in 
advance of award to permit a complete review." because FAR 
41.004-J(e) which is referenced spells out the specific 
timeframes, and (3) to delete the reference to •assistance" 
in the second sentence because the section deals with 
pre-contract reviews not contracting assistance. 

Delete .language concerning connection charges from paragraph 
(b)(2) because iris repetitious of 4l.OOS(b)(7)(i) and 
therefore unnecessary. 

Revise subparagraph (b)(7)(i) to add a reference to tariff 
provisions or written policy of the supplier. Recommend 
revising t·o tead "Proposed refundable ••• and its rationale 
for the charge including applicable tariff provisions or 
written policy of the supplier:" 

GSA recommends that subparagraph (b)(7)(ii) be eliminated 
and that fanguage be included in the contr~ct to the effect 
that a connection charge to the Government shall not exceed 
charges to other customers for similar connection services. 
As written, this ~ection of the regulation probably 
constitutes an information collection subject to OMB · 
approval under the Paperwork Reduction Act. Such a course 
of act.ion would be consistent wi.th the treatment of other 
supplier charges. 

Delete the phrase •or suppliers" from the first sentence of 
paragraph (c). Also, recommend that subparagraph (c)(S) be 
revised to read "For electric service contracts, a statement 
noting whether transformers and other system components, on 
either-·- side of the delivery point, are owned ••• •• 

Recommend that-paragraph (d) be revised to read "Agencies 
receiving GSA delegations of contracting or pre-award review 
authority sha.ll establish appropriate pre-award review 
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procedures for contracts that exceed the dollar thresholds 
specified in 41.004-J(c)(l) and (2).• 

12. FAR 41.006-1 -- GSA recommends that paragraph (b) be 
revised for clarify and to explain the purpose of monthly 
and annual reviews. Revise to read •Agencies shall review 
(a) on a m6nthly basis,· utility service invoices, and (b) on 
an annual basis, each contract or authorization for service 
in amounts that exceed the small purchase limitation. The 
purpose of the monthly review is verification that invo-iced 
services were received. The purposes of annual reviews are 
to ~nsure that the utility supplier···1s furnishing the 
services to each facility under the utility's ••• competitive 
resolicitations ••••• If a change in rate schedule is 
appropriate, ••• to begin billing-_under the lowest cost rate 
schedule immediately. -The change to the new schedule shall 
be document.ed .by the contracting officer by execution of a 
new-authorization if services are·procured under an areawide 
contra~t .or by executing a contract modification if services 
are procured ~nder a separate contract. A copy of the new 
authorization or modification shall be forwarded to the 
agency • s office that is responsible for ver.ifying bill 
amounts... · · · 

13. FAR 41.006-2 -- Paragraph (a) should be revised to 
recognize 'the fact that proposals for change may come from 
other than the supplier. Suggest it be changed to read · 
•When a change is proposed to rates or terms and conditions 

M 

Paragraph (b) should be similarly changed to recognize 
proposals for change may come from other than the supplier. 
Suggest it be changed to read uWhen a change is proposed in 
rates or terms ••• the matter shall be referred to GSA at the 
address provided in 41.·004-3 (b). The ••• request from GSA a 
delegation of authority to intervene on ••• • 

Paragraph (c) should be revised to (1) recognize that rate 
changes may result from other than a supplier's request, (2) 
recognize. that contract language may automatically 
incorporate a rate change without a contract modification, 
(3) recognize that a contract may not exist, (4) direct 
copies of the rate change to the agency office responsible 
for certifying invoices for payment: (normally not the paying 
office), and (5) eliminate an unnecessary reference.to 
41.006-1. su·ggest it be amended to read "If a regula tory 
body approves a rate change, ••• any rate change shall 
automatically be made a part of the contract (if any), 
without contract modification. . .• to avoid late payment 
provisions. A copy of the approved rate change shall be 
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.sent to the agency's office responsible for certifying that 
services have been received and the accuracy of the amount 
of invoices." 

Paragraph {d l should be revised to ( 1) recognize that ~ . 
·contract may not exist, and ( 2) direct copies of the 
contract modification to the agency office reponsible for 
certifying reqeipt of services and the accuracy of the 
amount of invoices. ·Suggest it be amended to read • ••• any 
rate change shall be.~ade a part of the contract {if any), 
by contract modification. A copy of the contract 
modifi-cation or notice of rate change shall be sent to the 
agency office responsibl• for certifying that services have 
been received and the accuracy of the amount of the 
invoice.• 

14. FAR 41.007 -- Recommend paragraph {a) be revised to 
read ••. Because· ••• fro~ area to area, differences may exist 
in the terms ••• of the prescribed clauses ..... 

Suggest that "a" be inserted before •regulatory body" in 
paragraph (e). 

In order to note that a termination liability may be in 
conjl,lnction with or in lieu of a connection charge, and to 
clarify what facilities·are referenced, GSA recommends that 
paragraph (f) be revised to read "The contracting officer 
••• in conjunction with or in lieu of a connection charge 
upon completion of the connecting facilities." 

15. FAR 41.008 -- Consideration should be given to creating 
a new form specifically designed for acquiring utility. 
services instead of mandating the SF-33. If a new form is 
not created more flexibility should be provided to use other 
contracting forms.e.g. SF-26 or SF-1447. 

16. FAR 52.241-2 -- Paragraph (a) of the clause should be 
revised to make it clear that the contract does not bind the 
Government to regulatory body approved tariff(s), rules, or 
regulations that are contrary to Federal law •. The last 
sentence of paragraph (d) should also be revised to provide 
for prorating the monthly charge if the service begins or 
ends during the month. . 

17. FAR 52.241-3-- A "class of se·rvice" such as "coJD.IDercial" 
class may have more than one rate schedule for which 
commercial customers may qualify dependent upon specific 
service requirements and load characteristics. Since the rate 
schedule within a class is the determining factor for cost, 
the rate schedule instead of the clas·s of service should be 
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the focus of the clause. Accordingly, GSA recommends (1) the 
·clause be retitled as "Change in Available Rate Schedules or 
in Service Requirements", ( 2) ·that paragraph (a) of the clause 
be revised to read "In the event of a change in available rate 
schedules or in Government requirements and load · 
characteristics, the service received shall be provided under 
the Contractor's lowest cost :ate schedule applicable to such 
service.•, and (3) that paragraph (b) of the clause be 
modified to insert the·word "governing" before •regulatory 
body" to make it clear which regulatory body is being 
referenced. · 

18. FAR 52.241-4 -- Paragraph (a) of the clause should be 
revised to recognize tnat the governing regulatory body may 
specify the conditions under which contractor failities are 
provided ant·the method of cost recovery, and "point of 
delivery" should be changed to "point(s) .of delivery." 

Paragraph (b) of the clause should also be revised.to (1) 
correct the typographical error in the first ·sentence by 
changing "thi" to "this", (2) recognize the influence of the 
governing regulatory body on su.pplier responsibilities, (3) 
modify the phrase "assumed by the Contractor" to read "the 
obligation of the Contractor.• for consistency with FAR 
52.241-S(b}, and to clearly state the Contractor's 
responsibili~y for "repair". 

Paragraph (c) should be revised to recognize that security 
considerations which do not. rise to the level of "national 
security" may result in restrictions on access. Suggest the 
language be modified to read • ••• considered necessary for 
security reasons.• 

The first sentence·of paragraph (d) of the clause should be 
revised to read "(d) Consistent with rules established by the 
governing regulatory body, such facilities shall be restored 
as near as practicable to the original condition, ordinary 
wear excepted, within a reasonable time after termination of 

·this contract or discontinuance of service to the Government." 

GSA also recommends that addition of an additional paragraph 
to recognize the respecti-ve liabilities of the Government and 
the contractor. Suggest a paragraph that reads as follows be 
added "(e) The Government shall in.no event be liable or 
responsible for damage to any person or property directly 
occasioned through the Contractor's use or operation of its 
facilities, or through other actions of the Contractor; 
provided, however, that the Contractor shall not be liable or 
:esponsible for the actions of the Government, its employees, 
or agents." 
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19. FAR 52.241-5 Paragraph (a){l) should be revised to 

(1) recognize the in~luence of a governing regulatory body on 
metering and meter reading requirements, (2.) correct the 
typographical error ("jto"), {3) add meter repair as a 
contractor responsibility, and (4) change •at the .service 
location" to " at a service location." - · -

Paragraph (a){2) should be revised to clarify what is being 
prorated. If the co·st to be prorated ate associated with 
minimum monthly charges or other fixed amounts based on a 
fixed billing period of •x" days, the clause should clearly 
state same. · 

Modify the second sentence of paragraph (b)(l) to change "will 
have" to •has •. 

Modify .the first sentence of paragraph (d){l) to refer to 
"each" service location instead of "the" service location. 
There may be more than one location.· The language should also 
be revised to,reflect the influence of the governing 
regulatory body on billing adjustments. If you are only 
paying for mete~ed service it may not be necessarY to make an 
adjustment. Doesn't this only relate to situations where 
there is a minimun monthly charge. 

Modify the last sentence of paragraph (d)(2) to insert the 
word·"billing" before "period." 

20. FAR 52.241-6 -- GSA recommends that paragraph (b) of the 
clause be revised to (l) eliminate unnecessary reference to 
"published and unpublished rate schedules," (2) eliminate 
unnecessary use of the word "currently", i.e.; "throughout the 
life of this contract" is sufficient, (3)make clear that the 
•cost" associated with service under alternative rate · 
schedules is the point of focus, and (4) eliminate unnecessary 
reference to the "same class•, i.e., the point of focus is 
•similar service requirements.• Suggest the paragraph be 
revised to read • The Contractor hereby represents and 
warrants that throughout the life of this contract the rate 
schedule ( s) under which the Government is billed is -the lowest 
cost schedule(s) available to any other customer of the 
Contractor with similar service conditions, requirements, and 
load characteristics." 

GSA also suggests that paragraph (d) be deleted as 
unnecessary. By other terms of the contract the Government 
has already agreed to rates approved by the governing 
regulatory body. If it is retained the word "approved" needs 
t.o be inserted before "by the regulatory body." 
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21. FAR 52.241_;7 --Paragraph (a) needs to be reviewed. In 
some cases "change" is used an,d in other cases the plural 
.. changes" is used. 

Paragraph (d) should be revised to read as follows for -clarity 
"Changes to rates or terms and conditions of service upon 
which both parties agree shall be.~.· 

22. FAR S2.241-8 -- The proposed clause contains three 
provisions that pe-rtain to Contractor connecting facilities 
which, in part, are (1) duplicative of each other, (2) 
contrary to some regulatocy body rules, and (3) contradictory 
of· each other. All three portion of the clause should be 
combined or be revised so that the clause is internally 
consistent. The clause should recognize that regulatory body 
rules/tariffs may specify customer and supplier 
.responsibilities associated with connection service, that 

. termination liability may be in lieu or or in conjunction with 
a connection charge, that the Government is not bound b¥ 
regulatory body rules/tariffs that are contrary to Federal 
law, a crediting agreement may be precluded by regulatory body 
rules, the Government's responsibility for connection service 
costs may depend on current and potential usage of the 
connecting facilities by customers other than the Government, 
the cost of connecting facilities may be included in base 
rates, that some financially weak suppliers may be unable to 
provide connection service if salvage value is netted from the 
amount due from the Government,· the-factors on which a 
termination liability shall be based, the cost of connecting 
facilities may be passed on th the Government in the form of a 
facilities charge indicated on a separate line of the monthly 
bill, the contracting officer should be left some room for 
negotiation, and that other acceptable forms of connection 
charge payments are a lump sum payment at the time of 
construction/installation completion, progress payments during 
construction/installation, and advance payments (if approved 
in accordance with Part 32 of the FAR) prior to initiation of 
construction installation. 

23. FAR 52.241-10 -- The.prescripti'on for this clause should 
be revised so that the clause is not required for areawide 
contracts or the clause should be revised to recognize the use 
of "authorizations" as a means of ordering service under an 
areawide contract. 

Also, paragraph (b) of the clause shou1d be amended to refer 
to "Any" minimum monthly charge instead of "the" minimum 
monthly charge. There may not be a minimum charge. 



General Services Administration 
Office of Acquisition Policy 

Washington, DC 20405 

August 6, 1991 

MEMORANDUM FOR CHAIRMAN, CIVILIAN AGENCY 
ACQUISITION COUNCIL 

ATTN: EDWARD LOEB 
PROCUREMENT ANALYST 

FROM: BEVERLY FAYSON iJ./ 
FAR SECRETARIAT T~ · 

SUBJECT: Tra-nsmittal of Public Comments 

Attached are public comments on the subject FAR case received. 

FAR CAAC DARC Subject I'R Cite Closing 
Case Case Case Date 

91-13 88-76 90-471 Acquisition of 56 FR 23982; 7/23/91 

We 

Utility Services May 24, 1991 

recommend: 

That the DARC analyze public comments, draft final rule 
language, and provide it to the CAAC for review and 
consideration;· or that DARC task one of its committees to 
analyze public comments and to submit a.committee report, 
including final rule language, for review and 
consideration by both Councils. 

X That the CAAC or the FAR Staff analyze public comments, 
draft final rule language, a~d provide it to DoD for 
review and consideration; or t·hat the CAAC task one of its 
committees to analyze public comments and to submit a 
committee report, including final rule language, for 
review and consideration by both.Councils. 

T~at the Councils agre~· on final rule ~anguage without 
further deliberation. 

Enclosures 

cc: Dire~tor, Defense·Acquisition Regulations Council 

#....., . 
Fecera! Rec·1ciing Program "Jt ~ ~·1nted on Rec·.-cled Pacer 

. . . . . "•., .. 



FAR Case 91-13 Comments 
CAAC Case 88-761 DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

91-13-1 

91-13-2 

91-13-3 

91-13-4 

Date Date o·f 
Received Letter 

6/25/91 6/1'9/91 

6/25/91 6/21/91 

6/26/91 6/25/91 

6/26/91 6/21/91 

Commenter 

. CIA 

USIA 

American Defense 
Preparedness Assoc. 

Railroad Retirement 
Board 

Due: 7/23/91 

Comments 

91-20-2 

91-9-5 
91-11-4 
90-67-4 
91-17-4 
91-18-4 
91-20-3 

91-20-6 

91-13-5 7/1/91 6/26/91 Gulf Gas Utilities Co. 

91-13-6 7/5/91 7/2/91 HUD 

91-13-7 7/17/91 7/15/91 Kiamichi Elec. 
Corp. 1 Inc. 

91-13-8 7/18/91 7/15/91 North Western 
Elec. 

91-13-9 7/18/91 7/15/91 Benton Rural 
Elec. Assoc. 

91-13-10 7/18/91 7/15/91 DOT/Sec'y 
'* 

91-13-11 7/18/91 7/15/91 Salt River Rural 
Elec. Coop. 1 Corp. 



· FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91~13-12 7/18/91 7/15/91 

91-13-13 7/18/91 7/16/91 

91-13-14 7/18/91 7/15/91 

91-13-15 7/18/91 7/15/91 

91-13-16 7/18/91 7/16/91 

91-13-17 7/19/91 7/18/91 

91-13~18 7i22/91 7/15/91 

91-13-19 7/22/91 7/15/91 

91-13-20 7/22/91 7/15/~1 

91-13-21 7/22/91 7/15/91 

91-13-22 7/22/91 7/15/91 

Commenter 

Grant-Lafayette 
Elec. 

Southeastern Illinois 
Elec. Coop~, Inc. 

Sac Osage Elec. 
Coop., Inc. 

So. Ky. Rural Elec. 

Southside Elec. Coop. 

Cent~rior Energy 

Tri-County Elec. 
Membership Corp. 

Mountain View 
Elec. Assoc.,. Inc. 

Cavalier Rural Elec. 
Coop., Inc. 

Highline Elec. Assoc. 

The Midwest Elec. 
Membership Corp. 

Other 
Comments 

91-13-23 7/22/91 7/16/91 

91-13-24 7/22/91 7/16/91 

91-13~25 7/22/91 7/16/91 

Alaska Rural Elec~ Coop. Assoc. 

91-13-26 7/22/91 7/16/91 

Rural Elec. Coop. 

Pee Dee E!ec. 
Membership Corp. 

Buffalo Elec. Coop. 

2 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Receiyed Letter Commenter 

91-13-27 7/22/91 7/16/91 Northwest Kansas Elec. 
Coop. Assoc., Inc. 

91-13-28 7/22/91 7/16/91 Alfalfa Elec. 
Coop., Inc. 

91-13-29 7/22/91 7/16/91 Cherryland Elec. Coop. 

91-13-30 7/22/91 7/16/91 Douglas Elec. Coop. 

91-13-31 7/22/91 7/16/91 DOD/Army 

91-13-32 7/22/91 7/16/91 DOJ/JMD 

91-13-33 7/22/91 7/16/91 Delaware Elec. 
Coop. Inc. 

91-13-34 7/22/91 7/16/91 P.K.M. Elec. 
Coop., Inc. 

91-13-35 7/22/91 7/16/91 Sulphur Springs Valley 
Elec. Coop., Inc. 

91-13-36 7/22/91 7/17/91 Renville Sibley Coop. 
Power Assoc. 

91-13-37 7/22/91 7/17/91 McLean Elec. Co-op., Inc. 

91-13-38 7/22/91 7/17/91 Continental Divide Elec. 
Coop., Inc. 

91-13-39 7/22/91 7/17/91 Central Rural Elec. Coop. 

91-13-40 7/22/91 7/17/91 Tri-County Elec. Coop. 
Filmore-Houston-Winona 

91-13-41 7/22/91 undated Valley Rural Elec. Co-op. 

3 

Other 
Comments 



FAR Case 91-13 Comments · Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Receiyed Letter Commenter 

Carroll Elec. Coop. Corp. 

Butte Elec. Coop., Inc. 

Other 
Comments 

91-13-42 7/22/91 7/11/91 

91-13-43 7/22/91 7/1~/91 

91~13-44 7/22/91 7/16/91 

91-13-45 7/22/91 7/16/91 

91-13-46 7/22/91 . 7/16/91 

Wild Rice Elec. Coop., Inc. 

91-13-47 7/22/91 7/16/91 

91-13-48 7/22/91 7/16/91 

91-13-49 7/22/91 7/16/91 

91-13-50 7/22/91 7/16/91 

91-13-51 7/22/91 7/16/91 

91-13-52 7/22/91 7/17/91 

91-13-53 7/22/91 7/17/91 

91-13-54 . 7/22/91 7/17/91 

91-13-55 7/22/91 7/17/91 

91-13-56 7/22/91 7/17/91 

91-13-57 7/22/91 7/17/91 

DoD/IG 

Clinton County 
Elec. Coop~, Inc. 

South Central 
Arkansas Elec. Coop., Inc. 

The Caney valley 
Elec. Coop., Assoc., Inc. 

East Central Oklahoma 
Elec. Coop., Inc. 

Lyntegar Elec. Coop., Inc. 

Edgecombe-Hartin County 
Elec. Membership Corp. 

Red Lake Elec. Coop., In~. 

Sheyenne Valley 
Elec. Coop., Inc. 

HD Elec. Coop., Inc 

New Mexic~ Elec. Coops. 

Sangre De Cristo 
Elec. Assoc., Inc. 

Orcas Power & Light Co. 

4 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-58 7/22/91 '7/17/91 

91-13-59 7/22/91 7/17/91 

91-13-60 7/22/91 7/17/91 

91-13-61 7/22/91 7/17/91 

91-13-62 7/22/91 7/17/91 

91-13-63 7/22/91 7/17/91 

91-13-64 7/22/91 7/17/91 

91-13-65 7/22/91 7/17/91 

91-13-66 7/22/91 7/17/91 

91-13-67 7/22/91 7/17/91 

91-13-68 7/22/91 7/17/91 

91-13-69 7/22/91 7/17/91 

91-13-70 7/22/91 7/17/91 

91-13-71 7/22/91 7/17/91 

91-13-72 7/22/91 7/17/91 

91-12-73 7/22/91 7/17/91 

Commenter 

Corn Belt Elec. 
Coop., Inc. 

Y-W Elec. Assoc~, Inc. 

Crawford Elec. Coop., Inc. 

Southwest Elec. Coop. 

Harmon Elec. Assoc., Inc. 

Moreau-Grand Elec. 
Coop., Inc. 

Hunt-Collin Elec. 
Coop., Inc. 

Kandiyohi Co-op. 
Elec. Power Assoc. 

Inland Power & Light Co. 

Clay Elec. Coop., Inc. 

Tenn. Elec. Coop., Inc. 

Other 
Comments 

Intercounty Elec. Coop. Assoc. 

Western Montana Elec. 
Generating ., Tr~nsmission 
Coop., Inc . 

.. 
Nespelem,Valley Elec. Coop., Inc. 

Kiwash Elec. Coop., Inc. 

United Power, Inc. 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-74 7/22/91 7/15/91 

91-13-75 7/22/91 undated 

91-13-76 7/22/91 7/18/91 

91-13-77 7/22/91 7/18/91 

91-13-78 7/22/91 7/18/91 

91-13-79. 7/22/91 7/18/91 

91~13-80 7/22/91 7/18/91 

·91-13-81 7/22/91 7/18/91 

91-13-82 7/22/91 7/18/91 

91-13-83 7/22/91 7/18/91 

' 91-13-84 7/22/91 7/18/91 

91-13-85 7/22/91 7/18/91 

91-13-86 7/25/91 7/22/91 

91-13-87 . 7/22/91 7/18/91 

91-13-88. 7/22/91 7/18/91 

91-13-89 7/22/91 7/18/91 

Cornrnenter 

Johnson County Elec. Coop. 

Other 
Comments 

The Cooperative Light & 
Power Assoc. of Lake County 

Arrowhead Elec. ~oop., Inc. 

Craighead Elec. Coop. 

Boone Elec. Coop. 

Swisher Elec. Coop., Inc. 

Fairfield Elec. Coop., Inc. 

James Valley Elec·. Coop., Inc. 

Tri-County Elec. Assoc., Inc. 
Plankinton, SD 

Plateau Elec. Coop .. 

Okanogan. County Elec. 
Coop., Inc. 

People's Elec. Coop. 

Indiana Statewide Assoc. of 
Rural Elec. Coop., Inc. 

Rural Elec. Co., Rupert, Idaho 
'S 

Ark Vall~y Elec. Coop. Assoc., Inc. 

Guernsey-Muskingurn Elec. 
Coop., Inc. 

6 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Received Letter 

91-13-90 7/22/91 7/18/91 

91-13-91 7/22/91 7/18/91 

91-13-92 7/22/91 7/18/91 

91-13-93 7/22/91 7/19/91 

91-13-94 7/22/91 7/19/91 

91-13-95 7/22/91 7/19/91 

91-13-96 7/22/91 7/19/91 

91-13-97 7/22/91 7/19/91 

91-13-98 7/22/91 7/19/91 

91-13-99 7/22/91 7/19/91 

. 91-13-100 7/22/91 7/19/91 

91-13-101 7/22/91 7/19/91 

91-13-102 7/22/91 7/19/91 

91-13-103 7/22/91 7/19/91 

91-13-104 7/22/91 7/19/91 

91-13-10~ 7/22/91 7/19/91 

91-13-106 7/22/91 7/19/91 

Commenter 
Other 
Comments 

Sun River Elec. Coop., Inc. 

Todd-Wadena Elec. Coop. 

Berkeley Elec. Coop., Inc. 

United Power Assoc. 
Elk River, MN 

Radiant Elec. Coop., Inc. 

Baker Elec. Coop., Inc. 

North Dakota Assoc. of 
Rural Elec. Coops. 

Empire Elec. Assoc., inc. 

Tri-State Generation and 
Transmission Assoc., Inc. 

R.S.R. Elec. Coop., Inc. 

Bridger Valley Elec. Assoc . 

Northern Lights, Inc. 

Clearwater Power Co. 

Sheridan Elec. Co-op., Inc. 

Southern Pine Elec. 
Power Assoc. 

-s 

Mor-Gran~sou Elec. 
Coop., Inc. 

Trico Elec. Coop., Inc. 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13~107 7/22/91 7/19/91 

91-13-108 7/22/91 7/19/91 

91-13-109 7/22/91 7/19/91 

91-13-110 7/22/91 7/19/91 

91-13-111 7/22/91 7/19/91 

91-13-112 7/22/~1 7/19/91 

91-13-113 7/22/91 7/19/91 

91-13-114 7/22/91 7/19/91 

91-13-115 7/22/91 7/19/91 

91-13-116 1/22/91 7/19/91 

91-13-117 7/22/91 7/19/91 

91-13-118 7/22/91 7/19/91 

91-13-119 7/22/91 7/19/91 

91-13-120 7/22/91 7/19/91 

91-13-121 7/22/91 7/19/91 

91-13-122 7/22/91 7/19/91 

Comroenter 

Blachly-Lane Elec. Co-op. 

North Carolina Assoc. of 
Elec. Coop., Inc., et al. 

Blue Ridge Elec. 
Membership Corp. 

M.J.M. Elec. Coop., Inc. 

Kootenai Elec. Coop., Inc. 

Big Flat Elec. Coop., Inc. 

Other 
Comments 

Charles Mix Elec. Assoc. Inc. 

South Louisiana Elec. 
Coop., Assoc. 

Intermountain Rural Elec. Assoc. 

Redwood Elec. Coop. 

Minn. Valley Coop., 
Light & Power Assoc. 

Cam Wal Elec. Coop., ·Inc. 

Green River Elec. Coop. 

Jackson County Rural Elec. 
~ 

McNair, McLemore, 
Middlebrooks & co. 

Crawford Elec. Coop. 

8 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Received Letter 

91-13-123 7/22/91 7/20/91 

91-13-124 7/22/91 7/22/91 

91-13-125 7/23/91 7/16/91 

91-13-126 7/23/91 7/17/91 

91-13-127 7/23/~1 7/17/91. 

91-13-128 7/23/91 7/17/91 

91-13-129 7/23/91 7/18/91 

91-13-130 7/23/91 7/18/91 

91-13-131 7/23/91 7/18/91 

91-13-132 7/23/91 7/18/91 

91-13-133 7/23/91 7/18/91 

91-13-134 7/23/91 7/18/91 

91-13-135 7/23/91 7/18/91 

91-13-136 7/23/91 7/18/91 

91-13-137 7/23/91 7/18/91 

91-13-138 7/23/91 7/19/91 

Commenter 

North Carolina Elec. 
Membership Corp. 

Central Elec. Coop., Inc. 

People's Co-op Power 
Assoc. (PCPA) 

Gunnison County Elec. 
Assoc., Inc. 

Raft River Rural 
Elec. Coop., Inc. 

Sequachee Valley 
Elec. Coop. 

Other 
Comments 

West Central Elec. Coop., Inc. 

Rita Blanca Elec. Coop., Inc. 

Carbon Power & Light Inc. 

Top O'Michigan Elec. Co. 

San Luis Valley Rural 
Elec. Coop., Inc. 

Elec. Data System Corp. 

Iowa Lakes Elec. Coop. 

Osage Valley Elec. Coop. 
~ 

Lower Varley Power & Light, Inc. 

West River Elec. Assoc., Inc. 

9 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

·Subject: Acquisition of Utility Services 

To:· CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13-139 7/23/91 7/19/91 

91-13-140 7/23/91 7/19/91 

91-13-141 7/23/91 7/19/91 

91-13-142 7/23/91 7/19/91 

91-13-143 7/23/91 7/19/91 

91-13-144 7/23/91 7/19/91 

91-13-145 7/23/91 7/19/91 

91-13-146 7/23/S1 7/19/91 

91-13-147 7/23/91 7/19/91 

91-13-148 7/23/91 7/19/91 

91-13-149 7/23/91 7/19/91 

91-13-150 7/23/91 7/19/91 

91-13-151 7/23/91 7/22/91 

91-13-152 7/23/91 7/22/91 

91-13-153 7/23/91 7/22/91 

91-13~154 7/23/91 7/22/91 

91-13-155 7/23/91 7/22/91 

91-13-156 7/23/91 7/22f91 

Commenter 

Niobrara·valley Elec. 
Membership Corp. 

Other 
Comments 

Navopache Elec. Co-op., Inc. 

La Plata Elec. Assoc., Inc. 

United Elec. Coop., Inc. 

Dixie Elec. Power Assoc. 
Waynesboro, MS 

Rayle Elec. Membership Corp. 

J.-A-C Elec. Co-op. , Inc. 

Slope Elec. Coop., !nc. 

McLennan County Elec. Coop., Inc. 

East River Elec. Power Coop. 

North Star Elec. Coop., Inc. 

Jo-Carroll Elec. Coop. 

Concho Valley Elec. Coop., Inc., 
and Sw. Tx. Elec. Coop., Inc. 

VMD Assoc. of Elec. Coops. 

Lone Star Gas Co. 

Gulf States Utilities Co. 

Carolina Power & Light Co. 

Ouachita Elec. Coop., Corp. 

10 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: ··Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-157 7/23/91 7/22/91 

. 91-13-158 7/23/91 7/22/91' 

91-13-159 7/23/91 7/22/91 

91-13-160 7/23/91 7/22/91 

91-i3-161 7/23/91 7/22/91 

91-13-162 7/23/91 7/22/91 

91-13-163 7/23/91 7/22/91 

91-13-164 7/23/91 7/22/91 

91-13-165 7/22/91 . 7/22/91 

91-13-166 7/23/91 7/22/91 

91-13-167 7/23/91 7/22/91 

91-~3-168 7/23/91 .7/22/91 

91-13-169 7/23/91 7/22/91 

91-13-170 7/23/91 7/23/91 

91-13-171 7/23/91 7/23/91 

91-13-172 7/23/91 7/23/91 

91-13-173 7/23/91 7/23/91 

Commenter 
Other 
Comments· 

Delta-Montrose Elec. Assoc. 

Georgia Elec. Membership Corp . 

The Central Georgia Elec. 
Membership Corp. 

Canoochee Elec. 
Membership Corp. 

Southern Co. Servs., Inc. et ·al. 

Virginia Power 

Oconee Elec. Membership Corp. 
and Black River Elec. Coop., Inc. 

Montana-Dakota Utilities Co. 

Choctawhatchee Elec. Coop., Inc. 

Kodiak Elec. Assoc. Inc. 

CoBank 

Barron Elec. Coop. 

Norris Elec. Coop. 

Dixie Elec. Membership Corp. 

Oglethorp~ Power Corp. 

Fall River Rural Elec. Coop., Inc. 

Arkansas Power & Light Co. et al. 

11 



· .. 

FAR Case 91-13 Comments Due: 7/23/91. 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response_ 
Number 

Date Date of 
Receiyed Letter 

91-13-174 7/23/91 7/23/91 

91-13-175 7/23/91 7/23/91 

91-13-176 7/23/91 7/23/91 

91-13-177 7/23/91 7/23/91 

91-13-178 7/23/91 7/23/91 

91-13-179 7/23/91 7/23/91 

91-13-180 7/23/91 7/23/91 

91-13-181 7/23/91 7/23/91 

91-13-182 7/23/91 7/23/91 

91-13-183 7/23/91 7/23/91 

Commeriter 

San Diego Gas & Elec. 

Edison Elec. Institute 

USDA/REA 

Nevada Power Co. 

Other 
Comments 

Cuivre River Elec. Coop., Inc. 

Golden Valley Elec. Assoc., Inc. 

Hawaiian Elec. Co., Inc. 

Nat'l Rural Elec. Coop. Assoc. 

American Gas· Assoc. 

Copper Valley Elec. Assoc., Inc. 

Additional comments· received after comment due data. 

91-13-184 7/24/91 7/22/91 

91-13-185 7/24/91 7/22/91 

91-13-186 7/24/91 7/22/91 

91-13-187 7/24/91 7/22/91 

. 91-13-188 7/24/91 7/22/91 

91-13-189 7/24/91 7/23/91 

91-13-190 7/24/91 7/23/91 

91-13-191 7/25/91 7/16/91 

Cobb Elec. ·Membership Coop. 

Sawnee Elec .. Memebership Corp. 

Lamar Elec. Membership Corp. 

Roanoke Elec. Membership Corp . 

Randolph Elec. Membership Corp. 

Idaho Coop. Util. Assoc. 

Southern'Maryland Elec. Coop., Inc. 

Licking Valley Rural Elec. Coop. 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Se-rvices 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Nymher Receiyed Letter 

91-13-192 7/25/91 7/17/91 

91-13-193 7/i5/91 7/19/91 

91-13-194 7/25/91 7/22/91 

91-13-195 7/25/91 7/22i91 

91-13-196 7/25/91 7/22/91 

91-13-197 7/25/91 7/22/91 

91-13-198 7/25/91 7/22/91 

91-13-199 7/25/91 7/22/91 

91-13-200 7/25/91 7/2/91 

91~13-201 7/25/91 7/16/91 

91-13-202 7/25/91 7/19/91 

91-13-203 7/25/91 7/22/91 

91-13-204 7/25/91 7/22/91 

91-13-205 7/25/91 7/22/91 

91-13-206 7/25/91 7/22/91 

91-13-207 7/25/91 7/18/91 

91-13-208 7/25/91 7/22/91 

91-13-209 7/25/91 7/22/91 

Commenter 
Other 
Comments 

East Mississippi Elec. Power Assoc. 

Farmers• Elec. Coop., Inc. 

Rock ·County Elec. Coop., Inc. 

Wise Elec. Coop., Inc. 

Jackson County Rural 
Elec~ Co-op., Corp. 

Tideland Elec. Membership Corp. 

Decatur County· REMC 

Carteret-Craven Elec. 
Membership Corp. 

Se - Ma - No Elec. Coop. 

Capital Elec. Coop., Inc. 

Minnkota Power Coop., inc. 

Turner-Hutchinson Elec. Coop.~ Inc. 

Arkansas Elec. Coop., Inc. 

Marshall County Rural Elec. 
Membership Corp. 

Lamb County Elec. Coop. Inc . 
.. 

Black Hi~ls Elec. Coop., Int. 

Jackson Elec. Membership Corp. 

Assoc. of Illinois Elec. Coop. 

13 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst_: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13-210 7/25/91 7/22/91 

91-13-211 7/25/91 7/22/91 

91-13-212 7/25/91 7/19/91 

91-13-213 7/25/91· 7/22/91 

91-13-214 7/25/91 7/22/91 

91-13-215 7/25/91 7/23/91 

91-13-216 7/25/91 7/22/91 

91-13-217 7/25/91 . 7/22/91 

91-13-218 7/25/91 7/22/91 

91-13-219 7/25/91 7/23/91 

91-13-220 7/25/91 7/23/91 

91-13-221 7/25/91 7/23/91 

91-13-222 7/25/91 7/25/91 

91-13-223 7/25/91 7/25/91 

91-13-224 7/26/91 7/25/91 

91-13-225 7/26/91 7/18/91 

91-13-226 7/26/91 7/23/91 

91-13-227 7/26/91 7/23/91 

Commenter 

Moon Lake Elec. Assoc. 

Other 
Comments 

South River Elec. Membership Corp. 

Lumbee River Elec. Membership Corp. 

Alaska Village Elec. Coop., Inc. 

Central Montana Elec. 
Power Coop., Inc. 

Adams Elec. Coop., Inc. 

Columbia Rural Elec. Assoc., Inc. 

Farmers• Elec. Coop., Inc. of 
New Mexico 

Habersham Elec. Membership Corp. 

Baltimore Gas & Elec. 

Walton Elec. Membership Corp. 

East Central Elec. Assoc. 

.central & South West Corp., et al. 

Flint Elec. Membership Corp. 

Hom~r Elec. Assoc., Inc. 

Lynches Rlver Elec. Coop., Inc. 

Central Elec. Power Coop., Inc. 

Kansas Elec. Coop., Inc. 

14 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
NnJDber 

Date Date of 
Receiyed Letter 

91-13-228 7/26/91 7/23/91 

91-13-229 7/26/91 7/24/91 

91-13-230 7/26/91 7/23/91 

91-13-231 7/26/91 7/18/91 

91-13-232 7/26/91 7/23/91 

91-13-233 7/26/91 7/22/91 

91-13-234 7/26/91 7/23/91 

91-13-235 7/26/91 7/23/91 

91-13-236 7/26/91 7/17/91. 

91-13-237 7/26/91 7/23/91 

91-13~238 7/26/91 7/23/91 

91-13-239 7/26/91 7/23/91 

91-13-240' 7/29/91 7/22/91 

91-13-241 7/29/91 7/23/91 

91-13-242 7/29/91 7/23/91 

91-13-243 7/29/91 7/23/91 

91-13-244 7/29/91 7/24/91 

91-13-245 7/29/91 7/23/91 

Commenter 
Other 
Comments 

Rushmore Elec. Power Coop., Inc. 

Rural Elec. Membership Corp. 
Daviess-Martin County 

Matanuska Elec. Assoc., Inc. 

Wright-Hennepin Coop. Elec. Assoc. 

Valley Elec. Assoc., Inc. 

Washington Elec. Mernbe.rship Corp. 

Southwest Rural Elec. ( SWRE·) 

·Hot Springs REA, Inc. 

Palmetto Elec. Coop. 

Amicalola Elec. Membership Corp. 

Bon Homme Yankton Elec. Assoc., Inc. 

Grand Elec. Coop., Inc. 

Ravalli County Elec. Co-op. 

Dixie Elec. Membership Corp. (DEMCO) 

Talqin Elec. Coop., Inc. 

Union Coupty Elec. Coop., Inc. 

Fayette Union County REMC 

Jay County REMC 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of Other 
Number Receiyed Letter Commenter Comments 

91-13-246 7/29/91 7/23/91 Kankakee.Valley REMC 

91-13-247 7/29/91 7/22/91 Mille Lacs Elec. Coop. 

91-13-248 7/29/91 7/22/91 Salmon River Elec. Co-op., Inc. 

91-13-249 7/29/91 7/23/91 Clay~union Elec. Corp. 

91-13-250 7/29/91. 7/23/91 Sioux Valley Elec. 

91-13-251 7/29/91 7/22/91 Mid-Carolina Elec. Coop., Inc. 

91-13-252 7/29/91 7/23/91 Harrison County Rural Elec. Coop. 

91-13-253 7/29/91 7/25/91 South Alabama Elec. Coop., Inc. 

91-13-254 7/3.0/9.1 7/22/91 The Satilla REMC 

91-13-255 ·7/30/91 7/23/91 Pioneer Rural Elec. Coop., Inc. 

91....;13-256 7/31/91 7/24/91 Poudre Valley Rural Elec. Assoc. 

91-13-257 7/31/91 7/29/91 Senator Steve Symms ·(constituent 
Referrals; dupli'cates) 

91-13-258 7/31/91 . 7/18/91 NSF 

91-13-259 8/5/91 7/31/91 DOD/Army 
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Central lntdligence Agen~ 

• Washtngton. o. c. ~0505 

FAR Secretariat 
General Services Administration 
Office of Acquisition Policy · 
1.8th and F Streets, N. w. 
Room 4041 
Washington, D.C. 20405 

Attention: Ms. Beverly Fayson 
FAR Secretariat 

Dear Ms. Fayson: 

JUN 1 9 i991 

-·--::.:--

Regarding your letter of 31 May 1991, this Agency has reviewed 
the following rule, revising the Federal Acquisition Regulations 

·,(FAR), and has no comment on it: 
\ . 

FAR Case 91-20, .Notification of Ownership Changes 

FAR Case.· 91-13, Acquisition of Utility Services 

We appreciate your forwarding the abov~ cases to us. 

Sincerely, 

;r~:z.k:-· 
Franklin T. Ki~;~ 

Chief 
Procur~m~nt ~anagemen~ St~ff 

Office of Logistics 



-.. 
~ . 

United States. 
Information 
Agency 

l· : 
·~··· Nasr.mqrcr ; : .:054 7 . 

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

Dear ~. Fayson: 

JWle 21, 1991 

Re: FAR Case Nos. 90-67; ~1-9; 91-11; 
91-13; 91-17; 91-18 and 91-ZO 

We have reviewed and concur in the seven proposed rules to revise the Federal 
Acquisition·. Regulation (FAR) as follows: 

a. Preproduction Startup Costs. FAR Case 90-67. 

b. Helium. FAR Case 91-9. 

c. Shi~nts to Ports and Air Terminals. FAR Case 91-11. 

d. Acquisition of Utility Services. FAR Case 91-13. 

e~ Contractor Acquisition of APDE. FAR Case 91-17. 

f. ~lt~year Contracting. FAR Case 91-18. 

g. Notification of Ownership Change.s. FAR. Case 91-ZO. 

Thank you for submitting this material for ~ review. 

Sincerely, 

Jr ~ 
v:£ • .:(1) J,~., . .,.J 

Ph~lip R. Rolers 
Agency Procurement Executive 
Office of Contracts 

USIA 
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Beverly Fayson 

AMERICAN DEFENSE PREPAREDNESS·ASSOCIATION 
DmiCAn:D TO P£Aa wn'H SECIJRn"Y THROUGH DutNSE PIW'AJWlNESS 'II• I J -3 

·TWO COLONIAl. PL-\CE. :101 WILSON BOL'UV.o\RO. ·SlirTE •oo .. oo\RLI~CTON. VIRGl~I.A :.:.:Ul·.tOOIIo 

:-o.J...Sl.:·lS:o FAX: :-o~s::-1Ns. 

June 25, 1991 

General Services Administration 
Office of Federal Acquisition Policy 
18th and F Sts., NW, Room 4037 
Washinqton, DC 20405 

re: FAR Case 91-13 

Dear Ms. Fayson: 

This responds to your request for comments concerninq Case 
91-13, Acquisition of Utility Services. 

We find no objectionable provision in the rewritten Part 
41 and concur:in its publication. This is a comprehensive treatment 
of the subject. 

We appreciate the opportunity to review and comment on 
Case 91-13. 

WEE:meh 

?z·~ 
William E. Eicher 
Major General, us Army (Ret.) 
Vice President 

·: '' 
V\,t'i 2 6 1991 



BURE.A..J OF SUPPI..V ANO S_ERVICE 

Ms. Beverly Fayson 

UNITED STATCS 0,. AMERICA 

RAILROAD RETIREMENT BOARC 
U~ RUSH STREET 

C:~IC:AGO. IL.L.INOIS 5011 t 

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

Reference: FAR Cases 91-20 and 91-13 

.Dear Ms • Fays on: 

June 21, 1991 

As requested, we have reviewed the proposed revision to the Federal 

Acquisition Requlation.(FAR). We have no comments at this time. 

~~~~ z 6 1991 

Very truly yours, 

d~-.,~'( Y..i IJt;,J_ '~ {lf---
Henry M. Valiulis 
Director.of Supply 

and Service 



· · t{J-1~-S 
GULF G~4S UTILITIES CO. . 

18065 UPPER BAY ROAD. SUITE 210. HOUSTON; TEXAS 77058 713 JJ.; . .J~~~ 

DALLAS OFFICE: 4223 HARVEST HILL. DALLAS. TEXAS 75244 2141661·2322 FAX 661·2356 

June 26, 1991 

GENERAL SERVICES ADMINISTRATION 
FAR secretariat (VRS) 
18th and ·F Streets, NW, Room 4041 
washington, DC 20405 

Re: FAR Case 91-13 

Gentlemen: 

Gulf Gas Utilities Company (GGU) a small Texas natural qas utility 
company would like to comment on the FAR Case 91-13, as it r.elates 
to natural qas service. · Due to the deregulation of the natural qas 
industry, there ~re many opportunities for competition that did not 
exist a few years or months ago; therefore, your request f·or 
comments is timely. 

1. 4~.001 Definitions • 

. a. Areawide contract means a contract entered into between 
the General Services Administration (GSA) and a utility 
service supplier to cover the utility service needs of 
Federal agencies within the franchise/service area of the 
supplier. 

COIIIIellt: In many areas, specifically in Texas, exclusive 
franchises are illegal by State law. Therefore, before an 
area wide contract is negotiated with one company, all options 
for fair and open competition should be cons1dered. Also, by 
breaking larqe area wide contracts into individually metered 
locations, the Government might realize more competitive 
pricing by negotiatinq transportation agreements with existinq 
pipelines and coapetitively competing their natural qas needs. 
This would also open up the opportunity for small business 
participation. · 

b~ . PraDcbise service territory means a geographic area; 
defined or granted to a specific utility service 
supplier(s) to supply. the customers in that area. 

CO+eent: This definition is misldading. A franchise, in 
Texas, is granted to allow a co•pany the riqht to·use the 

Jt n_ I 1991 



GENERAL SERVICES ADMINISTRAITON 
June 26, 1991 ' 
Page 2 

streets and alleys for a fee, and if a company does not need 
to use the city streets then a franchise. is not required to 
service a customer in that geographic area. Therefore, it is 
possible to service a customer- in someone else's ·franchised 
area, without a franchise. · 

2. 41.004-2 Procedures. 

(a) Prior to executing a utility service contract, the 
contracting .. officer- shall comply with parts 6 and 7 and 
subsections 41.004-1(d) and (e). In accordance with parts 
6 apd 7, agencies shall conduct market surveys and perform 
acquisition planning in order to promote and provide for full 
and open competition. If competition for an entire utility 
service is not available, the market survey may be used to 
determine the availability of competitive sources for certain 
portions of the requirement. 

co .. ent: Recently I have felt the results of these "market 
survers or acquisition planning" and believe that an . 
addit1onal step needs to be incorporated into the Federal 
Regulations. A statement of intent to procure natural gas 
by an agency, synopsised in the CBD, with a request for 
response from interested ~arties, would guarantee that 
open and fair competition 1s considered before a sole source 
solicitation is determined relevant. (My personal experience 
is that our industry is changing so rapidly, that no consult­
ant or market survey can be up-to-date on every location; 
therefore, the only mechanism to assure fairness is to . 
announce the potential need far enough in advance for 
interested parties to respond.)· 



.,.. 
uS. DEPARTMENT OF HOUSING AND UAB.AN DEVELOPMENT 

. NASHINGTON. O.C. 20410·3000 

Ms. Beverly Fayson 
FAR Secretar.i at 

.:ul~· 2, 1991 

General Services Administration 
Room 4041 
18th and F Streets, NW. 
Washington, DC 20405 

Dear Ms. Fayson: 

In response to the Fed~ral Register notice of May 24, 
1991,_ we have the following comments on FAR Case 91-13, 
Acquisition of Utility Services: 

o The term "areawide contracts" is used throughout 
.Part 41; however, it is our understanding that 
thes~ are b~sic agreements, not contracts. If 
these were contracts •. then it would be -redundant 
to require. as subsection 41.004-4 does, that a 
Standard Form 26 (a contract award document) be 
used to place orders under·s~ch "contracts." To 
be consistent with the terminology used elsewhere 
in the FAR (see FAR 2.101 and 16.702(a)), we 
recommend· that the term "areawide agreement" be· 
employed. 

o It wou 1 d .be more appropriate for the coverage .on 
specifications contained in section 41.009 to be 
included in Part 10 of the FAR; however, a cross­
reference in.Part 41 could still ~e ·used. 

You may contact Ed Girovasi or Rob Lloyd of my staff 
on 708-0294 ff you have any questions. 

oosevelt Jon 
Director, Off e of 

Procurement and Contracts 

JUL 5 1991 
., 'I 

"'",j'- 5 ;gg' 



0. ORAWE~ J~O ;,~ooQNE !65·2335 

OKLAHOMA 33. LA TIMER 

WILBURTON. OKLAHOMA 74578 

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

Re: FAR Case 91-13 

Gentlemen: 

-::-:- -

ATTORNEY 

July 15, 1991 

In reviewing the proposed rules for FAR Case 91-13, it appears the Government 
will be treated as any other customer of a cooperative except in 52.241-13 Capital 
Credits. 

Sections (b) and (c) will go against the By-Laws of our cooperative since 
Capital Credit allocations are made.annually after the year end financial reports 
are completed. It will be impossible to determine what, if any, Capital Credits will 
be due to any account prior to that time. No Capital Credit retirements are made 
prior to the time the· financial condition of the cooperative warrants. The Coo.p­
erative is currently on a First-In, First-out retirement and a 20 year rotation cycle. 

The propos~d rules would definitely pose a severe hardship in the operation of 
the cooperative in the accounting process. 

Our allocation and retirement of Capital Credits are_ .presently ac-ceptable to 
the Rural Electrification Administration. 

Please consider a change in your Proposed Rules to comply with the individual 
cooperatives' By-Laws and Terms and Conditions of Services. 

~eneral Manager 

DSW:jas 

Jlll_ 17 '-



P. 0. BOX 391 

BRYAN. OHIO ~3506-039 

Phone (419). 636 • 5051 

FAX (419) • 636 • 0194 

a consumer owned power system serving northwestern Ohio 

July 15, 1991 

General Services Administration 
F A.R Secretariat ( VRS) 
18th and 1 Streets, N.W. 
Room 4041 
Washington, DC 20405 

REFERENCE: FAR Case 91-13 

TO WHOM IT MAY CONCERN: 

The following comments are in reference to FAR Case 91-13. 
Th~ proposed published rule on the acquisition of services from 
utilities is ridiculous and puts an undue burden on our 
cooperative by being in conflict with our Code of Regulations. 

Although we presently . ·rotate our eapi tal patronage on a 
fixed cycle, there is no guarantee we will continu~ such a 
practice a1111ually. Each year our Board analyzes our financial 
posi~ion and then determines whether to rotate such patronage. 
Paragraph ··B •• of the proposed regulation states the amount and 
d.ate capital patronage is to be paid to the government. This 
cannot be determined with any certainty by our cooperative at the 
close of our fiscal year. . 

Ve don• t need any more regulations of this ill conceived 
type. 

Sincerely, 

~t [1 V3uf-iJ.t-
Lyle D. Brigle . 
Manager - Engineer 

LDB/lsb 

OVER 100 OF OUR CONSUMERS USE GEOTHERitfAL HEATING AND COOLING SYSTEMS. 



402 7th St.--P.O. Box 1150-Phone Area Code 509-786-2913 
Fax 509-786-2231 

Prosser, Washington 99350 

SERVING IN BENTON AND YAKIMA COUNTIES SINCE 1937 

July 15, 1991 

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

SUBJECT: FAR Case 91-13 

Dear Sirs: 

In review of the above referenced case, I understand that GSA is 
proposing at s·ection 41.007(j) the inclusion of section 52.241-13 
entitled Capital Credits. 

our utility, Benton Rural Electric Association, is a cooperative 
which was formed and is operated under the Rural· Electrification 
Act. Pursuant to the Act and as quided by· our Articles of 
Incorporation and Bylaws, our Association maintains capital credit 
files on members of the cooperative who receive electrical service. 
However, we maintain no capital credit reporting system for any 
other purposes. To this extent, if the government or any of its 
agencies are members of our cooperative and-therefore take electric 
service from our cooperative, an account has already been 
e$tablished. If the government or its agencies are not currently 
takinq electricity from our co-op, then they will not be listed on 
our capital credit system. Also provided in our Articles and 
Bylaws · is the authority for the Board of Tustees to set the 
rotation schedule for those capital credits. The capital credits 
are allocated . on an annual basis and are paid accordinq to a 
schedule which is previously established by the Board of Trustees. 
As a result, our notices are distributed at the ·end of each 
calendar year and are p~id pursuant to this rotation cycle. There 
is no provision whatsoever in our Articles or Bylaws to allow the 
payment of capital credits outside of this normal rota~ion cycle 
unless the member or patron is deceased and then we pay the 
estates. 

JUL I 8 1991 



Ganeral Services Administration 
·July 15, 1991 
Page Two 

(/J-/.3-'1 

As a result, I find your proposal for section 52.241-13 on capital 
credits in direct violation .. of our Articles and Bylaws. Therefore, 
it will be impossible for our cooperative to implement andjor.to 
follow. 

I appreci_ate the opportunity to comment on this section and would 
be glad to address any other issues on this matter that you see 
necessary. 

Sincerely yours'· 

&tJA_ /a . 
CHARLES L. DAWSEY ~ 
General Manager 

CLD:kh 

• 



U.S. Department of 
Transportation 

Cr•:ce ot ~~.e Secerary 
ot Transcorrarton 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, NW 
Washington, DC·--20405 

Gentlemen: 

'11-13- }(!) 

.. : 

This responds to your request for comments on the Federal 
Acquisi tio_n Requlation Case 91-13. 

Paragraph 41.001 Definitions: The definition of "connection 
charqe" is unclear. Does the term mean all non-recurring 
costs associ-ated with the installation of utility services at 
a particular point? · 

Paragraph 41.004-2 Procedures, subparagraph (e): This section 
makes it incumbent on the contracting officer to attempt to 
execute a contract at least once a year in situations in which 
the utility company has been unwilling to execu~e a contract. 
This seems unreasonable given that the contracting officer is 
also required to furnish the General Services Administration 
(GSA) with detailed data concerning a utility's unwillingness 
to sign a_contract. After the contracting officer has 
attempted to obtain the signature, and has g~ven GSA the 
required information, it should be GSA's responsibility to 
persuade the utility to sign a contract_. 

Paragraph 41.004-4 GSA areawide contracts: Subparagraph (c) 
-requires that an SF 26 (Award/Contract) be· attached to each 
executed areawide contract. Since both for.ms are contracts, 
·this seems to imply that two separate contracts are being 
required for individual service. We see no reason for this 
proliferation of paperWork. ·In subparagraph (d), it should be 
stated whether or not this requirement to furnish GSA with 
copies of executed contracts is dependent on the contract 
being in excess of a specific monetary amount. 

If you have any questions regarding our comments, please 
contact Vincent Careatti on (202) 366-4278. · 

• 
Sincerely, 

~~,-~ 
Linda M. Higgins 
Director of Acquisition and 

Grant-Management 



SALT RIVER RURAl ELECTRIC 
COOPERATIVE CORPORATION 
Ill West Brashear Avenue 
Bardstown. Kentuckv 40004 
.;021 l4H-3931 Fax .. l502l 348-1993 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
Washington, D.C. 2 0.4 OS 

Re: FAR Case 91-13 
Objections to proposed paragraphs (b) and (c) 

TO WHOM IT MAY CONCERN: 

-9/-1.!3-11 
Ju 1 y 15 , 1 s ~ :. 

I have read with alarm your proposed rule on the acquisition of services 
from utilities (56 Federal Register 23982), sec1;ion 41.007 (j), paragraphs 
(b) and (c). The proposed provisions will create an unduly burdensome 
hardship on any electrical cooperative. Please consider the following: 

1. Capital .credits is the cooperati v• way of raising capital to 
operate the Gooperative, which is· shared by all members; 
2. Capital credits ar·e retained until such time as the financial 
conditions of· the cooperative justify their retirement; 

·J. Few if any cooperatives are in a position to project the year 
of retirement of capital cre~its, especially at the time the credits 
are put on the books. Economic conditions .. etc., have a great 
bearing on the ability of a cooperative to retire capital credits; 
4. To compel that capital credits of the government be paid upon 
termination of.a contract, will cause.those capital credits to be 
rotated out of turn and in preference to other consumers, which is 
unfair and violates cooperative principlesr 
5. Some cooperatives are not equipped to notify their members of 
the amount of capital credits attributed to them in a qiven year. 
Further, the cost of· preparinq and mailing said notices to the 
membership becomes both inefficient and prohibitive. 

Please take this letter as a resoundinq. ~~ to· the proposed paragraphs. 
T~e time to think of more than the ease·· .... ·'aiid comfort of the bureaucrats 
in Washinqton, D.C., and contemplate what your proposals· will do the 
little people who h•ve to carry the· awesome burden of qovernment. PLEASE? 

Respectfully, 

• Ma~ 
• 

Manager 

cc: Michael Oldak 

JUL l 8 '0 n
1 
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.Juiv l:3, l~~l 

General Services Administration 
FAR Secretariat {VRS) 
18th 8t "F" Street, N.W. 
Rocm 4041 
Washington, D.C. 20405 

RB: FAR Case 91-13 

Sirs: 

In reference to your published proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982), specifically Section 
41.007{j) - 52.24I.l3 Capital Credits, paragraphs (b) and (c) and (d) - our 
comments are as follows: 

Paragraph (b) It is impossible for us- to furnish a list of the accrued 
credits within 60 days after the close of our fiscal year. Our audit 
has not been finalized as of this . date. Also, this paragraph says "the 
Contractor shall state the amount of capital credits to be paid to the 
Government and the date the payment is to be made. The by-laws provide 
that the directors authorize the payment when financially feasible. We 
cannot co .. it Qurselves to a definite date of payment at the time of 
allocation. 

Paragraph (c) The Cooperative's by-laws do not allow payment of capital 
credits at the time of expiration.of a contract but payment is made in a 
normal cycle. To pay you otherwise would be preferential treatment and 
pay1ng preferentially could result in the cooperativ-e losing our tax­
exe.pt status. 

Paragraph (d) Pa,..mt would be -de with a regular ca.pany check, not a 
"certified check". · Again, this presents aD extra burden. If you want 
services fro. us, thea you should follow our rules of service. 

Sincerely, 

r;!J:5t:7IIPBRATIVB 
Richard B. Kolb 
Me.Dager 

JUL l 8 :~:r:r 



· ~ . .lf/-19-13 
. SOUTHEASTERN ILUNOIS; ELECTRIC COOPERATIVE, INC. 

P. 0. Box 251 • Eldorado, Illinois162930 • Phone: Area Code Sl8/2i3-2611 . I . . 

General Services Administration 
FAR Secretariat (VIS) 
18th & F Streets, H. W., Roo. 4041 
WashiqtoD, D. C. 20405 

Jte: lA& Case 91-13 

Dear Sirs: 

I 

July 16, 1991 

I recently became aware of a GSA proposed .rule on the acquisition.of 
services fro. utilities which would require cooperatives to establish . 
a distinct and separate bookkeeping systea for any aDd all accounts 
established with. the Federal Govermaent. The lederal Govermaent is 
indeed a member of the cooperative and is certainly entitled· to the 
return of patrcmage capital; however • this patronage should be returned 
on the same basis aad same rotation as any other coaperative .ember. 
What is beiq proposed ill PAR ~e 91-13 is shallow ill th01ight, ill 
conceived, and if illpl-uted, vill result iD higher utility bills for 
all cooperative aabers, including the federal Govenaeut. 

JHC/bp 

cc: Gre1 Crase 

SiDcerely, 

S00'111EASTEIUf ILLDIOIS 
ELEcniC COOPEIATIVE, IlfC. 

/.,./4,~~ 
J- 11. cu,.ins 
General lfaDa.Ber 

JUL 

Serving Farm~ Home, And Industry In Rural Southeastern Illinois 

I Q '·-·"'; 
: u 



July 15, 1991 

Ge:1eral -Services .~dministration, 

18th and F Streets 

~.w. Room 4041 

Washington, D.C. 20405 

Re: FAR Case 91-13 

FAR Secretariat 'VASl 

(56 Federal Register 23982) - 52.241-13 Capital Credits 

Comments: 

The proposed rule changes on Capital Credits between rural· 

electric cooperatives and government agencies will be an 

accounting niq_htmare! The paragraphs (b) and (c) are 

particula.t:lY disturbing since they would cause us to handle the 

gover~ent accounts difterently than other: ~~mbers. This would 

result in discrimination and would be unfair to other members! 

There is no way that we could state the date payment of 

capital credits would be made or make payment out of order for 

one and not for.all ~embers! 

Please reconside-r at least the paragraphs (b) and (c) of 

52.241-13 Capital Credits. These paragraphs would cause all 

.kinds of trouble with rural electric cooperative across the 

nation! 

Thanks for your consideration; 

Harold Myers, Manager 

Sac Osage Electric Coop., Inc. 

• II! I I 8 I ,•, - I 



@fr( 91-18-1-5 
. ~ SOU_TH 

-~,. c:..J u u - KEN_TUCKY RURAL ELECTR.IC 
____ ) P.O. Box 910 

Ketti'! Sloan. President 

July 15, 1991 

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

Gentlemen: 

RE: FAR Case 91-13 

COOPE RA T1 VE CORPORA rtON 

Somerset. Kentucky 42502 
Phone 16061 679-4~2~ 

In section 52.241-13 Capital Credits, we agree that the 
Government-is a m~mber of the Cooperative and as any other member 
is entitled to capital credits consistent with all other members 
of the Cooperative. 

We find that parag~aph (b) & (c) are not consiste~t with the 
capital credits refunds to all other members and would cause 
unnecessary time and expense to comply with these two paragraphs. 

We also find in paragraph (d) that it would be inconsistent to 
prepare a certifi~d check to the treasurer while all other 
capital credits checks are prepared by a computer without this 
extra burden and expense. Your consideration of these points · 
would be appreciated very much. 

Very truly yours, 

2 KEN~CXY RE"'yJ~ 
Cliff~e, Director 
Admin., DB & Finance 

CMP:fb 

c: Keith Sloan, President 

JUL t 8 rr.;r' 
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~· SOUTHSIDE ELECTRIC COOPERA TIV? /-/3 .. J iJ 
·!__--

July 16, 1991 

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

Reference: FAR Case 91-13 

Dear Sir: 

I am in receipt of the proposed rules in reference to the 
above-cited case as published in the Federal Register, Volume 56, 

·Number 101, Friday, May. 24, 1991. As Executive Vice Pre·sident of 
Southside Electric Cooperative, I must take·exception to the 
proposed rule under 52.241-13 Capital Credits. More specifically, 
the sections that read as follows: 

"(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 Con-

. tracting Office, 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 tl'te payment is to 
be made." 

Southslde Electric Cooperative's Bylaws spec~fi­
cally spell out the right of the Board of Dir~ctors 
to determine when c~pital credit payments can be made 
in a manner that .will not place financial hardship on 
the Cooperative. We do provide a notification 
approximately 90 days after the close of our fiscal 
year for the capital credits assigned to that account 
for ·that year. The capital credits are accrued by 
year and not grouped together in order that payment 
can -be made for specific years. or, part· of the year as 
our financial situation allows. The payment of 
capital credits is not pre-determined for the year 
when the assignment is made. It is the goal of the 
Cooperative to end up on a ten-year rotating cycle; 
however, financial conditions· can vary that cycle in 
future years. 

Jl II ' 8 ,,,, 

Hec:xqaters 0tnce: P. 0. Box 7 Crewe. VA 23930 (804)645-7721 VA WAns Tol Free 800-S52-2118 
Western Olstrtct Oftlce: P. 0. Box 186 AltcMita. VA 24517 (804) 369-5295 
Eastern Olltrtct Oftlce: P. 0.-Box 56 OlrYwiddle. VA 23841 (804) 469-3753 



General Services Administration 
July 16, 1991 
Page 2 

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

Southside Electric Cooperative finds this to be 
in total violation of the principles of a cooperative 
where each member is refunded their capital credits 
~s th~ tooperative is financially able. This would 
place the United States Government in a preferential 
position to receive their capital credits before the 
other members of the Cooperative who must wait until 
the normal rotation cycle. for capital credits. The 
exception to this is the Board can approy~ the 
payment of accumulated capital credits upon the death 
of any patron ("natural person) if a legal representa­
tive of the estate applies for such capital credits. 
This exception was placed in effect simply to assist 
in the closing of estates and specifically identifies 
the payment for an "individual,"- not a business that 
closes. Once again, this is under the sole discre­
tion of the Board of Directors to make these pay­
ments. It certainly appears that t~e Government 
would be again violating the principles of a coopera­
tive by requesting preferential treatment. 

"(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 otherwfse directed in writing by the contracting 

· Officer. Chedks shall cite the current or last contract 
number and indicate whether the check is partial ·or final 
payment for all capital credits accrued." 

Once again, as stated above, the disbursement of 
capital credits is done on an annual basis as ap­
proved by the Board of Directors and may be for one 
or more years or, in fact, for less than one year. 
These payments are made on the financial ability of 
the Cooperative to make those payments at that given 
time. The Cooperative's account number is usually 
accompanied by a consumer's identification number 
which would be the contracting account number with 
the Federal Government. 

These specific items as identified in the published Federal 
Register proposals give the Cooperative considerable problems 
simply due to the fact that we see these changes as giving prefer­
ential treatment to· the Federal Government over the members of the 
Cooperative that contribute capital on a continuing basis. 

I must note at this point that capital credits from "associat.­
ed organizations".(such as our generation and transmission power 



General Services Administration 
July 16, 1991· 
Page 3 

supply cooperative) are returned to the members of the Cooperative 
on the same pro-rata basis as our operating capital credits, except 
they are refunded within thirteen (13) months after receipt of 
payment from these associated organizations. 

Thank you fo~ the opportunity to express our opinion on these 
proposed rules, and we certainly do not feel that the rules should 
be drafted in order to provide preferential treatment to the 
Federal Government. Electric cooperatives are unique in the fact 
that profits ~ade are returned to our members as economically 
feasible where the independently-owned electrical utilities return 
.their profits to their stockholders. We do not teel the Federal 
Government should try to take advantage of the other Cooperative 
members by requesting preferential treatment in their payment of 
capi~al credits. · 

With kindest regards, 

c. Anderson 
utive Vice President 

JCA/jlh 
C:· Mr. Robert Bergland, General. Manager, National Rural Electric 

Cooperative Association 
Mr. Michael Oldak, Regulatory Counsel, National Rural Electric 

· Cooperative Association · 
Southside Electric Cooperative Board of Directors 
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July 18, 1991 

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

Re: FAR Case 91-iJ Propos~d Rulemaking 
Comments by Centerior Energy Corporation 

Greetings: 

Centerior Energy. Corporation, on behalf of its operating 
companies, The Cleveland Electric Illuminating· Company and The 
Toledo Edison Company, submit six copies of its comments on the 
proposed re-write of the FAR, as described in the Federal 
RegiSter, Vol. 56, No. 101, .dated M~y 2 4, 1991. Date stamp and· 
return two of the copies to me in the enclosed envelope. 

Pleas·e direct questions concerning these comments to the 
undersigned, counsel for Center~or Energy Corporation. 

1204: 7-.18·91/CJ S/MES/CSC:GSAL TR 

Operating Companies: 
Clevetand Electnc Illuminating 
Toledo Edison 

Very truly yours, 

Craig I. Smith 
Principal Counsel 

Jll I 9 1991 



DEPARTMENT OF DEFENSE CCJJ-18-17 
GENERAL SERVICES ADMINISTRATION 

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Federal Acquisition Regulation: 
Acquisition of Utility Services 
48 CFR Parts 6, 8, 15, 41 and 52 

FAR Case 91-13 

COMMENTS BY THE CENTERIOR ENERGY CORPORATION, 
ON BEHALF OF ITS OPERATING COMPANIES, 

THE CLEVELAND ELECTRIC ILLUMINATING. COMPANY 
AND THE TOLEDO EDISON COMPANY 

Ill'l'RODUC'l'IOR 

centerior Energy Corporation, on behalf of its operating 

companies, The Cleveland Electric Illuminating Company and The 

Toledo Edison Company, submit these comments on the proposed 

rewrite·of the Federal Acquisition Rules (FAR),· as described in 

the Federal Register, Vol. 56 No. 101,·dated May 24, 1991. 

CIHTBRIOR BHIRGY 

Centerior Energy Corporation, a public .utility holding com­

pany, is the parent company of CEI and Toledo Edison Company: 

Ohio public utilities engaged in the generation, purchase, trans­

mission, distribution and sale. of electric energy. CEI serves 

approximately 737,000 customers in a 1,700 square mile area in 

northeastern Ohio, fncluding the City of Cleveland. 

1 . 



Toledo Edison provides service within an area of_Cf.!-J~-/7) 
pr~xirnately 2,500 square· miles in northwestern Ohio, including 

the City of Toledo, and serves approximately 283,000 customers. 

The Centerior operating companies are regulated by the 

Public -Utilities Commission of Ohio as. t_o retail sale of electric 

energy, and by the Federal Enerqy Regulatory Commission as to 

wholesale transactions of electric energy. 

'1'liB DR PROPOSAl, 

GSA1 describes its proposal as a major re-write to, in part, 

further quide contracting officers of public utility services; 

further defin~ contract terms; and better delineate existing 

statutory and delegated authority for utility service contract­

ing. Centerior is concerned about the proposal in two respects: 

TBB PROPOSAL ALTBRS GSA'S LOBG-STANDIBG 
POLICY THAT BHCOURAGBS ARBAWIDB CONTRACTS. 

GSA seemingly veers away from a long-standing policy of 

preferring areawide contracts for the acquisition of utility 

service. Areawide contracts, as "master" contracts between ~he 

GSA and utilities, benefit the federal government through effi­

cient, full service procurement of utility services from one 

electric supplier. The propos$d rule diminishes the status of 

1. For purposes of· these ~ts, the 118'Cies are collectively lcnawn • GSA or, sfn.,ly, the federal 
gcJV81"1"1111nt. 

2 



f/1-~-rrt 
areawide contracts. No longer considered "master" contracts, 

they merely become one of several means for the federal govern­

ment to acquire utility services. 

Besides ending its preference for _areawide contracts, GSA 

encourages the u~bundling of utility services upon the rationale 

that separately negotiated contracts promote competition. This 

newly pron~unced policy to unbundle services that utilities 

· traditionally provide, and upon which they determine their cost 

of service, is facilitated by proposed paraqraph 41 •. 004-2 (a): 

" ••• If competition for an entire utility servi.ce is not 
available, the market survey may be used to determine the 
availability of competitive sources ·for certain portions- of 
the requirement.". (emphasis added) 

The GSA interest in bifurcating the rendition of utility 

service into separate distinct components is further underscored 

by the definition of "entire utility service", to include partial 

services,·- s1ich ·as standby or back•up service; the generation, 

transmission and/or distribution of electric energy; product 

quality, system reliability, and system operation; as well as the 

metering and billing for the product (Id.). 

GSA's variation from the traditionally perceived rendition 

of full utility service signals a distUrbing chanqe in emphasis • 
• 

An incremental, piece-meal approach to the acquisition of utility 

3 



· · t/1~13-rr 
services destroys the efficiency and reliability adv~ntages 6( : ( 

receiving generation, transmission and distribution s~rvice fro~ 

fully~integrated utility systems. 

This now divergent emphasis on the part of GSA hardly will 

end the debate; rather, it brings into focus whether lower costs 

for the federal government will-actually result from less 

reliance and from the de-emphasis of areawide contracting; and, 

conversely, it brings into focus whether utilities, knowing that 

the government will only enter into areawide contracts as a last 

·resort, will have incentives to enter into them at all. 

GOVBRHMENT PROCUREMENT ACTION TO ENCOURAGE 
RB,AIL WHEELING OP POWER. TO ITS FACILITIES 
IS A POLICY NOT ARTICULATED BY CONGRESS, 
AND WOULD BB, IN PACT, CONTRARY TO CONGRESS' 
DIBRGY DACTMBNTS ABD RUB CONTRARY TO SOUND 
PUBLIC BNBRGY POLICY. 

An obscure provision of paragraph 41.004-S(b) (7), re~ires 

the contracting officer to document the willingness of the 

utility "to wheel or otherw.ise transport utility service 11 • As 

used in this context, "utility service" would include the trans-

mission of service directly to the federal agency from sources 

other than the local utility in whose service franchise territory 

the agency is located •. 

• 
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OFFICE OF THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, DC 20301-3000 

ACQUISITION 19 AUG 1991 

DP(DARS) 

MEMORANDUM FOR LTCOL MICHAEL RILEY, OASD(PA) (DFOI & SR) 

SUBJECT: DAR CASE 90-4?1, ACQUISITION OF UTILITIES SERVICES 

Attached is a matrix of 259respondents and public 
comments received from those respondents on the proposed rule 
of subject case published in the Federal Register on May 24, 
1991, (56FR 23982). This case involves revisions to DFARS 
Part 241. 

These comments are provided for the public's review or 
request for copies. Ou~ ca~~·manager is Mr. Charles W. Lloyd 
who may be contacted at (703) 697-7266. 

~E. Cte~ 
LINDA E. G~~E . · 
Deputy Director 

Defense Acquisition Regulations Council . 
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OFFICE OF THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, DC 20301,-3000 

ACQUISITION 

DP (DARS) 

MEMORANDUM FOR LTCOL MICHAEL RILEY, OASD(PA) (DFOI & SR) 

SUBJECT: DAR CASE 90-4 71, ACQUISITION OF UTILITIES. SERVICES, 
ADDITIONAL PUBLIC COMMENTS 

Attached is a matrix of an addendum to a previously 
received public comment ahd three additional public comments 
received from respondents on ·the proposed rule of subject 
case published in the Federal Register on May 24, 1991 
(56FR23982) . This case involves revisions to DFARS Parts 
2.41. 

These comments are .provided for the public's review or 
request for copies. Our case manager is Mr .. Charles W. Lloyd 
who may be reached at 697-7266. 

~A(.&::;; 
Deputy Director 

Defense Acquisition Regulations Council 
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Ms. Beverly Fayson 
August 5, 1991 
Page 2 

Please do not hesitate· to contact me if you have -any questions about this· correction 
of our comments. 

HRS:ew 
Attachment 

cc: Mr. Charles Lloyd 
Defense Acquisition Regulatory System 
1211 South Fern Street 
Arlington, Virginia 22202 

Mr. Edward·H. Comer 
Edison Electric Institute 
701 Pennsylvania Avenue, N.W. 
Washington, D.C. 20004 

Very truly yours, 

!i1~~ 



c) .CP &L's planning personnel annually request specific information regarding 
the ten-year load 'forecasts for military bases. The possibility of several large 
military bases being able· to terminate service at the same time is likely to · 
make CP_&L's planning and load forecasting much more difficult, and in the 
long term this could increase CP &L's costs and potentially jeopardize reserve 
margins. 

RECOMMENDATIONS: 

1. Section 52.241-2(a) should be amended as follows (bold type represents language to be 
added): 

For the period (date) to (date), the Contractor agrees to furnish and the · 
Government agrees to purchase (spedfy type) utility services in accordance 
with the applicable tariff(s), rules~ and regulations as approved by the 
applicable governing regulatory body and as set forth in the contract. [Note·: 
The phrase "For the period (date) to (date)• may be deleted if an indefinite 
term is desired.] 

2. Section 52.241-2(b) should be deleted. 

- 4-



OP'I'ICII AT soe SOUTH t &TH 

PARK ELECTRIC CO-OPERATIVE, INC. 
P.o. aox •oa 

LIVINGSTON, MONTANA QJ-/3-2/oO 
81047 

July 22, 1991 
Rodney E. Siring 

MANAO&IIt 

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

Re:. FAR Case 91-13 

Gentlemen: 

We are just in receipt of a proposed rule on the acquisition 
of services from utilities (56 Federal Register 23982). 
Specifically, GSA is proposing at Section 41.007 (j) that 
the following lartguage be added to all contracts between 
·federal facilities and cooperative utilities: 

52.241-13 Capital Credits 

(b) Within 60 days after the close of the 
contractor's fiscal year, the contractor 
shall furnish to the COntracting Officer, 
in writing a list of accrued credits by 
contratt numb~r, 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. 

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

tie have concern with tho.se two paragraphs. I will try to 
enumerate our concerns below. 

1. A rural electric cooperative usually cannot provide 
capital credit information within 60 days. It 
takes more time than that to complete an audit and 
an audit is required before assigning capital 
credits. Rural Electric Cooperatives are governed 
by a set of By Laws and the Rural Electric Admin­
istration. The By Laws and agreement with REA does 
not allow Capital Credits to be returned in less 
than a 10 year cycle. 

• I '"' -· 7 



Park Electric Cooperative, Inc. -· -
August 2, 1991 
Page 2 

( 2) 

Furthermore, the accounting for capital credits 
takes significant time and, therefore, capitai 
credit assignment is usually made·sometime after 
the 60-day period. We recommend paragraph (b) be 
changed to r.ead "In accordance with the By-Laws of 
the cooperative, the Contractor· shall furnish to the 
Contracting Officer, or the designated represented 
of the Contracting Officer, in writing a list of 
accrued credits." · 

Rural electric cooperatives generally retain capital 
credits for a period of ten to forty years. Since 
funding from REA.is being reduced, rural. 
aie being cal~ed_upon to increase their equity 
positi_on. The only way to increase equity 
position is through retaining of capital credits. 
Furthermore, cooperatives do not know when capital 
cre~its will be refunded. It depends upon the 
financial strength of the utility. Your proposed 
wording in paragraph (b) indicates the Contractor 
shall state to the Government the date payment is to 
be made. As stated above, this is almost 
impossible. Furthermore, in paragraph (C) it. 
ind{cates that upon termination or expiration of the 
contract, the Contractor shall make payment-to the 
Government for.unpaid credits. This, as I state 
above, is al~ost impossible and should the rural 
electric make a special provision to the Government, 
it would be discrimin·atory and the rural electric 
would need to make payment to all customers. We 
recommend deletion of paragraph (c)·. 

I hope this information is valuable to you. If we can be of 
further assistance, please let us know. 

Sincerely, 

INC. 



DEPARTMENT OF THE TREASURY 
WASHINGTON 

AUG 21991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW, Room 4041 
Washington, D.C. 20405 
Attn: Mr. Edward Loeb 

Subject: FAR Case 91-13, Utility Services 

Dear Mr. Loeb: 

We have reviewed the proposed rule assigned subject FAR case 
'number. As a result of our review, we have several coDments 
which are set forth in the enclosure hereto. 

Please refer any questions to Barbara Marshall at (202) 566-8715. 

Enclosure 

s· cerel:A:y, . , _/ _ 
,1:/--. fo~ v._ • 

,, James J. Fisher 
Assistant Director for 
Procurement·Policy and Review 



ENCLOSURE 

COMMENTS REGARDING FAR CASE 91-13 

1. FAR Part 6.302~l(c) states that contracts awarded using this 
authority shall be supported by the written justifications and 
approvals described in FAR 6.303 and 6.304. FAR 5.202(a) (5) 
states the Contracting Officer need not submit the notice 
required by 5.201 when the contract action is for utility 
services other than telecommunications services and only one 
source is available. It is recommended that when it is common 
knowledge that the utility service is provided by. only one s.ource 
witin a state, that the Contracting Officer prepare a 
determination and finding to justify the exception to synopsizing 
for the file, and exempt the requirement from the formal sole 
.source justification requirement. 

2. Section 41.00J(b) has delegated authority to DOD and DOE to 
enter into utility service contracts for periods not exceeding 
ten years. If other agencies have a requirement for a contract 
exceeding one y$ar they must get a delegation of authority from 
GSA. Was the intent to give agencies blanket authority to 
contract for periods of one year and less? 

3. The concept of a delegated agency is a bit confusing, when 
read in the context of awards for utility services. It would 
appear that the difference between a delegated agency and a non­
delegated agency lies in the amount of oversight provided by GSA 
during the actual award process. For instance, 41.004-3(c) 
states that non-delegated agencies, unless performing their own 
review, must obtain GSA review and approval prior to award. 
Thus, it appears the delegation provides independence from GSA 
involvement during the acquisition process (although GSA will 
coriduct periodic overall reviews) unless a bilateral contract 
cannot be used. If this interpretation is correct, this GSA 
delegation appears to differ from other types of GSA delegations, 
ie., those under the Brooks Act, in which the deleqation provides 

.the procurement authority to a~quire the service or supply. In 
the case of utilities, it appears the delegation does not provide 
procurement authority, but rather removes GSA from oversight of 
the instant acquisition. Perhaps this area could be clarified. 

4. Section 4l.003(a)(3) cites various statutory authorities, 
including 42 u.s.c. 2204 regarding the authority provided to DOE 
~o enter into new. contracts for electric services for ·periods not 
exceeding 25 years for certain installations. It would appear 
that this authority takes precedence over that provided in 
paragraph (b) of this section which provides a ten year authority 
to DOE. Pel;'haps this area should be clarified. 

5. Section 4l.004-2(a) requires a market survey. What is the 
purpose of this if it is known that only one utility company can 
provide the service? 
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6. Section .41.004-2(c) requires agencies to submit a copy of the 
·letter of refusal, statements of the reason for the refusal, and 
the record of negotiations to GSA prior to acquiring utility 
services without executing a contract. The section does not 
require GSA t~ approve the action, .~ather it requires the agency 
to notify. Given this intent, why c_an•t the notification be 
given to GSA after execution of an agreement? 

7. Section 41.004-2(c) further states that after notifying GSA, 
· the agency may proceed with the acquistion and pay for the 

utility service by issuing a purchase order or by ordering the · 
utility· service a_nd paying for it upon the presentation of an 
invoice. Most accounting office payment systems will not pay 
invoices unless.they are properly completed with a contract or 
order number. In addition, Contracting Officers should not order 
services unless the . orderinq document includes the mechanism·· for 
payment, ie., where the invoice should be submitted, 

··appropriation codes, useagejconsumption, etc. Most agencies 
currently order utility services using some acceptable method. 
We·recommend that you .include in the regulations payment 

·procedures such as forms to use, etc., which will be accep~able 
to most accounting offices. 

a. Section 41.004-2(e) states if an agency cannot get the 
contractor to execute a contract., the determinations made and 
actions taken are only. qood for one year. It further adds that 
the agency must take action to execute a bilateral ·written 
agreement prior to the expiration of the one year period. What 
does this mean and what happens ·if this action is unsuccessful? 
If still unsuccessful after the one year period expires, does the 
agency have to do another _market survey and another solicitation? 
To annually issue a solicitation requesting a proposal from 
utility companies who have repeatedly refused to sign formal 
contracts seems unduly burdensome. If the concern is with buying 
utilities without an executed bilateral agreement,·the 
Contracting Officer could be required to make an annual 
determination on the possiblity of getting the contractor to 
execute a bilateral agreement. If nothing ha$ changed since the 
agreement was entered __ into or the last determination made,.the 
Contracting Officer should document the file accordingly and 
continue with the agreement. If the Contracting Officer has 
reason to believe the contractor will now sign a bilateral 
contract, one should be prepared for signature; however, new 
·solicitations .and market surveys should not be required. The 
determination ·of the Contracting Officer could be done 
concurrently with the ·required annual review. 
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9. Clause 52.241-4, "Contractor's Facilities", paraqraph (d) 
should be writt~n to give the Government-the option of 
neqotiatinq to purchase the facilities rather havinq no option 
other than requirinq the contractor to restore the premises to 
their oriqirial condition. Fifth line of paraqraph (d), "revoke" 
should be chanqed to "invokes". 

10. Clause 52.241-1, paraqraph (d), first line should be changed 
. to "Any changes to agreed rates, terms or conditions ••• ". 



General Services Administration 
Office of Acquisition Policy 

Washi.ngton, DC 20405 

August 16, 1991 

MEMORANDUM FOR ALBERT A. VICCHIOLLA 
DIRECTOR 

FROM: 

SUBJECT: 

OFFICE OF FEDERAL ACQUISITION POLICY (VR) 

-_,-~-'~GS~ Nt~LI J 

Federal Acquisition Regulation (FAR) 
Acquisition of .Utility Services (FAA case 91-13) 

The General Services Administration (GSA)· supports your efforts 
to rewrite the FAR coverage dealing with the acquisition of 
utility service. The proposed new Part 41 represents a major 
improvement over the current coverage. GSA does, however, have a 
number of comments and recommendations for revision which we 
believe, if adopted, will improve the final product. Our 
comments and recommendations are attached for your consideration. 

If you hava·any questions regarding GSA's comments, .please 
contact me on 501-1224. 

Attachment 

. ~ . . 
Feoerai Recycling ~·ccram 11 .. P~1n:ec on ~ecvctec ;:,3Der - ~.. . 

At'" ' ,.. II'""'' 
·~~~---- -~ 



1. FAR 15.812-2 --Capitalize "P" in "Part 41." 

2. FAR 41.001 --In the definition of "Authorization," 
change "that areawide contract" to "an areawide contract." 

The definition of "Connection charge" should be revised to 
make it clear that the charges are in addition to the 
charges for monthly service. If the supplier's monthly 
service rates include the cost of connecting facilities, a 
connection charge would not be appropriate. GSA recommends 
the definition.be revised to read "Connection charge means 
and amount charged the Federal Government by the utility __ 
supplier, in addition to charges for monthly service, for 
special facilities on either one or both sides of a 
Government delivery po"int that are required to make 
connections with existing supplier facilities. The special 
facilities are installed, owned, operated, and maintained by 
the utility supplier. Connection charges may be made if the 
supplier's monthly service rates exclude the costs of these 
facilities (se~ Termination liablity)." 

In the definition of " Federal Power and Water Marketing 
Agency," change "supply·services to customers" to "supplies 
to customers." 

Revise the definition of ."Franchise .service territory" to 
shorten and clarify. Suggest revising to read as follows: 
"Franchise service territory means a defined geographical 
area that a utility supplier has been granted the right to 
serve." 

In the definition of "Intervention,u add the w6rd 
"executive" between "Federal" and "agencies." GSA's 
int~rverttion authority, aqd therefore the authority of 
agencies acting under delegations from GSA, is limited to 
representation of Federal executive agericies. 

Delete the words "or delivery points" from the definition of 
"Multiple service locations.• A delivery point is consider 
to be the point at which a meter is located at a service 
location. By contrast, a service location is the geographic 
location at which service is received. Several different 
delivery points may be designated at.a single service 
location. The portions of the proposed regulation that 
refer t6 "Multiple service locations" (FAR 4l.007(g) and 
52.241-lO) refer to different service locations throughout a 
supplier's service terr1tory rather than delivery points. 

Delete the words "delivery pcint(s)" from the definition of 
"separate contract" and substitute "service location(s)." 
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Also, suggest th~t consideration be given to adding "between 
a Government entity and a supplier" after "contract" and 
before the parenthesis. 

Other cust9mers may utilize connecting facilities. 
Therefore, in orQer to make it cl~ar that the Government is 
only liable for its proportionate share of the unrecovered 
con~ecting costs GSA recommends the definition of 
"Termination liability" be revised to read "Termination 
liabili"ty • • • supplier its proportioJtate share of any 
unrecovered net cost of su~plier provided connecting 
facilities in th$ •• ·• terminates a service contract. A 
termination liability may be in. conjunction with, or in ··lieu 
of, a ·connection charge (see connection charge)." 

The definition of "Utility service" should be amend~d to 
make it clear that natural ga·s purchased as a commodity at 
the wellhead is not a utility service subject to Part 41. 
GSA reco.mmends the insertion of a parethetical statement 
after "gas." The statement should read "(except when 
provided as a 'commodity at the wellhead)." 

The text of the regulation uses the· term "unpublished rate" 
but the term is not defined. GSA recommends the addition of 
a ·definition to.add clarity to the regulation. Suggest the 
following definition be added "Unpublished rate means a 
rate or tariff riot contained in a utility supplier's 
generally available list of published tariffs. A supplier's 
unpublished rates may only be available upon specific 
request concerning the availability-of such rates.•• 

3. FAR 41.002 -- Recommend that paragraph (a) be revised 
to delete "including connection charges arid termination 
liabilities." and substitute "including service connection." 
The current text suggests that connection charges and 
termination liabilities are services provided by th·e 
utility. 

Recommend that paragraph (b) ( 1) be revised to refer. to 
Subpart 17.5.instead of FAR 41.004-6. FAR 41.004-6 is 
unnecessary arid can be deleted completely. The reader 
should be refered directly to FAR 17.5 instead of to 
41.004-6 which simply refers the reader back to FAR 17.5. 

Paragra-ph (b){7) is not clear and its accuracy is 
questioned. First, the definition of a shared-savings 
project does not app~ar to be. complete or to accurately 
describe what is contemplated by the statute. GSA 
recommends it be revised to read "shared-savings project 
means a project ·in which in·which the Federal Government and 
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a private contractor agree and enter into a contract which 
provides that.the private contractor will finance and 

·perform energy conservation or load ma.nagement activities at 
a Federal fa~ility in return for a share of resulting 
savings to .the Governme-nt." Second, the reference to "any 
energy savings_or purchased utility services directly 
resulting from implementation of such measures" is not 
clear. GSA suggests you clearly state that contracts for 
utility service entere~ into by Federal agencies to service 
locations wh.ere shared-energy savings projects have been 
implemented may be entered into using the procedures in Par.t 
41. Finally, the reference to 25 years should be deleted. 
As written it is -.ore confusing than helpful. Contracts for 
shared-:-energy s·avings projects may be entered into for up to 
25·years. The term of the contracts for such projects has 
nothing to do with the term of utility service contracts 
that may be entered into to acquire utility service for 
locations that have implemented shared-energy savings 
projects. 

4. FAR 41.003 -- Agen~ies other than GSA, ·ooo, and DOE have 
authority to contract for utility service subject to ann~al 
appropriation limitations. For completeness and ciarify the 
a·uthori ty of other agencies should be mentioned. 

GSA recommends that the last two sentences of paragraph 
(a)(l) be revised to read "This authority encompasses 
related functions such as contracting for utility services 
for periods not to exceed 10 years, managing public utility 
services, and representing the Federal executive agencies in 
public utility proceedings before ·Federal and state 
regulatory bodies." 

Paragraph (b) should be revised to refer to "connection 
services" not "connection charges." Contracts are entered 
into for servi.ces not charges. Suggest rewording to read 
"GSA has delegated its auth6rity to enter into contracts for 
utility services (including service connections) for periods 
••• and for connection services only to the Department of 
Veterans Affairs." · 

5. FAR 41.004~1 -- The reference to 41.004-6 in paragraph 
(d) (3) (ii) should be deleted. As noted earlier, FAR 
41.004-6 is not needed and only serves to take the reader to 
41. 004~6 for the purpose of being re_~erred back to FAR 17.5. 

~ 

GSA recommends that paragraph (e) be revised to (1) 
eliminate the double negative, and (2) delete reference to 
"market survey" because the use of the. term is inconsistent 

.with FA.~ 7.101. Suggest the paragraph be revised to read 
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•(e) Prior to ••• with the advice of legal counsel, through 
discussions _with available suppliers and other appropriate 
means, that such competition is consistent with state law 
and requlations, state territorial "agreements, and state 
utility commissio~ rulings that govern the provision of 
electric se·rvice. Proposals from ••• in a manner consistent 
with ••• • 

6. FAR 41.0.04-2 -- Capitalize "p• in •part• in paragraph 
(a) for consistency with the rest of the FAR. 

Suggest paragt;aph (b) be revised to read •As part of the 
-procurement process, the contracting officer shall consider, 
. in addition to alt.ernative competitive sources, use of the 
foilowing method$:• The reference to market survey seems 
inappropriate in light of the items listed. · 

Paragraph (b)(3) should be revised to delete reference to 
41. o·o4-6 and substitute FAR 17.5. As noted earlier I FAR 
41.004-6 is not neede·d and should be deleted. · · 

Pargraph (c) should be amended to delete the reference to a 
"corporate officer" and substitute a •responsible official". 
Not all utilities are corporations. 

Paragraph (c)(l) should be deleted in its entirety. 
Instructing eontracting personnel to issue a purchase order 
in accordance with 13.5 cre.ates more questions and problems 
than it solves. A purchase order is an offer by the 
Government and becomes a binding contract as soon as the 
supplier acknowledges receipt of the order or provides the 
service. ·Trying to use a purchase order, which becomes a 
contract as soon as the utility supplies service, in 
situations where a utility has expressly refused to accept a 
Government contract with the same terms and conditions that 
are: on the back of the purchase order is questionable and 
confusing to contracting personnel. Secondly, limiting its 
use to the smail purchase limitation means it is of little 
utility_anyway. Paragraph (c)(2) should be revised to 
delete •formal contract" and substitute •written contract• 
and to delete the reference to issuance of a purchase order. 

Paragraph (d) should be revised to read •When obtaining 
service without a written contract, the contracting officer 
shall --establish -a utility history file. This utili"ty 
history file shall contain, in addition to applicable 
documents described in 4.803, the following:" 
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Reference in paragraph (d)(2) to "a corporate officer" 
should be replaced with a reference to "a responsible· 
official" for the reason stated·earlier. 

Paragraph (d) (4) should be amended to refer to both 
connection charges and termination liabilities. Suggest it 
be revised .to read "Historical record of ••• connection 
charges and/or te-rmination liabilities." 

GSA recommends that paragraph (e) be revised to delete the 
re~erence ·to •on~ year• and substit~te "three years•. 
Efforts by a contracting officer to obtain a bilaterally 
executed contract s_o soon ~fter a definite and final refusal 
by the utility, if one is given, are unlikely to be 
successful. Use of contracting officers time for such an 
effort i~ not consider~d to b~ efficient. A three year 
period allows t-ime for a change "in supplier attitudes and is 
more likely to result in a s.uccessful agreement. 

7. FAR 41.004-:-3 -- Suggest that pa-ragraph (a) be revised 
to "'read ..... provide technical and acquisition assistance, 
including pre-award reviews (see 41.005), and will arrange 

" Also, delete the parenthetical st~tement at the end of 
the paragraph and add a parentheses to the last sentence 
just before the period. 

Qelete the phrase •or annual review" from paragarph (c)(l) 
because its use is out of context and not relevant. · The 
paragraph is discussing contracting for utility services and 
review of prospective contract documents. 

GSA recommends that paragraph (e). be revised to read "(e) 
Agency requests for review and approval, as described in 
paragraph (c) of this subsection, shall only apply to 
contracts considered by the requesting agency to be ready 
for award. Such requests shall contain the information 
required by 41.005 and shall be forwarded to GSA as early as 
possible, but not later than 20 calendar days prior to the 
date new services are to commence or expiration of an 

. existing contract. If GSA does not respond to the 
requesting agency within 20 working days after it receives a 
proposed utility service contract for review and approval 
(or within a lesser period if agreed· upon), the requesting 
agency may execute the contract without GSA approval." This 
change is recommended to make it clear that the 20 day 
deadline ap~lies orily to contract actions that are ready for 
award. If a contract action is incomplete and forwarded ·for 
GSA review, GSA's role is considered -an "assistance~ action 
as described in 41.004-J(f). 
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8. FAR 41.004-4 --Paragraph (b) should be revised to make 
it clear that both the supplier and the Government need to 

·sign the authorization form. · Suggest the paragraph be 
revised to read.~ ••• Upon bil~teral execution of an 
authorization by the contracting officer and the utility 
service supplier, the supplier is required to furnish the 
services specified therein, without ••• • 

The language contained in an areawi~e contract· specifies use 
of an Authorization Form as the ordering document without 
mention of the need for a SF-26. FAR 41.001 further defines 
an Authorization Form as the docume·nt used to order service 
unde·r an areawide contract· without mention of the need for 
any_ other forms. Accordingly, GSA recommends deletion of 
the requirement for a SF-26 in paragraph (c). The use of 
the SF 26 would·r~sult in a duplication of effort because 
all relevant entries on the SF 26 are also required on the 
Authorization Form. GSA has successfully used the· 
Authorization Form when ordering service from an areawide 
co~tract for years and sees no purpose to be served by 
adding a requirement for the SF-26. GSA suggest-s that 
paragraph (c) b_e revised to read "the bilaterally executed 
authorization under an areawide eontract shall include as 
attachments.any supplemental agreements between·the ordering 
agency and the c_ontractor on connection charges, special 
facilities, or service arrangements." 

Based on the preceding,comment paragraph (d) should also be 
revised to delete reference to the SF 26. 

9. FAR 41.004-5 -- Recommend paragraph (a) be revised to . 
(1) ~liminate reference to 41.004-6 consistent ~ith 
preceding comments, (2) recognize that a supplier may refuse 
a tendered ~ontract, (3) add a reference to 41.004-2 since 
it.specifies requireu.~ents not explicitly contained in the 
other references listed, and (4) omit the reference to 
41.004-3(d) because it relates to requests for pre-award· 
review authority, not contracting-requirements. Suggest the 
paragraph be revised to read as follows: • ••.• In the absence 
of ••• or interagen·cy agreement (see 17.5 for information on 
use· of interagency agreements), agencies shall acquire 

·utility services by separate contract, ·unless the supplier 
refuses, subj•ct to their contracting authority (see 
41.003), and the requirements and limitations of 41.004-1, 
41.004~2, 41.004-3(c) and 41.008.• 

Revise paragraph (b) to delete the phrase .. Subject to the 
~rocedures contained in 41.004-2," because is not a belp to 
the reader. The ref~renced section deals with documentation 
not procedures. · 
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Paragraph (b)(4) should be revised to refer to 
"subparagaraph" and ••subsection" instead of "paragraph" and 
"section" in order to conform with FAR 1.104-2. 

Paragraph (c) should refer to "41.005" instead of just 
paragraph ·(b). ·Also, the order of the FAR cites should be 
reversed to put·· them in the order that they appear in the 
regulation. 

10. FAR 41.004-6 -- For the reasons previously stated, this 
section should be deleted in its entirety. 

11. FAR 41.005 -- Recommend that paragraph (a) be amended 
(1) to add a parenthetical reference to 41~004-J(c) after 
•required", (2) to delete.of the phrase •sufficiently in 
advance of award to permit a complete review." because FAR 
41.004-J(e) which is referenced spells out the specific 
timeframes, and (3) to delete the reference to •assistance" 
in the second sentence because the section deals with 
pre-contract reviews not contracting assistance. 

Delete .language concerning connection charges from paragraph 
(b)(2) because iris repetitious of 4l.OOS(b)(7)(i) and 
therefore unnecessary. 

Revise subparagraph (b)(7)(i) to add a reference to tariff 
provisions or written policy of the supplier. Recommend 
revising t·o tead "Proposed refundable ••• and its rationale 
for the charge including applicable tariff provisions or 
written policy of the supplier:" 

GSA recommends that subparagraph (b)(7)(ii) be eliminated 
and that fanguage be included in the contr~ct to the effect 
that a connection charge to the Government shall not exceed 
charges to other customers for similar connection services. 
As written, this ~ection of the regulation probably 
constitutes an information collection subject to OMB · 
approval under the Paperwork Reduction Act. Such a course 
of act.ion would be consistent wi.th the treatment of other 
supplier charges. 

Delete the phrase •or suppliers" from the first sentence of 
paragraph (c). Also, recommend that subparagraph (c)(S) be 
revised to read "For electric service contracts, a statement 
noting whether transformers and other system components, on 
either-·- side of the delivery point, are owned ••• •• 

Recommend that-paragraph (d) be revised to read "Agencies 
receiving GSA delegations of contracting or pre-award review 
authority sha.ll establish appropriate pre-award review 
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procedures for contracts that exceed the dollar thresholds 
specified in 41.004-J(c)(l) and (2).• 

12. FAR 41.006-1 -- GSA recommends that paragraph (b) be 
revised for clarify and to explain the purpose of monthly 
and annual reviews. Revise to read •Agencies shall review 
(a) on a m6nthly basis,· utility service invoices, and (b) on 
an annual basis, each contract or authorization for service 
in amounts that exceed the small purchase limitation. The 
purpose of the monthly review is verification that invo-iced 
services were received. The purposes of annual reviews are 
to ~nsure that the utility supplier···1s furnishing the 
services to each facility under the utility's ••• competitive 
resolicitations ••••• If a change in rate schedule is 
appropriate, ••• to begin billing-_under the lowest cost rate 
schedule immediately. -The change to the new schedule shall 
be document.ed .by the contracting officer by execution of a 
new-authorization if services are·procured under an areawide 
contra~t .or by executing a contract modification if services 
are procured ~nder a separate contract. A copy of the new 
authorization or modification shall be forwarded to the 
agency • s office that is responsible for ver.ifying bill 
amounts... · · · 

13. FAR 41.006-2 -- Paragraph (a) should be revised to 
recognize 'the fact that proposals for change may come from 
other than the supplier. Suggest it be changed to read · 
•When a change is proposed to rates or terms and conditions 

M 

Paragraph (b) should be similarly changed to recognize 
proposals for change may come from other than the supplier. 
Suggest it be changed to read uWhen a change is proposed in 
rates or terms ••• the matter shall be referred to GSA at the 
address provided in 41.·004-3 (b). The ••• request from GSA a 
delegation of authority to intervene on ••• • 

Paragraph (c) should be revised to (1) recognize that rate 
changes may result from other than a supplier's request, (2) 
recognize. that contract language may automatically 
incorporate a rate change without a contract modification, 
(3) recognize that a contract may not exist, (4) direct 
copies of the rate change to the agency office responsible 
for certifying invoices for payment: (normally not the paying 
office), and (5) eliminate an unnecessary reference.to 
41.006-1. su·ggest it be amended to read "If a regula tory 
body approves a rate change, ••• any rate change shall 
automatically be made a part of the contract (if any), 
without contract modification. . .• to avoid late payment 
provisions. A copy of the approved rate change shall be 



9/-1:1-2.~1-
- 9 -

.sent to the agency's office responsible for certifying that 
services have been received and the accuracy of the amount 
of invoices." 

Paragraph {d l should be revised to ( 1) recognize that ~ . 
·contract may not exist, and ( 2) direct copies of the 
contract modification to the agency office reponsible for 
certifying reqeipt of services and the accuracy of the 
amount of invoices. ·Suggest it be amended to read • ••• any 
rate change shall be.~ade a part of the contract {if any), 
by contract modification. A copy of the contract 
modifi-cation or notice of rate change shall be sent to the 
agency office responsibl• for certifying that services have 
been received and the accuracy of the amount of the 
invoice.• 

14. FAR 41.007 -- Recommend paragraph {a) be revised to 
read ••. Because· ••• fro~ area to area, differences may exist 
in the terms ••• of the prescribed clauses ..... 

Suggest that "a" be inserted before •regulatory body" in 
paragraph (e). 

In order to note that a termination liability may be in 
conjl,lnction with or in lieu of a connection charge, and to 
clarify what facilities·are referenced, GSA recommends that 
paragraph (f) be revised to read "The contracting officer 
••• in conjunction with or in lieu of a connection charge 
upon completion of the connecting facilities." 

15. FAR 41.008 -- Consideration should be given to creating 
a new form specifically designed for acquiring utility. 
services instead of mandating the SF-33. If a new form is 
not created more flexibility should be provided to use other 
contracting forms.e.g. SF-26 or SF-1447. 

16. FAR 52.241-2 -- Paragraph (a) of the clause should be 
revised to make it clear that the contract does not bind the 
Government to regulatory body approved tariff(s), rules, or 
regulations that are contrary to Federal law •. The last 
sentence of paragraph (d) should also be revised to provide 
for prorating the monthly charge if the service begins or 
ends during the month. . 

17. FAR 52.241-3-- A "class of se·rvice" such as "coJD.IDercial" 
class may have more than one rate schedule for which 
commercial customers may qualify dependent upon specific 
service requirements and load characteristics. Since the rate 
schedule within a class is the determining factor for cost, 
the rate schedule instead of the clas·s of service should be 
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the focus of the clause. Accordingly, GSA recommends (1) the 
·clause be retitled as "Change in Available Rate Schedules or 
in Service Requirements", ( 2) ·that paragraph (a) of the clause 
be revised to read "In the event of a change in available rate 
schedules or in Government requirements and load · 
characteristics, the service received shall be provided under 
the Contractor's lowest cost :ate schedule applicable to such 
service.•, and (3) that paragraph (b) of the clause be 
modified to insert the·word "governing" before •regulatory 
body" to make it clear which regulatory body is being 
referenced. · 

18. FAR 52.241-4 -- Paragraph (a) of the clause should be 
revised to recognize tnat the governing regulatory body may 
specify the conditions under which contractor failities are 
provided ant·the method of cost recovery, and "point of 
delivery" should be changed to "point(s) .of delivery." 

Paragraph (b) of the clause should also be revised.to (1) 
correct the typographical error in the first ·sentence by 
changing "thi" to "this", (2) recognize the influence of the 
governing regulatory body on su.pplier responsibilities, (3) 
modify the phrase "assumed by the Contractor" to read "the 
obligation of the Contractor.• for consistency with FAR 
52.241-S(b}, and to clearly state the Contractor's 
responsibili~y for "repair". 

Paragraph (c) should be revised to recognize that security 
considerations which do not. rise to the level of "national 
security" may result in restrictions on access. Suggest the 
language be modified to read • ••• considered necessary for 
security reasons.• 

The first sentence·of paragraph (d) of the clause should be 
revised to read "(d) Consistent with rules established by the 
governing regulatory body, such facilities shall be restored 
as near as practicable to the original condition, ordinary 
wear excepted, within a reasonable time after termination of 

·this contract or discontinuance of service to the Government." 

GSA also recommends that addition of an additional paragraph 
to recognize the respecti-ve liabilities of the Government and 
the contractor. Suggest a paragraph that reads as follows be 
added "(e) The Government shall in.no event be liable or 
responsible for damage to any person or property directly 
occasioned through the Contractor's use or operation of its 
facilities, or through other actions of the Contractor; 
provided, however, that the Contractor shall not be liable or 
:esponsible for the actions of the Government, its employees, 
or agents." 
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19. FAR 52.241-5 Paragraph (a){l) should be revised to 

(1) recognize the in~luence of a governing regulatory body on 
metering and meter reading requirements, (2.) correct the 
typographical error ("jto"), {3) add meter repair as a 
contractor responsibility, and (4) change •at the .service 
location" to " at a service location." - · -

Paragraph (a){2) should be revised to clarify what is being 
prorated. If the co·st to be prorated ate associated with 
minimum monthly charges or other fixed amounts based on a 
fixed billing period of •x" days, the clause should clearly 
state same. · 

Modify the second sentence of paragraph (b)(l) to change "will 
have" to •has •. 

Modify .the first sentence of paragraph (d){l) to refer to 
"each" service location instead of "the" service location. 
There may be more than one location.· The language should also 
be revised to,reflect the influence of the governing 
regulatory body on billing adjustments. If you are only 
paying for mete~ed service it may not be necessarY to make an 
adjustment. Doesn't this only relate to situations where 
there is a minimun monthly charge. 

Modify the last sentence of paragraph (d)(2) to insert the 
word·"billing" before "period." 

20. FAR 52.241-6 -- GSA recommends that paragraph (b) of the 
clause be revised to (l) eliminate unnecessary reference to 
"published and unpublished rate schedules," (2) eliminate 
unnecessary use of the word "currently", i.e.; "throughout the 
life of this contract" is sufficient, (3)make clear that the 
•cost" associated with service under alternative rate · 
schedules is the point of focus, and (4) eliminate unnecessary 
reference to the "same class•, i.e., the point of focus is 
•similar service requirements.• Suggest the paragraph be 
revised to read • The Contractor hereby represents and 
warrants that throughout the life of this contract the rate 
schedule ( s) under which the Government is billed is -the lowest 
cost schedule(s) available to any other customer of the 
Contractor with similar service conditions, requirements, and 
load characteristics." 

GSA also suggests that paragraph (d) be deleted as 
unnecessary. By other terms of the contract the Government 
has already agreed to rates approved by the governing 
regulatory body. If it is retained the word "approved" needs 
t.o be inserted before "by the regulatory body." 
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21. FAR 52.241_;7 --Paragraph (a) needs to be reviewed. In 
some cases "change" is used an,d in other cases the plural 
.. changes" is used. 

Paragraph (d) should be revised to read as follows for -clarity 
"Changes to rates or terms and conditions of service upon 
which both parties agree shall be.~.· 

22. FAR S2.241-8 -- The proposed clause contains three 
provisions that pe-rtain to Contractor connecting facilities 
which, in part, are (1) duplicative of each other, (2) 
contrary to some regulatocy body rules, and (3) contradictory 
of· each other. All three portion of the clause should be 
combined or be revised so that the clause is internally 
consistent. The clause should recognize that regulatory body 
rules/tariffs may specify customer and supplier 
.responsibilities associated with connection service, that 

. termination liability may be in lieu or or in conjunction with 
a connection charge, that the Government is not bound b¥ 
regulatory body rules/tariffs that are contrary to Federal 
law, a crediting agreement may be precluded by regulatory body 
rules, the Government's responsibility for connection service 
costs may depend on current and potential usage of the 
connecting facilities by customers other than the Government, 
the cost of connecting facilities may be included in base 
rates, that some financially weak suppliers may be unable to 
provide connection service if salvage value is netted from the 
amount due from the Government,· the-factors on which a 
termination liability shall be based, the cost of connecting 
facilities may be passed on th the Government in the form of a 
facilities charge indicated on a separate line of the monthly 
bill, the contracting officer should be left some room for 
negotiation, and that other acceptable forms of connection 
charge payments are a lump sum payment at the time of 
construction/installation completion, progress payments during 
construction/installation, and advance payments (if approved 
in accordance with Part 32 of the FAR) prior to initiation of 
construction installation. 

23. FAR 52.241-10 -- The.prescripti'on for this clause should 
be revised so that the clause is not required for areawide 
contracts or the clause should be revised to recognize the use 
of "authorizations" as a means of ordering service under an 
areawide contract. 

Also, paragraph (b) of the clause shou1d be amended to refer 
to "Any" minimum monthly charge instead of "the" minimum 
monthly charge. There may not be a minimum charge. 



General Services Administration 
Office of Acquisition Policy 

Washington, DC 20405 

August 6, 1991 

MEMORANDUM FOR CHAIRMAN, CIVILIAN AGENCY 
ACQUISITION COUNCIL 

ATTN: EDWARD LOEB 
PROCUREMENT ANALYST 

FROM: BEVERLY FAYSON iJ./ 
FAR SECRETARIAT T~ · 

SUBJECT: Tra-nsmittal of Public Comments 

Attached are public comments on the subject FAR case received. 

FAR CAAC DARC Subject I'R Cite Closing 
Case Case Case Date 

91-13 88-76 90-471 Acquisition of 56 FR 23982; 7/23/91 

We 

Utility Services May 24, 1991 

recommend: 

That the DARC analyze public comments, draft final rule 
language, and provide it to the CAAC for review and 
consideration;· or that DARC task one of its committees to 
analyze public comments and to submit a.committee report, 
including final rule language, for review and 
consideration by both Councils. 

X That the CAAC or the FAR Staff analyze public comments, 
draft final rule language, a~d provide it to DoD for 
review and consideration; or t·hat the CAAC task one of its 
committees to analyze public comments and to submit a 
committee report, including final rule language, for 
review and consideration by both.Councils. 

T~at the Councils agre~· on final rule ~anguage without 
further deliberation. 

Enclosures 

cc: Dire~tor, Defense·Acquisition Regulations Council 

#....., . 
Fecera! Rec·1ciing Program "Jt ~ ~·1nted on Rec·.-cled Pacer 

. . . . . "•., .. 



FAR Case 91-13 Comments 
CAAC Case 88-761 DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

91-13-1 

91-13-2 

91-13-3 

91-13-4 

Date Date o·f 
Received Letter 

6/25/91 6/1'9/91 

6/25/91 6/21/91 

6/26/91 6/25/91 

6/26/91 6/21/91 

Commenter 

. CIA 

USIA 

American Defense 
Preparedness Assoc. 

Railroad Retirement 
Board 

Due: 7/23/91 

Comments 

91-20-2 

91-9-5 
91-11-4 
90-67-4 
91-17-4 
91-18-4 
91-20-3 

91-20-6 

91-13-5 7/1/91 6/26/91 Gulf Gas Utilities Co. 

91-13-6 7/5/91 7/2/91 HUD 

91-13-7 7/17/91 7/15/91 Kiamichi Elec. 
Corp. 1 Inc. 

91-13-8 7/18/91 7/15/91 North Western 
Elec. 

91-13-9 7/18/91 7/15/91 Benton Rural 
Elec. Assoc. 

91-13-10 7/18/91 7/15/91 DOT/Sec'y 
'* 

91-13-11 7/18/91 7/15/91 Salt River Rural 
Elec. Coop. 1 Corp. 



· FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91~13-12 7/18/91 7/15/91 

91-13-13 7/18/91 7/16/91 

91-13-14 7/18/91 7/15/91 

91-13-15 7/18/91 7/15/91 

91-13-16 7/18/91 7/16/91 

91-13-17 7/19/91 7/18/91 

91-13~18 7i22/91 7/15/91 

91-13-19 7/22/91 7/15/91 

91-13-20 7/22/91 7/15/~1 

91-13-21 7/22/91 7/15/91 

91-13-22 7/22/91 7/15/91 

Commenter 

Grant-Lafayette 
Elec. 

Southeastern Illinois 
Elec. Coop~, Inc. 

Sac Osage Elec. 
Coop., Inc. 

So. Ky. Rural Elec. 

Southside Elec. Coop. 

Cent~rior Energy 

Tri-County Elec. 
Membership Corp. 

Mountain View 
Elec. Assoc.,. Inc. 

Cavalier Rural Elec. 
Coop., Inc. 

Highline Elec. Assoc. 

The Midwest Elec. 
Membership Corp. 

Other 
Comments 

91-13-23 7/22/91 7/16/91 

91-13-24 7/22/91 7/16/91 

91-13~25 7/22/91 7/16/91 

Alaska Rural Elec~ Coop. Assoc. 

91-13-26 7/22/91 7/16/91 

Rural Elec. Coop. 

Pee Dee E!ec. 
Membership Corp. 

Buffalo Elec. Coop. 

2 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Receiyed Letter Commenter 

91-13-27 7/22/91 7/16/91 Northwest Kansas Elec. 
Coop. Assoc., Inc. 

91-13-28 7/22/91 7/16/91 Alfalfa Elec. 
Coop., Inc. 

91-13-29 7/22/91 7/16/91 Cherryland Elec. Coop. 

91-13-30 7/22/91 7/16/91 Douglas Elec. Coop. 

91-13-31 7/22/91 7/16/91 DOD/Army 

91-13-32 7/22/91 7/16/91 DOJ/JMD 

91-13-33 7/22/91 7/16/91 Delaware Elec. 
Coop. Inc. 

91-13-34 7/22/91 7/16/91 P.K.M. Elec. 
Coop., Inc. 

91-13-35 7/22/91 7/16/91 Sulphur Springs Valley 
Elec. Coop., Inc. 

91-13-36 7/22/91 7/17/91 Renville Sibley Coop. 
Power Assoc. 

91-13-37 7/22/91 7/17/91 McLean Elec. Co-op., Inc. 

91-13-38 7/22/91 7/17/91 Continental Divide Elec. 
Coop., Inc. 

91-13-39 7/22/91 7/17/91 Central Rural Elec. Coop. 

91-13-40 7/22/91 7/17/91 Tri-County Elec. Coop. 
Filmore-Houston-Winona 

91-13-41 7/22/91 undated Valley Rural Elec. Co-op. 

3 

Other 
Comments 



FAR Case 91-13 Comments · Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Receiyed Letter Commenter 

Carroll Elec. Coop. Corp. 

Butte Elec. Coop., Inc. 

Other 
Comments 

91-13-42 7/22/91 7/11/91 

91-13-43 7/22/91 7/1~/91 

91~13-44 7/22/91 7/16/91 

91-13-45 7/22/91 7/16/91 

91-13-46 7/22/91 . 7/16/91 

Wild Rice Elec. Coop., Inc. 

91-13-47 7/22/91 7/16/91 

91-13-48 7/22/91 7/16/91 

91-13-49 7/22/91 7/16/91 

91-13-50 7/22/91 7/16/91 

91-13-51 7/22/91 7/16/91 

91-13-52 7/22/91 7/17/91 

91-13-53 7/22/91 7/17/91 

91-13-54 . 7/22/91 7/17/91 

91-13-55 7/22/91 7/17/91 

91-13-56 7/22/91 7/17/91 

91-13-57 7/22/91 7/17/91 

DoD/IG 

Clinton County 
Elec. Coop~, Inc. 

South Central 
Arkansas Elec. Coop., Inc. 

The Caney valley 
Elec. Coop., Assoc., Inc. 

East Central Oklahoma 
Elec. Coop., Inc. 

Lyntegar Elec. Coop., Inc. 

Edgecombe-Hartin County 
Elec. Membership Corp. 

Red Lake Elec. Coop., In~. 

Sheyenne Valley 
Elec. Coop., Inc. 

HD Elec. Coop., Inc 

New Mexic~ Elec. Coops. 

Sangre De Cristo 
Elec. Assoc., Inc. 

Orcas Power & Light Co. 

4 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-58 7/22/91 '7/17/91 

91-13-59 7/22/91 7/17/91 

91-13-60 7/22/91 7/17/91 

91-13-61 7/22/91 7/17/91 

91-13-62 7/22/91 7/17/91 

91-13-63 7/22/91 7/17/91 

91-13-64 7/22/91 7/17/91 

91-13-65 7/22/91 7/17/91 

91-13-66 7/22/91 7/17/91 

91-13-67 7/22/91 7/17/91 

91-13-68 7/22/91 7/17/91 

91-13-69 7/22/91 7/17/91 

91-13-70 7/22/91 7/17/91 

91-13-71 7/22/91 7/17/91 

91-13-72 7/22/91 7/17/91 

91-12-73 7/22/91 7/17/91 

Commenter 

Corn Belt Elec. 
Coop., Inc. 

Y-W Elec. Assoc~, Inc. 

Crawford Elec. Coop., Inc. 

Southwest Elec. Coop. 

Harmon Elec. Assoc., Inc. 

Moreau-Grand Elec. 
Coop., Inc. 

Hunt-Collin Elec. 
Coop., Inc. 

Kandiyohi Co-op. 
Elec. Power Assoc. 

Inland Power & Light Co. 

Clay Elec. Coop., Inc. 

Tenn. Elec. Coop., Inc. 

Other 
Comments 

Intercounty Elec. Coop. Assoc. 

Western Montana Elec. 
Generating ., Tr~nsmission 
Coop., Inc . 

.. 
Nespelem,Valley Elec. Coop., Inc. 

Kiwash Elec. Coop., Inc. 

United Power, Inc. 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-74 7/22/91 7/15/91 

91-13-75 7/22/91 undated 

91-13-76 7/22/91 7/18/91 

91-13-77 7/22/91 7/18/91 

91-13-78 7/22/91 7/18/91 

91-13-79. 7/22/91 7/18/91 

91~13-80 7/22/91 7/18/91 

·91-13-81 7/22/91 7/18/91 

91-13-82 7/22/91 7/18/91 

91-13-83 7/22/91 7/18/91 

' 91-13-84 7/22/91 7/18/91 

91-13-85 7/22/91 7/18/91 

91-13-86 7/25/91 7/22/91 

91-13-87 . 7/22/91 7/18/91 

91-13-88. 7/22/91 7/18/91 

91-13-89 7/22/91 7/18/91 

Cornrnenter 

Johnson County Elec. Coop. 

Other 
Comments 

The Cooperative Light & 
Power Assoc. of Lake County 

Arrowhead Elec. ~oop., Inc. 

Craighead Elec. Coop. 

Boone Elec. Coop. 

Swisher Elec. Coop., Inc. 

Fairfield Elec. Coop., Inc. 

James Valley Elec·. Coop., Inc. 

Tri-County Elec. Assoc., Inc. 
Plankinton, SD 

Plateau Elec. Coop .. 

Okanogan. County Elec. 
Coop., Inc. 

People's Elec. Coop. 

Indiana Statewide Assoc. of 
Rural Elec. Coop., Inc. 

Rural Elec. Co., Rupert, Idaho 
'S 

Ark Vall~y Elec. Coop. Assoc., Inc. 

Guernsey-Muskingurn Elec. 
Coop., Inc. 

6 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Received Letter 

91-13-90 7/22/91 7/18/91 

91-13-91 7/22/91 7/18/91 

91-13-92 7/22/91 7/18/91 

91-13-93 7/22/91 7/19/91 

91-13-94 7/22/91 7/19/91 

91-13-95 7/22/91 7/19/91 

91-13-96 7/22/91 7/19/91 

91-13-97 7/22/91 7/19/91 

91-13-98 7/22/91 7/19/91 

91-13-99 7/22/91 7/19/91 

. 91-13-100 7/22/91 7/19/91 

91-13-101 7/22/91 7/19/91 

91-13-102 7/22/91 7/19/91 

91-13-103 7/22/91 7/19/91 

91-13-104 7/22/91 7/19/91 

91-13-10~ 7/22/91 7/19/91 

91-13-106 7/22/91 7/19/91 

Commenter 
Other 
Comments 

Sun River Elec. Coop., Inc. 

Todd-Wadena Elec. Coop. 

Berkeley Elec. Coop., Inc. 

United Power Assoc. 
Elk River, MN 

Radiant Elec. Coop., Inc. 

Baker Elec. Coop., Inc. 

North Dakota Assoc. of 
Rural Elec. Coops. 

Empire Elec. Assoc., inc. 

Tri-State Generation and 
Transmission Assoc., Inc. 

R.S.R. Elec. Coop., Inc. 

Bridger Valley Elec. Assoc . 

Northern Lights, Inc. 

Clearwater Power Co. 

Sheridan Elec. Co-op., Inc. 

Southern Pine Elec. 
Power Assoc. 

-s 

Mor-Gran~sou Elec. 
Coop., Inc. 

Trico Elec. Coop., Inc. 
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FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13~107 7/22/91 7/19/91 

91-13-108 7/22/91 7/19/91 

91-13-109 7/22/91 7/19/91 

91-13-110 7/22/91 7/19/91 

91-13-111 7/22/91 7/19/91 

91-13-112 7/22/~1 7/19/91 

91-13-113 7/22/91 7/19/91 

91-13-114 7/22/91 7/19/91 

91-13-115 7/22/91 7/19/91 

91-13-116 1/22/91 7/19/91 

91-13-117 7/22/91 7/19/91 

91-13-118 7/22/91 7/19/91 

91-13-119 7/22/91 7/19/91 

91-13-120 7/22/91 7/19/91 

91-13-121 7/22/91 7/19/91 

91-13-122 7/22/91 7/19/91 

Comroenter 

Blachly-Lane Elec. Co-op. 

North Carolina Assoc. of 
Elec. Coop., Inc., et al. 

Blue Ridge Elec. 
Membership Corp. 

M.J.M. Elec. Coop., Inc. 

Kootenai Elec. Coop., Inc. 

Big Flat Elec. Coop., Inc. 

Other 
Comments 

Charles Mix Elec. Assoc. Inc. 

South Louisiana Elec. 
Coop., Assoc. 

Intermountain Rural Elec. Assoc. 

Redwood Elec. Coop. 

Minn. Valley Coop., 
Light & Power Assoc. 

Cam Wal Elec. Coop., ·Inc. 

Green River Elec. Coop. 

Jackson County Rural Elec. 
~ 

McNair, McLemore, 
Middlebrooks & co. 

Crawford Elec. Coop. 

8 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Number Received Letter 

91-13-123 7/22/91 7/20/91 

91-13-124 7/22/91 7/22/91 

91-13-125 7/23/91 7/16/91 

91-13-126 7/23/91 7/17/91 

91-13-127 7/23/~1 7/17/91. 

91-13-128 7/23/91 7/17/91 

91-13-129 7/23/91 7/18/91 

91-13-130 7/23/91 7/18/91 

91-13-131 7/23/91 7/18/91 

91-13-132 7/23/91 7/18/91 

91-13-133 7/23/91 7/18/91 

91-13-134 7/23/91 7/18/91 

91-13-135 7/23/91 7/18/91 

91-13-136 7/23/91 7/18/91 

91-13-137 7/23/91 7/18/91 

91-13-138 7/23/91 7/19/91 

Commenter 

North Carolina Elec. 
Membership Corp. 

Central Elec. Coop., Inc. 

People's Co-op Power 
Assoc. (PCPA) 

Gunnison County Elec. 
Assoc., Inc. 

Raft River Rural 
Elec. Coop., Inc. 

Sequachee Valley 
Elec. Coop. 

Other 
Comments 

West Central Elec. Coop., Inc. 

Rita Blanca Elec. Coop., Inc. 

Carbon Power & Light Inc. 

Top O'Michigan Elec. Co. 

San Luis Valley Rural 
Elec. Coop., Inc. 

Elec. Data System Corp. 

Iowa Lakes Elec. Coop. 

Osage Valley Elec. Coop. 
~ 

Lower Varley Power & Light, Inc. 

West River Elec. Assoc., Inc. 

9 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

·Subject: Acquisition of Utility Services 

To:· CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13-139 7/23/91 7/19/91 

91-13-140 7/23/91 7/19/91 

91-13-141 7/23/91 7/19/91 

91-13-142 7/23/91 7/19/91 

91-13-143 7/23/91 7/19/91 

91-13-144 7/23/91 7/19/91 

91-13-145 7/23/91 7/19/91 

91-13-146 7/23/S1 7/19/91 

91-13-147 7/23/91 7/19/91 

91-13-148 7/23/91 7/19/91 

91-13-149 7/23/91 7/19/91 

91-13-150 7/23/91 7/19/91 

91-13-151 7/23/91 7/22/91 

91-13-152 7/23/91 7/22/91 

91-13-153 7/23/91 7/22/91 

91-13~154 7/23/91 7/22/91 

91-13-155 7/23/91 7/22/91 

91-13-156 7/23/91 7/22f91 

Commenter 

Niobrara·valley Elec. 
Membership Corp. 

Other 
Comments 

Navopache Elec. Co-op., Inc. 

La Plata Elec. Assoc., Inc. 

United Elec. Coop., Inc. 

Dixie Elec. Power Assoc. 
Waynesboro, MS 

Rayle Elec. Membership Corp. 

J.-A-C Elec. Co-op. , Inc. 

Slope Elec. Coop., !nc. 

McLennan County Elec. Coop., Inc. 

East River Elec. Power Coop. 

North Star Elec. Coop., Inc. 

Jo-Carroll Elec. Coop. 

Concho Valley Elec. Coop., Inc., 
and Sw. Tx. Elec. Coop., Inc. 

VMD Assoc. of Elec. Coops. 

Lone Star Gas Co. 

Gulf States Utilities Co. 

Carolina Power & Light Co. 

Ouachita Elec. Coop., Corp. 

10 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: ··Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Received Letter 

91-13-157 7/23/91 7/22/91 

. 91-13-158 7/23/91 7/22/91' 

91-13-159 7/23/91 7/22/91 

91-13-160 7/23/91 7/22/91 

91-i3-161 7/23/91 7/22/91 

91-13-162 7/23/91 7/22/91 

91-13-163 7/23/91 7/22/91 

91-13-164 7/23/91 7/22/91 

91-13-165 7/22/91 . 7/22/91 

91-13-166 7/23/91 7/22/91 

91-13-167 7/23/91 7/22/91 

91-~3-168 7/23/91 .7/22/91 

91-13-169 7/23/91 7/22/91 

91-13-170 7/23/91 7/23/91 

91-13-171 7/23/91 7/23/91 

91-13-172 7/23/91 7/23/91 

91-13-173 7/23/91 7/23/91 

Commenter 
Other 
Comments· 

Delta-Montrose Elec. Assoc. 

Georgia Elec. Membership Corp . 

The Central Georgia Elec. 
Membership Corp. 

Canoochee Elec. 
Membership Corp. 

Southern Co. Servs., Inc. et ·al. 

Virginia Power 

Oconee Elec. Membership Corp. 
and Black River Elec. Coop., Inc. 

Montana-Dakota Utilities Co. 

Choctawhatchee Elec. Coop., Inc. 

Kodiak Elec. Assoc. Inc. 

CoBank 

Barron Elec. Coop. 

Norris Elec. Coop. 

Dixie Elec. Membership Corp. 

Oglethorp~ Power Corp. 

Fall River Rural Elec. Coop., Inc. 

Arkansas Power & Light Co. et al. 

11 



· .. 

FAR Case 91-13 Comments Due: 7/23/91. 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response_ 
Number 

Date Date of 
Receiyed Letter 

91-13-174 7/23/91 7/23/91 

91-13-175 7/23/91 7/23/91 

91-13-176 7/23/91 7/23/91 

91-13-177 7/23/91 7/23/91 

91-13-178 7/23/91 7/23/91 

91-13-179 7/23/91 7/23/91 

91-13-180 7/23/91 7/23/91 

91-13-181 7/23/91 7/23/91 

91-13-182 7/23/91 7/23/91 

91-13-183 7/23/91 7/23/91 

Commeriter 

San Diego Gas & Elec. 

Edison Elec. Institute 

USDA/REA 

Nevada Power Co. 

Other 
Comments 

Cuivre River Elec. Coop., Inc. 

Golden Valley Elec. Assoc., Inc. 

Hawaiian Elec. Co., Inc. 

Nat'l Rural Elec. Coop. Assoc. 

American Gas· Assoc. 

Copper Valley Elec. Assoc., Inc. 

Additional comments· received after comment due data. 

91-13-184 7/24/91 7/22/91 

91-13-185 7/24/91 7/22/91 

91-13-186 7/24/91 7/22/91 

91-13-187 7/24/91 7/22/91 

. 91-13-188 7/24/91 7/22/91 

91-13-189 7/24/91 7/23/91 

91-13-190 7/24/91 7/23/91 

91-13-191 7/25/91 7/16/91 

Cobb Elec. ·Membership Coop. 

Sawnee Elec .. Memebership Corp. 

Lamar Elec. Membership Corp. 

Roanoke Elec. Membership Corp . 

Randolph Elec. Membership Corp. 

Idaho Coop. Util. Assoc. 

Southern'Maryland Elec. Coop., Inc. 

Licking Valley Rural Elec. Coop. 

12 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Se-rvices 

To: CAA Council 

Date: 8/5/91 

Response Date Date of 
Nymher Receiyed Letter 

91-13-192 7/25/91 7/17/91 

91-13-193 7/i5/91 7/19/91 

91-13-194 7/25/91 7/22/91 

91-13-195 7/25/91 7/22i91 

91-13-196 7/25/91 7/22/91 

91-13-197 7/25/91 7/22/91 

91-13-198 7/25/91 7/22/91 

91-13-199 7/25/91 7/22/91 

91-13-200 7/25/91 7/2/91 

91~13-201 7/25/91 7/16/91 

91-13-202 7/25/91 7/19/91 

91-13-203 7/25/91 7/22/91 

91-13-204 7/25/91 7/22/91 

91-13-205 7/25/91 7/22/91 

91-13-206 7/25/91 7/22/91 

91-13-207 7/25/91 7/18/91 

91-13-208 7/25/91 7/22/91 

91-13-209 7/25/91 7/22/91 

Commenter 
Other 
Comments 

East Mississippi Elec. Power Assoc. 

Farmers• Elec. Coop., Inc. 

Rock ·County Elec. Coop., Inc. 

Wise Elec. Coop., Inc. 

Jackson County Rural 
Elec~ Co-op., Corp. 

Tideland Elec. Membership Corp. 

Decatur County· REMC 

Carteret-Craven Elec. 
Membership Corp. 

Se - Ma - No Elec. Coop. 

Capital Elec. Coop., Inc. 

Minnkota Power Coop., inc. 

Turner-Hutchinson Elec. Coop.~ Inc. 

Arkansas Elec. Coop., Inc. 

Marshall County Rural Elec. 
Membership Corp. 

Lamb County Elec. Coop. Inc . 
.. 

Black Hi~ls Elec. Coop., Int. 

Jackson Elec. Membership Corp. 

Assoc. of Illinois Elec. Coop. 

13 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst_: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
Number 

Date Date of 
Receiyed Letter 

91-13-210 7/25/91 7/22/91 

91-13-211 7/25/91 7/22/91 

91-13-212 7/25/91 7/19/91 

91-13-213 7/25/91· 7/22/91 

91-13-214 7/25/91 7/22/91 

91-13-215 7/25/91 7/23/91 

91-13-216 7/25/91 7/22/91 

91-13-217 7/25/91 . 7/22/91 

91-13-218 7/25/91 7/22/91 

91-13-219 7/25/91 7/23/91 

91-13-220 7/25/91 7/23/91 

91-13-221 7/25/91 7/23/91 

91-13-222 7/25/91 7/25/91 

91-13-223 7/25/91 7/25/91 

91-13-224 7/26/91 7/25/91 

91-13-225 7/26/91 7/18/91 

91-13-226 7/26/91 7/23/91 

91-13-227 7/26/91 7/23/91 

Commenter 

Moon Lake Elec. Assoc. 

Other 
Comments 

South River Elec. Membership Corp. 

Lumbee River Elec. Membership Corp. 

Alaska Village Elec. Coop., Inc. 

Central Montana Elec. 
Power Coop., Inc. 

Adams Elec. Coop., Inc. 

Columbia Rural Elec. Assoc., Inc. 

Farmers• Elec. Coop., Inc. of 
New Mexico 

Habersham Elec. Membership Corp. 

Baltimore Gas & Elec. 

Walton Elec. Membership Corp. 

East Central Elec. Assoc. 

.central & South West Corp., et al. 

Flint Elec. Membership Corp. 

Hom~r Elec. Assoc., Inc. 

Lynches Rlver Elec. Coop., Inc. 

Central Elec. Power Coop., Inc. 

Kansas Elec. Coop., Inc. 

14 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response 
NnJDber 

Date Date of 
Receiyed Letter 

91-13-228 7/26/91 7/23/91 

91-13-229 7/26/91 7/24/91 

91-13-230 7/26/91 7/23/91 

91-13-231 7/26/91 7/18/91 

91-13-232 7/26/91 7/23/91 

91-13-233 7/26/91 7/22/91 

91-13-234 7/26/91 7/23/91 

91-13-235 7/26/91 7/23/91 

91-13-236 7/26/91 7/17/91. 

91-13-237 7/26/91 7/23/91 

91-13~238 7/26/91 7/23/91 

91-13-239 7/26/91 7/23/91 

91-13-240' 7/29/91 7/22/91 

91-13-241 7/29/91 7/23/91 

91-13-242 7/29/91 7/23/91 

91-13-243 7/29/91 7/23/91 

91-13-244 7/29/91 7/24/91 

91-13-245 7/29/91 7/23/91 

Commenter 
Other 
Comments 

Rushmore Elec. Power Coop., Inc. 

Rural Elec. Membership Corp. 
Daviess-Martin County 

Matanuska Elec. Assoc., Inc. 

Wright-Hennepin Coop. Elec. Assoc. 

Valley Elec. Assoc., Inc. 

Washington Elec. Mernbe.rship Corp. 

Southwest Rural Elec. ( SWRE·) 

·Hot Springs REA, Inc. 

Palmetto Elec. Coop. 

Amicalola Elec. Membership Corp. 

Bon Homme Yankton Elec. Assoc., Inc. 

Grand Elec. Coop., Inc. 

Ravalli County Elec. Co-op. 

Dixie Elec. Membership Corp. (DEMCO) 

Talqin Elec. Coop., Inc. 

Union Coupty Elec. Coop., Inc. 

Fayette Union County REMC 

Jay County REMC 

15 



FAR Case 91-13 Comments Due: 7/23/91 
CAAC Case 88-76, DAR Case 90-471 
Analyst: Edward Loeb 

Subject: Acquisition of Utility Services 

To: CAA Council 

Date: 8/5/91 

Response Date Date of Other 
Number Receiyed Letter Commenter Comments 

91-13-246 7/29/91 7/23/91 Kankakee.Valley REMC 

91-13-247 7/29/91 7/22/91 Mille Lacs Elec. Coop. 

91-13-248 7/29/91 7/22/91 Salmon River Elec. Co-op., Inc. 

91-13-249 7/29/91 7/23/91 Clay~union Elec. Corp. 

91-13-250 7/29/91. 7/23/91 Sioux Valley Elec. 

91-13-251 7/29/91 7/22/91 Mid-Carolina Elec. Coop., Inc. 

91-13-252 7/29/91 7/23/91 Harrison County Rural Elec. Coop. 

91-13-253 7/29/91 7/25/91 South Alabama Elec. Coop., Inc. 

91-13-254 7/3.0/9.1 7/22/91 The Satilla REMC 

91-13-255 ·7/30/91 7/23/91 Pioneer Rural Elec. Coop., Inc. 

91....;13-256 7/31/91 7/24/91 Poudre Valley Rural Elec. Assoc. 

91-13-257 7/31/91 7/29/91 Senator Steve Symms ·(constituent 
Referrals; dupli'cates) 

91-13-258 7/31/91 . 7/18/91 NSF 

91-13-259 8/5/91 7/31/91 DOD/Army 
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Central lntdligence Agen~ 

• Washtngton. o. c. ~0505 

FAR Secretariat 
General Services Administration 
Office of Acquisition Policy · 
1.8th and F Streets, N. w. 
Room 4041 
Washington, D.C. 20405 

Attention: Ms. Beverly Fayson 
FAR Secretariat 

Dear Ms. Fayson: 

JUN 1 9 i991 

-·--::.:--

Regarding your letter of 31 May 1991, this Agency has reviewed 
the following rule, revising the Federal Acquisition Regulations 

·,(FAR), and has no comment on it: 
\ . 

FAR Case 91-20, .Notification of Ownership Changes 

FAR Case.· 91-13, Acquisition of Utility Services 

We appreciate your forwarding the abov~ cases to us. 

Sincerely, 

;r~:z.k:-· 
Franklin T. Ki~;~ 

Chief 
Procur~m~nt ~anagemen~ St~ff 

Office of Logistics 



-.. 
~ . 

United States. 
Information 
Agency 

l· : 
·~··· Nasr.mqrcr ; : .:054 7 . 

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

Dear ~. Fayson: 

JWle 21, 1991 

Re: FAR Case Nos. 90-67; ~1-9; 91-11; 
91-13; 91-17; 91-18 and 91-ZO 

We have reviewed and concur in the seven proposed rules to revise the Federal 
Acquisition·. Regulation (FAR) as follows: 

a. Preproduction Startup Costs. FAR Case 90-67. 

b. Helium. FAR Case 91-9. 

c. Shi~nts to Ports and Air Terminals. FAR Case 91-11. 

d. Acquisition of Utility Services. FAR Case 91-13. 

e~ Contractor Acquisition of APDE. FAR Case 91-17. 

f. ~lt~year Contracting. FAR Case 91-18. 

g. Notification of Ownership Change.s. FAR. Case 91-ZO. 

Thank you for submitting this material for ~ review. 

Sincerely, 

Jr ~ 
v:£ • .:(1) J,~., . .,.J 

Ph~lip R. Rolers 
Agency Procurement Executive 
Office of Contracts 

USIA 
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Beverly Fayson 

AMERICAN DEFENSE PREPAREDNESS·ASSOCIATION 
DmiCAn:D TO P£Aa wn'H SECIJRn"Y THROUGH DutNSE PIW'AJWlNESS 'II• I J -3 

·TWO COLONIAl. PL-\CE. :101 WILSON BOL'UV.o\RO. ·SlirTE •oo .. oo\RLI~CTON. VIRGl~I.A :.:.:Ul·.tOOIIo 

:-o.J...Sl.:·lS:o FAX: :-o~s::-1Ns. 

June 25, 1991 

General Services Administration 
Office of Federal Acquisition Policy 
18th and F Sts., NW, Room 4037 
Washinqton, DC 20405 

re: FAR Case 91-13 

Dear Ms. Fayson: 

This responds to your request for comments concerninq Case 
91-13, Acquisition of Utility Services. 

We find no objectionable provision in the rewritten Part 
41 and concur:in its publication. This is a comprehensive treatment 
of the subject. 

We appreciate the opportunity to review and comment on 
Case 91-13. 

WEE:meh 

?z·~ 
William E. Eicher 
Major General, us Army (Ret.) 
Vice President 

·: '' 
V\,t'i 2 6 1991 



BURE.A..J OF SUPPI..V ANO S_ERVICE 

Ms. Beverly Fayson 

UNITED STATCS 0,. AMERICA 

RAILROAD RETIREMENT BOARC 
U~ RUSH STREET 

C:~IC:AGO. IL.L.INOIS 5011 t 

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

Reference: FAR Cases 91-20 and 91-13 

.Dear Ms • Fays on: 

June 21, 1991 

As requested, we have reviewed the proposed revision to the Federal 

Acquisition Requlation.(FAR). We have no comments at this time. 

~~~~ z 6 1991 

Very truly yours, 

d~-.,~'( Y..i IJt;,J_ '~ {lf---
Henry M. Valiulis 
Director.of Supply 

and Service 



· · t{J-1~-S 
GULF G~4S UTILITIES CO. . 

18065 UPPER BAY ROAD. SUITE 210. HOUSTON; TEXAS 77058 713 JJ.; . .J~~~ 

DALLAS OFFICE: 4223 HARVEST HILL. DALLAS. TEXAS 75244 2141661·2322 FAX 661·2356 

June 26, 1991 

GENERAL SERVICES ADMINISTRATION 
FAR secretariat (VRS) 
18th and ·F Streets, NW, Room 4041 
washington, DC 20405 

Re: FAR Case 91-13 

Gentlemen: 

Gulf Gas Utilities Company (GGU) a small Texas natural qas utility 
company would like to comment on the FAR Case 91-13, as it r.elates 
to natural qas service. · Due to the deregulation of the natural qas 
industry, there ~re many opportunities for competition that did not 
exist a few years or months ago; therefore, your request f·or 
comments is timely. 

1. 4~.001 Definitions • 

. a. Areawide contract means a contract entered into between 
the General Services Administration (GSA) and a utility 
service supplier to cover the utility service needs of 
Federal agencies within the franchise/service area of the 
supplier. 

COIIIIellt: In many areas, specifically in Texas, exclusive 
franchises are illegal by State law. Therefore, before an 
area wide contract is negotiated with one company, all options 
for fair and open competition should be cons1dered. Also, by 
breaking larqe area wide contracts into individually metered 
locations, the Government might realize more competitive 
pricing by negotiatinq transportation agreements with existinq 
pipelines and coapetitively competing their natural qas needs. 
This would also open up the opportunity for small business 
participation. · 

b~ . PraDcbise service territory means a geographic area; 
defined or granted to a specific utility service 
supplier(s) to supply. the customers in that area. 

CO+eent: This definition is misldading. A franchise, in 
Texas, is granted to allow a co•pany the riqht to·use the 

Jt n_ I 1991 



GENERAL SERVICES ADMINISTRAITON 
June 26, 1991 ' 
Page 2 

streets and alleys for a fee, and if a company does not need 
to use the city streets then a franchise. is not required to 
service a customer in that geographic area. Therefore, it is 
possible to service a customer- in someone else's ·franchised 
area, without a franchise. · 

2. 41.004-2 Procedures. 

(a) Prior to executing a utility service contract, the 
contracting .. officer- shall comply with parts 6 and 7 and 
subsections 41.004-1(d) and (e). In accordance with parts 
6 apd 7, agencies shall conduct market surveys and perform 
acquisition planning in order to promote and provide for full 
and open competition. If competition for an entire utility 
service is not available, the market survey may be used to 
determine the availability of competitive sources for certain 
portions of the requirement. 

co .. ent: Recently I have felt the results of these "market 
survers or acquisition planning" and believe that an . 
addit1onal step needs to be incorporated into the Federal 
Regulations. A statement of intent to procure natural gas 
by an agency, synopsised in the CBD, with a request for 
response from interested ~arties, would guarantee that 
open and fair competition 1s considered before a sole source 
solicitation is determined relevant. (My personal experience 
is that our industry is changing so rapidly, that no consult­
ant or market survey can be up-to-date on every location; 
therefore, the only mechanism to assure fairness is to . 
announce the potential need far enough in advance for 
interested parties to respond.)· 



.,.. 
uS. DEPARTMENT OF HOUSING AND UAB.AN DEVELOPMENT 

. NASHINGTON. O.C. 20410·3000 

Ms. Beverly Fayson 
FAR Secretar.i at 

.:ul~· 2, 1991 

General Services Administration 
Room 4041 
18th and F Streets, NW. 
Washington, DC 20405 

Dear Ms. Fayson: 

In response to the Fed~ral Register notice of May 24, 
1991,_ we have the following comments on FAR Case 91-13, 
Acquisition of Utility Services: 

o The term "areawide contracts" is used throughout 
.Part 41; however, it is our understanding that 
thes~ are b~sic agreements, not contracts. If 
these were contracts •. then it would be -redundant 
to require. as subsection 41.004-4 does, that a 
Standard Form 26 (a contract award document) be 
used to place orders under·s~ch "contracts." To 
be consistent with the terminology used elsewhere 
in the FAR (see FAR 2.101 and 16.702(a)), we 
recommend· that the term "areawide agreement" be· 
employed. 

o It wou 1 d .be more appropriate for the coverage .on 
specifications contained in section 41.009 to be 
included in Part 10 of the FAR; however, a cross­
reference in.Part 41 could still ~e ·used. 

You may contact Ed Girovasi or Rob Lloyd of my staff 
on 708-0294 ff you have any questions. 

oosevelt Jon 
Director, Off e of 

Procurement and Contracts 

JUL 5 1991 
., 'I 

"'",j'- 5 ;gg' 



0. ORAWE~ J~O ;,~ooQNE !65·2335 

OKLAHOMA 33. LA TIMER 

WILBURTON. OKLAHOMA 74578 

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

Re: FAR Case 91-13 

Gentlemen: 

-::-:- -

ATTORNEY 

July 15, 1991 

In reviewing the proposed rules for FAR Case 91-13, it appears the Government 
will be treated as any other customer of a cooperative except in 52.241-13 Capital 
Credits. 

Sections (b) and (c) will go against the By-Laws of our cooperative since 
Capital Credit allocations are made.annually after the year end financial reports 
are completed. It will be impossible to determine what, if any, Capital Credits will 
be due to any account prior to that time. No Capital Credit retirements are made 
prior to the time the· financial condition of the cooperative warrants. The Coo.p­
erative is currently on a First-In, First-out retirement and a 20 year rotation cycle. 

The propos~d rules would definitely pose a severe hardship in the operation of 
the cooperative in the accounting process. 

Our allocation and retirement of Capital Credits are_ .presently ac-ceptable to 
the Rural Electrification Administration. 

Please consider a change in your Proposed Rules to comply with the individual 
cooperatives' By-Laws and Terms and Conditions of Services. 

~eneral Manager 

DSW:jas 

Jlll_ 17 '-



P. 0. BOX 391 

BRYAN. OHIO ~3506-039 

Phone (419). 636 • 5051 

FAX (419) • 636 • 0194 

a consumer owned power system serving northwestern Ohio 

July 15, 1991 

General Services Administration 
F A.R Secretariat ( VRS) 
18th and 1 Streets, N.W. 
Room 4041 
Washington, DC 20405 

REFERENCE: FAR Case 91-13 

TO WHOM IT MAY CONCERN: 

The following comments are in reference to FAR Case 91-13. 
Th~ proposed published rule on the acquisition of services from 
utilities is ridiculous and puts an undue burden on our 
cooperative by being in conflict with our Code of Regulations. 

Although we presently . ·rotate our eapi tal patronage on a 
fixed cycle, there is no guarantee we will continu~ such a 
practice a1111ually. Each year our Board analyzes our financial 
posi~ion and then determines whether to rotate such patronage. 
Paragraph ··B •• of the proposed regulation states the amount and 
d.ate capital patronage is to be paid to the government. This 
cannot be determined with any certainty by our cooperative at the 
close of our fiscal year. . 

Ve don• t need any more regulations of this ill conceived 
type. 

Sincerely, 

~t [1 V3uf-iJ.t-
Lyle D. Brigle . 
Manager - Engineer 

LDB/lsb 

OVER 100 OF OUR CONSUMERS USE GEOTHERitfAL HEATING AND COOLING SYSTEMS. 



402 7th St.--P.O. Box 1150-Phone Area Code 509-786-2913 
Fax 509-786-2231 

Prosser, Washington 99350 

SERVING IN BENTON AND YAKIMA COUNTIES SINCE 1937 

July 15, 1991 

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

SUBJECT: FAR Case 91-13 

Dear Sirs: 

In review of the above referenced case, I understand that GSA is 
proposing at s·ection 41.007(j) the inclusion of section 52.241-13 
entitled Capital Credits. 

our utility, Benton Rural Electric Association, is a cooperative 
which was formed and is operated under the Rural· Electrification 
Act. Pursuant to the Act and as quided by· our Articles of 
Incorporation and Bylaws, our Association maintains capital credit 
files on members of the cooperative who receive electrical service. 
However, we maintain no capital credit reporting system for any 
other purposes. To this extent, if the government or any of its 
agencies are members of our cooperative and-therefore take electric 
service from our cooperative, an account has already been 
e$tablished. If the government or its agencies are not currently 
takinq electricity from our co-op, then they will not be listed on 
our capital credit system. Also provided in our Articles and 
Bylaws · is the authority for the Board of Tustees to set the 
rotation schedule for those capital credits. The capital credits 
are allocated . on an annual basis and are paid accordinq to a 
schedule which is previously established by the Board of Trustees. 
As a result, our notices are distributed at the ·end of each 
calendar year and are p~id pursuant to this rotation cycle. There 
is no provision whatsoever in our Articles or Bylaws to allow the 
payment of capital credits outside of this normal rota~ion cycle 
unless the member or patron is deceased and then we pay the 
estates. 

JUL I 8 1991 



Ganeral Services Administration 
·July 15, 1991 
Page Two 

(/J-/.3-'1 

As a result, I find your proposal for section 52.241-13 on capital 
credits in direct violation .. of our Articles and Bylaws. Therefore, 
it will be impossible for our cooperative to implement andjor.to 
follow. 

I appreci_ate the opportunity to comment on this section and would 
be glad to address any other issues on this matter that you see 
necessary. 

Sincerely yours'· 

&tJA_ /a . 
CHARLES L. DAWSEY ~ 
General Manager 

CLD:kh 

• 



U.S. Department of 
Transportation 

Cr•:ce ot ~~.e Secerary 
ot Transcorrarton 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, NW 
Washington, DC·--20405 

Gentlemen: 

'11-13- }(!) 

.. : 

This responds to your request for comments on the Federal 
Acquisi tio_n Requlation Case 91-13. 

Paragraph 41.001 Definitions: The definition of "connection 
charqe" is unclear. Does the term mean all non-recurring 
costs associ-ated with the installation of utility services at 
a particular point? · 

Paragraph 41.004-2 Procedures, subparagraph (e): This section 
makes it incumbent on the contracting officer to attempt to 
execute a contract at least once a year in situations in which 
the utility company has been unwilling to execu~e a contract. 
This seems unreasonable given that the contracting officer is 
also required to furnish the General Services Administration 
(GSA) with detailed data concerning a utility's unwillingness 
to sign a_contract. After the contracting officer has 
attempted to obtain the signature, and has g~ven GSA the 
required information, it should be GSA's responsibility to 
persuade the utility to sign a contract_. 

Paragraph 41.004-4 GSA areawide contracts: Subparagraph (c) 
-requires that an SF 26 (Award/Contract) be· attached to each 
executed areawide contract. Since both for.ms are contracts, 
·this seems to imply that two separate contracts are being 
required for individual service. We see no reason for this 
proliferation of paperWork. ·In subparagraph (d), it should be 
stated whether or not this requirement to furnish GSA with 
copies of executed contracts is dependent on the contract 
being in excess of a specific monetary amount. 

If you have any questions regarding our comments, please 
contact Vincent Careatti on (202) 366-4278. · 

• 
Sincerely, 

~~,-~ 
Linda M. Higgins 
Director of Acquisition and 

Grant-Management 



SALT RIVER RURAl ELECTRIC 
COOPERATIVE CORPORATION 
Ill West Brashear Avenue 
Bardstown. Kentuckv 40004 
.;021 l4H-3931 Fax .. l502l 348-1993 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
Washington, D.C. 2 0.4 OS 

Re: FAR Case 91-13 
Objections to proposed paragraphs (b) and (c) 

TO WHOM IT MAY CONCERN: 

-9/-1.!3-11 
Ju 1 y 15 , 1 s ~ :. 

I have read with alarm your proposed rule on the acquisition of services 
from utilities (56 Federal Register 23982), sec1;ion 41.007 (j), paragraphs 
(b) and (c). The proposed provisions will create an unduly burdensome 
hardship on any electrical cooperative. Please consider the following: 

1. Capital .credits is the cooperati v• way of raising capital to 
operate the Gooperative, which is· shared by all members; 
2. Capital credits ar·e retained until such time as the financial 
conditions of· the cooperative justify their retirement; 

·J. Few if any cooperatives are in a position to project the year 
of retirement of capital cre~its, especially at the time the credits 
are put on the books. Economic conditions .. etc., have a great 
bearing on the ability of a cooperative to retire capital credits; 
4. To compel that capital credits of the government be paid upon 
termination of.a contract, will cause.those capital credits to be 
rotated out of turn and in preference to other consumers, which is 
unfair and violates cooperative principlesr 
5. Some cooperatives are not equipped to notify their members of 
the amount of capital credits attributed to them in a qiven year. 
Further, the cost of· preparinq and mailing said notices to the 
membership becomes both inefficient and prohibitive. 

Please take this letter as a resoundinq. ~~ to· the proposed paragraphs. 
T~e time to think of more than the ease·· .... ·'aiid comfort of the bureaucrats 
in Washinqton, D.C., and contemplate what your proposals· will do the 
little people who h•ve to carry the· awesome burden of qovernment. PLEASE? 

Respectfully, 

• Ma~ 
• 

Manager 

cc: Michael Oldak 

JUL l 8 '0 n
1 
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General Services Administration 
FAR Secretariat {VRS) 
18th 8t "F" Street, N.W. 
Rocm 4041 
Washington, D.C. 20405 

RB: FAR Case 91-13 

Sirs: 

In reference to your published proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982), specifically Section 
41.007{j) - 52.24I.l3 Capital Credits, paragraphs (b) and (c) and (d) - our 
comments are as follows: 

Paragraph (b) It is impossible for us- to furnish a list of the accrued 
credits within 60 days after the close of our fiscal year. Our audit 
has not been finalized as of this . date. Also, this paragraph says "the 
Contractor shall state the amount of capital credits to be paid to the 
Government and the date the payment is to be made. The by-laws provide 
that the directors authorize the payment when financially feasible. We 
cannot co .. it Qurselves to a definite date of payment at the time of 
allocation. 

Paragraph (c) The Cooperative's by-laws do not allow payment of capital 
credits at the time of expiration.of a contract but payment is made in a 
normal cycle. To pay you otherwise would be preferential treatment and 
pay1ng preferentially could result in the cooperativ-e losing our tax­
exe.pt status. 

Paragraph (d) Pa,..mt would be -de with a regular ca.pany check, not a 
"certified check". · Again, this presents aD extra burden. If you want 
services fro. us, thea you should follow our rules of service. 

Sincerely, 

r;!J:5t:7IIPBRATIVB 
Richard B. Kolb 
Me.Dager 

JUL l 8 :~:r:r 



· ~ . .lf/-19-13 
. SOUTHEASTERN ILUNOIS; ELECTRIC COOPERATIVE, INC. 

P. 0. Box 251 • Eldorado, Illinois162930 • Phone: Area Code Sl8/2i3-2611 . I . . 

General Services Administration 
FAR Secretariat (VIS) 
18th & F Streets, H. W., Roo. 4041 
WashiqtoD, D. C. 20405 

Jte: lA& Case 91-13 

Dear Sirs: 

I 

July 16, 1991 

I recently became aware of a GSA proposed .rule on the acquisition.of 
services fro. utilities which would require cooperatives to establish . 
a distinct and separate bookkeeping systea for any aDd all accounts 
established with. the Federal Govermaent. The lederal Govermaent is 
indeed a member of the cooperative and is certainly entitled· to the 
return of patrcmage capital; however • this patronage should be returned 
on the same basis aad same rotation as any other coaperative .ember. 
What is beiq proposed ill PAR ~e 91-13 is shallow ill th01ight, ill 
conceived, and if illpl-uted, vill result iD higher utility bills for 
all cooperative aabers, including the federal Govenaeut. 

JHC/bp 

cc: Gre1 Crase 

SiDcerely, 

S00'111EASTEIUf ILLDIOIS 
ELEcniC COOPEIATIVE, IlfC. 

/.,./4,~~ 
J- 11. cu,.ins 
General lfaDa.Ber 

JUL 

Serving Farm~ Home, And Industry In Rural Southeastern Illinois 

I Q '·-·"'; 
: u 



July 15, 1991 

Ge:1eral -Services .~dministration, 

18th and F Streets 

~.w. Room 4041 

Washington, D.C. 20405 

Re: FAR Case 91-13 

FAR Secretariat 'VASl 

(56 Federal Register 23982) - 52.241-13 Capital Credits 

Comments: 

The proposed rule changes on Capital Credits between rural· 

electric cooperatives and government agencies will be an 

accounting niq_htmare! The paragraphs (b) and (c) are 

particula.t:lY disturbing since they would cause us to handle the 

gover~ent accounts difterently than other: ~~mbers. This would 

result in discrimination and would be unfair to other members! 

There is no way that we could state the date payment of 

capital credits would be made or make payment out of order for 

one and not for.all ~embers! 

Please reconside-r at least the paragraphs (b) and (c) of 

52.241-13 Capital Credits. These paragraphs would cause all 

.kinds of trouble with rural electric cooperative across the 

nation! 

Thanks for your consideration; 

Harold Myers, Manager 

Sac Osage Electric Coop., Inc. 

• II! I I 8 I ,•, - I 



@fr( 91-18-1-5 
. ~ SOU_TH 

-~,. c:..J u u - KEN_TUCKY RURAL ELECTR.IC 
____ ) P.O. Box 910 

Ketti'! Sloan. President 

July 15, 1991 

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

Gentlemen: 

RE: FAR Case 91-13 

COOPE RA T1 VE CORPORA rtON 

Somerset. Kentucky 42502 
Phone 16061 679-4~2~ 

In section 52.241-13 Capital Credits, we agree that the 
Government-is a m~mber of the Cooperative and as any other member 
is entitled to capital credits consistent with all other members 
of the Cooperative. 

We find that parag~aph (b) & (c) are not consiste~t with the 
capital credits refunds to all other members and would cause 
unnecessary time and expense to comply with these two paragraphs. 

We also find in paragraph (d) that it would be inconsistent to 
prepare a certifi~d check to the treasurer while all other 
capital credits checks are prepared by a computer without this 
extra burden and expense. Your consideration of these points · 
would be appreciated very much. 

Very truly yours, 

2 KEN~CXY RE"'yJ~ 
Cliff~e, Director 
Admin., DB & Finance 

CMP:fb 

c: Keith Sloan, President 

JUL t 8 rr.;r' 
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~· SOUTHSIDE ELECTRIC COOPERA TIV? /-/3 .. J iJ 
·!__--

July 16, 1991 

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

Reference: FAR Case 91-13 

Dear Sir: 

I am in receipt of the proposed rules in reference to the 
above-cited case as published in the Federal Register, Volume 56, 

·Number 101, Friday, May. 24, 1991. As Executive Vice Pre·sident of 
Southside Electric Cooperative, I must take·exception to the 
proposed rule under 52.241-13 Capital Credits. More specifically, 
the sections that read as follows: 

"(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 Con-

. tracting Office, 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 tl'te payment is to 
be made." 

Southslde Electric Cooperative's Bylaws spec~fi­
cally spell out the right of the Board of Dir~ctors 
to determine when c~pital credit payments can be made 
in a manner that .will not place financial hardship on 
the Cooperative. We do provide a notification 
approximately 90 days after the close of our fiscal 
year for the capital credits assigned to that account 
for ·that year. The capital credits are accrued by 
year and not grouped together in order that payment 
can -be made for specific years. or, part· of the year as 
our financial situation allows. The payment of 
capital credits is not pre-determined for the year 
when the assignment is made. It is the goal of the 
Cooperative to end up on a ten-year rotating cycle; 
however, financial conditions· can vary that cycle in 
future years. 

Jl II ' 8 ,,,, 

Hec:xqaters 0tnce: P. 0. Box 7 Crewe. VA 23930 (804)645-7721 VA WAns Tol Free 800-S52-2118 
Western Olstrtct Oftlce: P. 0. Box 186 AltcMita. VA 24517 (804) 369-5295 
Eastern Olltrtct Oftlce: P. 0.-Box 56 OlrYwiddle. VA 23841 (804) 469-3753 



General Services Administration 
July 16, 1991 
Page 2 

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

Southside Electric Cooperative finds this to be 
in total violation of the principles of a cooperative 
where each member is refunded their capital credits 
~s th~ tooperative is financially able. This would 
place the United States Government in a preferential 
position to receive their capital credits before the 
other members of the Cooperative who must wait until 
the normal rotation cycle. for capital credits. The 
exception to this is the Board can approy~ the 
payment of accumulated capital credits upon the death 
of any patron ("natural person) if a legal representa­
tive of the estate applies for such capital credits. 
This exception was placed in effect simply to assist 
in the closing of estates and specifically identifies 
the payment for an "individual,"- not a business that 
closes. Once again, this is under the sole discre­
tion of the Board of Directors to make these pay­
ments. It certainly appears that t~e Government 
would be again violating the principles of a coopera­
tive by requesting preferential treatment. 

"(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 otherwfse directed in writing by the contracting 

· Officer. Chedks shall cite the current or last contract 
number and indicate whether the check is partial ·or final 
payment for all capital credits accrued." 

Once again, as stated above, the disbursement of 
capital credits is done on an annual basis as ap­
proved by the Board of Directors and may be for one 
or more years or, in fact, for less than one year. 
These payments are made on the financial ability of 
the Cooperative to make those payments at that given 
time. The Cooperative's account number is usually 
accompanied by a consumer's identification number 
which would be the contracting account number with 
the Federal Government. 

These specific items as identified in the published Federal 
Register proposals give the Cooperative considerable problems 
simply due to the fact that we see these changes as giving prefer­
ential treatment to· the Federal Government over the members of the 
Cooperative that contribute capital on a continuing basis. 

I must note at this point that capital credits from "associat.­
ed organizations".(such as our generation and transmission power 



General Services Administration 
July 16, 1991· 
Page 3 

supply cooperative) are returned to the members of the Cooperative 
on the same pro-rata basis as our operating capital credits, except 
they are refunded within thirteen (13) months after receipt of 
payment from these associated organizations. 

Thank you fo~ the opportunity to express our opinion on these 
proposed rules, and we certainly do not feel that the rules should 
be drafted in order to provide preferential treatment to the 
Federal Government. Electric cooperatives are unique in the fact 
that profits ~ade are returned to our members as economically 
feasible where the independently-owned electrical utilities return 
.their profits to their stockholders. We do not teel the Federal 
Government should try to take advantage of the other Cooperative 
members by requesting preferential treatment in their payment of 
capi~al credits. · 

With kindest regards, 

c. Anderson 
utive Vice President 

JCA/jlh 
C:· Mr. Robert Bergland, General. Manager, National Rural Electric 

Cooperative Association 
Mr. Michael Oldak, Regulatory Counsel, National Rural Electric 

· Cooperative Association · 
Southside Electric Cooperative Board of Directors 
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July 18, 1991 

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

Re: FAR Case 91-iJ Propos~d Rulemaking 
Comments by Centerior Energy Corporation 

Greetings: 

Centerior Energy. Corporation, on behalf of its operating 
companies, The Cleveland Electric Illuminating· Company and The 
Toledo Edison Company, submit six copies of its comments on the 
proposed re-write of the FAR, as described in the Federal 
RegiSter, Vol. 56, No. 101, .dated M~y 2 4, 1991. Date stamp and· 
return two of the copies to me in the enclosed envelope. 

Pleas·e direct questions concerning these comments to the 
undersigned, counsel for Center~or Energy Corporation. 

1204: 7-.18·91/CJ S/MES/CSC:GSAL TR 

Operating Companies: 
Clevetand Electnc Illuminating 
Toledo Edison 

Very truly yours, 

Craig I. Smith 
Principal Counsel 

Jll I 9 1991 



DEPARTMENT OF DEFENSE CCJJ-18-17 
GENERAL SERVICES ADMINISTRATION 

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Federal Acquisition Regulation: 
Acquisition of Utility Services 
48 CFR Parts 6, 8, 15, 41 and 52 

FAR Case 91-13 

COMMENTS BY THE CENTERIOR ENERGY CORPORATION, 
ON BEHALF OF ITS OPERATING COMPANIES, 

THE CLEVELAND ELECTRIC ILLUMINATING. COMPANY 
AND THE TOLEDO EDISON COMPANY 

Ill'l'RODUC'l'IOR 

centerior Energy Corporation, on behalf of its operating 

companies, The Cleveland Electric Illuminating Company and The 

Toledo Edison Company, submit these comments on the proposed 

rewrite·of the Federal Acquisition Rules (FAR),· as described in 

the Federal Register, Vol. 56 No. 101,·dated May 24, 1991. 

CIHTBRIOR BHIRGY 

Centerior Energy Corporation, a public .utility holding com­

pany, is the parent company of CEI and Toledo Edison Company: 

Ohio public utilities engaged in the generation, purchase, trans­

mission, distribution and sale. of electric energy. CEI serves 

approximately 737,000 customers in a 1,700 square mile area in 

northeastern Ohio, fncluding the City of Cleveland. 

1 . 



Toledo Edison provides service within an area of_Cf.!-J~-/7) 
pr~xirnately 2,500 square· miles in northwestern Ohio, including 

the City of Toledo, and serves approximately 283,000 customers. 

The Centerior operating companies are regulated by the 

Public -Utilities Commission of Ohio as. t_o retail sale of electric 

energy, and by the Federal Enerqy Regulatory Commission as to 

wholesale transactions of electric energy. 

'1'liB DR PROPOSAl, 

GSA1 describes its proposal as a major re-write to, in part, 

further quide contracting officers of public utility services; 

further defin~ contract terms; and better delineate existing 

statutory and delegated authority for utility service contract­

ing. Centerior is concerned about the proposal in two respects: 

TBB PROPOSAL ALTBRS GSA'S LOBG-STANDIBG 
POLICY THAT BHCOURAGBS ARBAWIDB CONTRACTS. 

GSA seemingly veers away from a long-standing policy of 

preferring areawide contracts for the acquisition of utility 

service. Areawide contracts, as "master" contracts between ~he 

GSA and utilities, benefit the federal government through effi­

cient, full service procurement of utility services from one 

electric supplier. The propos$d rule diminishes the status of 

1. For purposes of· these ~ts, the 118'Cies are collectively lcnawn • GSA or, sfn.,ly, the federal 
gcJV81"1"1111nt. 

2 



f/1-~-rrt 
areawide contracts. No longer considered "master" contracts, 

they merely become one of several means for the federal govern­

ment to acquire utility services. 

Besides ending its preference for _areawide contracts, GSA 

encourages the u~bundling of utility services upon the rationale 

that separately negotiated contracts promote competition. This 

newly pron~unced policy to unbundle services that utilities 

· traditionally provide, and upon which they determine their cost 

of service, is facilitated by proposed paraqraph 41 •. 004-2 (a): 

" ••• If competition for an entire utility servi.ce is not 
available, the market survey may be used to determine the 
availability of competitive sources ·for certain portions- of 
the requirement.". (emphasis added) 

The GSA interest in bifurcating the rendition of utility 

service into separate distinct components is further underscored 

by the definition of "entire utility service", to include partial 

services,·- s1ich ·as standby or back•up service; the generation, 

transmission and/or distribution of electric energy; product 

quality, system reliability, and system operation; as well as the 

metering and billing for the product (Id.). 

GSA's variation from the traditionally perceived rendition 

of full utility service signals a distUrbing chanqe in emphasis • 
• 

An incremental, piece-meal approach to the acquisition of utility 

3 



· · t/1~13-rr 
services destroys the efficiency and reliability adv~ntages 6( : ( 

receiving generation, transmission and distribution s~rvice fro~ 

fully~integrated utility systems. 

This now divergent emphasis on the part of GSA hardly will 

end the debate; rather, it brings into focus whether lower costs 

for the federal government will-actually result from less 

reliance and from the de-emphasis of areawide contracting; and, 

conversely, it brings into focus whether utilities, knowing that 

the government will only enter into areawide contracts as a last 

·resort, will have incentives to enter into them at all. 

GOVBRHMENT PROCUREMENT ACTION TO ENCOURAGE 
RB,AIL WHEELING OP POWER. TO ITS FACILITIES 
IS A POLICY NOT ARTICULATED BY CONGRESS, 
AND WOULD BB, IN PACT, CONTRARY TO CONGRESS' 
DIBRGY DACTMBNTS ABD RUB CONTRARY TO SOUND 
PUBLIC BNBRGY POLICY. 

An obscure provision of paragraph 41.004-S(b) (7), re~ires 

the contracting officer to document the willingness of the 

utility "to wheel or otherw.ise transport utility service 11 • As 

used in this context, "utility service" would include the trans-

mission of service directly to the federal agency from sources 

other than the local utility in whose service franchise territory 

the agency is located •. 

• 
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H. RAY STARLING. JR. 
Manager- Legal Department 
Associate General Counsel 

Ms. Beverly Fayson 

Carolina Power A Light Company 

P. 0. Box.1551 • Raleigh, N.C. 27602 
(919) 546-7544 

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

Re: FAR Case 91-13 

August 5, 1991 

Proposed Federal AcQ.Uisition Regulations for the Acquisition of Utilitv Services 

Dear Ms. Payson: 

In a letter of July 22, 1991 I submitted to you the comments of Carolina Power & 
Light ·company (CP&L) on the proposed Federal Acquisition Regulations on the 
Acquisition of Utility Services (56 Fed. Reg. 23982 (1991)). · 

At pages 3 and 4 of our comments we expressed several major concerns about 
Sections 41.004-S(d) and 52.241-2 of the proposed regulations, and on page 4 we made 
three recommendations for changes in these sections. Our first recommendation was as 
follows: "The changes proposed. by EEl [Edison Electric Institute] in Section 41.004-5( d) 
.should be· adopted." This reco~endation was based on an early draft of EErs 
comments which had been circulated among EErs member utilities. 

However, when we received a copy of the comments EEl actually filed with the 
General Services Administration in this case, we found that EEl had chosen not to 
propose any changes in Section 41.004-S{d). Therefore, we are filing this corrected 
version of page 4 of our comments. The correct,ed version makes no substantive change 
in our comments, but simply deletes the now-meaningless reference to an EEl-proposed 
modification of Section 41.004-S(d). Please substitute this corrected page for page 4 of 
our comme~ts as originally filed. 

Tltrcs PG Stf"DuU)'UEr 
'bE;btJ Ttte qr.tt 

. P1t6 e;; ~UT S Of rJN{;:;fl... 
SKJ:fP~O r/., 
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Contracting officers broaching during negotiations 

I 
; 

. . .( 

{/f-/$ .. 1~ 
the sub-

ject of wheelin~ brings to bear the government's immense bargain-

· ing power and influence to extract, as ·part of the quid pro quo 

of the bargain, a utility's "willingness" to wheel power for 

retail purposes,· even if not in the best interest of its other 

customers or shareowners. This anomalistic behavior may depend 

on a utility's percep~ion of its market position. A utility may 

agree to retail wheeling when not in their best interest to cut 

losses and retain retail load from other federal government 

facilities in its service areas. 

While overwhelming bargaining power may precipitate in­

stances of r~tail wheeling, the GSA venture into the realm of 

retail wheeling oversteps its statutory ~uthority, and pursues 

ruinous public policy in contradiction to Congress'. consistent 

position that retail wheeling is not a policy to encourage. 

Utilities plan, design and construct their transmission sys­

tems to meet their obligations.to provide reliable and adequate 

power to their native load customers, including governmental ac-

counts, at reasonable cost. Accurately performed long-term plan­

ning and load forecasts are critical to providing reliable serv­

ice at reasonable costs. Federal accounts that switch at will to 

other power sources will deprive utilities of the capability to 

accurately forecast future loads an~ plan for generation and 

5 



transmission capacity additions. 
11-J3~J-~ 

This planning process becomes ' 

even furthe·r complicated· for utilities expected to provide back-

up services to government accounts. 

Since larger customers earn more revenues and profits for 

utilitie~, the adverse financial affects of larger customers 

switching to off-system suppliers through retail wheeling will be 

felt in terms of stranded investments, rate increases for remain~ 

ing customers, and lower earnings per share for investors of the 

utilities. Capacity investments remain as obligations, paid for 

by customers or shareowners to the extent power is unsold throug~ 

marketed off-system sales. 

Customers leaving the system for economic. reasons as a 

result of retail wheeling do not lower utility fixed costs, nor 

do they further useful public policy goals. In its most crass 

form, retail wheeling "cherry picks" profitable customers from a 

utility service territory; or, stated another way, transfers 

wealth without associated societal benefits from lowered in-

cremental costs of producing the product. 

Federal law does not impose upon a utility the obligation of 

makinq available its transmission facilities as a common carrier; 

that is, utilities do not have the requirement to interconnect 

and wheel wholesale power. Furthermore, Congress, through .,. 
federal enactments, have restricted FERC's authority to order 

mandatory wheeling. 

6 



Si~nificantly, Federal Power Act provisions prohibit FERC 

from issuing an order to wheel "unless the Commission determines 

that such order would reasonably pre~erve existing competitive 

relationships"; prohibits FERC from issuing an order to·wheel 

which "is inconsistent with any State law which governs the 

retail marketing areas of electric utilities"; prohibits FERC 

from issuing an order "which provides for the transmission of 

electric en•rqy directly to an ultimate consumer" (16 USCA sec. 

824(J) (c) (1) (2) (3)(4)); and prohibits ordering of wheeling unless 

FERC finds the utility will' not likely incur a- "reasonably ascer­

tainable uncompensated economic loss (16 USCA Sec·. 824(a) (1)). 

FERC has strictly construed its wheeling aut~ority in a ~an­

ner to preserve existing competitive relationships "so as to keep 

the commission-out of the economic contest among· utilities for 

customers". Southeastern Power Administration v. Kentucky 

Utilities Co. (1983) Util. Law Rptr. Fed. CCH ·par. 12,794 pg. 

17,707, 17,714. 

Retail wheeling is a policy disfavored by conqress and 

should· not be pursued by the GSA in the name of promoting full 

and open competition. Federal statutes2 on the management of 

property do not provide GSA with authority to undertake a gene~ic 

policy that undercuts federal enerqy policies of Congress and 
-s 

2. See 40 USCA Sec. 481, !1 !!9· 
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implemented by FERC. While GSA is charged with the respof/-JS-(1 
sibility to proqure publi~ utility services in advantageous ways 

to the federal government, this generic language does not provide 

. requisite authority in·light of the direct language of the other 

energy statutes embodied in federal st~tutes and regulations. 

M215:7-18·91iCIS/MES/CSC:CDMMENTS.FAR 

Respectfully submitted, 

CENTERIOR ENERGY CORPORATION on 
behalf of THE.TOLEDO EOISON 
COMPANY and THE CLEVELAND ELECTRIC 
ILLuMINATING COMPANY 

By: fRJ~ 
era~. smith, Esquire 
Centerior Energy Corporation 
6200 Oak Tree Blvd., IND-455 
Independence, Ohio 44131 
(216) 447-3206 
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TRI-COU~ TY 
ELECTRIC \\E.\\BER~HIP 

CORPOR.~T!<I' . 

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

Reference: FAR Case 91-13 

Dear Sirs, 

: : ·:i . \ ~ • . 

This is to inform you that the proposed rule on the 
acquisition of services from utilities (56 Feder~l Register 23982} 
will have profound affect on the accounting systems of electric 
cooperatives. As part of this rule, the GSA is proposing at 
section 41.007 (.j) that the following language be added to all 
contracts between Federal facilities and cooperative utilities (we 
find paragraphs (~)and (c) are specifically troubling): 

52.241-13 Capital Credits 

(a) The Government is a member of the (cooperative name) 
, and as any other member, is entitled to capi~al 

-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. 

(b) Within 60 days after the close of the Contractor's fiscal 
year, the Contractor shalt 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 capital credits are to be 
applied to another contract, the Contractor shall make payment to 
the Government for the unpaid credits. 

JUL 2 2 '· 
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q J-1s-18 

(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 wri~ing by the Contracting Officer. Checks 
shall. cite the current or la!jt contract "!'".umber and indi\.:f:lte 
whether the check is partial or·final payment for all capital 
credits· accrued. 

Please delete paragraphs (b) and (c) and let (a) address the 
issue "as any other ~ember". Also delete the word "certified" 
from paragraph (d), payment by check should be good ~nough in this 
statement. 

JS/lk 

Sincerely, 

.JIM SHAFER 
General Manager 



- --' - - :.::-.:. 

.General Services Administration· 
FAR Secretariat {VRS) 
l8th and F Streets, N.W. 
Room 4041 
Washinqton, o.c. 20405 

Re: FAR Case 91-13 

In the recently published proposed rule on the acquisition of services 
from utilities (56 Federal Register 23892), the GSA is prop~sinq at Section 
41.007 (j) additional lanquaqe to all contracts between Federal facilities and 
cooperative utilities. 

! interpret this additional lanquaqe to be in violation of this 
Association's Adopted Bylaws and Administrative Policies. To the extent that 
the previous year's marqins are available for capital retirement purposes, the 
Association first. retires capital in order ot priority accordinq to the year 
the capital was furnished arid credited, on a first-in-first out basis, 
attemptinq.to maintain a fifteen year retirement rotation period. · 

A refund to a qovernment aqency prior to the desiqnated period would not 
only constitute retirinq patronaqe out of the order the capital was furnished, 
but could ·also delay refunds to other patrons due to the cash outlay necessary 
to satisfy contractual obliqations with the Government. 

This seems to favor one qroup of members and contradicts the cooperative 
philosophy, plus increases record keepinq in the accountinq systems of rural 
electrics across the country. 

Sincerely, 

MOUN'l'AIN VIEW ~IC ASSOCIATION, INC. 

Robr,~ 
Manaqer 

JAR/ch 
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''Do It Electrically" 
~e~~.~~ 
·:'~. 
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'·~ 

Serving In Cavalier and Ramsey Counties 

P.O. Box 749 
Langdon. North Dakota 58249 

July 15, 1991 

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

Re: FAR Case 91-13 

Greetings: 

Reference 52.241-1:3 Capita 1 Credits: Item (a) is agreeable with us. 

J:a: 

Item (b) Within 60 days is not agreeable with us and we strongly recommend 
removal of this paragraph in it's entirety. Simply because we cannot determine these 
capital credits within sixty days of the close of t~e Contractor~s fiscal year. We 
Normally do not notify the members until about April 15 of the close of the preceding year 

Item (c) Upon termination • . • • is not acceptable to us and we strongly recommend 
removal of this parag~aph in it's entirety. Simply because t~ pay the capital ~redits 
to the government upon termination of the contract would demand "preferential treatment" 
for the government, which "preferential treatment" is not allowed under capital credits. 

For these reasons, we· strongly urge elimination of items (b) and (c). 

Yours truly 

~ectric 

~uane L. Otto, Manager 

Cooperative, Inc. 
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-H-IGHLINE ELECTRIC ASSOCIATION 

~ EW,f .... _ '?4 --1·,-· 
- ... ··~ tit. M;JJ: ~ 

. ''R . ~ .. iN" : --·~- - . ltt'J • .,... . . ---
General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
washington o.c. 20405 

Re: FAR Case 91-13 

Dear Sirs: 

(fib -·.: = =.: ·- .; -
-= -: = - : "\, = 

July 15, 1991 

. -·-:::::=-----

The following comments are in response to the above-referenced 
publication in· the-Federal Register Vol.56. No. 101 dated May 24, 
1991. 

Section 52. 241-13 referring to - the immediate payment of 
Capital credits to the government on termination of contract will 
be-discriminator-y to other members of the Association. Presently 
this Associatio~ pays capital credits -on an appro~imate 15-year 
cycle. This cycie may vary considerably depending upon the margins 
of each ye_ar which in turn is depe_ndent upon rainfall (this 
Association serves predominantly irrigation loads), the economies 
of the area, and other uncontrollable variables. It is conceivable 
that the cycle could extend out t·o even 25 years. To require 
payment of capital credits immediately to government aqencies would 
discriminate against other members and corporations of the 
Association since they would have to wait for the normal time 
period for payment. Naturally one dollar today is worth 
considerably more than a dollar 15 to 25 years from-now. 

Payment of capital credits immediately to the qovernment would 
also tend to set precedent and could encouraq·e other members and 
corporations to fila· suit aqainst the Association for immediate 
payment of their earned capital credits. This practice would be 
totally devastatinq to Cooperative Associations since this capital 
is used to finance the system operations. 

·Even if a method of discountinq capital credits on a present­
value basis were developed the immediate outlay of cash may also 
cause severe financial strain on most associations. 

In conclusion please reconsider this portion of the proposed 
requlations. The financi~l impact of this section to Cooperative 
and· member-owned utilities across the nation could conceivably 
become enormous. -. 

Sincerely,?,_~ 

£~.J21(nso~-P.E. 
Manaqer 

JUL 2 2 \99\ 



July 15, 1991 

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

RE: FAR Case 91-13 

I am writing to.ask question regarding the proposed rule 
change in Federal Register notice 41. o.o7 ( j) part 52.241-13 
capital Credits. Why does the government want tQ add to our 
paper work by putting these restrictions on us? Your 
proposed r\lle 52.241~13 (c) will cause a total .re-work of our 
procedures. Right now we have our payments set up on a once 
a year payment schedule. If this rule is passed we w·ould be­
caused to write checks out of our normal sequence·which will 
cause undue cost placed on our customers. 

Thank·you for your consideration and would appreciate a 
written explanation of my-questions. 

THZ/CS 

·Yours t~ly, 
' \ 

• 

fOt~n«f· ~ llwJe we Jet~ee . .. 

·--

JUL 2 2 '·?.9\ 



ARECA' INSURA~CE ~ANAGE~E~T. INC. 
703 W. TtDOR ROAD. SL'ITE 100 

A\CHORAGE .. -\LASKA 99503 · 1907, 561-n !0.~ 
FAX: : ~~~7, 5n 1-5~-+; 

July 16, 1991 

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

Re: FAR Case 91-13 · 

Dear Sir /Madam: 

Enclos8d you will find the Alaska Rural Electric Cooperative Association's comments on FAR Case No. 91-
13. 

• 

Sincerely, 

/~ d, 11-..u ·lelu..u.- ( ~) 
David Hutchens 
Executive VIce President 

JUL 2 2 



COMMENTS ON FAR CASE NO. 91·13 
BY 

ALASKA RURAL ELECTRIC COOPERATIVE ASSN. 

July 18. 1991 

. . 

8.1~1,-~3 

The Alaska Rural Electric Cooperative Association represents 15 distribution electric cooperatives in the State 

of Alaska. and these comments are submitted on behaJf of our members. 

Regarding 52.241·13, Capital Credits. we support subsactJon (a). The government should be treated, on 

a norwilscrtmlnatory basis. like every other member of the cOoperative. CapitaJ credits should be assigned 

and paid to t..,e ~ovammant lil accordance with the bytaws of th& coopaaat.ve. Unforrunately, stJbsactfons 

(b) and (c) are in direct conflict with this policy stated In (a). 

It Is important to understand that the operating margins of a cooperative are what are aJiocated to its . . 

members as capitaJ credits; and these capitaJ credits. whUe they are held by t~e cooperative, are the only 

equity the cooperative has In its utility system. When these capital credits are to be paid to the members 

Is detannined iargety by the flnanciaj condition of the cooperative. 

The electric cooperatives in Alaska are younger than the ce>ops in most other states, so it Is only in recent 

years that any of them have achieved the financiaJ strength to be able to pay the previously aJiocated capital 

credits on any basis other than the death of a member. Several electric co-ops in. Alaska still do not have 

the financiaL ability to pay capital cractlts on a routine basJs. It Is not possible for most co-ops to tell the 

government when Its capital cradJts wll be paid. 

It Is grossly unfaJr to the other members of the ce>op for the government to require the co-op (in violation 
• 

_of its bylaws) to retire capital cra:ilts upon termination or 8xp1ratlon of a service contract whUe aJJ other 
. . : .. 

members of the ce>op must leave these· capital credits In ~ contra~ of the co-op for several more years 

for use as its equity. This proposed requirement in (c) would force au the other members to subsidize the 

saMce the co-op provides to the government. 



COMMENTS ON FAR CASE NO. 91·13 
Page 2 of 2 

It Is impossible for most, if not all, co-ops to furnish a list of aJiocated capitaJ credits within 60 days after the 

close of the utility's fiscal year. First, the books have to be closed for the year. Second, the audit must be 

perlormed. Third, the board of directors for the co-op has to approve the proposed allocation of capital 

credits for the year. Finally, notice of that aJiocatJon can be given to the members. This routine takes about 

6 months. What difference could this possibly make to the government? It ls not a cash tran~ctlon. It Is 

· only a notice of Information for your raccrds. Notice within six months should be quite satisfactory. 

Subsection (d) is also objectionable in its present form. We could use certified checks to pay the 

government its capital credits. but why should we have to? This is an unnecessary complication in the 

business routine, costing much more in staff· time than in cash ouUay to have the certified check issued. 

We would be very much ·surprised if the government has ever had a problem in cashing a capital credits 

check issued by an electric cooperative. Also, the co-op should tall the government, aJong with its other 

members, what year or y8ars the capital credits were earned and whether the check represents a partial or 

final payment for that period. The co-op should not have to research the government's account to give it 

special notJce as to what other years you may have earned capital credits. We give you notJce after each 

year. Keep your own records like everybody elsel Perhaps this proposed requirement does bring these 

proposed regulations under the Paperwork Reduction Ad after aJI. 

In conclusion. the proposed section 52.241-13 Is sa objectionable that our members would have no choice 

but to serve the gavammant as a non-member. In that case there would be no capitaJ credits for you to 

worry about 



July 16, 1991 

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

REF: . FAR Case 91-13 

. q/18~ RURAL. ~ ~, 
ELECTRIC - , 
COOPERATIVE' , ·- I 

. POST OF~='ICE 3CX BG9 
L.:NOSAY JK:..~~'""C'.4 :. -:;:~~ 

TEL..EPHONE ~GS :"5o-3. :.! 

The contractor' s fiscal year may or may not be the same as 
Cooperative's (Rural Electric end of the fiscal year is 12-31). 
The bylaws of our Cooperative states each patron shall be 
notified within a reas_onable t;ime after the close of ·the fiscal 
year of the amount of Capital so credited to their account. 

Any such retirements of Capital shall be made in order of 
priority according to the year in which the Capital was furnished 
and credited. The Capital first received by the Cooperative 
being first retired. To refund to the Government current Capital 
would discriminate against other members. 

The addition of these clauses to the contrac_ts between rural 
electric cooperatives and government agencies will add more 
requirements, which will increase the work load and tJ,me spent to 
the accounting·systems of electric cooperatives. 

Sincerely, 

. M'l':kl 

JUL 2 2 ~S 



lfi-Js-2.5 
PEE DEE ELECTRIC MEMBERSHIP CORPORATION 
? :J sex as9. 
TEL. i04-694·2 1 1 4 

July 16, 1991 

General Services Adm-inistration 
FAR Secretariat (VRS) 

, ·800·992·, 626 

18th and F Street, N.W., Room 4041 
Washington, DC 20405 

Dear Sir: 

Re: FAR Case 91-13 

FAX i04·694-9636 

This ·letter is in response to the recently published proposed 
rule on the ac~isition of services from utilities (56 Federal 
Register 23982f. I am particularly concerned with the proposal 
contained in Section 52.241-13 Capit~l Credits. 

I am in agreement with.paragraph (a) which in part reads: The 
Government is a member ••. , and as any other member, is entitled 
to capital credits consistent with the by-laws of the 
cooperative, •••• Indeed, if the Government has the same riqhts 
as any other member to accumulate capital credits, it must also 
be treated as any other member in the notification and retund of 
capital credits. Anythinq else is totally un-American. 

I must reqister my objections to paragraphs (b), (c) and (d) as 
they set up special treatment for a member (the Government), 
special records requirements, and special methods of payment 
(certified check). 

As I stated earlier, the Government, as a member, is entitled to 
the same capital credits as any other member, but also must be 
bound to the same by-law requirements on the refund of those 
capital credits. 

Yours truly, 

t:Z. .> ;;¥~-u 
Emmett s. Patterson, Manaqer 

ESP:lsm 
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7'/l BUFFALO · 
l/@!SfJ!?DIS COOP§RA TIV~·- ~ 225 S. Marn · ?.0 Box 248 . "";r.a. '::: :..!: · : · . ~:.: 

General. Services Adainistration 
FAR Secretariat 
18th and F Streets, HW 
Room 404.1 
Washington DC 20405 

RE: FAR Case 91-13 

Gentlemen: 

July 16, 1991 

This letter is in reference to Federal Register publication 
FAR Case 91-13 regarding .capital credits to Federal Agencies. 

We like most other cooperatives can not allocate capital 
credits until the year end records have been audited and normally 
more than 60 days have elapsed by the time the audit has been· 
approved. After the audit has been approved it takes an additional 
30 to 60 days to make the allocation. 

The cooperative bylaws provide for a first in, first out 
payment of capital credits and to make pay•ent of any capital 
credits prior to a normal.retireaent would be ~n violation to the 
cooperative bylaws. 

Thank you for your consideration on this case. 

Sincerely, 

BU~~ALO ELBC~RIC COOPERATIVE 

~~ ,1J~9.JAJ~ 
Dean ~aldvin, Manager 

JUL 2 2 :gg· 



NORTHWEST KANSAS ELECTRIC 

COOP ERA TlVE A.SSOCIATJON, INC. 

P.O. Box 168 ~ 03 W. 4tt'l Street 

Bird City, Kansas 67731 913-734-2311 

To: General Services Administration 
FAR Secretariat <VRS> 
18th fa F· Street 
NW Room 4041 
Washington, D.C. 20405 

Subject: FAR Case 91-13 

In reviewing the proposed changes in the Federal Register I find it somewhat 
disturbing that the leaders of our country, for all their infinite wisdom, are 
so fool ish. 

One of the primary objectives for Rural Electric Cooperatives from the 
beginning was an opportunity for All rural members of the ·same rate class to 
receive equal treatment at A fair rate without regard to who they were or what 
their social standing was. 

What you are proposing is ·wrong. The Federal Government · should not place 
itself above the people of Rural America. When the leaders of our country are 
proclaiming equ-..1 rJghts and non-discrimination a biased proposal such as this 
is absurd. 

Furthermore, if the By-Laws provide for a separate rate class fo~ 
service, whereas there would be no allocation of capital credits, 
that any Federal Government service be under this class. If 
preferential treatment is warrAnt•d than Any eMpanses incurred 
requirements of such a class of service would be charged back to 
only and would not be a burden on th• remainder of our m•mbers •. 

Sincerely, 
.. 

~?#&UU 
Roger Maier 
General P1anager 

non-member 
I suggest 
they feel 

due to the 
that class 

1111 2 2 I~ 
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.-\LF.-\ ELECTRIC · COOPER.ATI\~E. I~C. 

OWN£!) S'f Ti-rOSe We SeRVe .. 

. ·.---.... ·'-~~~--~:···-~-~---~·-.·-~---~~-~~~--~---=~·=· ~--~---~--~-.. ~ .... -~-~-~-~~--~~~ 
P.O. Box :39 121 E. Main 

July 16, 1991 

General Services Administration, 
FAR Secretariat (VRS) 

18th and F Street NW, Roo~ 4041 
Washington, D.C. 20405 

Cherokee, OK 73728 405-596-:3:3:3:3 

RE: General Services Administration, Federal .Acquisition Regulations for the Ac­
quisition of Utility Services (FAR- Case 91-13) 

Gentlemen: 

. In reference to- the above case, Alfalfa Electric Cooperative, Inc. has some serious 
objections to two sections of the proposed federal regulation. 

Under Section 52.241-8 - Connection Charge (e), it appears that under Sub-para­
graph ( 1) (ii) that the government expects a contractor to repay the government 
for the connection charge even though the government has not met the terms of 
the contract. At our cooperative, upon the completion of the length of term of the 
contract, any advance payments will have· been returned to the governm~nt. By 
requiring that the cooperative refund these credits even though the government 
has not met the conditions of the contract will cause an undue financial hardship 
on the cooperative because the facilities were provided and financed by the Coop­
erative at the government's request. We strongly obiect to this procedure. 

Under Section 52.241-13 - Capital Credits, Pa_ragraphs 8, C, and 0 would be a di­
rect violation of the Bylaws of Alfalfa Electric Cooperative, Inc. Under Paragraph B 
it would be impossible for the contractor or co-operative to state the amount of 
capital credits to be paid to the government and the date of the payment because 
this is not .. determined for ten to twenty years after the issuance of the capital 
credits. The payments of capital credits are currently regulated by the Rural Elec­
trification Administration and depend upon th' financial viability of the individual 
cooperative. Cooperatives pay back capital cr~dits within the guidelines of the Ru­
ral Electrification Administration and as they are able to while ke~ping the cooper­
ative in a strong financial position. Alfalfa Electric has been paying· capital credits 
to its members ·on a first in, first out basis for over 15 years and in 1991 we re-

JUL 2 2 I~ 



General Services Administration · 
July 16, 1991 
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turned $82,000 of the 1978 margins to our members. Under Paragraph C on 
termination or expiration of ·this contact, the Bylaws of Alfalfa Electric Coopera­
tive, Inc. only provide for the payment of capital· credits in the case of a death of a 
natural person and this would no.t apply to the government. The credits would be 
paid to the government but on. a regular schedule with all other members of the 

· cooperative. We do not feel that it is right for the government to be treated dif­
ferently than the other members of Alfalfa Electric Cooperative, Inc. in regards to 
capital credits. 

Please carefully consider these comments prior to· the final rules on the acquisition 
of services from utilities. 

Sincerely, 

~~~~· 
~~CJtt- . 
General Manager 

glw 



CHERRYLAND ELECTRIC COOPERATIVEqi-IS-~ 
::::.: _; 3~ ~c,..,.:_ ': :c··:-:: 3;.:..'.'. ·.· :-·~.:.'.~:-:~- :·-.: :·. ~· 

July 1.6. 1 991 

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

RE: FAR Case 91-13 

· Cherryland Electric Cooperative is a consumer-owned cooperative organized on a non­
profit basis. Cherryland has in place and properly constituted its Bylaws and certain Rules and 
Regulations governing electric service to its membership. Cherryland is also regulated by the 
State of Michigan in the matter of rates and other charges for electric service. 

· Cherryland has concerns with 52.241-13, Capital Credits paragraphs {b), (c) and (d). 

Paragraph (b) states: 'within 60 days after the close ... " We feel it should read: "within i 
reasonable time after the close ... ~~ It is virtually impossible for a small cooperative utility to furnish 
a patronage capital statement within eo days. We have neither the manpower nor equipment 
available to perform such a feat Normally this can be accomplished within six (6) months from 
the close of the fiscaJ year. 

Also in paragraph (b), the last sentence reads: .. 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." 
This should be stricken. ·It is impossible to state the amount of capital credits to be paid nor the 
date of payment of such until the Board of Directors (trustees) ·determines that such capital 
credits will be paid and when they will be paid. · 

Paragraph (c) should be deleted in its entirety. Capital credits are not payable upon 
cessation of membership and/or service from a cooperative. Capital credits are only payable 
upon determination of the Board of Directors as to method, basis, priority and order of. retirement. 

Paragraph (d) presentlY states: •Payment of capital· credits will be made by certified 
check •.• • The word certtfted should be deleted as the check is normally printed. by computer and 
there is no reason for the capital credits check to be certtfied. To do this would be burdensome 
and. costly to the cooperative. 

Sincerely, 

,, '(.! ... ·· //4 
'~ .:··---~ 

Philip C. . le · 
Generat anager 

cc: Michael Oldak. NRECA Regulatory Counsel 
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ql-13-30 

July 16; ·1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F St NW Room 4041 
Washington DC 20405 

Subject: FAR Case 91-13 

-·-:::--

DOUGI.AS 
ELECTRIC COOPER..-\ Tl\ "'E 

· 98' 'J E Steo~e,s ::;) J 3c • · .:z-
:~cseour;l. o~egor 97~7'0 5•33; ;:-: . .:e·-: 

This letter is conceqring a recently published proposed rule on the acquisition of services 
from utilities (56 Federal Re~ster 23982). As part of this rule the GSA is proposing at 
section 41.007(j) that language be added to all contracts between Federal facilities and 
cooperative utilities. We find paragraphs (b) and (c) of 52.241-13 Capital Credits; 
particularly troubling. 

Comments on Para&raph (b): 

The requirement to furnish capital credit information within 60 days of the close of the 
contraCtor's fiscal year is too short. We allocate capital credits after out books have been 
audited and year end financial reports have been approved by the membership at our 
Annual Meeting. Our bylaws require that our Annual Meeting be held between 75 and 105 

· days after the end of the calendar year. We suggest 180 days after the conclusion of the 
contractor's fiscal yea,. 

The requirement to have the contractor state the amount of capital credits to be paid to the 
Government and the date the payment is to ·be made should be eliminated. Depending on 
the financial condition of the Cooperative and the ability to access capital markets such as 
REA, the Cooperative may or may not actually pay capital credits for any given .year. 

~ . . 
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Comments on Para~raph (c): 

This paragraph assumes the Cooperative makes lump sum payments to the government at 
· the termination of a contract. The Cooperative's bylaws prohibit this type of paynient. The 

government may receive payments only when the Cooperative's Board of Director's make 
a general retirement ofcapital credits for any given year(s). We suggest you eliminate this 
paragraph. 

Sincerely, 

DOUGLAS ELECTRIC COOPERATIVE, INC. 

-D~S~ 
Dave Sabala 
General Manager 

• 



REptYTO 
ATTEHnoN~ 

DEPARTMENT OF THE ARMY 
HEAOOUART'ERS UNITED STATES ARMY nwHIHG AHO OOCTAIHE COMIIANO 

~ M0NA0E. VWRGINIA 23151·5000 

~TBO-GFE (·420-4ld) 

1 6 JUL 1991 

>lE~·tORA\DIJ\1 FOR General Services Administration, F:.\.R Secretariat 
(VRS), 18th and F Streets NW., Roo~ 4041, 
Washington, DC 20405 

SUBJECT: Federal Acquisition Regulation; Acquisition.of Utility 
Services 

1. ·Reference FAR Case 91·13. 

2. The following commen t.s · are made on the draft Federal 
Acquisition Regulation; Acquisition of. Utility Services: 

a. Paragraph 41.004-Z(e) authorizes purchase of utility 
services for a period of one year without a contract under 
specified conditions but does not address the situation where 
the utility sup~lier refuses to sign a contract after the one 
year elapsed time period. 

b. Paragraph 41.004-S(d) limiis a definite term cbntrac~ to 
ten years but is silent on indefinite term contracts, if allowed. 

3. POC for· this action at HQ TRADOC is Allan Bettcher, AUTOVON 
680-2309 or.Commercial (804) 727~2309. · 

FOR THE DEPUTY CHIEF OF STAFF FOR BASE OPERATIONS SUPPORT: 

• 

/' 

~~ANTHO Y 
Colonel, GS 
TRADOC Engineer 

JUL 2 2 1991 
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·.~ 
·~ . . 

Ms. Beverly Fayson 
FAR Secretariat (VRS) 

U.S. Department of Justice 

~f.-'ashmgron. D. C. 10530 

General Services Administration 
1Sth and F Streets, N.W., Room 4041 
Washington, D.C. 20540 

Dear Ms. Fayson: 

This is in response to your request of May 31, 1991, for comments 

on Federal Acquisition Regulations (FAR) Cases 91-13, Acquisition 

of Utility Services, and 91-20, Notification of Ownership 

Changes. We have reviewed both proposed rules.and have no 

substantive comments. Thank you for the opportunity to review 

these rules. 

Sincerely, 

zz:~
7

0"~-
"· L. ~~~n 
Procurement Executive 
Justice Management Division 

• 

JUL 2·2 1991 



BOX .600 GREENWOOD. DELAWARE 19950 (302) 34q.4571 
Toll i=rP.P. 1 800·282·8595 

I 1 
f; 

General Services Administration 
FAR Secretariat <VRS> 
18 t h an d. F S t r e e t s • N • \V • 
Room 4041 
Washington, DC 20405 

RE: FAR Case 91-13 

Dear Sir: 

July 16, 1991 

I aa writing in response to your proposed rule on acquisition of 
services from titilities < S6 Federal Register '23982>. 

The iddition of section 52-241-13, Capital Credits, is 
unnecessary, not consistent with current practice of elect~ic 
cooperatives, burdensoae and an unnecessary incr~ase in operating 
costs for the ~lectric cooperatives. 

First, pa~arraph <b> places an unr~asonable burden on the 
cooperative. Final determination of the capital credits for a 
calendar year is not aade until June of the following year. This 
is caused by the delay in getting the notice of allocation of 
capital credits froa the generation and transaission cooperative 
supplier. Only after their books are closed and audited, are 
allocations deterained. In our case, our audit year ends March 
31st. Our audit is not presented: to the Board of Directors until 
June. Followinl acceptance by the Board, the notice of 
allocation of capital credits is liven to our aeabe~s prio~ to 
the annual aeetin1 in Augtist each year. It would b~ iapossible 
to aeet the requireaent proposed by this rule. 

Se~ondly, the payaent of capital cre4t·ts is deterain~d annually 
by our Board of Directors. Authorization to aake payaent is 
dependant on the financial condition of the cooperative and is 
subject to liaitation established by our ·toan aareeaents with the 
Rural Electrification Adainistration and private lenders. It is 
not possible to forecast any dates when payaent would be aade. 

JUL 2 2 1991 
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Thirdly, paragraph <c> is unclear as .. to whether paragraph <ai is 
c o n t r o 1 1 i n g . . " Co n s i s· t en t w i t h t he b y - 1 a w s o f t he c o o p e r a t i v e ·· i s 
the operative phase. As paragraph <c> stands it appears to 
require payment of the ca~ital credits at the expiration of any 
contract. To do so would both violate the by-laws of the 
cooperative govern.ing equal treatme~t of all members and could 
jeopardize its tax exempt status with the Internal. Revenue 
Service. Premature return of capital credits to a specific class 
of service would appear to violate the non-discri~ination 

requirements of the cooperative's exeaption as well a~ the loan· 
agreements previously cited. 

Fourth, unles·s there is evidence available of a widespread 
instances of a vio,lation of these by-laws by coope·rative~ in 
relation to GSA contract, why is this additional rule necessary? 
Why generate additional cost t6 the other members of the 
cooperative? :Where is the just benefit to the government? 

If there is a problem of widespread abuse or violation of 
coo~erative by-laws, why not spend the tiae and effort to 
resolve those situations? Tha_t approach would appear m·ost 
cost effective. 

Finally, the requireaent that a certified check be issued in 
transmitting capital credit payaents is ari unnecessary expense. 
Most cooperatives, like ours, use coaputers to generate the 
checks. Requiring special treataerit and experise for GSA refunds 
is an unnecessary expense which the other members ·of the 
cooperative would be forced to pay. 

The proposed section is unnecessary, burdensoae 'and will generate 
additi6nal cost to the cooperati~e •tthout sufficient benefit to 
either the governa·en t or the aeaber s who wi 11 share the burden of 
thiS· expense~ 

Overall, as the saytna aoe~. •if it ain't broke, don't fix it•. 

We see no reason for a change in the present contr~cts. The 
proposals are either unworkable, violate by-laws or are an 
expense without benefit. 

Sincerely, 

c:·_~u. .......... 
E. Paul Bienvenue, General Kanarer 

cca Michael Oldak 



PHONE 218 745-471' p 0 BOX 108. 

P. K. ~1. Electric Cooperative, lnc. .q}•/S-.9t 
. ::; . .. . =· .. - . . . . . : . . - . : - ;. - .. : : .. '. . ~ ~ 

July 16, 1991 
Warren. Minnesota 56762 

(:Jener-31 :-=··.::-25 ~.j01inistra.tion 

FAR Secretariat (VRS) 
18th and F Streets 
NW Room 4041 
Washington, D.C. 20405 

RE: FAR CASE 91-13 

.Dear Sirs, · 

I am writing to address the proposed change to contract language 
between federal facilittes and cooperative utilities. 

We currently assign. capital credits to our government owned accounts 
on the same basis· as we do all other cons~mers. 

It would be a matter of impracticality to notify the Government in 
w r i t i n g w i t h i n 6 0, days of y e a r end as to w h at t h.e i r c a p i t a 1 c r e d i t 
balance would be, and when it will be paid ou·t. The Board of 
Directors determine both these items on a year by year basis 
consistent to the timing of our annual meeting in June .. Currently 
our equity is below 40%. REA regulations _do not ·arlow a general 
retirement to take place under these circumstances without prior 
approval from them. This normally takes 60 days. 

Upon termination of an electrical service agreement, the capital is 
current 1 y be i n g ret i red a·s d ·esc r i bed above • The only s i ·t u at i on where 
we pay out capital credits at termination of electrical service is to 
settle the the estate of a deceased member. Capital credits are not 
cash to any consumer until directed to be paid out by the Board of 
Directors, and so cannot be paid out to the Government or anyone else 
upon termination of electrical service. 

If you ·have any questions, please contact .me at the above address. 
Thank you. 

Michael Schmidt 
Manager Administrative Services 

MS:dlc 
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Sulp~ur Springs Valley 
Electric Cooperative~ Inc. 
Howard D. Bethel 
Executive Vice President 
and General ~tanager 

P.O:Box ~20 
Willcox. AZ 85644 
Te1ephone: !602) 38-+-:1:1 

General Services Administration 
FAR Secretariat (VRS) 
Room 4041 
1~th and F Streets NW 
washington, DC 20405 

Re: FAR Case 91-13 

Gentlemen: 

July 16, 1991 

We wish to file the followin~ comments on proposed rules which th~ General 
Services Administration (GSA) recently published regarding the acQuisition of 
services from util~ties (56 Federal Register Z3982). 

Our convnents are. in regard to section 41.007 (j) that reQuires certain 
language be _added to all contracts between federal facilities and cooperative 
utilities. We are particularly concerned about paragraphs (b)·and (c). 

Paragraph (b). The repayment of patronage capi t~ l is detenni ned by the 
financial condition of the cooperative at the time the refund _is authorized by 
its Board of Directors. Although goals may be established in the cooperative's 
eQuity management plan for repayment of capital credit, an exact· schedule cannot 
be established. · 

Paragraph (c) w·i 11. serve to give the government discriminatory and 
preferential consideration over other members of the cooperative and, if applied, 
supersedes the cent ractua 1 -re 1 at i onsh i p estab 1 i shed between the cooperative and 
its members. There 1 s no pract i ca 1 reason the government shou 1 d receive 
preferential consideration over any other member/customer of the cooperative. 

Paragraph (d). There is no justification to reQuire a certified check in 
lieu of regular cooperative corporate checks. Other special administrative 
reQuirements and handling procedures will only serve to increase the­
cooperative's administrative cost. 

We very strongly oppose paragraph$ (c) and (d) as published. 

,.~ ... -.,rd D. Bethel 
ecutive Vice President 

and General Manager 
HDB:cab 
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. ·. . . t/1-i~,..~ 
Renville Sibley Cooperatiye Power Associati·on · . 

~cs:~- :; :. :: -= · 
GENE~A1.. '.1~:-• .:.-:;:::::~ . 

. July 17, 1991 

== ... ·.·.::--:. 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N.W. 
Room 401 
Washington, D.C. 20405 

To Whom it May Concern: 

-.:. : 

I wish to· comment on your proposed rule on the acquisition 
of services from utilities (56 Federal Registerer. 23982). 

Section 52,241-13 Capital Credits, paragraphs (b) and (c). 
At the present time at the end of each fiscal year, we do 

furnish the all contracting officers in writing with the capital 
credits they have earned during the. preceding fiscal year. 
However, the date these capital credits are to be paid is 
dependent on the cooperatives financi'al abilities and are 
difficult to determine in advance. We are trying to remain on a 
19 year cycle·· or less. The immediate payment of capital credits 
could place a cooperative in financial trouble. 

The transfer of capital credits from one account to another 
will have a profound affect on the accounting systems of electric 
cooperatives. 

Thank you for allowing me the opportunity to comment on the 
proposed change. 

Yo~rs t~, · 

~~~#~ 
Robert Westby . - / 
Manager 
Renville-Sibley 



i 

McLean Electric Co-operative, Inc. 'IJ-13 ... 3.,, 
;: 

General Services Administration 
FAR Secretariat ( VRS} 
18th and F Streets, N. W. 
Room 4041 · 
Washington, DC 20405 

July 17, 1991 

RE: General Services Administration, Federal Acquisition 
Regulations for the Acquisition of Utili~y Services 
(FAR Case 91-13} 

Dear Sirs: 

Please consider the following comments on the proposed rule on 
the acquisition of services from utilities (56 Federal Register · 
23982}. . 

In Section 41.007(j) - 52.·241-13 Capital Credits - paragraphs (b) 
and (c) - we do not feel these two paragraphs are justified. The 

· Cooperative does not do this type of estimating, or recording for 
any of it's othe:- members, and sees no reason to bear the extra 
expense for the Federal government. 

Please delete paragraph · { b} and (c) from the . proposed rule. 

RJD/raf 

Sincerely, 

··'?I /) I/~/_ .. ~/ 
R~ert J: Dip$. 
Manager 

"We put Value on the Line,. JUL 2 2 -·-
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General Services Administration 
FAR Secretariat <VRS> 
18th and F Streets, NW 
Room 4041 
Washington, D.C. 20405 

Re: Comments, FAR Case 9l-13, Section 41.007 <S>, 
52.241-13 Capital Credits 

Gentlemen: 

Our Cooperative is opposed to the GSA proposed rule that 
requires specific language be added to contracts between 
cooperatives and all federal facilities regarding the payment 
of Capital Credits to Federal Agencies. Federal agencies, as 
consumers of rural electric energy, are members of 
cooperatives. As members, they represent only one group. 
They are many other members such as ot~er state agencies, 
6orpor~tions and individuals. The GSA apparently wants to 
establish a ~rivileged relationship through specific contract 
language. The Cooperative structure prides itself on · 
fairness where all members expect and deserv~ equal 
treatment. What .is good for on~ class of members should be 
good for all members, and in turn, apply to .them also. 

Paragraph A specifi~s a time and method of payment. This is 
not possible, since capital credits are paid at a future date 
after a Board Resolution has been passed, a determination 
that funds are available, and assurance that REA loan 
requirements have been met. 

The requirements of Paragrap~ 8 would not be possible for 
cooperatives with calendar year closings,. such as ours. This 
would require a capital credit allocation and closing prior 
to the completion. of the annual CPA Audit which deems •hether 
margins are indeed valid. Such a requi~~ment would appear to 
take precedence over CPA requirements in auditing margins. 

Par~graph C and D appear to express· •government. privilege" in 
~hat they expect potential payment at the end of a contract 
rather than when the Board declares capital credit payment. 

All of these req~irements would place undui financial 
hardship on our cooperatives. ·This would come at a time when 
our rural economy is experiencing extremely hard times. 
Added ~osts of additional recordkeeping would ultimately come 
to rest as an additional burden on rural rate-payers. 

JUL 2 2 !QO:ll 
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Charles Schimke · 
·Accounting Manag~r 

cc: Fred A.· Lackey 
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July 17, 1991 

· General Services Administration 
FAR Secretariat (VRS) 
18th and F Stteets, N.W., Room 4041 
Washington, DC 20405 

Ref: FAR Case 91-13 

Gentlemen: 

Reference is made to your recently published proposed rule on acquisition of services from 
utilities (56 Federal Register 23982). As a pan of this rule,. you propose at Section 41.007 
(j) to add language regarding capital credits from cooperative utilities. We find 52.241-13 
Capital Credits; specifically (b). and (c) to be in conflict with our by-laws and accounting 
procedures. We are, funher constrained by our mortages with the Rural Electrification 
Administration (Article II, Section 16 of the Common Mongage) and National Rural 
Utilities Cooperative Finance Corporation. Please reconsider this proposal as to the effect 
it would have on the operations of rural electric cooperatives . 

• 

3304 South Boomer Drive I P. 0. Box 1.809 I Stillwater, Oklahoma 74076 1 Phone 405-372·2884 
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TRI-COUNTY 
ELECTRIC 
COOPERATIVE 

210 WEST JEs?!IJ:;/l~ll 
. RUSHFORD. MINNESOTA .S597, · 

TELEPHONE: 507-864.:7783 

FILLMORE-HOUSTON-WINONA 

July 17, 1991 

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

Re: FAR Case 91-13 

Dear General Services Administration: 

The proposed contract clauses of 52.241-13 need to be reconsidered because 
of their adverse impact on the cooperative. Please note the following 
problems created by the proposal: 

1. The assumption made in Paragraph (a) is not ~orrect. Our Bylaws 
allow for the accumulation of investment in the cooperative in 
the form of capital ·credits. There is ~ an obligation to pay 
capital credits and there is no set time when they must be paid. 
It is up to the discretion of the cooperative.to decide if and 
when capital.credits will be paid. 

2. The 60-day notification in Paragraph (b) is not workable because 
the allocation of ca.pital credits is usually not made by that 
time. In addition, the decision if, when ~nd how much will be 
retired in a general retirement of capital credits has not been 
made. 

3. The payment of all capital credits at the end of the contract is 
not possible under our Bylaws. We can only pay capital credits 
when there is a general retirement of capital credits to all 
members. OUr only exception is to the estates of a deceased 
person. We believe it is not fair or reasonable to our members 
to provide a special retirement of capital credits to a specific 
group of members. T~erefore, we would request that no changes 
be made and that the government receive capital credit payments 
at the same time and basis as our other members. 

4. Finally, the proposed changes would create a significant change 
~o our accounting procedures and me,hods to accommodate such a 
·r~quiremerit. 

II 'I 2 2 ,..JUL. 
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Ge;:eral Se·r~:ices Administration 
?.-=.ge ., 

. -~ ::\; 

Because :~e ~eder~l gover~ment does recei~e t~ese payments ~hen t~e 
cooperative chooses to make a retirement, it seems to us that the pro­
posed changes are unnecessary and inappropriate. Please delete this 
entire section. Thank you-~-

BLM@ 

• 

Cooperatively yours, 

·2 ~-' ..:::<'. ?7l_<< ,.c~./ 
Bruce L. Meistad 
General Manager 



R. 8. Evernan 
General Manager 

!1/-J~f 

CO-OP 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N. W. 
Room '10'1 1 . 
Washington, D. C., 20'105 

Re: FAR Case 91-13 

Gentlemen: 

Please be advised that we oppose the proposal of 
section '11.007 (j) _containing language regarding the return 
of capital c·redits to a Government Contractor. . 

Presently our Cooperative refunds Capital Credits on 
a percentage basis to our membership. We treat all members 
equally and feel that this ruling would not be acceptable to 
us. 

RBE:dh 

Cooperatively yours, 
... /7 ,· / . 

/ 

.. ,-..... 0 . / 

, j / ~~~·:-. .. _,~~-~-
. ·~ -

R. B. Everhart 
Manager 

• 

VALLEY "URAL ELECTRIC co-oP • BOX 477, HUNTINGDON, PENNSYLVANIA 16652 I 814 643·2650 
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Carroll Electric 
Cooperative Corporation 

8,' \ ~IIIII! 

. Berryvall~. Arkansas 7~616 
. ~n 11 ..1:~ -~ 161 

July 11, 1991 

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

Re: FAR Case 91-13 

Gentlemen: 

The GSA. proposed rule on the acquisition of services 
from utiliti~s (56 Federal Register 23982) is propo$ing at 
section 41.007(j) that tne following language be added to 
all contracts between Federal facilities and cooperative 
utilities: 

(b) Within 60 days after the close of the Con~ 
tractor's fiscal year, the Contractor shall fur-· 
nish 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 Con­
tractor shall state the amount of capital credits 
to be paid to the Government and the date the 
payment is to be made. 

(c) Up9n termination or expiration of this con­
tract, unless the Government directs that unpaid 
capital credits are to be applied to another con­
tract, the Contractor shall make payment to the 
Government for the unpaid <:redi ts ." 

In ·my opinion this wo~ld be discriminatory toward all 
other cooperative-members. our capital credits are paid on 
a rotating-basis with oldest capital credits retired at the 
earliest possible time by a formula established by the Rural 
Electrification Administration, which we must follow unless 
a waiver is granted. · 

Should we be required to do that which you propose, 
then our retirement of capital credits rotation would be 

Discrict Offices: Bentonville. Huntsville. Jasper 
~! ,, 2 2 ~99f 
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FAR Case 91-13 Commen~s 
July 18, 1991 
Page 2 

skewed and the government agency rece.1.v.1.ng the capital 
credits would be receiving an unfair advantage at the ex­
pense of fellow members and the general ~ublic. 

DS/np 

Don· Smothers . 
General Manager 



July 15, 1991 

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

·Washington, D.C. 20405 

Dear Sir: 

Reference: FAR ~ase 91-13 

COOPERATIVE, INC. 
P.O. BOX 137 • NEWEU., SOUTH. OAKOTA sn60 
TELEPHONE C605l 456-2494 

I wish to comment upon the proposed rules regarding the · 
acquisition of services from utilities (56 Federal Regi.?t:e_~ 
23982). Paragraph {c) under the s~ction dealing with capit:al 
Credits is not permitted according.to the bylaws of our 
Cooperativ~. Capital Credits should be paid to the u.s. 
Government just like they are paid tc all of the oth~r members of 
the Cooperative. 

tve furnish electrical servic.e to several Government accounts and 
see no reason to treat those any differently than the people who 
must continue to recieve ~ervice when the Government faciiities 
no longer wish to receive the service. 

This would create a hardship fer the utility and the r.emaining 
members would have to pay the extra bill. 

Sincerely, 

BUTTE ELECTRIC COOPERATIV , INC. 
Kenne~h Wetz, General Manager 
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WILD RICE 
ELECTRIC 
COOPERATIVE, INC. 

July 16, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
Washington, DC 20405 
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RE: General Services Administration, Federal Acquisition Regulations 
for the Acquisition of _Utility Services (FAR Case 91~13) 

Dear Sirs: 

Wild Rice Electric Cooperative, Inc., is very concerned about 
Section 52.241-13, Capital Credits of the proposed changes to 
Vol. 56, No. 101, of the Federal register concerning a contract 
between the General Services Administration and utility suppliers. 

Specifically, paragraphs (b) and. (c) are of most concern. The 
notice of accrued credits within 60 days would be difficult although 
would be possible. I believe 90-120 days would be a more practical 
time frame. The most difficult provision would be the requirement 
to inform the gover·nment of the amount and date of future payment 
of capital credits. In many rural electric cooperatives, that 
decision is made by the board of directors later in the year. 
Also, to require payments immediately upon termination or expiration 
of the contract is a direct variance from normal capital credit 
payout procedures. Normally the capital credits are paid out 
through a general retirement via a first in-first out method. 
Therefore, although it may vary between utilities, the payment 
cycle will range anywhere from ten to twenty or more years depend-
ing upon the financial position of the cooperative. Many cooperatives 
do allow for a lump sum payment in the case of a death to settle 
the estate, many times at discounted values to reflect present 
day values. To impose a special rule provision· for government 
agencies seems inappropriate. 

I encourage changes that would allow far more flexible capital 
credit notices and pay out of funds. Rur~l utilities are having 
a difficult enough time to remain financially viable and yet offer 
continued se.rvices. · Any additional requirements that would or 
could affect earlier, or larger, payments would only add more 
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burden onto our rural consumers. Given today's rural economy 
tha: is ce=:~i~:y not needed. 

Thank you. 

Sincerely, 

. . 

. --- ./ . 

Steven J. Haaven 
General Manager 

SJH: jb 
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it Policy 
~nd Oversight 

Ms. Beverly Fayson 
Federal Acquisition 

INSPECTOR GENE.RAL 
DEPARTMENT OF DEFENSE 

400 ARMY NAVY ORIVE 
ARLINGTON. VIRGINIA 22202·2884 

jUL 1 S '1GS1 

. Regulation Secretariat (VRS) 
General services Administration 
Washington, D.c.· 20405 

Dear Ms. Fayson: 

We have reviewed Federal Acquisition Requl.ation Case 91-13, 
"Acquisition of Utility Services" and have no comment on the 
proposed coverage. 

We ap.preciate the opportun'ity to review the case. 

Enclosure 

Sincerely, 

AI / ~-~ ' . 
.. ,//l~t·lat"' r / '- ·r~', -·" : ... 

··' llichael R. Hill 
Assistant Inspector General 

for Audit Policy and oversiqht 

.. , 



July 16, 1991 

General Services Administration 
FAR.Secretariat (VRS) 
18th & F Streets, ~.w. 
Room 4041 
Washington, DC 20405 

RE: GENERAL SERVICES ADMINISTRATiON FEDERAL ACQUISITION REGULATIONS 
FOR THE ACQUISITION OF UTILITY SERVICES (FAR CASE 91-13) 

Dear Sir, 

The General Services. Administration- (GSA) recently published a proposed 
rule on the acquisition of services ·from utilities (56 Federal Register 23982). 
As part of this rule, the GSA is proposing at section 41.007(j) that the 
following language be added to all contracts between Federal facilities and 
cooperative utilities. We find paragraphs (b) and (c) specifically troubling. 

52-241-13 Cap~tal Credits 

(a) The Government is a member of the (cooperative name) 
and as any other member, is entitled to capital cred_i_t_s_c_o_n ____ __ 
sistent with the by-laws of the cooperative, which states the 
. obligation. of the Contract.or to pay capital credits and which 
speclfies the method and time of payment. 

(b)· Within 60 days after the close of the Contractor's fiscal year, · 
the Contractor shall furnish 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 Contrac~or shall state the amount of capital 
credits to be paid to the Government and the date the payment is 
to be made. 

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

(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 
accrued. 

JUL 2 2 \991 



RE: FAR CASE 91--13 
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The addition of these clauses to the contracts between rural electric 
cooperatives and government agencies will have profound affects o.n the 
.accounting systems of electric cooperatives and will give preference to the 
government over all other member-owners of the cooperative. · 

Each year this cooperative mails to eve~ member a card stating the 
capital credits they are entitled to for that year's service. Because of 
year-end closing of the books, C.P.A. Audit and computer services, it is 
not always·possible to have this accomplished within 60 days. As far as 
when capital credits will be paid out, we are currently on a 19-year cycle, 
but the rotation of capital credits depends on the financial condition of 
the cooperative, as determined each year by the Board of Trustees. The goal 
is to reduce the number of y~ars, but this is not always attainable. 

As far as paragraph (c), as per our by-laws, capital credits are paid 
on a first in/first:out basis. To pay the government upon termination or 
contract expiration would not OnlY be treating the governmene with preference 
but also be in contradiction t~ our by-laws. Paragraph (d)· also indicates 
that the government would have us treat them with preference over the rest 
of our member-owners. 

We work very hard to maintain the cooperative principle of business 
and do not wish to see it eroded by regulations giving preference to one 
group o.r individual over another. 

Sincerely, 

COUNTY ELECTRIC COOPERATIVE, INC. 

~~ /,due-
ames B. Riddle, General Manager 

JBR/sl 

I 
i 



South Central Arkansas 
Electric ·coopera_tive, Inc. 
! : ~0 :VLun S Lreel 
P. 0. Box _476 
Arkadelphia. AR 71923-0476 
(501) 1~6-6701 

General Services Administration 
FAR Secretariat (VRS) 

RE: FAR Case 91-13 
52.241-13 Capital Credits 

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

Gentlemen: 

This is to voice the objection of South Central Arkansas Electric 
Cooperative, Inc. to the wording contained in the above-mentioned 
artie le in the Federal Register. 

The Cooperative has always had a very good working relationship with 
all the Federal entities which it is involved with. However, the­
refunding of caP.ital credits by South Central Arkansas Electric Cooperative, 
Inc. is regulated by the nortgage agreements that it has with both 
the Rural Electil.fication Administration CREA) and Cooperative Finance 
Corpo;ration (CFC) which hold nortgages on its system. · 

In the past, the capital credits of South Central Arkansas Electric 
Cooperative, Inc. have, for the most part, been retired on a 20 year 
rotation basis if the Coot)erative was in 1:he financial position to 
retire them. Currently ·the Cooperative has retired its capital credits 
u~ _"\rough _1967. 

It has always been the practice, at least in recent times, for the 
Cooperative to notify its merrCership of the allocation of patronage 
capital yearly in i1;S centerspread in the Rural Arkansas magazine. 
Along with this, any merrber is encouraged to contact our office if 
they desire rrore· specific information on the allocation which their 
accoUnt has received. 

on another point, to my knowledge, South -Central Arkansas Electric 
Cooperative, Inc. has never . issued a certified- check to retire any 
year • s. patronage capital assignment. It is my opinion that what this 
is seeking is for all the government agencies involved to be treated 
differently than all the other merrbers of our Cooperative. I personally 
do not feel it is fair to these rate payers, or possibly even to tax 
payers, for the additional expense which t:l_le.Coopera~ive wou~d hav~ 
to go through to give these government ent;.i ties spec~al cons~deration. 

J\.ll 2 2. \99\ 
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Lcck:.:--.g at :_:,e ·,.;crdJ.ng in pataqraphs 3, C, and D of FAR Case 91-13, 
_:.t 1-::o!<s ~·::; ::te a.s :.f poss~bly ~.·.he ',\:-r:.t.~ng o£ t.hese.regular.:.ons ::cul:! 
v1olat.e t.:-~e ::;ylaws of not only South Central Arkansas Elect.rl.c :oc~rat. :.::-=-, 
Inc. but other electric cooperatives throughout the nation. It could 
also force us to possibly violate our mortgage agreements. 

It is with t."lis in mind that we sincerely request that the wording 
be changed in 52.241-13 Capital Credits of FAR case 91-13. 

Sincerelx, 
. ·/~-/~· . . ..' ~ , .·' 

~~··~A~ 
Ronald Easley 
General Manager 

RE:ca 



THE CANEY VALLEY ELECTRIC COOPERATIVE ASSOCJATlON. INC. 
JOHN M S~:?OAi=i:J 

Manager 

July 16, 1991 

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

RE: Comments (FAR Car 91-13) 

Dear· Sir: 

For many years t~e various agencies of the U.S~. Government have used 
the FAR contracting rules to intimidate and leverage small rural electric 
cooperatives into relinquishing territory to other utilities and in ob­
taining unwarranted rate reductions for their agencies. This current 
case 91-13 appears to improve the Government's bargaining position in 
these negotiations by again~placing unwarranted restrictions on rural 
electric cooperatives before they can be considered as vendors of elec­
tricity and tele.phone services. 

Irrespective of the supplying utility company, cooperative or municipal, 
the integrity of the state authorized, certificated, and regul~ted ser­
vice territory boundaries must not be pre-empted by FAR rules relating 
to market surveys, competitive bids, or existing power supply contracts. 
Most rural electric cooperatives have higher electric rates than their 
competition because of the territory they serve. 

At Section 41.007(j) the proposed language in 52.241•13 Capital Credits, 
paragraphs .(b) and (c) appear to be drafted specifically to preclude 
small rural electric ·cooperatives from qualifying. as vendors:. Paragraph 
(b) provides that the rural electric cooperative has only 60 days to 
prepare a statement of capital credits earned, after the end of the 
fiscal year. This rule is proposed without regard to how or when all 
other consumer/members of the cooperative receive their earned capital 
credit statements. The rule, as proposed, ~ould either give the Govern­
ment preferential treatment 6r·. place an:, undue hardship on the cooperative 
to produce these statements within the 60 day limitation. Paragraph (c), 
as proposed, provides that the Government will be paid all allo.cated 
capital credits upon contract termination or e.xpiration, at thei·r option. 
All other consumer/members' allocated capital credits are repaid only 
when the Board of Directors of the cooperative determine that the finan­
cial condition of the organization is sufficient t~ allow the retirement 

. of this capital •. The Rural Electrification Administration, throug~ its 

Mail Address: P .0. Box 308, Cedar Vale, Kansas 67024 • Telephone: Area Cod~ 316 758-2262 
? ? ~:.~ ... ._ 
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c~~ be retired based upon speci~i~ ~inancial ratios. 
~.:..~~'':~':.: :():::;:er~':i·:es. a ~·:)·/e!·:-:me~': ;:ower con':rac': ::.a~; r'e;:r'eser.: i~.s 
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.sLct a loa~ .cu.s:omerj could ~e jevasta':ing. 

If the proposed rule is accepted in the final rule that is issued, all 
rural electric cooperatives will. be able to provide electric servi·ce to 
government agencies. The cost to provide electricity under these rules 
will be greater for the reasons I have mentioned earlier. In our present 
regulated environment, these additional ·costs will have to be borne by 
the customer classific.ation responsible for thes.e costs. Your rates will 
be increased to cover the costs associated ·with complying with Y.our rules. 

I understand that the FAR rules were designed to protect the t.ax payer 
and provide equal access for small vendors to government contracts. These 
rules, as proposed, will not meet either goal. 

9rly~ 
John Sheppard 
Manager 

JS:kc 

• • 



EAJT CEnTRAL OKLA~OmA {IJ-/9 Jfl 
ELECTRIC COOPERATIVE, InC. 
Drawer 1178 Okmulgee, Oklahoma 74447 \918) 756-0833 

BILL HOLCOMB 
Manager 

General Services Administration 
FAR Secretariat CVRS) 
Room 4041 
lSth and F Streets, Northwest 
Washington, D. C. 20405 

To Whom It May Concern: 

Re: FAR Case 91-13 

We wish to comment· on the proposed rule dealing with Federal 
Acquisition Regulations, FAR Case 91-13, specifically Section 
41.007(j) regard~ng contracts between Federal facilities and 
cooperative uti1iti~s. 

In. Section 52.241-13, Capital Credits, part (a), we agree with the 
Government .. s stateme.nt that it is entitled to capital credits, as is 
any other member, when the payment of those capital credits is 
consistent with the Bylaws of the Cooperative. However, there are 
statements made in parts (b), (c) and (d) that are inconsistent with 
East Central E1ectric~s Bylaws. 

In paragraph (b) the requirement that the Contracting Officer be 
notified in writing of accrued credits within 60 days of the close 
of the Cooperative·s fiscal year is unreasonable. Capital credits 
cannot be allocated to our consumers until an audit by an 
·independent auditing firm has been completed. Under REA regulations 
our auditors have 90 days to perform an audit. It is unlikely that 
we could get an audit performed and then make our capital credit 
allocation·within 60 days after the close of the fiscal year. Also, 
paragraph (b) provides that the Cooperative shall state the amount 
of capital credits to be paid to the Government and the date the 
p~yment is to be made. The decision as to whether or not to make a 
capital credit payment.is made by our Board of Directors on an 
annual basis, based upon a determination by the Board as to whether 
or not the paYment of capital credits can be made without the 
impairment of the Cooperative~s financial condition. This decision 
is partly based upon the auditor~s report, which, a·s stated earlier, 
cannot be made within your 60 day time ·frame. 

DONALD A. SIAN 
Praideat 

LUTHER SHOEMAKE 
~lceePraldent 

J.B.CUMBIY 
Sec'y·TNM. 

HOWARD SIZIMORI 
AMt. Sec'y·TNM. 

DAVID I. COWAN 
Mnlber 

. RAYMOND PAUL 
Malbu 

JUL 2 2 199\ 

BA$1L MYERS 
Member 

K.D. BAIU:Y 
Attomey 
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With regard to part (c), capital credit payments are made to our 
members on the basis of the Bo•rd of Director·s determination of 
whether or not capital credit payments can be made without impairing 
the .financial condition of the Coop~rative, not upon the termination 
or expiration of·a particular contract -with a particular member. 

Concerning part {d), payment of capital credits is made in the name 
of the member.and cannot be transferred. It is therefore not 
possible for us to make capitai cred.it payments payable to the 
Treasurer- of the United States unless the ·energy account is carried 
in the name of the Treasurer of the United States. Also, East 
Central Electric has been in business for 53 years and has issued 
thousands of capital credit checks. We therefore feel the 
requirement that 'payment be made by certified check is unreasonable. 

FS:cs 

Sinc~rely 
. .-··· . ., 

7~c·4~ 
FRED J. SMITH, Director 
Accounting and Finance Department 



ELECTRIC C 0 0 P E R.A T IV E, INC. 

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

July 16, 1991 

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

Gentlemen: 

We are concerned about the proposed changes to 56 Federal Register 23982, 
·Section 41.007(J), 52.241-13 Capital Credits. 

Most of the proposed wording in 52.241-13 would have to be changed to 
comply with our Capital Credit Plan as provided in the bylaws. Perhaps 
sufficient change in wording could be made under 41.007(a) on a 
"substantially the same ·as" basis if a liberal interpretation were given. 

Since any agreement regarding Capital Credits would necess.arily have to 
·comply with our bylaws, we suggest 52.241-13 be changed to read as follows: 

"52.241-13 Capital Credits 

(a) 

(b) 
(c) 
(d) 

The Government 

allocations and 
members. 
Delete 
Delete 
Delete 11 

is a member of the (cooperative name) 
and as such, will be entitled to Capital Credit 
refunds as provided for in the bylaws for all 

Thanks for the opportunity to comment and for your consideration. 

WJP:nc 

Very truly yours, 

//~-J~r-. .,/ 
/¢~·· 
. General Manager 

Jtn. 2 2 
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-~ Edgecombe-Martin County · 
. Electric 1\'lembership Corporation 
· P.O. Box 188 • Tarboro, ~orth Carolina 27886 
. 1Ji9-H23-2171 1-H00-"45-~86 . 

July 16. 1991 

General Services Administration 
FAR Secretary (VRS) 
18th & F Streets, Room 4041 
Washington, DC . 20405 

Re: FAR Case 91-13 

Dear Sirs: 

We are in receipt of Volume 56, No. 101 of.The Federal Register of 
Hay 24, 1991, in which Proposed Rules ·are published proposing 
changes in utility contracts. · We find the ·following points highly 
objectionable for the reason stated. · 

52.241-6 (b) A~nual m~ter tests, particularly for small electric 
services places an· undue burden on small utilities 
·if this is not their normal practice.· Electric 
meter~ ara highly dependable and the expen•e at this 
interval is unwarranted. 

52.241-5(d.2) .Suspension of the contract miniawa charge, which in 
the case of most rural electric cooperatives is 
designed to recover ownership costs of specifically 
provided facilities t shifts this cost unfairly to 
other membe~s of the cooperative. 

52.241-5(b) 

52.241-5(c) 

Cooperatives cannot assign capital credfts until 
t·he~r ·independent audit is complete. Additional 
time is us~ally required to schedule the process 
w1 th the data processing contractor. T.hese items 
can cause a lag .of approximately six months before 
the assignment is available. 

To be required to notify the Contracting officer 
outside of· normal channels (usually via a blanket 
mailing) will require an additional financial burden 
on the cooperative and consequently other members. 

'S 

To our knowledge no rura~ electric cooperative makes 
a refund of capital credits upon termination of 
service·, These funds are .. invested in capital 
projects. It is usually aany years after service is 
received that capital credits are retired by action 
of the Board of Directors. 

JUL .2 2 1991 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

. Washington, D.C. 20405 

RE: FAR Case 91-13 

Ladies and Geqtl~men, 

Cft-rs-s& 

I am offerring my comments on the above referenced proposed rule. 
I take exception specifically to 52.241-13 Capital Credits, 
paragraphs B and c. 

We allocate capital credits on an annual basis and notify our 
customers .. ill. April of their previous year's capital credit 
allocation. It would be impossible for us to allocate capital to 
the United States Government on a fiscal year basis. It would also 
be very inappropriate to make payment of all capital credits to the 
government at the time of termination. or expiration of any 
contract. Equity capital is retained by the Cooperative to finance 

·plant additions and replacements and it would be unfair and .in 
violation of our by-laws if we were to pay out the capital credits· 
to the government before they were scheduled to be ·paid out to the 
rest of the membership. I encourage you to change your rule. It 
would give the government special privileges that the reat of our 
customers do not enjoy. 

Thank you for your consideration of my comments. 

Yours truly, 

R~i!l)(~ 
Ronnie M. Kennedy 
Manager 

RMK/kml 



Sheyenne Valley Electric Cooperative, Inc. 

July 17, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Street N. w. 
Room # 4041 
Washington, D. c. 2b405 

Dear Sirs, 

I am writing to express my disappointment in your proposed rule 
regarding capital credits in FAR case # 91-13 with relation to 
our government electrical loads. 

We presently ar$ ver~ proud of a 15 year capital credit rotation 
program with the retJ.rement of 1976 being mailed out in the mail 
this Friday. · The pro<1ram is subject to the approval of the Rural 
Electrification AdminJ.stration however on a year to year basis 
due to_our 21% equity level. The specific plan is certainly not 
identified in the bylaws as you are assuming in the proposed 
rule. 

The second problem is that you are creatinq a bookkeepinq 
nightmare. The requirement that the·capital credits be paid at 
the time of the contract termination is not fair to the rest of 
the membership~ Our only provision for retirement before the 15 
rear plan, if REA continues to approve it which is questionable, 
1s to settle estates after the.death of both spouses. Why should 
the government get their retirement early when the rest of the 
membership ·has to wait? 

The last concern I have is for cash flow. Since the United Sta·tes 
Air Force missile facilities makes up ap~roximately 16% of our 
revenue base, early retirement would be 1mpossible. 

Sincerely, 

SHEYENNE VALLEY ELECTRIC COOP.,INC. 

~~a~~n-.1 
Bruce R.Carlson ~~ 
Manaqer 

"We Put Value On The Line" 
JUL 2 2. 1991 
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CHQNE 605t8"74-2~ ,, 

General Services Administration 
FAR. Secreta.riat (VRS) 
18th and F Streets Nw Room 4041 
Washington, DC 20405 

Re: FAR Case 91-13 

H-D Electric Cooperative appreciates the opportunity to com­
ment on the proposed rule change tnat was published in the 
Federal Register on ·Friday, May 24, 1991 in regard to capital 
credit retirement between cooperative and federal entities. 

section 52.241-13, Paragraph B states that within 60 days of 
the close ot the contractor's fiscal year, the contracting 
officer shall be notified of the amount of capital credits to 
be allocated and the time of payment. our· allocation of 
capital credits is made. after the audit has been performed 
for· that particular year. This audit does not occur until 
April, with the final results made available in May or June, 
therefore it is not in keeping with our policy to in this 
short a period. · 

By the same token, the date of when the payment will be made 
in regard to these capital credits, cannot be· specified. De­
termination of capital credit retirement is a decision of the 
Board ~f Directors, made on an annual basis, based on the fi­
nancial condition at that time, if it is deemed that it will 
not hinder the operations of the cooperative. Capital credit 
retirements are made providing the conditions are met regard­
ing the mortgage agreements with the Rural Electrification 
Administration or upon special approval from this organiza­
tion. For this reason, a specific date cannot be made. 

The by-laws also state that any such retirements shall ·be 
made in order of priority according to the year in which the 
capital is furnished an4 credited, capital first received by 
the cooperative, being the first ~etired. Paragraph C under 
the same headinq also states that upon termination of the 
contract, the unpaid capital credits that have been applied 
shall be paid. Ag~in, under the present by-laws of the co­
operative, expiration of a contract does not permit the re­
tirement of the unpaid capital at termination. Capital is 
only retired under the rotation that is being exercised at 
this time, however it does al~ow·for a transfer of the ac­
count to some other contract. 

Jt.;L 2 2 1991 
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General Services Administration 
FAR Secretariat (vRS) 

Page two 

The adoption of tbese rules, 
found effe~t on the present 
allocation and retirement 
reason, we urge you consider 
this section. 

as submitted, would have a pro­
a·ccounting system in regard to 
of capital credits. For this 
this in adopting rules regarding 

Again, we thank you for the opportunity to provide input on 
the proposed change. 

Sincerely, 
/ 

H-D ELECTRIC CO.QPERATIVE., INC. 
1/ // 

6
. /, .... :,;7 
--~ 

Gary cr me~ . 
Manager 

GC:ga 
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General Service Administration 
FAR Secretariat (VRS) 
18th and F Streets NW 
Room 4041 
Washington, D.C. 20405 

Re: FAR Case 91-13 

Ladies and Gentlemen: 

Har•• L 8tf!""'' 
fl. '""an 'i tt'!"l1•'" .. •: 

Rt'f''"<.! ?Jr:'l,.•· 

(j Srantt'. 1. • •. ·u: 
J9r'·IYI,.! 

Chari's D. Olms"d 
191$-1991 

We represent the New Mexico Electric Cooperatives (NMEC), on behalf of which 
we submit commentS puriuant to 56 Fed. Reg. 23982. 

The NMEC is a nonprofit corporation representing the views of New Mexico rural 
electric cooperatives, serving their consumer-owners located over 80% of the State 
and comprising approximately 25% of its population. The N~C memb~rs are the 
following non-profit membership corporations owned and operated by and for the 
benefit of thier consumers: Central New Mexico Electric Cooperative, Inc.; Central 
Valley Electric Cooperative, Inc.; Columbus Electric Cooperative, Inc.; Continental 
Divide Electric Cooperative.; Fanners Electric Cooperative, Inc.; Jemez Mountains 
Electric Cooperative, Inc.; Kit Carson Electric Cooperative, Inc.; Lea County 
Electric Cooperative, Inc.; Otero County Electric Cooperative, Inc.; Plains Electric 
Generation and Transmission Cooperative, Inc.; Sierra Electric Cooperative, Inc.; 
Socorro Electric Cooperative.; Southwestern Electric Cooperative, Inc~;· and 
Springer Electric Cooperatiye, Inc. 

The NMEC is governed by a Board of Directors elected by the membership, each 
director being a manager or member of. the Board of Trustees of a cooperative 
member. Each cooperative member is governed by a Board of Trustees elected by 
the consumer-owners, each trustee being a consumer-owner. Each consumer-owner, 
regardless of size or type of seiVice, is entitled to one vote in electing trustees and 
passing upon other business at members' meetings, which are held within each 
cooperative at least annually. The NM]::C, through representational. democracy, is 
the oldest and largest utility consumer organization withm the State of New Mexico . .. 
Each NMEC member is an electric public utility subject to the general supervision of 
the New Mexico Public Service Commission (NMPSC), except Plains which furnishes 
wholesale electric power and energy to its utility-members for resale and is subject to 
limited regulation by the NMPSC With respect to its wholesale seiVice to its utili~­
members, pursuant to the New Mexico Public Utility Act (PUA), NMSA 1978, 
Section 62-3-l·et seq. 

JUt 2 2 1991 
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members. pursuant to the New Ylexko Public utility Act (PCA), ~NlSA 1 Yi8. 
Section 62-3-1 er seq. 

Each \"\lEC member is organized under the New YleXico · Rural Electric 
Coopcratrivc A~t. NMSA 1978. Section 65-15-1. er seq., which sets forth provisions 
governing patronage capital refunds and the adoption, amendment and repeal of 
bylaws, which are binding-upon members fKin~ v. Farmers Elec. Coop., 56 N.M. 552, 
246 P.2d 1041 (1952)). . 

Each NMEC member is primarily financed with lc;lans by ·or guaranteed bv the 
United States of America, acting through the Administrator· of the Rural 
Electrification Administration (REA). The bylaws adopted by the members 
generally follow the model bylaws pron1ulgated by the REA, mcluding provision that, · 
in order to induce patronage and assure that a cooperative Will op·erate on ·a 
nonprofit basis, the cooperative must account on a patronage basis to all its members 
for amounts received and receivable from the furnishing of utility service in excess of 
costs and expenses, such margins being received upon the understanding that they 
are furnished by the members as capital and that the cooperative is obligated to pay 
the. margins by credits to a member's capital account. The model bylaws provide that 
pa~ronage capital credited. is to be properly recorded and reported to a member 
within a reasonable time after the close of the cooperative's fiscal year, the amounts 
so credited having the same status as though they had been paid to the member in 
cash in pursuant to a legal obligation to do so and the ~ember had then furnished 
the cooperative corresponding· amou.nts for ·capital. Prior to dissolution or 
liquidation of the cooperative, outstanding capital credits, are, according to bylaws, 
to be returned in order of priority according to the year in which the capital was 
furnished and credited and, with respect to patronage capital credited in. more recent 
years in the case· of most cooperatives, in the order the Board of Trustees 
determines, except most bylaws allow for an out-of-order retirement in event of 
request for a deceased person's estate, but only in event the Board of Trustees first 
determines ~hat the firiancial condition of the cooperative will not be impaired 
thereby and restrictions upon retirements contained in the mortgage (which covers 
all assets which the cooperative may have to access in order to retire patronage 
capital), of which REA is the author and under which the United States is the 
pnncipal mortgagee, are first met. · 

Most NMEC members provide service to Federal installations and, generally; 
NMEC members have limited equity and restricted liquidity available for patronage 
capital retirements~ In most cases, NMEC members are retiring capital credits 15 to 
20 years after the member's account was credited, because of mortgage restrictions 
and the cpoperatives'_ financial conditions. 

With this background, we comment with respect to certain of the proposed 
.regulations, our Tack of comment concerning the remaining portions not intended to 
be either acceptance or rejection. 

~ 

41.004-l~a) This should be revised to exclude the use of clauses othetwise required 
by 41.00 when the rate or terms of service are. fixed or adjusted by a regulatory 
body. If this change is not made and agencies attempt to procure utility serVices 
under terms and conditions contrary to state regulatio~ the utility will most likely 
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hav~ to d~cline s~I"\'k~ until the r~gulatory body accedes to the OS . ..\ or grants a 
variance. if a varian~:e is obtainable under state law. In many cases, the F~der:.1l 
a''cndes would be therebv Jisadvanta~ed. Further. failure to re'-=ognize stat~ law 
when incun!)ist~nt with the re4uireJ '"'clauses would violat~ S~ction 8UY3 of the 
Department of Defense Appropriations Ac_t of 1988, Public Law 100-202. 

52.241-1 The PUA, like simuliar laws in other states, requires utilities to adhere to its 
filed schedules, NMSA 1978, Section 62-~5, and not to unreasonable discrimination 
between consumers, NMSA 1978, Section 62-8-6. Therefore, having the contract 
control in case of inconsistency violates state law. · 

50.241-2 (d) The last sentence may be inconsistent with rates filed with the NMPSC, 
so should be omitted or conditioned to be applicable if consistent with applicable law 
and regulations and filed rates schedules. -

50.241-4 (d) The last sentence is contrary to state law and, in most cases, filed 
schedules and, further, would unlawfully deny the cooperative of its property without 
compensation and due process. 

52.241-5 Applicable NMPSC regulations and filed schedules _already cover the 
subject matter. ·The proposed regulationS should apply only if not inconsistent with 
applicable law and regulations and filed schedules. 

52.241-8 and 52.241-9 To avoid conflict with filed schedul~s, customarily being 
extension policy in the form of a service rule, the required .clause should be included 
only when not inconsistent. 

52.241-13 As ~~tated supra, the bylaws already l?rovide for (~) and for reporting 
credits to a member seasonably. The 60 day penod set forth m (b) may often not 
provide sufficient reponing time for cooperatives, and shoUld be 120 days instead. A 
cooperative will generally be unable to state when capital credits will be retired, 
because the rotation period changes and, at the time of retire.ment, the Board of 
Trustees must first make a financial determination of non-impairment and mortgage 
conditions must first be met. · 

The out-of-order· retirement provided for in (c) is contrary to the bylaws. and,. due to 
the meager equity capitalizanon and limited liquidity, could cause severe hardship to 
a cooperative. Especially when other members ·demand and may be granted· equal 
treatment when s~rvice is discontinued, the REA p~ose may be frustrated, the · 
ability of the cooperative to repay REA-loans or REA-guaranted loans could be · 
threatened, the corporate existence ·could be at stake and. the extent and quality of 
service may be necessarily curtailed. Because state law often recognizes a member's 
patronage capital interest as a property right and, at least arguable, until retirement 
occurs in accordance with the bylaws the cooperative may have a property right to 
use the capital provided by a member· (as recdgnized by the bylaws), forced early 
retirement may also contravene the Filth Amendment .to the Constitution of the 
United States. 
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The requirement of payment to the United States of capital credits by cenified check 
is unnecessary . and only serves to disadvantage the remaining ratepaying members: 
it should b~ dc~~tcd. 

Individual members of the Ntv1EC and the National Rural Electric Cooperative 
Association may submit additional comments, with which the NMEC generally 
concurs. 

Thank you for your consideration. 

RNC:stg 



Sangre De Cristo Electric . .\ssociation, Inc .. 

>-,,, '·):-~~ H:-'r.'.\J\ :..+. P 0. g, .. , :· ·L~ 
Bu~na V1sta. CO Sl2i 1 
Telephone: (719l395-2412 
F ~X: (~19\ 395-8"!41 

July 17, 1991 · 

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

RE: FAR Case 91-13 
Ladies & Gentlemen: 

These comments·are in response to a May 24, 1991 Federal Register Notice 
of Proposed Rulemaking, Section 52.241-13, Capital Credits • 

. Sangre De Cristo Electric Association is an electric distribution cooperative 
serving about 6,000 consumers in tive counties of Colorado, including some 
federal government accounts. 

Our concerns about the proposed rule are in regards to paragraphs (b), 
(c), and (d), as· follow: 

(b) 

• 

Within 60 days after the close at 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 capital credits by contract number, year, and 
delivery point. Also, the Contr.actor shall state the amount 
of capital credits to be paid to the Government and the date 
the payment is to be made. 

Our normal procedure is to notify our consumers within 90 
to 120 days following the end of the year of their capital 
credit al.location for the previous year. Shortening the 
notification period to 60 days would. place an undue burden 
on us. 
Each consumer is issued a member (capital credit) number, 
and the capital credits are combined in one amount for notifi­
cation purposes, regardless of how many de 1 i v·ery points a 
consumer might have during the year. It would be unjustifiably 
costly to reprogram our data processing equipment to accrue 
and accumulate the capital CJ'edits by delivery point • 

--- We are a borrower from the Rural Electrification Administration 
{REA), which is an agency of~he federal government. Our 
mortgage with the· REA-contains ·certain restrictions on how 
and w·hen we can pay capi_ta 1 credits. These restrictions 
make it impossible to state a date certain when the capital 
credits can be paid.· 

J.L 2 2 1991 
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Our capital credit notices each year are accumulative; that is, 
they show a previous balance, the current year's allocation, and 
the current balance. To itemize the allocations by year would, 
again, result in costly reprogramming charges, and serve no purpose. 

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

--- As mentioned above, our mortgage with REA restricts the amount 
of capital credits we can refund, based upon criteria set forth 
by REA. In addition, our bylaws outline the procedures -by which 
capital credits may be refunded.. Our bylaws dictate that the 
refunds must be made on a first-iri/first~out (FIFO) or an equal 
percentage basis. We cannot discriminate .by refunding capital 
credits to the federal government in any amount disproportionate 
to refunds to our other consumers. 

(d) Payment of capital credits will be made by certified check, payable 
to the Treas-urer o·f 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 a 11 capita 1 credits accru·ed. 

When refund checks are issued, they indicat~ for which period 
of time the accrued refund is being made. To identify the refund 
by contract number would again be unjustifiably costly. · 

In summary, this proposed rule will create major changes in our accounting system. 
I_~o not fael that the cost tif these changes is justifiable, and the cost will 
have to beborn by all of our consumers. The proposed rule is also discriminatory, 
in that it requires refunding capital credits to federal agencies out of the 
normal order of retirements. 

Please contact me if you have any questions regarding our position in this matte-r. 

RJS/aj 

cc: Bob Bergland, General Manager, NRECA 
Ray Clifton, CREA _ 

Sincerely, 



ORCAS POWER & LIGHT COMPANY 

Jul.y 17, 1991 

\ f..lln Ofti.:c: P. 0. Box Is-. Ea!oitsound. \\'A 98145-0187 
Tckrtwnc: r ::06) 3-6-:::51 

General Se~vices Administration 
FAR Secretariat (VRS) 
18th and F Streets .N.W., Room 4041 
washington D.C •. 20405 

Re: FAR case 91-13 

Gentlemen: 

We have reviewed your proposed rules on the acquisition of 
utility services as proposed under FAR Case 91-13. We do not 
find these proposed rules to be reasonable nor is it possible for 
us to oper~te under their requirements. We offer the following 
specific comments: 

1. Section 52.24-13 (a) While· our bylaws provide for the han­
dling of capital credits, the determination of the method 
and time for payments is specifically reserved for the Board 
of Directors. The only obligation of our cooperative to pay 
capital credits is when "the financial condition of the 
cooperative will not be adversely affected". 

2. Section 52.24-13 (b) It is not possible for our·cooperative, 
nor others of which I am aware, to provide for patronage 
capital notice of allocat'ion within 60 days of the close of 
the fiscal year. In most years our audit is not complete by 
that time. The earliest date by which we could guarantee 
the patronage capital allocated is June 1st. The form of 
notification of capital credits for the qovernment will.be 
the same as for the other members of our cooperative. It is 
not possible for us to indicate the.information you request 
on our patronage capital notice form. As a practical mat­
ter, our patronage capital system combin·es the information 
from all accounts into a summary for each individual member. 
Thus, 'information relating to a specific account is lost. 

'* 
Since the determination of when to.pay capital credits is 
reserved to the Board of Directors, it is not possible to 
specify the date when payment of the allocated capital 

\.1t 1l 2 2 1991 
A MEMBER OWNED ELECTRIC COOPERATIVE SERVING THE SAN JUAN ISLANDS 
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credits will be made. Many cooperatives use a 20 year rota­
tion cycle. I don't believe that it is possible or reason­
able to expect a Board of Directors to commit to a date 20 
years ··-rn the future ~or the return of patronage capital. 
The Board of Directors of Orcas Power and Light Company is 
not returning patronage capital at this time because the 
financial condition of our cooperative would be adversely. 
affected. · 

In December of 1990 our system~as struck by two devastating 
storms which, together, cost nearly $1,000,000 to repair. 
The Board has determined that the first priority of our 
cooperative is to financially recover from the impact of 
these storms. These s.torms could ·not have been anticipated 
20 years ago. 

3. Section 52~241-lJ(c) It would not be possible for our coop­
erative to ·pay capital credits to the government when ser­
vice is terminated. It is necessary that the government be 
treated in the same manner as the other members of our 
cooperative. We would not be willing to discriminate 
against the other members of our cooperative by making early 
payments of capital credits to the government. 

4. Section 52.241~13(d) As indicated under Section (b), it is 
not possible for our patronage capital checks to indicate a 
specific account or contract number that patronage capital 
was accrued under. The amount of paper work invoived in 
keeping track of this would far exceed any benefit to our 
members. As a cooperative, if we offered this service to 
the government we would be required to offer it to our other 
members. This would necessitate a complete overhaul of our 
patronage capital system which would be an expensive project 
for our cooperative to undertake. 

In general, I find the proposed rules require our cooperative to 
treat the qover.nment different than the ·remaining members of our 
cooperative. Notwithstanding an obligation to serve, we would 
got serve a member who came in and demanded these kind of rules. 
our cooperative has a set of bylaws, approved by the members, a 
duly constituted Board of Directors, and a reasonable set of 
operating policies. These policies are applied consistently to 
all of our members and I don't feel that it is in our coopera­
tives best interests or our members best interests to have a 
separate set of rules that applies to one specific member. If 
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yo~ desire service from our cooperative, the government,_ as any 
other member must agree to abide by the rules and regulations of 
our cooperative. Membership in our. cooperative is not mandatory 
unless you wish to purchase power from us. Those that do want to 
purchase power from us must agree to be bound by the coopera­
tive's bylaws, rules and regulations. This applies to the.United 
·States government as it applies to any other ~ntity seeking 
service from us •. 

Sincerely, 

....... --~ . ,,< .'"-~--
w. Dougfas Bechtel 

· General Manager 

WDB/cm 



Corn Belt Electric 
Cooperative In~. 
:·I I B.· .. '; /1 

Hl·'•'llll::~:,'n. llilrh'l' nl-tl:-tlSih 
L·!~.·rh,·n~· ~--~ilYI ~n.:-~~~n 

July 17, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Washington, DC 2040'S 

Dear Sir: 

Re: FAR Case 91-13 

Please be advised that Corn Belt Electric Cooperative is opposed 
to the language in section 41.007(j) of (56 Federal Register 
23982.) we find paragraphs (b) and (c) particularly troublesome 
for the following re·asons: 

1. To ·pay unpaid capital credits upon terminatio~ or expiration 
of the GSA contract would be discriminatory to one 
·particular segment of our memb~rship. This would give 
priority of paying capital credits to one class of our 
memb~rship, which is against our by-laws. 

2. There is no guarantee t~at the cooperative would be in a 
financial position to pay capital credits at the t±me of 
termination of the contract. Disasters, such as ice stor.ms, 
could rid the cooperative of its cash reserves. 

3. The cooperative has a binding contract with GSA which states 
that GSA is a member of the cooperative being bound by the 
by-laws of the cooperative. The by-laws do not provide for 
individual member priority for payments of capital credits. 

For these reasons we are opposed to ·the above mentioned proposed 
rule. 

Sincerely yours., 

CORN BELT ELECTRIC COOPERATrvE INC. 

~-0~~ 
Y. D. Reeves 
Manager 

/dl 
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General Services Administration 
FAR Secretariat (VRS) 

July 17, 1991 

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

Subject: FAR 91-13 - Acquisition of Utility Services 

The proposed rule changes by General Services Administration on the 
acquisition of services from utilities (56 Federal Register ·23982) are 
discriminatory in favor of the federal government over all other 
cooperative members. 

-
The main problems lie in section 41.007 ( j-), referencing paragraphs 

(b) and (c) of subpart 52~~41-13. Paragraph (a) sums up everything that 
needs to be stated addressing capital credits to all members of a Rural 
Electric Cooperative. 

Complying with the provisions of paragraph (b) pertaining to the 60 
days notice would:cause timing problems for all cooperatives. The 
delivery of notification of capital credits is normally covered by by-law· 
provisions already voted upon by t~e Membership. The date that payment of 
capital credits will be made cannot be determined at th-at time. Payment 
date is restricted and controlled by REA mortgage provisions and · 
Membership controlled By-laws. 

Paragraph (c)· cannot be complied with by the cooperative without 
treating the Federal Government in a very favorable way over all other· 
members. It would open up the cooperative to litigation. Premature 
retirements would adversely affect the Cooperative's financial 
condition even to the point of defaulting on some loan requirements. 

Very simply put, the conditions proposed are asking for preferential 
treatment. Payment of capital credits must be made in the ~ame manner to 
each and every member. 

Y-W requests that the proposals be reviewed and that paragraphs 
(b) and (c), be deleted from the proposed revisions. 

Sincerely, 
~ectric Association, 

D~.~"Z. 
~neral Manager · 

Inc. 

CC: Bob Bergland, General Manager-NRECA 

Jlll 2 2 ~?·3\ 



Crawford Electric 
Cooperative, Inc. 
Post Office Box 10 
Bourbon. Missouri 65441 
Telephone: (314) 732-4415 

July 17, 1991 

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

RE: FAR Case 91-13 

Gentlemen: 

The proposed rules as published by General Services 
Administration for services from utilities (56 Federal Regis~er 
23982) Section 41.007(J)~ places a burden on Crawford Electric 
Cooperative which it cannot com~ly with for the following 
reasons: 

1) by mortgage agreement Crawford Electric can not retire 
more than 25% of prior years margin without prior R.E.A. 
approval. 

2) ·the Cooperativ~ bylaws provide that capital credits shall 
be refunded only after the Board of Directors has determined 
that the financial condition will not be impaired. Th~ 

bylaws do not speci~ the method or time of payment. For 
a bylaw to change this provision would require revision of .. 
the other sections of the bylaws an9 would have to have been 
done by a vote of the entire membership. 

3) ic would be impossible for the Cooperative to notify 
~ithin tne 66 ~ay time frame as puclished because the prier 

2 2 iSSl 



years margin is not determined until after the 
books have been audited. 

If, for no other reason, the proposed rules are unreasonable and 
without merit. 

Sincerely, 

-~ti;;L--
Larry B. Austin 
Manage.r 

LBA:bw 

cc: Michael Oldak 
N.R.E.C.A Regulatory Counsel 



J-7 District Office . 
P: ... :e -~ Sox 7692 
Rcac-- '} ssour· 65787 
'T'eteorc"'e 3~..!; 347-2760 

July 17, 1991 

Main Office 
PO. Box 150 
Boltvar. M1ssour1 65813 
Telepnone t4, 7) 326-5244 . 

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

Dear Director: 

!/l-IS-~~ 
COOPERATI\:E 

Preston District Office 
Route 1. Box 144 
Preston. Mtssour1 65732 
Telephone: (-l17) 722-4~91 

In reference to FAR Case 91-13, two sections, b and c, are 
potentially devastating for rural electric cooperatives. 

southwest Electric currently refunds capital credits on a 
rotating basis which is determined ftom a thorough review of the 
cooperative's financial. position. Using this review process, it 
is impossible to determine at what time future capital credits 
will be refunded. 

Furthermore,: making such determinations could prove detrimental 
to sound accounting practices. 

on behalf· of Sou~hwest Electric, I respectfully request that the 
language in sections b and c of 52.241-13 Capital Credits be 
deleted because of the ·potential harm to rural electric 
cooperatives nationwide. 

erely, 

-

JUL 2 2 1991 



Harmon Electric As~_9.~:iation, Inc. 
Prone (405) 688~3342 114 North FirsL . 

Jul~i 17, 1991 

General Services Administration 
FAR Secretarist ( VRS) 
18th and F Street, N. "~. 
Roan 4041 
Washin9't0n, D. C.· 20405 

Re: FAR case 91-13 

Gentlemen: 

Hollis, Oklahoma 73550 
Dw,ghc Bowen. Manager 

In response to the proposed rule on the Acquisition of Utility Services, 
we anticipate a riumber of problems if section 52.241-1~ capital Credits 
of the proposed rule is adOpted. Part (b) of this section 'NOuld place 
requirements upon capital credit allocations that are inconSistent with 
cooperative bylaws and produce ·limitationS ·upon CPA audit time periods. 
Also, exact dates for payment of capital ·credits ~d not be possible 
due to equitY.. level requirements, cash requirements, and RFA approval 
needed to make capital credit retirements. . Part (c) again is inconsis­
tent with cooperative bylaws as capital credits ax-e retired on a first-in 
first-out basis. 'lhis section would give preferi'L~ treatment to a 
specific member. Part (d) ~d require special treatment of a capital 
credit retirement by not allowing payment to be made on general retire­
ment checks as all other capital credit retirements. 

Addition of these clauses to contracts would create a profound effect 
on the accxnmting systems of electric cooperativeS and also cause the 
·need to amend bylaws of the cooperative as they currently exist. Please 
CX)nsider these problems before adoption of Section 52.241..;.13 capital 
Credits in FAR case 91-13. 

(\~erel~ 
tj~ -·~ 

Dwight Bowen 
General Manager 

JUL 2 2 ~~,, 
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Moreau-Grand Electric Cooperative, Inc. 

Phone 865-3511 (local) 

P.O. Box 8 
Timber Lake, SD 57656 

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

Gentlemen: 

RE: 56 Federal Register 23982 - FAR Case 91-13 

Toll Ftee1-800-952-3158 

.I have read this proposed rule and find parts of it particularly troublesome 
and I am, therefore, strongly objecting to them. 

One of your proposed rules states that within 60 days after the ciose of our 
fiscal year, we will furnish the government with a notice of the amotmt of their 
capital credits earned during the i.Dmediate past year. We prefer to wait until 
such time as we have our ~ual audit performed so that the allocations do not 
have to be adjusted. We would need 120 days to get this accomplished. 

You are also ~sking that we furnish you with a statement telling you when the 
payment for capital credits will be made. This is a decision made by our· Board 
of Directors on an armual basis and nrust be based on sound management principles. 
In addition, the Rural Electrification Administration imposes certain limiting 
factors pertaining to the payment of capital credits. 

Another troublesome area is the statement that upon termination or expiration 
of a contract, unless the government directs that unpaid capital credits are to 
be applied to another contract, the cooperative shall make payment to the govern~ 
ment for the unpaid capital credits. That would, in effect, be giving the govern­
ment preferred treatment in relation. to the rest of our customers. Ihat is not 
permitted by our bylaws. It also violates what·we would view as fairplay. 

We also object to billing arry meters conjunctively. We are more than happy to 
provide the govemnent with the electrical service they need. If you want more 
than one meter installed at a location, we'll install it but we won't bill them 
conjunctively. This is not available to the rest of our custaners and we should 
not have to make a special exception for the gQvernment. 

If it appears that there is a problem. with a meter, we· will .have it tested at· 
your reqeust. If the meter tests within the limits allowed by state law, we 
would expect you to pay the costs associated with the meter test. However, if 
the meter does. not test within ·these limits, we will pay the costs associated 
with the meter test and we will adjust ·your bill accordingly. I think this is 
a more fair way to handle meter tests than your proposal. 
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He do sen·e several government installations and we sincerely appreciate the 
zovernments' business. Ho,v-ever, w-e ·must· resist anv effort to give the gover:1r.1ent 
preferential treatr.1ent over the rest of our custofTlers. 

·Thank yo~ for your consideration in this matter. 

Sincerely, ---::::--

MOREAU-GRAND ELECTRIC COOPERAT~, INC. 

Bart Birkeland, ~1anager 

BB/sas 

• 



Hunt-Collin Electric Cooperative, Inc. 
POST OFFICE BOX 4281 HWY 69 SOUTH I CELESTE. TEXAS 754~3 

TELEPHONE C903> 455-55 l 5 l (800> 545-45.1 3 

July 17, 1991 

General services Administration 
PAR secretariat (VRS) 
18th and ~ streets, BW, Room 4041 
washinqton, DC 20405 

RE: PAR Case 91-13 

·To Whoa It May_'Concern: 

The proposed addition by GSA to all contracts between Federal 
facilities and cooperative utilities as outlined ·in FAR section 
41.007(j), paraqraph 52.241-13 of the al:»ove referenced Federal 
AcquisitioD Requlations are inconsistent with our cooperative's 
Bylaws •Dd would be detriaeDtal to all our a8mbership. 

Bunt-Collin c&DDot support the proposed chaDqes to Federal 
Acquisition Requlations. 

Sin~iely, 

([(j//(Gi )-> ~) •1~ v£ 
B. H. WOJIIDUlCk 
Executive Vice President 

mnr:ma 

JUL .... ""' '09\ :.. t.. I .... 



~-:0 Kandiyohi Co-op Electric 
··". "'·~.' .·: . ! Po"·er .-\.ssociation 

! . ~ i i H ·,, :· - i '- E . 
Willmar. \1innesota 56:01-~l'·H~ 
T.:k·l"h•%~ .nl:• ::~-..ll:':' 

July 17, 1991 

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

RE: FAR Case 91-13 

May I respectively . recall the grass roots portion of the Rural 
Electrification Act. Rural electric cooperatives-were formed to provide 
electric service to rural communities because other utilities felt this 
was not econom~cally feasible. 

When our local, .Cooperative was formed, the only equity we had were the 
membership fees. · All financ~ng was . done through the Rural 
Electrification Aqministration (REA) .. The capital credits earned had to 
be retai~ed in order to meet principal payments on mortgages. The 
remaining portion was used to build utility plant. 

To enter into a contract with the government, whereby the cooperative 
would refund capital credits to the government annually; would create an 
undo hardship as the initial cost to provide electric service would have 
been paid for through general funds or loan funds. The capital credits 
(or margins) from this account could have b·een used to repay the 
principle or replenish general funds to build additional services. 

Also, refunding capital c.redits each year would be putting undo burden on 
the remaining members; because, the account in the name of the government 
would not have paid its fair share ·of the cooperative's financing 
capital. 

The reimbursement to the government of capital credit allocation within 
60 days of the close of the cooperative's fiscal year would also put undo 

_burden on the cooperative. The cooperative's books cannot be audited in 
that short a period of time. The audit by an independent auditor must be 
completed before the allocation of capital credits. 

Under REA loan provisions, capital credits cannot be refunded if the 
cooperative has equity of less than 40% without REA approval. If a 
cooperative served a large government installation,_ it is possible that 
the refund of capital credits could create a drain on the cooperative's 

If n 2 2 (OOf 
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General Service Admini~:ration 
F . .:..R Case 91-13 Section 41.00i(j) 
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cash flow and lower equity to· a point whe]:e it would be violating REA 
loan provisions. 

The presen.t---:System has worked well so far, even though there are .those 
who think modification s could be looked at. But, the annual 
reimbursement of capital credits to the government does not look at the· 
whole capital credit reimbursement issue. It appears to be paroch~al in 
nature and a form of hidden tax in that our members, the tax payers, 
would pay high rates to maintain cash flows. 

Another area that may be affected is the co·operative' s General Funds. 
Making annual capital credit payments to government accounts, could force 
the cooperatives to borrow more money to keep the remaining capital 
credit retirements on the prescribed schedule. 

This brings us to the By Laws of the cooperative. This Cooperative, and 
I assume all other cooperatives, address capital credit retirements in 
the organizatien' s By Laws. Any changes in how we retire capital credits 
would require a change in the By Laws which can only be done by vote of 
the membership . of .the cooperative. Preferential treatment of 
governmental accounts, I fear, would not be well received by the 
membership. 

It is the ·position of this Cooperative that the GSA's proposed rules for 
section 41.007(j) of all contracts between Federal facilities and 
cooperative utilities be dropped. 

S~cere;~~- _/I 
~ -~~-~. -:>:~r--
David J. George · 
General Manager 

DJG/lms 



~Inland 
· ~ Power & Light Company 

320 Ea~t s~ond :\n~nue 
P. 0. Box """29 _ 
"'pokan~. \\-ashingtnn 1.}4)202-0-'29 
Td~phon~ 1::091 ~~7-~t::t E-\X 1::091 7~7 =7987 

July 17, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N. W., Room 40~ 1" 
Washington, D. C. 20405 · 

.Re: FAR Case 91-13 

Dear Sir: · 

The General Services Administration recently published a proposed rule 
9n the acquisi~ion of services from utilities (56 Federal Register 23982). 
As part of this rule, the GSA is proposing at Section 41.007(j) that the 
following language be added to all ·contracts between Federal facilities and 
cooperative utilities: · · 

52.241-13 Capital Credits. 

·(a) The Government is a member of the (cooperative name) 
. , and as any other· member, is entitled to capital credits 

c-o-n-s"""'i~s~te_n_t~ __ w"""'i~th,..-~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 payment is to be made. 

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

(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. ' · 

Let me offer the following- comments regarding these proposed changes: . · 
( 1) The date for· notification of capital credits should be August 15 of 

the year following the close of the Contractor's fiscal year. ·The amounts 

JUl. 2 2 1991 
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of capital credits allocated would not be available until at. least June 30 
of each year and the August 15 date would be consistent with Internal 
Revenue Service reg.ulation (T.D.6014 1953-1CB.110) regarding capital 
credits. · · 

(2) The date for payment of ·capital credits is dependent up<?n the 
financial condition of the cooperative. Decisions on if capital credits will 
be paid and, if so, the amoun.t that will be made are made on a yearly 
basis by the Board of Trus'tees. Rural Electrificatio.n Administration · 
regulations and ·loan covenants may not allow capital credits to be repaid 
if the financial condition of· the cooperative would be jeopardized. 

(3) Rural Electrification Administration and Internal Revenu·e ·Service 
regulations do not allow the selective repayments of capital credits that 
may be required by Section (c) above. The refund of capital credits to . 
all members must be done on the same basis. Refunds cannot be made 
tO selected members ahead of schedule. 

In conclusion, I would like to make two points. 
( 1) The addition of tnese clauses· to the contracts between rural 

electric cooper~tives and government agencies will hav.e a profound affect 
on the accounting systems of electric cooperatives. ln. fact, it may be. 
impossible for rural electric cooperatives· to c.omply with many of the 
provisions of. the suggested changes. . 

(2) lncreasin·g regulations and requirements for early retirement of 
capital credits will lead to higher electric rates. The GSA should pe 
working toward rules to cut "red tape11 rather than increasing .it. 
Because of this, I strongly ~rge you to reconsider these onerous 
changes and to ~liminate these requirements from your rule. · 

Thank you for your consideration of these comments. 

Sincerely, 

I·NLAND POWER & LIGHT COMPANY 

.·.~~~· 
. ~ ~ 

Richard Heitman 
Manager 

C :MGR/GSA. RH /sc 
.cc: Tom Foley 

Brock Adams 
Slade Gorton 
Bob Bergland 
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Clay Electric Cooperative! Inc. 
PO Box 308 
Keystone Heights. Florica 32656-C3C8 
(904) 473-4911 

July 17, 1991 

General Services Administration 
FAR Secretariat (VRS) 
Room 4041 
18th and F Street, N.q. 
qashington, D. C. 20405 

Re: FAR Case 91-13 

Dear Sir: 

The first paragraph of the GSA Proposal concerning contracts between federal 
facilities and various electric cooperatives as proposed in FAR Case 91-13 is 
not based on sound business practices and ls in conflict with other governmental 
agencies such as· REA and the Internal Revenue Service. In order to accomplish 
what is being requested, cooperatives would·have to go on some ki~d of margins 
stabilization program that would. guarantee margins e.ach year and in an amount 
equal to enough to refund the year th8:t .had been guaranteed. 

The Cooperatives. have ·a mandate from the Internal Revenue Service to allocate 
Capital· Credits annually, however, we are in no position to specify method and 
time of payment due to unknown future financial circumstances. Your ·paragraph 
A, where the government states that the cooperative will sign a contract which 
specifies method and time of payment, is in conflict with accounting capabilities 
to determine future financial circumstances ten t9 fifteen years' down the road 
without some kind of margin stabilization accounting which appears to be contrary 
to the desires of ~'le Internal Revenue Service and REA, as well as many other 
accounting standards. 

Paragraph B, which requires written notification of accrued credits by contract 
number· and -year and delivery point within sixty (60) days, would create an 
additional burden on the cooperatives due to the fact that so ·many other 
governmental requirements and corporate requirements· are taking place at that 
same. time. During the first sixty (60) days after the close of a physical· year, 
most cooperatives are going through their corporate audit which ties up enormous 
amounts of time ·for their accounting personnel. In addition to that, there are 
many other governmental requirements tha~ are-pav~ng to be met such as pension 
audits·, tax returns, labor reports, and e~loyee reports. The ·sixty-day 
requirement for notice simply is not realistic. A more practical time span for 
such notification would be 120-150 days after the close of the year. The 
requirement of the amount of Capital Credits to be paid and the data the payment 
is to be made, wh~ch is included in that paragraph under Current Accounting 

~ : I i ...... 2 2 i9S\ 
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FAR Secretariat (VRS) 
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qt-13-/o0 

Methods, is an impossibility. Capital Credits returned and method.of payment 
are det.ermined annually as a result of current earnings for previous Capital 
Credits that have· been assigned. Economic conditions and growth changes make 
predictability of such a payment impossible to determin~ ten to fifteen years 
in advance. 

Paragraph C in your proposed rule where upon termination of a contract the 
government directs that unpaid Capital Credits be made as a payment immediately 
to the government in one form or ano.ther is a clear violation of ethical rules 
.involving fair and equitable distribution of Capital Credit payments. The 
government's right to 9apital Credits should be no greater than a citizen or 
corporate body who bas to wait for equitable refunds. Such a rule as proposed 
would require a utility to administer an impossible task to forecast cash flows 
and budgets required fo~ sound physical operating purposes. 

Your Paragraph D, where the government is requesting that Capital Credits be 
made by certified check to the Treasury of the United States, is asking for 
special handling of governmental •ccounts and.would constitute an unnecessary 
cost for the utility. Utilities consider all of their consumers as equal 
participants in the cooperative and one group or class should not receive unequal 
treatment in services or participation in margins and methods of receiving margin 
refunds. 

If the government insists on implementing such inequitable rules, cooperatives 
may find themselves in the position of not wanting government business and may 
certainly find themselves reluctant to sign any contracts that ~reate unequal 
treatment among ~heir members. · 

Sincerely, 

~·/~ 
Yilliam~illips 
General.Manager 

jnw 
• 

... 



July 17, 199~ 

General Services· Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
washington, oc 20405 

Dear Sir: 

Re: FAR Case 91-13 

tq}-13-lel 

The electric cooperatives of the State of Tennessee must oppose 
the -implementation of .the Capital Credits Section 52.24·1-13 of 
the General Services Administration proposed rule for the 
following reason. 

The Tennessee Valley Authority, an agency of the Federal 
Government and the-regulatory agency for Tennessee cooperatives, 
has not allowed the payment of Capital Credits to members of the 
cooperative. ·TVA is given regulatory authority under the 
provisions of the Public Utility Regulatory Policies Act. TVA 
contends that i~ lieu of capital credits, the cooperative must 
reduce the rate charged to the class of customer. 

To protect the tax exempt status of the cooperative, the ability 
to calculate the equity of the member is provided for in the 
accounting procedures.of the cooperative satisfactory to answer 
the requirements of the Internal Revenue Service. This 

.accounting procedure is in the event that the·cooperative should 
ever be dissolved ·or if the policy should ever be changed to 
allow for payme t of capital credits. 

Sincerely, 

~erins 
General Manager 

mf 

Jtn_ 2 2 1991 

710 Spence Lane • P.O. Box 100912 • Nashville, Tennessee 37224 • (615) 367-9284 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Street; N.W. 
Room 4041 
Washington, D.C. 20405 

Re: FAR Case 91-13 

Gentlemen: 

=' o acx z·;o 
... c \,J s.,..-: ..... v ' 3 : .: - = 

-5'548.3 

,..E:..E::1"'"0NE 9.6 7 3:2: 

~~EA CODE 417 

I represent Intercounty Electric Cooperative Association, 
Licking, Hissouri, a rural electric cooperative. 

This letter j.s to advise you of the position of Intercounty 
Electric Cooperative with reference to the recently published 
proposed rule on the acquisition of services from utilities 
(56 Federal Register 23982).. 

In particular I refer to Section 52.241-13 Capital Credits 
and Paragraphs. (~) and (c) under that Section. The addition 
of the clauses to the contracts between rural electric coopera­
tive and government agencies as provided in Paragraphs (b) 
and (c) above referred to would be very burdensome on and 
cumbersome to .the accounting systems of electric cooperatives 
including Int-ercounty Electric Cooperative. It is the posi-

. tion of Intercounty Electric Cooperative that it is. opposed 
to the proposed rule because of the burdensome and profound 
affect that the rule would have on the accounting system of 
Intercounty Ele~tric Cooperative. 

For the reasons above stated, Intercounty Electric Cooperative 
respectfully requests that. the portion of the above rule 
above mentioned, to-wit: Section 52.241-13 Capital Credits, 
Paragraphs (b) and (c). be modified or deleted from the pro­
posed rule. 

.nt 2 2 \99\ 
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WESTERN MoNTANA ELECTRIC 

. GENERATING & TR.o\NSMISSION COOPERATIVE. INC. 

MISSOuia. MT 59801-5601 

General Services Administration 
fAR Secretariat (VRS) 
18th and F Streets, NW 
Room4041 
Washington, D.C. 20406 

RE: FAR CASE 91·13 

I • • -- • .• • --·- ': ~ .... ·::'-:: 
FAX !406J i21-3738 

July 17' 1991 

* 

.:~ . -
~-

V.yt_~J C. ~"- ! 

' . . 

By this le~r· we are providing comments on the proposed rule under FAR Case 
91-13 as published in the Federal Register Notice of May 24, 1991. 

Han agency of the Federal government applies for and is granted membership 
in an electric distribution cooperative, and thereby beeomes a member-consumer, such 
agency should be granted the same rights and privileges as any other member. 

Specifically, under Section 52.241-13 Capital Credits, we suggest eliminating 
subsections (b) and (c). Imposition of·such contract terms· are in conflict with how 
other consumers are treated, and would prove to be an onerous and expensive 
administrative task. 

Sincerely, 

~~.W~~ •• ·~ 
--'f.' r•·-• .. 

0 

RHW
-1... _i: 
;wag ~:-

. 
cc: Member Syataai Manacera 

RoDald H. Wilkerson 
Manager 

Allan Cooper.J•..-t. EC ··- .;.; .. '" 
• • • • 0 • • ·;~-\ • •• :. :·: •• ~~-·· c .~- • 

~~-'~-~_:;~~~:-~·:_t. _·_ ~,:~.,: . 
~----~~-

. - .... ·.• .. ~ ... · .. 

.-oc- •. ·- ... ~··· 
__ ..,. ___ .•.. --

FlAI'HEAD B.ECnUC GUJCIER aECTfiC MISSOULA ELECTAtC · NORTHERN UGH1S MN.U COUNTY ELEC.. VIGILANTE ELECTRIC 
,..,... Marana a. Blnk, Monlina . · .,. a'*' Manllna Slndpan. ldlllo CaMIII. Yanlana Dillon, Montana 
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~~neral S~rvices Administratlon 
fAR ~ecr~tarldt tVRS, 

'11-IS..;i 
~ ,.,,J /~\ 

18th and F Streets, N.W., Room 4041 
Washinq~on, D.C. 20405 

RE: FAR- Case 91-13 

Gentlemen: 

Your agency recently published a proposed rule on the 
acquisition of services from utilities (5~ Federal Register 
23982-that is very troubling to me. I am referring to the 
p o r t i on o f the. r u"l e_ · p e r t a in in q to capita 1 c red i t s . 

Section 52.241-13 (a) allows 60 days after the close of the 
tiscal year in which to furnish information on-capital 
credits earned, and (b) requires payment of accrued capital 
credits upon'termination of the contract. 

In many years we are unable to determine aciual capital 
credit amounts for each individual member as early as 60 days 
after the close of our fiscal year. 

According to our·bylaws, c~pital credits can only be refunded 
by a general refund on the first-in first-out basis.· And 
this is only done when our board of trustees determine the 
financial position of the cooperative warrants such payment. 

Requirinq payments to be made to specific -members and at 
specific times would be an unnecessary hardship on our 
cooperative and •any times would be simply impossible to do. 

Please reconsider and amend your proposed rule. As it is 
currently written it would exert a needless burden on our 
cooperative and aany others like us. 

,, , 2 2 1991 
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General Services Administration 
FAR~Secretariat (VRS) 
18th and F. Streets, N. W., Room 4041 
Washington, D. C. 20405 

·~u1J ., ....... 

Ref: General Services Administration, Federal Acquisition 
Regulations for the Acquisition of Utility Services (FAR Case 

. 91-13) (52.241-13 Capital Credits) · 

Gentlemen: 

We .are writing you in regard to the proposed change in payment of 
C~pital. Credits to be paid to.the Government. 

We strongly oppose paragraph (b) of.article 52-241-13 Capital 
Credits. 

Kiwash Electric would be unable to meet the sixty days after the 
close of our fiscal year and also would would be unable to give 
the date of payment because that is determined by the financial 
condition of the Cooperative and would have to be in compliance 
with the by-laws of the Cooperative. 

Under (c) Upon Termination or Expiration of the Contracts; the 
Cooperative's by-laws state that Capital Credits will be paid to a 
natural person and this change of course would have to be 
submitted to the Cooperative's membership for a change in the 
by-laws. Currently, Kiwash Electri~ is not refunding Capital. 
Credits because of the financial condition of the Cooperative, and 

. they wi 11 only be refunded by the discretion of the Board of 
Trustees and with approval of the Rural Electrification 

· Administration and the Central Finance Corporation. Therefore, we 
oppose-any change in the Government contracts as proposed under 
the above reference. 

Si-ncerely, 

KIW~ELECTRIC COOPERATIVE, INC • 

~~L~----
Paul Lenaburg, General ~ger 

PL:ml 

JUL 2 2 ,~ 



.Julyl7.1991 

~~ent?"il ~(~:-- .. ·i~e~ \c::ini5trati:;n 
F.-\.R S~cret:H'iat (VRS) 
18th and F Streets, N. W., Room 4041 
Washington, D. C. 20 405 

SUBJECT: FAR Case 91-13 

52.241-13 Capital Credits 

UNITED POWER. INCORPORAiE:: 
::IQ SOX 929. SFUGHTON ::0 506C' 

TEi..E?1-40NE :303) 659-0551 I ENTE~I=I~ISE 222 
. I=AX 13031659-055, )( 2.~· 

United Power, Inc., is fully supportive of the government receiving utility ·service on the 
same basis as any other cooperative member, conSistent with the· bylaws of the 
cooperative. 

We wish to point out that paragraphs (b) and (c) are not consistent with our bylaws, but 
demand preferential treatment in relation to other cooperative member-s. 

Attached is a copy. ·or United's· bylaws which vest with the Board of Directors the 
authority to allocate and retire capital credits on the basis of their judgment regarding 
the financial condition of the cooperative. The -bylaws further. provide that all 
retirements shall be on the basis of priority according to the year in which the capital 
wa8 furnished and credited, the capital first received by the cooperative being the first 
retired. (Section 7.02 d) Any earlier retirement, such as that occasioned by the 
termination or electric service by the government, would be prohibited under the bylaws. 

Accordingly, to be consistent with United's bylaws to afford equal treatment with other 
co~p members,.. the following amendments should be undertaken to your proposed rule: 

(b) Delete the second sentence which states that contractor shall state the 
amount of capital credits to be paid and the date payment is to be made. 

(c) Delete this paragraph in its entirety. 

We are anxious to provid~ electric service to the government, and are- willing to comply 
with all reporting and disclosure· requirements to the extent they are not inconsistent 
with the bylaws of the coeperative. Thank you for this opp~rtunity to respond.· 

Very truly yours, 

a nnell 
General Manager 

Jlt 2 2 1991 
DD:ilp 

cc: Bob Bergland, NR.ECA 
A CONSUMER OWNED UTIUTY 



s.~~tfi~ CJu~C:I3tl'w~ 

Dre Pou:erfui Altenratire 

~e -.e:-a:. .:e:-·1 :.ces A c.~::: :s~!"a-: :or. 
FAR Sec!"etar iat { VRS )_ 
lBth and F Streets, N.W. 
Room 4041 
Washington, D.C. 20405 

Re: FAR case·9l-13 

Gentlemen: 

In regard to the proposed rule rec;arding capital Credits., 
52.241-13 referenced above, we have the suggestions on the 
following paragraphs: 

(b) "Within 60 days after the close of the Contractor's 
fiscal year, t;le 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". 

our cooperative does not notify the consumer and issue 
capital credits until approximately nina months after the 
close of the fiscal year. We would suggest the above 
parag~aph be changed to read (b) "Within one year •••• " 

(c) "Upon termination or expiration of this cont~act, 
unless the Government directs that unpaid capital credits 
are to be applied to another contract, the Contractor 
shall make pa~9nt to the Government for the unpaid 
credits." 

We would suggeat that this be conducted according to the 
Bylaw• of the individual cooperative. 

Should you have any questions regarding the above suggestions, 
pleaae do not he•itata to contact me. 

s;;;g~ 
Hollis !. Joslin 
General Manager/CEO 

0 ~~ ~- 2 2 f99l 
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RE: FAR Cas~ 91-13 

I am ~riting in response to a request for comments concerntng ~d ··.FR. 
Part 52, Solicitation f'ro,·isions & Contract Clauses, found 1n th-= 
Federal Register, Volume. 56, No. 101, on Friday, ~~~:',- 2-*, 1~~1. 
Specificall;\·. I am resonding to part- 52.2-ll-13- Capital Credits, 
~aragraph B and C. Our cur~ent Byla~s do not contain anv stipulations 
that indicate a certain number of days ~ithin which a member needs to be 
informed of the amount of capital credits payable to him after the 
~-ear-end. 

The 60 day notifica~ion period specified in Paragraph B is an unworkable 
number by· \·irtue. 'of the fact that a m~·riad of tasks need to be 
accomplished to close the books for the previous vear. 

It is also very difficult, as is mentioned in Paragraph B, to indicat~ 
t.; hen the cap i t a 1 c red i t s w i 11 be pa i d because t hi s is a d i r e c t fun c t i :_, n 
of the. financial well being cf the coo~erative and it changes from year 
to year. Capital Credits may be paid one year and not another. 

Paragraph C states that if the contract between the Govern~ent and the 
Cooperative is terminated that the coop~rative ~ill hav~ to make 
9ayments to the Government for the ·unpaid credits. This is in direct 
violation of our Articles of· Incorporation and Byla~s ~hich states that 
the membership ~ill be paid on a· first-in, first-out basis. To 
accelerate the payment schedule to the Government would simply remo\·e 
cash from the cooperative that ~ould otherwise have been paid to our 
other members. Also if the contract is applicable to a large load, the 
magnitude of the dollars that may be pa~able on a one time basis may be 
very difficult for the cooperative to meet financially. 

It is my sua1estion, therefore, that Paragraphs B and C be stricken from 
~8 CFR Par 52.241-13, Cap~tal Credits. 

Sincerely, 
T~~OPERATIVE LIGHT & POWER 

~~~~er 
ASSOCIATION 

SMW: jml 

JJL 2 2 tSf 



LUTSEN, MINNESOTA :ss1z 

July 18, 1991 

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

RE: FAR Case 91-13 

Dear Sirs: 

I am writing in response to a request for co~ents concerning 48 
CFR, Part 52, Solicitation Provisions & Contract Clauses, found 
in the Federal Register, Volume 56, No. 101, on Friday, May 24, 
1991. Specifically, I am responding to part 52.241-13 - Capital 
Credits, Paragtaph B and C. Our current Bylaws do not contain 
any stipu·latioris that indicate a certain nUmber of days within 
which a member needs to be informed of the amount of capital credits 
payable to him after the year-end. · 

The 60 day notification perio.d specified in Paragraph B is an unworkable 
number by virtue of the fact that a myriad of tas·ks need to be 
accomplished to close the books for the previous year. 

It is also very ·d·ifficult, as is mentioned in Paragraph B, to indicate 
when the capital credits will be paid because this is a direct 
function of the financial well being of the cooperative and. it 
changes from year to year. Capital Credits may be paid one year 
and not another. 

Paragraph C states that if the contract between the Government 
and the Cooperative is terminated that the cooperative ·will have 
to make payments to the Government for the unpaid credits. ·This 
is in direct violation of our Articles of Incorporation and Bylaws 
which states that the membership will be paid on a first-in, first-out 
basis. To accelerate the . payment schedule to the Government would · 
simply remove cash from the cooperative that would otherwise have 
been paid to our other members. Also if the contract is applicable 
to a large load, ·the magnitude of the dollars that may be payable 
on a one time basis may be very difficult for the cooperative to 
meet financially. · 

It is my suggestion, therefore, that.Partgraphs Band C be stricken 
from 48 CFR Part 52.241-13, Capital Cre~its. 

. SW/jkm 
L.OCAU. Y OWNEC 

Ste~e Wattnem, Manager 
4 

L.OCAU. Y OPERA TEO MINNESOTA 104 COOt< 

INC. 

JlL 2 2 1991 
•218•663.,.230 

•218•6617239 



~-Craighead .U Electric Cooperath~ t/J-~-1'1 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Washington, D.C. 20405 

Re: FAR Case No. 91-13 
Gentlemen: 

We offer the following comments regarding· the proposed rule on ·the acquisition 
of services from cooperative utilities (56 Federal Register 23982) section 
4l.007(j): 

52.241-13 Cap~tal Credits 
(a) The cooperative bylaws provide for the systematic allocation and 

paymen~ for capital credits to all members on.a equitable basis. 

(b) The c'ooperative' s books are not closed to auditor's adjustments. 
within 60 days after the close of the fiscal year. Any assignments 
of capital credits would be preliminary and subject to the effect 
of any audit adjustment(s). 

The cooperative's bylaws do not provide for a specific date for 
the retirement of capital credits. The REA/CFC common mortgage 
agreement requires that no general refUnd of capital credits be 
made until the member equity is at least 40% of the cooperative's 
assets. 

(c) The payment of any unpaid capital credits at the termination or 
expiration of the contract would result in a profound .affect on 
the cooperative's accounting system as well as an inequity in 
method of payment. 

General comments: 
'lbe assignment or capital credits and the payment of capital credits 
oa Government services should be made in a manner consistent with 
the assignment and payment of capital credits to all other members, 
as provided for in the cooperative's bylaws and in the REA/CFC 
COIIDDOn mertgage. 

Respect~ submitted, 

\~~'f\.L. ~6P' 
Wayne Honeycutt 
General Manager 

WH:gm JUl 2 2 1991 



B(}(}t1e El.ecltte 
COOPERATIVE 

July .18, 1991 

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

REGARDING: FAR Case 91-13 Capital Credits 

Dear Sir, 

Your recently published rule on Capital Credits accruing to government 
electric contracts is in c.o.nflict with our Cooperative By-l~ws. 

The notification requirement of 60 days within the close of our fiscal 
year is unreasonable. Notification notices are not mailed until after 
the Annual Audit is performed and completed. It is our practice to 
mail the capital credit notices _by April 15th of each year. Our IRS 
For.m 990 filinq deadline is May .15th. These dates would be more 
reasonable. 

The other rule pertains to a contract when it terminates or ~xpires, 
the Contractor shall make payment of the Capital Credits. This rule is 
discriminatory and unfairly accelerates payments to the Government 
above the normal rotation cycle that applies to .other members. 

I respectfully request that ·the above referenced lanquaqe be eliminated 
or amended to treat capital credits earned by the government the same 
as for any other member of a cooperative. 

Sincerely, 

~Jlk. 
·Robert M. Alderson 
General Manaqer· 

RMA/pb 

cc: Bob Berqland 
Jl.:L 2 2 iBSI 
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S"·isl1er Electric ~oop~ra_tiv~. Inc. 

General Services Administration 
FAR Secretariat (~RS) 
18th & F Street, N.W. 
Room 4041 
washington, D.C. 20405 

.Re: FAR Case 91-fJ 

Dear 51 r: (//-I~ 

July 18, 1991 

Please· be ad.vised that Swisher Electric Cooperative, Inc. opposes the 
1 anguage address-ing ret1 rement or payment of cap1 ta 1 cred1 ts as being pro­
posed jn rule (56 Federal Register 23982) Section 41,007. The federal 
government should be treated not any different than the other rate-payers 
or member owners of the coopertive. Your rule, particularly paragraphs 
B I C would make 1t 1mposs1ble to refund on a specific timetable or 
•FIFO•. Please be responsive to our member needs. 

CMC/t1w 

• 

Sincerely, 

·~~ 
Charles M. Castleberry 
General Manager 

JUL 2 2 1991 

cOunties Served: Armstrong, Briscoe, castro. Hale, Randall l'nd SwiSher 
~ 
SWISIIEUCTIJC 

IU,JIW 



Fairfield Electric 
C (>operati Ye .. Inc. 
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r-.·h.:rh·'n~ '"'"~' 1,.~~-.Jn~! 
F\\ ,,,:.n~~-·ll'lj~ 

July 18, 1991 

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

RE: · FAR Case 91-13 

Gentlemen: 

'11-13- 8t) 

We object to the chanqes proposed in the latest General 
Servfce Administration's (GSA) proposed rule on the acquisition of 
services from .Utilities relatinq to·refunds of cap-ital credits. 

In proposed (56 Federal Reqister 23982) Section 4l.007(j) 
52.241-13 Capital credits Paraqraph (b) states " Within 60 days 
after the close of the Contractors fiscal year, the Contractc;:>r 
shall furnish to the Contractinq Officer, ·or. desiqnated 
representative of the Contractinq Officer, in writinq 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 
·and Paraqraph (c) Upon termination or expiration of this contract, . 
unless the Government directs that the unpaid capital credits be 
applied to another contract, the Contractor shall make payment to 
the Government for the unpaid credits."· 

The manner of payment prescribed in these rules is not 
consistent with the treatment of capital credits in the past nor 
is it fair to your potential fellow members or the cooperative. 
Fairfield Blectric Cooperative's By-laws provide for. the Board of 
Directors to review and determine that the financial condition of 
the cooperative will not be impaired by the retirement of capital 
credits and that any such retirement of capital credits shall be 
made in order of priority accordinq to the year in which the 
capital was furnished and credited,· the capital first received by 
the cooperative· baing the first ret;ired. These proposed rule 
chanqes qive no consideration to th~ financial stability of the 
cooperative and they set a payment schedule completely independent 
of all other •embers of ~· cooperative. 

JUL 2 2 1991 



General Service Administration 
July 18, 1991 . 
Page ~~~~o 

Cooperatives were started by their membership to provide a 
necessary service that could not be acquired from any other source. 
Operating as a not-for-profit corporation with service territories 
that can be large but sparsely populated offers challenges aplenty 
for most cooperatives. These proposed rules changes relating to 
capital credits place an unnecessary burden on a system that works 
and would do so at the expense of treatinq our membership unfairly. 

Sincerely, 

FAIRFIELD ELE~C COOPERATIVE, INC. 

~~ ·. 

E. L. Ayers, General Manager 

/jhb 
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.JAMES VALLEY ELECTRIC 

·coOPERAT1VE, INC. 
· Rural Route 2. Box 22 

Edgeley, North Dakota 58433 
Service-Our Only Product 

July l~. 1991 
Telephone 493·2281 . 

General Serv i~es .-1.dministration 
FAR S~cretariat ( VRS) 

· 18th and F Stteets 
NW Room 4041 
Washington, DC 20405 

RE: General Services Administration, Federal Acquisition Regulation for the Acquisition of 
Utility Services (FAR Case 91-13) 

TO WHOM IT MAY CONCERN: 

We are writing to give comment to a proposed- rule on the acquisition of services from 
utilities (56 Federal Register 23982). 

We understand GSA . is proposing at section 41.007G) that language be included with 
reference to contract$' betw_een federal facilities and cooperative utilities. In reviewing the 
language at clause 52.241-13 Capi~ Credits, James Valley Electric Cooperative would fmd 
it impossible to comply with ttte conditions outlined in 52.241-13 particularly paragraph (b) 
and (c) in which the Government would direct that unpaid capital credits be paid to the 
Government upon termination or expiration of a contracL · 

Obviously the writer of the rule did not understand capital credits of cooperatives. They 
are not a savings account, and do not represent cash in the bank but rather are an owners 
share of equity (accumulated margins) in the· Coopcm~tive. In order for that equity to be 
returned to a consumer of the Cooperative the Cooperative must be fmancially able to return 
equity to its conslimers. This is done on a rotation basis as new margins become available 
to replace that equity. It is simply not possible for the Government to insist that upon 
tennination of a contract that aU unpaid capital credits be refunded to the GovernmenL 
This would be a discriminatory practice in that other consumers do not have immediate 
access to their capital credits on demand and would put the Government in a position of 
receiving payments ahead of my other electric consumers. I think it is imponant that you 
underswid capital credits of IUJ'al electric coo~ves do not represent cash which . is 
available to be leplid at a moments notice. 

We appreciate having the opportunity to comment on these regulations. 

Sincerely yours, 

A~ 
Scott Braeger 
General Manager JUL 2 2 1991 



Tri~County Electric Association Inc. 
CLARENCE MOSHIER. JR. PE. MANAGER 

.:..=::. ~:::- :~ 

July 18. 1991 PLANKINTON. SOUTI-! DAKQ: A :-:o;ss 

General Services Administration 
FAR Secretariat (VRS) 
18tn & F Streets NW, Room 4041 
Wasnington, OC 20405 

Re: FAR Case 91-13 

Dear Sirs: 

1 would I i_ke to offer a few comments regarding the above 
p r o posed r u I e . I n par t i c u I a r , I wo u I d I i k e to c omme n t 
$2.241-13 Capital Credits. 

Capital Credits 

(a) This· paragr~ph is satisfactory. 

referenced 
on Section 

(b) Capital credits at our Cooperative are allocated and booked in 
August of ~ach year (December 31 fiscal year end). We there­
fore find the "80 days after the close of the fiscal year" un­
workable and objectionable. Also, we do not know what year the 
current capital credits will be paid out; capital credit 
retirement is based on the. financial condition of the 
Cooperative, REA guidelines, l mortgage requirements. 

(c) Our Cooperative does not make payment of capital credits upon 
the termination or expiration of service for any individual or 
organization. This would be a violation of our By-Laws. AI 1 
organizations and individuals must wait until the normal re­
tiremerit cycfe. We ~ould not make an exception for the Govern­
ment. 

(d) We object to paying capital credits b~ certified check. AI 1 of 
our other mem~ers accept the Cooperative's check and we would 
not make an exception for the Government.. · 

Thank you for thla opportun.i ty to offer our comments. 

sz;;:;Y/1!~1} 
Clarence Moshier Jr. ~ 
General Manager 

CWM/cn 

AURAL ELECTRIC SERVICE • AURORA • BRULE • BUFFALO • JEAAULD 



Plateau Electric <:;:ooperative 
: I ••I •. 
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18 July 1991 

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

Dear Sir: 

Re: FAR Case 91-13 

'11-15-83 

Plateau Electric Cooperative opposes the implementa·tion of 
the Capital credlts Section 52.241-13. of the General 
Services Admin~stration proposed rule for several reasons. 

First, the Tennessee Valley Authority (TVA), which has been 
qranted regulatory authority over the Tennessee 
cooperatives under the provisions of the Public Utility 
Requlatory Policies Act (PURPA), has consistently held the 
position that the cooperatives must reduce resale rate 
levels as opposed to paying capital credits. 

secondly, regulations requiring the ·payment of capital 
credits to fede~al accounts immediately upon the 
termination or · expiration . of a contract WQuld be 
discriminatory to the other members of the cooperative who 
would have to wait until the cooperative was financially 
able to declare capital credits for that particular period 
of time. 

Lastly, it would appear that the proposed rule might impose 
an· additional hardship on an already-weakened rural economy 
by unfairly •ingling out the predominantly-rural 
cooperative• to repay capital credits based upon an 
arbitrary t±aetable • 

• 



~ . 1' 'l;tl-~ The overall impact of this rule would be to depriv the 
cooperative of a source of low-cost capital that would 
ul t.imately result in higher elec·tric rates. While we can 
appreciate the intent of such a proposal, we believe that 
the actual implementation of these regulations would place 
an undue burden on rural America. 

Sincerely, 

PLATEAU ELECTRIC COOPERATIVE 

J Seale, Jr. 
Manager 

:11 

pc The Honorable Albert Gore, Jr. 
The Honorable .James Sasser 
The Honorable Jim Cooper 
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July 18. 1991 

G•n•ral S•rvic•• Admini•tration 
FAR S•cr•tariat <VRS> 
18th & F St. NW. Room 4041 
Washington. D.C. 2040~ 

re: FAR Case 91-13 

· .. --~--- ... 

-. -- · .. • - ,... ·- - " .. - ........... -·._,_ -" .. "': = - . - -·- · . I. -- • ._- •• ... -- -. o •- - - -

I would like to comm•nt on Federal Acquisition R•gulationa 
52.241-13 Capitol'credita 

<A> Our bylaw• provid• for th• Board -to d•t·•rmin• ••thod ot 
payment and tim• of paym•nt. Thi• al•~ int•rpr•t• to m•an no 
paym•nt if th•.Co-op ha• financial dif~iculty • 

t s·> R•f•r to C A> abov•. 

<C> Thi• Co-op do•• not pay any capitol cr•dit• on t•rmination 
of contract• •xc•pt to ••tat•• and th•n on a di•count•d.ba•i•· 

<D> Th• Gov•rn••nt i• a •••~•r or cu•tom•r and •ntitl•d to 
pay••nt• of capitol credit• in th• •a•• •ann•r a• all •••b•r• and 
cu•to••r• with no •p•cial con•id•ration•. 

Pl•a•• r•vi., t.b .. • co• .. nt.• and your propo••d rul••• you •hould 
... that. t.b• rul .. would violat.• our ~ylaw• and are ••king for 
·•pecial con•iclerat.ioftll. 

yz:L.~ 
Warren E. Pringl• 
WEP/bd 

RECEIVED 

phone 509 996-2228 



. . ~ . 

People's Electric Cooperative 
"!he_ Right Choice!" q / _ / -g -~ $ 

Ju 1 y 1 8, 1 9 9 1 

General Service Administration 
FAR Secretariat (V~S) 
18th & F Streets~ N.W. 
Room 4041 
Washington, ·o.c.· 20405 

RE: FAR Case 91-13 

Gentlemen: 

· Thi~ letter is in response to your proposed rules as 
referenced above. As you know, "capital credits" only affect 
elec~ri~ utilities who are owned by the customers they serve, 

·known as cooperatives. Investor owned utilities (IOUs) will not 
have a problem with the rules since any "profits/capital credits" 
are paid in dividends to their stockholders at the discretion of 
their corporate board of directors and not returned to their 
customers • 

. First, we are troubled with your provision which requires 
the "contractor" to furnish the"contracting officer" a written 
list of accrued capital credits within 60 days of the 
contractor's fiscal year. This provision presents a problem for 
People's Ele6t~ic Cooperative (PEC) since our annual. audit is not 
completed until approximately 90 day~ from year end. 
Subsequently, our Board of Directors approves the audit and the 
proper method of allocating capital credits as provided in our 
corporate bylaws. We normally notify our customers of the 
allocation formula within 120 days of year end through our 
monthly newsletter. In addition, each distribution of capital 
credits will list the balance outstanding on the check received 
by our customer. 

PEC's next problem with your proposal is the requirement 
that upon termination/expiration· of an electric agreement/ 
contract, it appears the contractor may be forced to pay the 
government ii'T11led i ate 1 y for any unpaid capita 1 cred i·ts. This 
provisfon is in conflict with PEC's bylaws. Currently, PEC is 
paying capital credits to its members based upon a 22 year pay 
out method. Many cooperatives are Erevented from paying any 
capital credits due to their poor financial condition. PEC 
by~aws, as do most cooperatives, prov1des for payment of capital 
c~edits based upon its financial condi~ion as det~rmined by both 
i~: lender and its corporate Board of Directors. In addition, 
~:: has loan agreement covenants wh~ch orevent payment of capital 
c~sdits when required f~nancial rat~cs are not met . 

. ~ ........ ~· -.-· . 
-,..,., '._ ~ 

; :~ ~ '~·: :..... - ~ ~-. 

P.O. Box429- Ada, Oklahoma 74820 • (405) 332-3031 ·FAX at. 49 
JUl 2 2 1991 



July 18, 1991 
Page 2 

For these reasons, we believe these two requirements in your 
proposed rules to be unfair and should be removed. Your 
consideration of our corrments will be appreciated. 

mk 

Carlton 
Manager 



-- Indiana Statewide Association of U · Rural Electric Cooperatins. Irlc. 
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July 22, 1991 

FAR Case 91-13 
General Services Administrator 
FAR Secretariat (VRS) 
18th and F Streets. N.W., Room 4041 
Washington, D.C. 20405 

Dear Sirs: 

The May 24 Federal Register, Vol. 56, No. 101, pp. 23982-23990, contained 
proposed rules from the General Services Administration. These proposed rules 

· de~lt with federal facilit:ies' acquisition of services from utilities, among 
other matters •. In particular, the proposal at 48 CFR. 41.007(j), has raised 
concerns among the rural electric cooperatives in .Indiana. The Indiana 
Statewide Association of Rural Electric. Cooperatives, Inc., a trade 
association of rural electric cooperative systems, commenting on behalf of our 
member-systems, appreciates the opportunity to provfde the following 
observations. 

Part 41.007(j) proposes that federal facility contracts with ·cooperative 
electric utilities contain a clause substantially the same as the clause at 
52.241-13, Capi t·al Credits. This clause contains provisions which would 
violate the principles by which cooperatives operate' and the provision would 
also hold the potential to do financial harm to the electric cooperative. 

The clause threatens to violate the cooperative principles of operation, 
because it c·alls (in paragraphs (b) and (c)) for government facilities to 
receive discriminatory, preferential treatment in recnvery of capital 
credits. Cooperatives ·are run by democratically elected boards of directors, 
who establish the criteria for if-and-when capital credits may be distributed 

. to member-consumers. The boards of directors establish capital credit 
policies which are intended to treat all consumers equally in receiving 
capital credits. For the federal government to try to establish contractual 
requirements for preferential treatment - in which case federal facilities 
would receive capital credits in advance of other consumers -- violates this 
foremost principle of equal tr.eatment for all consumers. 

In addition, such preferential treatment may nqt be legal under the regulatory 
guidance which prevails in many states. State rate regulations prohibit 
discriminatory actions which benefit one class of customers at the expense of 
another. To pay capital credits to federal facilities in advance of payment 
of credits to consumers who also earned capital-credits at the same time may 

·well be prohibited as a discriminatory act. · 



FAR Case· 91-13 q/-!3-96 
Cc:;_o;.t:=:ts Z\egardi:1g Capital Credits 

--, 
Page T·t~~·o 

Such early payment of capital credits is also likely to inflict fi.nancia~ 

hardship upon rural electric coope.ratives who serve ·federal facilities. 
Statements of capital credits are not reflections of cash savings which the 
cooperative has accrued ·on behalf of consumers; capital credits reflect money 
which is invested in the plant equity of the cooperative's electric 
distribution system and equip~ent. 

As such, capital credits are not· a reflection of readily accessible financial 
reserves. For a federal facility to seek payment o.f capital ·credits upon 
expiration of· a contract would be likely to force a cooperative ·to have to 
turn· to borrowed funds in order to meet the contractual obliga~·ion, especially 
in the event that the federal facility is either a large power consumer or is 
a relatively large portion of the electric demand of tha~ electric 
cooperative. As such, payment of capital credits upon termination of a 
contract would impose borrowing costs on a cooperative. 

Traditionally, cooperatives' boards of directors allocate payment of capital 
credits· over time, if payment is made at all. We would encourage the General · 
Services Administration to withdraw the proposed 48 CFR 41.007 (j), and to . 
. allow federal facilities to receive treatment of capital credits as is decided 
by cooperative boards of directors. 

Thank you for the opportunity to offer these observat~ons on this matter. 

Sincerely, 

. }·/f F ,:;J.·;f. 
vJeffrey L. Quyle 'J · 
Director of Government Relations 

cc: Indiana Congressional Delegation 
RRECA 
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July 18, 1991 

General Service Administration 
FAR Secretarial (VRS) 
18th and F Street, N. w., Room 4041 
Washington, D. C. 20405 

Re: GSA Federal Acquisition Regulations for Acquisition 
of Utility Services 
(FAR Case 91-13) 

Gentlemen: 

We submit the.enclosed comments on the proposed rule on 
acquisi tio·n of service from utili ties (56 Federal Register 
23982) on behalf of Rural Electric Company, a non-profit 
cooperative electrical distribution company of Rupert, Idaho. 

. . 

We are extremely concerned with the proposed section 41.007(j) 
and our ability to comply with subsection (c) under Idaho law as 
well as the practical ability to comply with the time frame of 
subsection (b) • 

. Please file our comments on the above matter. 

LRD:ma 
Enclosure 

• 

Very truly yours, 

GOODMAN & DUFF 

":• 2 2 1991 
ll;o 2 2 1991 



CONNEN'rS OF RUP.AL ELECTRIC C0!-1P~.NY, RUPERT, IDAHO 
ON G~S..A FEDERF.:.. ACQUISI'!ION REGULATIONS 

FOR .~CCUISITION. OF U'!'IL!TY SERVICE 
(F~.R C.ase 91.-13) 

Rural Electric Company is a small non-profit rural 
electrical distribution company· located in Southern Idaho with 
its offices in Rupert, Idaho. · 

Rural Electric Company was incorporated in.l917 to 
provide electrical power to farmers who the.private compan-ies 
would not serve. The original organizers built the first lines 
themselves. Rural Electric is not.now, nor has it·ever been an 
REA borrower. Its funds for e·xpans ion have come from the 
membership and from private lending institutions. 

The company serves between 2,500 and 3,000 customers in 
parts of Cassia and Minidoka County. The me~bers are financially 
conservativ~ and have adopted a policy of reinvesting the patron­
age equiti~s (capital credits) back_into the company for capital 
improvemen~s rather than borrowing for these improvements. This 
allows the company to be able to charge a lower rate than if it 
borrows the funds for capital improvements. While the patronage 
equitie~ are n6t revolved back to the members in cash refunds, 
they do receive the rebate in ·the form of a lower rate for the 

r power they use. Memberships ·are appurtenant to the land where 
;! the service is received and are owned by the land owner. 

The Company does maintain an accurate record of each 
· member's equities (capital credits). Allocations are made each 
: year however, because allocations cannot be completed until the 
· yearly operation __ financial information (Statement of Income and 

Expenses) has been audited and the audit accepted. Computations 
!: are not made within 60 days after the close of the fiscal year. 
;1 Allocations are normally completed within 120 days of the end of 

I 
the fiscal year. · 

Idaho law governing non-profit cooperatives requires 

I
• · that each member be treated equally. If patronage equities 

(capital credits) are revolved (paid) to one member for a partie-

! 
ular year, it must be paid to all members who have a credit for 
the year revolved. 

I The General Services Administration's (GSAl proposed 
rule· on the acquisition of services from utilities (56 Federal 
Register 23982), proposes at seceion 4l.007(j) that the following 
language be added to all contrac·ts between Federal facilities and 
cooperative· utilities: 
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(a) The Government is a m~mber of the (cooperative 
name) , an~ as any othe~ rnember, is entitle~ ~~ 

capital credits consistent \•:ith the by-laws of the cocperati~:e, 
which states the obligation of the Co~tractor to ~ay capita: 
credits ar.C. which specifies the rr.ethod a.nd tir:1e 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 ~riting, 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 Governm.ent directs the unpaid capital credits are to 
be applied to another contract, the Contractor shall make payment 
to the Government.for the unpaid credits • 

. (d) Pa0nent of capital credits will be made. by cer­
tified che~k, payable to the Treasurer of the United States: and 
forwarded to the Contracting Officer at , unless 
otherwise direct~d in writinq by the Contract1nq 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. 

·i Rural Electric submits that it will be unable to comply 
: with provisions of subsections (b) and (c). 

. . The provisions of subsection .(b) providing for notice 
within 60 days should be amended to allow 180 days. Capital 
credits are not revolved (paid) by any cooperative utility in the 
year following the year for which they are allocated. Because 10 

:! or more years (usually more) elapse between the year of allo-
l; cation and payment, this change would have no effect on Govern-
1 ment and would avoid ari undue time of completion hardship on the 
i cooperative. 
i 

! Capital credits when revolved or paid by cooperative 
utilities are paid out of current year earnings and much like a 
dividend from a private, for profit corporation are only to be 
paid if there is sufficient income above expenses to pay the 
same. Because of this, when patronage ·equities (capital credits) 

1 are allocated, no date of revolving of the patronage equity is 
determined at that time. It is tPerefore not possible for the 
notice of allocation of capital credits (accrual of capital 
credits) to include a date they will be revolved (paid) to the 

• member. In Rural Electric's case the credits will not be re­
I volved until the membership decides on a different method of ·I handling of the patronage equity (capital credit) unless the 

company is sold. 
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r.ur3l Elec·~~ic t~e~e:j~e requests tr·.=.~ -::--~e =·=·;· .. :~ .:-=:--=~-­
o: stati~g "the date t~e payment ~s to be made" b~ de:.etec .==~~ 
the last sentence of subsection (b) . 

The provisions of subsection (cl are cont~ar~ to tte 
qy-La~s ~f Rural Electric and Rural Electric stihrnits it c3n~ot 
cornp~y with this subsection and stay in complian~~ with the laws 
of the State of Idaho. Capital credits (patronage equities} are 
revolved based on funds available for payment, and· even though 
policies and by-J~ws on payment vary from one cooperative utility 
to another, and all such utilities in Idaho are required to treat 
each member equally. The proposed regulation is impossible to 
comply with because of the financ~al impact on the utility of 
being required to revolve all members equity up to the date of 
the government· terminating service. 

Rural.Electric submits that the revolving of the 
capital credits of the government should be on the same basis as 
any other member of the cooperative utility. If members are 
required to wait ·until income is sufficient to, revolve the 
equity, then so should the government. In the case of Rural 
Electric Company where the members~ip remains appurtenant to the 
real proper-ty served, the credits become part of the value of the 
property which it can compensated for if the. government sells the 
property in the same manner as any improvement made by the 
government to the Froperty. 

Regulations adopted by federal agencies should not be 
., such as to create a hardship on the affected companies and 

individuals bec·ause the time frame for compliance is unreasonably 
short, nor should they require that the Federal agencies have 
rights and benefits .that other entities in the same class, 
receiving the same services at the same cost do not receive. 

Rural Electric Company submits that subparagraph (c) 
should be deleted in its entirety and a new section drafted that 
provides the capital credits will be revolved and paid to the 
government in the same manner and at the same time as other 
members of the cooperative utility. 

3 

Respectfully Submitted 

RURAL ELECTRIC COMPANY 



RICHARD A. BENJES 
ATTORNEY AT LAW 

PQ SOX 856 

HUTCHINSON KANSAS 67504-0856 

July 18 . 1991 

General Services Administration 
FAR Secretariat f-VRSl 
18th and F Stre~ts, N.W. 
Room 4041 
Washington·~ D.C. 20405 

Re: FAR Case 91-13 

Gentlemen: 

Proposed Rule on Federa~ Acquisition Regulations; 
Acquisition of Utility Services 

~~-~~~·.: '. = 
:; '-3 66S"- =\:.::; 

I represent the Ark Valley Electric Cooperative Associat1on! 
Inc.~ with principal offices in Hutchinson, Kansas, and have been 
asked on · beha 1 f . of the Cooperative, to prov.i de comment and 
express its concerns to proposed regulations in FAR Case 91-13. 

In particular, the Cooperative is concerned with the 
proposed regulations 52.241-13 Capital Credits, subparts (b) . and 
(c) • 

The Cooperative does provide each customer, including the 
government, information on an annual basis, concerning allocation 
of capital credits, for the prior .year. Therefore, each year, 
the government is advised of the immediately prior year's 
capital credits. Providing additional informati6n, including an 
accumulation of capital credits, and description by delivery 
points, would result in burdensome paperwork, and time, on the 
part of the Cooperative. Further, estimating a date of payment 

·would be impossible, in part, because repayment of capftal 
credits is limited by the ter~s of the Cooperative's by-laws, 
and, by restrictions contained in mortgages to lenders, including 
REA. 

Subpart (c) of the proposed reg~lations, would ·be contrary 
to by-law provisions of the Cooperative, and, would·place the 
government, as a member of the Co6perative, in a position, 
uniquely different than any other member. Because of the 
financial position·of the Cooperative, capital credits are not 
paid to ·members upon termination. Capital credits are paid, 
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except in the event of a discounted payment to 1nd1v1dual 
-·-:="-- ' 

decedent's estate. on a rotat1on basis~ with capital credits 
presently be1ng pa1d through the y~ar 1961. The by-laws of th15 
Cooperative, as many other cooperatives! provide that retirements 
of capital credits must be made in order of priority according to 
the year in which the cap~tal was furnished or credited. 
Therefore, payment to the government·would be in violation of the 
by-laws, would be preferential, and, would discriminate against 
all other members, since those other members are not entitled to 
payment of capital credits, upon termination. · 

Therefore! the Ark Valley Electr1c Cooperative Association, 
Inc. would request that subparts 52~241-13 Cbl and 52.241-13 Ccl 
be.eliminated from the proposed regulation. 

Sincerely, 

/' ------- . I' 
Richard A. Benj$s 

RAB:bsb 

cc: The Ark Valley Electric 
Cooperative Association, Inc. 

Dan Glickman 

• 
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GUERNSEY-MUSKINGUM ELECTRIC COOPERATIVE, INC. 

1 1 iS. LIBERTY ST. 

July 18. 1991 

General Services Administration 
FAR Secretariat 
18th and F Streets. NW 
Rooa 4041 
Washington. D.C. 20405 

REa FAR·Case Ho. 91-13 

~EW CONCORD. OHIO 43762 

General Services Administration (GSA) recently published a 
proposed rule on the acquisition of services from utilities (56 
Pederal Register 23982). 

Under Section 41. 007J. the proposed rule indicates that the 
contracting officer will insert a· clause identified as 52.241-13 
Capital Credits when the Pederal Government is a member of a 
cooperative and is entitled to capital credits. Paragraph "a" 
of cla~se si.241-13 states •The Governaent is a meab~r of the 
(cooperative naae) • and as any other aeaber~ is 
entitled to capital credits consistent with the by-laws of the 
cooperative. which states the obligation of the contract~r to 
pay capital credits and which specifies the aethod and time of 
payment. • I agree that the Governaent. as a aeaber of the 
cooperative. ls entitled to capital credits consistent with the 
by-laws of the cooperative and consistent with treatment of all 
other members of the cooperative. I disagree. howeve%. with the 
statement that it is the obligation of the cooperative to pay 
capital credits and that by-laws specify the method and ~ of 
payment. 

Typically. a cooperativ.e' a code of regulations provides for 
payment of capital credits at the discretion of the board of 
trustees of the cooperative and outlines the aethod of payment 
in the event the board. in its discretion. authorizes such 
pa~ent. typically. codes of regulations do not specify tiae of 
payaent. · · 

Cooperatives do notify their aembera annually of the •accrued 
credits• earned for a given fiscal year. however. paragraph •b• 
of this_ capital credit clause is ~ inappropriate since the : 

. cooperative is unawar• at that tiae of the aaount of ~apital 
credits to be paid to the Governaent and the date payaent is to 
be aade. 

NEW CONCORD 
614-826-7661 

CAMBRIDGE DIRECT LINE 
614-432-4167 

ZANESVILLE DIRECT LINE 
614-45+0770 

ALL OTHER MEMBERS 
1-800-521-9879 
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Simil~rly, paragraph "c" of this clause is inappropriate since 
payment to the Government of unpaid capital credits at 
termination or expiration _of the contract is i~ violation of the 
typical code of regulations (or by~laws) of the cooperative, 
would constitute ·preferential treatment of the Government. and 
is not consistent with payment made to other members. of the 
cooperative. 

Sincerely, 

QMutL 'frL· 'ffL~;. . 
g~~~·~. McBride ~ 
General Kanaqer 

ks 

cc Michael Oldake, Regulatory Coun~il 
HRECA 



~.0. BOX 217 PHONE :.6i 2526 

- ~ . 

G~nerai Se~vices Administration 
FAR Secretariat (VRS) 
18th & F St. NW, Room 4041 
washington. DC 20A05 

FAIRFIELD. MONTANA 59436 

re: FAR Case 91-13 

Gentlemen: 

Resp6nding to ~ommen~ requests on Case 91-13. specificai Iy V-
52.241-13, the capital credit section. 

R~sponse: 

Paragraph Cb) The time frame of 60 days is far to short du~ ~~ 

the tim1ng of system ~udits. Capital credits are us~aliv 
allocated after all audits hav~ been ~omplet~d. A ti~P 

frame of 120 d~ys would be more reaJis~ic. 

?aragraph Ccl Currently to comply ~lth this paragraph woulc ~e 

in violation of our byla~s ~"~ ~ ~o~tr~diction to para­
graph (a) which stat~s "Capital credits consistent with 
the bylaws of the Cooperative". This would include m~~~0~ 
of payment. Unoer our c~rrent bylaws and policy, we c=~l~ 
pay capital cr~riit~ ~ariy on1y on a ~iscounted ba~i~. 

A. t t he s am e t i m ~ S 'J n R i v e r ;: t ~,.. t r i " C f".J o p P r :::. t ; v ~ i s n o t r ~ q '-' i r· ..:. .-: 

~ 'J p a.)' 3 n y c a p i t a 1 c r .:? d i. t s u n t 1 1 4 Q ,_ e q IJ i t y i s t" ·e a c he d • 1_i n d ~ :-
bylaw provision. until 40% e~uity is reached payment or cap:t~; 
~redits is ~t the discretion of the board. 

Under current bylaws Sun Rlver Eiectr1c Cooperative could ~ot 
~nmply with these ·suggast~d ~dditio~s to g~v~r~men~ contracts. 

spectfullf!j;fy 
~'7Z1~~ /( ' • 

·ames R. Eskr id~ 
Gen.era 1 Manage,r 

JRE/vf 

JUl 2 2 1991 



.. 1 f!/-13~ 
Todd- Wadena Electric Cooperative 

EAST HIGHWAY 10 • P. 0. BOX 431 • WADENA. MINNESOTA. 56482 

General Services Administration 
FAR Secretariat (VRS) 
lath and F streets ~ 
ROan 4041 
Washington, DC 20405 

-
Gentlemen: 

TELEPHONE 218·631·3120 or 800·321·8932 

July 18, 1991 

I am responding to General Services Administration, Federal Acquisition 
Regulations for the.Aoquisition of Otility·Services (FAR case 91~13), (56 
Federal Register 23982). 

Todd-wadena Electric Cooperative is requesting t.hat payment of capital credits 
be made at the satne schedule that all menbers of our Cooperative are paid. It 
would be an accounting nightmare if the Goverrment agencies are handled dif­
ferently than al.l other accounts. capital Credit rotation can be different for 

.each electric cooperative. It is the. Board of Directors responsibility to set 
the capital credit rotation so that the cooperative remains financially sound. 
Capital Credit rotation also has an direct impact on rates to the 
menber/ consuner. 

Please review your proposed rule. I'm sure you will find the change detrimental 
to the coe>Perative principles. '!he benefit to Federal agencies is at the 
expense of the cooperative. Contracts between Federal facilities and coopera­
tive utilities do not need changes! 

cqd 

Respectfully subni tted, 

lfittt~ /JJ~/ 
Dale Hendriclcson 
General Manager 

JUL 2 2 1991 



BERKELEY 
ELECTRIC COOPERATIVE INCORPORATED 

0 Sox 1234 • MoncKs Corner. Soutn Carol•na 29461 • ·803' 761-8200 

J u l j' l· 8 1 1 :) !) 1 

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

REFERENCE: FAR CASE 91-13 

As the General· Manager and Executive Vice President of 
Berkeley Electric Cooperative, consisting of over 51,000 
owner/consume~s, I feel compelled to offer our comments on 
the above referenced case, in particular on your proposed 
"Part 52.241-13 Capital Credits". 

As a cooperative org~nized and operatin9 . under the Rural 
Electrification Act, we have returned Capital C~edits to our 
members on an impartial basis as the funds were available, 
and as our mortgage agreement would allow us. 

We have committed a large amount of resources, such as labor 
and computer costs, to enable us to accomplish this in a cost 
efficient manner. 

Our bylaws, modeled after REA and legal council 
recommendations and approved by our members at their annual 
meeting, preclude a preferential payment of Capital Credits. 

The amount of Capital Credits returned to our members each 
year is limited to a percent of our prior years' margins by 
our mortgage agreement. This amount is unknown in advance 
and only becomes a finite number after completion of our 
annual audit. 

In conclusion we contend that the proposed rules as set forth 
in part •s2.241-13 Capital Credits• would economically award 
preferential treatment to a few members and materially punish 
the other 51,000 members. , 

We also contend that increasing the costs to change our 
system would burden our other member~ . by diluting their 
ownership in the assets of the Co-op while enhancing the 
value of a few members' Capital Credit-accounts in direct 
proportion to those costs. 

.Jt n ~ z \99\ 
DISTRICT OFFICES 

P. 0: Box 128 • Johns ISland. South Carolina 29455 • (803) 559·2458 
P. 0. Box 969 • GooH Cr•k. South Carolina ~5 • (803) 553-5020 
3745 N. Hwy. 17 • A•ndaw. South Carolina 29429 • (803) 8&1·7525 •• 



BERKELEY 
ELECTRIC COOPERATIVE INCORPORATED 

Page 2 
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~ .. ~ e 3 .:. .3 o c 0 n t ;: n J t h u t t L ~ ~.i r o ~ o ~ a l Y¥' o u : · j no t on l y v 1 o .i a c ~ o u r 
~.o =: J :l·Je r equ icemen ts anJ our 0y j_aws, 0u t would also ·~~- io:a 'Ce 
no less than our basic philosophy and purpose for being. 

Most important of all, we feel that our members would never 
agree to such terms as set forth in the proposed rules, nor 
could I ever recommend that they do so. 

EES/ms 

Sincerely, 

~~~-
E. E. Strickland 
Executive Vice President and 
General r-1anager · 



United Power Association 

July 19,_1991 

General Services Administration 
-FAR Secretariat (VRS) 
18th and F Streets, NW 
Washington, DC 20405 

RE: Comments on FAR Case 91-13 

Dear ·sirs: 

Proposed Acquisition Requlation:Acquisition of 
Utility Ser-Vices, 56 Fed. Reg. 23982 ( 199·1) 

As a qeneration:and transmission electric cooperative, we supply 
electricity t·o fifteen electric distribution cooperatives who 
serve member consumers in Minnesota and Wisconsin. There may 

- well be an occasion when our member systems would be called to 
·serve·Federal agencies covered-by the proposed regulations. 

We are concerned and wish to comment on the following: 

o Part 52.241~13 Capital Credits 

Of primary concern to United Power Association (UPA) are parts 
(b) and (c) of proposed Part 52.241-13 Capital Credits. UPA 
agrees with subsection (a) w~ich indicates that the 
government, as any other member of a cooperative: 

"is entitled to capital credits consistent with the by-laws 
of the cooperative, which states· the obligation of the 
(cooperativ-e)' to pay capital credits and which specifies 
the method and time of payment." 

However, OPA believes that compliance with the requirement of 
subsection (b),~, to state, within 60 days after the close 
of the fiscal year, the.amount of capital credits to be paid 
to the government and the date the payment is to be made, 
would be difficult, if not impossi~le. While some indication 
of the. amount of capital credfts ·,may be ascertainable at the 
close of the fiscal year, depending upon the by-laws of the 
coopera-tive and its financial conqition, these credits will be 
held by_ the cooperative for a period determined by the 
cooperative and applied uniformly to all members. If during 
that period, which tyPically runs several years, the 
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cooperative experiences some circumstance such as stor= 
damage, it might be necessary to withhold payment of. those 
capital credits. Additionally, as discussed below, the 
cooperative is prohibited from paying capital credits unless 
the cooperative has met the financial standards estaplish~d by 
the United States Department of Agriculture, Rural 
Electrification Ad~inistr~tion (REA) ~nd anyone else who is a 
co-mortgagee with REA. 
- -
Additionally, our distribution cooperatives are member-owners 
of UPA, and are entitled to receive capital credits from UPA. 
It woulQ be totally impracticable to determine the appropriate 
capital credits due the distribution cooperative from UPA, and 
consequently the distribution cooperative's own member-owners, 
within 60 days after the close of the distribution 
cooperative's fiscal-year. 

More importantly, ·uPA believes that subsection (c) would 
require the cqoperative ·to violate its own by-laws, articles 
of incorP.oration and consequently violate state laws governing 
cooperatives. Under subsection (c), cooperatives would be 
required, upon termination or expiration of a contract, to pay 
the government for all unpaid capital credits. As indicated 
in subs~ction (a) quoted above, the gov.ernment is entitled to 
be paid for capital credits in the method and at the time 
provided for in the cooperative's by-laws.. Provisions 
requiring payment at the expiration or termination of a 
contract .. may be inconsistent with the very terms and 
conditions which subsection (a) recognizes as controlling the 
provision of service from a cooperative to one of its members, 
the government. Such actions on the part of the. cooperative 
would also seem to violate applicable state laws which govern 
the operation of cooperatives within-Minnesota and Wisconsin. 

Capital credits are unique to "not-for-profit" cooperatives 
and of necessity must }:)e treated in a . manner which is 
consistent with their by-laws, as well as all applicable 
federal and state laws. In a cooperative,· there are no 
"profits" to be disbursed to investors. Rather, to the extent 
that income exceeds costs, · the·se "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. Return of capital 
credits to a cooperative's members are made in-a manner which 

-must be consistent.with the requirements of the cooperative's 
by-laws. 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 customer. Provision of capital credits to 
the government .in a manne_r which is inconsistent with the 
cooperative's by-laws could be in affect providing the 
government with a preference over other cooperative members. 
This treatment could be inconsistent with the require]llent of 
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th~ United States Internal Revenue Service for cooperative 
status, that the cooperative operate on a "cooperative basis." 

Additionally, rural electri~. system~ as generally small ''not-
. for-profit"· entities, have limited sources of capital. The 
majority of capital requirements are met by the REA. In order 
to be eligible for these loans, rural e~ectric systems are 
required to develop and maintain certain equity levels as 
required by REA. Disbursing capital credits may be restricted 
or prohibit$d by REA depending upon the equity level of the 
borrower. Thus, repaying the capital credits as required in 
Part 52.241-13 would be in violation of the terms and 
conditions contained within the government's own mortgage 
requirements, could cause the cooperative to default on its 
mortgage ·with REA or other lenders, or at a minim~ prevent 
the.cooperative !rom competing to serve the government's load 
where such competition is consistent with state laws. 

o Part 52.241-8 Connection Charges. 

Part 52.241-8 Connection Charge, also creates a procedure that 
is inconsistent with the way in which cooperatives 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, .most probably this is also a violation of 
the cooperative's by-laws and the state statutes which govern 
the. way cooperatives .operate w.ithin the state. 

Part 52.241-8 provides in relevant part that the government 
shall pay a connection charge to cover the contractor's cost 
of furnishing and installing new connection facilities. Then, 
on each monthly bill for service furnished, the government 
receives a credit until the accumulation of credits equals the 
amount ·of such ·connection charge. While this section is 
appropriate for contractors which are for-profit entities,· and 
represents· an expense which is appropriately credited against 
profits, this is inappropriate where the contractor is a not­
for-profit cooperative and the provision of a credit would 
require other cooperative members to bear the cost of 
facilities constructed to meet the requirements of the 
government, as well as their.owri. 

In a cooperative utility, rates are based upon the actual cost 
of doing business. There are no shareholders or other 
investors who obtain a profit on their investment, nor, more 
importantly,. profits against which, the cost of· connections can 
be expensed as a cost of doing business. Providing the 
government with a credit for 9onnection facilities which were 
built to serve the government's own load would mean that those 
costs would have to. be borne by the cooperative's other 
m~mbers.· This would not only be unfair to those other members 
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who are already paying the cost of facilities built to meet 
their loads, but would ~robably be in violation of .the 
cooperative's by-laws as well as state statutes which govern 
the way in which cooperatives operate. Such action could also 
be considered as an unlawful disbursement of capital credits, 
as discussed previously. 

UPA would be pleased to discuss or answer questions on these 
comments. 

Respectfully submitted, 

UNITED POWER ASSOCIATION 

-:::::::::: __ ,_z )~;~:/ . 
Philip o. Martin 
Executive Vice President 
and General Manager 

POM:JRW:jwh 

-



Radiant Electric Cooperative, Inc.· 

July 19, 1991 

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

Gentlemen: 

In Ref: Federal Register·publishing FAR Case 91-13 

Exception is taken to a portion of_your proposed ruling, 52.241-13 
Capital Credits a·s follows: 

Item (a) references consistency in by-laws in the administration and 
payment of capital c·redi ts by specifing method of time payment as 
the bylaws would direct. 

The above, item (a) is an acceptable condition. 

Item (b) specifically changes item (a) by directing a specific 
time by which notice shall be made and ordering that a specific 
named time stated for the r.efund to be made. 

The above (b), is NOT an acceptable condition and is in conflict 
with rules of Internal Revenues Service which has already specified 
a time for issuing notice o~ Capital Credits and the· rules of Rural 
Electrification Administration, U.S. Department of Agriculture place 
·limitations on when a refund· may be made. The proposal is in conflict 
with item· (a) which allows by-laws to provide orderly management 
of Capital Credits. · 

Item (c) contains a demand statement requiring immediate payment 
of Capital Credits or application to a specified account. 

The above (c) also is NOT acceptable assit also is in conflict with 
item (a) which provides for orderly management of Credits··under 
pre.sently existing rules of Rural Electrificaiton Administration, 
u.s~ Department.of Agriculture. It also attempts to establish 

. authoritarian rule of a u.s. Government agency to give pre.ferential 
treatment over other owners of capital credits. 



Radiant Electric Coope-rative, Inc. ~ 1-13-'II;J 
I 

Item (d) further specifies the a "certified check" be issued 
in payment of the capital credits. • 

The above (d), issuing of certified pheck is NOT an acceptable 
practice as it is a more costly procedure and will create an undue 
cost burden upon the cooperative utility issuing the check. 

Cor~gj.ally, 
. /,,· . ~ .., ~~ 

~' . i/;~~~il /!li~l /L/ 
Carl Sederlund 
Manager 

CS/af 

• 



:::.x.NO ·i01l968·3319 
PHO~E t701) 968·.3314 

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

Re:· FAR Case 91-13 

Gentlemen: 

;::~ c sex oca 
CANDC. ~ORTM JAKOTA 5e3~J 

July 19, 1991 

It has come to our attention. that the General Services Administration has published a 
proposed rule (56 Federal Register 23982) on the acquisition of electric service from 
cooperative utilities. Especially troubling is Section 52.241-13 Capital Credits, 
particularly paragraphs (b) and (c). 

Paragraph (b) states that within 60 days after the close of the Contractor's fiscal year, 
the Contractor shall furnish to the Contracting Officer, or the designated represent~tive 

·of the Contracting Officer, in writing a list of acc~ed_ credits by contract. number, 
year, · and delivery point. We have no problem furnishing information relative to the 
contract for the current year's operations, but would find it burdensome to have to 
report the prior··period's accrued credits each year. That information is and will be 
available upon request, but is seems ~excessive requirement to repetitively report the 
same information year after year. · 

Paragraph (b) also states that the Contractor shall state the amount of capital credits to 
be paid to the Government and the date the payment is to be made. We presently · 
furnish the member with the .amount of capital credits to be paid, but we are unable to 
report the date payment will be made. Baker Electric Cooperative's mortgage 
agreements with the Rural Electrification Administration (REA) and the National 
Rural Utilities· Cooperative Finance Corporation (NRUCFC) require prior approval 
from them for the retirement of patronage capital. There is no way that Baker 
Electric Cooperative would be able to commit in advance to the retirement of 
patronage capital without the Rural Electrification Administration's approval. S~ch a 
requirement would be an example of one agency df the ;Federal Government lltaking 
requirements of a contractor that another agency of the Federal Government will not 
allow the contractor to fulfill. 

. J\JL 2 2 \991 
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Paragraph (c) states that upon termination or expiration of the 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. I would 
refer you·-again to the mortgage requirements that exist between cooperativ~ utilities 
and the Rural Electrification Administration. those mortgage agreements require the 
prior approval by REA of any general patronage capital refunds . 

. It is also stated in the Baker Electric C.ooperative By~Laws that any retirements of 
capital shall be made in order of priority according to ·the year in which_ the capital 
was furnished and credited, the capital first received by the Cooperative being first 
retired. For the Federal Government to require the· retirement of patronage capital on 
any schedule other than that used for all members, would put the Government in an 
unfair advantage, and could require additional equity contributions to be made by 
others to make up for that refunded to the Government. 

Thank you for your consid~rations. 

Very truly yours, 

pencer 
General Manager 
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July 19, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Street NW, Room #4041 
Washington, D.C. ~0405 

Ri: PAR Case 91-13 

To thos.e in charge, 

I am writing on behalf of North Dakota's rural electric cooperatives_to express 
our opposition to the proposed rule regarding capital credit payments to the 
federal government. our statewide trade association, which represents each of 
North Dakota's locally-owned distribution cooperatives that serve some 76,000 
con•umers, opposes this proposed rule on the grounds that it is unfair. 

The plan is unfair because it violates a founding principle of doing business as a 
cooperative. That principle is this: All members of the cooperative are treated 
equally. 

For t~~ government t~ say that it deserves special recognition or treatment is 
just not right. Why should the other members of the cooperative essentially bear 
a greater financial burden just because the government wants its capital credits 
paid ~ediately upon termination of any contract. We've lost thousands of 
farmers and ranchers ~ver the past twenty years in this state. But just becaus~ 
these people have been forced out of business and are no longer customers does not 
mean they receive immediate payment of capital credits. In cooperatives, local 
boards make the decision as to when capital credits should be paid. 

The other reason we oppose this plan has to do with federal policy. In your 
proposed rule, you essentially ask that we make immediate payment of capital 
credits upon termination of a contract. But our primary banker, the Rural 
Electrification Administration (REA)--within the United States Department of 
Aqriculture--ia .. nding the word down that it is going to clamp down on capital 
credit rettr.Daata until •uch time as local cooperatives build equity levels that 
average 40 percent. So even if we wanted to honor your request, RZA would tell 
our cooperative• it'• not possible. I would strongly encourage you to visit with 
RBA official•~o get a better understanding of when and how they ~pprove capital 
credit retirement•. 

'S 

When you vi•it with RBA, you could also ask about the •petlesa repayment record of 
RoJ:th Dakota'• cooperative•· We've repaid every dollar we•ve borrowed on 
time--some even ahead of ·•chedule. Bach of those payments was made on a business 
check. Rone have bounced. Your. r~est for a· certified check· i• burdenaome. 

Baaed on these reason•, Rorth Dakota•• 20 electric cooperatives respectfully a•k 

JUL 2 2 1991 
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that you rescind this proposed rule.· .The federal government has been paid every 
capital credit dollar that it's due. Our boards and management will continue to 
do well into the future, as the boards and REA ~pprove such retiremen~s. 

Sincerely, 

/J"" --// /~ 
,' lf ~-· ---./ l-·f:-~· 
~--:"bennie Hill, ·I 

Executive vice president 
and general manager 

cc: Manaqers, North Dakota • a 20 RECs 
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Empire . ectr1c . ssociation, nc. . 
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July 19, 1991 

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

RE: · comments FAR case 91-13 

My name is·Neal E. Stephens and I am the General Manager of 
Empire Electric Association, Inc., a rural electric cooperative 
association based in Cortez, Colorado. Empire Electric Association 
is an electric utility providing service to a·pproximately 11, ooo 
members in a 3000 square mile area in the southwest corner of 
Colorado. 

The General services Administration (GSA) recently published 
a proposed rule on the acquisition of services from utilities (56 
Federal Register. 23982.) As part of this rule, the GSA is 
proposing at Section 41. 007 ( j) , lanquage to be ~dded to all 
contracts between Federal facilities and cooperative u~ilities that 
we find troubling. 

The followinq lanquaqe is proposed: 

52.241-13 Capital credits: 

.(a) The Government is a member of the· (cooperative name) 
, and as any other member, is entitledto 

-c-a-p~1~t-a~l----c-r-e~d~1~t-s- consistent with the by-laws of the 
cooperative, which states the obliqation 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 Contractinq Officer, 
or the designated representative of the Contractinq Officer, 
in writing a list of accrued credits by contract number, year, 

n ·~ 2 2 ~9Si 
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and delivery point. Also, the Contractor shall state the 
amount of capital credits to be paid to the Government and the 
date the paym.ent is to be made. · 

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

{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 contract1.ng Officer. 
Checks shall cite the current or last contract number and 
indicated whether the check is partial or final payment 
for all capital credits accrued. 

Under paragraph {a), the proposed language states the 
Government is entitled to capital credits consistent with the 
bylaws of the .cooperative. I am enclosing a copy of Empire 
Electric's by-laws which explains the capital credit entitlement to 
the. Government. Briefly·, at the end -of each fiscal year, the 
amount of capital, if any, furnished by each patron to operate on 
a non-profit basis, is clearly r_eflected ·and credited in an 
appropriate record to· the capital account of each patron. The 
patron will be notified within a reasonable time after the close of 
the fiscal year of the amount of capital credited to his/her 
account. The capi~al is returned in cash on a normal cycle to all 
members and non;..members alike on a FIFO (first in first out) 
rotation cycle. Currently Empire Electric returns credits in cash 
on a 15 to 17 year cycle. 

Paragraph (b) obligates the cooperative to notify the 
Government within 60 days of the close of the fiscal year the 
amount of capital credits and the date the payment is to be made. 
This is not consistent with the by-laws included which allows for 
a reasonable time, not 60 days, and does not commit the cooperative 
to a date the credits will be paid. As I explained, the current 
cycle is from 15 to 17 years and payment is made on.the basis of 
financial performance of the cooperative in the year the credit is 
returned in cash. There is no way to pre-determine financial 
performance 15 to 17 years from now. For this reason alone, 

· paragraph (b) should be eliminated. 
~ -.. :. 

Paragraph (c) again states the G,overnment is· to be afforded 
special treatment not afforded to other members of Empire 
Electric. It states that upon termination or expiration of the 
contract, unless otherwise -directed, the Contractor i's to make 
payment for the unpaid credit. As I explained befo~e, this is not 
consist.ent with the by-laws of Empire Electric. In fact, Empire 
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does n6t pay deceased patron estates in cash.· They are paid on the 
same rotation cycle as every other patron. Paragraph_(c) should be 
eliminated for this reason. 

Paragraph (d) requires the current or last contract number to 
be printed on the refund check. Empire Electric provides electric 
service to several agencies of the Go.vernment including but not 
limited t~ the Bureau of Reclamation, Western Area Power 
Administration, The National Park Service, The Bureau of Land 
Management, The National Forest Servfce, and White Sands Missile 
Range. Electric service ranges from electric service to an 
outhouse to wheeling contracts. Some are under specific contract, 
some are not. To implement a requirement stated in this·paragraph 
is not realistic and is unduly burdensome. It would also require 
a subst~ntial investment to set up software to administer it. 
Again, Paragraph (d) is not consistent with Empire's laws and 
should be eliminated. 

It is painfully obvious that the author of 52.241-13 Capital 
Credits conducted no research and penned the language from some 
desk in W~shington, D.C. The language clearly violates cooperative 
principles and is discriminatory because it afforcis the Government 
special treatment not afforded to other equal members of 
cooperatives. Where paragraph . (a) states the Government is 
entitled to capital credits consistent with the by-laws of the 
cooperative they try to define a version of consistency in 
paragraphs (b), (c), and (d) which clearly is inconsistent with 
paragraph (a.) and further inconsistent with the enclosed bylaws of 
Empire Electric Association. 

Take action and stop this proposed discriminatory and 
burdensome practice by eliminating paragraphs (b), (c), and (d). 
Paragraph (a) accomplishes the goal by itself, that the Government 
is entitted to c·apital credits consistent with the bylaws of the 
cooperative like any other member of the cooperative. 

Contact me anytime if the GSA wishes to discuss these comments 
in more detail. 

Sincerely, 

EMPIRE ELECTRIC AS OCIATION, INC • 

Neal E. Stephens 
General Manager 

NES/dp 
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ARTICLE 

MEMBERS 

Section 1· 

QUAUF1CA TIONS AND OBliGATIONS 

Any person, firm, c~mxnation or body politic may become a member in the 
cooperative by: -·--- -

(a) Paying the membership fee hereinafter specified; 

(b) Agreeing to purchase from the Cooperative electric energy hereinafter 
specified, and • 

(c) Agreeing to comply with and be bound by the certificate of incorporation 
and these by-laws and any amendments thereto and such rules and 
regulations as may from time to time be adopted by the board of 
directors. · · 

Provided, however. that no person, firm, corporation or body politic shall be· 
come a member unless and until he or it has been accepted for membership 
by the Board of Directors or the members. At each meeting of the members 
held subsequent to the expiration of a period of six (6) months from the date of 
incorporation of the Cooperative all share subscriptions and applications for 
membership (hereinafter called "application for membership•) received more 
than ninety days prior to such meeting ~d which have not been accepted by 
the Board of Directors shall be submitted by the Board of Directors to such 
meeting of members, and subject to compliance by the applicant with the con­
ditions setforth in subdivisions (a), (b), and (c) of this section, such application 
for membership may be accepted by a vote of the members at such meeting. 
The Secretary shall give any such applicant at.least teA ( 1 0) days prior notice 
of the date of the members' meeting to which his applic.ation will be submitted 
and such applicant may be present and heard at the meeting. No person, firm, 
corporation or body politic may own more than one (1) membership in· the 
Cooperative. 

A husband and wife may jointly become a member and their application for 
a joint membership may be accepted in accordance with the foregoing provi­
sions of this section provided the husband and wife comply jointly with the pro­
visions of the above subdivisions (a), (b), and (c) . 

• 



Section 2 

MEMBERSHIP FEE 

The par vaiue of a share of stock (here1natter called the ··memoership ~ee") 
shall be ss.o·c. the payment of which shall make the member eligible for 
electric services. 
(As Amended March 22. 1980) 

Section 3 

PURCHASE OF ELECTRICAL ENERGY 

Each member shall, as soon as electric energy shall be available, purchase 
from the Cooperative all electric energy used on the premises specified in his 
application for membership, except energy generated on the premises for 
consumer's own use, and shall pay therefor monthly, at rates which shall from 
time to time be fixed by the Board of Directors. It is expressly understood that 
amounts paid for electric energy in excess of the cost of service are furnished 
by members as capital, and each member shall be credited with the capital so 
furnished as provided in the By-laws. Each member shall pay to the Coopera· 

. tive such minimum amount per month, regardless of the amount of electric 
energy consumed, as shall be foced by the Board of Directors from time to 
time. Each member shall also pay all amounts owed by him to the Cooperative 
as and when the same shall become due and payable. 

(As Amended March 20, 1982) 

Section 3-A 

PURCHASE 9F ELECTRICAL ENERGY BY NON-MEMBERS 

The Cooperative may furnish electric energy to non-members. Payment of 
a $5.00 fee in lieu of membership shall make the non-member eligible for 
electric service. (As Amended March 22. 1980) 

S.Ctlon 4 

NON-UABIUTY FOR DEBTS OF THE COOPERAnVE 

The private property of the members of the Cooper.ative shall be exempt 
from exeaJtion for the debts of the Cooperative and no member shall be indi· 
vidually liable or·responsible for any debts or liabilities of the Cooperative. 

Section 5. 

EXPULSION OF MEMBERS AND SURRENDER OF 
SHARE CERTlFICA TES 

The Board of Directors may, by the affirmative vote of not less than two· 
thirds (2/.3) of the members thereof, expel any membt!lr and cause his share 
certificate (hereinafter called "membership certificatej to be surrended if such 
member shall have violated or refused to C:Omply with any of the provisions of 

2 
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the Certificate of Association of the Cooperative, or these By-Laws or any 
rules or regulations adopted from time to time by the Board of Directors. The 
~embersh1p certificate. so surrendereo. shall becanceiled by the Board cf Dl· 
~e~ors. Any member so expeileo. ar.c whose membersh.p certificate r.as 
oeen surrendered, may be re1nstated as a member by vote of the members at 
any annual or special meeting. The action-of the members with respect to any 
such reinstatement shall be final. 

Section 6 

WITHDRAWAL OF MEMBERSHIP 

Any member may withdraw from membership upon payment in full of aU 
debts and liabilities of such member to the Cooperative and upon compliance 
with such terms and conditions as the Board of Directors may prescribe. 

Section 7 

TRANSFER AND TERMINATION OF MEMBERSHIP 

(a) Membership in the Cooperative and a certificate representing the 
same, shaU not be transferabfe except as hereinafter otherwise provided, and 
upon the death, cessation of existence, explusion or withdrawal of a member, 
the membership of such member shall thereupon terminate, and the certifi­
cate of membership of such member shall be. surrendered forthwith to the 
Cooperative. Termination of membership in any manner shall not release the 
member from the debts or liabilities of such . member of the· Cooperative. 

(b) A membership may be transferred by a member to himself or herself 
and his or her spouse, as the case may be, jointly upon the written request of 
sucn member and compliance by such husband and wife jointly with the provi· 
sions of subdivisions (b) and (c) of Section 1 of this article. Such transfer shall 
be made and recorded on the books of the Cooperative and ~ch joint mem­
bership noted on the original certificate representing the membership so 
transferred. 

(c) When a membership is held· jointly by a husband and wife, upon the 
death of either, such membership shall be deemed to be held solely by the sur­
vivor with the same effect as though such membership had been originally 
issued solely to him or her, as the case may be, and the joint membership cer­
tificate may be surrendered by the survivor and upon the recording of such 
death on the books of the Cooperative, certificate may be reissued to and in 
the name of such survivor; provided, however, that the estate of the deceased 
shall not be released from any membership debts or liabilities to the 
Cooperative. 

3 



. Section 8 

REMOVAL· OF DIRECTORS AND OFFICERS 

Any member may bring one or more charges for cause against any one or 
more directors and may request the removal of such director(s) by reason 
thereof by filing with the Secretary such charge(s) in writing together with a 
petition signed by not less than ten (1 0%) percent of the then-total members of 
the Cooperative. which petition calls for a special member meeting the stated 
purpose of which shall be to hear and act upon such charge(s) and, if one or 
more directors are recalled, to elect their successor(s), and which specifies 
the place, time and date thereof not more than forty-five (45) days after the til· 
ing of such petition or requests that the matter be acted upon at the subse· 
quent annuat member meeting if ~uch meeting will be held no sooner than 
forty five (45) days after the· filing ol such petition. Each page of the petition 
shall, in the forepart thereof, state the name(s) and address(es) of the mem­
ber(s) filing such charge(s), a verbatim statement of such charge(s) and the 
name(s) of the direi:tor(s) against whom such charge(s) is( are) being made. 
The petition shall be signed by each member in the same name as he is billed 
by the Cooperative and shaJI state the signatory's address as the same ap­
pears on such billings. Notice of such charge(s) verbatim, of the director(s) · 
against whom the charge(s) have been made, of the member(s) filing the 
charge(s) and the purpose of the meeting shall be contained in the notfc:a of 
the meeting, or separately noticed to the members not less than ten (1 0) days 
prior to the member meeting at which the matter will be aded upon: PRO­
VIDED, that the notice shall set forth (in alphabetical order) only twenty (20) of 
the names of the members filing one or more charges if twenty (20) or more 
member's file the same charge(s) against the same director(s). Such direc· 
tor(s) shall be informed in writing of the charge(s) after they have been validly 
filed and at least twenty (20) days prior to the meeting of the members at which 
the charge(s) are to be considered, and shall have an opportunity at the meet· 

· ing to be heard in person, by witnesses, by counsel or any combination of 
such, and to present evidence in respect of the charge(s): and the person(s) 
bringing the charge(s) shaU have the same opportunity, but must be heard 
first. The question of the removaJ of such director(s) shall~ separately for each 
if more. than one has been charged, be considered and yoted upon at such 
meeting, and any vacancy created by such removal shall be filled by vote of 
the members at such meeting without compliance with the foregoing provi­
sions with respect to nominations, except that nominations shall be made from 
the floor. PROVIDED, that the question of the removal of a direc:tor shaJI not be 
voted upon at all unless some evidence in support of the charge(s) against him 
shall have been presented during the meeting through oral statements, docu· 
ments or otherwise. A newty etected director shaU be from or with respect to 
the same Diredorate Distrid as was the diredor whose office he succeeds 
and shall serve the unexpired portion of the ·removed director's term. 

· (As Amended April 20, 1985) 
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ARTICLE II 

MEETlNGS OF MEMBERS 

Section 1 

ANNUAL MEEllNG 

The annual meeting of the members shall be he~ at such place In the Color-· · 
ado or Utah Certified Service Area of the Cooperative and at such time as may 
be selected by the Board of Directors of Empire Electric Association, Inc., and 
at such meeting an business property coming before the stockholders shall be 
transacted, including the election of directors and the consideration of reports 
of the officers of said company. Failure to hold the annual meeting at the d• 
signated time shan not work a forfeiture or dissolution of the Cooperative. 

(As Amended September 27, 1986) 

Section 2 

SPECIAL MEETINGS 

Speciat meetings of the members may be called by at least six (6) Oireclors 
or upon a written request signed by at least 10 per centum (1CWo) of all the 
members and it shall thereupon be the dutY of the Secretary to cause notice of 
such meeting to be given as hereinafter provided. SpeciaJ meetings of the 
members may be held at any place within the Colorado or Utah Certified Ser­
vice Area of the Cooperative specified in the notice of the Special meet-
ing. (As Amended March' 20, 1982) 

Section 3 

NOnCE OF IIEIIBEAS' MEETINGS 

Public notice of the time and place of the holding of each meeting shall be 
published not less than ten (1 0) nor more than thirty (30) days previous thereto 
in the newspaper printed in the county where the principaJ office of the 
Cooperative is located, and if there be no ·such newspaper printed in the 
ccunty where the principal office of the Cooperative is located, then a news­
paper printed in an adjoining c:ounty. Written or printed notice stating the 
place, day and hour of the meeting, and in case of a s~ai meeting, the pur­
pose or purposes for .which the meeting is caUed shaU also be delivered not 
less than thirty (30) days before the date of the meeting, either personaUy or by 
mail, by or at the direction of the Secretary, or by the perso·ns calling the meet· 
ing, to each member: and no business shaU be transacted at such special 
meeting except as shall be mentioned in the notice. If mailed, such notice shaU 
be deemed to be delivered when deposited in the United States Mail, 
~dressed to the member at his address as it appears on the records of the 
Cooperative, with postage thereon paid. The failure of any member to reeeive 
notice of an annuaj or speciai meeting of the me~bers shall not invalidate any 
action which may be taken by the members at any such meeting. 

(As Amended March 26, 1977) 
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Section 5 

vonNG 
Each member shall be entitled to only one ( 1) vote upon each matter sub· 

mitted to a vote at a meeting of the members. All questions shall be decided by 
a vote of a majority of the members voting thereon in person except as other· 
wise provided by law, the Certificate of Incorporation or these By-laws. 

Each member of the Cooperative shall be entitled to vote either at a meeting 
held for such purpose or by mail. Mail voting shall be in writing on ballots pro­
vided by the Cooperative and shall be received by the Cooperative not less 
than five (5) days prior the the scheduled membership meeting. · 

The Secretary shall be responsible for mailing with the notice of the meet­
ing, or separately, but at least fifteen ( 1 5) days before the date of the meeting, 
the official ballot for voting on said issue(s). Such mailing shall be to all mem­
bers of the Cooperative and may be with or part of the ballot for the election of 
directors. 

The mail ballot shall be voted by the member, placed in a special envelope 
provided for'the purpose so as to conceal the markfng of the ballot, deposited 
in a return er,1Velope, which must be properly signed or executed by thevotirig 
member, and mailed back to the Cooperative. Envelopes containing mail.bal· 
lots shall· remain sealed and uncounted until the scheduled membership 
meeting. 

The presence of a member at the. meeting of the members shall revoke a 
mail vote theretofore executed by such member and such member shall be 
entitled to vote at such meeting in the same manner and with the same effect 
as if such member had not voted by mail. Voting by proxy or cumulative voting 
shall be prohibited. 

Manner of voting on all issues including election of directors: Natural per­
sons may vote their membership by mail or by being personally present at the 
meeting. A partnership may vote its membership by any general partner, lim· 
ited partnerships may vote by the vote of any general partner. 

Corporations, associations, churches, school districts, and government 
subdivisions may vote their membership by mail by properly executing a certi­
fication which shall be on the return envelope. These entities may vote said 
ballot in person by the presence of an officer of. the entity. provided there is a 
properly executed and signed resolution from the entity :_thor= zing the ·-older 
of the same to withdraw the mail-ballot for purposes~· :ting a! tre ~eeting 

Trusts and Estates: A personal representative for an o:r:. ~~: c ~a :rustee for a 
trust may vote the estate or trust membership by executing a written ballot i_n 
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the proper name of the estate or the trust. That same personal representative 
or t~stee.may withdraw the written ballot if'that persor. is cresent at the meet· 
~~- Sa1d cerson shall be entitled to vote at s~c~ ..... eet:~g ~~ :~e same ~ar.r.er 
arc: w1:n :r"~e sarr.e eHec~ as :t s~c:-: memoer !"':ao not woteo oy :"!1ali. 

In :he case of a mail ballot and 1ts subsequent revocation. or i,·the case of a 
member appearing in person for the meeting, the Cooperative reserves the 
right to _request proper identification of any individual so voting or to request 
such evidence as is necessary to establish the authority of a natural person's 
'lght to vote the membership of any ent1ty not a natural person. 

If a jo1nt membership is held. such membership shall be entitled to one ( 1) 

vote and no more upon each matter submitted to a vote at a meeting of the 
members. (As Amended April 23, 1 988) 

Section 6 

ORDER OF BUSINESS 

The order of business at the annual meeting of the members and, so far as 
possible, at all other meetings of the members, shall be essentially as follows, 
axcapi the Board of Directors or the members themselves may from time to 
time establish a different order of business forth a purpose of assuring the ear· · 
liar consideration of an action uP.:,n allY item of business the transaction of 
which is necessary or desirable in advance of any other item of business pro· 
vided that no business except election of directors and adjournment of the 
meeting to another time and place may be transaded until and unless the ex­
istence of a quorum is first established. 

1. Report on the number of members present in order to determine the ex­
istence of a quorum. 

2. -Reading of the notice of the meeting and proof of the due publication or 
mailing thereof, or the waiver or waivers of notice of the meetin_g, as the 
case may· be. · · 

3~ Reading of the unapproved minutes of previous meetings of the mem­
bers and the taking of necessary adion thereon. 

4. Presentation and co·nsideration of· reports ·of officers, directors and 
committees. 

5. Election of Board members. The Election Committee shall tabulate the 
ballots, certify the election results and give public notice of the results 
within five (5) days following the election·. 

6. Unfinished business. 

7. New business. 

8. Adjournment. 
(As Amended September 27, 1.986) 
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ARTICLE Ill 

DIRECTORS 

Section 1 

GENERAL POWERS 

The business and affairs of the Cooperative shall be managed by a Board of 
ten ( 1 0) Directors wh1ch shall exercise all of. the powers of the Cooperative in· 
eluding the aUthority in its sole discretion to place any issue on the ballot at any 
regular or specially called membership meeting, except such as are by law or 
by the Certificate of Incorporation of the Cooperative or by these By-laws con· 
ferrad upon .or reserved to the members. (As Amended April_ ~~ ... 1 988) · 

Seeton 2 

QUAUFICAnONS AND TENURE 

At the general election of stockholders to be held February 27, 1960, there 
shall be elected ten directors of this AssOciation by baJiot, by and from the 
members, to serve,· until their successors shaJI have been elected and shaJI 
have qualified, subject to the provisions of these by-laws with respect to re­
moval of Directors, from the districts as set forth in Section 3 of Article Ill. At the 
organization meeting of the Board of Directors to be held following the said an· 
nual meeting of February 27, ·1960,· the directors shall then select from their 
members.hip three persons to serve as director for a term of four years, three 
directors to serve for a term of three years, two directors to serve for ·a term of 
two years, and two directors to serve for a term of one year. Commencing with 
the annual meeting in February, 1961, there shall be elected two directors to 
serve for a term of four years; in the next succeeding election in February, 
1962, there shall be two directors elected to serve for a term of four years; in 
the annuaJ meeting of 1963, there shaJI be elected three directors to.serve for a 
term of four years, and in the annual meeting of February, 1964, there shall be 

· elected three directors to serve for a term of four years and at each annual 
meeting held thereafter, there shall be an election. to fill the offices of those di· 
rectors whose terms have expired that year. Said persons to be elected for a 
term of four years. No member shaJI be eligible to become or remain a director, 
or to hold any position of trust in the Cooperative who is not a member of the 
Association, and a bona fide resident of the partiaJiar district which he is to 
represent, or who is in any way employed by or financially interested in a com­
peting enterprise or business selling eleCtric anergy or supplies to the 
Cooperative, or a business primarily engaged in selling eleCtrical or plumbing 
appliances, fixtures or supplies to the members of the Cooperative. When a 
membership is held jointly by a husband and wife, either one, but not both, 
may be elected a Director, provided hoWever, that neither one shaJI be eligible 
to become or remain a Director or to hold a position of trust in the Cocperative 
unless both shall meet the qualifications above set forth. Nothing in this sec­
tic;m contained shall, or shaJI be construed to, affed in any manner the validity 
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of any action taken at any meeting of the Board of ~irec~ors. . · 
Upon establishment of the fact that a board member 1s noiC::'Ig ~re oH:ce ot 

Director 1n v1olation of any of the foregoing proviSions. the board shall remove 
such board member from office. (As Amended March 17, 1973) 

Section 3 

VOTING OISTRJCTS 

q ,.,,:,..qf) 

The territory served or to be served is hereby divided into 10 districts, and 
each district shall be represented by one director. 

Not less than one hundred twenty ( 120) days before any meeting of the mem- -
bers at which directors are to be elected, the Board of Directors shall review 
the composition of the several districts and if it should be found that inequali­
ties in representation have developed which can be corrected by a radefinea­
tion of districts, the Board of Directors shall r8CX)nstitute the distrids so ~hat 
each shall have as nearty as possi~e equality of representation. In case of ex­
tensions into territory not included in any district members thereof shall be 
deemed to reside in that number District the boundary line of which is closest · 
to such member's premises. 

The Board of Directors shalf cause an updated map of revised Director Dis­
tricts and a written 4escription of such Director Districts to be available for 
public review at the offices of Empire Electric Association, Inc., 801 North 
Broadway, Cortez, Colorado. 

(As Amended September 27, 1986) 

Section 3-A 

NOMINA noN OF DIRECTORS 

Nominations for Director to serve on the Board of Directors shall be by writ­
ten petition only. Any petition for nomination shatl be in writing and be signed 
by not less than fifteen ( 15) memberS of the Association who reside in the Dis­
trict for which the nomination is made. The Association will furnish official peti· 
tion forms for this purpose. The official petition shaU designate the nam~ of the 
nominee, the term for which the n.:)minee is being nominated and the Director 
District for which the nomination is made. 

All nominating petitions shall be filed at the office of the Cooperative with the 
Secretary at least forty-five (45) days but not more than ninety (90) days be· 
fore the meeting at which Board Members are to be elected. 

The Secretary shall post all nominations thus made at the principal office of 
the Cooperative at least forty-five (45) days before the meeting. 

Nominations by petition will be the exclusive method of nominaton. 
·- (As Amended September 27,. 1986) 
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Section 3-B 

ELECTION OF DIRECTORS 

i:acn ~er'T'oer or me Cooperative shall be ent1t1ea ~o vote 1n !he e!ec~1cn of 
d1rectors e1ther at a meet1ng held for such purpose or oy mali. Mall votmg snail 
-:e :"! wr·N·g or oa1ICts orov1ded by the Coooerat!'le and shall be ~ece1veo oy 
-.,:. ·:.::c:.e'a!·ve -c: ess than five 1S1 days :::wcr ~o :""e e;e~iOi: ~f ocard 
-,;--oe·os 

:-:;e Sec~e!ary snail be responsible for ma1iing w1th the notice of :1'1e meet­
rng, or separately, but at least fifteen ( 15) days before the date of the meeting, 
the official ballot for election of board members with the names and addresses 
of candidates nominated and the director district for which nominated. Such 
mailing shall- be to all members of the Association. 

The mail ballot shall be voted by the member, placed in a special envelope 
provided for the purpose so as to conceal the marking of the ballot, deposited 
in a return envelope which must be signed by the voting member, and mailed 
back to the Association. Envelopes containing mail ballots shall remain seal· 
ed and uncounted until the meeting held for the purpose of electing the Board 
of Directors. 

The presence of a member at a meeting of the members shall revoke a mail 
vote theretofore executed by such member, and suCh member shall be en­
titled to vote at such meeting in the same manner and with the same effeCt as if. 
such member had not voted by mail. 

Voting for directors on the Board of Directors bY proxy or cumulative voting 
shall be prohibited. 

(As Amended April 23, 1988) 

Section 4 

VACANCIES 

Subject to the provisions of the By-Laws, with rasped to the removal of di· 
rectors, vacancies oca.arring in the Board of Directors stiall be filled by a major· 
ity vote of the remaining directors, and directors thus etected shall serve until 
the next annual meeting of the members or until their successors shall have 
been elected and sh~ll have qualified. The members selected to fill a vacancy 
on the Board of Directors must reside in the same district as the director to 
whose office .he succeeds. -- (As Amended April 6, 1944) 
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Section 5 

COMPENSATION 

Directors as such shall not receive any salary for their services. but by Re­
solution of the Board of Directors a fixed sum and expenses of attendance. if 
any. may be allowed for attendance at each meeting of the Board of Directors. 
and such reasonable expenses entailed in attending State. Regional. and Na­
~icnal meetings. Except in ~mergencies, no Director shall receive compensa­
tion for serving the Cooperative in any other capacity, nor shall any close rela­
tive of a· Director receive compensation for serving the Cooperative unless 
such ccmpen~aton shall be specifically authorized by a vote of the mem-
bers. (As Amended February 26, , 965) 

Section 6 

RULES AND REGULAnONS 

The Board of Directors shall have power to make and adopt such rules and 
regulations, not inconsistent with law, the Certificate of Incorporation of the 
Cooperative or these By-Laws, as it may deem advisable for the manage­
ment, administration and regulation of the business and affairs of the 
Cooperative. 

Section 7 

ACCOUNTING SYSTEM AND REPORTS 

The Board of Directors shall cause to be established and maintained a com­
plete accounting system, which, among other things, subject to applicable 
laws and .rules and regulations of any regulatory body, shall conform to such 
acccunting system as may from time to tjme be 'designated by the Administra­
tor of the Rural Elec::trification Administration of the United States of America. 
The Board of Directors shall also, after the close of each fisca.l year, cause to 
be made.by a Certified Public Accountant a full and complete audit of the ac­
counts, books and financial condition of the Cooperative. A report of such au­
dit shall be submitted to the members at the following annual meeting. 

(As Amended March 17, 1973 and March 26, ,977) 
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Section 8 

CHANGE IN RATES 

Wr:tten ~ottce s,.,ail be gtven to the Admtntstrator of the Rural E!ectrtftcatton 
Admtnistration of the United States of America, National Rural Utilities 
Cooperative Finance Corporation or any other lender of the Cooperative not­
ess thar'l ~'nety \90) days prior to the date upon which any proposed changes 
.... :,.,e r~tes c~argeo by the Cooperattve for electric energy becomes eHective 
except ~ .. at ·Nr:!~en or public notice shall be gtven to cons;..mers not :ess than 
:r.irty l30) days pnorto the date upon which any proposed change tn rates, ex­
tension policies or rules and regulations are to become effective. 

(As Amended September 27, 1986) 

ARTICLE IV 

MEEllNGS OF DIRECTORS 

$ec!lon 1 

REGULAR MEETlNGS 

A regular meeting of the Board of Directors shall be held without notice, im· 
mediately after certification of the election results, for the purpose of electing 
officers as provided for in these bylaws. A regular meeting of the Board of Di· 
rectors shall also be held monthly at such time and place within the Colorado 
or Utah Certificated Area of the Cooperative as designated by the Board of"Di· 
rectors, upon notice to be given as hereinatter provided. 

All meeting·s of the Coo~ratives are declared to be open meetings and 
open to the members. consumers and news media at all times: but the· 
Cooperative,_·by a two-thirds affirmative vote of the board members present, 
may go into exeaJtive session for consideration of documents or testimony gi· 
van in confidence, but the Cooperative shall not make final policy deeisions or 
adopt or approve any rsisolution. rule, regulation, or formal action, any con­
tract. or any action calling for the payment of money at any session which is 
closed to the members. consumers and news media. 

Prior to the time the Board of. Directors convenes in executive session, the 
Board shall announce the general topic of the executive session. 

Any action taken contrary to the provisions of this session shall be null and 
· void and without force or effect. 

(As Amended September 2-7, 1986) 
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Section 2 

SPECIAL MEETINGS 

Soec1ai Meetings of the Board may be cailed by the President or any tnree 
3 ~ Q ·ec~crs. ~r.c ~t shail thereuoon be the d~tv of the Secrs!ary ~c cause f"10· 

• ·~.l ... : ·- -::.· ...... ,..s • .., be ..... ,e· ~ as ~ -r-,""a~""' '"'r"''' ceo ~:..- P·es·der• "'r .... .., .. ....-_ ... ':.II''=' .. w :1·•': .t:fc::~_.c;.w'-'w'. tt: . ·\..,; 

::: .:·: ... ~-::;.;·5 C:a!i.~g : .. e ~eet1:"g s"~ · • 1. ~~e t·:'T's a~c :.;:; :• :-e --ee:·-:; . 
. As Ar,e~cs·: Ma·c~ :7. ·.;7::.! 

Section 3 

NOTICE 

Written notice of the time, place and purpose of any meeting of the Board of 
Directors shall be delivered to each board member either personally or by 
mail, by or at the direction of the Secretary, or upon a default by the Secretary, 
by the President or the board member calling the meeting. If mailed, such no­
tice shall be deemed to be delivered when deposited in the United States Mail 
addressed to the board member at his address as it appears on the records of 
the Cooperative, with postage thereon prepaid, at least five (5) days before 
the date of the meeting. 

Notice of the time and place of a meeting of the Board of Directors and a 
copy of the agenda for such meeting shall be posted in every service office 
maintained by the Cooperative at least ten (1 0) days before the meeting. The 
ag_enda shall specifically designate the issues or questions to be discussed, or 
the actions to be taken, at the meeting. Copies of said agenda shall be avail­
able at each service office for members and consumers Notwithstanding this 
paragraph, special meetings are authorized to address emergency situations 
beyond . the control of the· Board of Directors. 

(As Amended September 27, 1986) 

Section 4 

QUORUM. 

A majority of the Board of Directors shall constitute a quorum for the trans­
action of business at any meeting of the Board of Directors, provided, that if 
less than a majority of the directors is present at said meeting, a majority of the 
directors present may adjourn the meeting from time to time without further 
notice. 

ARTICLE V 

OFF1CERS 

Section· 1 
.NUMBER 

The officers of the Cooperative shall be a President, Vice-President, Sec­
retary and Treasurer. The offices of Secretary and of Treasurer may be held 
by the same person. . 

13 

• 



Section 2 

ELECTlON AND TERM OF OFFICE 

The oHicers shail be elected by ballot, annually. by and from the Board of Di· 
redors at the meeting of the goard of Directors held immediately after certifi· 
:ation of the election results following 'the annual meeting of the memoers. If 
·~e e~e~:c:"' of otf:cers shall not be held at such meeting, sl,jcn election shall be 
~e,c as soar. ~~ereafter as conveniently may be. Each officer shall hold offica 
.. mt:! :~e f;rst meeting ot' the Board of Directors following the next succeeding 
annual meeting of the members or until his successor shall have been elected 
and shall have qualified. A vacancy in any office shall be filled by the Board of 
Directors for the unexpired portion of the term. 

(As Amended September 27, 1986) 

Section 3 

REMOVAL 

Any officer or agent elected or appointed by the Board of Directors may be 
removed by the Board of Directors whenever in its judgment the best interests 
of the Cooperative will be served thereby. 

Section 4 

VACANCIES 

Except as otherwise provided in these By-Laws, a vacanCi in any office 
may be filled by tf:le Board of Directors for the unexpired portion of the term. 

Section 5 

PRESIDENT 
The President: 

(a) Shall be the principal executive officer of the Cooperative and shall 
preside at all meetings of the members and of the Board of Directors 

(b) shall sign, with the Secretary, certificates of membership the issue of 
whicn· shall have been authorized by Resolution of the Board of Oirec· 
tors, and may sign any deeds, mortgages, deeds of trust, notes, bonds, 
contracts or other instruments authorized by the Board of Directors to 
be executed except in cases in which the signing and execution thereof 
shall be expressly delegated by the Board of Directors or by these By­
Laws to some other officer or agent of the Cooperative, or shall be re­
quired by law to be otherwise signed or executed and 

.·(c) in general shall perform all duties incident to the office of President and 
such other duties as may be prescribed by the Board of Directors from 
time to time. 
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Section 7 

SECRETARY 

The Secretary shall be responsible for: . 
(a) Keep the minutes of the meetings of the members and the Board cf Di­

rectors in one or more books provided for that purpose: 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

See t~at all notices are duly given in accordance with these By-Laws or 
as required by law; 

Be custodian of the Corporate records and of the seal of the Coopera­
tive and see that the seal of the Cooperativ-e is affixed to all certificates 
of memQership prior to the issue thereof and to all documents. the ex­
ecution of which on behalf of the Cooperative under its .seal is duly au· 
tl'lorized in accordance wi1h the provisions of these By-Laws; 

Keep a register of the post office address of each member which shall 
be furnished to the Secretary by such member: 

Sign wi1h the President certificates of membership. the issue of which 
shall have been authorized by resolution of the Board. of Directors 

Have general charge of the books of the Cooperative in which record of 
the members is kept; 

Keep on file at all times a complete copy of the By-Laws of the Coopera­
tive containing all amendments thereto, which copy shall always be 
open to inspection of any member, and at the expense of the Coo peri;!· 
tive forward a copy of the By-Laws and all amendments thereto to each 
member; and . . 

in general perform all duties incident to the offices of Secretary and such 
other duties as from time to time may be assigned to him by the Board of 
Directors. 

(As Amended March 26, 1977) 
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Section 8 

TREASURER 

The Treasurer shall be responsible for: 
!al . Have charge and custody of and be responsible for all funds and securi­

ties of the Cooperative: 

.b: Rece" .. e ano g1ve receipts for moneys due and payable tc the Coopera­
~;ve from any source whatsoever, and depos1t all swch moneys 1n the 
name of the Cooperative in such bank or banks as shall be selected in 
accordance with the provisions of these By-Laws: and 

(c) In general perform all the duties incident to the office of Treasurer and 
such other duties as tram time to time may be assigned to him by the 
Board of Directors. 

(As Amended March 26, 1 977) 

Section 9 

MANAGER 

The Board of Directors may appoint a manager who may be, but who shall 
not be required to be, a member of the Cooperative. The manager shall per­
form such duties as the Board of Directors may from time to time require of him 
and shall have such authority as the Board of Directors may from time to time 
vest in him. 

SeCtion 10 

BOND OF OFFICERS 

The Board of Directors shall require the Treasurer or any other officer of the 
Cooperative charged with responsibility for the custody of any of its funds or 

. property, to give bond in such sum and with such surety as the Board of Direc­
tors shaH determine. The Board of Directors in its discretion may also require 
any other officer, agent or employee of the Cooperative to give bond in such 
amount and with such surety as it shall determine. 

Section 11 

COMPENSATION 

The compensation, if any, of any officer, agent or employee who is also a 
Director or close relative of a Director, shall be determined by the members, as 
provided elsewhere in these By-Laws, and the powers, duties and CQmpensa­
tion of any other officers, agents and employees shall be fixed by the Board of 
Directors. 
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Sec:.o~ ·.:. 

REPORTS 

- .; :" .:.;·3 :::· ... .:; ·~ :-·::.::-·at1ve sr.1·: s,...or-.: at e=1c~ ar~:...a: t"!"\ee: !'":; :r : .. e 
-..,-·:-:-·~ ·.;,:..--:-: :: . ...;· -; : ... e :x.s ~ess :; :re C.:;coera: ve ~:r :"'e ::-~~·i ::::...s 
·: :..; • ..:;.i.· .:-:; :-·:·~¥ -; :~e s::mc:t;c~ c! :!"e '=.:c::e'·J:·ve ar :~e:: :sa-:::.;:;~ 
t.scai ;'dar 

Section 13 

INDEMNIF1CAT10N OF DIRECTORS, OFFICERS AND EMPLOYEES 

Each director, officer and employee of the Association now or hereafter 
serving as such, shall be indemnified by the Association against any and all 
claims and liabilities, whether civil, criminal, administrative or investigative 
(other than an action by or in the right of the Association) to which he/she has 
or shall·b~me-subject by reason of any action alleged to have been taken, 
omitted, or neglected by him/her, while serving as such, if he/she acted in 
good faith and in such a manner that he/she reasonably believed to be in, or 
not opposed to, the best interests of the Association, and with respect to any 
criminal action of proceedings, he/she had no reasonable cause to believe 
hiS/her conduct was unl~wful; every director, officer or employee shall be in­
damn rued· against all expenses, court costs, expert witness fees, attorney 
fees, judgments, fines and amounts paid in settlement or satisfaction of judg­
ment actually or reasonably incurred by him/her in connection with such ac­
tion, suit or proceeding, provided such director, officer or employee was acting 
within the seope ·of his/her employment at the time the claim arose. 

The Association may purchase and maintain insurance on behalf of any 
person who is or was a director, officer or employee, against a~y liability as­
serted against him/her in any such capacity as stated in the immediately pre­
ceding paragraph indemnification by the Association. will cover all amounts 
above and beyond policy coverage or items not included in coverages. 

The right of indemnification herein.;.above provided for shall not-be exclu­
sive of any rights to which any director. officer or employee of the Association 
may be entitled by law. (As Adopted September 27, 1986) 
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ARTICLE V.l 

:ONTRACTS. CHECKS AND DEPOSITS 

Section , 

CONTRACTS 

. E.xceot 3S :: .. er'NISe ::xc·.;:ded :n these By-Laws. !he Board of Directors may 
autt,or!ze ary c~··.:er cr of~.cers. agent or agents to enter 1nto any contract or 
execute and de1111er any Instrument in the name and on behalf of the Coopera­
tive, and such authority may be general or confined to specific instances. 

Section 2 

CHECKS, DRAFTS, ETC. 

All checks, drafts or other orders for the payment of money, and all notes, 
bonds, or other evidences of indebtedness issued in the name of the Coopera­
tive shall be signed by such officer or officers of the Cooperative and in such 
manner as shaJI from time to time be determined by resolution of the Board of 
Directors. 

Section 3 

DEPOSITS 

All funds of the Cooperative shall be deposited from time to time to the credit 
of the Cooperative in such bank or banks as the Board of Directors may select. 

'ARTICLE VII 

MEMBERSHIP CERTIFICATES 

Section 1 

CERTIFICATES OF MEMBERSHIP 

Membership in the Cooperative shall be evidenced by a certificate of mem-
bership which shall be in such form and shall contain such provisions as shaJI 
be determined by the Board of Directors not contrary to, or inconsistent with, 
the certificate of incorporation of the Cooperative or these By-Laws. Such cer­
tificate shall be signed by the President and the Secretary of the Cooperative 
and the corporate seal shall be affixed thereto. 

18 



Section 2 

ISSUE OF MEMBERSHIP CERTlFICATES 

No memoersro1p certificates shall be •ssued for less ihan ~he membe~sr11p 
fee fixed in these By-Laws. nor until such membership fee 11as been fully paid 
for in cash. and such payment has been deposited with the treasurer. 

Section 3 

LOST CERTlFICATE 

In case of a last, destroyed or mutilated certificate, a new certificate may be 
issued therefor upon such terms and such indemnity to the Cooperative as the 
Board of Directors may prescribe. 

A AT I c·L E V Ill 

NON-PROFIT OP~ATION 

Section 1 

INTEREST ON DIVIDENDS ON CA"PITAL PROHIBITED 

The Cooperative shall at all times be operated on a cooperative non-profit 
basis, for the mutual benefit of its patrons. No interest or dividends shall be 
paid or payable by the Cooperativ~ or any capitaJ furnished by its patrons. 

Section 2 

PATRONAGE CAPITAL IN CONNECTION WITH FURNISHING 
. ELECTRIC ENERGY 

In the furnishing of electric energy, the Cooperative's operations shall be so 
conduded that all patrons, members and· non-members aJike, will, through 
their patronage •. furnish capitaJ for the Cooperative. In order to induce patron­
age, and to assure that the Cooperative will operata on a non-profit basis, the · 
Cooperative is obligated to account on a patronage basis to all Of its patrons, 
members and non-members alike, for all amounts received, ·and receivable 
from the furnishing of electric energy in excess of operating costs and ex­
penses properly chargeable against the furnishing of electric energy. All such 
amounts in excess of operating costs. and expanses at the moment of receipt 
by the .Cooperative are received with the understanding that they are furn­
ished by the patrons, members and non-members alike, as capital. The 
Cooperative is obligated to pay, by credit to a capital account for each patron, 
all such amounts in excess of operating costs and ex-penses. The books and 
records of the Cooperative shall be set up and kept in such manner that at the 
end of each fiscal year, the amount of capital, if any, so furnished by each pat­
ron is clearly refleded and credited in an appropriate record to the capital ac­
count of each patron, and the Cooperative shall, within a reasonable time after 
the close of the fiscal year, notify each patron of the amount of capital so cre­
dited to his account. All such amounts credited to the capitaJ account of any 
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person snail nave the same status as though they r,ad been paid to the patron 
:n cash. in pu'rsuance of a legal obligation to do so: and the patron had then · 
1:.Jr,!S:"'ea the Coooerative corresponding a·mounts of cap1tal. 

·,.. ·-.; ~v~·,..r ::• ~:ss::!·..;tion or !icu,da!iO,., of !:"le Coooerat1ve. ;~er 3il 01..t· 

::: .::··; .. ; · :c:o:~·=~~.:5 :; ~'"'e C.:oo€ra:. -.~e s~a·, :a·1e cee~ :Ja·c. o~..:s~a:c;~g 
.:a:~11a• c~ea1t snail be ret1red w1tnout pr1or:ty on a pro-rata oas1s before any 
payments are made on account of property rights of members. If. at any time, 
:Jrior to the dissolution or liQuidation. the Board of Directors shall determine 
:--:at :he ·:~anc:a1 ccnoltlon of the Cooperative will not be impa~red thereoy. the 
;:;:;.:a. :..,e, c~ec:!eo to patrons· accounts may be ret~red ;r. full cr .r. oart. Any 
:: .... =~ ·a: ·e~ent of cap1tal shall be made'" oraer of pnor1ty. accoroing !O year 
.r. wnicn tne cap1tal was furnished ana credited. the cap1tal first recervea by the 
Cooperative being first retired.ln no event, however, may any such capital be 
retired unless, after the proposed retirement, the capital of the Cooperative 
shall equal at least the amount required by the Rural Electriti.~tion Admi· 
nistration as total assets of the Cooperative. · ··- · · 

When retirement of capital is made pursuant hereto, the Association shall 
have the right to apply all or any part of the capital to be retired against any out· 
standing indebtedness of the patron. 

Capital credited to the account of each patron shall be assignable only on 
the books of the Cooperative, pursuant to written instructions from the assig· 
nor and only to successors in interest, or successors in occupancy in all or part 
of such patron's premises served by the Cooperative, unless the Board of Di­
rectors, acting upon policies of general application shall determine otherwise. 
In the event that a non-member patron shall elect· to become a member of the 
Cooperative, the capital credited to the account of such non-member patron 
shall be applied by the Cooperative toward the payment of a membership fee 
on bebalf of such non-member patron. 

Notwithstanding any other provisions of these By-Laws, the Board of Dirac· 
tors, at its discretion, shall have the power at any time upon the death of any 
patron, who was a natural person, rt the legal representatives of his estate 
shall request in writing, ·that the capital credited to any such patron be retired 
prior to the time such capital would otherwise be retired under the provisions of 
these By-Laws, to retire capital credited to any such patron, immediately upon 
such terms and conditions as the Board of Directors, acting under policies of 
general application, and the legal representatives of such patron's estate shall 
agree upon; provided, however, that the financial condition of the Cooperative 
will not be impaired thereby. . · 

The patrons of the Cooperative, by dealing with the Cooperative, acknow­
ledge that the terms and provisions of the Certificate of Incorporation and By­
Laws shall constitute and be a contract between the Cooperative and each 
patron, and bot~ the Cooperative and the patron are bound by such centrad, 
as fully as though each patron had individually signed a separate instrument 
containing such terms and provisions. The provisions of this Article of the By­
Laws shall be called to the attention of each patron of the Cooperative by post­
ing in a conspicuous place in the Cooperative's office. (As Amended February 
29, 1964 and March 26, 1977) · · 
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Section 3 

PATRONAGE REFUNDS IN CONNECnON 
WITH FURNISHING 

OTHE" SERVICES 

In the event that the Coaperati.ve shOuld engage in the business of furnish· 
ing goods or services other than eledric energy, all amounts received and re­
ceivable therefrom which are in excess of costs and expenses properly 
chargeable against the furnishing of such goods or services shall, insofar as 
permitted bylaw, be prorated annually, on a patronage basis and returned to 

-· ·1hose patrons, members, and non-members alike, from whom such amounts 
were obtained. (As Amended March 1, 1952) 

Section 4 

N011FICA110N OF PATRONAGE CAPITAL CREDITS 

Commencing with the year 1957 and yearly thereafter on or before the_ firSt 
day of July of each year, the Association shall notify each patron of this Associ­
ation by United States Mails, addressed to such patron at his post office ad­
dress as shown on the official records of the Assocation, the amount of his, 
hers or its patronage credits accrued as of January 1 of each year; provided 
that if such notice is returned to the Association, due to the patron having 
moved, being unclaimed or because or insufficient address, then and in such 
event such Capital Credit may be declared forfeited by the Board of Directors 
and under such terms and conditions as they may eled. 

ARTICLE IX 

WAIVER OF NOTI~E 

(Added March 1, 1957) 

Any member or diredor may .waive, in writing any notice of meetings re­
quired to be given by these By-Laws. 
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ARTICLE X 

OISPOSI110N. OF PROPERTY 

The CooperatiVe may not sell, mortgage, lease or otherwise dispose of or 
encumber any of its property other than: 
(a) Property which in the judgement of the Board of Directors neither is nor 

will be necessary or useful in operating and maintaining the Coopera­
tive's system and facilities; provided, however, that all sales of such 
property shall not, in any one ( 1) year exceed in value ten per centum 
(1 0 per cent) of the value of all the property of the Cooperative; 

(b) Services of all kinds, inctuding electric energy; and 

(c) Personal property acquired for resale; unless such sale, mortgage, 
lease or other disposition or enaJmbrance is authorized by the affirma­
tive vote of at least two-thirds (213) of the members, and the notice of 
such proposed sale, mortgage, lease or other disposition or encum­
brance shall have been contained in the notice; provided, however, that 
notwithstanding anything herein c:antained the Board of Directors, with· 
out authorization by the members, shall have full power and authority to 
borrow money from the National Rural Utilities Cooperate Finance Cor­
poration, United States of America. Reconstrudion Finance Corpora­
tion, or ariy agency or instrumentality ther8of, and in c:annection with 
such borrowing to authorize the making and issuance of bonds, notes or 

· other evidences of indebtedness and, to seaJre the payment thereof, to 
authorize the execution and delivery of a mortgage or mortgages, or a 
deed or deeds of trust upon, or the pledging or encumbrancing of any or 
all of the property, assets, rights, privileges, licenses, franchises and 
permits of the Cooperative whether acquired or to be· acquired and 
wherever situated, all ugon such terms and conditions as the Board of 
Directors shall determine. {As Amended February 27, 1971 and April 
28, 1990) 

~AT I C L E X 1. 

FISCAL YEAR 

The fiscal year of the Cooperative shall begin on the first day of January of 
eac_h year and end on the thirty-first day of December of the same year. 
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ARTICLE XII 

MEMBERSHIP IN OTHER ORGANIZATIONS 

The Cooperative shall not become a member of ariy other organization 
without an affim1ative vote of the members at a meeting called as provided in 
these By-Laws, and the notice of said meeting shall specify that action is to be 
taken upon such proposed membership as an item of business. 

The words Many other organization• as used in the preceding paragraph are 
hereby defined to mean •any other competing electrical utility•. (As Amended 
February 24, 1962) 

ARTI-CLE XIII 

SEAL 

The corporate seal of the Cooperative shall be in the form of a circle and 
shall have inscribed thereon the nama of the Cooperative and the words •Cor­
porate Seal, Colorado•. 

ARTICLE XIV 

AMENDMENTS 

These By-Laws may be altered, amended or repealed by a majority of the 
members voting thereon by mail or at the meeting, provided the notice shall 
have contained a copy of the proposed alteration, amendment or repeal. (As 
Amended April 28, 1990) 

BIAIIR PIINTINC CO. 
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~ TRI-STATE GE/VERATION AND TRANSMISSION ASSOCIATION, INC. 
~ 12076 GRANT STREET PO. BOX 33695 DENVER. COLORADO 80233 t30J, 452·6'~· 

General Se·rvices Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 
Washington, o.c. 20405 

·Re: FAR case 91-13 

July 19, 1991 

~ri-State Generation and Transmis$ion Association, Inc. 
respectful.ly. submits two copies of comments in response to a 
request for comments published in the May 24, 1991, F~deral 
Register at page 23892 concerning the above case. 

Tri-State Generation and Transmission Association, Inc. 
is a Colorado generation and ·transmission cooperative formed 
in 1952 to provide safe and reliable electric power at the 
lowest possible cost to its member cooperatives. In such 
capacity Tri-State foresees significant problems that will 
affect its Members in the proposed Section 41. 007 ( j) 
regarding additional language to all contracts .. between 
Federal facilities and cooperative utilities. 

Although this proposed rule does not appear to have a 
direct impact upon Tri-State, Tri-State believes the language 
to be violative of each of our Members' Bylaws. Each Member 
retires capital in order of priority according to the year 

·the capital was furnished and credited, ·on a first-in-first 
out basis, maintaining a multiple year rotation period 
according to its Bylaws. 

Tri-State itself, as a cooperative, maintains a similar 
capital credit retirement program for its Members, the 
distribution cooperatives. To prepay credits would not only 
violate Tri-State's Bylaws but would destroy the fundamental 
fairness of equality which is one hallmark of a cooperative. 
The same consequence would occur with each of our Members if 
they were required to pay a governm~nt agency out of turn.· 

. Tri-State supports no change in capital credit 
retirement policy for government agencies. Each agency would 
still ~eceive its credits but upon the same schedule as all 

JU\.. 2 2 \99t 
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General Services Administration 
July 19, 1991 
Page.2 

other members the .year in which t-hey were earned - 10 or 15 
years later. Equality in the Member/customer class would 
thus be preserved. 

FRK/df 

Yours truly, 

l~ e. I(~ e::::::;> 
Frank R. Knutson · 
General Manaqer · 

AN EQUAL OPPORTUNITY I AFFIRMATIVE ACTION EMPLOYER 



R.S.R. ELECTRIC COOPERATIVE, lNC. 
HIGHWAY 13 WEST. P.O. DRA~VER 158 

MILNOR. NORTH DAKOTA 58060 

July 19, 1991 

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

Dear Sirs·: 

~I~Ja~q'l 

Re: FAR Case 91-13 
Section 52.·241-13 
Section 52.24-8 

The proposed method of processing capital credits disregards c.ommon 
accounting practice and procedures.-

(a) The board of d~rectors of an electric distribution cooperative at 
each year end determines the amount if any· of refunds of capital credits. 
Determi~ing factors such as cash flow, budget projections capital credit 
rotation goals and the Rural Electric Administration (REA) rules govern­
ing payments of capital credits must be considered each fiscal year end. 
The section "which specifies the method and ·time of payment" would be 
unknown when a service contract was being drafted. 

(b) "Within 60 days" should be extended to within 90 days. The fiscal 
year end closing of the accounting record, having on C.P.A. audit and 
then having the results of a year end C.P.A. audit reported to the 
board of directors would require more than 60 days. 

The statement "date the payment is to be made" disregards those conditions 
identified under section (a) above. 

(c) Capital credits are accumulated on one membership irregardless of the 
number of meter locations the member has. The capital credit refunds 
are made when the board of directors determine that it is in the best 
interest of the cooperative and after R.E.A. has approved such cash 
payouts for capital credits. 

(d) For a 50 year period our cooperative has made payments to various 
governmental agencies with a general fund check which will be the case 
in the future. No need is understood for a certified check. 

JUL 2 2 1991 



The pioposed handliog of 5224178 connection charges is 
reasonable business practices. 

r~~re are cooperative ~e~bcrs.~h0 have had the sane ser~i~~ ~0r ~~~~· 

years. Why should the cost to :onnect a new member be born by all the 
existing members? 

The ~onthly electric rates at this cooperative, because of the li~itcd 

number or new members do not include the expense associated with a ~ew 
connect. I suggest that you contracting officers be allowed to negotiate 
with each cooperative utility so that they can learn about the unique 
problems associated with providing electric power when we have about 
one member consumer per mile of power line. 

Sincerely, 

~4-u.(i;~ 
E.L. Brauer, General Manager 
R.S.R. Electric Cooperative 

ELB/pc 



BRIDGER 
VALLEY 
ELECTRIC 
ASSOCIATION 

· . . tJJ--/~e/~ 
P. 0. 8 ox 3 9 9. M.o u n t a in View. W yo m 1 n g 8 2 9 3 9 I '· , 

I 307) 786-2800 

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

RE: FAR Case 91-13 

FAX ;3071 786-4362 

July 19, 1991 

Bridger Valley Electric Association, Inc. is an electric 
_ distribution cooperative serving rural areas of ·uinta and 

sweetwater counties in Wyoming and Daggett and Summit counties in 
Utah. we serve several U.S. government agencies with electric 
utility. servi~e. We are very concerned with the proposed rule 
change currently under consideration as FAR Case 91-13. We hereby 
submit the following _comments regardinq the proposed rule. 

We believe rules mandating contracts covering electric utility 
service are not needed and therefore a waste of time and money. 
There are at least two reasons why this .is so. 

1) In our case the rates charged and the terms of the service 
·provided are governed by the public service commissions of the 
states in which we serve. The rates and terms of service are the 
same for Federal Government agencies as for any other consumer of 
the same class. In most cases a contract is simply of no value 
because the rates and service conditions are dictate·d by the state 
public service commission. · 

2) The Federal Government agencies we serve are located within the 
·exclusive service territory as delineated by the state public 
service commissions. We are the only supplier authorized to 
provide electric utility _service· in these areas. There is 
absolutely no need for a contract because we are only supplier 
available. 

The costs of drawing up, executing, and administrating a contract 
for utility service in these circumstances is totally unwarranted. 
These unnecessary costs impact the Federal Government as well .as 
the local utility • 

• 
We would also like to direct some comments to section 41.007(j) of 
the proposed rules which provides for specific contract language 
regarding capital credits when the Federal Government is a member 
of a cooperative. Paragraph (a) of. the clause at 52.241-13 st·ates 
that 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 

JUL 2 2 1991 
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General Services Adrninistratio:i 
FAR Case 91-13 
July 19, 1991 

and t irne of payment .. " We agree that the by-laws of the cooperative 
should govern the method and time of payment of capital credits. 
Most rural electri~ cooperative by-laws state 'the cooperative's 
obligation to allocate capital credits, but leave the determination 
of when and how they are paid to the policies as established by the 
cooperative's board of directors. 

Paraqraph (b) would be nearly impossible for Bridger Valley 
Electric to comply with. We cannot determine within 60 days after 
the end of our fiscal year the amount ·of accrued capital credits 
due to each of our consumers. In addition, at that time it is not 
known when the capital credits will .be paid. We simply could not 
fUrnish the information r.eqardinq when the capital credits will be 
paid as proscribed by this ~araqraph. 

Paragraphs (c) and (d) · are the most troubling of any of the 
proposed rules. Paragraph· (a) states that the Government should be 
treated the same as any other member of the cooperative in its 
entitlement to capital credits. Paragraphs (c) and (d) then state 
that the GoverRment should receive specific preferential treatment 
in .the payment of capital credits since no other business or agency 
receives a capital credit refund upon termination or expiration of 
the contract. These two paraqraphs would subvert the by-laws of 
the cooperative in determining how and when capital credits are 
paid. · 

The provisions contained in these paraqraphs are not qood public 
policy and may be in violation of state requlatory ql.iidelines 
because of··the preferential treatment they would qive to Federal 
Gov.ernment aqencies. It is simply not fair for the qovernment to 
receive a capital credit payment that all other consumers must wait 
ten or twenty years to rec·ei ve. 

We stronqly urge that Paragraph (b), (c)', and (d) of clause 52.241-
13 be deleted from this rule. Let the.allocation and payment of 
capital credits ~e governed by the by-laws of the cooperative as 
stated in Paragraph (a). If these provisions are left in the final 
rule the .result may that we would refuse 'to siqn contracts to 
provide electric service to the Federal Government. 

Dated this 19th day of July, 1991 

By:,/ &.~;; tv: 
.. F. Danny Ey 

, Finance Manager 
BRIDGER VALLEY ELECTRIC 

ASSOCIATION, INC. 



NORTHERN LIGHTS, Inc. 
•ttr3tfre=fi)el.Q ::-ro:.:til 

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

Sandpoint. Idaho 83864 

~:..lly l9, l99~ 

Re: FAR Case 91-13 

Dear Sir or Madam: 

• 208-263-S 141 

Careful review of the proposed rules found at 23982 Federal 
Register/Vel .. 56. No. 101/Friday, May 24, 1991, appear to be 
nothing more. than an attempt to circumvent federal law. which 
requires "that ·none of the funds appropriated by the Act or any 
other Act with respect to any fiscal year by any department, 
agency, or instrumentality of the United States may be used for the 
purchase of electricity by the Government in any manner that is 
incon~istent with state law governing the providing of electric 
utility service, including state utility commission rulings and 
elective utility franchises or service territories established 
pursuant to state statute, state regulation, or state-approved 
territorial agteements," by requiring contract clauses th~t would 
require many cooperatives to violate their own By-laws, Articles of 
incorporation, state law, and/or provisions in their mortgage 
agreements with the Rural ElectrificationAdministration, National 
Rural Utilities Cooperative Finance Corporation and/or others. 

Starting at 23982 and running through 23987, there are many 
references to Area Wide Contracts, Standard Specification Formats, 
Standard Annual Review Formats, Authorization Forms, Standard Form 
(SF) 26 Award/Contract. However, there are no samples or 
specifications included, so it is impossible to anticipate just·how 
·time consuming this paperwork will be .. no final rules should be 
published until after interested parties have had an opportunity to 

·comment on these items. · 

The proposed· rules state that "The paperwork reduction. Act 
does ·not apply because th.e proposed"* changes to the FAR do not 
impose recordkeeping information collection requirements or 
collection of information from offerors, contractors, or members of 
the public. This ·is a direct contradictiort of the requirements 
under 41.00.4-5 which has: a detailed list of items that will be 
required, m~ny of which will require detailed ~nalysis. 

·t I. 2 2 \991 
A Menwhr·Ownecl lural llecfrfc Cooperative 
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Seccion 4:.oos also requi=es a s~bs~antial amount of paperwork 
. of bot.h· ~he agency desiring service and the utility that will 
supply that service, again·in direct conflict with the statement 
made concerning the Paperwork Reduction Act. 

There are a number of" items under Part 52-Solicitation 
Provisions and Contract Clauses that would force us to refuse to be 
a party to any contract that contained them. They are: 

1• Service Provisions 
(a) Measurement of Service 

( 1) "and read by the -contractor at its expense. " 
We-are a rural electric cooperative serving a large 
area wi.th low density. To hold down costs, our 
members read their own meters and supply them to us. 
This provision would force us to give preferential 
treatment to government installations and would 
~ncrease the costs to our other ~embers. 

( 2) "The . contractor shall read all meters at 
periodic intervals of approximately 30 days, etc." 
Again, we are a low density rural electric 
cooperative and require our members to read their 
meters and supply us with them. As pointed out 
above, this .provision would require preferential 
treatment for government installations at the 
expense of. other members. 

(b) Meter Test 
(1) "test contractor-installed meter• at intervals 
not exceeding one year, etc." Electric meters are 
probably the most accurate and dependable measuring 
device used in a trade or business today. Requiring 
annual testing is absolutely not cost-effective. It 
will only add to the already high costs of system 
operations and.provide no benefit. 

( 2) ( 3) Th.ese two i terns are part of the operating 
requirements. of every electric utility that I am 
familiar with and are not needed in a contract. 

(d) Continuity of Service 
( 1 ):, "or other variatioa of servic~· shall :.aggregate 
more than one hour during any period hereunder, an 
equitable.adjustment shall be made in the monthly 
billing, etc.• Billings for electric service are 
based on the amount of power actually used. During 
outages, no power would be used so there would be no 
bill for power used. For this reason, this clause 
is unnecessary and excess verbiage. 

• 



Genera 1 s er,,:. ce s .:...c:ri.r1.~ s t rat. .:.or: ~-IS-101 
Ju : y : 9 , : 9 9 : 
?age 3 

(2) This section poses a problem in that i~ cou~d 
:.:-a:1sfer costs from :.he government to -=~e o~::e:­
members on an inequitable and discriminatory basis. 
Depending on the circumstances, it could provide for 
preferential treatment of the government at the 
expense of the other members. 

52.241-7 Change in Terms and .conditions of Service for 
Unregulated Suppliers. This entire clause is unacceptable as 
written. It would confer on the government rights and 
privileges not available to. any other members of· the 
cooperative. It would require that the cooperative incur_ 
additional costs for the benefit of the government at the 
expense of the other members. 

Also under item (c), it refers to a Disputes clause, but I can 
find-nothing in these proposed rules to indicate what might be 
required to settle a dispute. Until the proposed procedures 
for settling a dispute -are -published and we have an 
opportunity to comment on them, no final rule should be 
published. 

52. 241-B. Connection Charge. This section again gives 
preferential treatment to the government at the expense of the 
remaining members of the cooperative and, therefore, would be 
totally unacceptable. 

52.241-13 Capital Credits. 
(b) This section would be impossible to comply with. We 
would be unable to ascertain the amount of capital 
credits to be allocated until after the year-end audit is 
completed and the Board of Directors authorizes the 
allocation of capital credits. This would normally 
be somewhere between 120 to 180 days after the close of 
the fiscal year. Also. at this time, we would have 
serious problems trying to list out accrued capital 
credits by contract number, year, and delivery point. At 
the time of the alloca.tion, it would be impossible to 
give a date that the capital credits would be refunded. 
We are currently retiring capital credits acctimulated in 
the early 1970s and attempting to maintain a 20-year 
cycle. However, the retirement of capital credits is at 
the discretion of the Board of Directors after an 
·analysis of the financial condition·of the cooperative 
and a determination that such a retirement will not 
impair the financial integrity of the cooperative. This 
is done annually. · 
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(c) This clause must be eliminated completely as it 
•,,,o u l d r equ ire us to viol ate our 3 y.:.. laws , Art i c l e s o f 
:ncorporation, Idaho. State law, Montana State :aw, 
? :-o v .:.; s i on s o f our r-1 o r-: <;a g ~ .:.. g r e em en t s w i ~ h ~ :: e :::\:..: r a : 
C:J..ectrification Administration and provisions of our 
Mortgage Agreement with National Rural Utilities 
.Cooperative Finance Corporation. 

(d) This clause must also be eliminated completely as it 
would require us to give preferential treatment to the 
government at the expense of the rest of our members. 

LS:blp 

cc: Senator Larry Craig 
Senator Steven Symms 
Senator Max Baucus 
Senator Conrad Burns 
Congressman Larry LaRocco 

·congressman Richard Stallings 
Congressman Ron Marlenee 

· Congressman Pat Williams 
Mike Oldak 
Roy Eiguren 

Sincerely, 

NORTHERN LIGHTS, INC. 

r •• , .... ..:,_ •.._..,._. 

LaVerne Stolz, 

-· . . .. """' ,, ..... ......., I 

Director of Finance & Adm. 



LEv\·ISTC>\ IDAHO ~330 1 

July 19, 1991 

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

Reference: FAR Case 91-13 

Dear sir: 

I ~m writing to urge you to reconsider your proposed rule on the 
acquisition O·f services from utilities (56 Federal Register 
23982). 

Clearwater Power Company is an electrical distribution 
cooperative that is owned by those we serve. Each member of the 
cooperative has one vote. All votes are equal and members 
have the right to attempt to influence the other members to cast 
their vote in their favor. 

No member has the riqht to demand special treatment and 
privileqes for themselves as you are proposing without the 
majority vote of the votinq membership. 

I have enclosed a copy of our By-Laws (amended 11-9-90) for your 
attention. Article II, . Section 5, on Voting, and Article VIII, 
Section 2, on Patronaqe in Connection with Furnishinq Electric 
Energy, should be of special interest .. to you. 

All members, includinq the Government, have had a chance to vote 
on these By-Laws and they work ver;y well for the membership. 

owned by those we serve 
JUl 2 2 1991 
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By-Laws 

of 

CLEARWATER 
POWER 

COMPANY 

''Owned by 
Thaee We 

Serve" 

THE AIM of Clearwater Power C.ompany 
(hereinafter called the ··Cooperative··) 

is to make electric energy available to the 
members at the lowest cost consistent with 

sound economy and good management. 

As Amended November 9, 1990 

••••••••••••••••••••••••••••••••••• 



q 1- 13--1 ()'2, 
Your proposed self-serving rule is not in the best ir:":e!:'"s~:. 
the Government nor the membership; and, I again urge y~'...l 
reconsider your position regarding this matter. 

Sincerely, 

CLEARWATER POWER COMPANY 

/~~:}~; ~ Yl-(}l J/_b:_.y 
J~n H. Pankey /' 
·General Manager -

JHP b 
Enc 
cc Senator Steve Symms · 

Senator Larry Craiq 
Representative Richard Stallinqs 
Representative Larry LaRocco 

2. 

• 
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.&Y·LAWS CJJ-/3-/62. 
ARTICLE I. 

Members 
Section 1. Quallficationa ud Obll1atiou. 

Any pef1on. firm. corporation or body politic may become 
a member in the Cooperative by: 

(a) paying the membership fee hereinafter speci­
fied: 

(b) agreeing to purchase from the Cooperative 
electric anergy as hereiDafter specified; and 

(c) aareeinl to. comply with and be bound by the 
Articles of Incorporation of the Cooperative. 
these By-Lawa and any ameadments thereto, 
and such ru1a. and rqulatiDDa and written 
po1lciat u may from time to time be adopted 
by the Boud of Dtrecton. 

prOvided. bawaver, that DO par1aD. firm. parpcntlaa or body 
palttk: lball t.cama a J:llllllt. UDJ.. aDd UDUl be· ar it bu 
1-. llCCIPted for IIUIDben1Up by the Soard of Dlrec1Dn or 
tba maDben. At each BDIDI8l 11181JtiD8 al tbe manban all 
appilcatkma l'8CIItvai more than DiD8ty (90) daya prior to such 
auatag aDd which haw DOt baa accaptai by the Baud al 
DlrectDrs aba1l be submitted by the Board Of Directon to such 
maetiDg of the manban. aDd aubiect to a:mpliaDca by the 
appiicaut with the cmcittfana set forth iD 811bdtviDml (a~ (b) 
aDd (c) al tbia I8CtiaD. iw:h appllcatiaD far mambarlbip may 
be acceptBd by a wta of the mant.n at such JDa1tiD8. Tbe 
Sec:retary aball 1M any such appiiamt at lMit tall (10) daya 
prior Datlce of the date of tba mant.n' lll8lltiq to which hil 
appllcatm will be tllbmittad aDd IUCh appUcrmt may be 
pr.a aDd beard at the ID88tiq. No penoa. firm. corpora­
tial ar body palitic may own DIDI'8 thaD aae {1) manbarabip iD 
tbe Cooperative. 

Two aatval periODS may jointly became a member aDd 
their appllcaticm-for a joint membersiup may be accepted 
iD accorduce with the foreaoiDI provilitma of thilaection 
provided the appllCBDu comply joiDtly with the provilicma 
of the abcmlnbdtviaioaa (a~ (b) aDd (c). 

·The foilawiq p&oviaiona ahall apply to the holdan of a joiDt 
mambenhip: 

(.a ) The preeence at a ID88tiDg of either or both 
aba1l be regarded u the p1'8181lce of one 
auaber aDd ahall caaatltute a joint waiver of 
DGtlce of the J:UetiDI. 

( b ) A tamt ~ lha1l be etltled to cme 
-. wbtch lbal1 DDt be dlvtded. Tb8 90te of a 
joblt ~ may be cut by attb8r of the 
boldfte of tba m .. benhip u1 .. the 
Caaplratlft il DOtSfled Ill wrttlq prior to 
111111DtdiM tt. baldln of tbe---.bip 
...-....._. • uta ftltiDI. ill wldchcue 
~tlwlball tbB reqabw tb8 baldan 

..... ~ ... --~tDftltlljaladf. 

(1) 
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{c) A waiver of notice signed by either vr both 
shall constitute a joint waiver. 

(d} Notice to either shaU constitute notice to both. 
(e} Expulsion of either shaU terminate the joint 

membership. 
(f) Withdrawal of either shall terminate the joint 

membership. 
(8) Either but not both may be elected or 

appointed· as an officer or Board Member. 
· provided that both rJSeet the qualifications of 

such office. 
(h) All deposits aDd refuDdable fees or contribu­

tioDI paid to aDd held by the 'Cooperative in 
CODD8Ction with any service to a joint member­
ship aDd aU capital credlta allocated to such 
Joillt members shall be deeaaad owud by the 
loillt members ·ID JoiDt taDaDcy · UDlelll such 
OW1S8I'8hip ia c:huaed· by writta iutrw:DeDt 
delivered to the Cooperative iD accordaDce 
with such P.,Uciea and rules as the 
Cooperative may adopt. · 

(l) Upon the death of either party to a joiDt 
memberlhip such membership shall be beJd 
solely by the aurvivor. 

s.cdoa 2. Meabenldp , ... 
The 111811lbenhip fee shall be S&.oo, the paym.ent of which 
shall accompany the appllcation for maabenhip. 

Sectloa 3. ...... ., Dlctric ......,. 
Bach Dl811lber ebal1. u 10011 u electric anersy shall be 
available, parchaae from. the Coopenttve eleetric 8D8riY 
to be Wl8d 011 the preaailea referred to ill the appllcation of 
such member for membership aDd lbaJ1 pay therefor 
mOAthly. or at ·such other tim8l u may be otherwile 
apec:tftcaUy pi'O'Vidad. iD any written CGD.tract between the 
ma:Dber a.ad the Cooperative at rates which abal1 frc:a 
time to time be fixed by reeolutiOD of the Boal'd of Dlrec> 
ton; provided. however. that the electric 8D8I'IY which 
the CooJ)erative shall fW'Diah to any member may be 
limited to such an amount aa ~ Board of Directon shall 
fraal time to time determine &Dd that each member shall 
pay to the Cooperative such miDimum a.mOWlt per month 
u eball be fixed by the Board of· Directors from time to 
time, ~of the amount of electric aersy CODSWD· 

ed. Bacb member aba11 also pay all obliaatiou w~ may 
frala time ta tiDt --.. daa aDd payable ., such 

-- tD tM Coaperattw .. ud ·- the ...... ahaJ1 ..... --payable. 
........ Nla'hHftrf•DiillaflftM~ 

Tbe priftta JW'lllllltr·., .... .... at tM COaperatn. 
-.a be ._t.~ e•utt•t·• t111t clebta of. U. 
eo.nt:tte.W.• ' tMD betDdlft:laally ~or 
I $ 'He ...... d \'I •iiiiiiJ8Ml• of tbt COaperatiY& 

.• 

'• .. 



-. 5. bptdiloa of Melllben. q /"/5-/DZ,. 
The Board of Directors of the Cooperative may. by the 
affirmative vote of not less than tw~thirds (2:'3) of the 
members thereof. expel any member who shall have 
·:~ol;ued ,r refused ~o corr.p!\· ·.,·trh inv ·)f ~he ;J!'QV:stons .jf 
·:-.~ "'.~·~ ·;"!s ;;i ~~.,~·!~, .. ~·Jn~~.· .. r. / ·~,:) •": .... ,Jp~!'.,}n·.-~ ~:- ~::ese 

3\-~dws Jr anv rules. regUlations or written policies 
adopted from time to time by the Board of Directors. Any 
member so expelled may be reinstated as a member by a 
\'Ote of the members at any annual or special meetmg of 
the members. The action of the members with respect to 
any such r~instatement shall be final. 

Secti.oD 8. Withdrawal ol Membenhip. 
An.y member may withdraw from membership upon 
payment in full of all debts and liabilities of such member 
to the Cooperative and upon compliance with such terms 
and conditions as the Board of Directors may prescribe. 

Secttoa 7. Tn.ufer ud Tenaiaattoa of Meabenlllp. 
{a} Membership in the Cooperative aDd a certificate 

repreaen~ the same abal1 not be traDaferable except 
u haremaftar otherwiae provided. aDd upon death. 
ceuatiGD of existence, IX1Nlaian or withdrawal of a 
member, the membership of such member aba1l 
th8reupa11 terminate aDd the certificate of membership 
of such member shall be surrendered forthwith to the 
Cooperative. Termination of membership iD any 
maDJ18r shall not release the member from debts or 
Uabilities of such member to the CooperatiVe nor affect 
the right. tiUe and interest of the member in the aaseta 
of the CoOperative. 

(bJ The membership of any member of the Cooperative 
shall be automatically term.i.Dated iD the 8V8Dt such 
member fails to receive ·electric service from the 
Cooperative _;, except that ti electric service is ctiaccm­
nec:tad at the specific request of a member, the 
membership of such member shall. not automatically 
terminate i{ electric serVice is recmmacted at the 
spec:iflc request of such member within six (6) months 
followtna such diacmmection dODa at the spec:if1c 
request of such member. 

(c) Upon written request to the Cooperative siped by the 
member aDd. if married. sigD8d also by hia or bar 
spowMJ, a membership may be tr8Diferred by the 
member to his or her spouse. or jointly to such member 
and bia or her spouse or jointly to such member and 
any other natural person and upon joint compliance by 
the transfe1'881 with provisions of subdivisions {b) aDd 
(c} of SectiaD 1 of this Article. Such traDafer shall be 
made aDd recorded an the boob of the Cooperative 
aDd such joint membersbq) noted an tba ortsmal ciar­
Uficata rep,._tiq the membership so truaferred.. 

(3) 
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(d) When a membership il held joiDtly. upm the death of 
either joint member. such membership ahall be deemed 
to be held solely by the survivor. with the same effect 
u though auch membership bad beau oriliDally i8lusd 
tolely to such survivor imd ths joint membership cer­
tificate may be ~red by tba IW'Vivor 8Dd upcm 
the recording of such death on the boob of the 
Cooperative. the certificate may be reiuuad to 8Dd in 
the name of such survivor: provided. however. that the 
estate of the deceased joint member shall not be 
released from any membership debts or liabilities to 
the Cooperative. 

Sec:tioD a. Removal of Dlrecton ud Offlcen. 
Ally member may bring charaes againlt an officer or OiJoeo. 
tor by fWDg them in writiD& with the Secretary, together 
with a petition liped by tan peraint ( 10~) of the ID8IDben 
of the Cooperative requeeUDg the removal of tbe officer or 
Director in quaaticm. Such petition lhal1 specify with par­
ticularity the charges agaiDit the oUlcer or Q1rector whoee 
removal is sought. No officer or Director shall be subject to 
removal bennmder except for ccmduct of such officer or 
~ which is inimical or detrimental to the intel'81tl of 
the Cooperative. Upon receipt of such peti~ the 
Secretary· shall immediately dallwr or caWI8 to . be 
delivered. a copy thereof to the Director or officer whoee 
removal is sought. If the Secretary receivea such petiticm at 
least thirty (30) days. but not more thaD sixty (60) days. 
prior to the aaxt annual meetiD& of the mamben. tba matter 
of the removal of such officer or Director shall be placed 
upon the agenda for such annual maetiD& to be acted upcm 
by the memben at such annual meeting. If the Secretary 
receival such petition at any other time the Secretary aball 
promptly call a. special meetins of the memben to act upon 
such petiticm. Notice of such specialiJl88tiDI shall be given 
to allmemban at the time and iD the mumer provided iD 
Article n. SectiOD 3, of thele By-Lawa. ·The quBIItiaa of 
removal of IUCh Officer or Director aJWl be voted upcm at 
such amwal or special meetma of the mambera of the .-I 

Cooperative, after bearing cODductsd at such meeting, and \' 
during such bearing any member and the officer or Director 
aought to be removed shall be entitled to be heard and p~ 
1811t evidence 8Dd may be represented by legal COUD88l. Azly 
vacancy iD any office created as the reault of the removal of 
any officer of the Cooperative shall be filled by the Board of 
Directors of the Cooperative promptly following the meet:i.Ds 
at which said officer is removea. Any vacancy created in 
the Board of Directors as the result of the action of the 
members of the Cooperative ill removing said Director shall 
be filled by the members of the Cooperative at the Annual 
or Special Meetin& of the members of the Cooperative at 
which such Director is removed. No member of the 
Cooperative shall be eligible to fill the \'&Caney on 
the Board of Directors created bv such actlon of 
the members of the Cooperative. unless such member be a 
1'81idant of the district in which the Director so removed by 
action of the memben of the Cooperative resided. 

(4) 
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aDd any Direc:tar so alectad by the members of the 
Cooperative u aforesaid shall sene u a member of ths I 
Board of Diractars only until ths expiration of the term of ! 

· office Cor which the Director who has been ramaved wu 
electad. 

ARTICLE II. 
Meetmas of Members 

Sectlla L Amaul Meetm1o 
n. IIDIIIISlDBJtiDs ol tbe DBilbars shall be bald batwaaD 
tba 1Sth day of OciiDr m:i tbe 30th day al NcJvam!&-. 
bdaliva. of -=h ,.r. at such placa within tba ..nca area 
ol tlla CaaparaUve • abaD be dallitiidaai fraiD. tlm81D 1ImB. 
br tt. Baud of DJractan IIIIi 81 sbal be ct.ipatal ill tt.. 
DDb ol tba ll8ltiDI far tba purpcaa al electiDa D1ractln. 
pBaa apaa rapartl c:awariDI tba pnJVioul 6lcal year :JDd 
trerwertta1 IIICb atbar ~ • 1D8J CCID8 before tbe 
Dat11J1. If the day fiDd far tbe 1111111111 meatiq shall be a 
SaDday ar ~ haliday. sach z:aaetiD1 sbaJl be bald aD tbe 
IBtt ··= :eJI"3 basiDaa day. If tba alsctiall af Dlrectars 
aball DOt be bald 011 tbe day daqaamd baraiD tor 8DJ amma1 
a.cm& ·or at 8llJ adloummart thareaf. ths Bcmd of IJireo. 
tars shaD cauae tba alectica to be bald at a special meatiDg al 
tt. DBDhan u 90DD tharaaftar as COilW8Diautly may be. 
Failllra to bald tba aDDDal ID88tiDg at the daaigaatsd time 
abail DDt war.k a forfeiture ar disaolutiaD of the Cooperative. 

s.:dla 2. Special Meedap. 
Spad maetiDp of tba IDIIIDhars may be caDad by at least 
tt.r. (3) DlradDrs or upcm a writtal requalt sigDsd by at 
.. tall per Cl!lltuiD (10~) al all tba mamhara sad it sbaJl 
d&aapw be the duty of tbe S8cretary to cau. DDtica of such 
a.tiD8 to be aMID as haraiDaltar provided. SJ)IK:ial msetiDgs 
al tba mamhara may be haid at auyplaca within the CoaDty of 
~ Parce iD tt. State of Idaho spa:ifiai iD tba DDtic8 of the 
spl:ial D1811t1Da-

s.alaa 3. Nadce of MaaiHtn' MMthl1. 
WrittaD. ar prilltal DDtiat of auy a.tma af tba manbars 
-- tha place. day aDd hoar al tbe meatiD& aDd. iD tba 
caaa al a spacialJI88UD& tbe pul'IDI or purpaiBII far which 
lacb spa:iallll88tiDI is caDad. sbaJ1 be daliwrad to each 
DBDbar aDtitled 1D wta at such D&tiq :aot ha than 1a:l {10) 
IIIII' mare than fifty [SO) days blfore tbe data of the msetiDg by 
or at tba dlracticm of tba Presidant. or the Secretary, or tba 
a8bn or penaas c:aJJiq tbe JD881iD1. 
ADy such writtaD Datice. shall be deamal tD haw beaD 
daihwred if. witb:iD the time pericd abOve numtfm«f (1) such 
wrtttaD DDtiaJ ia penaaaJly ds1tvarad to tba mamhar, ar (2). 
a:h writtaD DOtlcl II dapcatad ill tbe UDitai Stat. mail 

· .tdr a tl to tba mamhar at his address u it appears em tbe 
ra:arda of tbe Caaparatiw. with postage paJd tbsreaD. or {3) 
laC:h writtiD aatica is aapicuaualy dlsplayad iD a pubtica. 
tlall such • a IIJ88IIIim. D8WSi.sttmo or lika publicatka aDd· 
IIICh puhlicatkm ill dspc&tad iD tbe Uuitad Statal mail 
iddi ad to tha mambar at his address u it appears ca·tha 
racards of tba Cocperativa. with poatqa paid tlmaaa. 

(5) 
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Tbe failure of any member ta recsiva sw:h writtan DOtice of 
uzy maetma of the membtrs shall DOt invalidate any actiaD 
which may~ taken :Y ~members at any such meeting. 

Seetin .a. Quorum • 
• \t regular BD.11ual meetings of the members of the 
Cooperative at taut twenty per centum {20% J of the total 
number of· members of the Cooperative present iD person 
or represented by proxy shall constitute ·a qliorum for the 

-transaction of business at such a1eeting u lang u the 
11umber of members c!oes 11ot exceed one hundred (100) 
and ill cue the 11umber of :nembars exceeds 0118 huDdred 
(100~ thaD. aDd iD such cue the mamben preMDt either 
iD pencm ar 1"11)re.ntad by proxy at resular IIIDU8l 
lll8etiDp af the~ aball caaatitute a quarum far tba 
traDMct1ca af buila.- at ndlme~tiq. 
At special1118et1Dp of the 111811lben at laut twaty per 
CIDt1IID {20 .. ) of tJ. tata1 lllllllber of 111811lben of the 
Caaparadft sn-at Ia s--· Gr hfPI I cted by proxy 
IliaD callltltata a qaarum far tba truiac:tima of ~ 
at IIICh JII8Mtap 10 bla u U. Dlllllber of~ doel 
Dill _aceed. ttm. hlllldred (300) ud lA cue tba tatal 
Dlllllblr of _.... --- tlmle ~ (300). tba 
IIIII Ia llli:ll cue. DDt._ thaD ....my.llw (75) ~ 

. pr.a iDI*'IGD or ZliPiwadlid by praxy lba11 cautituta 
~ qaarum far the traJIIacdaD of tmm..· at aach J1188ti111. 

Secdaa s. v ...... 
!adl Dl8lll.b.r aball be &titled tD au (1) 901a llld DD mare 
u:paa -=h mattilr tahmittad tD a vote at a _.ttq of U. 
JDIIDbarL At all ~ al tbe 111811ll:ml at wtdda a 
qaana il ~taD~ ab&ll be dlcidld by. 901a 
al a mataritt of U. ~ 'ftJtiq tbereca lA penaa ar 

by pray. aarpt • othll ·-~ by law. tt. 
Al1lci.- af IDem paratbl of tba Caaparattw. ar ~ a,. 
Lawa. If two utanl ~ bald a jaiDt ~ 
tMyaJWl jamdy be ..utl8d tD 1m. (1) 901a ad DG IDIII"e 

lqJCil MCb.lllatiR llliaiu.d to • .,.,.. at • ~ of tbl 
_.... • • pNtidid ill Altlla L S.:..l. al ~ S,. 
Law8. 

n. -.:ts. of Dlrec:tln aball be br bdat ca wbidl MCil 
~ tadzlc may dll:ipatll tt. ....- ar .._ of tba 
cadldatll ar ~ !l'CI8 -=ll dl.ltlict M ~ tit 
we. far 1m Jla DG c.-mare tba thlllllllllhlr of DINdln 
tD ~ .-:t.d fMD -=Ia dlltrtct. ad .ID b&ilatiDt far~ 
tin. ... ~ llaaJl haw the l'tlllt tD .... may 
..... tMn .. OlnctDrl to be Uc18d at .... UctSaa. 
1m -=b _. IDIIY cut c:illy aa. 901a far -=A cm­
cldal, ..._ Ia ~ ar br pray. Qr=Ietn. tatlal 
........... ad. 'Da....... ?' 2 .... tott.__.alar. 
........... ..S61rtct IWCIIhlzai tM !dibM 
ts il. ·alliflil llicll: c1111tct .... be tlll:tld tar .. 
s' J mz nr-.....-,r~Aftllit m flla-a,.r.n;. 

·. ::-.. ,. a tlllii,.lllt lliwatlwd "' ar.wtat kll& - ·- ... _ ~ 
·~, 

I . --:~-.. . l ___ __., ·:·_"'l_..; •,.. (If 
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SectioD 8. Pro~el. 

At all meetings of members. a member inay vote by proxy 
executed in writing by the·member. Such proxy shall be 
filed with the Secretarv before or. at the time of the 
meet:n~. So pro.n shaH be voted at 3ny m~eting of the 
members unless it shall designate the particular meeting 
at which it is to be voted. and no proxy shall be voted at 
any meeting other than the ·one so designated or any 
adjournment· of such meeting. !'Zo person shall vote as 
proxy for more than (J) members at any meeting of the 
members except where the action desired to be taken 
requires by law. the Articles of Incorporation or the By­
Laws. a vote greater than a majority of a quorum as defin­
ed by these By-Laws. in which case a member may vote. u 
proxy for any number of members. without limitation. No 
proxy shall be. valid after sixty (60J daya from the data of 
its execution. The ·presence of a member at a meatiq of 
the members shall revoke a proxy theretofore executed by 
bim and such member shall be entitled to vote at such 
maeti.q in the same maDDer aDd with tbe MIIUI effect u if 
be had oot executed a proxy. 

s.c:tJall 7. Order of ._.. ... 
The order of bUJi.Dea at the anDUal meetiq of the 
members. and so far u poaible at all other meetmp· of 

_the members. shall be euentially u tollowe: 
1. can of the roll. 
2. Reading of the notice of the meatiq and proof of the 

due publication or mail.i.Da thereof. or the waiver or 
waivers.of notice of the meetiq, u.tha cue may be. 

l. Readina of UDapproved minutes of previou meeUDII 
of the ·members 8lld the takiq of DtJC811&ry action 
tbarecm. 

4. Preeantation and cauideratiOD of. 8lld actiq upaD. 

reporta of offlC81'1. Dlrectan ~ com.mittaa. 
5. Elac:tion of Directors. 
8. Unfi.aiahed ~. 
1. New buiDaa. 
8. AdjOUI'DIIl8llt. 

ARTICLE m. 
Dlrectora 

Sec:tlaB t. GeMnl Pawen. 
The buaiDall and affairs of the Cooperative shall be 
maaqed by a board of aiDe (9) Dlrectan wbich shall exer­
ciM all of the powen of the Cooperative except such u 
are by law or b, the Artlc:IM of IDcorporatiOD of tbe 
Caaperatiw ar by tt.e s,.Lawa caaferred upc.a ar 
~.-&IFIIId ...... ~.·.-

...... 2,:. QMB" gie- ..tT__.. 
·----···.c..-aU.Ja.-...,dhtdld ... 

-·-1 M • · 1 tiles e ;rat....,_at_.lf 
·. a'? ' t rt a , c· ...._. • ......_ .,_ . ···· · 
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DISTIICf NO. 1 

·11le.WesfnDe-of said area is the West liDa of Range 2 
W.B.M. extaDding from the North line of Township 41 N. 
to the North line of Township 40 N.; thence. along the 
Eastern border of the State of Waahington for two (2) sec­
ticms 1l1 a Southerly direction iD the State of Idaho; thence. 
along the West line of Range 44 B. W .M. axtending from 

· the North liDa of Township 15 N. to the South liDa of 
ToWuship ~~ N. ~.the St:ate ~f WaabiqtaD. . . . . 

Tba South JfDa of said area is the South 1IDe of TOWDShip 
12 N. to the 5Daka Rlvar aDd. alaq the North shore of the 
SDab Rtvar iia the stata of waahmpm; thmlce a1oq the 
North shore of the Clearwater Rlvar to the mouth of the 
Potlatch. Creak; thaa.ca alaDg the North share of Potlatch 
Creek to the South liDa of Latah CaaDty; tbaDce iWma the 

. South line al Latah CamltY to the West line of Clearwater 
CaaDty iD the State of Idaho. .• .. 
Tba East Uzie of said area is the West liDa of Clearwater 
· Cca:mty from the South Una of Latah County to the South 
liDa of Shoshaue County iD the State of Idaho. 
The North line of said area is the North liDa of Township 
41 N. from the West line of Clearwater County to the East 
.liDa of Range 3 W .B .. \f.; thence along the North line of 
Tawuihip 40 N. to the Washington StateliDa iD the State 
of Idaho;. thence along the North line of Township 15 N. to 
the West liDa of Range 44 B.W.M. iD the State of 
WaabiDgtlm. 

DISIIICI' NO.2 

The West liDa of said area is the West line of Range 44 
B. W .M. fram the Saath liD8 of TCJWDSb.ip 12 N. to the North 
liDa of TOWDShip 6 N. iD the State of Washington: thence 
a1aq the West liD8 of Range 43 B. W .M. tD the South line 
of Township 5 N. iD the State of Oregan. 

Tba Soutli line of said area is the South line of Township 5 
N. from the West line of Range 43 B. W .M. to the Snake 
Rtver iD the State of Orescm: thence along the South line of 
TOWDBhip 32 N. to the West line of Lewis CauntT. thence 
fallowing the baaDdary between Nez Perea and Lewis 
Counties iD an Easterly direction to the East line of Nez 
Perce CouDty iD the State of~ 

Tba East liDa of said area is the West shore of the SD&.ka 
Rlwr from the South liDa of TOWDSbip 5 N. ill the State of 
Oregan to the South liDa of Tawnship 32 N.; thence fallow­
iDa the bauDdary betwe&D Nez Perce. Lewis and Clear­
water Counties iDa Northerly c::l.irec:tioD to the South line of 
Latah CaUDty iD the State of Idaho. 

The North liDe of said area is the South line of Latah Coun­
ty extending from the boundary liDa between Clearwater 
aDd· Nez Perce Counties to Potlatch Creek: thence along 
the North shore of Potlatch Creek to the Clearwater River: 
th8Dce along the North shore of the Clearwater River to 

(8) 
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the Snake River iD the State of Idaho: thence along the 
~orth shore of the Snake River to the South line of 
Township 12 N.: thence along the South line of Township 
12 ~. to the West line of Range 44 E.W.~. in the State of 
\\'a shin ~ton. 

DISTR.ICT NO. 3 

The West line of said area is the West boundary of Clear­
water and Lewis Counties extending from the North line 
of Township .n ~. to the South line of Township 32 N. in 
the State of Idaho. 

The South line of said area is the South line of Township 
32 N. extending from the West line of Lewis County to the 
East line of Range 4 E.B.M. iD the State of Idaho. 

The East Line· of said area il the East liDe of Raqe 4 
E.B.M. ext&Dding from the South line of TOwuahip 3Z N. to 
the North Una of Township 41 N. ill the State of Idaho. 

The North liDe of said area i8 the North ime of T~ 
41 N. extendiDg from the East line of Raqa 4 E.B.M. to the 
West lille of Clearwater Countr, th8DC8 · aloq the South 
line of Latah COUDty to the But liDe of Na Perce Coulltr. 
thaDCe aJona the bouDdary liDe betweea Na Perce aDd 
Lewia CouDti811 iD a Westerly directiaD to the West liDe of 
Lewia County iD the State of Idaho. 

DISTIICT NO. t 

The West UD8 of said area il the West line of RaDse 44 
E.W.M. exttmdin& from the North line ofT~ 21 N. 
to the North line of Township 15 N. iD the State of 
Waabm&toD. 

TU South liDe of said area ia the North liDe of.Townahip 
15 N. from the West liDe of RaD.8e 44 E. W .M. to the State 
liDe iD the State of Waahmgton: theDce aJaq the South · 
llDe of TOWDihip 41 N. fram the WaabiqtoD State liDe to 
the East liJle of Raqe 3 W .B.M.; theace aloq the North 
I1De of TOW'IUihip 41 N. to the East liDe of RaD&e 4 E.B.M. iD 
the State of Idaho. 

· Tha East liM af said area il tbe But liDe of Raqe 4 
E.B.M. uteadlqfram thaNorthlJDeafTowuhtp4t N. to 
the North l1u ofT~ 48 N. iD the State of Idaho. 

Tba North liDe of lUi ana ia the North liDe ofT~ 
48 N. extaac:liq from the But liDe of RaDp 4I.B.M. to the 
Waahiqtan State liDe iD the State of Ida.bD: tlumce a.laq 
the North Une of TOWDihip 21 N. to the West liDe of RaDge 
44 E.W.M. iD the State of WaahiD&taD. 

The Saud of Dlrectan of the Cooperative lba1l CGII8ilt of 
two (2) DJrectan who~ iD Dlltrtct No. 1. thNe (3) 
DlrectDn wbo. reGda iD 'District No. 2. two (2) Dtrectan 
who ...-s. fD Dlltrid Nca. 3, ud two (2) DINctln wlla 
,_.. Ill Dlltrtct No. 4. At tbe Amlul MeetiDI of tM 
-a..lli dill COaperetlw hakt ID lilt. IIIII at tbe Aa. 

.'Jiilal ....... af ... . ... at tile Qlapaatlft ..., 

lit: 
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third year thereafter, the members of the Cooperative 
shall a1ect to the !bud of Directors ODS (1) member of the 
Cooperative who resides iD District No. 1, one (1) member 
of the Cooperative who resides in District No. 2. and one 
(1) Dl811lbar of the Cooperative who resides in District No. 
3. 
At the Amwal Meatiq of the members of the Cooperative 
bald iD 1982, aDd at the Amlual MaatiD& of the 11181Dbers of 
the Cooperative nary third year thereafter, the members 
ol tb8 Cooperative sba11 eJect to the Baud of Directors cma 
(1) IIIIDber oL tba Cooperative who reside~ iD District No. 
t. aae {1) JIUDiao of· tba Cooperative who resides in 
District No. 3. aDd CID8 (1) III8IDher of tba·Cooperative who 
r8sid. iD ~No.4..· ... , . · .· .· . 

At tbe ADDiiiil Meetma of tbe mamben of the Cooperative 
bald Ill 1983, aad at tba Ammal MaetiDs of tbe 11181Dbars of 
the Coaparatmt nary tbird year tberaaftar, the members 
altha Cooperative shall elect to the Board of Dlrectors one 
(1) maDber of the Cooperative who resides iD District No. 
4. 8Dd two (2) :auabers af the Cooperative who reside in 
District No. Z. 

All Dlrectors aJectsd prior to July 1. i 981. shall continua to 
hold office until the respective term far which each such 
Director waa electad sbaJl expire. 

Each Director shall sene a term of three (3) years and un­
til bill I1ICC8IIGr sbaJ1 have beaD duly alectad and 
qualified. 

If a Director c.ses to be a resida:lt of the District in 
wbich he residai at the time of his a.lac:tioD. he shall hold 
office cmly UDtil the DDt amwa1 meetiq of the members 
of th8 Cooperative foDowiq the data he ceases to be a 
residaDt of such District. and a vac:aDCy shall be deemed 
to uilt in such omca aDd such Director shall be deemed 
remand from such office at time of such a.anua1 meetiDg. 
At sach a.mmal meatiq the mambers of the Cooperative 
shall elect a member al the Cooperative who resides in 
such District ill wbich tbe vacaDCy occurrecL to rill such 
vaamcy aud the member so alectad shall S8I'Y8 as a 
Dl8lllblr of the Board of Directors only until the expiration 
al tbe term af offiCe for which such l'8lllOV8d Director was 
alec:tad. 
If a ma~~ber al the Baud of Directors fails to attend three 
(3) CDI188CUtive resuJ,ar meetiDp of the Board without 
reaaaaable cauie. the Board may declare the office of 
~Board llltiiDber vacant aDd rill the vacaDCy in accord­
IIDC8 with the provisiaDs of SectioD 4 af this Article. 
No member of tbe Cooperative shall be eligible to become 
or naaiD a Director, or to hold any position of trust in the 
Cooperative,. who is DOt a bona fide resident in the area 
served by the Cooperative. or who is iD any way employed 
by. ar rmandaDy iDtenstsd in a competing enterprise or 
busilaa salliD8 ai8ctric aaarsv or supplies to the 
Cooperativa. -a 
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When a membership is held jointly by two perscms. either 
one, ~t not both. may be elected as a Director. provided. 
however, that neither cme sball be eligible to become or 
remaiD a Director or to hold a position of tru.it in the 
Cooperative UDlesa both ahall meet the qualificat;iODS 
hereinabcmi set forth. 

Sectloa -3. . Nomludou: 
. . n shall b8 the duty of the Baud of Dlrac:tDrl to appoiDt. at 

.. a lll88tiJII haJd ill July Of each year. a CDD!Dittae OD 

·•··· , DlllliDatlaDI c:aasist:ID8 of GD8 malilber of the Cooperative 
. •. . r8sidma ill each of tba Dlstricta of the Cooperative u 

, · thaea Districts are da6Dad iD Article III. SectiaD 2 of these 
· By-Laws. aDd 0118 member at larp. No officer or member 
of the Board of DINctora sba1l be appaiDtad a maDbar of 
such CGIIUDittae. . 

Tba caauDittea sbaJ1 prepare aDd past at the principal 
office of the Cooperative at leaSt thirty (30) days before 
the meeting. a list of nomiDaes for Directors as nomiDated 
by said committee. The Secretary shall mail with the 
notice of such meeting a statement of the number of Direc· 
tori to be elected showing the namiDatiODS made by the 
committee. Nothing con~ herein shall. however. pre­
VBilt additicmal namiDatiaaa to be made from the floor at 
the meeting of the members. Ttut members may. at any 
meeting at which a Direc:tar or Olrac:tors shall be removed 
u hareiJlbafora provided. aJect a succassor or succassors 
thereto without COIIlpliance with the foragoiq provisiODS 
with I'8IIJ)8Cl to nommaticms. Notwithsta.Dding anything iD 
this section CODtaiDad. failure to comply with any of the 
provisiDDa of this section shall DOt affect· ill any maDDer 
whatsoever the validity of any elec:tioD of Directors. 

~t. Vacucy: 
Subject to the prvvisicms of these By-Laws with respect to 
the l'8IDOV81 of Directors. 'lllcaDdea occ:urri1ll OD the 
Board of Directors shall be filled by a majority vote of the 
rema;n;ng Directors. No member of the Cooperatmi shall 
be so elected to the Board to rill 8.uy such vacucy UD1esa 
such member be a resident of the District ill which the 
Director. whose death or raigaatiOD created sw:h vacancy 
was a resideut. ADy Directar so elected by the Board of 
Directors to fill such vac:ancy shall sane atil the next 
Amma1 Maeting of the members of the Cooperative. At 
such Ammal MaetfD8 the members of the Cooperative 
shall eJect a member of the Cooperattv8 who resides in the 
same District as the Director whose death or resignation 
created such vacancy. and the member so elected at such 
Ammal MeatiDg shall serve u a member of the Board of 
Dtrectara cm1y until the l8J1l of office for which the i:Hrac-

'(11) 
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tor wliale death or rniiD&tiOD created iuch vacancy wu 
elected shall expire. 

Sectloa 5. Compeuadoa. 
Directors aa such shall not receive any salary for their 
services. but by resolution of the Board of Directors. a 
.fixed sum. which ma~· i!lclude insurance. benefits. and 
expenses of attendarice. if any. may be allowed for atten­
dance at each· meeting of the Board of Qirecton and 
meetings of associated organizations attended by any 
Directors gursuant to .authorization of the Board. Except 
i.n emergencies. no Director 3hall rsceive compensation 
for serving the Cooperative in any other capacity. nor 
shall any close relative of a Director receive compensation 
for serving the Cooperative. until such compensation be 
specifically authorized by a vote of the membal'l. 

Sectloal. .................... 
Tba Board of Directon ahall have power to make aDd 

· adopt such polidea 8lld rul8l aDd resulattau. DOt ma.. 
liltaDt with law, the Articlal of IDcoiporatiaD of tbl 
Coaperatift or lb-. By-Law.. u it may deeaa advtlahle 
for·tbe III&IIQtD8IIt. admiD.iatraU. aDd reaulatiaD of tbe 
~ ud affain of the Coaperatift. 

Secdla7; Acr••«lwtS,..._ ... ..,.._ 
The Baud of Dlrectorl aba11 c:a- to be .tabllabed Uld 
mamtailled a cmapleta •ccoaDttDa tylt8lll w!Uch amaaa 
other thiDp mbject to appllcable 1a.. aDd· ruJ8I Uld 
·resulatiaDI of 8DJ resuJ,atary body. aball caaform to IIICh 
accountiul sywtam u may fram time to time be deGpated 
by tbe Adm.imltratDr of the Ru:al BJectrtfk:atklll 
AcfmiDimatlml of ~ UDited Statal .of ~ All 
aCCOIIDtl of tbe Cooparathe abaJl be exemfnel by a ccm­
mittee of tbe Board ·of Dlnctan wbich abaJl ....­
report~ to the Board of DlrectDn at leut four U... a year 
at resuJ,ar lll88tiD&I of tbe Baud of DlrectDrL Tba Baud 
of Dlrecton abaJl allo after tba ca. of each fllca1 year 
Que to be made a full aDd caaaplete audit 01 the 
aCCOIIDtl, boob aDd ffnanc:tal mndlttna of tbe Cooperative 
u of tba aad of such fllca1 year. Sadl audit l'tlpOIU ar 
~ tbereof lhall be nlaitt8d to tba--. at 
tba fallowiDI ammallll88tiDI-

ARTICLEIV 
Meetia&• of Dlnc:ton 

s.ctt.t • ....-~ 
A retrU1ar lll88tiq of the Board of Dlrecton lball be bekl 
without DOtice other tbaD tiU By-Law. fmmedfataly after, 
IIDd at tba l8lll8 plaC. u. tbl UID1IAl .....uq of tbl 
111811lbel'l. A rep1ar ......_ of ta. Boa.rd of Dlr8ctan 
lbaJl a1lo be Uld ~~~a~~thly at IIICil time 8lld place ill Hal 
Perce Coaaty, sta• of JdUo. u tt. Baud of Dlreatan 
may~ br rw bett• s.:b f81Q1ar .. thly meptnp 
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may be held without notice other than such resolution 
fixing the time and place thereof. 

Section 2. Special ~eeti.ngs. 
Spenal meetings of the Board of Directors may be called 
by the President or any three ( 31 Directors. The person or 
persons authorized to call special meetings of the Board of 
Directors may fix the time and place (which place shall be 
within the service area of the Cooperative). for the holding 
of any special meeting of the Board of Directors called by 
them. 

SectioD 3. Notice. 
Notice of the time. place and p\U'l)OS8 of any special 
meeting of ~e Board of Directors shall be given at least 
five (5) daya previous thereto. by written notice. delivered 
personally or mailed. to each Director at his last known 
address. u maila:i. such notice shall be deemed to be 
delivered wbaD. deposited iD the United States mail so 
addreated with postage thereon prepaid. The attenctance 
of a Director at any meetiDI shall c:autitute a waiver of 
notice of such meetiDg. except iD cue a Director sball 
atteDd a meetlq far the eXIJ..-~ of oblectiDI to 
the trauactiOD of 8DY busiDell becau.ee the meetiq sball 
Dot haV. been lawfully ca1led or cmmmad. 

Sectlaa4. ~ 
A majority of the Board of Directors shall CODStitute a 
quorum for the tranaacticm of busiDaea at any meetiDg of 
the Board 'of Directors. provided •. that if lea than a majori­
ty of the DirectOJ'I ia p1'818Dt at said lll88tin&. a majority of 
the Director. p1'818Dt may adjoum tba meatiq from time 
to time without· further notice. · · 

SectiDa I. MaiiMr of Actlat-
The act of the majority of the Olrecton prei8Dt at a 
meetiDI at which a quorum ill p1'8181lt sball be the act of 
the Board of·Dlrectan. 

AIJj actiaD which may be takaD at a meatiq of the Board 
of Dlrectan. may be tabD without a meeUD.a if a CGIII8Dt 
iD wrttma.settiDI forth the actiaa eo taka ahaJl be lipad 
by all of the Olrecton. Such CGIII8IIt sball have the 181De 
effect a1 a UD&DimCJUI vote. 

ARTICLE V. 
OIBcen 

Sectlaa 1. Nwabft. 
The offtcen of the Cooperative sba1l be a Preaidfmt. Vice 
P1...._.t. Secretary, Treuuer aDd aw:h other afftcen 
.. aiiay be dMa:a::dwd bJ tbe Baud of Dlrectarl f1'am time 
tD a.& n. omc. of Secretary aDd TNUIINr may be 
Wd·llf'tt.· ......... 
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Board of Directors at the nrst meeting of the Board of 
Directori held after each ammal meeting of the members. 
If the eleCtion of officers shall not be held at such meeting, 
such election shall be held as soon thereafter as con­
veniently may be. Each officer shall hold office until the 
first Meeting of the SOard of Directors following the next 
succaedinl annual meeting of the members or until his 
successor shall have been duLy elected and shall have 
ciualified. subject to the provisions of these By-Laws with 
respect to tlae removal of officers. 

Sec:tloD 3. lemovaL 
Whenever, iD the judgment of the Board of Directors, the 
best illteresta of the Cooperative will be served thereby, 
8DJ officer alacted by the Board of Directors may be 
r8moved fraaa office by the vote of at least twcHhirda (~) 
of tbe Dlnctors aDd the appoill1Jilent of any agent 
tbaratofora telectad by the Board of Directors may be 
r-:fDded or otherwise ~atad by tbe majority vote of 
a qaarum of Dlrec:ton. 

Sectlall" t. VM:alld ... 
Except as othsrwise provided iD these By-Laws. a vacancy 
in any omca may be rilled by the Board of Directors for 
the UDaxpired portion of the term. 

Secdoa 5. President. 
The President: 
(a) shall be the principal executive officer of the 

Cooperative and shall preside at all meetings of the 
mambers and of the Board of Directors: 

(b) shaJl sip. with the Secretary. certificates of member­
ship. the iS8118 of which shall have been authorized by 
resolution of the Board of Directors. and may sign any 
daeda. mortgages, deeds of trust. notes. bonds. 
contracts or other iDstruments authorized by· the 
Board of Directors to be executed. except iD cases iD 
which the signing and execution thereof shall ba 
expresaly delegated by the Board of Directors or by 
these By-Laws to some other officer or agent of the 
Cooperative. or shall be required by law to be other­
wise sigDed or executed: and 

(c) iD gaDSral shall perform all duties incident to the office 
of tbe President and such other duties as may be 
prescribed by the Board of Directors from time to time. 

Sectloa 8. Vlce President. 
In the absence of the President. or in tbe aveDt of his 
IDabWty or rafuaal to act. the Vice President ahall perform 
the duties of the President. ami when so acting shall have 
all the powers of aDd ba subject to all the restrictiDDS upon 
tba President ami shall perform such other duties as from 
time to time may be assigD8d to him by the Board of Direc­
tors. 

(16) 
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Sec:tfoa 7. Secretary. 
The Secretary shall: 
(a) keep the lllilluteS· of 1he members and the Board of 

Directors iD one or more books provided for that 
purpose; ... 

(b) see that an DOtices are duly given iD accordance with 
these By-Laws ot as required by law: 

(c) be custodian of the corporate records aDd of the seal of 
the Cooperatiw aDd see that the seal of the 
·Cooperative is affiud to aB certlficatas of manbership 
prior to the issue thereof aDd to aD documents. the 
~tion of which em behalf of Uae Cooperative UDder 

;~ its seal is daly aatbarizad ill ac:cordaDCe with the prori­
sialls of~ By-Lawa; . .;.o :._.. • ~. ·l -~.. ; ~ •••. ;,;..;. 

(d) keeP a registar of the post· offfce 'iddrea ft of each 
member which shaJI be furDisbai to the Secnrtary by 

J, "suchiiUIIDber: .,1:.:· ... :.:..;.,. • it\; ,,;·, ,:.,; 

(e) sip with the ~t certificates of mamb.irship, the 
issue of which sbaD have bean autharizad by r.olutian 
of the Board of DirectDn; 

(f) have ganaral charge of the boob of the Cooperative iD 
which a remrd of the members is kept; 

(g) keep OD n!a at an times a complete copy of the By-Laws 
of the Cooperative cantaining all amaadmants thereto. 
properly certified by a majoritY of the Directors and 
the Secretary, which copy shall always be open to the 
iDspection of any DUBDber. aDd at the expasa of the 
Cooperatiw forward a copy of the By-Laws aDd all 
81118Ddmants thereto to each member: aDd 

(h) iD geaeral perform all duties illcidant to the office of 
Secretary aDd such other duties as from time to time 
may be aaigmd to him by the Board of Directors. 

SecdaD a. Treuarer. 
The Treasurer shall: 

(a) have charae aDd custody of and be raspcmsibla for an 
funds BDd securities of the Cooperative: · 

(b) recai¥e or cause to be received aDd give receipts for 
m0118'y1 due aDd payable to the Cooperatiw from any 
source wbatsoevar. aDd deposit all such moD8ys iD the 
DBJDe of the Cooperative in such bank or banks as shall 
be selected iD accardance with the provisions of these 
By-Laws: aDd 

(c) in s8D8ral perform an the duties incident to the office 
of Trasurer aDd such other duties as from time to time 
may be assiped to him by the Board of Directors. 

Sectlaa .. Muapr. . 
The Board of Directan may appoint a manapr who may 
be. bat who shall uot be required to be. a mambir of the 
Cooperative. '11le Manager shall perform such duties as 
the Board of Directors may from time to time require of 
him aad shaJl have such authority as the Board of Direc­
tois may from time to time vest iD him. 

.. (11) 

-...... ~ . 

• •• • <1M •• ~ 

· ... 

;. 
;, 

;. ., 

-~ .· . : .... : .. :::·: 



·. 

Sectloa 10. Bolldl of .Officers. __ _ 

The Board of Directors shall require the Treasurer or any 
other officer of the Cooperative charged with respc)nsibili­
ty for the custody of any of its funds or property. to give 
bond at tlie cost of the Cooperative iD such sums and with 
such surety as the Board of Directors ~hall determine. The 
Board of Directors iD its discretion may also require any 
other officer, agent or employee of the Cooperative to give 
bcmd at the coat of the Cooperative iD such 811L0Wlt and 
with such surety aa lt shall datermme. 

Sec:liall11. . ~ . :·. ~ ;: ' .... ·~'~.·: ., . . :. . ..... 

The campeDsatioD. if any. of any officer, qaDt or 
employee who is also a Dlrector or close relative of a 
Dfredar shall be determmad by the members 81 providai 
elsewhere iD !hesa By-Laws. a.Dd the powers. duties and 
c:ompmsatiaD of any other omcers. asenta aDd employees 
shall be fixed by the Board of Dlrec:tors; provided that the 
Board may authorize the maDager to fix the powers. 
duties and compensation of agents and employees within 
limits from time to time established by the Board. 

Sectloa 12. Jleports. 
The officers of the Cooperative shall submit at each 
annual meeting of the members reports covering the 
business of the Cooperative for th8 previous rmcal year 
and showing the condition of the CoOperative at the close 
of such fiscal year. 

ARTICLE·VL 
Contracts. Checks aad ·Deposits 

Sec:tloa 1. Colltrac:ta. 
Except as otherwise provided in these By-Laws. the Board 
of Directors may authorize any officer or officers. agent 
or agents to enter 'into any contract or execute and deliver 
any inltnmumt iD the name and on bebalf of the 
Cooperative, and such authority may be general or con­
rmed· to spec:i.fic instances. 

Sec:tloa 2. CJaec:b. Dnfta. Etc. 

All chacb. drafts or other orders for the payment of 
money, aDd all notes. bonds or . other evidences of . 
illdabtedDaa issued iD the name of the Cooperative shall 
be sigDed by such officer or officers. agent or agents. 
employee or emplOyees of the Cooperative and iD such 
ID8DD8I' as shall from time to time be determined by ' 
1'810lution of the Board of Directors. 

Sec:tloa 3. De,.... 
All fuDds of the Cooperative shall be deposited from time 
to time to the credit of the Cooperative iD such bank or 
ba..nb or otherwise invested· iD such manner as the Board 
of Directors may select. -s 
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ARTICLE VD. 
Mem6ersh.ip Certificates 

Sec:tloa 1. Cerdficatee of Membership. 
Membership iD the Cooperative shall be evidenced by a 
certificate of mambership which shall be iD such form and 
shall caritain such provisiODS as shall be determined by 
the Board of Directors not contrary to~ or inconsistent 
With. the Articlss of IDcorporatiaa of the Cooperative or 
these s,.taWL Such cartificatlt shaD be siped by the·-

. PresidaDt aDd by the Secratary of the Cooperative aDd the 

. corporate seal shall be a.f6ud thereto. :·lJ ~ ·. 

id-J..' -..;,M~'Certlfbtes.::.:o-: .. 
No membership certifiC8.taa shall be islaad for less thaD 

. the maDbanbip fee fixed ill tbal8 By-LaW.. nor until such 
. 11181Dbership fee haS beaD fully paid for ill cash 8Dd such 

payment haS bliea depasitad with the Tramrer. · 

SectloD i LDit c.rtlfk:ate. 
m· caaa of a last. destroyai or llllltilated certificate a new 
certificate may be isSued therefor upcm such terms and 
such iDdalmity to the Cooperative as the Board of Direc­
tors may prescribe. 

ARTIC~VID. 
Noa-ProBt Open.tioa 

Secdaa L latenet ar DhWaada aa Capital ProhJbited. 
The Cooperative shaD at an Ulllel be operated em a 
cooperative. mJDopi'Ofit basis for the mutual beDeflt of its 
patraDs. No iDt.erat or dlVideDd shall be paid or payable 
by the Cooperative Oil any capital furDiahad by its pat:rcma. 

Secdaa 2. Patr.ap Ia Colautcdllla willa F1ll'llialdll1 
·m.ctrtc ......,. 

ID furDiabiD.g of eJactric 8D8I'fJ the Cooperative's apera­
tfaaa shaJl be SQ caaductad that all patrons will.throuah 
. tbair patraaage famish capital for the Cooperative. lD 
order to iDduce pat:nmage aDd to a88Ul'8 the Cooperative 
will operate 011 a DOD-Profit basis. the Cooperative is 
obligated to accaaDt on a ·patronage basis to all its patrons 
for aB IJDOUilts raceivad aDd receivable from the 
furDisbiq of electric 81181'8Y· AU sac:h amounts iD excess 
of operatfq CGJts aDd exp811S81 at the DUIID8Dt of receipt 
bJ the Cooperatm. are recaived with the UDderst.aDding 
that they are furDiahed by the patrau as capitaL The 
Cooperative is obligated to pay by credits to a capital 
aCCIJUDt for each patraD aD sUch a.mOUDts iD 8XC818 of 
opera~ casts aDd 8Xp8D88S. Tba boob aDd records of 
the Cooperative shall be set up aDd kept ill such a IIUUID8J' 

that at the ami of eaCh fiscal year comm&DdDg iD 1953. 
the aJDOUDt of capital. if any, so fumished by each patron 
Is claariy reflected ill aa appropriate record to the capital 
aCCDUDt of each patnm. .pd the Cooperative shall within a 
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reasonable time after the close of the rlSCal year notify 
each patron of the amount or eapltal so credited to his 
account All such amounts credited to the capital account 
of any patron shall have the same status as though they 
had been paid to the patron iD cash pursuant of a legal 
obligation to do so and th& patron bad then furnished the 
Cooperative the corresponding amount of capital. 

All other amouDts received by the Cooperative fram its 
operaticma iD axcasa of costs aDd ap8DS8I shall. iDaofar 

· u permitted by law. be (a) used to offset uy losses iDcur­
red duriDa tba current or any prior Oscal year aDd (b) to 
tbe ataDt not needed for that parpoaa. allocated to its 
patrau OD a patrmiage basis aDd aay amount sci allocated 
shall be iDdDded u a part of the capital credited to tba 
accoaDts of patrons. u baraiD prarided. ·. · · 

ID the 8V'8Ilt of dlasolutlcm or Uquidatian or tha 
Cooperative. altar all outstandina indebtedness shall bave 
been paid. outstanding capital credits shall be retired 
without priority on a pro-rata basis before any payments 
are made an account of property rights of members. 
Payments shall then be made on account of property 
rights of members and former members of the Cooperative 
in the same proportion u the patrtm.qe of the member or 
formar member bears to the total patronage of all current 
and former members of the Cooperative. if. at any time 
prior to dlslolutioll or Uquidation. tba Board of· Directors 
shall dttermiDe that the financial· CODdition of the 
Cooperative will nat be impaired thereby, the capital thmi 
credltad to patrona' accounts may be retired in full or in 
part subject to tha Umitatious set forth hereinbelow. 

Tba Caoperatift shall not.. except u to retirement of a 
decedant's ca-pit&l credits. retire any capital credits 
UDlea altar the proposed retirement the equity of the 
Cooperative shall equal at least forty per centum(40%) of 
tba Cooperative"s total asaets: provided. however. the 
Cooperative may make dJstributicms iD retirement of 
capital credits in anY cme year if such distributions (iD­
cludi.Dc uy retln!ment of dscedent's capital credits~ do 
not exceed twenty-fiw per CSDtum {25%) of aggregate 
capital credits a.Uocated by the Cooperative to its patrcms 
in tha uaxt prac:eding year. Any such retirements of 
capital credits shall be mada iD order of priority accord­
iq to the year in which the capital was furDished aDd 
credited. the ca-pital first received by the Coaperativa 
bam, ftnt retired: provided. however. that be8iJmin8 with 
tba year 198~ cash made available for retirament in any· 
year may be Ul8d. iD whole or part. to retire capital 
funUahad by all patnma dwiDg the most recent fiscal year 
subject to tha requirement that at least rlfty per cent 
(SO%) of such cash shall be applied to tba retirement of 
the oldest outst&Ddi.Dg capital credits as hereinabove pro­
vided. 
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Capital credited to the accounts of each patroD. shall be 
assigned cmly on the books of the Cooperative parsuant to 
written ·instruction ·rrom the assignor and cmly to 
successors iD intirest or -successors iD occupancy iD all or 
a part of such patrons' premises served by the 
Cooperative unless the Board of Directors. actiDI UDder 
policies of general applicatioa. shall determine otherwise. 

Notwithstandin"i any other provision of these By-Laws, the 
Board of Directors, in its discretion. shall have the power 
at any time upon the death of any patrolS who is a aatural 
parson. il the lapl repr81181ltatiftl of . his -.te shall 
request ill writiDI that the capital craditad to aDY such 
patron be retired prior to the time iW:h capital waWd 
otherwise be retired mid8r the Prorimms af ·these· By­
Laws. to retire capital c:r.titad to such patnm. sabjact to 
anj such terms aad ccmdiHnns aa the Board of~ 
ac:tiDI Uud8r pa1icias of paera1 apPucatiaD. aDd th8lepl 
repr8181ltatlftll of such patraD'sestate sbaD agree upcm; 
provided. hawaver. that the ftnancjpl caadltka at the 
Cooperative will DOt be 1m~ thereby. . •. 

The patroDI of the Cooperative. bJ deaJiq with the 
Cooperative, ackDawladp that the tarms aDd provisiaDs 
of the Articles of Incorporation and By-Laws shall 
constitute aad be a contract batwaeD the Cooperatm and 
each patron. and both the Cooperative and the patrcms are 
bound by such contract as fully as thoagh each pat:nm had 
individually signed a separate instrumaDt COiltaiDiDI such 
terms and provisiaas. The pro9isiaDs of this Articla ol the 
By-Laws shall be caD.ed to the attamkm of each patraD of 
the Cooperative by paetiq lD a amspicioua place iD the 
Cooperative's offica. 

ARTICLE IX. 
Waiver of Notice 

Ally member or any DirectDr may wain. iD writiD& any 
DOUce of meetiq required to be (live by thaee By-Laws. 

ARTICLE X. 
Diapositioa of Property 

The Cooperative may not selL mortpge,laaae or other­
wise dispose of or aacumber BDy al its property ather 
than: . 

(a) A property which ill the fadlmeat of the Board of 
Directors aaither fa D.Or will be D8C"'ery ar useful iD 
operatizll aDd mamtamm.a the Cooperative system aDd 
facilities; provided. howevwr, that an sales of such 
property shall DOt. ill any aae (1) year exceed iD value 
ten par caatam ( 10~} of the value of all of the property 
of the Cooperative; 
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(b) Services of all kinds. i.Dcluding electric 81181'8Y· aDd 
(c) ParsaDa1 property ai:qutred far resale: unless such 
~ mortgage. lease or other dlspositioD or BDCWD­

.bi&Dce is first authorized at a regular or special 
meatiq of the Board of Directors by an affirmative 
'IOta of at least three-fourths(~) of the entire member­
ship of the Board af Directon aDd ia thereafter 
autborized at a regular or · special maetinl of the 
members of the Cooperative by the affirmative 'IOta of 

,. at laut two-thirds (213) of the 1'11811lban CODitltutiDg a 
·. qaarum: far the~ of this Article aaly. a quarum 
. abaD caasist of DOt -. thaD 811V81l~ par C8Dt 
· (7S") of tb8 ntlistaNd memberS of tbe Cooperative • 
. aD af _wham lllUit be parsaDaJly ~ at such 
. ..uq. aDd, the DDtiat of sach propaaad saJe. mort-
pall. laue ar otb8r dllpoeitlaa ar 8IICIIIIIbraDce sball 

. haw been cmtain.t ill the DDtica of such maetiDg; 
prvridad. hawner. that DOtwitbataDdiq uaythiq 
baraiD CDDtamed. tbe Board af Directan. without 
autharizatiml by the members. shall haw full power 
aDd authority to· borrow mcmay from the UDitad States 
of America. or any qacy or iDitrumentality thereof. 
or 8llJ corporation. cooperative aasoc:iatlcm. or other 
QI18Dizaticm of which this Cooperative is a member or 
sbarehaldar tharaof. ad iD CGIID8Cticm with such bor­
rowiDp. to authOrize the making aDd isswmce of 
bauds. DOtal. ar othar 8'l'ideDcas of iDdebtadDaa. and 
to sacure the paymaut thereof. to authorize the aacD­

tlaD aDd dali98r'f of a IIIDrilllP or mortaqn or a Dead 
ar Daeda of Trut upaa. or the pJedgiDs or acum­
bnmca8 of 8llJ or an of the property, uaeta. rights. 
privilaps. l1caDaes. fnJDchi._ and permits af the 
Cooperative. whether acquired or to be acquired. and 
wherever situated. all upcm such terms aDd couditious 
.. the· Board of Directan shall datarmi.Da. 

ARTICLE XL 
Fiscal Year 

The fiscal year of the Cooperative shall be u fixed. from 
tfma tD time. by the Board of Dlrectan. 

ARTICLE XJI. 
Membership iA .Other Ora&aizatioaa 

The Cooperative shall DOt become a member of 8llJ other 
orgBDization without an affirmative wta of tba II18IDbals at 
a lll88tiD8 called u provided iD tbase By-Laws. aDd the 
ilotic;:e of said meatiq shaD,specify that actiaD is to be taken 
UlKJil such proposed membership u an item of business: 
provided. however. that the Directors shall have full power 
aDd authority em behalf of the Cooperative to purchase 
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stock iD. or to became a member of any corporaUcm. 
association or cooperative organized an a non-profit basis 
for the purpose of advandDg the interests of Rural Elec­
trification. 

ARTICLEXID. 
··= ·-'~ '\•· 

The corporate seal of the Coaperatlft shall be iD the farm 
of a cllcla and sha11 have iDicribed tbereaD the D8lll8 of the 

· CAaperaUve and the warda WCorporata SeaL Idaho." 
. ~- . : ·~-: 

~. ::· ... ;.· .._ ·r: .. :. 

· ... , ARTICLE XIV.·. 
IaciemoiRcatloa of Omc:en. Directors, .... 

Attoraeys. Employees aad Aaeats 
S.ctfaa 1. 

The CoopataUve shall iDdemDify any person who wu or is 
a party, or is thraat8D8d to be made a party to any 
threatened. pending or completed action. suit or 
proceediug. whether civil. c:rDniDa.L admmiatrative or 
investigative (other thaD an action by, or iD the right of, 
the CoaperaUva) by reascm af the fact tbat such parson is 
or wu a DlractDr. Offlcar, Employae. AttorDBy or Agat of 
the Cooperative. or who is ar was seniq at the request of 
the Cooperatlft as a DlrectDr. Officer, !mJJJoy., or AgaDt 
of aDDthar cooperative, aaociatian. corparati.all. partDar­
sbip, jcrillt vaDture, trust. or ather IIDterprise, · agaiDst 
~ (iDclu.r.tiq attarDeys' fees~ fudlmata. fiDes. and 
amcnmts paJd iD settlamaDt actually BDd reuailably incur­
. red by such person iD CIIDil8CtiaD with such actkm. Suit or 
proc-flng if sach parson acted iD gaod faith and iD a 
lllaDD8I' such parson reucmably believed to be iD. or uot 

. opposed to, the bast iDtBrestl of the Cooperative. and. with 
respect to any c:riDdDal actfaD or pra c..tinl had DO 

reascmable cause to beUeva the COIIdact ·of such penon 
was UDlawfuL The termiDaticm of any actfan. suit, or p~ 
ceedJq by judgment. order, sattlamaDt. canviction. or 
upcin a plea of DOlo cnntaadere or its aquiva)aDt. shall nOt. 
of itself, create a prasampticm that the person did not act 
fD gaod faith aDd iD a IIWIIl8r which sach person 
l'881011ably baJined to be iD. or not opposed to. the bast ID­
teresta af the Cooperative. and. with raspect to any 
crim.iDal action or ProcaecliD.& bad n&~QD.Bbla cause to 
believe that the amduct of such penaD wu UDlawfuL 

.. 
Sec:tlma 2. 

Tha CooparaUve shall Indemnify any panan who was or ia 
a party, or Ia threataDad to be made a party to, any 
thraataDsd. peading or completed action or suit by, Ol' in 
the right' of, the Cooperative to procure a judgment iD ita 
favor by reaacm of the f\ct that such pancm is. or was. a 
Director, Omcer, Em~ Attorney or Agent of the 
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Cooperatift. or is. or was. serviD& at the request of the 
Cooperative as a Director. O!fiCS!'· Employee. or Agent of 
inothar Cooperative, associatiaD. corporation. partDer­
ship, joint venture. trust. or other enterprise, qai.Dat 
expell88S (includins attorneys' fees) actually and 
re8sonably incurred by such pe.rscm ill CODI18Ction with 
the dsfBDSe or settlamaut of such action or suit. if such 
perscm actad in· good faith and in a m&DDSr such perscm 
reasonably beliavad to be iD. ar DOt apposed to the bast 
intareits of the Cooperative. 8Dd axcapt that DO lDdam-

. ziiftcatklll sba1l be made iD rapact of any c1a#a. ialua. ar 
matter aa tD which such panaD aball have beaD adjudpd · 
to be liable far !J8Ii.igaDca ar ad• "dw:t ID the perfCJJ~­
IIUIDCII of the duty of euch penaa tD the Cooperativa. 
1ID1aa. aDd cmly to tba extallt that tba cuart iD wbich such 
acticm ar nit waa brought shaD datarmme upon applica­
tkm that. dalpite the adfudlcatiaD olllahiiity. bat iD view 
af all tbe c:ircmDitaDces Of the call. such pei'ICID ia fairly 
aDd nt81D118bly entitled to IDdtiamity of such upeaaaa u 
the court shall deem proper. 

Secdaa 3. 
To the ataDt that a Dlractor. Officer. Employee. Attomsy 

· or Apnt of the Cooperative has been successful. on the 
merits ar otherwise, in the dsf8DS8 of any action. suit. or 
ProcaediDs referred to in 58cticms (1) and (2). in defaDSe of 
lilY claim. issue. or matter thereiD. such person shall be 
indamnjfi.t qaiDst expaDses (inchviing attoi'D8ys' fees) 
actually aad reascmably iDcurred by such perscm in 
CGIID8CtiaD therewith. 

Sectlall t. 
Any iadenmificatima UDder Secticml (1) and (2) (ualeaa 
ordered by a court) sballbe made by the Cooperative cmly 
as authorized iD the Spedflc cue. upon a determiD8ticm 
that tndfi!!IJiificatlaa of the Dlrector. Officer. Employee. 
Attomsy or Agent il proper in the circumstaDcas because 
such. pei'IOII hu mat tha applicable staDdard of ccmduct 
set forth iD Secticml (1) or (2~ Such datermmation ihall be 
marla (1) by the Board of Directors by a majority vote of a 
quorum c:aasistiq of Dlrectars who ware aot parties to 
such action. suit. ar proceeding, or (2) if such a quorum is 
aot obtaiDable. or, mm if obtainable. a quorum of 
disinterested Diracton so directs. by iDdependant legal 
COUD88l iD a writtaD opiDicm.. or (3) by the members. 

s.ctlall· 5. 

!xpeD88I iDcurrad in dafendi:ag. a dvil or criminal action. 
suit. or procaedini may be paid by the Cooperative in 
advance of the final disposition . of such action. suit ar 
proceeding as authorized by the Board of Directors iD the 
spacific cue. upcm receipt of an UDdartakiD.g by· or CD 

behalf of the Director, Officer, Employee. Attorney or 
Agent to repay such amOUDt. UD1ass it shall ultimately be 
detarmiDsd that he is entitled to be indemnified by the 
Cooperative as autharizad in this Article. · 
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1ba iJldamnificatiDD provided by this Article shall not be 
deemed exclusive of any other rights to which those seek· 
iDg indamnilicaticm may be entitled UDder any By-Law, 
Sfl'MID&Dt. vote of members or disinterested Directors, or 
UDder any Jaw. or otherwise. both as to action iD his 
afficial capacity aDd aa ·to actiml iD uathar capacity 
while baldiDI such af6ca. .and shall CUDtiDue aa to a 
parsOil wbo has c:auC to be a Director, Officer._ 
EmpJoyae. AttarDey ar Apnt. aDd shaD fDure to the 
haDafit of the hein. aw:uturs.. ud admizlimoatara of such 
apenaa. 

The Coaperatiw may pardwe BDd maiDtaill iDsarance on 
behalf of BDY penma wbo is or was a DlrectDr. Officer. 

_lmployee. Attaruy ar ApDt of the Cooperative, ar who is 
ar wu .ma, at the requast of the Cooperative u a 
Dlrectar, Offlcar. EmpiDyae •. or Apnt of another 
aJOpel'lltfve. UIOCiatiaD. corporation. partnership, joint 
ftllture, trust. ar ather aterprise, agajDst any UabUity 
usartad qa.inst Such penon and incurred by such person 
iD any such capacity, or arising out of the status of such 
person aa such. whether or not the Cooperative would 
have the power to iDdaamify such persGil ap.iDat such 
liability UDder the provisiDDa of this Articla. 

ARnCLEXV. 
Ameacbaeats 

The By-Laws af the Corporatfcm may be Blll8Dded as 
provided by the Jaws of the State of Idaho; provided that. no 
By-Law sbaJl be altarad. repealed or amaaded at any 
ammal or special meatlllt of the members of the 
Cooperative unless the Datica of such amma1 or special 
ID88ti.a.l inch1dM or is acc:ampanied by. a copy of any such 
prapoaed By-Law amaadaumt or alteration to be pi'888Dted 
at sach lll88tiq or iDcludas notice that a proposal to Npeal 
a specific By-Law or By-Laws will be actal upcm at such 
maetiq. 

Ally alteration. amendment or repeal of the By-Laws 
· amst be certified· by a majority of the Directors· and the 

Secretary of the Cooperative. aDd recorded iD the book of 
By-Laws kept iD the registared office of the Cooperative. 
Tbe date of tba lll8lftlq at which the alteration. amaadment 
or repeal wu 8DaCtad must be stated iD the margm of the 
place where the arigiDal form of the By-Law. altefed. 
elnended or repealed apPears and a refenmca must there 
alao be made to the pap of the book and By-Laws where the 
alteratton. amaadaumt or fact of repeal is stated. &ly 
alteraticm. amendmaDt or repeal shall not take effect until 
the provisioDs of this Articla are fully complied with. 
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July 19, 1991 

General Service Administration 
FAR Secretariat (VRS) 
18th and F Street, NW Room 4041 
Washington, D.C. 20405 

till~ r/8-iJ~ 
I 

~: ::· .:.:-. ·:::: ··= _.:.-:: ··:·.-.;,·,-:. 

RE: Comments of Sheridan Electric Cooperative Inc., on proposed Federal 
Acquisition Regulation for the acquisition of utility service (FAR Case 91-13) 

Dear Sir: 

Sheridan Electric's primary concern is that part 52.241-13, titled capital 
credits, parts (b)(c)(d) are against the Cooperative's bylaws and also state 
and federal gov~rnment laws. 

First, providing the amount of the capit~l credit pay-out within 60 days of 
the fiscal year-end would pose a problem for some.cooperativ~s. An electric 
cooperative typically assigns capital credits annually to each of its members 
as soon as practicable after the close ~f ·its fiscal year-end. Capital 
credits cannot be assigned, however, until the cooperative's annual 
financial statements have been audited; th~ amount of such capital credit 
assignment, therefore, may not be available within 60 days of the cooperative's 
fiscal year-end, depending upon whether annual audit has concluded. 

Second, providing the timing of when the capital credit cash pay-out will be 
made is even more problematic~ Capital credits are typically paid out in 
cash to. members (i.e., retired) several years after the capital credit 
assignment. While .many cooperatives, pursuant to policies of their boards 
of directors, have established capital credit retirement cycles which 
set the timing of capital credit cash payout, such timing can be changed 
at the discretion of the cooperative's board of directors in response to 
the changing capital needs of the cooperative. If.during the period before 
capital credit retirement, the cooperative experiences the need for increased· 
capital resulting from. some catastrophic circumstance such as hurricane·, 
c~nges ill available financing or other changing conditions, it might be 
necessary to withhold payment of those capital credits. Additionally, 
as discussed below, the cooperative ·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 eo-mortgagee with·REA. 

Additi.onally, many distribution cooperatives are member-owners of generation 
and tra~smission cooperatives (G&Ts), and as such, are entitled to receive 
capital credits from the G&T, It would be virtually impossible to determine 
the appropriate capital credits due the distribution cooperative from the 
G&T, and consequently the distribution cooperative's own.member-owners, 
within 60 days after the close of the distribution cooperative's fiscal year • 
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~ore important 1::, ·Sheridan Electric believes that subsection ( c ·' tvculd 
require t~e COO?t:rati•:e to ·;iolat.a its own by-laws, articles of i.:ic . .:-r~·.:-:-.:.:~·-. 
and consequently state laws governing cooperatives. Cnder subsection ~C·, 

cooperatives would be required, upon termination or expiration of a contract, 
to pay the government for all unpaid capital credits. As indicated in 
subsection (a) quoted above, the government is entitled to be paid for 
capital credits in the method and at the time provided for ·in the cooperativ~'s 
bylaws. P.rovi.sions requiring payment at the expiration or termination of 
a .. contract would generally be inconsistent with the very· terms and conditions 
which subsection (a) recognizes as controlling the provision of service 
from a cooperative to one.of its members, the government. Such action on 
the part of the cooperative would also most likely violate applicable state 
laws which govern the operation of cooperatives within.the particular state. 

Capital credits are unique to not-for-profit electric and telephone cooperatives 
and of necessity must be treated in a manner which is consistent with their 
bylaws, as well as all applicable federal and state laws. In a· cooperative, 
there are no "profits" to be disbursed t.o investors. Rather, to the extent 
that income exceeds costs, these "margins" accumulat.ed as· capital credits. 
They are, in accordance with the cooperative's bylaws, returned to the 
member-owners in direct proportion to their use of electricity. Return 
of capital credits to a cooperative's members is made in·a manner which must 
be consistent with the requirements of the cooperative's bylaws. As a 
member of the cooperative, the government is entitled to be· paid its capital 

·credits, consistent with the cooperative's bylaws; it is not however, entitled 
to become a privileged class of customer. Provision of capital credits to 
the government in a manner which is inconsistent with the cooperative's 
bylaws grants the gove~ent a preference over other cooperative members. 

Furthermore, a unique preferential treatment for the government's capital 
credits over those of the other cooperative members could result in an 
electric cooperative's loss of cooperative status under federal income 
tax laws. Maintenance of cooperative status is required in order to preserve 
an electric Cooperative's income tax exemption. in order to qualify for 
cooperative status, an electric cooperative must operate on a "cooperative 
basis" treating similarly situated members equally. 

Additionally, rural "electric systems, as generally small "not-for-profit" 
entities, have limited sources of capital. The majority of their capital 
requirements are met by the Rural Electrification Administration. In order 
to be eligible for these loans, rural electric system are required to 
develop and maintain certain equity levels. Disbursing capital credits 
may be restricted or prohibited by REA· depending upon the equity level of 
the borrower. Thus, repaying the capital credits as required in Part 52.241-
13 could be in violation of the terms and conditions contained within the 
government's own mortgage requirements, could cause the cooperative to 
default on·its mortgage with REA or other lenders, or at a minimum prevent 
the cooperative from competing to serve the government's load where such 
competition is consistent with state ·laws.~ 

Sheridan Electric would appreciate it if you would rescind the section 52.241-13 
of 48CFR(FAR Case 91-13). We must treat all members the same or we would be 
discriminating our grass root members. 

S~ly, ,__~/ 

~~~A/ 
Manager 
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July 19, 1991 

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

SUBJECT: FAR Case 91-13 

Gentlemen: 

This letter is in opposition to p-roposed rule on the acquisition 
of revenue from utilities (56 Federal Register 23982) and in particular 
paragraph 52.241~13 Capital Credits. Southern Pine Electric Power 
Association allocates Capital Credits as of the end of each calendar 
year after the completion of the annual independent audit, and therefore, 
cannot pay to a federal contractor Capital Credits within a sixty 

·::.. .. - ... 
::; .. -. ·.-:.- .... 

day period or upon the termination or expira.tion of the contract with a 
federal contractor. The bylaws of the association provides for the payment 
of Capital Credits to all its members-upon board resolution only, depending 
upon the financial condition of the association. 

The payment of Capital Credits· to federal contractors would be in 
conflict with the association's bylaws and at the detriment of its 
members if the above referenced regulations were put into place. 

We would appreciate your consideration of these comments and allow 
electric power associations to pay Capital Credits as ~rovided by resolutions 
from time to. time and pay all members Capital Credits simultaneously. 

If you have any questions, please let me know. 

Sincerely, 

General Manager 
"S 

DLJ:ek 

. . 2 
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MOR·GRAN·SQU ELECTRIC COOPERATIVE, Inc. 
202 6th Avenue West e P.O. Box 297 

Flasher, North Dakota 58535 • Phone 597·3301 e FAX 597·3915 
John L Sims. General Manager 

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

July 19, ~991 

FEDERAL ACQUISmON REGULATIONS FOR THE ACQUISmON OF 
UTILITY S;ERVICES (FAR CASE 91-13) 

Dear Sirs: 

. It has come to our attention that the General Services Administration (GSA) 
is proposing adding language to all contracts between Federal facilities and 
cooperative utilities. Mor-Gran-Sou Electric Cooperative, Inc., would like to go on 
record as opposing the additions as proposed. 

The additions we find particularly troubling are located in 52.241-13 Capital 
Credits. Paragraph (b), last sentence where it states " ...... and. the date the payment 
is to be made." lit cooperatives, the date the payment is to be made is contingent 
upon the current fiscal strength of the cooperative .. Payment dates can vacy widely 
and are established by the utility's board of directors. Firm dates of payment might 
impair the utility's financial flexibility and· cause undue financial burden to existing 
rate payers. . 

Paragraph (c) in its entirety may prove unworkable .. Major by-law revisions 
would have to be adopted by the memberships of most cooperatives. If the 
cooperative's membership decides not to adopt such amendments, it would be illegal 
to make payments .as proposed. Such paJDlents are made only to the estates of 
deceased patrons and, in some cases, to dissolved partnerships and corporations. 

In other paragraphs, additional administrative over-burden will be added, 
resulting in added costs, if the proposals are adopted. ·Paragraph (d) ·contains 
language that would cause minor, but expensive, software changes in our accounting 

procedures. RE C E \ V E. 0 



General Services Administration 
July 19, 1991 
Page 2 

Please consider the implications of these changes. Adoption of the proposals 
would increase our costs and could prove to be unworkable if the membership of the 
cooperative would refuse to amend the bylaws. 

cgt/L7l92 . 

Sincerely, 

. John L. Sims · 
General Manager 
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July 19, 1991 

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

Subject.: FAR Case 91-13 

Dear Sir: 

The rewrite verbage used in 52.241-13 Capital Credits is totally 
inconsistent and inappropriate for our Cooperative and I would 
quess all Cooperatives. . · 

The u. s. Government should be treated no differently than any 
other Member. 

It must be remembered that the Membership through the election of 
the Board of Directors establishes the mandate that the cooperative 
be managed in ~ manner to mainta·in financial stability.. In 
changing conditi~ns, that means flexibility must exist and one such 
area is rotation of Capital Credits. The following, base concept 
must be maintained: 

"Capital Credits will be assigned in an 
equitable manner to all Members and returned 
when the financial conditions permits as judged 
by the Member-elected Board of Directors." 

Exact dates and amounts are inappropriate. The u. s. Government 
should not be given preferential treatment over the .rest of our 
Members. 

Please make rewrite consistent with the long-established and 
effective Cooperative concepts. 

Sincerely, 

COOPERATIVE·, INC. 

kv· 

pc Trice Board 



July 19, 1991 

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

Reference: FAR Case 91-13 

ELECTRIC CO·OP 

The proposed rules on acquisit.ion of services from utilities 
(56 Federal Registe~ · 23982) would impose nearly · impossible 
conditions on rural electric cooperatives. 

Paragraph 52.251-13 (b) states that the Government must be 
notified of accrued capital credits within 60 days after the close 
of ·the fiscal year. This requirement is practically impossible to 
comply with because the annual audit of financial statements is not 
completed and accepted by the Board of Directors of Blachly-Lane 
Cooperative until the third month after· the close of the year. 
Capital credits cannot be allocated until after that time. Also, 
that paragraph states that the Government must be notified of the 
date that payment will be made on capit~l.credits accrued for the 
previous year. Did the authors of this requirement really believe 
this was possibl_e? Usually, capital credit retirement policies of 
·cooperatives ar~ quidelines, not specific schedules for retirement. 
Actual payment may require board resolution and possibly approval 
from the Rural Electrification Administration (REA) on a year-by­
year basis. Also, policies may be changed by resolution of the 
board of directors. 

Pa~agraph 52.241-13 (c) states that capital credits shall be 
paid to the Government upon contract termination. This requirement 
would be contrary to the bylaws provisions of mos.t electric 
cooperatives! It would also be contrary to the recommendations of 
REA. (Bulletin 102-1). 

Most electric cooperatives are financed REA, a governmental 
agency which has requlatory authority over its bo.rrowers. It is 
extremely poor policy to have the requirements of one governmental 
agency (GSA) conflict with the requirements and recommendations of 
another (REA). · 

• 

Enclosures:. Excerpts from 
Bylaws, Mortgage Ageement, 
Membership Application 

. n n ? , tool 

90680 HIGHWAY 99 • · EUGENE, OREGON 97 402 • TEL 688-8711 • FAX 688-8958 
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AI'I'I,ICANT (:01\II'I .. ETE 'fillS SF.(~TION 
1\1El\UJERSIIII, Af'•pJ.,ICA'rJON 

t,or Office t.Jse Only 

Nnmf' nf Applicant-------
Acltln~!t~. 

Cit.y, 1.ip -·. ··- ----·-·-----·· ... 
J~m1•loyrd hy 
Rnr·lnl f:rru.-ily No. _____ --·. 

T(>lrphnne No. ---------­
Name of Spo~Re (first name) 
lin~ npJllirnnt hnd previonR service with nlrwhly- Lnn•~? Y f'~ [] No lJ 

Arrnunl No. 
l.inr l..twnlinn 
I )n I'' ( ~nntu•t·l •·rl 
( :nl'il.al C ~r·•·rlit Nu. 
M••ml••·r~hi1• Nn. 
M••nih•·r~hil• l"c•r• 

~··· ''" •.. ,.,. 
lh·pm~itiiA•ttc•r urt :r. 
ltrcrivr.d Uy 
ll:tlr. ....... -- .. --·--- .. ---·--·-···- ·······---······-······ 

The undersigned hereby applies for memherRhlp in Ute nlnl'hly-J,nne County CooprraUve F.let'trle AsAnciatlon 
(hf'l;('innfter enlled the "Corporation") nnrl in con~i,JernUnu of t.hr. nr,.r.pt.nnf'r. of lhi:o; Rl•l•lirntion RJP:n~e!1 wit.h the Cor­
I)(Jrnl .. iun t.o nhido by the termR li!tlr.d on thr. revr.rRe side of lhi~ Rllltlic·nlinn . 

. ----··------·(Applicant) 

The above application for membership accepted by Olaehly-Lnne County Cooperative Electric Assodation the 
--- day of 19 __ • . 

(Secretary) 
•; .. ~..-. ........ ~-.....o-n_n_n_n_••-n-o.-..e..-......,... .. .,.__..~ .. ._.,_,, .. .,......,_.....~~~~-..,~.,......_... .... -....-..,.-..-~_..,.._n_a_~., .. ~:~-··:• 

•:•·--~•...,.- a •• - M ,_ .._,.,_......._,.,_..,_....~,,~.._,tr_n_,......,a_...,_........,,_.,._.,..,_,.~,....,_...,._.......,..._...,...,. ... ..._......_.........,._.........,._.,..~ •• !. 

,.~.., tOUNIY tO·OP lllt1HIC ASSOtiAIION 
906RO HWY. 99 

EtJGENF.. OnfGON 97402 

A nrm-f'rnfit coofttrntifJr nssorinlitm ·i,unrf'arnlrd rmtlrr Clrnftltr PITI ,, Titlr X~\"P of tlrr Or,gon c,J,, 1930 

Certificate No.----· 
1'111S CF.RTIFJF.S TIIAT ·--···--·-· -· ....... I~ n m~mher flf 

Ulac:hly-J~nne Cnnnty (~ooperaUve nledrlc: AAAodnUon 

IN WITNESS WIIEREOF the Corporation hns cnused thht C('rUficnt.c to he Rlgnr.d hy it!'t President and Seeretnry nnd 
Its corporate seal to be affixed thia --------- ..... ____ ... dny of -···-····-· ..... _. , 19_·--· 

l'rr~ident. I 
' t 

~-------·--·---·-·-.. --.. --·-.. -·-·--·==·--=:.~ .. ~.----·----~~r~~·~~--:._ .. -..1 
. ; .. ~. ,: .' 

.;;::·.· ... 
o : '~ o I 

. : .' ~·· 

qi.,13-Jb1 



. . . I ') 
-; 1. The applicant Rhall have all the right~ nnd privilege~ grnnled -to members under Lt./ -;:).JeR :; A~!tP.dntion and 
Uy-Laws of the ~Corporation or nny nnu•mlment.~ lh('reto and will comJlly with and be bound by ·such Articles of Associa­
tion and ·.By-Law~· and all. rules and regulations as may from time to time be adopted by . the . Board .of Directors of 

·:th~.:.Corporatlon. •· ·· ··· ': · ·· . · ;:· 
2. The RJlfllirnnt will pay forthwith to. the CorJlornt.ion n mrrnh('J'~hip fre or Five DollnrR (6.00) nnd to depo!':it wit.h 

the Cnoprrnlivc ~mch con~umcr'~ depo~it n~ i~ rctauired lay the IJoard of Vir('ctors: it hein.r expressly understood thnt aur.h 
deposit !thnll he non-Interest bearing. 

3. That fee. Rpet'ified In (2) Rhnll he rerundnhlc upon termination or membr.rship r.xcept in the event lhnt the appli­
rant fail~ to fulfill his t'Ontract with the CooJlerntive a~ provided in the By-Laws nnd that any depo~it speclfir.d in J2) 
shnll he refundable to. Applicant upon termination of service except any portion applicable to the payment of bills ne 
the Cooperntive. 

-1. As ~(,on ns eleetric rnerny r.hnll hr nvnilnhlr nrter Ute ls~unure to the Rflplicnnt or n mrmherr.hlp certiflcnte, the 
np(Jiicant ahnll purchase monthly from the Corporation not less thnn the minimum amount of electric energy which shnll 
fr·om time to time be det.ermln('d hy the Ronrd of IJJrectortt or the CnrpnrnUon nrul will pny therefor, nnd for nil ntldi­
t.inunl ('lt•rh·ie r.nrrgy lls('d hy the RJtftlic·nnt, the pric~ whlf'li shnll frum time to tim«' lte rixed thl'refor lty the Uonrcl 
u( I )j r·r.c~turR. 

6. The npplicnnt will grant to the Corporntlon at lt!ll request tite nl'ces~ary rightA, prlvllegett nnd ensr.ml'ntlt to con­
struct, operate, replace, repair nnd perpetually malntnin on the. property owned or occupied by the undersigned, an'l in 
or upon all roads, streets or highwnys abutting said property( Its line or lines for the · transmh,sion or distribution of 
electric energy, and will execute and deliver to the Corpornt on any conveyance, grant or htRtrumcnt whieh the eorpor­
nti•m shnll dcrm nr.rrsAnt·y or rtJf1Vf'l1ir.nt for snld t•nrtm!'lc'!ll nr nny ur t.hrm. A II ftr.rvirP linr!'l l'llftplyinp: t.hn unclrrAIJtn•·•l 
with t•lc•t•f.rlr rnrrgy nncl nil Awit.t•hrA, nu•t.rr·R. nrul othrr· nJtfJIInnt•t•A nrul t'tlUIJttnrnt runRt.rudrcl ur lnRlnllrtl lay thn t!nr-· 
1•nr·ntinn on Rnlcl pruJ1erty, cxc"l't tm much thrrcof, lr nny, nR Ahnll he 1m d fur hy tho unclerRign .. d, Rhnll nt nil lirn«',..- .i.e 
the Role property of tho Corporntlon, and the Corpornlion Rhall hnve the rfght of acccs!ll to RAid property to rcpnir ancl 
aervice, And upon. the discontinuance of Rervice for any reasnn tG remove the Rame. · 

6. · The applicant acknowledge" and agreP!II that an amount not lesR than 12.70 nor more than 14.00 per yPar of his paymentR to th~ _ 
Cooprrntive ts for a subscription to Ruralite MnRa7.ine. 

The certificate and the membership evidenced hereby are transferable only upon and subject to the proviRions of the 
Artide!it of Asl"ocfatlolll and By-~aws of the Co•·poration. The Corporation reserve~" nnd Ahall have the exclusive right 
and option to purchaRe such membership;- Jlrovlded, however, thnt If the Corporntion Rhall not have exercfacd Its option 
R9 provided In the Articles nC AsRoclatlon nnd Ry-Law111 RUch membership !"hall not he trnn!lferrcd or Rold to any J•erson, 
firm, partnership or corporation unless such pet!'lon, firm pnrt.nership, or corporation I~ eligible to membership and becomPs 
a member in the Corporation pursuant to the provh,ions of the Articles of Association and By-Laws of the Corporation. 
Upon termlnntlon, as provided In the Ry-l.aws, or the membership of the holder hereof, t.hls certificate tthnll thereupon 
be surrendered to the Corporation. Ench member of the Corporation !thnll be entitled to one vote and no more at all meetings 
of the members of the Corporation. · 

This certificate and the membership eviclenred herehy nre Auhject to nil the terms, conditioma and limitations of th~ 
Articles of A~tsoclatlon and By-J .. nwR or the Corporation and all amendm .. nt~~t thereto nnd to the npplicntlon of the hold('r 
hereof for memberRhlp In the Corporntion. 

;·.-..... 
0:· •. 

:)!:.::.~ 



; >·:). 
:.J ... 

-~~-i~. 
· .... 
. {)·I· 

..... 

. ::-~1~ .. ·. 
·.::·.:, 

·~ 
··~ ··;· 

. ·: =~ 
. •.· ·: 
. .,·::; .. , 

.. \: 
. ;( 

. .'~] . 

J 
.·J 
'I 
'! 
·: 

. ;! ., 

·~ 

) 

' • J 

. ·1 
·, 

I 
:i 

.· .. l 
1 

l 
·j 

:1 
I 

. ~ 

.· .·;:;:'·: 

Blachly-lane County Cooper alive Electric Association ___________________ _. ___________ _ 

q1 -J E -/cl? 
SECTION 2. ·PATRONAGE CAPITAL IN CONNECTION WITH 

FURNISHING ElECTRIC ENERGY. In the furnishing of electric 
energy the Cooperative's operations shall. be so conducted that· all 
patrons will through their patronaae furnlth capital for the cooperative. 
In order to ln"duce patronage and to assure that the Cooperative will 
~perate on a non-profit basis the Cooperative Is obllaated to account on 
a patronage basis to all Its patrons for all amounts received and 
receivable from the furnishing of electric energy In excess of operating 
costs and expenses properly chargeablt against the furnlshlna of 
electric energy. All such amounts In excess of operating costs and 
expen5es at the moment of receipt by the Cooperative are received with 
the undentandlna that they are furnished by the patrons as capital. 
The Cooperative Is obligated to pay by credits. to a capital account for 
each patrons all such amounts In excess of operating costs and 
expenses. The books and records of the Cooperative shall be set up and 
kept In such a manner that at the end of each fiscal year the amount of 
capital, If any, so. furnished by each patton Is clearly reflected and 
credited ,In an appropriate record to the cepltal account of each patron, 

· and the Cooperative shall within a reasonable time after the close of the 
fiscal yeir notify each patron of the amount of capital so credited to his 
account. All such amounts credited to the capital account of any patron 
shall have the same status as thouah they had been paid to the patron 
In cash In pursuance of a legal obllaatlon to do so and the patron had 
then fur~lshed the Cooperative corresponding amounts for capital. 

All other amounts received by the Cooperative from Its operations 
In excess of costs and expenses shall, Insofar as permitted by law, .be 
(a) used to offset any losses Incurred durlna the current or any prior 
fiscal year and (b) to the extent not needed for that purpose, allocated 
to Its patrons on a patronage basis and any amount so allocated shall be 
included as a part of the capital credited .to the accounts of patrons, as 
herein provided. 

In the event of dissolution of liquidation of the Cooperative after all 
ootstandlna Indebtedness of the Cooperative shall have been paid, 
outstanding capital credits shall be retired without priority on a prorata 
basis before any payments are made on account of property rights of 
members. If, at any time prior to dissolution or liquidation, the Board of 
Directors shall determine that the financial condition of the Cooperative 
will not be impaired thereby, the capital then credited to the patrons'· 
accounts may be retired In full or In part. After April 12., 1986, the• 
Board .·of ·.Dirt:c:tGU~ ... h~.JJ~~aJtft~IJ~I~:P.t'~~~tl01in~ ''-".1lfS. 

~~C;rdt!r;~~~;fe.trr.i~~n~1.:·1fTtff~JJP~JRWn1r.KWtit6ta;!'l'•"·a ~hert!afte~-~ ·:: :·' 
·~tffltorru•lled~ as ·~t:adltar. 

Capital credited to the account of each patron shall be assignable 
only on the books of the Cooperative pursuant to written ln.strudlons 
from the assignor and only to successors In Interest or successors In 
occupancy. in all or part of such patrons premises served by the 
Cboperatlve unless the Board of Directors, acting under policies of 
· ----• application, shall determine otherwise; 
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NntwithstandlnR an\· othttr provisions of thr.~r U\'lilw~. the Board 
of Directors, at Its discretion, shall have the powttr at an\' timtt upon the 
death of any patron, lncludin1 any Joint owner of a membership, If thtt 
legal representatives of his estate shall request in writing that the 
capital credited to any such patron be retired prior to the time such 
capital would otherwise be retired under the provisions of these 1 ·• . :-· • 

Bylaws, to retire capital credited to any such Piltron or ioint rnrmhrr· l . 
ship Immediately upon such terms and conditions as the Board of · ~; ·. : . 
Dlrectt•rs, acting under policies of aeneral application. and the legal ~-:, 
representatives of· such patron's estate shall aaree upon; provided, 1· ..• • 
however, that the financial condition of the Cooperative will not be , ... · 
Impaired thereby . 

The patrons oJ the Cooperative, by dealina with the CooJlerative, 
acknowledge that the terms and provisions of the Articles of As­
sociation and Bylaws, shall constitute and bt" a ·(Cmtract bctw('r.n thp 
Cooperative and each patron, and both the C9operatlve and the tHitrot15 
are bound by such contract, as fully as though each patron had 
Individually signed a separate Instrument tontalnlng suc.h terms and 
provisions. The provisions of this article of thP Bylt~w!l shall br r:allr.d to 
the atlentlon of each patron flf the . CoopP.ratlve by flO!iillnr. In a 
conspicuous place In the Cooperative's office. 

ARTICLE IX 

· . Waiver of Notice 

Any member or director may waive, In wrllina. any nulin• of 
meetlnas required to be given by these Bylaws. 

ARTICLE X 

Disposition of Property 

The Cooperative may not sell, mortga(le. lease or otherwise 
dlspos~ of or encumber any of 'Its property other than: 

(a) Property which In the ludame.nt of the Board of Directors 
neither Is nor will be necessary or useful In operating and maintainlnR 
the Cooperative's system and facilities; provided. however, that all 
sales of such property shall not, In any one (1) year exceed in value ten 

.••·. . ... .. 
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per centum (10%) of the value of all of the property of the ·cooperative; Fl:·.: ·:· ::: 
(b) Services of all kinds, Including electric energy; and · ·' · 
(c) Personal property acquired for resale, unless such !iialr, mort-

RARe. lease, or other disposition or encumbrance I~ autlmrbf"d at a 
meeting of the members by the affirmative vote of at ll'il~t two-thirds 
(2/3) of all members, and the notice of such proposed sale, mortRa~e. 

1
. · . 

lease or other disposition or encumbrance shall havP. .bf'en contilinttd in ::·.; 
the notice of the meeting, provided, howe.ver., that r~otwith~tanclinA 1;:(·• ... 
anythlna herein contained, the Board of D~rectors, wi~authoriz- :::.=: .: . 
atlon by the members, shall· have full power and autt-. borrow . · .. 

.. ::·!·~:i·::!\~:: 
·.•:·· 
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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 aJ.~ 
such further action, as may reasonably be requested by either ;t.t,rtgagee in order to 
inc~ude in this Mortgage 1 as Mortgaged Property,. and to subJect to all the terms and 
conditions of this Mortgage,· all. righti tit~e and interest of the Mortgagor in and 
to, .all and singular 1 the automobi~es, trucks, trailers 1 tractors 1 aircraft 1 ships 
and other vehic~es 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, ~t to any person, firm or corporation wh·:> 3hall 
have b~come 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 consente~ 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 el~ctric 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 

. ..:.: ~rtgagees 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 -

- ·-· 
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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 
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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 
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Reclwood E1et~tric (0(lperative 
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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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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 



~&'I.U'i.n.~ Camp&alf. (l'Val~·otth and r:Pottn Courzti.u 

u.•i.th .L'.,L~· c.,s.t Et~=!":.L:Lt-4 •.. 

. I 
ELECTRIC COOPER.-\ TI\'E. 1:'\C. 9/-}3-Jif 

~----~~==========~~----~~================~,) 
BOX 135 • SELBY. SOUTH DAKOTA 5747~ Telephone649-7n76 =-========::::~--

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. 
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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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,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 
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:\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 
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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. 

JUL 2 3 1991 

"An EQual Opportunity Employer" 



Letter to: General Services Administration 
Swbject: FAR Case 91-13 

ql·-13--1~ 
July 16, 1991 
Page t'wVO 

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. 

JUL 2 3 \99\ 
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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. 

. ' :~ . ':':-
; : :~.:. 
.. ·-- .. · 

- ;.._ . - :'" - ..... 

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 

JUL 2 3 1991 
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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. 
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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. · 
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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. 
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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. 

14 
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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 

16 
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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). 

II 
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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. 
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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. 
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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 

TWM:po 
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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 

2 

• 



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 
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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. 
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(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: 

~ooen Booc 

8rucev111e 
C:ortez Sm1tn 
.a ev Mu·s 

McLe·nnan County Electric Cooperative, Inc. 
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.1;l·ec W1etnorn 
McGregor 

:l Q 30X 3: ~ 
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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 
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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 


