RURAL ELECTRI C COOPERATI VE LAW
Laws 1942, Chapter 566
AN ACT relating to rural electric cooperative, non-profit, menbership
cor porations, constituting chapt er seventy-seven-a of t he
consol i dated | aws
Becane a law April 29, 1942, with the approval of the Governor. Passed,
three-fifths being present
The People of the State of New York, represented in Senate and
Assenbly, do enact as foll ows:
CHAPTER SEVENTY- SEVEN- A OF THE CONSOLI DATED LAWS
Rural El ectric Cooperative Law
Article 1. Short title; definitions (Secs. 1-2).
2. Purpose; organization and nanagenent; powers (Secs. 10-29).
3. Amendnent; consolidation; merger; and dissolution (Secs.
30-35).
4. Conversion of donestic corporations; authorization to foreign
corporations (Secs. 40-41).
5. Filing and fees (Secs. 50-51).
6. General ©provisions governing property and affairs (Secs.
60- 68) .
7. Construction; separability; effective date (Secs. 70-72).

ARTI CLE 1
SHORT TI TLE; DEFI NI TI ONS
Section 1. Short title.
2. Definitions.

8§ 1. Short title. This chapter shall be known as the "Rural Electric
Cooperative Law. "

8§ 2. Definitions. As used in this chapter:

(a) "Cooperative" neans any corporation organi zed under this chapter
or which becones subject to this chapter in the manner hereinafter
provi ded;



(b) "Person" means any natural person, firm association, corporation,
busi ness trust, partnership, federal agency, state or political
subdi vi si on or agency thereof, or any body politic; and

(c) "Rural areas" neans any area of the state not included within the
boundaries of any city or village having a population in excess of
twenty thousand i nhabitants.

ARTI CLE 2
PURPOSE; ORGANI ZATI ON AND MANAGEMENT; POWERS
Section 10. Pur pose.
11. | ncor por at ors.
12. Nane.
13. Articles of incorporation.
14. Power s.

15. By- | aws.

16. Menbers.

17. Meeti ngs of nenbers.

18. Wai ver of notice.

19. Board of directors.

19-a. Conflict of interest policy.
19-b. Wi st ebl ower policy.

20. Districts.

21. Oficers.

22. Liability of directors in certain cases.

23. Action against directors and officers for m sconduct.

24. Nonexcl usivity of statutory provisions for indemification
of directors and officers.

25. Aut hori zation for indemification of directors and
of ficers.

26. Paynment of indemnification other than by court award.

27. I ndemmi fication of directors and officers by a court.

28. O her provisions affecting indemification of directors

and officers.
29. | nsurance for indemification of directors and officers.



8 10. Purpose. Cooperative, non-profit, menbership corporations may be
organi zed under this chapter for the purpose of supplying electric
energy and pronoting and extending the use thereof in rural areas in
accordance with the provisions of this chapter.

8§ 11. Incorporators. Five or nore natural persons, or two or nore
cooperatives, nmay organi ze a cooperative in the manner hereinafter
provi ded.

8§ 12. Nane. The nane of a cooperative shall include the words
"Electric" and "Cooperative," and the abbreviation "Inc.," and shall be
distinct fromthe name of any other cooperative or corporation organized
under the laws of, or authorized to do business in this state. Only a
cooperative or corporation doing business in this state pursuant to this
chapter shall use both the words "Electric" and "Cooperative" inits
name.

8§ 13. Articles of incorporation. Articles of incorporation of a
cooperative shall recite that they are executed pursuant to this chapter
and shall state: (1) the nanme of the cooperative; (2) the address of its
principal office; (3) the names and addresses of the incorporators; and
(4) the nanmes and addresses of its directors; and may contai n any
provi sions not inconsistent with this chapter deened necessary or
advi sabl e for the conduct of its business. Such articles shall be signed
by each i ncorporator and acknow edged by at |east two of the
i ncorporators, or on their behalf, if they are cooperatives. It shal
not be necessary to recite in the articles of incorporation of a
cooperative the purpose for which it is organized or any of its
corporate powers.

8§ 14. Powers. A cooperative shall have power:
(a) To sue and be sued in its corporate nane;
(b) To have perpetual existence;



(c) To adopt a corporate seal and alter the sane;

(d) To generate, manufacture, purchase, acquire, accunul ate and
transmt electric energy, and to distribute, sell, supply, and di spose
of electric energy to its nenbers, to governnental agencies and
political subdivisions, and to other persons not in excess of ten per
centum of the nunber of its nenbers, provided, however, that such other
persons shall becone nenbers within one year after they comrence taking
el ectric service fromthe cooperative; and provided, further however,
that the furnishing by a cooperative of electric cold storage or
processi ng plant service shall not be deemed to be distributing,
selling, supplying or disposing of electric energy, and provided,
further however, that a cooperative shall not distribute, sell, supply
or dispose of electric energy to any prem ses or building receiving and
using central station electric service or entitled to receive such
service as provided by section twelve of the transportation corporations
|l aw on the effective date of this chapter or to any prem ses or
bui | di ngs hereafter served by any person, corporation or nunicipality
supplying central station electric service, if no co-operative service
is avail able to such prem ses or building at the tinme of such
installation, wi thout the consent of the person, corporation, or
muni cipality supplying or required by said section twelve of the
transportation corporations |aw to supply such central station electric
servi ce;

(e) To assist persons to whomelectric energy is or will be supplied
by the cooperative in wiring their prem ses and in acquiring and
installing electrical and plunbing appliances, equipnent, fixtures and
apparatus by making | oans therefor, and in connection therewith to wire,
or cause to be wired, such prem ses, and to purchase, acquire, |ease as
| essor or |lessee, sell, distribute, install and repair such electric and
pl unmbi ng appl i ances, equipnent, fixtures and appar at us;

(f) To assist persons to whomelectric energy is or will be supplied
by the cooperative in constructing, equipping, maintaining and operating
el ectric cold storage or processing plants, by naking | oans therefor;

(g) To construct, purchase, |ease as |essee, or otherw se acquire, and
to equip, naintain, and operate, and to sell, assign, convey, |ease as
| essor, nortgage, pledge, or otherw se di spose of or encunber, electric
transm ssion and distribution |ines or systens, electric generating



plants, electric cold storage or processing plants, |ands, buildings,
structures, dans, plants and equi pnent, and any other real or personal
property, tangible or intangible, which shall be deenmed necessary,
conveni ent or appropriate to acconplish the purpose for which the
cooperative is organized;

(h) To purchase, |ease as | essee, or otherw se acquire, and to use,

and exercise and to sell, assign, convey, nortgage, pledge or otherw se
di spose of or encunber, franchises, rights, privileges, |icenses and
easenents;

(i) To borrow noney and ot herwi se contract indebtedness, and to issue
not es, bonds, and ot her evidences of indebtedness, and to secure the
paynment thereof by nortgage, pledge, or deed of trust of, or any other
encunbrance upon, any or all of its then owned or after-acquired real or
personal property, assets, franchi ses, revenues or incong;

(j) To construct, naintain and operate electric transm ssion and
distribution lines along, upon, under and across publicly owned | ands
and public thoroughfares, including, without limtation, all roads,
hi ghways, streets, alleys, bridges and causeways, upon obtaining from
the state or the county, town, village or other appropriate municipality
the rights, franchises, perm ssions or consents therefor required by
| aw, provided, however, that the approval or consent of the public
service conm ssion shall not be necessary to the obtaining of any such
right, franchise, perm ssion or consent or to the exercise thereof or of
any right or privilege thereunder;

(k) To exercise the power of em nent domain in the nmanner provided by
the laws of this state for the exercise of such power by other
corporations constructing or operating electric transm ssion and
distribution lines or systens;

(1) To beconme a nenber of other cooperatives or corporations or to own
stock therein

(m To conduct its business and exercise its powers within or wthout
this state;

(n) To adopt, amend and repeal by-laws; and

(o) To do and perform any other acts and things, and to have and
exerci se any ot her powers which nay be necessary, convenient or
appropriate to acconplish the purpose for which the cooperative is
or gani zed.



8§ 15. By-laws. The board of directors shall adopt the first by-Iaws of
a cooperative to be adopted foll ow ng an incorporation, conversion,
merger or consolidation. Thereafter the nenbers shall adopt, anend or
repeal the by-laws by the affirmative vote of a npjority of those
menbers voting thereon at a neeting of the menbers. The by-I|aws shal
set forth the rights and duties of nmenbers and directors and may contain
ot her provisions for the regul ati on and managenent of the affairs of the
cooperative not inconsistent with this chapter or with its articles of
i ncor poration.

§ 16. Menbers. Each incorporator of a cooperative shall be a nenber
t hereof, but no other person may becone a nenber thereof unless such
ot her person agrees to use electric energy or other services furnished
by the cooperative when they are nade avail able through its facilities.
Any nenber of a cooperative who agrees to use electric energy shal
cease to be a nenber if he does not use electric energy supplied by the
cooperative within six nonths after it is nmade available to himor if
el ectric energy is not nade available to himby the cooperative within
two years after he becones a nmenber, or such | esser period as the
by-1 aws of the cooperative may provide. A husband and wife nmay hold a
joint menbership in a cooperative. Menbership in a cooperative shall not
be transferable, except as provided in the by-laws. The by-laws nay
prescribe additional qualifications and |imtations in respect of
menber shi p.

8§ 17. Meetings of nenbers. (a) An annual neeting of the nenbers of a
cooperative shall be held at such tine and place as shall be provided in
t he by-1aws.

(b) Special neetings of the nmenbers nay be called by the president, by
the board of directors, by any three directors, or by not less than ten
per centum of the nenbers.

(c) Except as otherwi se provided in this chapter witten or printed
notice stating the time and place of each neeting of the nenbers and, in



the case of a special neeting, the purpose or purposes for which the
neeting is called, shall be given to each nenber, either personally or
by mail, not |ess than ten days nor nore than forty-five days before the
date of the neeting. If mailed, such notice shall be deened to be given
when deposited in the United States mail with postage prepaid addressed
to the nenber at his address as it appears on the records of the
cooperative.

(d) Unless the by-laws prescribe the presence of a greater percentage
or nunber of the nenbers for a quorum a quorumfor the transaction of
busi ness at all neetings of the nenbers of a cooperative having not nore
t han one thousand nenbers, shall be five per centum of all nenbers,
present in person or electronically, and of a cooperative having nore
t han one thousand nenbers, shall be fifty nmenbers, present in person or
el ectronically. This provision shall not prevent a cooperative from
adopting a by-law that only allows an in-person quorumfor neetings of
menbers. If less than a quorumis present at any neeting, a majority of
t hose present in person may adjourn the neeting fromtinme to tine
wi t hout further notice.

(e) Each nenber shall be entitled to one vote on each matter submtted
to a vote at a neeting of the nenbers. Voting shall either be in person
or by proxy, mail, or electronic nmeans, or any conbi nation of the above.
If the by-laws provide for voting by proxy, mail, or electronic neans,
they shall al so prescribe the conditions under which such voting shal
be permtted. No person shall vote as proxy for nore than three nenbers
at any neeting of the nenbers.

(f) Every cooperative shall keep, at the office of the cooperative,
correct and conpl ete books and records of account and m nutes of the
proceedi ngs of its menbers, board and executive committees, if any, and
shal | keep at such office a list or record containing the nanes and
addresses of all nenbers, the class or classes of nenbership and anount
of patronage capital allocated and unretired to each nenber, as well as
t he amount of any patronage capital allocated to nonnenbers, and the
dates when they respectively were allocated such patronage capital. Any
of the foregoing books, mnutes and records may be in witten formor in
any ot her form capabl e of being converted into witten formwthin a
reasonabl e ti me.

(g) The board of directors may, in its sole discretion, direct that



neeti ngs of nenbers be held partially or solely by neans of electronic
comuni cation, and the electronic service and/or platformby which a
neeting is held shall be the place of such neeting for purposes of this
section if such neeting is held solely by means of electronic

comuni cation. Meetings conducted partially or solely by neans of

el ectroni c comuni cati on pursuant to this subdivision and any nmenber's
el ectronic participation in such neetings shall be subject to such
gui del i nes and procedures as the board adopts, provided the board shal

i npl ement reasonabl e nmeasures to: (1) verify that each person
participating electronically is a nmenber or a proxy of a nenber
according to the ternms of subdivision (e) of this section; (2) provide
each nmenber participating electronically with a reasonabl e opportunity
to participate in the neeting, including an opportunity to propose,
object to, and vote upon a specific action to be taken by the nenbers,
and to see, read, or hear the proceedings of the neeting substantially
and concurrently with such proceedings; (3) record and nmaintain a record
of any votes or other actions taken by el ectronic comrunication at the
neeting; and (4) within a reasonable tinme after, but not to exceed sixty
days after the neeting, distribute mnutes of such neeting to the
menbers of the cooperative in electronic or paper form Menbers of a
cooperative shall not hold neetings by nmeans of el ectronic comrunication
until the provisions of this subdivision have been adopted as a byl aw at
a duly held nenbershi p neeting.

§ 18. Waiver of notice. Any person entitled to notice of a neeting may
wai ve such notice in witing either before or after such neeting. If any
such person shall attend such neeting, such attendance shall constitute
a wai ver of notice of such neeting, unless such person participates
therein solely to object to the transacti on of any busi ness because the
neeti ng has not been legally called or convened.

8§ 19. Board of directors. (a) The business of a cooperative shall be
managed by a board of not less than five directors, each of whom shal
be a nenber of the cooperative or of another cooperative which is a
menber thereof. The by-laws shall prescribe the nunber of directors,



their qualifications, other than those prescribed in this chapter, the
manner of hol ding neetings of the board of directors and of electing
successors to directors who shall resign, die, or otherw se be incapable
of acting. The by-laws may al so provide for the renoval of directors
fromoffice and for the election of their successors. The cooperative
may provide a fair renmuneration for its officers and directors and for
menbers of its executive comittee.

(b) The directors of a cooperative named in any articles of
i ncorporation, consolidation, merger or conversion, shall hold office
until the next annual neeting of the nmenbers and until their successors
are elected and qualify. At each annual neeting or, in case of failure
to hold the annual neeting as specified in the by-laws, at a speci al
neeting called for that purpose, the nenbers shall elect directors to
hol d office until the next annual neeting of the nenbers, except as
ot herwi se provided in this chapter. Each director shall hold office for
the termfor which he is elected and until his successor is elected and
qual ifies.

(c) Instead of electing all the directors annually, the by-laws may
provide that directors may serve two or three year terns.

(1) If the by-laws provide that directors nay serve two year terns,
hal f of them or a nunber as near thereto as possible, shall be elected
to serve until the next annual neeting of the nenbers and the remaining
directors shall be elected to serve until the second succeedi ng annual
nmeeting. Thereafter, as directors' terns expire, the nmenbers shal
el ect their successors to serve until the second succeedi ng annual
neeting after their election.

(2) If the by-laws provide that directors nay serve three year terns,
one-third of them or a nunber as near thereto as possible, shall be
el ected to serve until the third succeedi ng annual neeting, one-third
shall be elected to serve until the second annual neeting and one-third
shall serve until the next annual neeting. Thereafter as directors
ternms expire, the nmenbers shall elect their successors to serve until
the third succeedi ng annual neeting after their election.

(3) A change in by-laws decreasing or increasing the terns of
directors nay not decrease nor increase the termof a duly elected
director already in office, but shall beconme effective for any new term
served after the effective date of the by-law change.



(d) Amjority of the board of directors shall constitute a quorum

(e) If a husband and a wife hold a joint nmenbership in a cooperative,
ei ther one, but not both, may be el ected a director.

(f) The board of directors nay exercise all of the powers of a
cooperative not conferred upon the nenbers by this chapter, or its
articles of incorporation or by-Iaws.

8§ 19-a. Conflict of interest policy. (a) Except as provided in
subdi vision (d) of this section, the board of every rural electric
cooperative shall adopt, and oversee the inplenentation of, and
conpliance with, a conflict of interest policy to ensure that its
directors, officers and enpl oyees act in the cooperative's best interest
and conply with applicable | egal requirenents.

(b) The conflict of interest policy shall include, at a m ninum the
fol |l owi ng provisions:

(1) a definition of the circunstances that constitute a conflict of
i nterest;

(2) procedures for disclosing a conflict of interest or possible
conflict of interest to the board or to a conmttee of the board, and
procedure for the board or comrittee to determ ne whether a conflict
exi sts;

(3) a requirenment that the person with the conflict of interest not be
present at or participate in the board or conmttee deliberation or vote
on a matter giving rise to such conflict, provided that nothing in this
section shall prohibit the board or a commttee fromrequesting that the
person with the conflict of interest present information as background
or answer questions at a conmttee or board neeting prior to the
commencenent of deliberation or voting relating thereto;

(4) a prohibition against any attenpt by the person with the conflict
to influence inproperly the deliberation or voting on the nmatter giving
rise to such conflict; and

(5) a requirenment that the existence and resolution of the conflict be
docunented in the cooperative's records, including in the m nutes of any
neeting at which the conflict was discussed or voted upon.

(c) The conflict of interest policy shall require that prior to the
initial election of any director, and annually thereafter, such director



shal |l conplete, sign and submt to the secretary of the cooperative or a
desi gnat ed conpliance officer a witten statenent identifying, to the
best of the director's know edge, any entity of which such director is
an officer, director, trustee, menber, owner (either as a sole
proprietor or a partner), or enployee and with which the cooperative has
a relationship, and any transaction in which the cooperative is a
partici pant and in which the director m ght have a conflicting interest.
The policy shall require that each director annually resubmt such
witten statenent. The secretary of the cooperative or the designated
conpliance officer shall provide a copy of all the conpleted statenents
to the president of the board.

(d) Arural electric cooperative that has adopted and possesses a
conflict of interest policy pursuant to federal, state or |ocal |aws
that is substantially consistent with the provisions of subdivision (b)
of this section shall be deened in conpliance with provisions of this
secti on.

(e) Nothing in this section shall be interpreted to require a rural
el ectric cooperative to adopt any specific conflict of interest policy
not otherw se required by this section or any other law or rule, or to
supersede or limt any requirenent or duty governing conflicts of
i nterest required by any other |aw or rule.

8§ 19-b. Whistleblower policy. (a) Except as provided in subdivision
(c) of this section, the board of every rural electric cooperative shal
adopt, and oversee the inplenentation of, and conpliance with, a
whi st | ebl ower policy to protect fromretaliation persons who report
suspected i nmproper conduct. Such policy shall provide that no director,
of ficer or enployee of a rural electric cooperative who in good faith
reports any action or suspected action taken by or within the
cooperative that is illegal, fraudulent or in violation of any adopted
policy or bylaw of the cooperative shall suffer intimdation,
harassnment, discrimnation or other retaliation or, in the case of
enpl oyees, adverse enpl oynent consequence.

(b) The whi stl ebl ower policy shall include the foll ow ng provisions:

(1) procedures for the reporting of violations or suspected violations
of laws or cooperative policies or bylaws, including procedures for



preserving the confidentiality of reported information;

(2) a requirenment that an enployee, officer or director of the
cooperati ve be designated to adm nister the whistleblower policy and to
report to the board or an authorized committee thereof;

(3) a requirenment that the person who is the subject of a
whi st | ebl ower conpl aint not be present at or participate in board
del i berations or vote on the matter relating to such conplaint, provided
that nothing in this paragraph shall prohibit the board fromrequesting
that the person who is subject to the conplaint present information as
background or answer questions at a board neeting prior to the
commencenent of deliberations or voting relating thereto; and

(4) a requirenment that a copy of the policy be distributed to al
directors, officers and enpl oyees. For purposes of this subdivision,
posting the policy on the cooperative's website or at the cooperative's
of fices in a conspicuous |ocation accessible to enployees are anong the
nmet hods a cooperative nay use to satisfy the distribution requirenent.

(c) Arural electric cooperative that has adopted and possesses a
whi st | ebl ower policy pursuant to federal, state or local laws that is
substantially consistent with the provisions of subdivision (b) of this
section shall be deemed in conpliance with provisions of this section.

(d) Nothing in this section shall be interpreted to relieve any rural
el ectric cooperative fromany additional requirenents in relation to
i nternal conpliance, retaliation, or docunment retention required by any
other law or rule.

8§ 20. Districts. The by-laws may provide for the division of the
territory served or to be served by a cooperative into two or nore
districts for any purpose, including, without limtation, the nom nation
and el ection of directors and the election and functioning of district
del egates. In such case the by-laws shall prescribe the boundaries of
the districts, or the manner of establishing such boundaries, and the
manner of changi ng such boundaries, and the nmanner in which such
districts shall function. No nmenber at any district neeting and no
district delegate at any neeting shall vote by proxy or by mail.



§ 21. Oficers. The officers of a cooperative shall consist of a
president, vice-president, secretary and treasurer, who shall be el ected
annually by and fromthe board of directors. Wen a person hol ding any
such office ceases to be a director he shall cease to hold such office.
The offices of secretary and of treasurer may be held by the sane
person. The board of directors nay al so el ect or appoint such other
of ficers, agents, or enployees as it deens necessary or advi sable and
shal |l prescribe their powers and duties. Any officer may be renoved from
of fice and his successor elected in the manner prescribed in the
by- 1 aws.

§ 22. Liability of directors in certain cases. (a) Directors of a
cooperative who vote for or concur in any of the follow ng corporate
actions shall be jointly and severally liable to the cooperative for the
benefit of its creditors or nenbers or the ultinate beneficiaries of its
activities, to the extent of any injury suffered by such persons,
respectively, as a result of such action, or, if there be no creditors
or nmenbers or ultinmate beneficiaries so injured, to the cooperative as a
result of such action:

(1) the distribution of the cooperative's cash or property to nenbers,
directors or officers, other than a distribution permtted under
sections thirty-five, sixty and sixty-one of this chapter; or

(2) the distribution of assets after dissolution of the cooperative in
violation of section thirty-five of this chapter or w thout paying or
adequately providing for all known liabilities of the cooperative.

(b) A director who is present at a neeting of the board, or any
commttee thereof, at which action specified in paragraph one or two of
subdi vision (a) of this section is taken shall be presunmed to have
concurred in the action unless the director's dissent thereto shall be
entered in the mnutes of the neeting, or unless the director shal
submt his or her witten dissent to the person acting as the secretary
of the nmeeting before the adjournnment thereof, or shall deliver or send
by registered mail such dissent to the secretary of the cooperative
pronptly after the adjournnent of the neeting. Such right to dissent
shall not apply to a director who voted in favor of such action. A
director who is absent froma neeting of the board, or any conmttee



t hereof, at which such action is taken shall be presuned to have
concurred in the action unless he shall deliver or send by registered
mail his dissent thereto to the secretary of the cooperative or shal
cause such dissent to be filed with the m nutes of the proceedi ngs of
the board or conmttee within a reasonable tinme after |earning of such
action.

(c) Any director against whoma claimis successfully asserted under
this section shall be entitled to contribution fromthe other directors
who voted for or concurred in the action upon which the claimis
asserted.

(d) Directors against whoma claimis successfully asserted under this
section shall be entitled, to the extent of the anpunts paid by themto
the cooperative as a result of such cl ai ns:

(1) Upon reinbursenent to the cooperative of any anmount of an i nproper
distribution of the cooperative's cash or property, to be subrogated to
the rights of the cooperative against nmenbers, directors or officers who
recei ved such distribution with know edge of facts indicating that it
was not authorized by this chapter, in proportion to the anounts
recei ved by themrespectively.

(2) Upon paynent to the cooperative of the claimof the attorney
general or of any creditor by reason of a violation of subdivision (a)
of this section, to be subrogated to the rights of the cooperative
agai nst any person who received an i nproper distribution of assets.

(e) (1) Adirector or officer shall not be liable under this section
if, in the circunstances, the director discharged his or her duty to the
cooperative in good faith and with that degree of diligence, care and
skill which ordinarily prudent persons would exercise under simlar
circunstances in |like positions.

(2) I'n discharging their duties, directors and officers, when acting
in good faith, may rely on information, opinions, reports or statenents
i ncluding financial statenments and other financial data, in each case
prepared or presented by: (i) one or nore officers or enployees of the
cooperative, whomthe director believes to be reliable and conpetent in
the matters presented, (ii) counsel, public accountants or other persons
as to matters which the directors or officers believe to be within such
person's professional or expert conpetence, or (iii) a conmttee of the
board upon which they do not serve, duly designated in accordance with a



provi sion of the certificate of incorporation or the bylaws, as to
matters within its designated authority, which comrittee the directors
or officers believe to nerit confidence, so long as in so relying they
shall be acting in good faith and with that degree of care specified in
subdi vision (a) of this section. Persons shall not be considered to be
acting in good faith if they have know edge concerning the matter in
guestion that would cause such reliance to be unwarranted. Persons who
so performtheir duties shall have no liability by reason of being or
havi ng been directors or officers of the cooperative.

(f) This section shall not affect any liability otherw se inposed by
| aw upon any director or officer.

§ 23. Action against directors and officers for msconduct. (a) An
action may be brought against one or nore directors or officers of a
cooperative to procure a judgnent for the following relief:

(1) To conpel the defendant to account for his or her official conduct
in the foll owi ng cases:

(i) The neglect of, or failure to perform or other violation of his
or her duties in the nanagenent and di sposition of cooperative assets
committed to his or her charge.

(ii) The acquisition by himor herself, transfer to others, |oss or
wast e of cooperative assets due to any neglect of, or failure to
perform or other violation of his or her duties.

(2) To set aside an unlawful conveyance, assignnent or transfer of
cooperative assets, where the transferee knew of its unlawful ness.

(3) To enjoin a proposed unl awful conveyance, assignnment or transfer
of cooperative assets, where there are reasonabl e grounds for belief
that it will be nade.

(b) An action may be brought for the relief provided in this section
and in subdivision (a) of section twenty-five of this article by the
attorney general, by the cooperative or, in the right of the cooperative
by any of the follow ng:

(1) Adirector or officer of the cooperative.

(2) A receiver, trustee in bankruptcy, or judgnent creditor thereof.

(3) By one or nore of the menbers of the cooperative.



8 24. Nonexclusivity of statutory provisions for indemification of
directors and officers. The indemification and advancenent of expenses
granted pursuant to, or provided by, this article shall not be deened
exclusive of any other rights to which a director or officer seeking
i ndemni fi cation or advancenent of expenses may be entitled, whether
contained in the certificate of incorporation or the by-laws or, when
aut hori zed by such certificate of incorporation or by-laws, (a) a
resolution of nmenbers, (b) a resolution of directors, or (c) an
agreenent providing for such indemification, provided that no
i ndemni fication may be made to or on behalf of any director or officer
if a judgnent or other final adjudication adverse to the director or
of ficer establishes that his or her acts were conmtted in bad faith or
were the result of active and deliberate di shonesty and were naterial to
t he cause of action so adjudicated, or that he or she personally gained
in fact a financial profit or other advantage to which he or she was not
legally entitled. Nothing contained in this article shall affect any
rights to indemification to which corporate personnel other than
directors and officers nay be entitled by contract or otherw se under
| aw.

8§ 25. Authorization for indemification of directors and officers. (a)
A cooperative may i ndemi fy any person, made, or threatened to be nmade,
a party to an action or proceeding other than one by or in the right of
the cooperative to procure a judgnent in its favor, whether civil or
crimnal, including an action by or in the right of any other
corporation of any type or kind, donestic or foreign, or any
partnership, joint venture, trust, enployee benefit plan or other
enterprise, which any director or officer of the cooperative served in
any capacity at the request of the cooperative, by reason of the fact
that he or she, his or her testator or intestate, was a director or
of ficer of the corporation, or served such other corporation,
partnership, joint venture, trust, enployee benefit plan or other
enterprise in any capacity, against judgnments, fines, anmounts paid in
settl ement and reasonabl e expenses, including attorneys' fees actually
and necessarily incurred as a result of such action or proceedi ng, or



any appeal therein, if such director or officer acted, in good faith,
for a purpose which he or she reasonably believed to be in, or, in the
case of service for any other corporation or any partnership, joint
venture, trust, enployee benefit plan or other enterprise, not opposed
to, the best interests of the cooperative and, in crimnal actions or
proceedi ngs, in addition, had no reasonabl e cause to believe that his or
her conduct was unl awf ul .

(b) The term nation of any such civil or crimnal action or proceeding
by judgnent, settlement, conviction or upon a plea of nolo contendere,
or its equivalent, shall not in itself create a presunption that any
such director or officer did not act, in good faith, for a purpose which
he or she reasonably believed to be in, or, in the case of service for
any other corporation or any partnership, joint venture, trust, enployee
benefit plan or other enterprise, not opposed to, the best interests of
t he cooperative or that he or she had reasonabl e cause to believe that
his or her conduct was unl awf ul .

(c) A cooperative nay indemify any person made, or threatened to be
made, a party to an action by or in the right of the cooperative to
procure a judgnment in its favor by reason of the fact that he or she,
his or her testator or intestate, is or was a director or officer of the
cooperative or is or was serving at the request of the cooperative as a
director or officer of any other corporation of any type or Kkind,
donmestic or foreign, of any partnership, joint venture, trust, enployee
benefit plan or other enterprise, against anmounts paid in settlenent and
reasonabl e expenses, including attorneys' fees, actually and necessarily
incurred by himor her in connection with the defense or settlenent of
such action, or in connection with an appeal therein, if such director
or officer acted, in good faith, for a purpose which he or she
reasonably believed to be in, or, in the case of service for any other
corporation or any partnership, joint venture, trust, enployee benefit
pl an or other enterprise, not opposed to, the best interests of the
cooperative, except that no indemnification under this subdivision shal
be made in respect of (1) a threatened action, or a pending action which
is settled or otherw se disposed of, or (2) any claim issue or natter
as to which such person shall have been adjudged to be liable to the
cooperative unless and only to the extent that the court in which the
action was brought, or, if no action was brought, any court of conpetent



jurisdiction, determ nes upon application that, in view of all the
ci rcunst ances of the case, the person is fairly and reasonably entitled
to indemity for such portion of the settlenent anmount and expenses as
the court deens proper

(d) For the purpose of this action, a cooperative shall be deened to
have requested a person to serve an enpl oyee benefit plan where the
performance by such person of his or her duties to the cooperative al so
i nposes duties on, or otherw se involves services by, such person to the
plan or participants or beneficiaries of the plan; excise taxes assessed
on a person with respect to an enpl oyee benefit plan pursuant to
applicable | aw shall be considered fines; and action taken or omtted by
a person with respect to an enpl oyee benefit plan in the perfornmance of
such person's duties for a purpose reasonably believed by such person to
be in the interest of the participants and beneficiaries of the plan
shall be deened to be for a purpose which is not opposed to the best
i nterests of the cooperative.

8§ 26. Paynent of indemmification other than by court award. (a) A
person who has been successful, on the nmerits or otherwise, in the
defense of a civil or crimnal action or proceeding of the character
described in section twenty-five shall be entitled to i ndemification as
aut hori zed in such section.

(b) Except as provided in subdivision (a) of this section, any
i ndemni fication under section twenty-five of this article or otherw se
permtted by section twenty-four of this article, unless ordered by a
court under section twenty-seven of this article, shall be made by the
cooperative only if authorized in the specific case:

(1) by the board acting by a quorum consisting of directors who are
not parties to such action or proceeding upon a finding that the
director or officer has nmet the standard of conduct set forth in section
twenty-five of this article or established pursuant to section
twenty-four of this article, as the case nay be, or,

(2) if a quorum under paragraph one of this subdivision is not
obt ai nabl e or, even if obtainable, a quorumof disinterested directors
so directs:

(i) By the board upon the opinion in witing of independent |egal



counsel that indemification is proper in the circunstances because the
appl i cabl e standard of conduct set forth in such sections has been net
by such director or officer, or

(ii) By the nenbers upon a finding that the director or officer has
nmet the applicable standard of conduct set forth in such sections.

(c) Expenses incurred in defending a civil or crimnal action or
proceedi ng nay be paid by the cooperative in advance of the final
di sposition of such action or proceedi ng upon recei pt of an undertaking
by or on behalf of such director or officer to repay such anount as, and
to the extent, required by subdivision (a) of section twenty-eight of
this article.

8§ 27. Indemification of directors and officers by a court. (a)

Not wi t hstanding the failure of a cooperative to provide indemification,
and despite any contrary resolution of the board or of the nenbers in
the specific case under section twenty-six of this article,

i ndemni fication shall be awarded by a court to the extent authorized
under section twenty-five of this article, and subdivision (a) of
section twenty-six of this article. Application therefor may be nade, in
every case, either

(1) inthe civil action or proceeding in which the expenses were
i ncurred or other ampunts were paid, or

(2) to the suprene court in a separate proceeding, in which case the
application shall set forth the disposition of any previous application
made to any court for the same or simlar relief and al so reasonabl e
cause for the failure to nake application for such relief in the action
or proceeding in which the expenses were incurred or other anounts were
pai d.

(b) The application shall be nade in such nanner and formas may be
required by the applicable rules of court or, in the absence thereof, by
direction of a court to which it is nade. Such application shall be
upon notice to the corporation. The court nay also direct that notice be
given at the expense of the cooperative to the nenbers and such ot her
persons as it may designate in such manner as it may require.

(c) Where indemification is sought by judicial action, the court may
al l ow a person such reasonabl e expenses, including attorneys' fees,



during the pendency of the litigation as are necessary in connection
with his or her defense therein, if the court shall find that the
def endant has by his or her pleadings or during the course of the
litigation raised genuine issues of fact or |aw

§ 28. Other provisions affecting i ndemification of directors and
officers. (a) Al expenses incurred in defending a civil or crim nal
action or proceedi ng which are advanced by the corporation under
subdi vision (c) of section twenty-six of this article or allowed by a
court under subdivision (c) of section twenty-seven of this article
shall be repaid in case the person receiving such advancenment or
al lowance is ultimtely found, under the procedure set forth in this
article, not to be entitled to indemification or, where indemification
is granted, to the extent the expenses so advanced by the cooperative or
al l owed by the court exceed the indemification to which he is entitled.

(b) No indemnification, advancenent or allowance shall be made under
this article in any circunstance where it appears:

(1) that the indemification would be inconsistent with a provision of
the certificate of incorporation, a by-law, a resolution of the board or
of the menbers, an agreenent or other proper corporate action, in effect
at the time of the accrual of the alleged cause of action asserted in
the threatened or pending action or proceeding in which the expenses
were incurred or other anobunts were paid, which prohibits or otherw se
limts indemification; or

(2) if there has been a settlenent approved by the court, that the
i ndemni fication would be inconsistent with any condition with respect to
i ndemni fication expressly inposed by the court in approving the set-
tl enent.

(c) If any express or other anobunts are paid by way of
i ndemni fication, otherwise than by court order or action by the nenbers,
t he cooperative shall prepare a statenent specifying the persons paid,

t he amounts paid, and the nature and status at the tinme of such paynent
of the litigation or threatened litigation, and not |ater than the next
annual neeting of menbers, unless such neeting is held within three
nonths fromthe date of such paynent, and, in any event, within fifteen
nont hs of the date of such paynment, shall mail the statenment to its



menbers of record entitled at the time to vote for the el ection of
directors.

(d) If any action with respect to indemnification of directors and
officers is taken by way of amendnment of the by-laws, resolution of
directors, or by agreenent, then the cooperative shall, not later than
t he next annual neeting of menbers, unless such neeting is held within
three nonths fromthe date of such action, and, in any event, within
fifteen nonths fromthe date of such action, mail to its nenbers of
record at the tine entitled to vote for the election of directors a
statenent specifying the action taken.

8§ 29. Insurance for indemification of directors and officers. (a)

Subj ect to subdivision (b) of this section, a cooperative shall have
power to purchase and nmintain insurance:

(1) to indemify the cooperative for any obligation which it incurs as
a result of the indemification of directors and officers under the
provisions of this article, and

(2) to indemify directors and officers in instances in which they nay
be indemified by the cooperative under the provisions of this article,
and

(3) to indemify directors and officers in instances in which they nay
not otherw se be indemified by the cooperative under the provisions of
this article provided the contract of insurance covering such directors
and officers provides, in a manner acceptable to the superintendent of
financial services, for a retention anount and for co-insurance.

(b) No insurance under subdivision (a) of this section may provide for
any paynent, other than cost of defense, to or on behalf of any director
or officer:

(1) if a judgnment or other final adjudication adverse to the insured
director or officer establishes that his or her acts of active and
del i berate di shonesty were naterial to the cause of action so
adj udi cated, or that he or she personally gained in fact a financi al
profit or other advantage to which he or she was not legally entitled,
or

(2) inrelation to any risk the insurance of which is prohibited under
the insurance law of this state.



(c) Insurance under paragraphs one, two and three of subdivision (a)
of this section nmay be included in a single contract or suppl enent
thereto. Retrospective rated contracts are prohibited.

(d) The corporation shall, within the tine and to the persons provided
i n subdivision (c) of section twenty-eight of this article, mail a
statenent in respect to any insurance it has purchased or renewed under
this section, specifying the insurance carrier, date of the contract,
cost of the insurance, corporate positions insured, and a statenent
explaining all sunms, not previously reported in a statement to nenbers,
pai d under any indemification insurance contract.

(e) This section is the public policy of this state to spread the risk
of cooperative managenent, notw t hstandi ng any ot her general or special
| aw of this state or of any other jurisdiction, including the federal
gover nnment .

ARTI CLE 3
AVENDVENT; CONSOLI DATI ON; MERGER; AND DI SSOLUTI ON

Section 30. Amendnent of articles of incorporation.

31. Change of |ocation of principal office.

32. Consolidati on.

33. Merger.

34. Effect of consolidation or merger.

35. Dissolution.

8§ 30. Amendnent of articles of incorporation. A cooperative nay anend
its articles of incorporation by conplying with the foll ow ng
requi renents: The proposed anmendnment shall be presented to a neeting of
t he menbers, the notice of which shall set forth or have attached
thereto the proposed anmendnent. If the proposed amendnent, with any
changes, is approved by the affirmative vote of not |ess than two-thirds
of those menbers voting thereon at such neeting, articles of amendnment
shal | be executed and acknow edged on behal f of the cooperative by its
president or vice-president and its seal shall be affixed thereto and
attested by its secretary. The articles of amendnent shall recite that
they are executed pursuant to this chapter and shall state: (1) the nane



of the cooperative; (2) the address of its principal office; and (3) the
anendnent to its articles of incorporation. The president or

vi ce- presi dent executing such articles of anendnent shall nake and annex
thereto an affidavit stating that the provisions of this section in
respect of the anmendnent set forth in such articles were duly conplied
with.

8§ 31. Change of location of principal office. A cooperative nmay, upon
aut hori zation of its board of directors or its nenbers, change the
| ocation of its principal office by filing a certificate reciting such
change of principal office, executed and acknow edged by its president
or vice-president under its seal attested by its secretary, in the
departnent of state.

§ 32. Consolidation. Any two or nore cooperatives (each of which is
herei nafter designated a "consolidating cooperative"), nay consolidate
into a new cooperative (hereinafter designated the "new cooperative"),
by conplying with the follow ng requirenents:

(a) The proposition for the consolidation of the consolidating
cooperatives into the new cooperative and proposed articl es of
consolidation to give effect thereto shall be submtted to a neeting of
t he nenbers of each consolidating cooperative, the notice of which shal
have attached thereto a copy of the proposed articles of consolidation;

(b) If the proposed consolidation and the proposed articles of
consolidation, with any anendnents, are approved by the affirmative vote
of not less than two-thirds of those nenbers of each consolidating
cooperative voting thereon at each such neeting, articles of
consolidation in the form approved shall be executed and acknow edged on
behal f of each consolidating cooperative by its president or
vice-president and its seal shall be affixed thereto and attested by its
secretary. The articles of consolidation shall recite that they are
executed pursuant to this chapter and shall state: (1) the nane of each
consolidating cooperative and the address of its principal office; (2)

t he nane of the new cooperative and the address of its principal office;
(3) a statenment that each consolidating cooperative agrees to the



consolidation; (4) the nanes and addresses of the directors of the new
cooperative; and (5) the ternms and conditions of the consolidation and

t he node of carrying the sanme into effect, including the manner in which
menbers of the consolidating cooperatives nay or shall becone nenbers of
t he new cooperative; and nmay contain any provisions not inconsistent
with this chapter deemed necessary or advisable for the conduct of the
busi ness of the new cooperative. The president or vice-president of each
consol idating cooperative executing such articles of consolidation shal
make and annex thereto an affidavit stating that the provisions of this
section in respect of such articles were duly conplied with by such
cooperative.

§ 33. Merger. Any one or nore cooperatives (each of which is
herei nafter designated a "nergi ng cooperative") nay merge into another
cooperative (hereinafter designated the "surviving cooperative"), by
conplying with the follow ng requirenents:

(a) The proposition for the nmerger of the nerging cooperatives into
t he surviving cooperative and proposed articles of nmerger to give effect
thereto shall be submitted to a neeting of the nmenbers of each nerging
cooperative and of the surviving cooperative, the notice of which shal
have attached thereto a copy of the proposed articles of nerger;

(b) If the proposed nerger and the proposed articles of nmerger, with
any anendments, are approved by the affirmative vote of not |ess than
two-thirds of those nenbers of each cooperative voting thereon at each
such neeting, articles of nmerger in the formapproved shall be executed
and acknow edged on behal f of each such cooperative by its president or
vice-president and its seal shall be affixed thereto and attested by its
secretary. The articles of nmerger shall recite that they are executed
pursuant to this chapter and shall state: (1) the name of each merging
cooperative and the address of its principal office; (2) the nane of the
surviving cooperative and the address of its principal office; (3) a
statenent that each merging cooperative and the surviving cooperative
agree to the nerger; (4) the names and addresses of the directors of the
surviving cooperative; and (5) the terns and conditions of the nerger
and the node of carrying the same into effect, including the manner in
whi ch nenbers of the merging cooperatives may or shall becone nenbers of



t he surviving cooperative; and may contain any provi sions not

i nconsi stent with this chapter deened necessary or advisable for the
conduct of the business of the surviving cooperative. The president or
vi ce-presi dent of each cooperative executing such articles of merger
shal | make and annex thereto an affidavit stating that the provisions of
this section in respect of such articles were duly conplied with by such
cooperative.

8§ 34. Effect of consolidation or nmerger. (a) In the case of a
consolidation the existence of the consolidating cooperatives shal
cease and the articles of consolidation shall be deenmed to be articles
of incorporation of the new cooperative; and in the case of a nerger the
separate existence of the nmerging cooperatives shall cease and the
articles of incorporation of the surviving cooperative shall be deened
to be anended to the extent, if any, that changes therein are provided
for in the articles of merger;

(b) Al the rights, privileges, imunities and franchi ses and al
property, real and personal, including without limtation applications
for nenbership, all debts due on whatever account and all other choses
in action, of each of the consolidating or merging cooperatives shall be
deened to be transferred to and vested in the new or surviving
cooperative without further act or deed;

(c) The new or surviving cooperative shall be responsible and |iable
for all the liabilities and obligations of each of the consolidating or
nmer gi ng cooperatives and any claimexisting or action or proceeding
pendi ng by or agai nst any of the consolidating or merging cooperatives
may be prosecuted as if the consolidation or nerger had not taken place,
but the new or surviving cooperative nay be substituted in its place;
and

(d) Neither the rights of creditors nor any |liens upon the property of
any of such cooperatives shall be inpaired by such consolidation or
nmer ger.

§ 35. Dissolution. (a) A cooperative which has not comrenced business
may be dissolved by filing in the departnent of state articles of



di ssol uti on which shall be executed and acknowl edged on behal f of the
cooperative by a majority of the incorporators and which shall state:
(1) the nanme of the cooperative; (2) the address of its principal
office; (3) that the cooperative has not comrenced business; (4) that
any suns received by the cooperative, |ess any part thereof disbursed
for expenses of the cooperative, have been returned or paid to those
entitled thereto; (5) that no debt of the cooperative is unpaid; and (6)
that a majority of the incorporators elect that the cooperative be

di ssol ved.

(b) A cooperative which has comenced busi ness may be dissolved in the
foll owi ng manner: The nenbers at any neeting shall approve, by the
affirmati ve vote of not less than two-thirds of the total menbers of the
cooperative, a proposal that the cooperative be dissolved. Upon such
approval, a certificate of election to dissolve (hereinafter designated
the "certificate"), executed and acknow edged on behal f of the
cooperative by its president or vice-president under its seal, attested
by its secretary, and stating: (1) the name of the cooperative; (2) the
address of its principal office; and (3) that the nenbers of the
cooperative have duly voted that the cooperative be dissolved, shall,
together with an affidavit made by its president or vice-president
executing the certificate, stating that the statenents in the
certificate are true, be filed in the departnent of state. Upon the
filing of the certificate and affidavit in the departnent of state, the
cooperative shall cease to carry on its business except to the extent
necessary for the wi nding up thereof, but its corporate existence shal
continue until articles of dissolution have been filed in the departnent
of state. The board of directors shall imediately cause notice of the
di ssol ution proceedings to be mailed to each known creditor of and
cl ai mant agai nst the cooperative and to be published once a week for two
successive weeks in a newspaper of general circulation in the county in
whi ch the principal office of the cooperative is |located. The board of
directors shall wind up and settle the affairs of the cooperative,
collect suns owing to it, liquidate its property and assets, pay and
di scharge its debts, obligations and liabilities, and do all other
things required to wind up its business, and after paying or discharging
or adequately providing for the paynent or discharge of all its debts,
obligations and liabilities, shall distribute any remaini ng suns anong



its menbers and former nmenbers in proportion to the patronage of the
respective nenbers or former nenbers during the seven years next
preceding the date of the filing of the certificate in the departnent of
state, or if the cooperative has not been in existence for such period,
then during the period of its existence prior to such filing. The board
of directors shall thereupon authorize the execution of articles of

di ssol ution, which shall be executed and acknow edged on behal f of the
cooperative by its president or vice-president, and its seal shall be
affixed thereto and attested by its secretary. The articles of

di ssolution shall recite that they are executed pursuant to this chapter
and shall state: (1) the nanme of the cooperative; (2) the address of its
principal office; (3) the date on which the certificate of election to
di ssolve was filed in the departnent of state; (4) that there are no
actions or suits pendi ng agai nst the cooperative; (5) that all debts,
obligations and liabilities of the cooperative have been paid and

di scharged or that adequate provision has been nade therefor; and (6)
that the precedi ng provisions of this subsection have been duly conplied
wi th. The president or vice-president executing the articles of

di ssolution shall make and annex thereto an affidavit stating that the
statenents nade therein are true.

ARTI CLE 4
CONVERSI ON OF DOVESTI C CORPORATI ONS;
AUTHORI ZATI ON TO FOREI GN CORPORATI ONS
Section 40. Conversion of existing domestic corporations.
41. Foreign corporations.

8 40. Conversion of existing domestic corporations. Any corporation
organi zed under the laws of this state and supplying or authorized to
supply electric energy nay be converted into a cooperative by conplying
with the follow ng requirenents and shall thereupon becone subject to
this chapter with the sane effect as if originally organi zed under this
chapter:

(a) The proposition for the conversion of such corporation into a
cooperative and proposed articles of conversion to give effect thereto



shall be subnmitted to a neeting of the nenbers or stockhol ders of such
corporation, the notice of which shall have attached thereto a copy of
t he proposed articles of conversion;

(b) If the proposition for the conversion of such corporation into a
cooperative and the proposed articles of conversion, with any
anendnents, are approved by the affirmative vote of not |ess than
two-thirds of those nmenbers of such corporation voting thereon at such
neeting, or, if such corporation is a stock corporation, by the
affirmati ve vote of the holders of not |ess than two-thirds of those
shares of the capital stock of such corporation represented at such
neeting and voting thereon, articles of conversion in the form approved
shal | be executed and acknow edged on behal f of such corporation by its
president or vice-president and its seal shall be affixed thereto and
attested by its secretary. The articles of conversion shall recite that
they are executed pursuant to this chapter and shall state: (1) the
nane of the corporation and the address of its principal office prior to
its conversion into a cooperative; (2) the statute or statutes under
which it was organi zed; (3) a statenent that such corporation elects to
beconme a cooperative, non-profit, menbership corporation subject to this
chapter; (4) its nane as a cooperative; (5) the address of the principal
of fice of the cooperative; (6) the nanmes and addresses of the directors
of the cooperative; and (7) the manner in which nmenbers or stockhol ders
of such corporation may or shall beconme nmenbers of the cooperative; and
may contain any provisions not inconsistent with this chapter deened
necessary or advi sable for the conduct of the business of the
cooperative. The president or vice-president executing such articles of
conversion shall make and annex thereto an affidavit stating that the
provi sions of this section were duly conplied with in respect of such
articles. The articles of conversion shall be deened to be the articles
of incorporation of the cooperative.

8 41. Foreign corporations. Any foreign non-profit or cooperative
corporation supplying or authorized to supply electric energy and owni ng
or operating electric transm ssion or distribution lines in an adjacent
state may construct or acquire extensions of such lines in this state
Wi thin an area no point of which is nore than ten mles fromthe



boundary |ine of this state and operate such extensions, provided that
any such corporation shall, before constructing or operating such
extensions, by an instrunment executed and acknow edged on its behal f by
its president or vice-president, under its seal attested by its
secretary, and filed in the departnent of state, designate the secretary
of state its agent to accept service of process on its behal f.
Thereafter, such corporation shall have all the rights, powers,
privileges and immunities of a cooperative, and shall be subject to the
provi sions of this chapter. 1In the event any process shall be served
upon the secretary of state, he shall forthwith forward the sane by
regi stered mail to such corporation at the address thereof specified in
the aforesaid instrunment.

ARTI CLE 5
FI LI NG AND FEES
Section 50. Filing of articles.
51. Fees.

8 50. Filing of articles. Articles of incorporation, anmendnent,
consol i dation, nmerger, conversion, or dissolution, when executed and
acknow edged and acconpani ed by such affidavits as may be required by
applicabl e provisions of this chapter, shall be filed in the departnent
of state. The secretary of state shall, upon the paynent of the fees as
in this chapter provided, index such articles. Upon the filing of such
articles, the incorporation, anendnent, consolidation, merger,
conversion, or dissolution provided for therein shall be in effect. The
provi sions of this section shall also apply to certificates of election
to dissolve and affidavits executed in connection therewith pursuant to
subsection (b) of section thirty-five of this chapter.

8 51. Fees. The departnment of state shall charge and collect for

(a) Filing articles of incorporation, forty dollars;

(b) Filing articles of amendnent, twenty-five dollars;

(c) Filing articles of consolidation or nerger, twenty-five dollars;



(d) Filing articles of conversion, twenty-five dollars;

(e) Filing certificate of election to dissolve, five dollars;

(f) Filing articles of dissolution, five dollars;

(g) Filing certificate of change of principal office, fifteen dollars;
and

(h) Filing by foreign corporation of instrument of designation for
service of process, two dollars.

ARTI CLE 6
GENERAL PROVI SI ONS GOVERNI NG PROPERTY AND AFFAI RS
Section 60. Patronage capital contributions, allocations, and
retirenments
61. Disposition of property.
62. Non-liability of nenbers for debts of cooperative.
63. Recordation of nortgages; effect thereof.
64. Construction standards.
65. Directors, officers or nenbers as notaries.
66. License fee in lieu of all franchise, excise, incong,
corporation and sal es and conpensati ng use taxes.
67. Exenption fromjurisdiction of public service comm ssion and
fromthe provisions of the public service |aw
68. Exenption of securities.

8 60. Patronage capital contributions, allocations, and retirenents.
(a) Each cooperative's by-laws shall, unless otherw se determ ned by
agreenent of the nenbers, provide for patronage capital allocations and
retirements in the manner provided by this section. Agreenent by the
menbers for purposes of this section shall mean nenber approval of
by-1aw provisions or by a mpgjority vote of the nenbers voting at a duly
called neeting. Any matter set forth in this section which is subject to
determ nation of the board of directors shall be determned in the
exerci se of such board of director's business judgnent.

(b) Patronage capital shall be determ ned by a cooperative on an
annual basis and shall be the excess, if any, of anounts received or
recei vabl e by such cooperative fromfurnishing electricity over such



cooperative's operating costs and expenses properly chargeabl e agai nst
furnishing electricity, as determ ned using such accounting nmethod or
net hods as agreed upon by the nmenbers. Costs and expenses chargeabl e
agai nst furnishing electricity shall include:

(1) expenses of the operation and mai ntenance of its facilities during
such fiscal year

(2) interest obligations of the cooperative com ng due in such fiscal
year;

(3) depreciation and ot her expenses to finance or to provide a reserve
for the financing of the construction or acquisition by the cooperative
of additional facilities to the extent determ ned by the board of
directors;

(4) expenses to provide a reasonable reserve for working capital as
determ ned by the board of directors;

(5) expenses to provide a reserve for the paynent of indebtedness of
t he cooperative maturing nore than one year after the date of the
i ncurrence of such indebtedness in an anmpbunt not |ess than the total of
the interest and principal paynents in respect thereof required to be
made during the next follow ng fiscal year;

(6) expenses to provide a fund for education in cooperation and for
t he di ssem nation of information concerning the effective use of
el ectric energy and ot her services made avail abl e by the cooperati ve;
and

(7) all other costs and expenses fromand directly related to the
furnishing of electric energy to the patrons.

(c) "Patron", as referred to in subdivisions (b) through (h) of this
section, shall be defined as (1) a nenber and (2) a nonnmenber to whom
t he cooperative furnishes electric energy or other services on a
pat ronage basis pursuant to bylaws or as agreed upon by the nenbers.

(d) On an annual basis, patronage capital determ ned under subdivi sion
(b) of this section shall be allocated on the books of the cooperative
to each patron having furni shed such capital and shall be based upon and
in proportion to:

(1) the revenue fromeach patron or group of simlar patrons to the
cooperative's total revenue;

(2) the contribution of each patron or group of simlar patrons to the
cooperative's overall patronage capital



(3) the kilowatt-hour usage of each patron or group of simlar patrons
to the total kilowatt-hour usage of all patrons;

(4) any other nethod which is agreed upon by the nenbers; or

(5) any conbination of paragraphs one, two, three and/or four of this
subdi vi si on as agreed upon by the nenbers.

(e) "Retirenment"” in reference to patronage capital shall nean the
redenpti on and paynent in cash or other property, as provided by
subdi vision (f) of this section, of patronage capital to the cooperative
patrons or former patrons to whomit has previously been allocated. The
al l ocation of patronage capital to a patron's patronage capital account
shall in no event create a vested right to the retirenment of the anount
so allocated. The board of directors of a cooperative may, inits
discretion, retire patronage capital allocated on the books of the
cooperative when it determ nes such retirement is consistent with sound
busi ness and nanagenent practices and the |long-termfinancial stability
of the cooperative. Patronage capital shall be retired according to the
nmet hod chosen by the nmenbers and at the tine the board of directors
shall determne as a matter of its discretion. However, patronage
capital may be retired in advance of the date when it woul d ot herw se be
retired under the previous sentence in such circunstances and upon such
conditions as are agreed upon by the nenbers, including, but not limted
to, upon a patron's or forner patron's death, the term nation of a
patron or forner patron's electric service, or a patron or forner
patron's filing for bankruptcy. In the event of such early retirenment of
pat ronage capital, the anount of patronage capital allocated to the
patron or forner patron on the cooperative's books may be di scounted for
pur poses of its retirenent in accordance with such nethod as is agreed
upon by the nenbers. The difference between the di scounted anmount and
the patron's or forner patron's patronage capital nay be retained by the
cooperative as part of its net savings in a manner determ ned by the
board of directors.

(f) When the board of directors of the cooperative has determ ned,
pursuant to subdivision (e) of this section, that patronage capita
shall be retired, the retirement may be acconplished by a bill credit,
by the mailing of paynment or notice of paynent to the patron's or fornmer
patron's | ast known address of record on file with the cooperative, or
by such other nmethod as the board of directors shall determne to be



appropriate. No interest shall be paid or payable by the cooperative on
any patronage capital. The anmount of patronage capital being retired nay
be reduced by any anmount owed to the cooperative by the patron or fornmer
pat ron.

(g) A cooperative nay adopt such procedures for the assignnent and
contribution of unclaimed patronage capital to the cooperative as are
agreed upon by its nenbers. Such procedures may include providing that
pat ronage capital which has not been clainmed by a patron or forner
patron, after reasonable efforts to |locate said patron or forner patron,
shall be added to the net savings of the cooperative. Miiling of a check
or notice of the availability of a check to the |ast known address of a
patron or forner patron by first class nmail and publication of the Iist
of patrons or fornmer patrons having uncl ai med patronage capital on the
website and/or newsletter of the cooperative for a period of three years
shal | be deened reasonable effort to |locate said patron or forner
pat ron.

(h) I'n the event that the cooperative should engage in the business of
furni shing goods and services other than electric energy, all anpunts
recei ved and receivable therefromwhich are in excess of costs and
expenses properly chargeabl e agai nst the furnishing of such goods or
services shall, insofar as permtted by | aw, bylaws, or by approval of
t he nenbers, be prorated annually on a patronage basis and allocated to
each nmenber and shall be retired to said nenber according to the nethod
chosen by the nenbers and at the tinme that the board of directors shal
determine as a matter of its discretion. Nothing in this section,
however, prevents a cooperative from furnishing goods and services ot her
than el ectric energy on a non-patronage basis to non-nenbers; the net
earni ngs of which nmay be retained as part of its net savings.

(i) Wth respect to any cooperative formed under this chapter that is
exenpt from federal inconme taxation under paragraph twelve of subsection
(c) of section five hundred one of the internal revenue code of nineteen
ei ghty-si x, as anended, or any correspondi ng provision of future federal
tax |l aw, or any cooperative which would otherw se qualify for said
exenption but for having | ess than eighty-five percent (or whatever
threshold nmay be specified in the future for said purpose by the
i nternal revenue code) of income fromnmenbers, this section shall in al
events be limted to and interpreted in a manner which is conpliant with



the requirenments of exenption under such internal revenue code section,
and any agreenent by the nenbers or determ nation by the board of
directors under this section with respect to the subject matter hereof
shall also be limted to and interpreted in a manner which is conpliant
wi th such internal revenue code section.

8§ 61. Disposition of property. (a) The board of directors of a
cooperative shall have full power and authority, w thout authorization
by the nenbers thereof, to authorize the execution and delivery of a
nortgage or nortgages or a deed or deeds of trust of, or the pledging or
encunbering of, any or all of the property, assets, rights, privileges,
|l i censes, franchises and permts of the cooperative, whether acquired or
to be acquired, and wherever situated, as well as the revenues and
i nconme therefrom all upon such terns and conditions as the board of
directors shall determine. Any such nortgage or nortgages or deed or
deeds of trust or other instrunents shall be exenpt fromthe nortgage
recordi ng taxes inposed by article eleven of the tax | aw

(b) A cooperative nay not otherw se sell, nortgage, |ease or otherw se
di spose of or encunber all or a substantial portion of its property
unl ess such sale, nortgage, | ease or other disposition or encunbrance is
authori zed by the affirnmative vote of not | ess than two-thirds of the
total nenbers of the cooperative.

8§ 62. Non-liability of nenbers for debts of cooperative. No nenber
shall be liable or responsible for any debts of the cooperative and the
property of the nmenbers shall not be subject to execution therefor

8§ 63. Recordation of nortgages; effect thereof. In case of conflict
bet ween this section and article nine of the uniformcomercial code,
the provisions of this section shall control. Any nortgage, deed of
trust or other instrunent executed by a cooperative or foreign
corporation doing business in this state pursuant to this chapter, which
affects real and personal property and which is recorded in the real
property records in any county in which such property is |ocated or is



to be located, shall have the sane force and effect as if the security
i nterest created by such nortgage in the personal property thereby

af fected, had been perfected by filing in accordance with section 9--501
of the uniformcomrercial code. Al after-acquired property of such
cooperative or foreign corporation described or referred to as being
nort gaged or pledged in any such nortgage, deed of trust or other

i nstrument, shall becone subject to the lien thereof imediately upon
the acquisition of such property by such cooperative or foreign
corporation, whether or not such property was in existence at the tine
of the execution of such nortgage, deed of trust or other instrunent.
Recordati on of any such nortgage, deed of trust or other instrumnent
shall constitute notice and otherw se have the sanme effect with respect
to such after-acquired property as it has under the laws relating to
recordation, with respect to property owned by such cooperative or
foreign corporation at the time of the execution of such nortgage, deed
of trust or other instrunment and therein described or referred to as
bei ng nortgaged or pl edged thereby.

The security interest in personal property created by any such
nort gage, deed of trust or other instrument shall, after recordation
t hereof, continue perfected and of record without the filing of any
continuation statenment as required by section 9--515 of the uniform
commer ci al code.

8§ 64. Construction standards. Construction of electric lines by a
cooperative shall, as a mninumrequirenent, conply with the standards
of the national electric safety code in effect at the tine of such
constructi on.

8§ 65. Directors, officers or nenbers as notaries. No person who is
aut hori zed to take acknow edgnents under the |laws of this state shall be
di squalified fromtaking acknow edgnents of instruments executed in
favor of a cooperative or to which it is a party, by reason of being an
of ficer, director or nenber of such cooperative.



8§ 66. License fee in lieu of all franchise, excise, incone,
corporation and sal es and conpensati ng use taxes. Each cooperative and
foreign corporation doing business in this state pursuant to this
chapter shall pay annually, on or before the first day of July, to the
state tax conmi ssion, a fee of ten dollars, but shall be exenpt from al
ot her franchi se, excise, income, corporation and sal es and conpensati ng
use taxes what soever. The exenption fromthe sales and conpensati ng use
taxes provided by this section shall not apply to the taxes inposed
pursuant to section el even hundred seven or el even hundred eight of the
tax law. Nothing contained in this section shall be deenmed to exenpt
such corporations fromcollecting and payi ng over sales and conpensati ng
use taxes on retail sales of tangible personal property and services
made by such corporations to purchasers required to pay such taxes
i nposed pursuant to article twenty-eight or authorized pursuant to the
authority of article twenty-nine of the tax law. Such annual fee shal
not be payable after January first, two thousand twenty.

8§ 67. Exenption fromjurisdiction of public service comm ssion and
fromthe provisions of the public service |law. Cooperatives and foreign
corporations doing business in this state pursuant to this chapter shal
be exenpt in all respects fromthe jurisdiction and control of the
public service comm ssion of this state and shall not be subject to the
provi sions of the public service | aw. Each cooperative, however, shal
file with the public service comm ssion an annual report verified by the
oath of the president, vice-president, treasurer, secretary, general
manager, or receiver, if any. The report shall show in detai

(a) The nunber of its nenbers;

(b) The anpunt of its bonded i ndebtedness and ot her outstanding
i ndebt edness;

(c) Its receipts and expenditures during the precedi ng year;

(d) The anpunt paid in reduction of its indebtedness and as interest
upon its indebtedness;

(e) The nanes of its officers and the aggregate anount paid as
salaries to themand the anmount paid as wages to its enpl oyees;

(f) The location of its plant or plants and system wth a ful



description of its property and franchi ses.

8§ 68. Exenption of securities. The provisions of article
twenty-three-a of the general business |aw shall not apply to any note,
bond or other evidence of indebtedness issued by any cooperative or
foreign corporation doing business in this state pursuant to this
chapter to United States of America or any agency or instrunmentality
thereof, or to any nortgage, deed of trust or other instrunent executed
to secure the same. The provisions of said article twenty-three-a shal
not apply to the issuance of nenbership certificates by any cooperative
or any such foreign corporation.

ARTI CLE 7
CONSTRUCTI ON; SEPARABI LI TY; EFFECTI VE DATE
Section 70. Construction.
71. Separability.
72. Effective date.

8§ 70. Construction. This chapter shall be construed liberally. The
enunerati on of any object, purpose, power, manner, nethod, or thing
shall not be deened to exclude like or simlar objects, purposes,
powers, manners, methods or things.

8§ 71. Separability. If any provision of this chapter or the
application of such provision to any person or circunstance is held
invalid, the remai nder of the chapter and the application of such
provi sions to other persons or circunmstances shall not be affected
t her eby.

8§ 72. Effective date. This chapter shall take effect immediately.



