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TOPIC
Demand for defense and indemnification by Ray Kreig Stephen Routh and Chugach Consumers
in Chugach Electric Association Inc v Rav Kreig Stephen Routh and Chugach Consumers
Case No 3AN 06 13743 CI

DISCUSSION

On March 8 2007 Kenneth P Jacobus attorney for Ray Kreig Stephen Routh and Chugach
Consumers in the referenced lawsuit wrote toChugach s outside counsel in the above matter

Robert K Stewart Jr tendering defense ofMr Kreig Mr Routh and Chugach Consumers to

Chugach and all applicable Chugach liability insurance carriers A copy ofMr Jacobus letter is
attached While there is no explicit reference in Mr Jacobus letter to Article XVIof Chugach s

Bylaws the tender to Chugach in addition to its insurance carriers arguably states a demand for
defense and indemnity under Chugach s Bylaws

Mr Kreig wasamember ofChugach s Board ofDirectors from May of 1994 through April of
2000 and from July 2005 through April 2006 Mr Routh was amember ofthe Chugach Bylaws
Committee as provided in Article XIII Section 2 ofChugach s Bylaws from 1993 through
1994 Chugach Consumers has no relationship with Chugach

A copy ofthe Complaint for Declaratory and Injunctive Reliefand Damages Complaint filed

by Chugach in the referenced lawsuit is attached Contrary toMr Jacobus assertion none of
the causes ofactions alleged in the Complaint are based upon acts or omissions by Mr Kreig or

Mr Routh occurring during periods in which they served on the Board ofDirectors or the

Bylaws Committee respectively

Chugach has forwarded Mr Jacobus letter to its insurance brokers for further transmittal to the
carriers for all potentially applicable insurance carriers







































Article XVIofChugach s Bylaws and Board Policy No 125 which address the indemnification
ofdirectors officers employees and agents ofChugach limits Chugach s defense and
indemnification obligations to cases where t he acts complained of were performed within the

scope ofthe director s officer s employee s or agent s duties Board Policy No 125 provides
that the Board shall act on all demands for indemnification received from directors and agents
Board Policy No 125 is silent as to who makes the decision on demands for indemnification by
an organization such as Chugach Consumers which is not a director officer employee or agent
ofChugach Because decisions as toemployees are relegated to the Chief Executive Officer we
believe it is appropriate for the Chief Executive Officer to decide whether an organization is

ineligible for indemnification because it is not a director officer employee or agent ofChugach

In this case defense and indemnification ofMr Kreig and Mr Routh pursuant toArticle XVIof
Chugach s Bylaws is not authorized because the conduct complained ofin the Complaint was not

performed within the scope of their duties for the Association The Chief Executive Officer has
determined that defense and indemnification ofChugach Consumers pursuant to Article XVI of

Chugach s Bylaws is not authorized because it is not a protected person as provided by that

Bylaw

MOTION
Motion Move that the Chugach Board ofDirectors deny Ray Kreig s and Stephen Routh s

demands for defense and indemnification arguably made in Kenneth P Jacobus March 8 2007
letter because defense and indemnification ofMr Kreig and Mr Routh is not authorized
pursuant to Article XVI ofChugach s bylaws because the conduct complained ofin the
Complaint in Chugach Electric Association Inc v Chugach Consumers and Rav Kreig Case
No 3AN 06 13743 CI was not performed within the scope oftheir duties for the Association


