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September 19, 2008

TO: Board of Directors of Chugach Electric Association, Inc.
CC: Tom Daniel

FROM: Pat Simpson and Evan Reynolds

RE: Proposed Amendments to Bylaws

This memo summarizes our suggested amendments to the Bylaws of Chugach Electric
Association, Inc. (the "Association") reflected in the enclosed document and raises related
questions.

A. Action at Meetings and Nominations

In Article 111, Section 2, we have recommended that you limit business that may be brought at a
special meeting of members to the matters identified in the meeting notice. Given the
extraordinary nature of a special meeting, all business should be subject to advance notice.

As another matter of governance process, we have suggested in Article IV, Section 4 that you
clarify that directors may only be elected if they have been submitted to the nominating
committee or nominated by petition of the members. While this process is implied by your
current Bylaws, they do not preclude the possibility that a director could be nominated (and
elected) who has been omitted from the ballots and candidate information distributed well in
advance of a meeting. We don't believe this is intended.

B. Board Structure

As requested, we have modified Article IV of the Bylaws to increase the number of directors to
nine and to provide for three classes of directors, each of which class will serve a staggered
three-year term. Although not a departure in substance from your current bylaw requiring
staggered terms, the suggested classified board language is typical of corporate bylaws and offers
some additional clarity and structure. We also suggest clarifying that the three-term limit on
board service does not apply to service of a partial term to fill a vacancy. However, if the intent
is to include such service in the term limit, this provision should refer to a limit on the number of
years of service (i.e., nine years).

We note that the bylaws of many corporations provide a range for the number of directors, with
the number to be fixed by resolution of the board from time to time. Given the Association's
governance structure, we assume that it is preferable to allow the members to make this
determination by establishing the size directly in the Bylaws.
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With the change in board size, the number of directors needed to call a special meeting of
members (Article III, Section 2) requires adjustment. For flexibility we have recommended this
be a majority of the directors rather than a specific number.

C. Indemnification

The Association's current Bylaws mandate the indemnification of all directors, officers,
employees and agents so long as their behavior meets the standards required by the Alaska
Electric and Telephone Cooperative Act. This is appropriate in the case of directors, who are not
employed by the Association (serving for minimal compensation) but owe its members fiduciary
duties. Particularly in light of the Association's inability to offer meaningful compensation or
other financial incentives to directors, mandatory indemnification is critical to attracting
experienced and qualified individuals to serve. This principle does not extend to officers,
employees and agents, for whom market-based compensation balances the risk of service to the
Association. Indemnification of these individuals may be merited in many circumstances, but
this should remain within the discretion of the board of directors to determine on a case-by-case
basis. At present, any officer, employee or agent generally must be indemnified, even if he or
she is negligent, unless they have failed to act in good faith. This is not in the best interests of
the Association or its members.

In addition to suggesting language that mandates indemnification only for directors, we have
included mandatory advancement of expenses to directors in our proposed amendment. While
your board policies currently provide for this, it is too important to omit from bylaws (which can
only be changed by members).

We have also recommended customary language intended to give these bylaw provisions the
force of contract, including protection in the case of subsequent bylaw amendments or changes
in law. Although these provisions improve upon your existing protections, we recommend the
even greater protection of separate indemnification agreements for each director. Contractual
indemnification cannot be modified without the consent of a director. In contrast, some recent
cases in Delaware, the jurisdiction generally thought to be most favorable for boards of directors,
have suggested that director indemnification protections contained in bylaws are vulnerable to
retroactive limitation. This is a matter worthy of "belt and suspenders."

D. Committees

Currently the Bylaws provide only for committees consisting solely of Association members,
although your board policies and practices contemplate a number of important committees of the
board of directors. To clarify the authority of these board committees, we have proposed a new
Article XVIII. Its provisions closely parallel those typical of corporate bylaws for Alaska
corporations, including restrictions on certain fundamental actions that may not be delegated by
the full board of directors. These restrictions, contained in Section 2, are similar to the matters
that the Alaska Corporations Code prevents corporation boards from delegating (the Alaska
Electric and Telephone Cooperative Act does not address committees of the board of directors).
We have included in this list the approval of collective bargaining agreements; please consider if
there are other matters that should not be delegated. For clarity we suggest differentiating
between member committees (Article XV) and board committees (Article XVIII).
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E. Other Changes

While the reasons for many of the other suggested changes may be self-evident, we hope the
following brief explanations for some of them are helpful:

1. We suggest deleting "annual" in Article III, Section 8(b) because Article XIII clearly
permits bylaws amendments to be proposed at special meetings.

2. Article IV, Section 3(a)(7): historical residency is relevant only for initial qualification.
After election, a director must continue to maintain bona fide residency in the service
territory (in which case there will have always been more than 12 continuous months of
residency).

3. Article IV, Section 3(b) and (e): because any director must meet the qualifications in
Section 3(a), no special provisions for entity representatives are needed.

4. Article IV, Section 5 and Article VI, Section 4: the board is given the power to appoint
officers in Article VI, so the language regarding the CEO in Article IV is superfluous.
However, absent the suggested change in Article VI, the Bylaws provide that the
Chairman must serve as the principal executive officer (and without compensation).

5. Article IV, Section 9: our changes are intended to eliminate redundancy (and potential
conflict in the language) and to reconcile the prohibition on director health insurance
coverage with director qualifications that allow non-household family member
employment by the Association.

F. Campaign Finance Limitations

We have not proposed specific language to limit expenditures on campaigns for election of
directors. While our preliminary assessment is that restrictions on campaign expenditures can
legally be imposed by the Association, we need to explore the legality further before proposing
specific amendments to the Association bylaws. We recommend that you reach a consensus on a
conceptual framework before committing the resources required to determine the likelihood that
any proposals would withstand legal challenge.

We have listed below a number of approaches for you to consider in weighing limitations on the
conduct of board elections:

1. As a condition to eligibility, limit candidate communications with members to:
(a) Material in election packets mailed by the Association to its members.
(b) Association-sponsored candidate forums.

(c) Door-to-door canvassing solely by the candidate.

2. Provide that any campaign communication or expenditure not permitted by the bylaws
disqualifies a candidate, even if made by third parties, unless the candidate can establish
that (a) the communication or expenditure was made without his or her knowledge and
(b) he or she took prompt action to discourage further third-party action.

3. Establish an independent, non-partisan election commission solely to determine candidate
eligibility and rule on disputes (i.e., separate from the Election Committee), perhaps
composed of persons who are not members of the Association.
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4. Have the Association finance campaigns, giving each bona fide candidate a fixed sum to
spend as the candidate determines. Other expenditures would result in disqualification as
suggested above.

G. Open Issues
We have the following additional observations and questions regarding the Bylaws:

1. Article III, Section 3 refers to "with notice of a public hearing on the proposed action to
be held not less than sixty (60) days before the meeting." We do not understand this
reference.

2. Article III, Section 9(b), subsection (2) establishes director candidate disclosure items
that overlap in part or in whole with some of the qualifications prescribed by Article IV,
Section 3(a). We recommend review of the differences between these provisions; for
example, it is not clear to us why there affirmative disclosure regarding only one
qualification (subsection (2)(1)).

3. Currently the Bylaws permit vacancies on the board of directors to be filled at special
meetings of members (Article IV, Sections 2 and 8). We recommend limiting this to
annual meetings to avoid the expense of interim elections.

4. Article IV, Section 3(c) requires removal in the event of "violation of any of the
foregoing provisions including the disclosure provisions of Article III, Section 9(b),
subsection (2)." We recommend clarifying this provision. Obviously this applies to
failure to meet the qualifications prescribed in Section 3(a)(1)-(7), but a violation of the
referenced disclosure provisions is unclear. We suggest that discovery that a disclosure
was untrue when made should be grounds for removal, but not necessarily a change in
circumstances occurring after the disclosure that does not disqualify the director under
Section 3(a)(1)-(7).

5. Article IV, Section 7 entitles a director subject to removal by the members an opportunity
to appear at a special hearing. This provision specifies process and the advocates in such
a hearing, but it does not indicate who presides, whether any findings are made or any
particular consequences of the hearing. We suggest greater specificity regarding this
special hearing.

6. Article XV, Section 2: are there any circumstances in which members serving on
committees should be entitled to expense reimbursement?

7. Masculine pronouns (i.e., "he" or "his") are used almost exclusively throughout the
Bylaws. Gender-neutral language should be considered.

Finally, we have not proposed modifications to board policies, but we are prepared to suggest
changes necessitated by potential adoption of the foregoing Bylaws amendments. For example,
the board policy on indemnification would need to be conformed to reflect the proposed change
in the Bylaws described above.
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ARTICLE Il
MEMBERS, MEETINGS AND ELECTIONS

SECTION 2. Special Meetings. Special meetings of the members may be called by resolution of the
board of directors, or upon a written request signed by a majority of theany—feur directors to the
chairman of the board, or by a written request made to the chairman of the board and signed by not
less than ten percent (10%) of the members. The resolution or request shall specify the purpose of the
meeting. All signatures for a request of a special meeting by members shall be collected within the
single ninety (90) calendar day period immediately preceding the date on which signed requests are
first presented to the Association, and the board of directors shall establish such policies as may be
necessary and convenient to ensure compliance with this provision. It shall thereupon be the duty of
the secretary of the board to cause notice of such meeting to be given as hereinafter provided. Special
meetings of the members may be held at any place within the Municipality of Anchorage specified in
the notice of the special meeting._ Only such business shall be conducted at a special meeting of
members as shall have been specified in the notice of the special meeting.

SECTION 8. Order of Business. (a) The order of business at the annual meeting of the members
and, insofar as possible, at all other meetings of the members, shall be essentially as follows:

1) Report on the number of members present in person in order to determine the existence of
a quorum.

2) Reading of the notice of the meeting and proof of the due publication thereof.

3) Reading of unapproved minutes of previous meetings of the members, making technical
changes only to the minutes, and approval thereof.

4) Presentation and consideration of reports of officers, directors and committees.
5) Election of directors.
6) Unfinished business.
7) New business.
8) Adjournment.
(b) Any Pproposed amendments to the bylaws upon which voting is being conducted by ballot may

be discussed at the annual-meeting, but may not be altered, amended or tabled. The only vote
permitted is whether to approve or disapprove the amendment to the bylaws as set forth in the official

SECTION 9. Elections and Election Committee. (a) The board of directors shall appoint an
election committee by December 31st of each year, as provided for in Article XV of these bylaws.
The committee shall consist of the master election judge, who shall chair the committee, and not
more than twelve election judges. This committee shall have the responsibility for conducting all
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voting by secret ballot during the calendar year. The election committee shall devise such
procedures, and adopt such rules and regulations, subject to the approval of the board of directors, as
may be reasonably necessary or convenient to the discharge of the election committee’s
responsibilities. These responsibilities shall include, but are not limited to (1) the registration of
members at the annual or special meeting, and (2) the obligation of insuring the fairness, impartiality,
confidentiality, and integrity of the voting process. The master election judge and election judges
shall be selected from the Association membership, with consideration for geographical
representation. In case of a vacancy, the board of directors shall appoint an Association member to
complete the unexpired term of the committee member.

(b) The election committee shall cause the preparation of an official ballot containing the names of
the candidates for the office of director and the proposed bylaw amendments. The ballot shall be
designed with the position of names of the candidates changed as many times as there are candidates.
As nearly as possible, an equal number of ballots shall be printed after each change. In making the
changes of position, the name of the candidate shall be taken and placed at the bottom and the
column moved up so that the name that before was second is first after the change. After the ballots
are printed, they shall be placed in separate stacks, one stack for each change of position. The ballots
shall then be gathered by taking one from each stack, the intention being that every other ballot in the
accumulated stack of ballots shall have the names of the candidates in a different position. The ballot
shall also include a brief description concerning the number of offices to be filled at the election and
the time, place, and method of voting. At least thirty (30) days prior to the meeting, an official ballot
shall be transmitted by the secretary of the board to each member with 1) a statement of the number
of directors’ seats to be filled, 2) the candidates’ names and election statements, 3) an explanation of
any other matters to be voted on by ballot, the proposed changes to the bylaws, with the Bylaws
Committee’s comments and 4) a report covering the calendar year immediately preceding the annual
meeting prepared by the Chief Executive Officer setting forth the attendance record of directors at
regular and special board meetings, together with a summary setting forth the agenda business items
voted and the vote of each director. The candidates’ statements:

1) Shall specify whether the candidate was nominated by the Nominating Committee or by
petition.

2) Shall specify whether the candidate is:

(i) A member, officer, director, or employee of any union local currently acting as a
bargaining agent for Association employees.

(if) A person who has within the last two years had a financial interest in a bid,
proposal, project, or contract with Chugach.

(iii)A spouse, child, brother, sister, parent, stepparent, stepchild or stepsibling of: a)
any person included in subparagraph (i) or (ii) above or b) an employee of the
Association.

3) May include a photograph of the candidate, and a statement not to exceed 200 words.

The election committee shall procure a post office box where all mail ballots shall be received.

66449-0004/LEGAL14667505.1 2

66449-0004/LEGAL14667505.2




(c) A member may vote in person at the annual or special meeting or by such other means as allowed
by law and established by the Association. All ballots not cast in person must be received by the
Association or its designee by 12:00 Noon three (3) calendar days prior to the annual or special
meeting.

(d) The election committee shall make proper arrangements to secure all ballots before, during, and
following the election. Marked ballots shall be counted as soon after the close of balloting as may be
reasonable under the circumstances. The results thereof will be announced as soon as the count is
completed. Marked ballots will be retained and secured for a period of ninety (90) days following the
election, after which time they may be destroyed.

(e) The election committee may employ such additional election clerks as may be required to register
members at the annual or special meeting, to assist in the counting of the ballots and otherwise to
ensure the efficient management of the meeting and balloting. Each candidate for the office of
director may have a representative present during all times that ballots are being counted. The
decision of a majority of the election committee shall be conclusive with respect to the eligibility of
any person to vote and the validity of any ballot cast.

(F) A recount of votes cast for a director’s seat may only be requested by a candidate in that election.
A request for a recount must be made in writing and received by the Election Committee within 10
days of the close of balloting. The recount will be done in the same manner as and by the same entity
that performed the original vote count. If the recount indicates that the candidate requesting the
recount has lost the election by more than 1 percent of the total votes cast, then the cost of the
recount shall be borne by the candidate. If the recount indicates that the candidate requesting the
recount has either won a seat or lost by a margin of 1 percent or less, then the cost of the recount
shall be borne by the Association.

A group of 10 or more members who voted in that election may request a recount of the ballots for a
bylaws change or ballot question. A request for a recount must be made in writing and received by
the Election Committee within 10 days of the close of balloting. The same provision for payment of
the costs as provided above shall prevail, with the voters who requested the recount paying for the
recount if the margin is greater than 1 percent, and the Association bearing the expense if the margin
is 1 percent or less.

(9) In the event of a tie for an election of a director, a bylaws change or a ballot question, a recount of
the ballots shall be done. The Association shall bear the cost of recounts in the event of a tie. If the
recount confirms the existence of a tie_in the election of directors, then a run-off election shall be
conducted by mail and by such other means as may be established by the Association within 60 days
of the date the results of the recount are certified. The form and content of the ballots shall comply
with this Article I11, Section 9(b). The run-off election shall be conducted by the Election Committee.
The provisions of this Article I11, Section 9(d), (e) and (f) shall apply._If the recount confirms the
existence of a tie with respect to a bylaws change or ballot question, such change or question shall
have failed.

ARTICLE IV
DIRECTORS

SECTION 1. General Powers. The management of the business and the affairs of the Association
shall be vested in a board of seven-nine (#9) directors who shall exercise all of the powers of the
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Association, except such as are by law, the articles of incorporation, or by these bylaws conferred
upon or reserved to the members.

SECTION 2. Electlon and Tenure of Offlce Ihe—pepsens—nameel—aseweeteps—m—the—amelesef

sha“—have—qualmeel—Dlrectors shall be elected by secret ballot elther malled or cast in person at

annual or special meetings of the membership-by-and-from-the-members; to serve for a three-year
term, not to exceed three consecutive three-year terms_(excluding service of an unexpired term to fill

a vacancy), and until their successors shall have been elected and guatifyqualified, except in the case
of the death, resignation or removal of any director. By resolution of the board of directors, the
directors shall be divided into three classes designated Class I, Class Il and Class |11, each class to
consist, as nearly as possible, of one-third (1/3) of the total number of directors constituting the entire
Board. The directors elected at the 2010 annual meeting of members shall be designated as Class |
and their term of office shall expire at the 2013 annual meeting of members. The directors elected at
the 2011 annual meeting of members shall be designated as Class |l and their term of office shall
expire at the 2014 annual meeting of members. The directors elected at the 2012 annual meeting of
members shall be designated as Class |1l and their term of office shall expire at the 2015 annual
meeting of members Thereaftere#eweleel—tha{ each class shaII contlnue to be elected in succeequ

teene—th#erasrpesyble—shau—beeleetedreaehyeapThe dlrectors elected to f|II vacanmes as prowded

in Article 1V, Section 8 of these bylaws, shall serve only for the unexpired portion of the term
vacated. Where the remaining unexpired terms to be filled are of different lengths, the longest term
shall be given to the director receiving the most votes. If the size of the board is subsequently
increased, the initial terms of the directors to fill the newly created seat or seats shall be scheduled so
that, as nearly as possible, an equal number of terms expire each year. At each annual or special
meeting, members shall be elected to fill the seats on the board which become vacant as
contemplated by Article 1V, Section 8 of these bylaws.

SECTION 3. Qualifications. (a) A person shall be eligible to serve as a director, who:

1) Has been a member and bona fide resident in the area served by the Association for 12 continuous
months before appointment to the board, or the notice of the election;

2) Is not in any way employed by a competing enterprise, however, an employee of the Municipality
of Anchorage who is not directly employed by Municipal Light and Power is eligible to serve if he or
she has no fiduciary duties which in any way pertain to Municipal Light and Power;

3) Does not have a financial interest in a competing enterprise;

4) Is not a supplier, contractor, consultant, or other entity which does business with the Association
or a person with more than a 10% ownership interest in a supplier, contractor, consultant, or other
entity which does business with the Association, except for providers whose annual business with the
Association does not exceed $25,000;

5) Is not an employee of the Association nor a member, officer, director, nor employee of any union
local currently acting as a bargaining agent for Association employees;

6) Is not a person living in the same household with and financially interdependent upon any person
included in paragraphs 2, 3, 4, and 5, above; and
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7) Marntarns |) hrs or her membershrp and ||) bona flde resrdency |n the area served by the

by—the—Asseeratleh throughout h|s or her term of offlce, |ahd|

8) Has not exceeded, or would not exceed if elected to the applicable term, the limit on board service
specified in Article IV, Section 2; [and

9) Aqgrees to obey the rules and any official action of the Association's Campaign Conduct and
Finance Commission].

(eb) Upon establishment of the fact that a director is holding office in violation of any of the
foregoing provisions neluding—or violated the disclosure provisions of Article 111, Section 9(b),
subsection (2), the board of directors shall remove such director from office unless the basis for
disqualification is remedied within thirty (30) days of notice of disqualification by the board of
directors.

(d) Directors are ineligible for employment by the Association for a period of two (2) years after their
term has expired.

(e) “Bona fide resident” is hereby defined to mean: 1)}-a person whose primary residence is in the
area served by the Association, and who actually lives at this primary residence with the intention to

remain there permanently or |ndef|n|telyahd49+nen-natur&LenmyAM4&eheesesasthe+paemheH%ed

“Primary residence” shall mean the residence that is the chief or main residence of the person and
where the person actually lives for the most substantial portion of the year. “Intention” shall mean the
unequivocal intention of the person as evidenced by that person’s acts and words and by the
circumstances.

The failure of a director to meet the qualifications for service Nething-contained-in-this-seetion-shall
not affect in-any-mannerwhatseever-the validity of any action taken at any meeting of the board of

directors.

SECTION 4. Nominations. No person may be elected a director by the members unless nominated
pursuant to this Article 1V, Section 4.

(@) Nominating Committee. The board of directors shall appoint a committee on nominations by
December 31st of each year, as provided for in Article XV of these bylaws. The committee shall
consist of not less than five nor more than seven members, who shall be selected from different
sections of the service area of the Association as to insure equitable representation. No member of
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the board of directors may serve on such committee. The committee shall seek qualified candidates,
as well as screen potential nominees. Public notice for nominations shall be given ninety days prior
to the meeting. The committee, keeping in mind the principle of geographical representation, shall
approve, prepare and post at the principal office of the Association, at least seventy days before the
meeting, a list of nominations for directors, which may include a greater number of candidates than
are to be elected.

(b) Petition. Any fifty or more members, acting together, may make other nominations by petition
not less than sixty days prior to the election, and the secretary of the board shall post such
nominations at the same place where the list of nominations made by the committee is posted.

SECTION 5. Appointment of Consultants-anrd-Chief-Executive-Officer. The board of directors
may engage the serwces of adV|sors consultants and other professmnals fo advise it from time to

SECTION 9. Compensation. (a) Directors-shal-netreceive-any-salary-fortheirservices-as-directors;
except-thatbBy resolution of the board of directors, directors may receive a fixed fee and expenses

of attendance, if any, may-be-aHewed-for each day of attendance at each meeting of the board of
directors, or a meeting of a committee thereof, or when a director is otherwise representing the
Association in an official capacity and for each day of necessary travel in connectlon with any suchte
and-from-a meeting .
attendance other than regular or speC|aI board or commlttee meetlngs shall be relmbursed unless
authorized in-advance-by the-a majority vote of the board. A director may not be compensated for
more than two regular board meetings per month, and an additional 12 special board meetings per
year. The total compensated meetings shall not exceed 70 meetings per year for a director, and 85
meetings per year for the chairman of the board. The Association may not provide health insurance
for directors or their families_(other than for a family member employed by the Association who is
not living in the same household as the director and who is not financially interdependent upon the
director), or insurance for risks except those incurred in their capacity as directors.

(b) Directors’ expense reimbursement requests shall be reviewed and approved by the majority vote
of the board.

(c) [Except for the meeting fees authorized by Article 1V, Section 9(a) of these bylaws,] Bdirectors
may not receive salaries for their services as directors, and, except in emergencies, shall not receive
salaries for their services in any other capacity without the approval of the members.

ARTICLE V
MEETINGS OF DIRECTORS

SECTION 7. Telephonic Board Meetings. For the purpose of the holding of any regular or special
meeting, the Board of Directors (or any board committee) can validly conduct such meeting by
communicating with each other by means of conference telephones or similar communications
equipment as allowed by law. Telephonic attendance by directors shall be permitted without
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limitation if the director is unable to attend in person due to Association business provided the
absence was-is approved i-advanee-by the board as provided under Article V, Section 4. Telephonic
attendance for reasons other than Association business shall be limited to 25% of the meetings by
any one director for the 6-month period beginning each May 1 and the 6-month period beginning
each November 1. For attendance evaluation, but no other purpose, a director is deemed absent from
each meeting where the telephonic attendance limit was exceeded.

The amendments-to-this Bylaw witHake effect May 1. 1997,
ARTICLE VI

OFFICERS

SECTION 1. Number. The officers of the Association shall be a chairman of the board, vice-
chairman of the board, secretary of the board and treasurer of the board, and such other agents and
employees, who may be given the customary title and authority of an officer, but shall not be deemed
to be an "officer" for purposes of Alaska Statutes Section 10.25.200,
officers-as may be determined by the board of directors from time to time. The offices of secretary of
the board and treasurer of the board may be held by the same person.

SECTION 2. Election and Term of Office. The officers shall be elected annually by ballot, by
and from the board of directors, at the meeting of the board of directors held seven days immediately
after the annual 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 conveniently may be. Each officer shall hold office
until the first meeting of 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.

SECTION 4. Chairman of the Board. The chairman of the board shall:

(a) Be-the—principal-executive—officer—ofthe-Assoctation—and—unless otherwise determined by the

members or the board of directors, shal-preside at all meetings of the members and the board of
directors;

(b) Unless the board has appointed a chief executive officer, be the principal executive officer of the
Association and Ssign 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 these bylaws to some
other officer or agent of the Association, or shall be required by law to be otherwise signed or
executed; and

(c) In general, perform all duties incident to the office of chairman of the board and such other duties
as may be prescribed by the board of directors from time to time.

ARTICLE XV
STANDING AND AD HOC MEMBER COMMITTEES

SECTION 1. General. This section—Article XV shall apply to standing and ad hoc member
committees which may from time to time be appointed by the board. Standing member committees
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include: the Election Committee, as provided for in Article Ill, Section 9; the Nominating
Committee, as provided for in Article 1V, Section 4; the Bylaws Committee, as provided for in
Acrticle XIl1I, Section 2; and the Member Advisory Council, as provided for in Article XIV.

SECTION 2. Compensation. Members of standing and ad hoc committees shall receive no
compensation or gratuity for their participation in the affairs of the Association_but may be
reimbursed for reasonable expenses incurred in connection with meeting attendance.

SECTION 3. Terms. The terms of standing committee members shall be for no more than three (3)
years and be staggered so that, as nearly as possible, one-third shall expire each year.

SECTION 4. Membership. In order to be fairly representative of the Association’s diverse
membership, it is preferable that standing-and-ad-hee-member committees be comprised of members
who reflect that diversity. Toward that end, the selection process shall include consideration of the
member’s occupation, education, experience, geographical area in which service is provided by the
Association, and type of service provided by the Association. A person is eligible to serve on such
committees provided that such person is not:

(a) an employee or director of the Association;

(b) a director, officer or employee of any union local currently acting as a bargaining agent for
Association employees;

(c) a person employed by a competing enterprise, however, an employee of the Municipality of
Anchorage who is not directly employed by Municipal Light and Power is eligible to serve if he or
she has no fiduciary duties which in any way pertain to Municipal Light and Power;

(d) a person having a financial interest in a competing enterprise;

(e) a supplier, contractor, consultant or other entity which does business with the Association or a
person with more than a 20% ownership interest in a supplier, contractor, consultant or other entity
which does business with the Association except for providers whose actual business with the
Association does not exceed $50,000; or

(F) a person living in the same household with and-or financially interdependent upon any of the
persons listed in (a) through (e), above.

SECTION 5. Removal. The board of directors may remove any member of any member committee
by the affirmative vote of not less than a majority of the number of directors fixed by these bylaws.

SECTION 56. Vacancy. In the case of a vacancy in a member committee, the board of directors
shall appoint an Association member in accordance with the provisions of this Article to complete
the unexpired term of a committee member.

66449-0004/LEGAL14667505.1 8

66449-0004/LEGAL14667505.2




ARTICLE XVIII

BOARD COMMITTEES

SECTION 1. Creation of Committees. The board of directors, by resolution adopted by a majority
of the number of directors fixed by these bylaws, may designate standing or temporary committees of
directors and appoint members thereto from its own number and invest such committees with such
powers as it may see fit, subject to such conditions as may be prescribed by the board of directors,
these bylaws and applicable law. Unless the number of directors fixed by these bylaws is less than
three, each committee must have two or more members who shall serve at the pleasure of the board
of directors.

SECTION 2. Authority. Each board committee shall have and may exercise all of the authority of
the board of directors to the extent provided in the resolution of the board of directors designating the
committee and any subseguent resolutions pertaining thereto and adopted in like manner, except that
no such committee shall have the authority to (1) approve the retirement of patronage capital, (2)
approve or recommend to members actions or proposals required by the Alaska Electric and
Telephone Cooperative Act to be approved by members, (3) designate candidates for the office of
director or fill vacancies on the board of directors, any board committee, any member committee or
any commission authorized by these bylaws, (4) adopt, amend or repeal any provision of these
bylaws, (5) appoint other committees of the board of directors or of the members of the Association,
(6) terminate any employee of the Association, (7) authorize, approve, or ratify any collective
bargaining agreement with a union local currently acting as a bargaining agent for Association
employees, or (8) authorize, approve, or ratify contracts or other transactions between the
Association and one or more of its directors, or between the Association and a corporation, firm, or
association in which one or more of its directors has a material financial interest as defined by the
Alaska Corporations Code.

SECTION 3. Quorum and Manner of Acting. A majority of the number of directors composing
any committee of the board of directors, as established and fixed by resolution of the board of
directors, shall constitute a quorum for the transaction of business at any meeting of such committee
but, if less than a majority are present at a meeting, a majority of such directors present may adjourn
the meeting from time to time without further notice. Except as may be otherwise provided by
applicable law, if a quorum is present when a vote is taken, the act of a majority of the members shall
be the act of the committee.

SECTION 4. Minutes of Meetings. All board committees shall keep reqular minutes of their
meetings and make them available Association members, in each case to the extent provided in
Article V, Section 6.

SECTION 5. Resignation. Any member of any board committee may resign at any time by
delivering written notice thereof to the Chairman of the board of directors, the Secretary of the board,
the board of directors, or the Chairman of such committee, or by giving oral notice at any meeting of
such committee. Any such resignation is effective upon delivery thereof unless the notice of
resignation specifies a later date, and the acceptance of such resignation shall not be necessary to
make it effective.

SECTION 6. Removal. The board of directors may remove any member of any board committee by
the affirmative vote of not less than a majority of the number of directors fixed by these bylaws.
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ARTICLE XIX

CAMPAIGN CONDUCT AND FINANCE COMMISSION

SECTION 1. Establishment of Commission. There is established a commission of the Association
to be known as the Campaign Conduct and Finance Commission (the "Commission™). The
Commission shall consist of [three] members appointed by the Association's board of directors.
[One member] shall serve an initial term of [two] years ending [December 31, 2011], [one member]
shall serve an initial term of [three] years ending [December 31, 2011], and [one member] shall serve
an initial term of [four] years ending [December 31, 2013]. After the foregoing initial terms, each
member_shall serve a term of [three] years[, and no member shall serve for more than [10]
consecutive years]. A member of the Commission may serve on the Commission after the expiration
of his or her term until his or her successor has taken office as a member of the Commission. An
individual appointed to fill a vacancy occurring other than by the expiration of a term of office shall
be appointed only for the unexpired term of the member he or she succeeds. The board of directors
shall fill any vacancy promptly.

SECTION 2. Qualification of Commission Members; Compensation. Members of the
Commission need not be members of the Association and shall be chosen on the basis of their
experience, integrity, impartiality, and good judgment. Commission members shall not be (and shall
not have a family member living in the same household with, or financially interdependent upon,
such individual who is) (a) a director of the Association, (b) an employee of the Association, (c) an
independent contractor with a significant business relationship with the Association, or (d) a member
or employee of the International Brotherhood of Electrical Workers, and any Commission member
who becomes subject to the foregoing disqualifications while serving shall be removed promptly by
the board of directors. Commission members shall be entitled to reasonable compensation for
service, which shall be determined by the board of directors from time to time.

SECTION 3. Authority of Commission. (a) The Commission shall establish rules to govern the
conduct of campaigns by candidates for election to the Association's board of directors as the
Commission may determine in its discretion (subject to the general requirement that all rules are
designed to promote civil, fair, open and transparent elections at minimum cost to candidates and the
Association), which rules may include, but are not limited to:

e Limitations on campaign activities by candidates;

e Limitations on the campaign expenditures of candidates;

e Requirements for public disclosure of the source or sponsor of any campaign-related
communication;

e Requirements for public disclosure of any expenditure made by or on behalf of a candidate or
any contribution made to a candidate or its supporters for campaign-related purposes; and

e Requirements that apply to candidate supporters, whether coordinated or independent, to the
same extent as applicable to the candidates.

(b) The Commission shall have the power to disqualify a candidate for election to the board of
directors [for any reason], including for conduct by third parties that the Commission determines is
attributable to such candidate. Any such disqualification shall not be subject to challenge except by
the vote of a majority of Association members voting thereon at a meeting of Association members
with respect to which a guorum exists.
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(c) The rules of the Commission may be amended, modified or terminated only by (i) action of the
Commission or (ii) the vote of a majority of Association members voting thereon at a meeting of
Association members with respect to which a guorum exists. Subject to the authority given it by this
Article X1IX of these bylaws, in the event of a conflict between the act of the Commission and the act
of either the board of directors (including any committee thereof) or the Election Committee, the
Commission's act shall govern.

(d) The Commission may engage the services of advisors, consultants and other professionals to
advise it from time to time, the reasonable cost of which shall be borne by the Association.

SECTION 4. Quorum and Manner of Acting. A majority of the Commission members then
serving shall constitute a quorum for the transaction of business at any meeting of the Commission.
If a guorum is present when a vote is taken, the act of a majority of the Commission members shall
be the act of the Commission.

SECTION 5. Resignation. Any member of the Commission may resign at any time by delivering
written notice thereof to the Chairman of the board of directors, the Secretary of the board or the
board of directors. Any such resignation is effective upon delivery thereof unless the notice of
resignation specifies a later date, and the acceptance of such resignation shall not be necessary to
make it effective.

SECTION 6. Removal of Commission Members. Any Commission member may be removed only
by the board of directors for cause or if such member no longer meets the qualifications of Article
XIX, Section 2 of these bylaws. “Cause” means that the Commission member has committed an act
or omission materially and adversely affecting the business of the Association, which amounts to
criminal conduct, fraud, gross negligence, failure to perform prescribed duties, or gross misconduct
in office.
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