
The board of trustees periodically reviews bylaw provisions to improve the cooperative’s operations and governance. With the 
recent retirement of capital credits, the board realized the need for a bylaw change to clarify the language pertaining to capital 
credits. When considering a capital credit retirement, the board of trustees evaluates the financial condition and health of the 
cooperative to ensure a retirement will not impair the cooperative. The proposed bylaw changes are aimed at giving the board of 
trustees (a) clarification on how to handle a financial loss and the ability to prescribe the accounting procedures to address such 
loss, (b) the flexibility to make decisions regarding the retention or distribution of non-operating margins, and (c) the manner and 
method to which capital credits are retired. 
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 VOTE ON THE

Proposed Bylaw change
The board of trustees periodically reviews bylaw provisions to improve the cooperative’s operations and governance. With the 2019 retirement of capital 
credits, the board realized the need for a bylaw change to clarify the language pertaining to capital credits. When considering a capital credit retirement, 
the board of trustees evaluates the financial condition and health of the cooperative to ensure a retirement will not impair the cooperative. The proposed 
bylaw changes are aimed at giving the board of trustees (a) clarification on how to handle a financial loss and the ability to prescribe the accounting 
procedures to address such loss, (b) the flexibility to make decisions regarding the retention or distribution of non-operating margins, and (c) the manner 
and method to which capital credits are retired. 
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ARTICLE 7,  SECTION 2: 

PATRONAGE CAPITAL IN 

CONNECTION WITH FURNISHING 

ELECTRIC ENERGY

In the furnishing of electric energy, 
the cooperative’s operations shall be so 
conducted that all patrons, will, through 
their patronage, furnish capital for the 
cooperative. In order to induce patronage 
and to assure the cooperative will operate 
on a non-profit basis, the cooperative is 
obligated to account on a patronage basis 
to all its patrons, for all amounts received 
and receivable from the furnishing of electric 
energy in excess of operating costs and 
expenses properly chargeable against the 
furnishing of electric energy (“operating 
margins”). All such amounts in excess 
of operating costs and expenses at the 
moment of receipt by the cooperative are 
received with the understanding that they 
are furnished by the patrons, as capital. The 
cooperative is obligated to pay by credits 
to a capital account for each patron all such 
amounts in excess of operating costs and 
expenses. The books are and records of 
the cooperative shall be set up and kept 
in such a manner that at the end of each 
fiscal year the amount of capital, if any, so 
furnished by each patron is clearly reflected 
and credited in an appropriate record to 
the capital account of each patron. , and 
tThe cooperative shall, within a reasonable 
time after the close of the fiscal year, notify 
each patron of the amount of capital so 
credited to the patron’s his account. All such 
amounts credited to the capital account of 
any patron shall have the same status as 
though they had been paid to the patron 
in cash in pursuance of a legal obligation to 
do so, and the patron had then furnished 
the cooperative corresponding amounts for 
capital.  

All other amounts received by the 
cooperative from its operations in excess of 
costs and expenses, such as revenue and 
income other than from the furnishing 
electric energy (“non-operating margins”), 
shall, insofar as permitted by law, and at the 
discretion of the board, be (a) used to offset 
any losses incurred during the current or any 
prior fiscal year and; (b) used to establish 
unallocated reserves and retained capital 
not currently assignable to the patrons; 
and (c) to the extent not needed for that 
these purposes, allocated to its patrons 

on a patronage basis, and any amount so 
allocated shall be included as part of the 
capital credited to the accounts of patrons, 
in the same manner as the cooperative 
allocates operating margins, as herein 
provided.

If costs and expenses exceed the 
amounts received and receivable from and 
directly related to the furnishing of electric 
energy, thereby creating an operating loss, 
the cooperative may, at the discretion of 
the board, so far as permitted by law, loan 
covenants, and federal cooperative tax law, 
(a) offset the loss against existing capital 
credits of loss year patrons; (b) carry the 
loss forward to offset future allocations; (c) 
offset the loss against a reserve, or similar 
amount or account; (d) assess the loss in 
accordance with contractual provisions 
between a patron and the cooperative; 
or (e) account for the loss in some 
combination of the above methods.

In the event of dissolution or liquidation 
of the cooperative, after all outstanding 
indebtedness of the cooperative shall have 
been paid, outstanding capital credits shall 
be retired without priority on a pro rata basis 
before any payments are made on account 
of property rights of members. 

If, at any time prior to dissolution or 
liquidation, the board of trustees shall 
determine that the financial condition of the 
cooperative will not be impaired thereby, the 
capital then credited to patron’s accounts 
may be retired in full or in part. Any such 
retirements of capital shall be made in 
order of priority according to the year 
in which the capital was furnished and 
credited, the capital first received by the 
cooperative being first retired. The manner, 
method, and timing of retiring and paying 
capital credits and the net present value 
of any retired credits shall be determined 
by the board of trustees, and is not 
dependent and shall not be affected by 
previous retirements and payments.

Patronage capital allocated to the 
cooperative by an affiliated wholesale 
provider, and allocated to the cooperative 
members as a separate allocation, will not 
be retired by the cooperative until such 
capital is retired and paid by the wholesale 
provider. However, at the discretion of the 
board, a patron’s share of such allocated 
capital may be retired at the death of a 
patron at the net present value of the 

allocations.
Capital credited to the account of each 

patron shall be assignable only on the books 
of the cooperative pursuant to written 
instruction from the assignor, and only 
to successors in interest or successors in 
occupancy in all or a part of such patron’s 
premises served by the cooperative, unless 
the board of trustees, acting under policies 
of general application, shall determine 
otherwise.

Notwithstanding any other provisions 
of these bylaws, the board of directors 
trustees, at its discretion, shall have the 
power at any time upon the death of any 
patron, if the legal representative of his 
the estate shall request in writing that 
such capital credited to any such patron be 
retired prior to the time such capital would 
otherwise be retired under the provisions of 
these bylaws, to retire capital credits to any 
such patron immediately upon such terms 
and conditions as the board of trustees, 
acting under policies of general application, 
and the legal representative of such 
patron’s estate shall agree upon provided, 
however, that the financial condition of the 
cooperative will not be impaired thereby.

The board of trustees shall have the 
power, at its discretion, to retire the capital 
credits of any person who has ceased to be a 
patron of the cooperative.

The cooperative, before retiring any capital 
credited to any patron’s account, shall deduct 
therefrom any amount oweding by such 
patron to the cooperative. The right of the 
cooperative to set off capital credits against 
debts due the cooperative is superior and 
prior to the right of any creditor in and to 
such capital credits.

The patrons of the cooperative, by dealing 
with the cooperative, acknowledge that 
the terms and provisions of the articles of 
incorporation and bylaws shall constitute and 
be a contract between the cooperative and 
each patron. , and bBoth the cooperative and 
the patrons are bound by such contract, as 
fully as though each patron had individually 
signed a separate instrument containing such 
terms and provisions. The provisions of this 
article of the bylaws shall be called to the 
attention of each patron of the cooperative 
by posting in a conspicuous place made 
available to patrons on the cooperative’s 
website, as well as upon request at in the 
cooperative’s office. 

Voting on the bylaw change will 
take place at the annual meeting.


