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A BILL FOR

--~1 An Act relating toc the transfer of all, or substantially all, the

2 property or assets of a cooperative association by sale, other
3 disposition, or by merger.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 499.47A SALE OP OTHER .
DISPOSITION OF ASSETS IN REGULAR COURSE OF BUSINESS AND
MORTGAGE OR PLEDGE OF ASSETS.

The sale, lease, exchange, or other disposition of the
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property and assets of a cooperative association, when made 1in
the usual and regqular course of the business of the

cooperative association, and the mcrtgage or pledge of any cr
all of the property and assets of the cooperative association,

may be made upon such terms and conditions and for such
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consideration, which may consist in whole or in part of money
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or property, real or personal, including shares of any other

corporation or cooperative association, domestic or foreign,

o
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&s authorized by its board of directors; and 1n such case no

[
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authorization or consent of the members shall be required.
Sec. 2. NEW SECTION. 488.478B SALE COR OTHER DISPOSITION
OF ASSETS OTHER THAN IN REGULAR COURSE OF BUSINESS.
A saie, lease, exchange, or other disposition of all, or .

substantially all, the property and assets, with or without —
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the good will, of a cooperative association organized under

this chapter, if not made in the usual andéd regular ccurse of
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its business, may be made upon the terms and conditlons and
for such considerartion, which may consist in whole or in part
of money or property, real cor personal, including shares cf
any other cooperative association crganized under this

chapter, as may be authorized in the following manner:
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1. The board of directors shall adopt a resolution recom-
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mending the sale, lease, exchange, or other disposition and
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directing the submission thereof to a vote at a meeting of the
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membership, which may either be an annual or a special
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meering.
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2. Written or printed notice shal. be given to each member

of record entitlied to vote at the meeting within the time and

W
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in the manner provided in this chapter Zor the civing of
34 notice of meetings of members, and, whetner the meating be an .

35 annual or a special meeting, shall state that the purpose, or
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one of the purposes, of the meeting 1is to consider the
proposed sale, lease, exchange, or other disposition of
substantially all of the property and assets of the
cooperative association.

3. At the meeting the membership may authorize the sale,
lease, exchange, or other disposition and may fix, or may
authorize the board of directors to fix, any or all of the
terms and conditions thereof and the consideration to be re-
celved by the cooperative association. Such authorization
shall be approved if two-thirds of the members vote affirma-
tively on a ballot in which a majority of all voting members
participate.

4. After such authorization by a vote of members, the
board of directors nevertheless, in its discretion, may aban-
don the sale, lease, exchange, or other disposition of assets,
subject to the rights of third parties under any contracts re-
lating thereto, without further action or approval by the
members.,

Sec. 3. NEW SECTION. 4£99.47C SALE OR OTHER DISPOSITION
OF ASSETS IN EXCHANGE FOR COMMON STOCK.

In addition to the requirements of section 49%.47B, in any

case where a cooperative association issues its common stock
or membership, or subscriptions for common stock or member-
ship, or both, as a part or all of the consideration for the
sale, lease, exchange, or other disposition of all, or
substantially all, the property and assets of ancther
cooperative association, the issuance of such common stock or
membership, or subscriptions for common stock or membership,
or both, shall be authorized by the issuing cooperative
association in the following manner:

l. The board of directors shall adopt a resolution recom-

mending the issuance of the common stock or membership, or

subscriptions for common stock or membership, or both, and
directing the submission thereof to a vote at a meeting of the

membership, which may be either an annual or special meeting.
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2. Written or printed notice shall be given to each member .
of record entitled to vote at the meetihg within the time and
in the manner provided in this chapter for the giving of
notice of meetings to members, and, whether the meeting be an
annual or a special meeting, shall state that the purpose, or
one of the purposes of the meeting, is to consider the
proposed issuance of common stock or membership, or
subscriptions for common stock or membership, or both, as

cnsideration for all or a part of the property and assets of
the other cooperative association.

3. At the meeting the mempbership may authorize the issu-
ance and may fix, or may authorize the board of directors to
fix, any or all of the terms and conditions thereof and the

property and assets to be received as consideration. Such

authorization shall be approved if a majority of the voting
members present vote in the affirmative.

4. After such authorization by a vote of members, the .
board of directors nevertheless, in its discretion, may aban-
don the issuance, without further action or approval by the
members.

I1f a cooperative association, in connection with its acqui-
sition of property or assets ¢f another cocperative
association, agrees to sclicit common stock or membership, cor
subscriptions for common stock or membership to the members cf
the cooperative association selling such property or assets,
the agreement shall not itself constitute the issuance of
common stock or membership, or subscriptions for common stock
or membership as described in this section. This section
shall not apply to a merger as defined 1n section 499.61.

Sec. 4. Sectien 499.61, subsection i, Code 1987, is
amended to read as follows:

1. "Merger" means the uniting of twc or more co-operative
associations into one co-operative association, in such manner
that one of the merging associations retains its corporate .
existence and absorbs the others, which cease to exist as
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corporate entities. "Merger" doces not include the mece
acquisition, by purchase or otherwise, of the assets cf one

co-operative association by another, unless the acquisition

only becomes effective by the filing of articles of merger oy

the associations and the issuance of a certificate of merger

pursuant to sections 499.67 and 499.68.
EXPLANATION

This bill provides that a cooperative association may sell,

lease, exchange, or otherwise dispose of all or substantlalily
all its property or assets similarly to an investor-owned
corporation. The disposition, if not in the usual and or-
dinary course of business, must be approved by a majority of

the members eligible to vote in an officially noticed annual
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or special meeting of the cooperative association. Property

p~d
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sold or encumbered in the regular and usual course of business
is not subject to membership approval.

The bill also provides that a cooperative association that

16
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issues common stock or membership, or subscriptlons for its
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common stock or membership, or both, as consideration for the

o
o

acquisition of substantially all the property and assets of
another cooperative association, must have the issuance ap-
proved by at least a majority of its members present to vote.
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It finally provides that under certain conditions the term
"merger" includes the sale of assets by one cooperative asso-
ciation to another.
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A BILL FOR

An Bdct relating to the transfer of all, or substantially all, the

property or assets of a cooperative association by sale, other
disposition, or by merger.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 499.47A SALE OR OTHER
DISPOSITION OF ASSETS IN REGULAR COURSE OF BUSINESS AND
MORTGAGE OR PLEDGE QF ASSETS,

The sale, lease, exchange, or other disposition of all, or

substantially all, the property and assets of a cooperative
association, when made in the usual and regular course of the

business cof the ccoperative association, and the mortgage or

pledge of any or all of the property and assets of the
cocperative association, may be made upon such terms and
conditions and for such consideration, which may consist in
whole or in part of money or property, real or personal,
including shares of any other cooperative association,
domestic or foreign, as authorized by its board of directors;
and in such case no authorization or consent of the members
shall be required.

Sec. 2. NEW SECTION. 499.47B SALE OR OTHER DISPOSITION
QF ASSETS OTHER THAN IN REGULAR COURSE OF BUSINESS.

A sale, lease, exchange, or other disposition of all, or

substantially all, the property and assets, with or without
the good will, of a cooperative association organized under
this chapter, if not made in the usual and regqular course of
its business, may be made upon the terms and conditions and
for such consideration, which may consist in whole or in part
of money or property, real or personal, including shares of
any other cooperative association organized under this
chapter, as may be authorized in the following manner:

1. The board of directors shall adopt a resolution recom-
mending the sale, lease, exchange, or other disposition and
directing the submission therecf to a vote at a meeting of the
membership, which may either be an annual or a special
meeting.

2. Written or printed notice shall be given to each member
of record entitled to vote at the meeting within the time and
in the manner provided in this chapter for the giving of
notice of meetings of members, and, whether the meeting be an
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annual or a special meeting, shall state that the purpose, or

one of the purposes, cof the meeting is to consider the
proposed sale, lease, exchange, or other disposition of
substantially all of the property and assets of the
cooperative association.

3. At the meeting the membership may authorize the sale,
lease, exchange, or other dispesition and may £fix, or may
authorize the board of directors to fix, any or all of the
terms and conditions thereof and the consideration to be re-
ceived by the cooperative association. Such authorization
shall be approved if two-thirds of the members vote affirma-
tively on a ballot in which a majority of all voting members
participate.

4. After such authorization by a vote of members, the
board of directors nevertheless, in its discretion, may aban-
don the sale, lease, exchange, or other disposition of assets,
subject to the rights of third parties under any contracts re-
lating thereto, without further action or approval by the
members.

Sec. 3. NEW SECTION. 499.47C SALE OR OTHER DISPOSITION
OF ASSETS IN EXCHANGE FOR COMMON STOQCK.

In additien to the requirements of section 49%.47B, in any

case where a cooperative agssociation issues its common stock
or membership, or subscriptions for common stock or member-~
ship, or both, as a part or all of the consideration for the
sale, lease, exchange, or other disposition of all, or
substantially all, the property and assets of another
cooperative association, the issuance of such common stock or
membership, or subscriptions for common stock or membership,
or both, shall be authorized by the issuing cooperative
association in the following manner:

1. The board of directors shall adopt a resolution recom-
mending the issuance of the common stock or membership, or
subscriptions for common stock or membership, or both, and
directing the submission thereof to a vote at a meeting of the
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membership, which may be either an annual or special meeting. .

2. Written or printed notice shall be given to each member
of record entitled to vote at the meeting within the time and
in the manner provided in this chapter for the giving of
notice of meetings to members, and, whether the meeting be an
annual or a special meeting, shall state that the purpose, or
one of the purposes of the meeting, is to consider the
proposed issuance of common stock or membership, or
subscriptions for common stock or membership, or both, as
consideration for all or a part of the property and assets of
the other cooperative association.

3. At the meeting the membership may authorize the issu-
ance and may fix, or may authorize the board of directors to
fix, any or all of the terms and conditions thereof and the
property and assets to be received as consideration. Such
authorization shall be approved if a majority of the voting
members present vote in the affirmative.

4. After such authorization by a vote of members, the
board of directors nevertheless, in its discretion, may aban-
don the issuance, without further action or approval by the
members.

If a cooperative association, in connection with its acqui-
sitlion of property or assets of another cooperative
association, agrees to solicit common stock or membership, or
subscriptions for common stock ¢r membership to the members of
the cooperative association selling such property or assets,
the agreement shall not itself constitute the issuance of
common stock or membership, or subscriptions for common stock
or membership as described in this section. This section

-shall not apply to a merger as defined in section 499.61.

Sec. 4. Section 499.61, subsection 1, Code 1987, is
amended to read as follows:
1. "Merger" means the uniting of two or more co-operative

assoclations into one co-operative assoclation, in such manner
that one of the merging assoclations retains its corporate
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existence and absorbs the others, which cease to exist as
corporate entities. "Merger" does not include the mere
acquisition, by purchase or otherwise, of the assets of one
co—-operative association by another, unless the acquisition

only becomes effective by the filing of articles of merger by

the associations and the issuance of a certificate cf merger

pursuant to sections 499.67 and 499.68.

EXPLANATION

This bill provides that a cooperative association may sell,
lease, exchange, or otherwise dispose of all or substantially
all its property or assets similarly to an investor-owned
corporation. The disposition, if not in the usual and or-
dinary course of business, must be approved by a majority of
the members eligible to vote in an officially noticed annual
or special meeting of the cooperative association. Property
sold or encumbered in the regular and usual course of business
1s not subject to membership approval.,

The bill also provides that a cooperative association that
issues common stock or membership, or subscriptions for its
common stock or membership, or both, as consideration for the
acquisition of substantially all the property and assets of
ancther cooperative associaticon, must have the issuance ap-
proved by at least a majority of its members present to vote.

It finally provides that under certain conditions the term
"merger" includes the sale of assets by one cooperative asso-
ciation to another.
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