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• An Act relating to cooperative corporations, by providing for rhe 
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termination of membership, and dissolution. 
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S.F. 
"'? q? ,_, ., 

-'---'-' _""-_ " . r . 

l SPction ._. Sect-ion 501.501, 

2 amc:lded to read as follo<..-:s: 

.:::• ·'"'-~ ..... -
I- ;i~ 
~.t.t-~ 

subsection 7., Code 1997, is 

.1 2. P\ nember mt:ty s~_all _r~c~:~. :?t~ll or otherwise t;:·<.l~~st"er 

~ ~tockr· M~he~-than voting stoc~<7-tO-i~~y--o~~ter-me~ber-or to a~y 

S pr: r ~.>o~: whb ~ M~ ~-bee~-~ ~p!'"("Jvet1- 1"17- t: he- ;,oe !'d-E t-J t" -~e:?tbe r B hi-p-, 

S ' ne~b~r May "e rec-' ..-; -.'-"Q ( _. ""; :"1"1; lO('! '"--"':)' <...:>.;., i : . .,Q ,.-.,!· ~-: .''' ~>• '-_ '" _, .• _ _,._.__ .... C~t..:_'-_•_.:_•_~~-•J. '-'-' ... Lu .....• _._Llt.,._ .. '":..:.. 

9 9_~: her·.; i :SE_ t. ~ rH\S ~-~J r i n_g a i1 y 

l 0 c_C!_ope rat_~ ve __ as _2_rov i dcd bv 

:. •. d . b _ ~ ~~~£~~ ~-(:_:. -~-y-~ an -~t7 __::_:~~!..__e _ _:-. 

the cooperativt~:~ ~:Lic~es o[ 
-··- ... ' ----

executed betwec~ ttle 

13 Sec. 2. Seclion Slll.S02, subscccion 5, Code :997, 1s 

14 amer1ded by striki11g the subsectio~ a!ld ~nse:ting in lieu 

15 thereof the following: 

i 6 ') . ::: receer:1ing a~located patronac;e re~unds, ir.cl:Id:.ng 

17 re~unds of nor.stock patronage and preferred stoc~ issued by 

18 the cooperative as pa:ro11age refunds, the cooperati?e shall 

19 first rP<ieem the allocated patro:~age refunds iss~ed to a 

20 deceased nat::raJ person and owned by tl:e person at the 

21 decl ~ lo. 

of 

22 Sec. 3. Sec~.ion 501.604, Code 1997, is amer.ded lo read as 

23 follows: 

24 501.604 DISSOLUTION. 

25 The provisions of sections 490.1401 through 4~0.1440 s~all 

26 apply to eeope,.atives a coopez:ative in the same man:wr as they 

27 apply to eorl:wrati-e~s a corporatio_n organized under chapre~ 

28 490. HOvJever_( not\oithst~!:ding any proy1s1on in those sections 

29 to thecontrary, UJ20!1 the cooper"!_~ive's disso:utio::, ~he 

.10 .S:..'?.'?P~_rative's as_::;ets shal_l .. first: be use9 t~i.lV e~_pen_s(~s 

31 nec<>ssa~y to carry_out the disso;ution and liquidation o: 

32 asscts0_b<"~ be used ::o pay tr.e cooperative',s goLoacio:cs 

11 other t:.~an __ the o~y:ner,t of n_at ~-onage di yi.d~!lds or ~_toc:k i:~::.;u_~rl 

.·~4 a.:J o6::run~ce Civ:.de:-:ds, 
-·-· - ···------ -'·· - and tr.e remaincler sha.i..l. bP pa:..a .. __ i_::_r..~~ 

35 man~er set ~or~h ir1 the coopera_~_.i_y~_: s ~r~ icf __ e_:;_o_f 
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S.F. 2 qz_ H.F. 

l incorpora~_ion, 

2 EXPLANATION 

3 In 1996, the general assembly enacted Senate File 2135 

4 which provided for the organization of cooperative 

5 corporations. This bill amends several of those provisions. 

6 Code section 501.501 provides that a member may transfer 

7 stock, other than voting stock, to any other member or to any 

8 person \oJhO has beer. approved by the board for membersr.ip, 

9 subject to the .:.imitations in the articles or bylaws. This 

10 bill amends the provisior1 to prohibit the me~ber from 

ll transferring voting stock. It also provides that a meinlJer may 

12 be restricted or limite<! from sclltng oc otherwise 

13 tran~;(erring any other class of stock of the cooperative as 

:4 provided by the cooperative's articles of incorporation oc 

15 bylaws or an agreement executed between tlte cooperative ar1d 

16 the membE.• r. 

l7 Code section 501.502 provides for the ter~1inalioc: of 2 

18 membersltip. The section requires a cooperative to redeem all 

19 of tl:e termir1ated member's allocated patronage ref~nds ar••l 

20 preferred stock originally issued as alloca:ed pat:onage 

21 refur•ds for the 1ssue price. The coopera~ive .s required to 

22 make this payment v1i:hin a certain period o~ time, !lsuc::.ly o~p 

23 year after the termi~ation of the membership, unless the 

24 tertttizlated member's current equity equals or exceeds 2 pcrce:1t 

25 of ti1e cooperative's total members' equity. In thaL case, t.he 

26 cooperative must redeem the terminated member's equity 

27 acco~ding to a schedule. This bill strikes those provisiotlS 

28 and provides that in redeeming allocated patronage refunds, 

29 including refunds of nonstock pat,onage and preferred stock 

10 issued by the cooperative as patronage refuncs, the 

31 cooperative must first redeem the allocated patronage refunds 

32 issued to a deceased natural person and owned by the pe,son at 

33 the time of death. 

34 Code section 501.604 provides for the dissolution of a 

35 cooperative. The section provides that the dissolution must 

-2-



.r. 

1 proceed as if it we:e a corporatio~ ~rganized u11der Code 

2 chap~er 190. This bill provides ~!1at t~e provisions in Code 

3 cl1apter 4YO do not apply in certai11 circumstan~es. 

4 Specifically, the bill provide~ that upo~ tile cooperative's 

5 di.sso]t;tion, the cooperative 1 S asse~s ~ust first be tJsed to 

6 pay exper:ses necessary to carry o~t t~e dissolution and 

7 l:qu~dation of assets, then :o pay the cooperative's 

8 obligations other than the payment of pac~onage dividends or 

9 stock issued as patronage dividends, and finally, the 

10 remainder must be paid as provided in the cooperative's 

ll articles of incorporation. 
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SENATE CLIP SHEET MARCH 18, 1997 

SENATE FILE 292 
S-3132 

1 ~~end Senate File 292 as follows: 
2 l. Page l, by striking lines l3 through 2: and 
3 inserting the following: 
C "Sec. Section 501.502, subsection 5, Code 
5 1997, is amended to read as :allows: 
6 5. The cooperative shall redeem, without inte:est, 
7 acl of the terminated member's allocated patronage 
8 refunds and preferred stock orig1nally issued as 
9 allocated patronage refunds for the issue price~ as 

:o follows: 
ll a. A If a terminated member's current eauitv is 
12 less-than two percent of the coopera~ive's total 
13 members' equity, the cooperative shall ma~e-thie 
14 ~aymeMt either redeem the terminated member's eguity 
15 wit~in one year after the termination of the 
16 membership or redeem the terminated member's equity in 
l7 annual amounts of not less than twenty percent of the 
18 total amount provided that the Pntire amount must be 
19 redeemed with1n five years after the termination of 
20 the membership. Hewe~e~r-±f 
21 b. If a terminated member's current equity equals 
22 or exceeds two percent of the cooperative's total 
23 members' equity, the cooperative shall redeem the 
24 terminated member's equity in annual amounts of not 
25 less than fifteen percent of the total amount provided 
26 that the entire amount must be redeemed within seven 
27 years after the termination of the membership.'' 

S-3132 FILED MARCH 17, 1997 
ADOPTED 

(f'zV 

By DERRYL McLAREN 
JOHN P. KIBBlE 
WILMER RENSINK 
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H.?. 

1 Section 1. Section 501.501, subsection 2, Code i997, is 

2 amended to read as Eollows: 

3 2. A member m~y shall not se:l or otherwise transfer 

4 s~oe~7-e~her-tha~ vo~ing stocky-to-eny-eth~r-~eM~er-er co any 

5 nerson ~~o-ha~-~een-ec~ro~ecl-~~-th~-ben~rl-·fo~-M0m~~~~~i~T 
... L £::"' .. ~ 

8 A member ~av be oc. 
----------~--......... 

9 other.,.Jise transfe~r:~c; a~v ot~er c:ass of stock ~- tte ==.::...:_:__::-_:. -. ·--------=--=-==-===_.;;-=-.-=-.::.::=.:_::.::_ 
lO ccooerative as o~ovided bv the cocoerat:i~e's 2:t~c:es c~ 

~-----· .......__ ______ ·-----~-- --- -

ir~corocratlon c: 

Sec. 2. Secticn 501.502; suOs~ction ~- s s 7 :_ s 
,. -, ,._,._ ~- .·.-,·.·_;_·.::;--. ,--~ , .. •., '-·· .. .:....~: , -- .---.•·c. -.-:. 

:4 amended to rea~ as ~c~~c·~s: 
'·"'·-··~--"•:~=-=-..:·,-::.--.· ....:... ' . ...=.:o·=r::-.=--" --~,· .. ......:,; .. ~--· 

~ 0 .=: ..• -• .!. .-• 

• _ 6 ~ c-.--:,.,,. __ =:.'-,.? •• _: 'J~•··-,-:-·:!'v ..... -~ 
~ - _, - - ._ L ~ ~ -'_'. '-· -' '"" 

. 0 

---------- ----- - :....:...::....::._ __ ._. :-:_ .... ·,_·,··.~·i .• -.-~~--:-~.-_a··.---.-,·-.-:;·T..-.-'£:;--?~- ,-s. ·--~~--- --; --- -...... , ..... -~ ,_ .......... ~' --- -:_:_-__:~:_c:·-=--'c:--:_':...:::_";' •• ·.v .. ; • .;..:: '--';~--
... ~-~~-·7:...·. ·--=-~----~·;...··- ... - . - ·-

23 ~~~~~~at1or of t~2 x2~~e:2~ip c~ 
... - -~ .. -----.::-::::·::--::....--:-.:;:..--:·-::--:······- -·--- :, ---· ._. -:""...:." .. . · .. ·:;~-.:~·--- - ~-":~= 

21.; .Toe:t:Oe:-'s 0cu~tv ::-r Z:t:·:~...=:-~ -:=~-::c~~r:::.s /..~:. ;~;.:;_ -~2ss .::-:a::: ..:·-·.'&r:.,:v 
___ _____...._ --- -- .,.__ -------·-- . - .. ,¥ _____ _ ·- ·---: -~---=..- ---=-:::-·"":" -- ------ :.;-.::· ;- -"r:":":"7:: c.:'.-:-.-.::-:=:-:-:-;:·: . ._. __ ::...' .::..:.:::.-:.. ":":-: ·:.·c.-.·--::.·.-::.· . ..:....:----

25 -~ercerlt ~E the to~al a~c~~: nrov~deci t~at t~e e~:ir2 ~~cun~ 

26 

27 

28 

29 

. - - - . -----~--- -----------------

=c:tc:: t;z ·n ::z:~:::-.o.~:""l:::Z .... T"·m ~..,_,... ~-;= . , 
_b_. ___ :_· _E a ter::~:. :L:?l: ec me:il.':>e ~ · s c:..: ~:: e:-: ~ ~c:;u i;: 'i eq1.12: s o:: 

-=:.::.::--- -·- ::-r.lt~'...... -==--~·;..,_._:::.,'.;. :.;...-.~..,·==~=-=-.;.. ... -.·~~-~---~~-::::;_;_ --·-: ~.::-:-.:~-.--:' ,; .":"·.-:-.:.:.-;-.·_-,:;.:·.-.-::.:. _. .. ··::..:._;.=::.::; 

-~~~-~<L~.-~ .. ~. pe:~~~S, .. ..,~;~.,.:_~~~.,S-S.~S.::!.~~-~-;~:-~~~-:,.~.}.<7~~-al .:~~-:~!:$..~~~ 
30 ecuitv, t~e coooera:iv2 snall redeem :he term~na~ed :ne~ber 1 S 

.... _.t ... :::a!!!:a:::C=m:zo:::::m:::;; e:::c::· . •= ............. :; ... :c .•• -"'·=-~-'"'-""-...-"""~"',_.--=·==~--=--~-'---=->~•"'--""'""·"~.. -~ 

31 equi~y ~~ annua: a~ounts of not less chan fifteen oe:ce~t o~ 
~~~~ ~-=~.:;::-..:r:·::-=-:--.-::-::n=:"""..::..--e-..:...~-~-n.·.~~--"!::~=-=-~~,.,,;_.~.::.=:.-"-.:.:.....r...'-..:...:'<0::~'""'· .... ~--=:l 

32 the ~otal amount provided tjat the entire amou~t r1us~ be 
.-.. -- ::::::=: ==n-·-- --:en=·· z· -~~_,.~~--=-:..:: -=- -----·· •r-n 

33 redeemed within seven years a~ter ~he terminac~on of :he 

34 membershil~· 

35 Sec. 3 Section 501.604, Code :997, is amended to read as 

-l-
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H.F. 

1 follows: 

2 501.604 DISSOLUTION. 

3 The provisions of sections 490.1401 through 490.1440 shall 

4 apply to eeoperetiwes a cooperat1ve in the same manner as they 

5 apply to eorpofetio~s a corporat:on organized ':nder chapter 

6 490. Hmvever, notvli thstanding any provision in _those sectio'ls 

7 to the contrary, ·.:oon tj,e coooerao:;ive's dissc:u~~on, ~he 

8 coooerative's assets shall first be used to_~ expe~ses 

9 necessary to car~y out the dissolution and liauidation of 

lO assets, then be used to pay the CO£Perative's obligat:ons 

11 other than the payment of patronage dividends or stock issued 

12 as patronage dividends, and the remainder shall oe oaid in the 

13 manner set forth in che coooerative's articles of 

14 incorooration. 
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Passed Senate, Date 

Vote: Ayes ------ Nays 

Approved 

A BILL FOR 

SENATE 
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FILE,..., r --

BY (PROPOSED CO~~ITTEE ON 

AGRICULTURE BILL BY 

CHAIRPERSON RENSINK) 

~~~~ded BY. 
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Passed House, Date __________ __ 

Vote: Ayes Nays 

1 An Act re1ati~g to cooperative corporations, by providing for the 

t:anster oE stock, the allocation of patronage dividends upon 

termination of membership, and d:sso1ution. 
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S.F. F..F. 

1 Section l. Section 501.501, subsection 2, Code 1997, is 

2 amended to read as follows: 

3 2. A member ~ay shall not sell or otherwise transfer 

4 stee~,-et~e~-t~e~ voting stock,-to-e~y-other-membe~-e~ to any 

5 person who-has-been-app~oved-by-t~e-board-fer-membe~sh~p, 

6 sMbjeet-to-the-i~mitet~ons-in-the-a~tietes-e~-byiaws-on-the 

7 ame~~t-ef-eae~-eiess-of-stoek-thet-mey-be-owned-by-one-membe~. 

8 A member may be restricted or limited from selling or 

9 otherwise transferring any other class of stock of the 
10 coo2erative as 2rovided by the coo2erative's articles of 

11 incorporation.or bylaws or an asreement executed between 

12 cooEerative and the member. 

13 Sec. 2 • Section 501.502, subsection 5, Code 1997, is 

14 amended by striking the subsection and inserting in lieu 

15 thereof the following: 

the 

16 5. In redeeming allocated patronage refunds, including 

17 refunds of nonstock patronage and preferred stock issued by 

18 the cooperative as patronage refunds, the cooperative shall 

19 first redeem the allocated patronage refunds issued to a 

20 deceased natural person and owned by the person at the time of 
21 death. 

22 Sec. 3. Section 501.604, Code 1997, is amended to read as 

23 follows: 

24 501.604 DISSOLUTION. 

25 The provisions of sections 490.1401 through 490.1440 shall 

26 apply to eoeperat~ves a coo2erative in the sa~~ manner as they 

27 apply to eorporations a corporation organized under chapter 

28 490. However, notwithstanding any provision in those sections 

29 to the contrary, uoon the cooperative's dissolution, the 

30 coooerative's assets shall first be used to oay expenses 

31 necessary to carry o~t the dissolution and liquidation of 

32 assets, then be used to oay the coo2erative's obligations 

33 other tr.an tr.e oayment of 2atrona9e dividends or stock issued 

34 as oacronage dividends, and the remainder shall be paid in the 

35 manner set for~r. in the cooperative's articles of 

-1-
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S.F. u t:' .. .. -. 

1 incorooration. 

2 EXPLANATION 

3 In 1996, the general assembly enacted Senate File 2135 

4 which provided for the organization of cooperative 

5 corporations. This bill amends several of those provisions. 

6 code section 501.501 provides that a member may transfer 

7 stock, other than voting stock, to any other member or to any 

8 person who has been approved by the board for membership, 

9 subject to the limitations in the articles or bylaws. This 

10 bill amends the provision to prohibit the member from 

11 transferring voting stock. It also provides that a member may 

12 be restricted or limited Erom selling or ot~erwise 

13 transferring any other class of stock of the cooperative as 

14 provided by the cooperative's articles of incorporation or 

15 bylaws or an agreement executed between the cooperative and 

16 the member . 

17 Code sec:ion 501.502 provides for the termination of a 

18 membership. The section requires a cooperative to redeem all 

19 of the terminated member's allocated patronage refunds and 

20 preferred stock originally issued as allocated patronage 

21 refunds for the issue price. The cooperative is required to 

22 make this payment within a certain period of time, usually one 

23 year after the termination of the membership, unless the 

24 terminated member's current equity equals or exceeds 2 percent 

25 of the cooperative's total members' equity. In that case, the 

26 cooperative must redeem the terminated member's_ equity 

27 according to a schedule. This bill strikes those provisions 

28 and provides that in redeeming allocated patronage refunds, 

29 including refunds of nonstock patronage and preferred stock 

30 issued by the cooperative as patronage refunds, the 

31 cooperative must first redeem the allocated patronage refunds 

32 issued to a deceased natural person and owned by the person at 

33 the :ime of death. 

34 Code sec:ion 501.604 provides for the disso:ution of a 

35 ccoperative. The section provides that the dissolution must 

-2-



S.F. H.F. 

1 proceed as if it were a corporation organized under Code 

2 cr.apter 490. This bill provides that the provisions in Code 

3 chapter 490 do not apply in certain circumstances. 

4 Specifically, the bill provides that upon the cooperative's 

5 dissolution, the cooperative's assets must first be used to 

6 pay expenses necessary to carry out the dissolution and 

7 liquidation of assets, then to pay the cooperative's 

8 obligations other than the payffient of patronage dividends or 

9 stock issued as patronage dividends, and finally, the 

10 remainder must be paid as provided in the cooperative's 
11 articles of incorporation. 
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SENATE fli,E: 292 

AN AC'I' 

RELATU~G '1'0 COOPERA'"l'lVE CORPORA'l'lONS, BY PROVIDING fOR 

'I'!tE TRANSfER Of S'TCCK, THf. ALLOCATION Of PA'TRONAGf-: 

DIVIDENDS UPON 'I'i:RMINA'TIOH 01-' HHXI3F.RSHIP, AND 

DISSOLUTION. 

BE IT ENACTED S'i 'I"IIC GBlfER.t.L ASSEMBLY OF 'l'Hf. S'l'AT& 01:' IOWA: 

Section 1. Snction 501.501, subsection 2, Code 1997, is 

a~ended to read as followsl 
2. A membet· ~ay '!:~~~.1 __ ~.2.!. sell or otherwise t:t·ansfer 

~toek;-cther-~ban votin~ stoc~ 7 -~o-any-otber-~~~b~r-o1" to any 

person ~ho-ba~-b~en-e:pproved-by-the-bonrd-Ecr-m~Mh~r~hip7 
~ub;eet-to-tne-tiMit.ation~-in-tbe-artiele~-or-byl~•~-cn-the 
e:r:cu n t -c f -ee:eh- ele: s~ -of-~~ oek- that -1'1!.1!1)' -b e-cwl'le6-by-ol'le -l!'.er~~be r • 

A me;nb~c ma~_rest!.l9~.~-9:!..__~i.~.!..!-~L~.~om selling__££ 

2_therwl.!!.e t~ansf~.£!lmL<!.!!Y.._.f!thcf.....£!2:~stoc~LthP. 
££.2.2.!.!ative as prcv.!.~~-~h-~Q'?.~f~~i.cle~~. 
~~~tlon Ot bylaws.?..!..-!...~. ~9~!\_!_f!XCcutcd bP.tween the 

coopgrauve ar.d th~ r.'lerr,ber....!. 

• 
Senate File 292, p. 2 

Sec. 2. Section 501.502, subsectionS, Code 1997, ls 

amended to read as follows: 

f/1 

5. The cooperative shall redeem, ·.dt.hout interest, all of 

t~e terminated member's allocated patronage refunds and 
preferred atock originally ioaucd as allocated patronaqc 

refunds for the issue pri.ce; !!~ follows: 
~ A lf __ a terminated memb_er 's curren_t eqQ_!_!:_1_..!..!.__!~~s tha.!!_ 

twQ_percent of the cooperative's total memb~~-~! .... tht? 

cooperative !Jhall l'flake-thh-payl'l'ler\t either _!~_the 

~-e_nni.nated mef!!.ber' s ~~ within one year after the 

termination of the membership or redeem th~ ternino1te<! 

111ember'a equity in annual art'0\1£1tS of not les!! __ than _t_!lentj' 
percent of the total amount provided that the entire arnou_!l! 

oust be redeemed __ within Eive years aft~r the tet~inat ion of_ 

~he membet~~...!R· Uoweverl"-H 
~__!!a terminated member'& current equity equalG ot 

exceeds two percent oE the cooperative's total mc~bcrB' 
equity, the cooperative shall redP.em the terminated rr.ernber' !i 

equity in annual amountg of not less than fifteen percent of 

the total amount provided that the entire amount must be 

redeencd within seven years aft.~£__the tcrmino!..i_on of the 

~~er~!!!..12· 
Sec. 3. Section ~01.604, Code 1997, is amended to read an 

follows: 

501.604 DISSOLUTION. 

The provisions of sections 490.1401 throuqh 490.1440 shall 

a.(lply to eoopet"e:ti¥1!'!~ & cooperative in the sar,.e Manner as they 

apply to eo1"porat:i:on~ a corporation organized undet chapter 

490. Ho· ... evPr, notowithstanding any provision in those sections 

~~~e contra;.~.!' the cooperative'$ dissolution,,_ the 

coopcr~~-~!'>.sets shall first be used to £...l!X..~pensea 

ncCPSSlH'/ to carry out thfl_dis!!.clut1on and liquidation of 

assPts, thei!_J!.!!__ll_sed to P~.Y. .. ~he cooperative's obligatio.~~ 

other th.ln the payrr.ent .9f patronage dividends or stod: issue'! 

a!~ ~-~!onaqe divi_dC!Q~cl_!!~- the~~~E shal~ -~~ .. .£!!.....4.._Ul . ...!!:!£ 

(/l , 
l\) 

"' "' 



Senate File 292, p. 3 

manner set forth in the cooperative's articles of 
incorporation. 

MARY E. KRAMER 

President of the Senate 

RON J. CORBE':'T 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 292, Seventy-seventh General Assembly. 

TERRY E. BRANSTAD 

Governor 

' 1997 

MARY PAT GUNDERSON 

Secretary of the Senate 
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