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A Bitt FOR

1 An Act relating to cooperative corporations, by providing for the

2 transfer of stock, the allocation of patronage dividends upon

L

termination of membership, and dissolution.
BE I7 ENACTED BY THE GENERAL ASSEMBLY OF “HE STATE OF )LCWA:
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amended to read as
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2. A nember nmay

| .

1 no: sell or otherwlse transfer

l.¢.

cki-ether-than vot;ng stociks-ta-any etkar-member-6¢ to any

S0 who-Ras-been-anproved-by-the-doard-for-membershzps;

ey
r‘\

cgkiest co-the-limrtacions-sn-the-artrclas-or-nyiavg-on-the

-

ameurc-of-ench-siagz-ef-atuck-chat-may-be owned-dy-one-nemper.

A member may be resiricied or limited

&
L rom Heiiing ok
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opherwisc transferving any other ciass of

cocperative as provided by the_QQQi?rﬁtivvzs a;pigies oi

incorperation Or bylaws Or an agreemeni exocutes between tne

—_— -

éyg_ind the member,

See. 2. Section 501.502, subsection 3, Code 1997. is
amended by striking the subsectlon and inserting 1in lieu
thereof the following:

5. In redeeming ailocated patronage refunds. including
refunds of nonstock patronage and preferred stock issued by
the cooperative as patronage refunds, the cooperative shall .
first redeem the allocated patrcrnage refunds issued Lo a
deceascd natural person and owned by the perscn at the time of
death.

Sec. 1., Section 501.604, Code 1997, 1s anencded to read as
follows:

501.604 DISSOLUTION.

The provisions of sections 490.1401 through 490.1440 shall
apply to ecoeperatives a cooperative in the same manner as they

apply to eorporatiens a corporation organized under chapter

490. However, notwithstanding any provision in those sections

to the contrary, upon the cooperative's dissolution, the

coopcrative's assets shall first be used to pay expensa:

necessary to carry out the dissoiution and liquidation of

asscts, then be used o pay the cocperative's obligations

other than the payment of natronage dividends or stock :iszsued

trona ; i n he remainder shail b aid 1 fthe
tronage duividends, and the remsinder shail be paid in the

manner seb Jovih in the cooperative's articles of
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incorporation,
EXPLANATTION

In 1996, the gerneral assembly enacted Senate File 2135
which provided for the organization of cooperative
corporations. This bill amends several of those provisions.

Code section 501.501 provides that a member may transfer
stock, other than voting stock, to any other member or to any
person who has beer approved by the board for membership,
subject to the limitations in the articles or bylaws., This
bill amends the provision to prohibit the member from
transterring voting stock. It also provides that a meiber may
be restricted or limited from selling or otherwise
transferring any other class of stock of the cooperative as
provided by the cooperative's articles of incorporation or
bylaws or an agreement executed between the cooperative and
the member.

Code section 501.502 provides for the termination of &
membership. The section requlres a cooperative Lo recdeem all
of the terminated member's allocated patronage refunds and
preferred stock originally issued as allocated pationage
refunds for the issue price. The ccooperative .s required to
make this payment within a certain period of time, usually one
year after the termination of the membership, unless the
terminated member's current equity equals or exceeds 2 percent
of the cooperative's total members' equlty. In that case, the
cooperative must redeem the terminated member's eguity
according to a schedule. This bill strikes those provis:ions
and provides that in redeeming allocated patronage refunds,
including refunds of nonstock patronage and preferred stock
1ssued by the cooperative as patronage refunés,; the
cooperative must first redeem the allocated patronage refunds
issued to a deceased natural person and owned by the person at
the time of death.

Code section 501.604 provides for the dissolutlion of a

cooperative. The section provides that the dissclution must

-2
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cirapter 430 do not appl
Specifically, the b:ill
dissolution, the coocper
pay expenses necessary
tiquidation of assots,

obligations other than
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provides that the previsions in Code
v in ceriain circumstances.

provides that upon tne cooperative's
ative's assels must first be used %o
to carry out the dilssclution and
then to pay the cooperative's

the payment of patronage dividends or

stock 1ssued as patronage dividends, and finelly, the
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SENATE FILE 292
3132

Amend Senate File 292 as follows:

1. Page 1, by striking lines 13 thrcugh 2> and
inserting the following:

"Sec. . Section 501.502, subsection 5, Code
1997, 1s amended to read as follows:

S. The cocperative shall redeem, without interest,
all of the terminated member's allocated patronage
refunds and preferred stock origlnally issued as
allocated patronage refunds for the issue prices as
follows: _—

a. A If a terminated member's current equity is
less than two percent of the cooperative's total
members' equity, the cooperative shall make-thtrse

1 payment eliher redeem the terminated member's eguit
pay eguity

within one year after the termination of the
membership or redeem the terminated member's eguity in
annual amounts of not less than twenty percent of the
total amount provided that the entlre amount must be
redeemed within five years after the termination of
the membership. Howevery-if
b. If a terminated member's current equity equals
or exceeds two percent of the cooperative's total
members’' equity, the cooperative shall redeem the
terminated member's equity in annual amcunts of not
less than fifteen percent of the total amount provided
that the entire amount must be redeemed within seven
years after the termination of the membership.”
By DERRYL McLAREN
JOHN P. KIBBIE
WILMER RENSINK

$-3132 FILED MARCH 17, 1997
ADOPTED
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Passed Senate, Date
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Vote: Ayes Nays Vote:
—p—————

A BiLL FOR

An Act relating to cooperative corperations, by providing for the

transfer of stock, the ailocation of patronage dividends upon
termination of membershiop, and dissolution.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 501.501; subsection 2, Code 1997, is
amended to read as follows:

2. A member may shali not sell or otherwlse tran
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follows:
501.6G4 DISSCLUTION.
The provisions of sections 490.1401 through 490.1440 shall

apply to eeeperadives & cooperatclve in the same manner as they

apply to ecerporations a corporation organized under chapter

430, However, notwithstanding any provision in those secticns

to the contrary, upon the cooperative'’s digsciution, th

cooperative's assets shail first be used to pay expenses

necessary to carry out the dissolution and liguidaticn of

assets, then be used to pay the cooperative's obligations

other than the payment of patronage dividends or stock issued

as patronage dividends, and the remainder shall be paid in the

manner set forth in che cooperative's articles of

incorperation.
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Approved
A BILL FOR

An Act relating to cooperative corporations, by providing for the

transfer of stock, the allocation of patronage dividends upon

termination of membership, and dissolution.
BE IT ENACTED BY THE GENERAL ASSEMBLY QOF THE STATE OF IQOWA:
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Section 1. Section 501.%01, subsection 2, Code 1997, is
amended to read as follows:

2. A member may shall not sell or otherwise transfer
stoekr-other-then voting stocks-te-any-other-member-o¢ to any
peern whe-has?been—approved-by-the—boaré—fer-memhershépT
subject-to-the-iimitations-in-the-articies-or-bytaws-on—the
emount-of-each-etass-af-stock-that-may-be-owned-by-one-menber.

A member may be restricted or limited from selling or

otherwise transferring any other class of stock of the

cooperative as provided by the cooperative's articles of

incorporation or bylaws or an agreement execu:ted between the

cooperative and the member.
Sec. 2. Section 501.502, subsection 5, Code 1997, 1is
amended by striking the subsection and inserting in lieu

thereof the following:

S. In redeeming allocated patrcnage refunds, including
refunds of nonstock patronage and preferred stock issued by
the cooperative as patronage refunds, the cooperative shall
first redeem the allocated patronage refunds issued to a
deceased natural person and owned by the person at the time of
death.

Sec. 3. Section 501.604, Code 1997, i1s amended to read as
follows:

50..604 DISSOLUTION.

The provisions of sections 490.1401 through 490.1440 shall
apply to coeperatives a cooperative in the same manner as they

apply to eerperations a corporation organized under chapter

490. However, notwithstanding any provision in those sections

to the contrary, upon the cooperative's dissoclution, the

cooperative's assets shall first be used to pay expenses

necessary to carry out the dissolution and liguidation of

assets, then be used to pay the cooperative's obligations

other than the payment of patronage dividends or stock issued

as patrcnage dividends, and the remainder shall be paid in the

manner set forth in the cooperative's articles of




incorporation.

EXPLANATION

In 1996, the general assembly enacted Senate File 2135
which provided for the organization of cooperative
corporations. This bill amends several of those provisions.

Code section 501.501 provides that a member may transfer
stock, other than voting stock, to any other member or to any
person who has been approved by the board for membership,
subject to the limitations 1n the articles or bylaws. This
bill amends the provision to prohibit the member from

transferring voting stock. It also provides that a member may
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be restricted or limited f£rom selling or otherwise
transferring any other class of stock of the cooperative as

provided by the cooperative's articles of incorporatidn or
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bylaws or an agreement executed between the cooperative and
the member.
Code section 501.502 provides for the termination of a
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membership. The section requires a cooperative to redeem all
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of the terminated member's allocated patronage refunds and
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preferred stock originally issued as allocated patronage
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refunds for the issue price. The cooperative is required to
make this payment within a certain period of time, usually one
year after the termination of the membership, unless the
terminated member's current equity equals or exceeds 2 percent

of the cooperative's total members' equity. In that case, the
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cooperative must redeem the terminated member's. equity
according to a schedule. This bill strikes those provisions
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and provides that in redeeming allocated patronage refuncs,
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including refunds of nonstock patronage and preferred stock
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Code section 501.604 provides for the dissoiution of a
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ccoperative. The section provicdes that the dissolution must
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proceed as if it were a corporation organized under Code
ctapter 490. This bill provides that the provisions in Code
chapter 490 do not appoly in certain circumstances.
Specifically, the bill provides that upon the cooperative's
dissolution, the cooperative's assets must first be used to
pay expenses necessary to carry out the dissclution and
iiquidation of assets, then to pay the cooperative's
obiigations other than the payment of patronage dividends or
stock issued as patronage dividends, and finally, the
remainder must be paid as provided in the cooperative's

articles of incorporation.
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SEWATE FILE 292

AN ACT
RELATIRG TO COOPERATIVE CORPORATIONS, BY PROVIDING FOR
THE TRANSFER Of STUCK, THE ALLOCATION OF PATRONAGH
DIVIDENDS UPON TERMINATION OF HEMBERSHIP, AND
D1SSOLUTION.

BE IT ENACTED BY THE GENERAL ASSEWBLY OF THE STATE QF IOWA:

Section 1. Section $01.501, subsection 2. Code 1997, is
amended to read as follows:

2.
steckr-ether-than voting stockF-te-any-other—member-or to any
persen uho—has-been~approved-hy-ehe-bonrd~£°r-mnabership7
subject-to—the-}imétak&ens—in—khe—artic}es-er-briana-on—the
aneunt—oi-each-e}ass-oé—atock-thab-may-be-ouned—by—one-member.
A member may be restricted or limited from selling ot
otherwise transferring any other clase _of stock of the

cooperative as provided by the cooperative's articles of

incorporation or bylaws or an agreement exccuted netween the

cooperative and the nembec.

el

Senate File 292, p. 2

Sec., 2. Sectlion 501.502, subsection 5, Code 1997, is
amended to read as follows:

5. The cooperative shall redeem, without interest, all of
the terminated member's allccated patronage refunds and
preferred stock originally issued as allocated patronage
refunds for the issue prices as follows:

a. A If a terminated member's cucrent equity is less than
two _percent of the cooperative's total members’ equity, the
cooperative shall make-this-payment cither redeem the
terminated member's eguity within one year after the
termination of the membership or tredeem the tecminated

member ‘s equity in annual amounts of not_ less than twenty

peccent of the total amount provided that the anticre amount

must be redeemed within Eive vears after the termination of
However;-¢§

b. If a terminated member's current equity equals ot
exceeds two percent of the cooperative's total members'
equity, the cooperative shall redeem the terminated member's
equity in annual amcunts of not less thao fifreen percent of
the total amount provided that the enkire amount must be
redeemed within seven years after the termination of the
membership.

Sec. 3. Section 501.604, Code 1937, is amended to read as
follows:

501.604 NISSOLUTION.

The provisions of sections 490.1401 through 490.1440 shall
apply to esoperatives s cooperative in the sare manner as they

apply to corperations a corporation organized under chapter
490. However, notwithstanding any provision in those sections
to the contratry, upon the cooperative's dissolution, the
cocperative's assets shall first be used to pay expenses
necessary to carry out the dissclution and ligquidation of
assets, then be used to pay the cooperative's obligations

other than the payrment of patronage dividends or stock isgued
as patronage dividends, and the remajnder shall be paid in the




Senate File 292, p. 3

manner set forth in the cooperative's articles of

incorporation.

MARY E. KRAMER
President of the Senate

RON J. CORBETT
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.

MARY PAT GUNDERSON
“) Secretary of the Senate
Approved ) :3 s 1987

TERRY E. BRANSTAD

Governor




