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1 An Act relating to cooperatives organized under Code chapter 501,
2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
3
4
6
SENATE FILE 2404
S-5178
1 Amend Senate File 2404 as follows:
2 1. Page 4, by striking lines 6 through 11 and
3 inserting the following:
4 "c. The cooperative does not, either directly or
5 indirectly, acquire or otherwise obtain or lease (ﬂ
6 agricultural land, if the total agricultural land .
7 either directly or indirectly owned or leased by the }1
8 cooperative would then exceed six hundred forty
9 acres." ra
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Section 1. Section 501.101i, subsection 1, Code 1887, 1is
amended to reaé¢ as follows:

1. "Articles" means the cooperative's articles of
tmeorporatton association.

Sec. 2. Section 501.101, subsection 2, paragraph b, Code

1997, 1s amended to read as follows:
b. An-imdrvidual-or-generai-partrership-that A person who

owns at least one hundred fifty acres of agricultural land and

receives as rent a share of the crops or the animals ralsed on
the land if these-crope-or-anitmats-are-a-signrficant-component

of-the-cooperativels-pusinesa-operatiens that person is a

natural person or a general partnership as organized under

chapter 486 in which all partners are natural persons.
Sec. 3. Section 501.101, subsection 4, Ceode 1997, is

amended to read as follows:
4. "Cooperative" means a cooperative ceorporatien

association organized under this chapter or converted to this

chapter pursuant to section 501.601.

Sec. 4. Section 501.101, subsection 6. Code 1997, is
amended by adding the following new paragraph:

NEW PARAGRAPH. «c¢. A general partnership as organized

under chapter 486 in which all the partners are natural
persons actively engaged in farming as provided in section
9H.1.

Sec. 5. Section 501.101, subsections 7 through 5, Code
1897, are amended tc read as follows:

7. "Member" means a person who owns a voting steek
interest in a cooperative.

8. ‘UShareheider# "Interest holder” means a person who owns

atock an interest in a cooperative, whether or not thai steek

interest has voting rights.

9. "Voting stock interest” means ateek an interest in &

cooperative that has voting rights.
Sec. 6. Section 501.101, Code 1997, is amended by adcing
the following new subsections:
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NEW SUBSECTJON. 6A. "Interest" means a voting lnigrest

other interest 1In a cooperative as described in the
cooperative's articles of assoclation.
NEW SUBSECTION. 7A. "Membership" means the interest

established by a member owning a voting interest.

Sec. 7. Section 501.102, subsection 2, Code 1997, is
amended to read as follows:

2. Unless its articles provide otherwise, a cooperative
nas perpetual duration and succession in its eorporate

cooperative name and has the same powers as an iadividual to

do all things necessary Or convenient to carry out its
business and affairs, i1ncluding, without-iimitatieon;-aii-ef
the-powvers-enumerated-in-sections-4990-392-and-496<-363 but not
limited to, all of the following:

a. Sue and be sued, complain, and defend in its name.

b. Have a seal, which may be altered at will, and use 1it,

or a facsimile of it, by impressing or affixing it or in any

other manner reproducing it,

c. Make and amend bylaws, not inconsistent with its

articles of association or with the laws of this state, for

managing the business and regqulating the affairs of the

cooperative.

d. Purchase, receive, lease, or otherwise acquire. and

own, hold, improve, use, and otherwise deal with, real or

personal property, or any legal or equitable interest in

property, wherever located.

e. Sell, convey, mortgage, pledge, lease, exchange, and

otherwise dispose of all or any part of its property.

f. Purchase, receive, subscribe for, or otherwise acguire,

own, hold, vote, use, sell, mortgage, lend, pledge, or

otherwise dispose of, and deal in and with shares or other

interests in, or obligations of, any other entity.

g. Make contracts and guarantees, incur liabilivies,

borrow money, igsue its notes, bonds, and other obligations,

which may be convertible into or include the option to

-2~
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se _ciher interescs of e, and secure any of
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a \
ts obligations by mortgage or piedoge of any of 1ts property,

franchises, or income.

h. Lend money, invest and reinvest its funds, and receive

and hold real and personal properiy as securiiy Lor repayment.

i. Be a prcmoter, partner, member, associate, or manager

of any partnership, joint venture, trust, or other entity.

s

3. Conduct its business, locate offices, and exercise the

powers granted by this chapter within or without this state.

k. Elect directors and appeint officers, employees, and

agents of the cooperative, define their duties, fix their

compensation, and lend them money and credit.

1. Pay pensions and establish pensicon plansg, pensiocon
trusts, profit-sharing olans, bonus plans, and benefit or

incentive plans for any or all of its current or former

directors, officers, employees, and agents,

m. Make donations for the public welfare or for

charitable, scientific, or educational purposes.

n. Transact any lawful business that will aid governmenta:l

policy.
0. Make payments or donations, or do any other act, not

inconsistent with law, that furthers the business and affairs

of the cooperative.
Sec. 8. Section 501.103, subsections 1, 2, and 5, Code

Supplement 1397, are amended t¢c read as follows:

1. Notwithstanding secticon 9H.4, any person or entity,
subject to the limitations set forth in section 501.30%, and
subject to the cooperative's articles and bylaws, is permitted
to own steck interests, including voting stsek interests, in a
cooperative.

2. Notwithstanding section SH.4, a cooperative may,
directly or indirectly, acquire or otherwise obtain or lease
agricultural land in this state, for as long as the

cooperative continues tc meet the following raguirements:

a. farming entitles cwn sixty percent of the sroeh
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interests and are eligible to cast sixty percen. of .r2 volu¢s
at member meetings.

b. Authorized persons own at least seventy-five percent of
the steck interests and are eligible to cast at least seventy-
five percent of the votes at member meetings.

c. The cooperative does not, elther directly or
indirectly, acquire or otherwise obtain or lease agricultural
landy-+f-the-torai-agriculeurat-tand-erther-drrectiy-eor
tndirectiy-owned-or-teased-by-the-cooperative-woutd-then

exceed-six-nundred-forey in this state in excess of one

thousand five hundred acres.

5. In the event of a transfer of steek an interest in a

cooperative by operation of law as a result of death, divorce,

pankruptcy, or pursuant to a security interest, the
cooperative may disregard the transfer for purposes of
determining compliance with subsection 2 for a period of two
years after the transfer,

Sec. 9. Section 501.105, subsection 2, Code 1997, 1S
amended to read as follows:

2. Articles must be signed by all of the rneerporaters
organizers; and all other documents filed with the secretary
of state must be signed by one of the cooperative's officers.
The printed name and capacity of each signatory must appear in
proximity to the signatory's signature. The secretary of
state may accept a document containing a copy ¢of the
signature, A document is not required to contain a ecorporace
seal, an acknowledgment, or a verification.

Sec. 10. Section 501.106, subsection 2, unnumbered
paragraph 1, Code 1987, is amended to read as follows:

A corporatien cooperative may change its registered cffice

or registered agent by delivering to the secretary of state
for filing a statement of change that sets fortn ail of the
following:

Sec. l1. Section 501.106, Code 18%7, is amended by adding

the foilowing new subsections:
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NEW SUBSICTION. 5, &. A reglistered agoni Way recign fag

agent's agency agpeiniment by signing and delivering o (he

[

secretary of state for 7iling the signad original statement of
resignation. The statement may inciude a statement Lhat the
registered office is also discontinued. The registered agent
shall send a copy of the statement of resignation by certified
mail to the ccoperative at its principal office and to the
registered office, if not discontinued. The registered agent
shall certify to the secretary of state that the copies have
been sent to the cooperative, including the date the’ copies
were sent.

b. The agency appeointment is terminated, and the
registered office discontinued if so provided, on the date on
which the statement was filed.

NEW SUBSECTION. 6. a. A cooperative's registered agent

is the cooperative's agent for service of process, notice, or
demand required or permitted by law to be served on the
cooperative,

. If a cooperative has no registered agent, or the agent
cannot with reasocnable diligence be served, the cooperative
may be served by registered or certified mail, return receipt
requested, addressed to the secretary of the cooperative at
its principal office. 3Service is perfected under this
paragraph at the earliest of any of the followlng:

(1) The date that the cooperative receives the mail.

{2} The date shown on the return receipt, if signed on
behalf of the cooperative.

{3} Five days after its deposit in the United States ma:il,
as evidenced by the pestmark, if mailed postpaid and correctly
addressed.

c. A cooperative may be served pursuant to this section or
as provided in cther provisions of this chapter, unless the
manner of service is ctherwise specifically previded for by

statute.

Sec. 1Z., Sectlion 501,202, subsection i, pacragragh &, Code
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18687, is amended to read as follows:

a. The name, address, and occupation of each tneerperater
organizer.

Sec. 13. Section 501.202, subsection 2, paragraph d, Code
1997, is amended to read as follows:

d. The classes of stsek interests and the authorized
number of shares interests of each class.

Sec. 14, Section 501.306, Code 1997, is amended to read as
follows:

501.306 NUMBER OF VOTES.

A person who 1s a member or-sharehoilder shall not own more
than one membership or-share-of-voting-steck. The person
shall be entitled to cast not more than one vote regarding any
matter in which a vote is conducted, including any matter
subject to a vote during a cooperative meeting.

Sec. 15. Section 501.403, subsection 2, paragraph e, Code
1997, is amended to read as follows:

e. Action required or permitted by this chapter to be
taken at a board meeting may be taken without a meeting i1f the
action is taken by all members of the board. The action must
be evidenced by one or more written consents describing the
action taken, signed by each director, and included in the

minutes or filed with the corporate cooperative's records

reflecting the action taken. Action taken under this section
is effective when the last director signs the consent, unless
the consent specifies a different effective date, A& consent
signed under this section has the effect of z meeting vote and
may be described as such in any document,

Sec. 16, Section 501.403, subsection 3, Code 18597, 1is
amended to read as follows:

3. A director may waive any notice reguired by this
chapter, the articles, or the bylaws before or aiter the date
and time stated In the notice. The waiver must pe in writlng,
s:gnec by the director entitled to the notice, and filed with

tne minutes or eerporare records of the cocperative. &

_6....
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director's attendance at ov participation in a meeling walves
any required notice to that directer of the meeting uniess the
director at the beginning of the meeting or promptly upon the
directer's arrival objects to holding the meeting or
transacting business at the meeting and does not thereafter
vote for or assent to action taken at the meeting.

Sec. 17. Section 501.404, subsection 1., paragraph b, Code
Supplement 1597, is amended to read as follows:

b. The material facts of the transaction and the
director's interest were disclosed or known to the
sharehotders members entitled to vote and they authorized,
approved, or ratified the transaction. For purposes of this
paragraph, a conflict of interest transaction 1is authorized,
approved, or ratified if it receives a majority of the votes
entitled to be counted under this paragraph. Shares Voting
interests owned by or voted under the control of a director
who has a direct or indirect interest in the transaction, and

shares voting interests owned by or voted under the control of

an entity described in subsection 2, paragraph "a”, shall not
be counted in a vote of members to determine whether to
authorize, approve, or ratify a conflict of interest
transaction under this paragraph. The vote of those snares

voting interests, however, is counted in determining whether

the transaction is approved under other sections of this
chapter. A majority of the votes, whether or not the
sharehotdera members are present, that are entitled to be
counted in a vcte on the transaction under this paragraph
constitutes a quorum for the purpose of taking action under
this paragrapbh.

Sec. 18. Section 501.407, unnumbered paragraph 1, Code
1997, is amended to read as follows:

The articles may contain a provision eliminating or
limiting the persconal liability cf a director, cfficer, or

smarenolder interest holder of the cocperative for monetary

damages fcr treach of a fiduciery duty as a director, officer,

_’7_
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or sharehelder interest holder, provided that the provision

does not eliminate or limit liability for any of the
following:

Sec. 19. Section 501.407, subsections 1 and 3, Code 1997
are amended to read as follows:

1. & breach of the duty of loyalty to the cooperative or
1ts sharehotders interest holders.

3. & transaction from which the director, officer, or

sharehotder interest holder derives an improper personal

benefit.
PART B
INDEMNIFICATION
Sec, 20. NEW SECTION. ©501.411 DEFINITIONS.

As used in this part, unless the context otherwise
requlres:

1. "Cooperative"” includes any domestic or foreign
predecessor entity of a cooperative in a merger or other
transaction in which the predecessor‘s existence ceased upon
consummation of the transaction.

2, "Director"™ means an individual who is or was a direct
of a cooperative or an individual who, while a directcr of a
cooperative, 1s or was serving at the cooperative's request
a director, officer, partner, trustee, emplcyee, or agent of
another foreign or domestic cooperative, corporation,
partnership, jolnt venture, trust, employee benefit plan, or
other enterprise. & director is considered to be serving an
emplovee benefit plan at the cooperative’s request if the
director's duties to the cooperative also impose dutles on,
otherwise involve services by, that director to the plan or
participants in or beneficiaries of the plan. “Director”
includes, unless the context requires ctherwise, the estate
personal representative of a director.

3. "Expenses" 1include counsel fees.

4. "Liability" means the obligatlon to pay a judgment,

setilement, penalty, fine, including an excise tax assessed

-8~
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E 7 expenses incurved wiln re2spect L0 & procesding.

i, 3 5. “Offigial capaciiy" means:

;? 4 a. Whep uced with respect to & director, the office of

; S director in a cooperative.

{, 6 L. when used wiih respect 10 an individuai oiher thar &
i 7 director. ac¢ coniempiated in section 501.437, the of ffice in 2
;
f 8 ccoperative held by the officer or the employment or agency
i‘ ¢ relaticnship undertaken by the employee or agent on behzli of
" 10 the cooperative.
: 11 "Cfficlal capacity® does not inclucde service for any other

i 12 foreign or demestic cooperative or any corporation,

i” 13 partnership, Jjeocint venture, trust, employee benefit plan, or

% 14 other enterprise, !
SF" 15 6. "Party" includes an individual who was, is, or 1is :
zi;g 16 threat=ned tc be made z named defendant or respondent in a |
%%f 17 proceeding.
Y¥E 218 7. “"Proceeding” means any threatened, pending, or

19 completed action, suit, or proceeding, whether civil,

20 crimin=l, administrative, or investigative and whether formal

uf

21 or informal.

el £ 2

i 22 Sec. 21. NEW SECTION. 501.412 AUTHORITY TO INDEMNIFY.
E 23 1. Except as provided in subsection 4, a cooperative may

iy 24 1ndemnify an individual made a party to a proceeding because

E 25 the individual is or was a director against liability incurrec
é' 26 in the proceeding if all of the fcllowing apply:

gl 27 a. The individual acted in good faith.

%f 28 b. The individual reascnably believed either of the

;; 2% following:

% 30 {1} In the case of ceonduct in the indivicdual's officiail
. 3} capacityv with the ccooperative, that the individual's conduct
§§: 32 was in the cooperative's best interest

33 {2 In ail other gases, that the i

34 at liesast not opposel tc the Cooperativ

TR

35 C. In the case ©f any criminal proceziing,
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had no reasonable cause to believe the individual’'s vonduct
was unlawful.

2. A director's conduct with respect to an employee
benefit plan for a purpose the director reasonably believed to
be in the interests of the participants in and beneficiaries
ot the plan 1s conduct that satisfies the requirement of
subsection 1, paragraph "b", subparagraph (2;}.

3. The termination of a proceeding by judgment, order,
settlement, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the
director did not meet the standard of conduct described in
this section.

4. A cooperative shall not indemnify a director under this
section in either of the following circumstances:

a. 1In connection with a proceeding by or in the right of
the cooperative in which the director was adjudged liable to
the cooperative.

b. In connection with any other proceeding charging
improper personal penefit to the director, whether or not
involving action in the director's official capacity, in which
the director was adjudged liable on the basis that personal
benefit was improperly received by the director.

5. Indemnification permitted under this section in
connection with a proceeding by or in the right of the
cooperative is limited to reasonable expenses incurred in
connection with the proceeding.

Sec. 22. NEW SECTICN. 501.413 MANDATORY INDEMNIFICATION.

Unless limited by its articles of association, a
cooperative shall indemnify a director who was wholly
successful, on the merits or otherwise, in the defanse of any
proceeding to which the director was a party b:izause the
director is or was a director of the cooperativz against
reasonable expensces incurred by the director in connect:on
wlth the proceeding.

Sec. 23. NEW SECTION. 501.414 ADVANCE FOR EXPENSLL.
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8. The digector furnjshes the ¢ooperative & writtes
alfirmation of the direcior’'s good falth beiisi th
Girector has met the standard of conduct descriced in seciion
501.412.

b. The director furnishes the cooperative a written
undertaking, executed personally or on the director's behalf,
to repay the advance if it is ultimately determined that the
director did not meet the standard of conduct described in
section 501.412.

c. A determinatlion is made pursuant to section 501.416
that the facts then known to those making the determination
would not preclude indemnification under this part.

2. The undertaking required by subsection 1, paragraph
"b", must be an unlimited general obligation of the director
but need not be secured and may be accepted without reference
to financial ability to make repayment.

3. Determinations and authorizations of payments under
this section shall be made in the manner specified in section
501.416.

Sec, 24. NEW SECTION. 501.415 COURT-ORDERED

INDEMNIFICATION.
Unless a cooperative's articles of association provicge

otherwise, a director of the cooperative who is a party to a
proceeding may apply for indemnification to the court
conducting the proceeding or to another court of competent
jurisdiction. On receipt of an application, the court after
giving any notice the court considers necessary may order
indemnification if it determines either of the following:

1. The director 1i1s entitled to mandatory indemnification
under section 501.413, in which case the court shall also

order the cooperative ¢ pay the director's reasonable




expenses lncurred to obtailn courc-ordered i1ndemaliicaiion.

b
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2. The director is fairly and reasonably entitled to

(VeI

indemnification in view of all the relevant circumstances,
4 whether or not the director met the standavd of conduct set

forth in section 501.412 or was adjudged liable as descrided

w

& in section %01.4172, subsection 4, but if the director waes
adjudged so liable the director's indemnification is limited

8 tc reasonable expenses incurred.

9 Sec. 25. NEW SECTION. 501.416 DETERMINAT:iON AND
i0 AUTHORIZATION O INDEMNIFICATION.
HEt 1. A cooperative shall not indemnify a director under

12 section 501.412 unless authorized in the specific case after a
i3 determination has been made that indemnification of the
14 director is permissible 1n the circumstances because the
15 director has met the standard of conduct set forth in section
) 16 501.412.
. HY) 2. The determination shall be made by any of the
18 following:
13 a. By the board of directors by majority vote of & guorum
20 consisting of directors not at the time parties to the
21 proceeding.
22 b. Tf a quorum cannot be obtained under paragraph "a", by
23 majority vote of a committee duly designated by the board of
24 directors, in which designation directors who are parties may
75 participate, consisting solely of two or more directors not at
25 the time parties to the proceeding.
2 c. By special legal counsel.
28 {1}y The special legal counsel shall be selected by ihe

29 board of directors ov its committee in the manner prescriped

30 1n paragraph "a" or "b".

-

{2) 1f a quorum of the board of directors cannou be

" "

obtained under paragraph "a" anc a committee cennot ow
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designated under paragranh "b", the speclal legua: CoOuasi.

shall be selected by majority vote of the full woarc of
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directors, in which seleciion directors who are palii.es L.ay
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d. By the pers, buil voting interests owned oy O
under the control of directors who are at tne time parties
the proceeding shall not be voted on the determination.

3. Authorization of indemniflcation and evaluation as Lo
reasonapleness of expenses shall be made in the same manner as
the determirnation that indemnificaticn 1s permissible, except
that if the determination is made by special legal counsel,
authorization of indemnification and evaluation as to
reasonableness of expenses shall be made by those entitled
under subsection 2, paragraph "¢", to select counsel.

Sec. 26. NEW SECTION. 501.417 INDEMNIFICATION OF
OFFICERS, EMPLOYEES, AND AGENTS.

Unless a cooperative's articles of assoclation provide

otherwise, all of the following apply:

1. An officer of the cooperative who 1s not a directer 1is
entitled to mandatory indemnification under section 501.413,
and is entitled to apply for court-ordered indemnification
under section 501.415, in each case to the same extent as a
director.

2. The cooperative may indemnify and advance expenses
under this part to an officer, employee, or agent of the
cooperative who is not a director to the same extent as to a
director.

3. A cooperative may also indemnify and advance expenses
to an officer, employee. or agent who 1s not a director to tne
extent consistent with law that may be provided by its
articles of association, bylaws, general or specific act:ion of
its board of directors, or contract.

Sec. 27. NEW SECTION. 501.418 TINSURANCE.

A cooperative may purchase and maintaln insurance on behalt

of an individual who is or was a director, officer, employee,
or agent of the cooperative, ¢r who, while 3 director,
ofticer, employee, or agent of the ccoperative, is or was

serving at the request of the cooperative as a director,




otfficer, partner, trustee, employee, or agent o anc.ter

{oreign or domestic cooperaiive, corporation, partnersulp,
joint venture, trust, employee benefit plan, or other
enlerprise, against liability asserted against or incurred by
that individual 1In that capacity or arising from the
individual's status as a director, officer, employee, or
agent, whether or not the cooperative would have powcr to
indemn1fy that individual against the same iiability under
section 5061.412 or 501.413.

Sec. 28. NEW SECTION. 501.419 APPLICATION OF THIS PART.

Except as limited 1in section 501.412, subsection 4,

paragraph "a", and subsection 5 with resgspect to proceedings by
or 1n the right of the cooperative, the indemnification and
advancement cof expenses provided by, or granted pursuant to,
sections 501.411 through 501.418 are not exclusive of any
other rights to which persons seeking indemnification or
advancement of expenses are entitled under a provision in the
articles of assoclation or bylaws, agreements, vote of the
members or disinterested directors, or otherwise, bcih as Lo
actlon in a person's officlal capacity and as to action in
another capacity while holding the office. However, such
provisions, agreements, votes, or other actions shall anot
provide indemnification for a breach of a director's duty of
loyalty to the cooperative or its interest holders, for acts
or omissions not in good faith or which involve 1ntentional
misconduct or knowing violation of the law, or for a
transaction from which the person seeking indemnification
derives an improper personal benefit.

Sec. 29. Section 501.501, Code Supplement 1887, 1s amended
to read as follows:

501.501 [ISSUANCE AND TRANSFER OF S®P6€K INTLRESTS.

l. A cooperative may issue the number of shures interests
o each class authorized by its articles. A cooperacivi ay

tssue fractional shares interests. Steck Interes:s may be

represented by certificates or by entry on the cooperative's

_.14_
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steock interest record books.

2. A member shall not sel} or otherwise transfer voting
steek interests to any person. A mempber may be restricted or
limited {rom selling or otherwise transferring any other class
of steek interests of the cooperative as provided by the

cooperative's articles of tneerpoeration association or bylaws

or an aqgreement executed between the cooperative and the
member .

3. A cooperative may acquire its cwn steck interests, and
shares interests 5o acquired constitute authorized but
unissued shares interests.

Sec. 30. Section 561.502, subsection 2, paragraph a, Code
Supplement 1997, is amended to read as follows:

a. The member has attempted to transfer seeck any interest

to a person who is not a member and has not been approved for
membership.
Sec. 31. Section 501.502, subsection 4, Code Supplement

1997, 1s amended to read as follows:

4. The cooperative shall redeem, without interest, the
voting steck interest of a terminated member within one year
after the termination of the membership for the fair market
value of the ateek interest. If the amount originally paid by
the member for the voting steek interest was less than ten
percent of the total amount the member pald for all classes of
steck interests, the cooperative may redeem the voting stock
interest for its issue price if the cooperative's articles of

rncorporation association grant the cooperative this

authority.

Sec. 32. Section 501.502, subsection 5, unnumbered
paragraph 1, Code Supplement 1997, is amendsd to read as
follows:

The cooperative shall redeem, without interest, all of tne
terminated member's allocated patronage refunds and preferred
stoek interests originally issued a2s allocated patronage

refunds for the issue price as folliows:

-._L-S_




Sec. 33. Section 501.%03, sucsections
are amended to read as follows:
1. 1If the articles authorize the 2ayment of arwvz.....5

distributions on a class of stoeek inLercscg, then Lnc

directors may declare drvidends 2 distr:oution aisadil.

articles. BHrvidends-may Distraibutions shall noi exo . C

percent of the value of the stoeek interes: 1 wach .
year. The members may control the amouni thac 1. ciiviated
under this subsection.

4. ‘'The cooperative shall have an unconditionail binaing
obligation to distribute to the members all remaining net
savings as determined under the United States Internal Revenue
Code. “These net savings shall be allocated to each member 1n
proportion to the business the member did with the cocperative
during the preceding fiscal year. The net savings may be
separately calculated for two or more categories of business,
and allocated to the members on the basis of busincis done
within each of these categories. Net savings shali pe
distributed in the form of cash or steek 1Interesis, or
combination of cash and steek interests, as determined by the
board.

Sec., 34. Section 501.603, subsection 2, Code 1997, 15
amended to read as follows:

2. A cooperative may sell, lease, exchange, o:r otherwise
dispose of all, or substantially all, of its property, with or
wlthout the goed will, on the terms and conditions ara {or the

consideration determined by the board, which consias:aiion ~ay

1f the board recommends the proposed transactiun Lo the

members, and the members approve it by the vot: of (wo-tiiirds
of the votes cast on a ballot in which a majori.y of all vooes
are cast. The board may condition its submiss:i . oi oe
proposed transactlon on any basis.
PART B
MERCER AND CONSQLIDATION BETWEREN COOPLRATIVIS

_.-16_.
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Sec.

When used in this part, uniess on
requires:

1. "Conscligetl

cocperatives

]
s

organized und

others, which cease to exist as separaite entitlies.

2. TDissenting mempber" means & voting memper who votes in
opposition to the plan of merger or consolidation and who
makes a demand for payment of the falr value under section
501.615.

3. "Pair value" means the cash price that would be paid by
a willing buyer to a willing sellier, neltirer being under any
compulsion tc buy or sell.

4. "Issue price" means the amount paid £or an interest in
the 01d cocoperative or the amount stated inm & notice of
allocation of patronage distributions.

5. "Merger"™ means the uniting of two or more c¢ooperatives
organized under tnis crapter into one cooperative organized
under this chapter, in such manner that one of the merging
assocliations continues to exist and absorbs the others, which
cease to exist as entities. MMerger" does not include the
acquisition, by purcnase or otharwise, of the assets of one
cooperative by ancther, uniess the acguisiilon only secomes

'

effective by the filing of articies of merger vy che
cocperacives and the issuance of c
n

a
pursuant to sections 501,517 and 53:

6. '"New cooperative® isg the ccooperative resuliing Trom the
congolicacion ©i Iwo or ZOre cocreratives crganized c¢nder this

cnapter.
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B. “Surviving cooperative" is the cooperative ro..u:iing
from the merger of two or more cooperatives organized oader
this chapter.

Sec. 36. NEW SECTION., 501.612 MERGER.

Any two or more cooperatives may merge into one coG orative
in the manner provided in this section. The Loard of
directors of each cooperative shall, by resoluiion auouued by
a majority vote of all members of each boara, approve . plan
of merger which shall set forth all of the fo..owing:

1. The names of the cooperatives proposing to mergs and
the name of the surviving cooperative.

2. The terms and conditions of the proposed merger.

3. A statement of any changes in the articies ot
association of the surviving cooperative.

4. Other provisions deemed necessary or desirable.

Sec. 37. NEW SECTION. 501.613 CONSQOLIDATIGN.

Any two or more cooperatives may be consolidatec into a new

cooperative as provided in this section. The boaia of
directors of each cooperative shall, by resolution awo..ied by
a majority vote of all members of each board, approve a plan
of consolidation setting forth:

1. The names of the cooperatives proposing to consciidate
and the name of the new cooperative.

2. The terms and conditions of the proposed consoi,davion.

3. With respect to the new cooperative, ali ©i ihe
statements required to be set forth in articles of s.zogiation
for cooperatives.

4. Other provisions deemed necessary or desirahijic.

Sec. 38. NEW SECTION. 501.614 VOTE OF MEsBLKRS,

1. The board of directors of a cooperative, uopon appoving

a plan of merger or consolidation, shall, by m. ion or

resolution, direct that the plan be submitted « & Jouie atb a
meeting of members, which may be cither an annua. or =.. o ol
meeting. Written notice shall be given not less . hapn twenty
days pricr to the meeting, either personally or by maéi:, L0

~-18-




pacn vobing menoer of

)

time, piace, and purpose ol Lhe Besting. &nd & suimary of

2 £ the
3 pian of merger or congolidation shall be inciuded in or

4 enclosed with the notice.

b 2. Ay the mesting, & ballet of the members whe are

5 entitled Lo vote in the affelrs of the asscciation shali be

7 taken on Lh= propcsed plan of merger or consolidation, The

8 plan of merger cor conseolidation shall be approved 1f two-

5 thirds of the members vote affirmatively on a ballcot in which
0 a majority of all voting members participate. Voling may be
11 by mail ballot notwithstanding any contrary provision in the

12 articles of assoclation or bylaws.
3 Sec. 3. NCW SECTION. 501.615 OBJECTICN CF MEMBERS --
14 PURCHASLE OF INTERESTS UPCN DEMAND. l

15 1. If a member of a cooperative which is a party tc a

16 merger or consolidation files with the cooperative, prior tc

17 or at the wmeeting of members at which the plan is submitted to
18 a vote, a written objection to the plan of merger or

19 consolidation, and votes in opposition to the plan, and the

20 member, within twenty days after the merger cr consolidation
21 1s approved by the other members, makes written demand on the
22 surviving or new ccoperative for payment of the fair vaiue of
23 that member's interest as of the day prior to the date on

24 which the vote was taken approving the merger or

—

25 consolidation, the surviving or new cooperative shail pay to
26 the member, upon surrender of that person’'s certificate of

27 membershnip or interegtis in the cooperative, the falr value of
28 thal person's interest as provided in secticn 5S01.616. A

29 member who fsiils to make demand within the twenty-day period
30 is conclusively presumed t¢ have consentec to the merger or
31 consolidaticon and is bound by its terms.

32 2. In the event that a dissenting member does business

33 with the surviving or new cocgperative pefore payment has been

34 made Lor thad

VO s . P S .o .
3% deemed Lo nzve Tensent:d Lo the qerger of consclidetion and o




s.r. I¥0% u.r.

-

. have waived all further rights as a dissenting member.
Sec. 4¢. NEW SECTION. 501.616 VALUE DETERMINED.

1. Within twenty days after the merger or consolidation is

A L) N

effected, the surviving or new cooperative shall make a

written offer to each dissenting member to pay a specified sum

W

deemed by the surviving or new cooperative to be the farr
value of that dissenting member's 1interest in the olad

cooperative. This offer shall be accompanied by a balance

Yo R R R

sheet of the old cooperative as of the latest available date,
J0 a profit and loss statement of the old cooperative for the

Il twelve-month period ending on the date of the balance sheet,
12 and a list of the dissenting member's interests in the old

i3 cooperative. If the dissenting member does not agree that the
14 sum stated 1n the notice represents the fair value of the

15 member's interest, then the member may file a written

16 objection with the surviving or new cooperatlve within twenty
17 days after receiving the notice. A dissenting member who

18 fails to file the objection within the twenty-day period 1s

19 conclusively presumed to have consented to the fair vaiue
20 stated 1n the notice.

1 2. If the surviving or new cooperative receives any
22 objections to fair values, then within ninety days after the
23 merger or consolidation is effected, the surviving or new

24 cooperative shall file a petition in district court asking for
25 a finding and determination of the fair value of each type of
26 equity. The action shall be tried as an equitable action.

27 3. The fair value of a dissenting member's interesi in ihe
2B old cooperative shall be determined as of the day preceding

29 the merger or consolidation by taking the lesser of either the
30 1ssue price of the dissenting member’s membership, deferred

31 patronage, and any other interests in the cooperative, or the
32 amouni determined by subtracting the old cooperative’'s dedis

i

oo i
5 assecs

14
i

33 from the fair market value of the old cooperative

.

-

34 dividing the remainder by the total issue price of a)

Lt
[

memberships, deferred patronage and all other interests, and

- ?O_
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.

then multiplying the quctient from this division by the total
issuc price of a dissenting member’s membership, deferred
patronage, and other interests.

4. The surviving or new cooperative shall pay to each
dissenting member in cash within sixty days after the merger
or consolidation the amcunt paid in cash by the dissenting
member for that member's interest in the old cooperative. The
surviving or new cooperative shall pay the remainder cof each

dissenting member's faoir value io ten annval egual payments.

[

The final payment must De made not lzter than fifteen vears
after the merger or consolidation. The value of the de
patronage or interestis lssued to evidence deferred patronage
shall be considered a liability of the surviving o
cooperative as reflected in the accounts of the suyrviving o©
new ccoperstive until the valae 0f the deferred patronage or
interests lzsued to evidence deferred patronage is pald in

full to the dissenting member. A dissenting member who is

T &
natural person who dies before receiving the fair value shall
have all of the perscn's fair value paid with the sane
priority as if the person was a member at the time of death.

Sec. 41, NEW SECTION. 5C1.617 ARTICLES OF MERGER OR
CONSOLIDATION.

Upon approval, articles of merger or articles of
consolidation shall be executed by each ccoperative as
provided in section 501.105. The articles must include the
following:

1. The plan of merger or the plan of consolidation.

2. As to each cooperative, the number of members.

3. As to each cooperative, the number of members who voted
for and against the plan at the meeting called for that
purpose.

The articles of merger or articles of consolidation shall

st

e
be delivered to the secretary of ate for filing.
n

g of articles of ‘
. e

. - o e g - £ . N s o s
mecrger or arvtiaoles of consolilation, shall sgue a certificaie

The secretary of state, upon the £ili

l
)
l
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of merger or a certificate of consolidation and send i -
certificate to the surviving o1 new cooperative, or Lo -ts
representative.

Sec. 42. NEW SECTION. 501.618 WHEN EFFECTIVE -- ZFFECT.

A merger or consclidation shall become effective upon the

date that the certificate of merger or the certificate of

o

consolidation is issued by the secretary of state, o: th
effective date specified in the articles of merger or articles
of consolidation, whichever 1s later.

When a merger or conscolidation has become effective:

1. The several ccooperatives which are parties to the plan
of merger or consolidation shall be a single cooperative,
which, in the case of a merger, shall be that cooperative
designated in the plan of merger as the surviving cooperative,
and, in the case of consolidation, shall be that cooperative
designated in the plan of consolidation as the naw
cooperative.

2. The separate existence of all cooperatives which are
parties to the plan of merger or consclidation, except the
surviving or new cooperative, shall cease.

3. The surviving or new cooperative shall have all the
rights, privileges, lmmunities, and powers and shall be
subject to all the duties and liabilities of a cooperative
organized under this chapter.

4. The surviving or new cooperative shall possess ali the
rights, privileges, immunities, and franchises, public as well
as private, of each of the merging or consolidating
cooperatives,

5. All property, real, personal, and mixed, and all debts
due on whatever account, including all choses in action, and
all and every other interest, of or belonging to or due to
each of the cooperatives merged or consclidated, shall be
transferred to and vested in the surviving or new cooperative
without further act or deed. The title to any real estate, or

any interest in real estate vested in any of the cooperatives

_22_
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merged or consclidated, chall nct ravert or be in any way

impaired by reason of the merger or ccnsolidation.

w N

6. A& surviving or new ccooperative shall be respongibi
liable fcr all obligatione and liabilities of eaczch of the

—"J

cooperatives merged or consolidated.

AN

7. Anv cleim existing or action or proczeding pendin

-~

-
j{ =]

~

or against any of the cooperatives merged or consclidate

,:

st}

be prosecuted zs 1f the merger Or coansclidatlion nad not el
€

[ N> B+ o]
2,

place, or thz surviving or new cooperatlive may Le substitut
ge

for the mergsd or consolidated cooperacive., Nelther the

o

o

rignts of credltors nor any liens upon the property of any

(]

]-4

cooperative snall be impalred by & merger or consolidation,

8. 1In the case of a merger, the articles of association of

Py

the surviving ccoperative shall ve deemed Lo be amenaed te thne

=]
LEA R - S VE R S

extent that changes in 1ts articles of association are stated

| 22

4

in the plan of merger. In the zase of a coansoligation. the

fud
(4]

T

statements set forth in the articles of consolidaticon whigh

J-d
~J

)
o)

are reguired or permitted to be set forth in the articlies ¢

3

association of a cooperative shall be deemed to be the

]
)

original articles of association of the new cooperative,

<

8. The aggregate amount c¢f the net assets 0f the merging

[SST L R N ]
% B ok

or consolidating cooperative which was availablie for the
payment of districutions immediately prior to the merger or
consolidation, to the extent that the amount is not

M) N3
L2 < A 95 |

transferred to stated capital by the issuance of interests or

(%]

]
[+,

otherwiss, shall continue to be avaiiabie for the payment of

%]
~J

distributicns by the surviving or new coopezative.
Sec., 43. NEW SECTION. 5£1.615% AZENSCONMINT SEFQORZ TILING.

=)
w

e

|93 ]
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At any time prior to the filing cf the articliles of merger

-

i0n, the merger ©r consolidacion may e azandoned

rP'

Cr Conso

Lad
[ =]

ica
pursuant to provisions sat forih in the plian of merger or

consolicazion
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RECORDS
Sec. 44. NEW SECTION. 501.701 RECORDS.

1. A cooperative shall keep as permanent records minules

of all meetings of its members and board of directors, a
record of all actions taken by the members or board of
directors without a meeting, and a record of all actions taken
by a committee of the board of directors in place o! .he board
of directors on behalf of the cooperative.

2. A cooperative shall maintain appropriate accounting
records.

3. A cooperative or its agent shall maintain a record of
its interest holders in a form that permits preparation of a
list of the names and addresses of all interest holders in
alphabetical order by class of interests showing the number
and class of interests held by each.

4. A cooperative shall maintain its records 1in written
form or in another form capable of conversion into written
form within a reasonable time.

5. A cooperative shall keep a copy of the following
records:

a. 1Its articles or restated articles of association and
all amendments to them currently in effect.

b. Its bylaws or restated bylaws and all amendments to
them currently in effect.

¢. Resolutions adopted by its board of directors creating
one or more classes or series of interests, and fixing their
reiative rights, preferences, and limitations, if the
interests lssued pursuant tc those resolut%ons are
cutstanding. .

d. The minutes of all members' meetings, and records of
all action taken by members without a meeting, for the past
three years.

e. All written communications to interest holiders
generally within the past three years, including the financial

statements furnished for the past three years under section

_24_
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501.711.

f. A list of the names and business addresses of 1its
current directors and officers.

g. 1Its most recent biennial report delivered to the
secretary of state under section 501.713.

Sec. 45, NEW SECTICMN. 501.702 INSPECTICN OF RECORDS RY
INTEREST HOLDERS.

1. An Irtevest holder of 2 cooperative is entitled to

inspect and copy, during regular business hours atc the
ccoperative's principal office, any of the records of the
cooperative described in sechion 501.701, subsection 5, if the
interest holder gives the cooperative written noilce of the
interest hoider's demand at least five business days before

the date on which the interest holder wishes to inspect and

copy.

2. An interesR\holder of a cooperative is entitled to
inspect and copy: dhring regular business hours at a

reascnable location specified by the cooperative, any of the
following records of the cooperative if the interest holder
meets the requirements of subsecticn 3 and gives the
cooperative written notice of the interest holder's demand at
le2ast five business days before the date on which the interest
holder wishes to inspect and copy any of the following:

a. Excerpts from minutes of any meeting of the board of
directors, records of any action of a commititee of the bhoard
of directors while acting in place of the board of directors
on behalf of the cooperative, minutes of any meeting of the
members, and records of action taken by the members or board
of directors without & meeting, to the extent not subject to
inspection under subsection 1 of this section.

b. Accounting reccrds of the cooperative.

¢. The record of interest holders.

3. An interest holder may inspect and copy the
described in subsection 2 only if:

a, The intesrect heider’s demandé is made in good
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for a proper purpose.

b. The interest holder describes with reasonablce
particularity the interest holder's purpose and the ro.ords
the interest holder desires to inspect.

¢. The records are directly connected with the interest
holder ‘s purpose.

4. The right of inspection granted by trn.s sectlca shalil
not be abolisned or limited by a cooperative’s erticles of
association or bylaws.

5. This secticn does not affect either of the following:

a. The right of a member to obtain informa:tion under
section 501.7¢2 or the right of an interest holder to obtain
information, if the interest holder is in litigation with tne
cooperative, to the same extent as any other litigant.

b. The power of a court, independently of this chapter, to
compel the production of cocoperative records for examination.

Sec. 46. NEW SECTION. 501.703 SCOPE OF INSPECTION RIGHT.

l. An interest holder's agent or attorney has tne same

inspection and copying rights as the interest holder the agent
or attorney represents.

2. The right to copy records under section 501.702
includes, if reasonable, the right to receive copies made Dy
photographic, xerographic, or other technological means.

3. The cooperative may impose a reasonable charge,
covering the costs of labor and material, for coples of any
documents provided to the interest holder. The charge shall
not exceea the estimated cost of production or reproduction of
the recoras.

4, The cooperative may comply with an interest nolider’'s
demand tc inspect the record of interest hoiders uncer section
50i.702, subsection 2, paragraph "“c¢%, by provicing tae
interest holder with a list of its interest holcer: cnit was
cempiled no earlier than tne date of the interes. aciver's
gemnand.

Sec. 47. NEW SECTION. 531.704 COURD=-CASEARZL a5G2ECTI0N.
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1. If a cooperative does not allow an interest hoider who
complies with section 5C1,702, subsection 1, to inspect and
copy any records required by that subsection to be available
for inspection, the district court of the county where the

cooperative's principal office or, if none in this state, 1its
registered office is located may summarily order inspection
and copying of the records demanded at the2 cooperative's

axpense upon application of the interest holder.

2, If a cooperative does not within a reasonavle time
allow an interest helder to inspect and copy any other
tecords, the interest holder who complies with section
561.702; subsections Z ang 3; mav apply to the district court
in the county where the cooperative's principal cffice or, if
not in thig state, ics registered office is located for an
order to permit inspection and copying of the records
demanded. The court shall dispose 0f an application under

this subsection on an gxpedited bagis. ‘

3. If the court ordeis inspection angd copying of {he

r

I

records demanded, it shall ziso order the cooperative Lo zay
the inkterest holder's costs; incliuding reasonable ccunsel
fees,. iacurred to obtain the order unless the cooperative
oroves that it refused inspection in good faith because it had
a reasonable basis for doubt about the right of the interest
nclder to inspect the records demanded.

4. 1If the court orcders 1nspection and copying of the
records demanded, it may impose reasonable restrictions on the
use or distribution of the records by the demanding intcerest
holder.

PART B
REPORTS

Sec. 48. QNEW SECTICN. 501.711 PFINANCIAL STATEMENTS FOR

INTEREST HQLDERS.

o b3 3 h - 7 <l 3 =~ - = .
A Ccooperative shall preparz annval fipmegnclal scitamenis,
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[iseal year ané an lncome 3vacenent for thnat vear. ugil.
written request from an iaterest nolder,. 3 cooperative, &n it
expense, shall furnisb Lo tnat interest rcoider tae firancial
statements requestec. If the annual financial slgcements are

,_
4]

3
"
p

rteC¢ upeonh by a public accouncant, the resort ust
accompany the filnancial statements.

NEW SECTION. 501.712

YT b BT P ey
OTHER REFNTS

HOLDERS.

1. If a cooperative indemnifiies or acvances expenses to ¢
director under sections 501.41Z through 501.415% in connection
with a proceeding by or in the right of the cooperative, the
cooperative shall report the indemnification or advance in
writing to the members with or before thne notice of the next
members' meeting.

2. If a cooperative iessces or a

or

interests for promisscly notes

services in the future, the cooperative shall reporst 1In
WwIliing tc the members the number ¢of interestez auvthoriuced or
id3ucd, and tht consiferation received by the ccogperative,
with or bLeiove the notice ¢f the next nemiers' mesting.

ec. 50, NIOW SECTICN. 3SCL.712 ANNUAL REPORTY FOR

SECRETARY OF STATE.

1. Each cooperative authcorized ©¢ transact business 1in
this state shall deliver toc the secretary of state for filing
an annual report that sets fortx aii of cne [ollowiag:

a. Tre name of the cooperative.

o. The address of its registered ¢ffice and tne name of
“is registeraed agent at that cffice in this s:iace, togsiaer

a2 gonsent of any new regilstered agent.
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OR INITTAL DIRECTORS.

A majority of the crganizers or initial directors =f a
cooperative that has not 1ssued interesis or has nNoL LomEengCes
buginess may dissolve the cooperative by delivering to the
secretary of state for filing articles of ¢issoluiion that set
forth all of the focllowing:

1. The name of the cooperative.

2. The date of 1ts organization,.

3. Either of the following:

a. That none of the cooperative's interests have been
}ssued.

b. That the cooperative has not commenced business.

4. That no debt of the cooperative remains unpald.

5. That the net assets of the cooperative remaining atter
winding up have been distributed in accordance with tnls
chapter and the articles of association of the cooperative.

6. That a majority of the organizers or initial directors
authorized the dissolution.

Sec. 52. NEW SECTION. 501.802 DISSOLUTION BY BOARD OF
DIRECTORS AND MEMBERS.

1. A cooperative's board of directors may propose

dissolution for submission to the members.

2. Por a proposal to dissolve to be adopted both of the
following must apply:

a. The board of directors must recommend dissoluticn tc
the members unless the board of directors determines that
because of conflict of interest or other special ciccumstances
it should make no recommendation and communicates the basis
for its determination to the members.

b. The members entitled to vote must approve the proposal
to disscolve as provided in subsection 5.

3. The board of directors may condition its suomission of
the proposal for dissolution on any basis,

4. The cooperative shall notify each member ol a meeting

to consider digsolution in accordances wiith section 61,202,

-30-



The rnotice must aiso state that the purpose, or one of the
purposes, of the meeting 1s to consider dissoiving the
cooperative.

5. Unless the articles of association or the board of
directors acting pursuant to subsection 3 require a greater
vote or a vote by voting groups, the proposal to dissolve must
be approved by a majority of all the votes entitled to be cast
on that proposal 1n order to be adopted.

Sec. 3. NEW SECTION. 501.803 ARTICLES OF DISSOLUTION.

1. At any time after dissolution is authorized, the
oop
t

-y b
i iy
ate ftor filing articles of dissoluticn setting feorth all of

ive may dissclve by delivering to the secretary of

the following:
a. The name of the cooperative.
b. The date dissolution was autherized.
aissoiution was approved by the members, both of the

(1) The number of votes entitled to be cest on the

proposal to dissolve.

ction
sclution
dissolution was
2. A cocperall
its articles of dissolution.

Sec. 54, MEW SECTIQON 541 Y REVOCATION OF

dissclution
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Gissoiution, togethaer with a cony of its articion of
g ssolution, that set forth ail of the following:

a. The name of the cooperative.

b. The effeclive date of the dissolution that was revoked.

c¢. The date that the revocation of dissolution was
authorized.

d. If the cooperative's board of directors or organizers
revoked the dissolution, a statement to that effect.

e. If tne cooperative's board of directors revoked a
dissolution authorized by the members, a statement that
revocation was permitted by action by the board of directors
alone pursuant to that authorization.

£. If member action was required to revoke the
dissolution, the information required by sectiocn 501.803,
subsection 1, paragraph "c".

4. Revocation of dissolution is effective upon the
effective date of the articles of revocation of dissolution.
5. When the revocation of dissolution is effective, 1t
relates back to and tazkes effect as of the effective date of

the dissolution as if the dissolution had never occurred.,

Sec. 55. NEW SECTION. 501.805 EFFECT OF DISSOLUTION.

1. A dissolved cooperative continues its existence but

AR}

shail nou carry & &ny business except that appropriate to
wind up and liguidate its business and affairs, including any
of the following:

a. Collecting its assets.

b. Dlsposing of its properties that will not be

R

distributed In kiné :in accordance with this chapter arnd the

cooperative's articles of association.

c. Discharging or making provigicn for discharging irts
liabilitles,
d. Distributing its remaining property in accordance wiin
thls chapter and the cooperative's articies of associat.on.

o

&. Doing every otlher act necessary o wind up and

_32_
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liguidate its business and affairs.

2. Dissolution of & cooperative does not do any of the
following:

a. Transfer title to the cooperative’s property.

L. Prevent transfer of its interests, although the
ization to disscelve may provide fer clesing the

Z
cooperative's interest transfer records.

¢. Subiject iits directors or officers to standards of
conduct diffarent from those prescribed In section 501.406.

d. Change guorun or voling reguiremantis for jts board of
direciors o7 @embers; change »Drovisions IOr S€i2CULICH-
resignation, or removal of iils dirsctors or officers or both;

or change fprovisions for amending its byilaws.

¢. DPrevent coavencemznt of a pooceeding by O agsainst the
cooperatlive 1n 1ts name.

£. hbate or suspend 2z proceecding pending by o7 agaiast ine
cooperative on the effective date of dissclution.

g. Terminzte the authority of the raglztered zgent of the

cooperative,
Sec. 56. NEW SECTION. 501.805A DISTRIBUTION OF ASSETS.

Upon the coopsrative's disscoluticn, thé cocperative’s
assets shall {icsh be used Lo pay Xnenses NCCeSSa
oul (he dissolution and liguidation of zssets, then be used to
pay the cooperative's cikligations other tha o €

deferred waironace or interests ssuzd gy deferred gatconeyl;

- T A, A P T T . [ I b .. s i F e el e .
and the cenainder shall be peid 1o the manner set forih in Lhe

]

cooperative's ciaciocn.

Seec. 57 KROAN CLATES AGMINGY
DISSOLVLED CCOPERAETIVE.

Vo A Sragolved coonovalive may Sisposs ol The Moowr gioine
agalnsi 1Y by Fotlowing Lz procadure descrihad In o ghis
section.

2. The llusclved (oCLoillive 3hall RoUily o Lios kool
Uil Sooarlliug L7 DXL WL IGn L Gl cine AT LzooLlLE
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h L all of the tollowing:

< a. Describe information thait must be included in & Clan.
3 b. Provide a mailing address wnere a claim may he =ent.
c. Staie the deadline, which shall not pbe fewer than one
hundred twenty days from the effective date of ithe wiritien
notice, by which the dissolived cooperative must recelve iLhe
claim,
d. tate that the claim will be barred i{ not received by

the deadline.

—
— O Wl T 0 s

3. A claim against the dissolved cooperative is barred il

either of the following occur:

—

a. A claimant who was given written notice under

subsection 2 does not deliver the claim to the dissolved

[
P S

cooperative by the deadline.

—
L”T

b. A claimant whose claim was rejected by the dissolved
cooperative does not commence a proceeding to enforce the
claim within ninety days from the effective date cf the
rejection notice.

4. For purposes of this section, "claim" does not include

[ S ST T S
[=- VoI s « EECN B

a contingent liability or a claim based on an event occurring
after the effective date of dissoclution.

22 Sec. 58. NEW SECTION. 501.807 UNKNOWN CLAIMS AGAINST

23 DISSOLVED COOPERATIVE.

24 1. A dissolved cooperative may also publish notice of its

4
—

25 dissolution and request that persons with clalms against the
26 cooperative present them in accordance with the notice.

27 2. The notice must meet all of the following requiremenls:
28 a. Be published cne time in a newspaper of generai

29 circulation in the county where the dissolved cooperative's

30 principal office or, if not in this state, 1tis regis.ered

31 office is or was last located.

32 b. Describe the information that must be inciuded 1n a

33 claim and provide a mailing address where the claim may oo

‘ 34 szent.

35 c. State thnat a claim against the cooperative wi.. we

_34_
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notice,

a newspaper
notice i: with sut ; 2, the claim of each of
the following claimants is barred the claimant
commencas a proceeding Lo enforce im against the

i1ssoived cooperaiive within {ive af the pubiication
date of the newspaper notice:

a. A claimant who did not receive written notice under
section 501.806.

p. A claimant whose claim was timely sent to the dissclved
cooperative but not acted on,

c. A clzimant whose c<laim 1s con or based on an
event occurring alter the effective date of dissolution.

4., A claim may be enforced under
the following ways:

a. Agaeinst the dissolved cooperative, to the extent of
undistributed assets.

b, If the 2ssets have been distributed in liguidation.
against an 1nterest holder of the dissolved cooperative to the
extent of the jinterest holder's pro rata share of the claim or
the cooperative assets distributed to the interest holder in
liguidation, whichever is less, but an interest holder's totzl
liability for all claims under this section shall not exceed
the total amount of assels distributed to the interest hclder
in ligquidation,

PART B
ADMINISTRATIVE DISSOLUTION

Sec. 59. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATIV:

DISSOLUTION.

The secretary of state may commence a proceeding under
scction 5C1.817 to administratively dissoive cooperative 1f
any of thne feollowing apply:

1. ™he cooperative has not delivered

F=

~ . L = s
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of sectron SoL.7

3, within sizxty days afiar il Lo due. or hen
not paid the filing fee as detcrmined by the secretar; <!
state, within sixty days after it 1s due.

2. The cooperative is without a registered agent or
registered cffice in this state for sixty days <7 morc.

3. The cooperative does not notlfy the secvetary ol state
within sixty days that its registered agent or vegist iced
office has been changed, that its registersc &gent has
resigned, or that its registered office has beln discontinued.

4. 'The cooperative's period of duration stated in its
articles of assoclatlion expires.

Sec. 63. NEW SECTION. 501.8l2 PROCCEDURE FOR AND EFFECY
OF ADMINISTRATIVE DISSOLUTION.

1, If the secretary of state determines that one or more

grounds exist under section 501.811 for dissolving a
cooperative, the secretary of state shall serve the
cooperative with written notice of the secretary o state's
determination under section 501.106.

2. If the cooperative does not correct each ground f{or
dissolution or demonstrate to the reasonabic satisfaction of
the secretary of state that each ground determined by the
secretary of state does not exist within sixty days after
service of the ncotice is perfected under section 501.105, Lne
secretary of state shall administratively digsolve the
cooperative by signing a certificate of dissolutlicn that
recites the ground or grounds for dissolution ang itc
effective date. The secretary of state shal: filie e
original ot the certificate and serve a copy on the
cooperative under section 501.106.

3. A cooperative administratively dissoived continues 178
existence but shall not carry on any business @icept that
necessary 0 wind up and liquidate 1ts business &nu affal
under section 501.805 and notifiy clialmants under 5eci . onw
501.806 and 501.807.

4, The adminilstrative digscolutlon of a cooperalive does

_36_
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not terminate the authority of its registered agent.

5. The secretary of state's administrative dissclution of
a cooperative pursuant to this section appoints the secretary
of state the cooperative's agent for service of procese 1n any
proceeding based on a cause cof action which arose during the
time the cooperative was authorized to transact business in
this state. Service of process on the secretary of state
under this subsection 1s service on the cooperative. Upon
receipt of process, the secretary of state shall serve a copy
of the process on the cooperative as provided in section
501.106. This subsection does not preclude service on the
cooperative's registered agent, 1if any.

Sec. 61. NEW SECTION. 501.813 REINSTATEMENT FCLLOWING
ADMINISTRATIVE DISSCLUTION.

l. A cooperative adminlistratively dissolved under section
b4

501.612 may apply to the secretary of state for reinstatement
within two years after the effective date of dissclution. The
application must meet all ¢f the following requirements:

a. Recite the name of the cooperative at 1ts date of
dissolution and the effective date of 1ts admlplstrative
dissolution.

b. State that the ground or grounds for dissolultion have
been eliminated.

Cc. State a name that satisfles the requirements of section
501.104.

d. State the f{ederal tax identification numoer of the
cooperative,

2. a. The secretary of state shall refer the federal tax
1dentification number contained in the appiication for
reinstatement to the department ¢f revenue and f{inance. The
department of revenue andé finance shall report to the
secretary of state the tax status of the cooperalive. i tne

.

the secretary of state ihat a fi1iing

I
rr
[
rt+
c

department repo
delinguency or liabillty exists agalnst the cocperative, the

secretary of state shall nct cencel the certificate o
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dissolution until the filing delinquency or liabilicy

satisfied.

b. If the secretary of state determines {hat the
application contains the information required by Subscocion i,
and that a delinquency or liability reported pursuant Lo
paragraph "a" has been satisfied, and that -shg ‘nforwzi.on is
correct, the secretary of state shall cance. ihe ce: . .l.cate
of dissolution and prepare a certificate of rzinstataucnit nal
recites the secretary of state's determination ang tne
effective date of reinstatement, file the originai of the
certificate, and serve a copy on the cooperative under section
501.106. If the name of the cooperative as provided in
subsection 1, paragraph "c¢”, is different than the name in
subsection 1, paragraph "a", the certificate of reinstatement
shall constitute an amendment to the articles of assocliation
insofar as it pertains to the name.

3. When the reinstatement 1s effective, 1L reiates back to
and takes effect as of the effective date of the
administrative dissolution as if the administrative
dissolution had never occurred.

Sec. 62. NEW SECTION. 501.814 APPEAL FROM DENTAL OF
REINSTATEMENT.

I. TIf the secretary of state denles a cooperative's
application for reinstatement following adminilstrat:ive
dissolution, the secretary of state shail serve itne
cooperative under section 501.106 with a writien no:ice ¢t
explains the reason or reasons for deniail.

2. The cooperative may appeal the deniai of reinstatement
to the district courl within thirty days afier service oi the
notice of denjial is perfected. The cooperativ: appeals by
petitioning the court to set aside the dissolution and
attaching to the petition copies of the secretary of state's
certificate of dissolution, the cocoperative's application for
reinstatement, and the secretary of state's notice of denial.

- T

3. The court may summarily order the secretary ¢l siat

e

Lo
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reinstate “he disselved cocperative or may teake other sction
the court considers appropriate.

4, The court's final decisicn may be appealed as 1n other
civil proceedings.

PART C
JUDICIAL DISSCLUTION

Sec. 63. NHEW SECTION. 501.821 GROUNDS FCR JUDICIAL

DISSOLUTION.

The dizsilrict court may disscive a cooperative in any of the

following ways:

1. A proceeding by the attorney general, 1if it is
established that either of the following apply:

a. The cooperative cobtained its articles of association
through fraud.

b. The cooperative has continued to exceed or abuse the
authority conferred upon it by law.

2. A proceeding by 2 member if it is established that any

L]

of the following conditions exist:

a. The directors are deadlocked 1rn the management of the
cooperative's affairs, the members are unable to break the
deadlock, and either irreparable injury to the cooperative is
threatened or being suffered, or the business and affairs of
the cooperative can no longer be conducted to the advaentage of
the interest holders generally, because of the ceadlock.

b. Tre directors or thcese 1n control of the cooperative
have acted, are acling, or will act in a manner that 1is
1llegal, oppressive, or fraudulent.

c. The memhers are deadlocked in voting power and have
tailed, for a pericd that includes a! least two consecutive
annual meeting dstes, Lo elect successors to dlrechors whoese
terms have c¢xpired.

d. The cocperative's sssetg are being misapplied cr
wasted.

3. A procesding by & cre

¢
either of tnhe {ollowing apply:




.' : a. The creditor's claim has been reduced to judomeni . (..

2 execution on the judgment retusrned unsatistfied, and tic

o8

cooperative 1s insolvent.

b. The cocperative has admitted in writing that the

K 2 B~

creditor's claim 1s due and owing and the cooperative 1is

[+,

insolvent.
7 4. A proceeding by the cooperative to have its voluntary

8 dissolution continued under court supervision.

9 Sec. 64. NEW SECTION. 501.822 PRGCEDURE FUR JUDICIAL
10 DISSCLUTION.
1l 1. Venue for a proceeding by the attorney general to

12 dissolve a cooperative lies in Polk county district court.
13 Venue for a proceeding brought by any other party named in
14 section 501.821 lies in the county where a cooperative's
15 principal office or, if not in this state, its registered
16 office 1s or was last located.

‘ﬂ. 17 2. It 1s not necessary to make interest holders parties to
18 a proceeding te dissolve a cooperative unless relief is sought
19 against them individually.

20 3. A court in a proceeding brought to dissolve a

21 cooperative may 1issue injunctions, appoint a receiver or

22 custodian pendente lite with all powers and duties the court
23 directs, take other action required to preserve the

24 cooperative’s assets wherever located, and car-y on the

25 business of the cooperative until a full hearing can be nsid.

26 Sec. 65. NEW SECTION., 501.823 RECEIVERSHIP CR
27 CUSTCODIANSHIP,
28 1. A court in a judicial proceeding brought Lo dissolve a

29 cooperative may appoint one or more receivers to wind up and

30 liquidate, or one or more custodians to manage, the business

31 and affailrs of the cooperative. The court shall hold a

37 hearing, after notifying all parties to the proceeding and any

33 1nterested persons designated by the court, before appolnting
' 34 & receiver or custodian. The court appointing a receiver oo

15 custodian has exclusive jurisdiction over the cooperative and

40 -
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all its property wherever liocated.

2. The court may appoint an individual or a domestic or
foreigr corporation authorized to fransact business in this
state asg a receiver or custodien. The court mey require the
receiver or custcdian to pest bond, with or without sureties,
in an amount the courl directs.

3. The court shall describe the powers and duties of the
receiver or custodian in its appointing order, which may be
amended from time to time.

a. Among other powers, the receiver may do any of the
following:

(1) Dispose of all or any part of the assets of the
cooperative wherever located, at a public or private sale, if
authorized by the court.

{2) Sue and defend in the receiver's own name as receiver
of the cooperative in all courts of this state.

b. The custodian may exercise all of the powers of the
cooperative, through or in place of 1ts board of directors or
officers, to the extent necessary to manage the affairs of the
cooperative in the best interests of its interest holders andg
creditors.

4. The court during a receivership may redesignate the
receiver a custodlian, and during a custodianship may
redesignate the custodian a receiver, if doing so0 is in the
best interestis of the cooperative, its interest holders, and
creditors,

5. The ccuit {rom time to time during the receivership or
custodianship may order compensation paid and expense
disbursements or reimbursements made to the receiver or
custodian and the receiver's or custodian's counsel from che
assets of tne cooperative or proceeds from the sale of the
assets.

Sec. 66. NEW SECTION. 581.824 DECREE OF DISSOLUTION.

L. I'f atter & hearing the court determines that one or

MOre Qgrounds fCr judic.a. Cissolution described in seciicn
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561.821 exist, 1t may enter a decree dissolving the
cooperative and specifying the effective date of tae
dissolution, and the clerk of the district court shai! del:ve:
a certified copy of the decree to the secretary of stute, who
shall file 1it.

2. After entering the decree of dissolutlion, the coirt
snall direct the winding up and liquidation of the
cooperative's business and affairs in accordance witn section
501.805 and the notification of c¢laimants 1n accordance with
sections 501.806 and S501.807.

PART D
STATE TREASURER

Sec. 67. NEW SECTION. 501.831 DEPOSIT WITH STATE

TREASURER.

Assets of a dissolved cooperative that should be

transferred to a creditor, claimant, or interest hoider of the
cooperative who cannot be found or who is not compecent to
recelve them shall be reduced to cash and deposite. with the
treasurer of state or other appropriate state ofiiciai for
safekeeping. When the creditor, claimant, or interest holder
furnishes satisfactory proof of entitlement to the amount
deposited, the treasurer of state or other appropriate statls
official shall pay the creditor, claimant, or interest holder
or that person's representative the amount.

5ec. 68. Sections 501.107 and 501.5602, Code 1287, are
repealed. Sectlons 501.408 and 501.504, Cogde Supplicmant 14927,
are repealed.

EXPLANATION

This bill amends Code chapter 501 which provides ifov
cooperative corporations which may hold agriculvura: land in
this state. This type of entity is a hybrid between a
cooperative assoclatlon organized under Code chapter 49%% and a
corporation organized under Code chapter 490. Tne bill amends
a number of provisions.

First, the blll changes a number of terms used in the

_42_
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chaptear. The bill changse

s "aoeperativa cerperations” to

"cooperalives”. It changes a number of other termg to more
closely resembiec terms describing the business activities of
cooperarive zssociations rather than corperaticns. For
example, a cooperative must be organized as an associatlion
rather than a corgoratien. The bill changes "articles of
incorporation'" to "articles of association”. The bill changes
"shareholders" toe "interest helders" or "members" in the
cooperatives. It changes “voting stock"™ to "voling interest”,
An "interest holder" is cdefined to mean a person who holds a
voting or nonvoting interest in a cooperative, A "member"” 1is
a person who holds a voting interest in the cooperative.
References to “dividerds" are changed to "distributions”.

Second; the bill provides that a general partner that is
authorized to hold an interest in a cooperative must include
all natural persons.

Third, the bill increases the number of acres of

agricultural land thal a cooperative may hold from 640 to
1,500.

Fourth, the bill amends Code section 501.106 which provides
for maintaining a registered office or registered agent in
this state for purpcse of service. The billl adds provisions
taken from Code secticons 450.503 and 450.504 which provide
procedures for the resignation of a reglstered agent and
delivery of service when a registered agent is nct available.
The bili changes the term “corporation" to "cooperative".

Fifth, the bill incorporates a number of provislons that
were included by reference in the chapter. These sections
refer to provisicons in both Code chapter 450 governing
corporations and (lode chapter 499 governing coopecative
associtations. 7The bill redrafits trece provisions expressly as
part of Cocdée chapter S01 and changes references to

"corporaticn” or "associaitlon” to "cooperative® ard ccrrects

nees ., ‘Ib
[ T H .

501.162 provices that @ cooperative nas tLhe

3

internal refer

T

]
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Code seclic:
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same powers as & corporation as provided in Code sectlions
450.302 and 480.303. Those powers include the power wuo sue
and be sued, have a seal, make and amend bylaws, acqgui:e
property, sell or dispose of property, enter inco purchase
security arrangements, make contracts, incur l:alilities.
1ssue notes and bonds, lend money, invest moaey, becowm. an
investor in another enterprise, conduct business, elove
directors, appoint officers and hire empicoyec., Da
and make donations. This bill repeals Code s=ulio

U

and provides those same powers expressly to cooper

Code section 501.107 provides that Code sections 4
through 499.1622 apply to cooperatives organized under Code
chapter 501. The sections provide for keeping corporate
records, the right of shareholders to inspect those records,
the authority of courts to order inspections, the preparalion
of financial statements for shareholders. and the submission
of reports to the secretary of state. This bill repeals Code
section 501,107 and rewrites those provisions intc new Code
sections in Code chapter 501.

Code section 501.408 provides that a cooperative may
indemnify an officer, emplcyee, or agent who 18 a party to &
legal proceeding 1n the same way that a corporation may
indemnlfy a director in the same cilrcumstances. Thoe section
provides for definitions, grants authority fto & corporation Lo
indemnily a director under circumstances, reguires
ipgdemnifigation In certain circumsiaaces, a.iows 100 sdvanag oo

a divector moneys for legal expenses, &liows

ndemnificaticn pursuani L& COUTL orcer, Zrovides Jiooo.uresn

o

Yor indemniiication, provides for ingemni
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495,70 apply to the mergers or censolidations. Those sections
provide for definitions, allow for merger and consolidation,
require a vote of the membersnip, provide for objections by
members and the payment of fair market value to dissenters,
provide for articles of merger or consolidation and the
issuance of a certificate of merger or consclidation, and
authorize abandonment prior to filing the articles of merger
or consolidation. This bill repeals Code secticn 501.602 and,
with some exceptions, rewrites the same provisions in Code

chapter 501.

Code section 5C1.604 provides for the dissolution of a
cooperative based on the same provisions which apply te
corporations under Code sectiong 4%0.1401 through 490.1440.
Those sections provide for dissocluticon by incorpcrators,
initial directcrs who have no:t issued stock, or a becard of
directors operating a functioning corporation; the filing of
articles of dissciution, a revocation of & dissolution, and ‘
the effect of the dissolution; prccedures for disposing of
known and unknown claims against the ccrporation; grounds for
administrative dissclution, procedures for and the effect of

an administrative dissolution, and reinstatement, including

appeal from a derial cf reinstatement; grounds for judicial

dissolution, procedures for judicial dissclution, and

procedures for appointing a receiver or custodian; entering a
decree of dissoclution; and depositing creditor assets with the
treasurer of state. This bill repeals Code section 501.604
and rewrites those provisions expressly fcr cooperatives as
part of Code chapter 501 with limited exceptions. The bill
does not include a provision requiring information in the
articles tc be separately provided for each voting group

entitled to vote separately on the plan to dissolve.

LEE 42118V 77
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i1 An Act relating to cooperatives organized under Code chapter 5C1.
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1 Amend Senate File 2404, as amended, passed, and

2 reprinted by the Senate, as follows:
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4 following:
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Section 1. Section 501.101, subsection 1, Ccde 1997, is

amended to read as follows:
1. "Articles" means the cooperative's articles cof

1

2

3

4 incorporation association.

5 Sec. 2. Section 501.101, subsection 2, paragraph b, Cocde
)

7

8

5

1997, is amended to read as follows:

b. An-individual-er-general-pertnership-that A person who
owns at least one hundred fifty acres of agricultural land and
receives as rent a share of the crops or the animals raised on

10 the land if these-crops-or-animats-are-a-sigrificent-component
11 ef~the-cooperativelts-businesa-eperations that person is a

12 pnatural person or a general partnership as organized under

13 chapter 486 in which all partners are natural persons.

14 Sec. 3. Section 501.101, subsection 4, Code 19%7, is

15 amended to read as follows:
16 4. T"Cooperative" means a cooperative corperstion
17 association organized under this chapter or ccnverted to this

18 chapter pursuant to section 501.601.

18 Sec. 4. Section 501.101, subsection 6, Code 1997, is
20 amended by adding the following new paragraph:

21 NEW PARAGRAPH. <c¢. A general partnership as organized
22 under chapter 486 in which all the partners are natural

23 persons actively engaged in farming as provided in section
24 9H.1.

25 Sec. 5. Section 501.101, subsections 7 through 9, Code
26 1997, are amended to read as follows:

27 7. "Member" means a person who owns a voting stock

28 interest in a cooperative,
29 8. HUSharehoider® "Interest holder” means a person who owns
30 stock an _interest in a cooperative, whether or not that seeck

31 interest has voting rights.
32 8. "Voting steek interest" means steek an interest in a

33 cooperative that has voting rights.
34 Sec. 6. Section 501.101, Code 1997, is amended by adding
the following new subsections:

@
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NEW SUBSECTION. 6A. "Interest"” means a voting interest or
other interest in a cooperative as described in the

cooperative's articles of association.

NEW SUBSECTION. 7A. "Membership" means the interest
established by a member owning a voting interest.

Sec. 7. Section 501.102, subsection 2, Code 1997, is
amended to read as follows:

2. Unless its articles provide otherwise, a cooperative
has perpetual duration and succession in its ecerporate
cooperative rame and has the same powers as an individual to

do all things necessary or convenient to carry out its
business and affairs, including, withoeue-iimitakion;-ati-of
the-powers~-enumerated-tn-sections-458-362-and-496<3083 but not
limited to, all of the following:

a. Sue and be sued, complain, and defend in its name.

b. EHave a seal, which may be altered at will, and use it,

or a facsimile of it, by impressing or affixing it or in any

other manner reproducing it.

c. Make and amend bylaws, not inconsistent with its

articles of association or with the laws of this state, for

managing the business and requlating the affairs of the

cooperative.

¢. Purchase, receive, lease, or otherwise acquire, and

own, nold, improve, use, and otherwise deal with, real or

personal property, or any legal or eguitable interest in

property, wherever located.

e. Sell, convey, mortgage, pledge, lease, exchange, and

otherwise dispose of all or any part of its prcperty.

£. Purchase, receive, subscribe for, or cotherwise acquire,

own, held, vote, use, sell, moritgage, lend, pledge, or

otherwise dispose ¢f, and deal in and with shares or other

interests in, or obligations of, any other entity.

g. Make contracts and gquarantees, incur liabilities,

borrow money, issue its notes, bonds, and other obligations,

which may be convertible into or include the option to

_2_.
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purchase other interests of the cooperative, and secure any of

its obligations by mortgage or pledge of any of its property,

franchises, or income.

h. Lend money, invest and reinvest its funds, and receive

and hold real and perscnal property as security for repayment.

i. Be a promoter, partner, member, associate, or manager

of any partnership, joint venture, trust, or other entity.

j. Conduct its business, locate offices, and exercise the

powers granted by this chapter within or without this state.

k. Elect directors and appoint officers, employees, and

agents of the cooperative, define their duties, fix their

compensation, and lend them money and credit.

1. Pay persions and establish pension plans, pension

trusts, profit-sharing plans, bonus plans, and benefit or

incentive plans for any or all of its current or former

directors, officers, employees, and agents.

m. Make donations for the public welfare or for

charitable, scientific, or educational purposes.

n. Transact any lawful business that will aid governmental

policy.
0. Make payments or donations, or do any other act, not

inconsistent with law, that furthers the business and affairs

0f the c¢ooperative.

Sec. 8. Section 501.103, subsections 1, 2, and 5, Code
Supplement 1997, are amended to read as follows:

l. Notwithstanding section 9H.4, any person or entity,
subject to the limitations set forth in section 501.305, and
subject to the cooperative'’s articles and bylaws, is permitted
to own steck interests, including voting stoek interests, in a
cooperative.

2. Notwithstanding section 9H.4, a cooperative may,
directly or indirectly, acquire or otherwise obtain or lease
agricultural land in this state, for as long as the
cooperative continues to meet the following requirements:

a. Farming entities own sixty percent of the steek

-3-
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interests and are eligible to cast sixty percent of the votes
at member meetings.

b. Authorized persons own at least seventy-five percent of
the stoek interests and are eligible to cast at least seventy-
five percent of the votes at member meetings.

c. The Coojt.)erative does not, either cli_g_ectlm

indirectly, acquire or otherwise obtain or lease agricultural

iand, if the total agricultural land either directly or

indirectly owned or leased by the coogeratiyg"wgglﬁmggmrﬂ

exceed six hundred fortx acres,

5. In the event of a transfer of ste=k an interest in a

cooperative by operation of law as a result of death, divorce,

bankruptey, or pursuant to & security interest, the
cooperative may disregard the transfer for purposes of
determining compliance with subsection 2 for a period of two
years after the transfer.

Sec. 9. Section 501,105, subsection 2, Code 1997, is
amended to read as follows:

2. Articles must be signed by all of the ineerperators
organizers; and all other documents filed with the secretary

of state must be signed by one of the cooperative's officers.
The printed name and capacity of each signatory must appear in
proximity to the signatory's signature. The secretary of
state may accept a document containing a copy of the
signature. A document is not required to contain a corporate
seal, an acknowledgment, or a verification.

Sec. 10. Section 501.106, subsection 2, unnumbered
paragraph 1, Ccde 1997, is amended to read as follows:

A cerpoaration cooperative may change its registzred office

or registered agent by delivering to the secretary of state
for filing a statement of change that sets forth all of the
following:

Sec. 1l. Section 501.106, Code 1997, is amended by adding
the following new subsections:

NEW SUBSECTION. 5. a. A registered agent may resign the

-4 -




s.r. 2dd u.r.

agent's agency appointment by signing and delivering to the
secretary of state for £iling the signed original statement of
resignation. The statement may include a statement that the
registered office is also discontinued. The registered agent
shall send a copy of the statement of resignation by certified
mail to the cooperative at its principal office and to the
registered office, if not discontinued. The registered agent

0~ B W

shall certify to the secretary of state that the copies have
9 been sent to the cooperative, inciuding the date the copies
10 were sent.

11 b. The agency appointment is terminated, and the

12 registered office discontinued if so provided, on the date on
13 which the statement was filed.

14 NEW SUBSECTION. 6. a. A cooperative's registered agent

15 is the cooperative's agent for service of process, notice, or
16 demand required or permitted by law to be served on the

17 cooperative.

18 b. If a cooperative has no registered agent, or the agent
19 cannot with reasonable diligence be served, the cooperative
20 may be served by registered or certified mail, return receipt
21 requested, addressed to the secretary of the cooperative at
22 1its principal office. Service is perfected under this

23 paragraph at the earliest of any of the following:

24 {1) The date that the cooperative receives the mail.

25 {2) The date shown on the return receipt, if signed on

26 behalf of the cooperative.

27 {3} Five days after its deposit in the United States mail,

28 as evidenced by the postmark, if mailed postpaid and correctly
29 addressed.

3¢ C. A cooperative may be served pursuant to this section or
31 as provided in other provisions of this chapter, unless the

32 manner of service is otherwise specifically provided for by

33 statute.

34 Sec. 12. Section 501.202, subsection 1, paragraph a, Code

1997, is amended to read as follows:

._5_
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a. The name, address, and cccupation of each tneorporater
organizer,

Sec. 13, Section 501.202, subsection 2, paragraph 4, Code
1997, is amended to read as follows:

d. The classes of stock interests and the authorized
number of shares interests ¢f each class,

Sec. 14. Section 501.306, Code 1987, is amended to read as
follows:

501.306 NUMBER OF VOTES.

& person who is a member or-sharehoides shall not own more
than one membership or-share-of-voting-steck. The person
shall be entitled to cast not more than one vote regarding any
matter in which a vote is conducted, including any matter
subject to a vote during a cocperative meeting.

Sec. 15. Secticn 501.403, subsection 2, paragraph e, Code
1997, is amended to read as follows:

e. Action required or permitted by this chapter to be
taken at a board meeting may be taken without a meeting if the
action is taken by all members of the board. The action must
be evidenced by one or more written consents describing the
action taken, signed by each directcr, and included in the
minutes or filed with the eerporete cooperative's records

reflecting the action taken. Action taken under this section
is effective when the last director signs the consent, unless
the consent specifies a different effective date. A consent
signed under this section has the effect of a meeting vote and
may be cdescribed as such in any document.

Sec. 16. Section 501.403, subsection 3, Code 15%7, is
amended to read as follows:

3. A director may waive any notice required by this
chapter, the articles, or the bylaws befcre or after the date
and time stated in the notice. The waiver must be in writing,
signed by the direcitor entitled to the notice, and filed with
the minutes or eorperste records of the cooperative. A

director's attendance at or participation in a meeting waives

_.6_
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any required notice to that director of the meeting unless the .
director at the beginning of the meeting or promptly upon the '
director's arrival objects to holding the meeting or
transacting business at the meeting and dces nct thereafter
vote for or assent to action taken at the meeting.
Sec. 17. Section 501.404, subsection 1, paragraph b, Code
Supplement 1997, is amended to read as follows:
b. The material facts of the transaction and the
director's interest were disclosed or known to the
sharenolders members antitled to vote and they authorized,
approved, or ratified the transaction. For purposes of this
paragraph, a conflict of interest transaction 1is authorized,
approved, or ratified if it receives a majority of the votes
entitled to be counted under this paragraph. Shares Voting
interests owned by or voted under the control of a director
who has a direct or indirect interest in the transaction, and
shares voting interests owned by or voted under the control of
an entity described in subsection 2, paragraph "a", shall not '
be counted in a vote of members to determine whether to

authorize, approve, or ratify a conflict of interest
transaction under this paragraph. The vote of those shares
voting interests, however, is counted in determining whether

the transaction is approved under other sections of this
chapter. A majority of the votes, whether or nct the
sharehetders members are present, that are entitled to be
counted in a vote on the transaction under this paragraph
constitutes a quorum for the purpose of taking action under
this paragraph.

Sec. 18. Section 501.407, unnumbered paragraph 1, Code
1997, is amended to read as follows:

The articles may contain a provision eliminating or
limiting the personal liability of a director, officer, or
sharehotder interest holder of the cooperative for monetary

damages for breach of a fiduciary duty as a director, officer,

or sharehotder interest holder, provided that the provision ‘

_7_
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does not eliminate or limit liability for any of the
following:

Sec. 19. Section 501.407, subsections 1 and 3, Code 1937,
are amended to read as follows:

1. A breach of the duty ¢f loyalty to the cooperative or
its sharemheitders interest holders.

3. A transaction from which the director, cfficer, or
sharehotder interest holder derives an improper personal

benefit.
PART B
INDEMNIFICATION
Sec. 20. NEW SECTION. 501.411 DEFINITIONS.
As used in this part, unless the context otherwise

requires:

1. "Cooperative" includes any domestic or foreign
predecessor entity of a cooperative in a merger or other
transaction in which the predecesseor's existence ceased upon
consummation of the transaction.

2. "Director" means an individual who is or was a director
of a cooperative or an individual who, while a director of a
cooperative, is or was serving at the cooperative's request as
a director, officer, partner, trustee, employee, ¢or agent of
another foreign or domestic cooperative, corporation,
partnership, joint venture, trust, employee benefit plan, cor
other enterprise. A director is considered to be serving an
employee benefit plan at the cooperative's request if the
director's duties to the cooperative also impose duties on, or
otherwise involve services by, that director to the plan or to
participants in or beneficiaries of the plan. "Director"
inciudes, unless the context reguires otherwise, the estate or
personal representative of a director.

3. "Expenses” include counsel fees.

4, "Liability" means the oblication to pay a judgment,
settlement, penalty, fine, including an exclse tax assessed
with respect to an employee benefit plan, or reasonable

-8-
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expenses incurred with respect to a proceeding. .
S. "Official capacity"” means:

3

a. When used with respect to a director, the office of
director in a cocperative.

b. When used with respect to an individual other than a
director, as contemplated in section 501.417, the office in a
cooperative held by the officer or the employment or agency
relationship undertaken by the employee or agent on behalf of
the cooperative.

"Official capacity" does not include service for any other

I

foreign or domestic cooperative or any corporation,
partnership, joint venture, trust, employee benefit plan, or

Pt
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other enterprise.
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6. "Party" includes an individual who was, is, or is
threatened to be made a named defendant or respondent in a

e
o\

proceeding.

[=
)

7. "Proceeding"” means any threatensd, pending, or
completed action, suit, or proceeding, whether civil, .
1
criminal, administrative, or investigative and whether formal

[ -
O W o

or informal,
Sec, 21. NEW SECTION. 501.412 AUTHORITY TO INDEMNIFY.
1. Except as provided in subsection 4, a cooperative may

L8]
=

(A B 8
LEE R 8

indemnify an individual made a party tc a proceeding because

L]
FY

the individual 1s or was a director against liability incurred

[\8]
un

in the proceeding if all of the following apply:

o
[,

a. The individual acted in good faith.
b. The individual reasonably believed either of the

LS I
@~

following:

[
o

{1) In the case of conduct in the individual's official

L
[

capacity with the cooperative, that the individual's conduct

Lo
-

was in the cooperative's best interests.

{at
[ 8]

{2} 1In all other cases, that the individual’'s conduct was

L
W

at least not opposed to the cooperative's best interests,

L
-8

Cc. In the case of any c¢riminal proceeding, the individual
had no reasonable cause to believe the individual's conduct '

w
o

_9_.



o B e o B Y - T S

I ST S R I N N O R R S S S T e R I S S
Y T O I B N = T - T T~ (Y B - IO SR

28

was unlawful.

2. A director's conduct with respect to an employee
benefit plan for a purpose the director reasonably believed to
be in the interestis of the participants in and beneficiaries
of the plan is conduct that satisfies the requirement of
subsection 1, paragraph "b", subparagraph (2).

3. The termination of a proceeding by judgment, corder,
settlement, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the
director did not meet the standard of conduct described in
this section.

4. A cooperative shall not indemnify a director under this
section in either of the following circumstances:

a. In connection with a proceeding by or in the right of
the cooperative in which the director was adjudged liable to
the cooperative.

b. In connection with any other proceeding charging
improper perscnal benefit to the director, whether or not
involving action in the director's official capacity, in which
the director was adjudged liable on the basis that personal
benefit was improperly received by the director.

5. Indemnification permitted under this section in
connecticn with a proceeding by or in the right of the
cooperative is limited to reasonable expenses incurred in
connection with the proceeding.

Sec. 22, NEW SECTIQON. 501.413 MANDATORY INDEMNIFICATION.

Unless limited by its articles of association, a
cooperative shall indemnify a director who was wholly
successful, on the merits or otherwigse, in the defense of any
proceeding to which the director was a party because the
director is or was a director of the cooperative against
reasonable expenses incurred by the director in connection
with the proceeding.

Sec. 23. NEW SECTION. 501.414 ADVANCE FOR EXPENSES.

1. A cocperative may pay for or reimburse the reasonable

=-10-
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expenses incurred by a director who is a party tc a proceeding .
in advance of final disposition of the proceeding if any of

the following apply:

a. The director furnishes the cooperative a written
affirmation of the director's good faith belief that the
director has met the standard of conduct described in section
501.412.

b. The director furnishes the cooperative a written
undertaking, executed personally or on the director's behalf,
to repay the advance if it is ultimately determined that the
director did not meet the standard of conduct described in
section 501.412.

c. A determination is made pursuant to section 501.416
that the facts then known to those making the determination
would not preclude indemnification under this part.

2. The undertaking required by subsecticon 1, paragraph
"b", must be an urlimited gereral obligation of the director
but need not be secured and may be accepted without reference
to financial ability to make repayment. '

3. Determinations and authorizations of payments under
this section shall be made in the manner specified in section
501.416.

Sec. 24. NEW SECTION. 501.415 CCURT-ORDERED
INDEMNIFICATION.

Unless a cooperative's articles of association provide

otherwise, a director of the cooperative who is a party to a
proceeding may apply for indemnification to the court
conducting the proceeding or to another court of competent
jurlsdiction. On receipt of an application, the court after
giving any notice the court considers necessary may order
indemnification if it determines either of the following:

1. The director is entitled to mandatory indemnification
under section 501.413, in which case the court shall also
order the cooperative to pay the director's reasonable
expenses lncurred to obtain court-ordered indemnification. '

-11-



[ e e .V - P I C R

2. The director is fairly and reasonably entitled to
indemnification in view of all the relevant circumstances,
whether or not the director met the standard of conduct set
forth in section 501.412 or was adjudged liable as described
in section 501.412, subsection 4, but if the director was
adjudged so liable the director's indemnification is limited
to reasonable expenses incurred.

Sec. 25. NEW SECTION. 501.416 DETERMINATION AND
AUTHORIZATION OF INDEMNIFICATION.

1. A cooperative shall not indemnify a director under

section 501.412 unless authorized in the specific case after a
determination has been made that indemnification of the
director is permissible in the circumstances because the
director has met the standard of conduct set forth in section
501.412.

2. The determination shall be made by any of the
following:

a. By the board of directors by majority vote of a gquorum
consisting of directors not at the time parties to the
proceeding.

. If a quorum cannot be obtained under paragraph "a", by
majority vote of a committee duly designated by the board of
directors, in which designation directors who are parties may
participate, consisting solely of two or more directors not at
the time parties to the proceeding.

c. By special legal counsel.

{1} The special legal counsel shall be selected by the
board of directors or its committee in the manner prescribed
in paragraph "a" or "b".

{2) If a quorum of the becard of directors cannct be
obtained under paragraph "a¥ and a committee cannot be
designated under paragraph "b", the special legal counsel
shall be selected by majority vote of the full board of

directors, in which selection directors who are parties may

participate.
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d. By the members, but voting interests owned by or voted
under the control of directors who are at the time parties to
the proceeding shall not be voted on the determination,

3. Authorization of indemnification and evaluation as to
reasonableness of expenses shall be made in the same manner as
the determination that indemnification is permissible, except
that if the determination is made by special legal counsel,
authorization of indemnification and evaluation as to
reasonableness of expenses shall be made by those entitled
under subsection 2, paragraph "c”, to select counsel.

Sec. 26. NEW SECTION. 501.417 INDEMNIFICATION OF

2 CFFICERS, EMPLOYEES, AND AGENTS.

Unless a cooperative's articles of association provide
otherwise, all of the following apply:

1. An officer of the cooperative who 1s not a director is
entitled to mandatory indemnification under section 501.413,

17 and is entitled to apply for court-ordered indemnification

18
19
20
21
22
23
24
25
26

28
29
30
31
32
33
34

under section 501.41%, in each case to the same extent as a
director.
2. The cooperative may indemnify and advance expenses

under this part to an officer, employea, or agent of the
cooperative who is not a director to the same extent as to a
director.

3. A cooperative may also indemnify and advance expenses
to an officer, employee, or agent who is not a director to the
extent consistent with law that may be provided by its
articles of assoclation, bylaws, general or specific action of
its board of directors, or contract.

Sec. 27. NEW SECTION. 501.418 INSURANCE.

A cooperative may purchase and maintain insurance on behalf
of an individual who is or was a director, officer, employee,

or agent of the cooperative, or who, while a director,
officer, employee, or agent of the cooperative, is or was
serving at the request of the cooperative as a director,
officer, partner, trustee, employee, or agent of another

_13-
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foreign or domestic cooperative, corporation, partnership,
joint venture, trust, emplcyee benefit plan, or other
enterprise, against liability asserted against or incurred by
that individual in that capacity or arising from the
individual's status as a director, officer, employee, or
agent, whether or not the cooperative would have power to
indemnify that individual against the same liability under
section 501.412 or 501.413.

Sec. 28. NEW SECTION. 501.419 APPLICATION OF THIS PART.

Except as limited in section 501.412, subsection ¢,

paragraph "a", and subsection 5 with respect to proceedings by
or in the right of the cooperative, the indemnification and
advancement of expenses provided by, or granted pursuant to,
sections 501,411 through 501.418 are not exciusive of any

advancement of expenses are entitled under a provision in the
articles of association or bylaws, agreements, vote of the
members or disinterested directors, or otherwise, both as to
action in a person's official capacity and as to action 1in
another capacity while holding the office. However, such
previsions, agreements, votes, or other actions shall not

previde indemnification for a breach of a director's duty of

loyalty to the cooperative or its interest hclders, for acts

i or omissions not in goecd faith or which invclve intentional

misconduct or knowing viclation of the law, or for a
transaction from which the person seeking indemnification
derives an improper personal benefit.

Sec. 29. Section 501.501, Code Supplement 1997, is amended
to read as folliows:

501.5C1 ISSUANCE AND TRANSFER OF S¥$e€K INTERESTS.

1. A cooperative may issue the number of sharee interests
of each class authorized by its articles. A cooperative may
issue fractional smares interests. Steck Interests may be

represented by certificates or by entry on the cooperative's

atearle interest record books.
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2. A member shall not sell or otherwise transfer voting
steck interests to any person. A member may be restricted or
limited from selling or otherwise transferring any other class
of steek interests of the cooperative as provided by the
cooperative's articles of ineorporation association or bylaws

or an agreement executed between the cooperative and the
member .

3. A cooperative may acqulre its own steek interests, and
shares interests so acquired constitute authorized but
unissued shares interests.

Sec. 30. Section 501.502, subsection 2, paragraph a, Code
Supplement 1997, is amended to read as follows:

a. The member has attempted to transfer steek any interest

to a person who is not a member and has not been approved for
membership.

Sec. 31. Secticn 501.502, subsection 4, Code Supplement
1997, 1s amended to read as follows:

4. The cooperative shall redeem, without interest, the
votling steek interest of a terminated member within one vear
after the termination of the membership for the fair market
value of the steek interest. If the amount originally paid by
the member for the voting steek interest was less than ten
percent of the total amount the member paid for all classes of
steock interests, the cooperative may redeem the voting stock

interest for its issue price if the cooperative's articles of

imeorporation association grant the cooperative this

authority.

Sec. 32. Section 501.502, subsection 5, unnumbered
paragraph 1, Code Supplement 1987, is amended to read as
follows:

The cooperative shall redeem, without interest, all of the
terminated member's allocated patronage refunds and preferred
stoeck interests originally issued as allocated patronage
refunds for the issue price as follows:

Sec. 33. Section 501.503, subsections 1 and 4, Code 1997,

-15-
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are amended to read as follows:
1. If the articles authorize the payment of éividends
distributions on a class of steek interests, then the

directors may declare dividends a distribution pursuant to the

articles. Brvidend=—may Distributions shall not exceed eight

percent of the value of the steck interest in each fiscal
year. The members may control the amount that is allocated
under this subsection.

4. The cooperative shall have an unconditional binding
obligation to distribute to the members all remaining net
savings as determined under the United States Internal Revenue
Code. These net savings shall be allocated to each member in
proportion to the business the member did with the cooperative
during the preceding fiscal year. The net savings may be
separately calculated for two or more categories of business,
and allocated to the members c¢n the basis of business done
within each of these categories. Net savings shall ke
distributed in the form of cash or steek interests, or a
combination of cash and steek interests, as determined by the
board.

Sec. 34. Section 501.6C3, subsection 2, Code 1997, is
amended to read as follows:

2. A cooperative may sell, lease, exchange, or otherwise
dispose of all, or substantially all, of its property, with or
without the good will, on the terms and conditions and for the
censideration determined by the board, which consideration may
include the preferrecd-stock interests of another cooperative,
if the board recommends the proposed transaction to the
members, and the members approve it by the vote of two-thirds
of the votes cast on a ballot in which a majority of all votes
are cast. The board may condition its submission of the
proposed transaction on any basis.

PART B
MERGER AND CONSOLIDATION BETWEEN COOPERATIVES
ORGANIZED UNDER THIS CHAPTER

_16...
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Sec. 35. NEW SECTION. 501.611 DEFINITIONS. .,

When used in this part, unless the context otherwise
requires:

1. “Consolidation® means the uniting of two or more
cooperatives organized under this chapter into one cooperative
organized under this chapter, in such manner that a new
cooperative is formed, and the new cooperative absorbs the
others, which cease to exist as separate entities.

2. "Dissenting member" means a voting member who votes in
opposition to the plan of merger or consolidation and who
makes a demand for payment of the fair value under section
501.815.

3. "Fair value" means the cash price that would be paid by
a willing buyer to a willing seller, neither being under any
compulsion to buy or sell.

4. "Issue price" means the amount paid for an interest in
the old cooperative or the amount stated in a notice of

allocation of patronage distributions. '
5. "“Merger" means the uniting of two or more cooperatives

organized under this chapter into one cooperative organized
under this chapter, in such manner that one of the merging
associations continues to exist and absorbs the others, which
cease to exist as entities., "Merger'" does not include the
acquisition, by purchase or otherwise, of the assets of one
cooperative by another, unless the acquisition only becomes
effective by the filing of articles of merger by the
cooperatives and the issuance of a certificate of merger
pursuant to sections 501.617 and 5061.618.

6. "New cooperative”™ is the cooperative resulting from the
consolidation of two or mcore cooperatives organized under this
chapter.

7. "Old cooperative" means the cooperative in which the
member owns or owned a membership prior to merger or
consolidation.

8. "Surviving cooperative" is the cooperative resulting ‘/

—17_
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from the merger of twoc or more cooperatives organized under
this chapter.
Sec. 36. NEW SECTION. 501.612 MERGER,

Any two or more cooperatives may merge into one cooperative

in the manner provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all members of each board, approve a plan
of merger which shall set forth all of the following:

1. The names of the cooperatives proposing to merge and
the name of the surviving cooperative.

2. The terms and conditions of the proposed merger.

3. A statement of any changes in the articles of
association of the surviving cooperative,

4. Other provisions deemed necessary or desirable.

Sec. 37. NEW SECTION. 501.613 CONSOLIDATION.

Any two or more cooperatives may be consolidated into a new

cooperative as provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all members of each board, approve 2 plan
of consolidation setting forth:

1. The names of the cocoperatives prcposing to consolidate
and the name of the new cooperative.

2. The terms and conditions of the proposed consoligation.

3. With respect to the new cooperative, all of the
statements required to be set forth in articles of association
for cocperatives.

4, Other provisions deemed necessary or desirable.

Sec, 38. NEW SECTION. 501.614 VOTE OF MEMBERS.

1. The board of directors of a cooperative, upon approving

a plan of merger or consolidation, shall, by motion or

resolution, direct that the plan be submitted to a vote at a
meeting of members, which may be either an annual or special
meeting. Written notice shall be given not less than twenty

: days prior to the meeting, either personally or by mail, to

each voting member of record. The notice shall state the

_18_..




LRV S

N S S R
'S R T ~ T~ T R R T

(o]

[P F B VL S VS D R T R 0% D I % N R S R S I SR S S S R L e
[SA - VI S O =" - I TS T o T ¥ 1 B - FURRY % B = I o AN A « I s

s.r. 2404 u.r.

time, place, and purpose of the meeting, and a summary of the
plan of merger or consolidation shall be included in or
enclosed with the notice.

2. At the meeting, a ballot of the members who are
entitled to vote in the affairs of the association shall be
taken on the proposed plan of merger or consolidation. The
plan of merger or consolidation shall be approved if two-
thirds of the members vote affirmatively on a ballot in which
a majority of all voting members participate. Voting may be
by mail ballot notwithstanding any contrary provision in the
articles of association or bylaws.

Sec. 39. NEW SECTION. 501.615 OBJECTION OF MEMBERS --
PURCHASE OF INTERESTS UPON DEMAND.

1. If a member of a cooperative which is a party to a

merger or consolidation files with the cooperative, prior to
or at the meeting of members at which the plan is submitted to
a vote, a written objection to the plan of merger or
consolidation, and votes in opposition to the plan, and the
member, within twenty days after the merger or consclidation
is approved by the other members, makes written demand on the
surviving or new cooperative for payment of the fair value of
that member's interest as of the day prior to the date on
which the vote was taken approving the merger or
consolidation, the surviving or new cooperative shall pay to
the member, upon surrender of that person's certificate of
membership or interests in the cooperative, the fair value of
that person's interest as provided in section 501.616. A
member who fails to make demand within the twenty-day period
is conclusively presumed to have consented to the merger or
consolidation and is bound by its terms.

2. In the event that a dissenting member does business
with the surviving or new cooperative before payment has been
made for that person's membership, the dissenting member is
deemed to have consented to the merger or consoclidation and to
have waived all further rights as a dissenting member.

_19-..
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Sec. 40. NEW SECTION. 501.616 VALUE DETERMINED.
1. Within twenty days after the merger or consolidation is

effected, the surviving or new cooperative shall make a
written offer to each dissenting member to pay a specified sum
deemed by the surviving or new cooperative to be the fair
value of that dissenting member's interest in the oid
cooperative. This cffer shall be accompanied by a balance
sheet of the old cooperative as of the latest available date,
a profit and loss statement of the old cooperative for the
twelve-month period ending on the date of the balance sheet,
and a l1ist of the dissenting member's interests in the old
cooperative. If the dissenting member does not agree that the
sum stated in the notice represents the fair value of the
member's interest, then the member may file a written
objection with the surviving or new cooperative within twenty
days after receiving the notice. A dissenting member who
fails tc file the objection within the twenty-day period is
conciusively presumed to have consented to the fair value
stated in the notice.

2. If the surviving or new cooperative receives any
objections tc fair values, then within ninety days after the
merger or consolidation 1s effected, the surviving or new
cooperative shall file a petition in district court asking
a finding and determination of the fair value of each type
equity. The action shall be tried as an eguitable action.

3. The fair value of a dissenting member's interest in
0ld cooperative shall be determined as of the day preceding
the merger or consolidation by taking the lesser of either the
issue price of the dissenting member's membership, deferred
patronage, and any other interests in the cooperative, or the
amount determined by subtracting the o¢ld cooperative's debts

from the fair market value of the old cooperative's assets,

dividing the remainder by the total issue price of all

memberships, deferred patronage and all other interests, and
then multiplying the quotient from this division by the total

-20-




issue price of a dissenting member's membership, deferred .

patronage, and other interests.

4. The surviving or new cooperative shall pay to each
dissenting member in cash within sixty days after the merger
or consolidation the amount paid in cash by the dissenting
member for that member's interest in the old cooperative. The
surviving or new cooperative shall pay the remainder of each
dissenting member's fair value in ten annual equal payments.
The final payment must be made not later than fifteen years
after the merger or consolidation. The value of the deferred
patrcnage or interests issued to evidence deferred patronage
shall be considered a liability of the surviving or new
cooperative as reflected in the accounts of the surviving or
new cooperative until the value of the deferred patronage or
interests issued to evidence deferred patronrage is paid in
full to the dissenting member. A dissenting member who is a
natural perscn who dies before receiving the fair value shall
have all of the person's fair value paid with the same .
priority as 1if the person was a member at the time of death. '

Sec. 41. NEW SECTION. 501.617 ARTICLES OF MERGER OR
CONSQOLIDATION.

Upon approval, articles of merger or articles of

consolidation shall be executed by each cooperative as
provided in section 501.105. The articles must include the
following:

1, The plan ¢f merger or the plan of consolidation.

2. As to each cooperative, the number of members.

3. As to each cooperative, the number of members who voted

for and against the plan at the meeting called for that
purpose.
The articles of merger or articles of consolidation shall
be delivered to the secretary of state for filing.
The secretary of state, upon the filing cf articles of
merger or articles of consolidation, shall issue a certificate
of merger or a certificate of consolidation and send the '
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certificate to the surviving or new cooperative, or to its
repregentative.
Sec. 42. NEW SECTION. 501.618 WHEN EFFECTIVE -- EFFECT.
A merger or consolidation shall beccme effective upon the

date that the certificate of merger or the certificate of
consolidation is issued by the secretary of state, or the
effective date specified in the articles of merger or articles
of consclidation, whichever is later.

When a merger or consolidation has become effective:

1. The several cooperatives which are parties to the plan
of merger or consolidation shall be a single cooperative,
which, in the case of a merger, shall be that cooperative
designated in the plan of merger as the surviving cooperative,
and, in the case of consolidation, shall be that cooperative
designated in the plan of consclidation as the new
cooperative.

2. The separate existence of all cooperatives which are
parties t¢ the plan of merger or consol:idation, except the
surviving or new cooperative, shall cease.

3. The surviving or new cocoperative shall have all the
rights, privileges, immunities, and powers and shall be
subject to all the duties and liabilities of a cooperative
organized under this chapter.

4. The surviving or new cooperative shall possess all the
rights, privileges, immunities, and franchises, public as well
as private, cf each of the merging or consoclidating
cooperatives.

5. All property, real, personal, and mixed, and all debts
due on whatever acccunt, including all choses in action, and
all and every other interest, of or belonging to or due t¢
each of the cooperatives merged or consolidated, shall be
transferred to and vested in the surviving or new cooperative
without further act or deed. The title to any real estate, or
any interest in real estate vested in any of the cooperatives
merged or consolidated, shall not revert or be in any way

_22_




impaired by reason of the merger or consolidation. .
6. A surviving or new cooperative shall be responsible and

liable for all obligations and liabilities of each of the

A W e

cooperatives merged or consolidated.
7. Any claim existing or action or proceeding pending by
or against any of the cooperatives merged or consolidated may
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be prosecuted as if the merger or consolidation had not taken
place, or the surviving or new cooperative may be substituted
for the merged or ccnsolidated ccoperative. Neither the
rights of creditors nor any liens upon the property of any
cooperative shall be impaired by a merger or consolidation.

8. In the case of a merger, the articles of association of
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the surviving cooperative shall be deemed to be amended to the

T

extent that changes in its articles of association are stated
in the plan of merger. In the case of a consolidation, the ‘

e

statements set forth in the articles of consolidation which

are required or permitted to be set forth in the articles of

asscociation of a2 ccooperative shall be deemed to be the .

original articles of association ¢f the new cooperative. d
9. The aggregate amount of the net assets of the merging

b
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or consolidating cooperative which was available for the
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payment of distributions immediately prior to the merger or
consolidation, to the extent that the amount is not
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transferred to stated capital by the issuance of interests or
otherwise, shall continue to be available for the payment of

[ S B 2 S
oW

distributions by the surviving or new cooperative.
Sec., 43. NEW SECTION. 501.619 ABANDONMENT BEFORE FILING.
At any time prior to the filing of the articles of merger
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cr consolidation, the merger cor consoliidation may be abandoned
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pursuant to provisions set forth in the plan of merger or
consolidation.
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SUBCHAPTER VII
RECORDS AND REPORTS
PART A
RECORDS

V5 I V% B ¥
L* 2 I N VN

.—23_




s.F. 2¥0Y wu.r.

Sec. 44. NEW SECTION. 501.701 RECORDS.
1. A cooperative shall keep as permanent records minutes

of all meetings of its members and board of directors, a
record of all actions taken by the members or board of
directors without a meeting, and a record of all actions taken
by a2 committee of the board of directors in place of the board
of directors on behalf of the cooperative.

2, A cooperative shall maintain appropriate accounting
records.

3. A cooperative or its agent shall maintain a record of
its interest holders in a form that permits preparation of a
list of the names and addresses of all interest helders in
aiphabetical order by class of interests showing the number
and class of interests held by each.

4. A cooperative shall maintain its records in written
form or in anothar form capable of conversion inte written
form within a reasonable time.

5. A cooperative shall keep a copy of the following
records:

a. Its articles or restated articles of association and
all amendments to them currently in effect.

b. Its bylaws or restated bylaws and all amendments to
them currently in effect.

¢. Resolutions adopted by its board of directors creating
one or more classes or series of interests, and fixing their
relative rights, preferences, and limitations, if the
interests issued pursuant to those resclutions are
outstanding.

d. The minutes of all members' meetings, and records of
all action taken by members without a meeting, for the past
three years,

e. All written communications to interest holders
generally within the past three years, including the financial
statements furnished for the past three years under section
501.711.

_.24_
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£f. A list of the names and business addresses of its .
current directors and officers. /
g. Its most recent biennial report delivered to the
secretary of state under section 501.713.
Sec. 45. NEW SECTICN. 501.702 INSPECTION OF RECORDS BY
INTEREST HOLDERS.
1. An interest holder of a cooperative is entitled to

inspect and copy, during regular business hours at the
cooperative's principal office, any of the records of the
cooperative described in section 501,701, subsection 5. if the
interest holder gives the cooperative written notice of the
interest holder's demand at least five business days before
the date on which the interest holder wishes to inspect and
copy.

2. An interest holder ¢f a cooperative is entitled to
inspect and copy, during regqular business hours at a
reasonable location specified by the cooperative, any of the
following records of the cooperative if the interest holder .
meets the requirements of subsection 3 and gives the ;
cooperative written notice of the interest holder's demand at
least five business days before the date on which the interest
holder wishes to inspect and copy any of the following:

a. Excerpts from minutes of any meeting of the board of
directors, records of any action of a committee of the board
of directors while acting in place of the board of directors
on behalf ¢f the cooperative, minutes of any meeting of the
members, and records of action taken by the members or board
of directors without a meeting, to the extent not subiject to
inspection under subsection 1 of this section.

b. Accounting records of the cooperative.

c. The record of interest holders.

3. An interest holder may inspect and copy the records
described in subsection 2 only if:

a. The interest holder's demand is made in good faith and

for a proper purpose. ‘
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b. The interest holder describes with reasonable
particularity the interest holder's purpose and the records
the interest holder desires to inspect.

c. The records are directly connected with the interest
holder's purpose.

4. The right of inspection granted by this secticn shall
not be abolished or limited by a cooperative's articles of
association or bylaws.

5. This section does not affect either of the following:

a. The right of a member to obtain information under
section 501.702 or the right of an interest hclder to obtain
information, if the interest holder 1s in litigation with the
cooperative, to the same extent as any other litigant.

b. The power of a court, independently of this chapter, to
compel the production of cooperative records for examination.

Sec. 46. NEW SECTION. 501.703 SCOPE OF INSPECTION RIGHT.

1. An interest holder's agent or attorney has the same

inspection and copying rights as the interest holder the agent
or attorney represents,

2. The right to copy records under section 501.762
includes, if reasonable, the right to receive coples made by
photographic, xerographic, or other technologicel means.

-~

3. The cooperative may impose a reasonable charge,

: covering the costs of labor and material, for copies of any

documents provided to the interest holder. The charge shall
not exceed the estimated cost of production or reproduction of
the records.

4. The cooperative may comply with an interest holder's
demand to inspect the record of interest holders under section
501.702, subsection 2, paragraph "c¢", by providing the
interest holder with a list of its interest holders that was

2 compiled no earlier than the date of the interest holder's

3 demand.

Sec. 47. NEW SECTION. 501.704 COURT-CRDERED INSPECTION.
l. If a cooperative does not allow an interest holder who
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complies with section 501.702, subsection 1, to inspect and .
copy any records required by that subsection to be available
for inspection, the district court of the county where the

cooperative's principal office or, if none in this state, its

(V22 - W VO S I

registered office is located may summarily order inspection
and copying of the records demanded at the cooperative's
expense upon application of the interest holder.

2. 1f a cooperative does not within a reasonable time

Ate N+ o TR B« o

allow an interest holder to inspect and copy any other

1¢ records, the interest holder who complies with section

11 501.702, subsections 2 and 3, may apply tc the district court
12 in the county where the cooperative's principal office or, if
13 not in this state, its registered office is located for an

14 order to permit inspection and copying of the records

15 demanded. The court shall dispose of an application under

16 this subsection on an expedited basis.

17 3. If the court orders inspection and ccpying of the

18 records demanded, it shall alsc order the cooperative to pay .
19 the interest holder's costs, including reascnable counsel

20 fees, incurred to obtain the order unless the cooperative

21 proves that it refused inspection in good faith because it had
22 a reasonable basis for doubt about the right of the interest
23 holder to inspect the records demanded.

24 4. If the court orders inspection and copying of the

25 records demanded, it may impose reasonable restrictions con the
26 use or distribution of the recorés by the demanding interest

27 holder.
28 PART B
29 REPCRTS

30 Sec. 48. NEW SECTION. 501.711 FINANCIAL STATEMENTS FOR
31 INTEREST HOLDERS.
32 A cooperative shall prepare annual financial statements,

33 which may be consolidated or combined statements of the
34 cooperative and one or more of its subsidiaries, as

35 appropriate, that include a balance sheet as of the end of the
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fiscal year and an income statement for that year. Upon
written request from an interest holder, a cooperative, at its
expense, shall furnish to that interest holder the financiail
statements requested. If the annual financial statements are
reported upon by a pubiic accountant, the report must
accompany the financial statements.

Sec. 49. NEW SECTION. 501.712 OTHER REPORTS TO INTEREST
HOLDERS.

1. 1If a cooperative indemnifies or advances expenses to a
director under sections 501.412 through 501.415 in connecticn
with a proceeding by or in the right of the cooperative, the
cooperative shall report the indemnification or advance in
writing to the members with or before the notice of the next
members' meeting.

2. If a cooperative issues or authorizes the issuance of
interests for promissory notes or for promises to render
services in the future, the cooperative shall report in
writing to the members the number of interests authorized or
issued, and the consideration received by the cooperative,
with or before the notice of the next members' meeting.

Sec. 56. NEW SECTION. 501.713 ANNUAL REPORT FOR
SECRETARY OF STATE.

1. Each cooperative authorized to transact business in

this state shall deliver to the secretary of state for {iling
an annu&l report that sets forth all of the following:

a. The name of the cooperative.

. The address of its registered office and the name of
its registered agent at that office in this state, togetﬁer
with the consent of any new registered agent.

c. The address of its principal office.

d. The names and addresses of the president, secretary,
treasurer, and one member of the board of directors.

2. Informaticn ii the annual report must be current as cf
the first day of January of the year in which the revort is

5 due. The report shall be executed on behalf of the
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cocoperative and signed as provided in section 501.105 or by
any other person authorized by the bcard of directors of the
cooperative.

3. The first annual report shall be delivered to the
secretary of state between January 1 and April 1 of the first
even-numbered year following the calendar year in which a
cooperative was organized. Subseguent annual reports must be
delivered to the secretary cf state between January 1 and
April 1 of the following calendar years. A filing fee for the
annual report shall be determined by the secretary of state.

4. 1If an annual report does not contain the information
required by this section, the secretary of state shall
promptly notify the reporting cocperative in writing and
return the report to the cooperative for correction.

5. The secretary of state may provide for the change of
registered office or registered agent on the form prescribed
by the secretary of state for the annual report, provided that
the form contains the information required in section 501.106.
If the secretary of state determines that an annual report
does not contain the informaticn required by this section but
otherwise meets the requirements of section 501.106 for the
purpose of changing the registered office or registered agent,
the secretary of state shall file the statement of change of
registered office or registered agent, effective as provided
in section 501.105%, before returning the biennial report to
the cooperative as provided in this section., A statement of
change of registered office or agent pursuant to this
subsection shall be executed by a person authorized to execute
the annual report.

DIVISION VIII
DISSOLUTION
PART A
GENERAL

Sec. 51. NEW SECTION. 501.801 DISSOLUTION BY ORGANIZERS
OR INITIAL DIRECTORS.
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A majority of the organizers or initial directors of a
cooperative that bhas not 1ssued interests or has not commenced
business may dissolve the cooperative by delivering to the
secretary of state for filing articles of dissolutlen that
forth all of the following:

1. The name of the cooperative.

2. The date of its organizatiocon.

3. Either of the following:

a. That none of the cooperative's interests have besen
issued.

b. That the cooperative has not commenced business.

4. That no debt of the cooperative remains unpaid.

5. That the net assets of the cooperative remaining after
winding up have been distributed in accordance with this
chapter and the articles of association of the cooperative.

6. That a majority of the organizers or initial directors
authorized the dissolution.

Sec. 52. NEW SECTION., 501.802 DISSOLUTICN BY BOARD CF
DIRECTORS AND MEMBERS.

1. A cooperative's board of directors may propose

dissolution for submission to the members.

2. For a proposal to dissolve to be adopted both of the
foliowing must apply:

a. The board of directors must recommend dissolution to
tne members unless the board of directors determines that
because of conflict of interest or other special circumstances
it should make no recommendation and communicates the basis
for its determination to the members.

b. The members entitled toc vote must approve the proposal
tc dissolve as provided in subsection 5.

3. The board of directors may condition its submission of
the proposal for dissolution on any basis.

4. The ccoperative shall notify each member of a meeting
to consider dissolution in accordance with section 501.302.
The notice must also state that the purpose, or one of the
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purposes, of the meeting 1s to consider dissolving the
cooperative.

5. Unless the articles of association or the board of
directors acting pursuant to subsection 3 reqguire a greater
vote or a vote by voting groups, the propocsal to dissolve must
be approved by a majority of all the votes entitled to be cast
on that proposal in order to be adopted.

Sec. 53. NEW SECTION. 501.803 ARTICLES OF DISSOLUTION.

1. At any time after dissolution is authorized, the

cooperative may dissolve by delivering tc the secretary of
state for filing articles of dissolution setting forth all
the following:

a. The name of the cooperative.

b. The date dissolution was authorized.

c. If dissclution was approved by the members, both of
following:

{1} The number of votes entitled to be cast ¢on the
proposal to dissolve.

{2) Either the total number of votes cast for and against
dissolution or the total number of undisputed votes cast for
dissolution and a statement that the number cast for
dissolution was sufficilent for approval.

2. A cooperative is dissolved upon the effective date of
its articles of dissolution.

Sec. 54. NEW SECTION. 501.804 REVOCATION OF DISSOLUTION.

1. A cooperative may revoke its dissolution within one
hundred twenty days ¢f the effective date of the dissolution.

2. Revocation of dissolution must be authorized in the

same manner as the dissoliution was authorized unless that
authorization permitted revocation ty action of the board of
directors alecne, in which event the board of directors may
revoke the dissolution without member action.

3. After thne revocation of dissolution is-authorized, the
cooperative may revoke the dissolution by delivering to the
secretary of state for filing articles of revocation of
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dissolution, tcgether with a copy of its articles of
dissolution, that set forth all of the following:

a. The name of the cooperative.

b. The effective date of the dissolution that was revoked.

¢. The date that the revocation of dissolution was
authorized.

d. If the cooperative's board of directors or crganizers
revoked the dissolution, a statement to that effect.

e. If the cooperative's board of directors revoked a
dissolution authorized by the members, a statement that
revocation was permitted by action by the board of directors
alone pursuant to that authorization.

f. If member action was reguired to revoke the
dissolution, the information required by section 501.803;
subsection 1, paragraph "c".

4, Revocation of dissolution is effective upon the
effective date of the articles of revocation of dissolutien.
5. When the revocation of dissolution is effective, it
relates back to and takes effect as of the effactive date of

the digsolution as if the dissolution had never occurread.

Sec. 55. NEW SECTION. 501.805 EFFECT OF DiSSOLUTION.

1. A dissolved cooperative continues its existence but

1

shall not carry on any business except that appropriate to
wind up and ligquidate its business and affairs, including any
of the following:

a. Collecting its assets.

b. Disposing of its properties that will not be
distributed in kind in accordance with this chapter and the
cooperative's articles of association,

c. Discharging or making provision for discharging its
liabilities.

é. Distributing its remaining property in accordance with
this chapter and the cooperative's articles of association.

e. Doing every other act necessary to wind up and
liguidate its business and affairs.
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2. Dissolution of a cooperative does not do any of the
following:

a. Transfer title to the cooperative's property.

b. Prevent transfer of its interestis, although the
authorization to dissolve may provide for closing the
cooperative's interest transfer records.

¢. Subject its directors or officers to standards of
conduct different from those prescribed in section 501.406.

d. Change quorum or voting requirements for 1ts board of
directors or members; change provisions for selection,
resignation, or removal of its directors or cfficers cr both;
or change provisions for amending its bylaws.

e, Prevent commencement of a proceeding by or against the
cooperative in its name.

f. Abate or suspend 2 proceeding pending by or against the
cooperative on the effective date of dissolution.

g. Terminate the avthority of the registered agent of the
cooperative.

Sec. 56. NEW SECTION. 5C01.8C5A DISTRIBUTION CF ASSETS.

Upon the cooperative's dissolution, the cooperative's

assets shall first be used to pay expenses necessary to carry
out the dissclution and liquidation of assets, then be used to
pay the cooperative's obligaticns cother than the payment of
deferred patronage or interests issued as deferred patronage,
and the remainder shall be paid in the manner set forth in the
cooperative's articles of asscciation.

Sec. 57. NEW SECTION. 501.806 KNOWN CLAIMS AGAINST
DISSOLVED COOPERATIVE.

1. A dissolved cooperative may dispose of the known claims

against it by following the procedure described in this
section.

2. The dissclved cooperative shall notify its known
claimants in writing of the dissclution at any time after the
effective date of the dissolution. The written notice must do
2ll of the following:
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a. Describe information that must be included in a claim.

b. Provide a mailing address where a claim may be sent.

c. State the deadline, which shall not be fewer than one
hundred twenty days from the effective date of the written
notice, by which the dissolved cooperative must receive the
claim.

d. State that the claim will be barred if not received by
the deadline.

3. A claim against the dissolved cooperative is barred if
either of the following occur:

2. A clalmant who was given written notice under
subsection 2 does not deliver the claim to the dissolved
cooperative by the deadline.

b. A claimant whose claim was rejected by the dissolved
cooperative does not commence a proceeding to enforce the
¢laim within ninety days from the effective date of the
rejection notice.

4, For purposes of this section, “claim" does not include
a contingent liability or a claim based on an event occurring
after the effective date of dissolution.

Se¢. 58. NEW SECTION. 501.807 UNKNOWN CLAIMS AGAINST
DISSOLVED COOPERATIVE.

1. A dissolved cooperative may alsc publishn notice of its

: dissolution and reguest that persons with claims against the
cooperative present them in accordance with the netice.
2. The notice must meet all of the following requirements:
2. Be published one time in a newspaper of general

circulation in the county where the dissclved cooperative's
principal office or, if not in this state, its registered

office is or was last located.

b. Describe the information that must be included in a
claim and provide a malling address where the claim may be
sent,

c. State that a claim against the cooperative will be
barred unless a proceeding to enforce the claim is commenced
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within five years after the publication of the notice.

3. If the dissolved cooperative publishes a newspaper
notice in accordance with subsection 2, the claim of each of
the following claimants is barred unless the claimant
commences a proceeding to enforce the claim against the
dissolved cooperative within five years after the publication
date of the newspaper notice:

a. A claimant who did not receive written notice under
section 501.806.

b. A claimant whose claim was timely sent to the dissolved
cooperative but not acted on.

c. A claimant whose claim is contingent or based on an
event occurring after the effective date of dissolution.

4. A claim may be enforced under this section in either of
the following ways:

a. Against the dissolvad cooperative, tc the extent of its
undistributed assets.

b. If the assets have been distributed in liquidation,
against an interest holder cof the dissolved cocperative to the
extent of the interest holder's pro rata share of the claim or
the cooperative assets distributed to the interest holder in
liquidation, whichever is less, but an interest holder's total
liability for all claims under this section shall not exceed
the total amount of assets distributed to the interest holder
in liquidation.

PART B
ADMINISTRATIVE DISSOLUTION

Sec., 59. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATIVE
DISSOLUTION.

The secretary of state may commence a proceeding under

section 501.812 to administratively dissolve a cooperative if
any of the following apply:

1. The cooperative has not delivered an annual repcri to
the secretary of state in a form that meets the requirements
of section 501.7132, within sixty days after it is due, or has
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not paid the filing fee as determined by the secretary of
state, within sixty days after it is due.

2. The cooperative 1s without a registered agent or
registered office in this state for sixty days or more.

3. The cooperative does not notify the secretary of state
within sixty days that its registered agent or registered
office has been changed, that its registered agent has
resigned, or that 1its registered office has been discontinued.

4. The cooperative's period of duration stated in its
articles of association expires.

Sec. 60. NEW SECTION. 501.812 PROCEDURE FOR AND EFFECT
Or ADMINISTRATIVE DISSCLUTION.

1. If the secretary of state determines that one or more

grounds exist under section 501.811 for dissolving a
cooperative, the secretary of state shall serve the
cooperative with written notice of the secretary of state's
determination under section 581.106.

2. If the cooperative does not correct =ach ground for
édissolution or demonstrate to the reasonable satisfacticn of
the secretary of state that each ground determined by the
secretary of state does not exist within sixty days after
service of the notice is perfected under section 501.106, the
secretary of state shall administratively dissolve the
cooperative by signing a certificate of dissclution that
recites the ground or grounds for dissolution and its
effective date. The secretary of state shall file the
original of the certificate and serve a copy on the
cooperative under section 501.106.

3. A cooperative administratively dissolved continues its
existence but shall not carry on any business except that
necessary to wind up and liquidate its business and affairs
under section 501.805 and notify claimants under sections
501.806 and 501.807.

4. The administrative dissolution of a cooperative does
not terminate the authority of its registered agent.
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5. The secretary of state's administrative dissolution of

a cooperative pursuant to this section appoints the secretary ‘
of state the cooperative's agent for service of process in any
proceeding based on a cause of action which arose during the
time the cooperative was authorized to transact business in
this state. Service of process on the secretary of state
under this subsection is service on the cooperative. Upon
receipt of process, the secretary of state shall serve a copy
of the process on the cooperative as provided in section
501.106. This subsection does not preclude service on the
cooperative's registered agent, if any.

Sec. 61. NEW SECTION. 501.813 REINSTATEMENT FOLLOWING
ADMINISTRATIVE DISSOLUTION.

l. A cooperative administratively dissolved under section
501.812 may apply to the secretary of state for reinstatement
within two years after the effective date of dissolution. The
application must meet all of the following requirements:

a. Recite the name of the cocperative at its date of
dissolution and the effective date of its administrative

dissolution.

b. State that the ground or grounds for dissolution have
been eliminated.

c. tate a name that satisfies the requirements of section
5¢1.104.

d. State the federal tax identification number of the
cooperative.

2. a. The secretary of state shall refer the federal tax
identification number contained in the application for
reinstatement to the department of revenue and finance. The
department of revenue and finance shall report toc the
secretary of state the tax status of the cooperative. If the
department reports to the secretary of state that a filing
delinguency or liability exists against the cooperative, the
secretary of state shall not cancel the certificate of
dissolution until the filing delinquency or liability is ' j

-
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satisfied.

b. If the secretary of state determines that the
application contains the information regquired by subsection 1,
and that a delinguency or liability reported pursuant to
paragraph "a" has been satisfied, and that the information is
correct, the secretary of state shall cancel the certificate
of dissoclution and prepare a certificate of reinstatemeni that
recites the secretary of state's determination and the
effective date of reinstatement, file the original of the
certificate, and serve a copy on the cooperative under section
501.106. If tne name of the cooperative as provided in
subsection 1, paragrapn "c¢", is different than the name in
subsection 1, paragraph "a", the certificate of reinstatement
shall constitute an amendment to the articles of association
inscofar as it pertains to the name.

3. When the reinstatement is effective, it relates back to
and takes effect as of the effective date of the
administrative dissolution as if the administrative
disscolution had never occurred,

Sec. 62. NEW SECTION., 501.814 APPEAL FRCM DENIAL OF
REINSTATEMENT.

1. If the secretary of state denies a cooperative's

application for reinstatement following administrative
dissolution, the secretary of state shall serve the
cocperative under section 501.106 with a written nctice that
explains the reason or reasons for denigzl.

2. The cooperative may appeal the denial of reinstatement
to the district court within thirty days after service of the
notice of denial is perfected. The cooperative appeals by
petitioning the court to set aside the dissolution and
attaching to the petition copies of the secretary of state's

2 certificate of dissclution, the cooperative's application for

reinstatement, and the secretary of state's notice of denial.
3. The court may summarily order the secretary of state to
reinstate the dissolved cooperative or may take other action
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the court considers appropriate.
4, The court's final decision may be appealed as in other
civil proceedings.
PART C
JUDICIAL DISSOLUTION
Sec. 63. NEW SECTION. 501.821 GROUNDS FCR JUDICIAL
DISSOLUTION.

The district court may dissolve a cooperative in any of the

following ways:

1. A proceeding by the attorney general, if it is
established that either of the following apply:

a. The cooperative obtained its articlecs of association
through fraud.

b. The ccoperative has continued Lo exceed cr abuse the
authority conferred upon it by law.

2. & proceeding by a member if it is established that any
of the following conditions exist:

a. The directors are deadlocked in the management of the
cooperative's affairs, the members are unable to break the
deadlock, and either irreparable injury to the cooperative is
threatened or being suffered, or the husiness and affairs of

the cooperative can no longer be conducted to the advantage of

the interest holders generally, because cf the deadlock.

b. The directors or those in control of the cooperative
have acted, are acting, or will act in a manner that is
illegal, oppressive, or fraudulent.

c. The members are deadlocked in voting power and have
failed, for a period that includes at least twoc consecutive
annual meeting dates, to elect successors to directors whose
terms have expired.

d. The cooperative's assets are being misapplied or
wasted.

3. A proceeding by a creditor if it is established that
either of the following apply:

a. The creditor's ciaim has been recduced to judgment, the
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execution on the judgment returned unsatisfied, and the
cooperative is insolvent.

b. The cooperative has admitted in writing that the
creditor's claim is due and cowing and the cooperative is
insolvent.

4. A proceeding by the cooperative to have its voluntary
dissolution continued under court supervision.

Sec. 64. NEW SECTION, 5€1.822 PRCCEDURE FOR JUDICIAL
DISSOLUTIOCN.

1. Venue for a proceeding by the attorney general to

dissolve a cooperative lies in Polk county district court.
Venue for a proceeding brought by any other party named in
section 501.821 lies in the county where a cooperative's
principal office or, if not in this state, its registered
office is or was last located.

2. It is not necessary to make interest holders parties to
a proceeding to dissolve a cooperative unless relief is sought
against them individually.

3. A court in a proceeding brought to dissolve a
cooperative may issue injunctions, appoint a receiver or
custodian pendente lite with all powers and duties the court
directs, take other action required to preserve the
cooperative's assets wherever located, and carry on the
business of the ccoperative until a full hearing can be held.

Sec. 65. NEW SECTION. 561.823 RECEIVERSHIP OR

CUSTODIANSHIP.
1. A court in a judicial proceeding brought to dissolve a

cooperative may appoint one or more receivers to wind up and
liguidate, or one or more custodians to manage, the business
and affairs of the cooperative. The court shall hold a
hearing, after notifying all parties to the proceeding and any
interested persons designated by the court, before appointing
a receiver or custodian. The court appointing a receiver or
custodian has exclusive jurisdiction over the cooperative and

all i1ts property wherever located.
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2. The court may appoint an individuai or a domestic or
foreign corporation authorized to transact business in this
state as a receiver or custodian. The court may require the
receiver or custodian to post bond, with or without sureties,
in an amount the court directs.

3. The court shall describe the powers and duties of the
receiver or custodian in its appointing order, which may be
amended from time to time,

a. Among other powers, the receiver may do any of the
following:

{1) Dispose of all or any part of the assets of the
cooperative wherever lccated, at 2 public or private sale. if
authorized by the court.

{2} BSue and defend in the regeiver's own name as receiver

~

of the cooperative in all courts of this state.

b. The custodiar may exercise all cf the powers of the
cooperative, through or in place of its board of directors or
officers, to the esxtent necessary to manage the affairs of the
cooperative 1in the best interests cf its interest holders and
creditors.

4. The court during a receivership may redesignate the
receiver a custodian, and during a custodianshir may
radesignate the custodian a receiver, if doing so is in the
best interests of the cooperative, its interest holders, and
creditors.

5. The court from time to time during the receivership or
custodlanship may order compensation paid and expense
disbursements or reimbursements made to the receiver or
custodian and the receiver's or custodian's counsel from the
assets of the cooperative or proceeds from the sale of the
assets.

Sec. 66. NEW SECTION. 501.824 DECREE OF DISSCLUTION.

1. 1If after a hearing the court determines that one or

more grounds for judicial dissolution described in section

501.821 exist, it may enter a decree dissolving the
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cooperative and specifying the effective date of the
dissclution, and the clerk of the district court shall deliver
a certified copy of the decree to the secretary of state. whe
shall file it.

2. After entering the decree of dissolution, the court
shall direct the winding up and liquidation cf the
cooperative's business and affairs in accordance with section
501.805 and the notification of claimants in accordance with
sections 501,806 and S5051.807.

PART D
STATE TREASURER

Sec. 67. NEW SECTION. 501.831 DEPOSIT WITH STATE
TREASURER.

Assets of a dissolved cooperative that should be

transferred to a creditor, claimant, or interest holder of the
cooperative who cannct be found or who is not competent to
receive them shall be reduced to cash and deposited with the
treasurer of state or other appropriate state official for
safekeeping. When the creditor, claimant, or interest holder
furnishes satisfactory proof of entitlement to the amount
deposited, the treasurer of state or other appropriate state
official shall pay the creditor, claimant, or interest hcider
or that person's representative the amount,

Sec. 68. Sections 501.107 and 501.602, Ccde 1%%7, are
repealed. Sections 501.408 and 501.604, Code Supplement 1997,
are repealed.

SF 2404
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Amend Senate File 2404, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 42, by inserting after line 26 the
following:

“Sec. . EFFECTIVE DATE. This Act, being deemed
of i1mmediate importance, takes effect upen enactment.”

2. Title page, line 1, by inserting after the
figure "501" the following: "and providing an
effective date™.
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Section'l. Section 501.101, subsection 1, Code 1997, is
amended to read as follows:

1. "Articles" means the cooperative's articles of
tncorporation association.

Sec. 2. Section 501.101, subsection 2, paragraph b, Code
1997, is amended to read as follows:

b. AaAn-individuai-or-generai-partnership-that A person who

owns at least one hundred fifty acres of agricultural land and

receives as rent a share of the crops or the animals raised on
the land if those-creps-or—-animals-are-a-significant-compenent
of-the-cooperativeils-business-operattons that person is a

natural person or a general partnership as organized under

chapter 486 in which all persons are natural persons.
Sec. 3. Section 501.101, subsection 4, Code 1997, is
amended to read as follows:

association organized under this chapter or converted to this

4. “Cooperative" means a cooperative ecorporat:ion .

chapter pursuant to section 501.601.

Sec. 4. Section 501.101, subsection 6, Code 1997, is
amended by adding the following new paragraph:

NEW PARAGRAPH, c¢. A general partnership as organized
under chapter 486 in which all the partners are natural

persons actively engaged in farming as provided in section
9H.1.

Sec. 5. Section 501.101, subsections 7 through $, Code
1997, are amended to read as follows:

7. "Member" means a person who owns a voting stock
interest in a cooperative.

8. USharehoider® "Interest holder" means a person who owns

steek an interest in a cooperative, whether or not that steecik

interest has voting rights.
9, "Voting steek interest" means steek an interest in a

cooperative that has voting rights,
Sec. 6. Section 501.102, subsection 2, Code 1997, is
amended to read as follows:
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2. Unless its articles provide otherwise, a cooperative

has perpetual duration and succession in its corporate
cooperative name and has the same powers as an individual to

do all things necessary or convenient to carry out its
business and affairs, including, withoeut-iimitationy;-alki-ef
the-powers-enumerated-in-sections-490-302-and-456-363 but not
limited to, all of the following:

a. Sue and be sued, complain, and defend in its name.

b. Have a seal, which may be altered at will, and use it,

or a facsimile of it, by impressing or affixing it or in any

other manner reproducing it.

c. Make and amend bylaws, not inconsistent with its

articles of association or with the laws of this state, for

managing the business and requlating the affairs of the

cooperative.
d. Purchase, receive, lease, or otherwise acquire, and
own, hold, improve, use, and otherwise deal with, real or

personal property, or any legal or equitable interest in

property, wherever located.
e. Sell, convey, mortgage, pledge, lease, exchange, and
otherwise dispose of all or any part of its property.

f. Purchase, receive, subscribe for, or otherwise acquire,

own, hold, vote, use, sell, mortgage, lend, pledge, or
otherwise dispose of, and deal in and with shares or other

interests in, or obligations of, any other entity,

g. Make contracts and guarantees, incur liabilities,

borrow money, issue its notes, bonds, and other obligations,

which may be convertible into or include the option to

purchase other interests of the cooperative, and secure any of

its obligations by mortgage or pledge of any of its property,
franchises, or income.

h. Lend money, invest and reinvest its funds, and receive
and hold real and personal property as security for repayment.

i, Be a promoter, partner, member, assoclate, or manager

of any partnership, joint venture, trust, or other entity.

-
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j. Conduct its business, locate offices, and exercise the

powers granted by this chapter within or without this state.

k. Elect directors and appoint officers, employees, and

agents of the cooperative, define their duties, fix their

compensation, and lend them money and credit.

1. Pay pensions and establish pension plans, pension

trusts, profit sharing plans, share bonus plans, share option

plans, and benefit or incentive plans for any or all of its

current or former directors, officers, employees, and agents.

m, Make donations for the public welfare or fer

charitable, scientific, or educational purposes.

n. Transact any lawful business that will aid governmental

policy.
0. Make payments or donations, or do any other act, not

inconsistent with law, that furthers the business and affairs

of the cooperative.
Sec. 7. Section 501.103, subsections 1, 2, and S5, Code
Supplement 1997, are amended to read as follows:

1. Notwithstanding section 9H.4, any person or entity,
subject to the limitations set forth in section 501.305, and
subject to the cooperative's articles and bylaws, is permitted

to own steek interests, including voting steek interests, in a

cooperative.

2. Notwithstanding section 9H,4, a cooperative may,
directly or indirectly, acquire or otherwise obtain or lease
agricultural land in this state, for as long as the
cooperative continues to meet the following requirements:

a. Farming entities own sixty percent of the stoek
interests and are eligible to cast sixty percent of the votes
at member meetings.

b. Buthorized persons own at least seventy-five percent of
the steeck interests and are eligible to cast at least seventy-
five percent of the votes at member meetings.

€. The cooperative does not, either directly or
indirectly, acquire or otherwise obtain or lease agricultural
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landy-3f-the-tetai-agricuiturat-tand-either-drrectiy-or
indirectiy-owned-or-ieased-by-the-cooperative-wouid-then
exceed-six-hundred-forty in this state in excess of one

thousand five hundred acres.
S. In the event of a transfer of steek an interest in a

cooperative by operation of law as a result of death, divorce,

bankruptcy, or pursuant to a security interest, the
cooperative may disregard the transfer for purposes of
determining compliance with subsection 2 for a period of two
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years after the transfer.

Sec. 8. Section 501.105, subsection 2, Code 1997, 1is
amended to read as follows:

2. Articles must be signed by all of the inecorporators
organizers; and all other documents filed with the secretary

o e
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of state must be signed by one of the cooperative's officers.
The printed name and capacity of each signatory must appear in
proximity to the signatory's signature. The secretary of
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state may accept a document containing a copy of the
signature. A document is not required to contain a corporate

[ I o
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seal, an acknowledgment, or a verification.

21 Sec. 9. Section 501.106, subsection 2, unnumbered

22 paragraph 1, Code 1997, is amended to read as follows:

23 A corporation cooperative may change its registered office
24 or registered agent by delivering to the secretary of state
25 for filing a statement of change that sets forth all of the
26 following:

27 Sec. 10. Section 501.106, Code 1997, is amended by adding
28 the following new subsections:

29 NEW SUBSECTION. 5. a. A registered agent may resign the
30 agent's agency appointment by signing and delivering to the

w
et

secretary of state for filing the signed original statement of

W
[,S]

resignation. The statement may include a statement that the
registered office is also discontinued. The registered agent
shall send a copy of the statement of resignation by certified
mail to the cooperative at its principal office and to the

I
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»ob W
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registered office, if not discontinued. The registered agent
shall certify to the secretary of state that the copies have
been sent to the cooperative, including the date the copies

were sent,

b. The agency appeintment is terminated, and the
registered office discontinued if so provided, on the date on
which the statement was filed.

NEW SUBSECTION. 6. a. A cooperative's registered agent
is the cooperative's agent for service of process, notice, or

demand required or permitted by law to be served on the
cooperative.

b. If a cooperative has no registered agent, or the agent
cannct with reasonable diligence be served, the cooperative
may be served by registered or certified mail, return receipt
requested, addressed to the secretary of the cooperative at
its principal office. Service is perfected under this
paragraph at the earliest of any of the following:

(1} The date that the cooperative receives the mail.

{2) The date shown on the return receipt, if signed on
behalf of the cooperative.

(3} Five days after its deposit in the United States mail,
as evidenced by the postmark, if mailed postpaid and correctly
addressed.

c. A cooperative may be served pursuant to this section or
as provided in other provisions of this chapter, unless the
manner of service is otherwise specifically provided for by
statute.

Sec. 11. Section 501.202, subsection 1, paragraph a, Code
1997, is amended to read as follows:

a. The name, address, and occupation of each tncorperator
Qrganizer.

Sec. 12. Section 501.202, subsection 2, paragraph d, Code
1997, is amended to read as follows:

d. The classes of steek interests and the authorized
number of shares interests of each class.

-5
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Sec. 13. Section 501,306, Code 1997, is amended to read as
follows:

501.306 NUMBER OF VOTES.

A person who is a member er-sharehoider shall not own more

than one membership er-share-of-voting—steck. The person
shall be entitled to cast not more than one vote regarding any
matter in which a vote is conducted, including any matter
subject to a vote during a cooperative meeting.

Sec. 14. Section 501.403, subsection 2, paragraph e, Code
1997, is amended to read as follows:

e, Action required or permitted by this chapter to be
taken at a board meeting may be taken without a meeting if the
action is taken by all members of the board. The action must
be evidenced by one or more written consents describing the
action taken, signed by each director, and included in the
minutes or filed with the ecorporate cooperative's records
reflecting the action taken. Action taken under this section
is effective when the last director signs the consent, unless
the consent specifies a different effective date. A consent
signed under this section has the effect of a meeting vote and

may be described as such in any document.

Sec. 15. Section 501.403, subsection 3, Code 1997, is
amended to read as follows:

3. A director may waive any notice required by this
chapter, the articles, or the bylaws before or after the date
and time stated in the notice. The waiver must be in writing,
signed by the director entitled to the notice, and filed with
the minutes or corporate records of the cooperative. A
director's attendance at or participation in a meeting waives
any required notice to that director of the meeting unless the
director at the beginning of the meeting or promptly upon the
director's arrival objects to holding the meeting or

transacting business at the meeting and does not thereafter
vote for or assent to action taken at the meeting.
Sec. 16. Section 501.404, subsection 1, paragraph b, Code
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Supplement 1997, is amended to read as follows:

b. The material facts of the transaction and the
director's interest were disclosed or known to the
sharehotders members entitled to vote and they authorized,
approved, or ratified the tramsaction. For purposes of this
paragraph, a conflict of interest transaction is authorized,
approved, or ratified if it receives a majority of the votes
entitled to be counted under this paragraph. Shares Voting
interests owned by or voted under the control of a director
who has a direct or indirect interest in the transaction, and
shares voting interests owned by or voted under the control of

an entity described in subsection 2, paragraph "a", shall not
be counted in a vote of members to determine whether to
authorize, approve, or ratify a conflict of interest
transaction under this paragraph. The vote of those shares
voting interests, however, is counted in determining whether

the transaction is approved under other sections of this
chapter. A majority of the votes, whether or not the
sharehoiders members are present, that are entitled to be
counted in a vote on the transaction under this paragraph
constitutes a quorum for the purpose of taking action under
this paragraph.

Sec. 17. Section 501.407, unnumbered paragraph 1, Code
1997, is amended to read as follows:

The articles may contain a provision eliminating or
limiting the personal liability of a director, officer, or
sharehetder interest holder of the cooperative for monetary

damages for breach of a fiduciary duty as a director, officer,
or sharehoider interest holder, provided that the provision

does not eliminate or limit liability for any of the
following: .

Sec. 18. Section 501.407, subsections 1 and 3, Code 1997,
are amended to read as follows:

1. A breach of the duty of loyalty to the cooperative or
its sharehoiders interest holders.

_7.-
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3. A transaction from which the director, officer, or
shareholder interest holder derives an improper personal

benefit.
PART B
INDEMNIFICATION
Sec. 19. NEW SECTION. 501.411 DEFINITIONS.
As used in this part, unless the context otherwise

requires:

l. "Cooperative" includes any domestic or foreign
predecessor entity of a cooperative in a merger or other
transaction in which the predecessor's existence ceased upon
consummation of the transaction.

2. "Director" means an individual who is or was a director
of a cooperative or an individual who, while a director of a
cooperative, is or was serving at the cooperative's request as
a director, officer, partner, trustee, employee, or agent of
another foreign or domestic cooperative, partnership, joint
venture, trust, employee benefit plan, or other enterprise. A
director is considered to be serving an employee benefit plan
at the cooperative's request if the director's duties to the
cooperative also impose duties on, or otherwise involve
services by, that director to the plan or to participants in
or beneficiaries of the plan. "Director" includes, unless the
context requires otherwise, the estate or personal
representative of a director.

3. "Expenses" include counsel fees.

4. "Liability" means the obligation to pay a judgment,
settlement, penalty, fine, including an excise tax assessed
with respect to an employee benefit plan, or reasonable
expenses incurred with respect to a proceeding.

5. "Official capacity" means:

a. When used with respect to a director, the office of
director in a cooperative.

b. When used with respect to an individual other than a
director, as contemplated in section 501.417, the office in a

-8-
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cooperative held by the officer or the employment or agency
relationship undertaken by the employee or agent on behalf of
the cooperative.

“Official capacity" does not include service for any other
foreign or domestic cooperative or any partnership, joint
venture, trust, employee benefit plan, or other enterprise.

6. "Party" includes an individual who was, is, or is
threatened to be made a named defendant or respondent in a
proceeding,

7. "“Proceeding" means any threatened, pending, or
completed action, suit, or proceeding, whether civil,
criminal, administrative, or investigative and whether formal
or informal.

Sec. 20, NEW SECTION. 501.412 AUTHORITY TO INDEMNIFY.

1. Except as provided in subsection 4, a cooperative may

indemnify an individual made a party to a proceeding because
the individual is or was a director against liability incurred .
in the proceeding if all of the following apply:
a. The individual acted in good faith.
b. The individual reasonably believed either of the
following:
{1) In the case of conduct in the individual's official
capacity with the cooperative, that the individual's conduct
was in the cooperative's best interests.
(2) In all other cases, that the individual's conduct was
at least not opposed to the cooperative's best interests.
c. In the case of any criminal proceeding, the individual
had no reasonable cause to believe the individual's conduct
was unlawful,
2, A director's conduct with respect to an employee
benefit plan for a purpose the director reasonably believed to
be in the interests of the participants in and beneficiaries
of the plan is conduct that satisfies the requirement of
subsection 1, paragraph "b", subparagraph (2). .]
3. The termination of a proceeding by judgment, order,

-9-
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settlement, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the
director did not meet the standard of conduct described in
this section.

4. A cooperative shall not indemnify a director under this
section in either of the following circumstances:

a. In connection with a proceeding by or in the right of
the cooperative in which the director was adjudged liable to
the cooperative.

b. In connection with any other proceeding charging
improper personal benefit to the director, whether or not
involving action in the director's official capacity, in which
the director was adjudged liable on the basis that personal
benefit was improperly received by the director.

S. Indemnification permitted under this section in
connection with a proceeding by or in the right of the
cooperative is limited to reasonable expenses incurred in
connection with the proceeding.

Sec. 21. NEW SECTION. 501,413 MANDATORY INDEMNIFICATION.

Unless limited by its articles of association, a

cooperative shall indemnify a director who was wholly
successful, on the merits or otherwise, in the defense of any
proceeding to which the director was a party because the
director is or was a director of the cooperative against
reasonable expenses incurred by the director in connection
with the proceeding.

Sec. 22. NEW SECTION. 501.414 ADVANCE FOR EXPENSES.

1. A cooperative may pay for or reimburse the reasonable

expenses incurred by a director who is a party to a proceeding
in advance of final disposition of the proceeding if any of
the following apply:

a. The director furnishes the cooperative a written
affirmation of the director's good faith belief that the
director has met the standard of conduct described in section
501.412,.

-10-
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b. The director furnishes the cooperative a written
undertaking, executed personally or on the director's behalf,
to repay the advance if it is ultimately determined that the
director did not meet the standard of conduct described in
section 501.412.

c. A determination is made pursuant to section 501.416
that the facts then known to those making the determination
would not preclude indemnification under this part.

2. The undertaking required by subsection 1, paragraph
"b", must be an unlimited general obligation of the director
but need not be secured and may be accepted without reference
to financial ability to make repayment.

3. Determinations and authorizations of payments under
this section shall be made in the manner specified in section
501.416.

Sec. 23. NEW SECTION. 501.415 COURT-ORDERED
INDEMNIFICATION.

Unless a cooperative's articles of association provide

otherwise, a director of the cooperative who is a party to a
proceeding may apply for indemnification to the court
conducting the proceeding or to another court of competent
jurisdiction., On receipt of an application, the court after
giving any notice the court considers necessary may order
indemnification if it determines either of the following:

l. The director is entitled to mandatory indemnification
under section 501.413, in which case the court shall also
order the cooperative to pay the director's reasonable
expenses incurred to obtain court-ordered indemnification.

2. The director is fairly and reasonably entitled to
indemnification in view of all the relevant circumstances,
whether or not the director met the standard of conduct set
forth in section 501.412 or was adjudged liable as described
in section 501.412, subsection 4, but if the director was
adjudged so liable the director's indemnification is limited
to reasonable expenses incurred.

-11-




Sec. 24. NEW SECTION. 501.416 DETERMINATION AND
AUTHORIZATION OF INDEMNIFICATION.
1. A cooperative shall not indemnify a director under

section 501.412 unless authorized in the specific case after a

determination has been made that indemnification of the
director is permissible in the circumstances because the
director has met the standard of conduct set forth in section
501.412.

2. The determination shall be made by any of the
folliowing:

a. By the board of directors by majority vote of a quorum
consisting of directors not at the time parties to the
proceeding.

b. If a quorum cannot be obtained under paragraph "a", by
majority vote of a committee duly designated by the board of
directors, in which designation directors who are parties may
participate, consisting solely of two or more directors not at
the time parties to the proceeding.

c. By special legal counsel.

{1) The special legal counsel shall be selected by the
board of directors or its committee in the manner prescribed
in paragraph "a" or "b".

(2) I1If a quorum of the board of directors cannot be
obtained under paragraph "a" and a committee cannot be
designated under paragraph "b", the special legal counsel
shall be selected by majority vote of the full board of
directors, in which selection directors who are parties may
participate.

d. By the members, but voting interests owned by or voted
under the control of directors who are at the time parties to
the proceeding shall not be voted on the determination.

3. Authorization of indemnification and evaluation as to
reasonableness of expenses shall be made in the same manner as
the determination that indemnification is permissible, except
that if the determination is made by special legal counsel,

-12-




authorization of indemnification and evaluation as to
reasonableness of expenses shall be made by those entitled
under subsection 2, paragraph "¢", to select counsel.

Sec. 25. NEW SECTION. 501.417 INDEMNIFICATION OF
OFFICERS, EMPLOYEES, AND AGENTS.

Unless a cooperative's articles of association provide
otherwise, all of the following apply:

1. an officer of the cooperative who is not a director is

W OO~ s W

entitled to mandatory indemnification under section 501.413,
and is entitled to apply for court-ordered indemnification
under section 501.415, in each case to the same extent as a

O
O S

director.
2. The cooperative may indemnify and advance expenses

o
S W

under this part to an officer, employee, or agent o0f the

[
5

cooperative who is not a director to the same extent as to a

=
TN

director.
3. A cooperative may also indemnify and advance expenses .
to an officer, employee, or agent who is not a director to the
extent permitted by law and provided by its articles of
association, bylaws, general or specific action of its board

LS T T e
L - B e B

of directors, or contract.
Sec. 26. NEW SECTION., 501.418 INSURANCE.
A cooperative may purchase and maintain insurance on behalf

N
3%

[
()

of an individual who is or was a director, officer, employee,

NN
o

or agent of the cooperative, or who, while a director,

[\~
=,

officer, employee, or agent of the cooperative, is or was

[\~ ]
~J

serving at the request of the cooperative as a director,

N
[+ 2]

officer, partner, trustee, employee, or agent of another

N
[¥+]

foreign or domestic cooperative, partnership, joint venture,

W
Q

trust, employee benefit plan, or other enterprise, against
liability asserted against or incurred by that individual in
that capacity or arising from the individual's status as a

W oW W
w N -

director, officer, employee, or agent, whether or not the

W
-9

cooperative would have power to indemnify that individual
against the same liability under section 501.412 or 501,413,

(8]
w
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Sec. 27. NEW SECTION. 501.419 APPLICATION OF THIS PART.
Except as limited in section 501.412, subsection 4,

paragraph "a", and subsection 5 with respect to proceedings by
or in the right of the cooperative, the indemnification and
advancement of expenses provided by, ¢r granted pursuant to,
sections 501.411 through 501.418 are not exclusive of any
other rights to which persons seeking indemnification or
advancement of expenses are entitled under a provision in the
articles of association or bylaws, agreements, vote of the
members or disinterested directors, or otherwise, both as to
action in a person's official capacity and as to action in
another capacity while holding the office. However, such
provisions, agreements, votes, or other actions shall not
provide indemnification for a breach of a director’'s duty of
loyalty to the cooperative or its interest holders, for acts
or omissions not in good faith or which involve intentional
misconduct or knowing violation of the law, for a transaction
from which the person seeking indemnification derives an
improper personal benefit, or for liability under section
501.407.

Sec. 28. Section 501.501, Code Supplement 1997, is amended
to read as follows:

S01.50)1 ISSUANCE AND TRANSFER OF SPe€kKk INTERESTS.

1. A cooperative may issue the number of shares interests
of each class authorized by its articles. A cooperative may
issue fractional shares interests. Stoek Interests may be
represented by certificates or by entry on the cooperative's
stoek interest record books.

2. A member shall not sell or otherwise transfer voting

stoeck interests to any person. A member may be restricted or
limited from selling or otherwise transferring any other class
of atoek interests of the cooperative as provided by the

cooperative's articles of ineerporation association or bylaws

or an agreement executed between the cooperative and the
member.
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3. A cooperative may acquire its own steeck interests, and
shares interests so acquired constitute authorized but
unissued shares interests,

Sec. 29. Section 501.502, subsection 2, paragraph a, Code
Supplement 1997, is amended to read as follows:

a. The member has attempted to transfer steek any interest

to a person who is not a member and has not been approved for
membership.

Sec. 30. Section 501.502, subsection 4, Code Supplement
1997, is amended to read as follows:

4. The cooperative shall redeem, without interest, the
voting stoek interest of a terminated member within one year
after the termination of the membership for the fair market
value of the steek interest. If the amount originally paid by
the member for the voting steek interest was less than ten
percent of the total amount the member paid for all classes of
stoek interests, the cooperative may redeem the voting steek
interest for its issue price if the cooperative's articles of
itncorporatien association grant the cooperative this

authority.

Sec. 31. Section 501.502, subsection 5, unnumbered
paragraph 1, Code Supplement 1997, is amended to read as
follows:

The cocoperative shall redeem, without interest, all of the
terminated member's allocated patronage refunds and preferred
stock interests originally issued as allocated patronage
refunds for the issue price as follows:

Sec. 32, Section 501.503, subsections 1 and 4, Code 1997,
are amended to read as follows:

l. 1If the articles authorize the payment of dividends
distributions on a class of steeck interests, then the

directors may declare dividends a distribution pursuant to the
articles. Pividends-may Distributions shall not exceed eight
percent of the value of the steck interest in each fiscal
year. The members may control the amount that is allocated
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under this subsection.

4. The cooperative shall have an unconditional binding
obligation to distribute to the members all remaining net
savings as determined under the United States Internal Revenue

‘Code. These net savings shall be allocated to each member in

proportion to the business the member did with the cooperative
during the preceding fiscal year. The net savings may be
separately calculated for two or more categories of business,
and allocated to the members on the basis of business done
within each of these categories. Net savings shall be
distributed in the form of cash or steck interests, or a
combination of cash and steek interests, as determined by the

board.
Sec. 33. Section 501.603, subsection 2, Code 1997, is
amended to read as follows:

2. A cooperative may sell, lease, exchange, or otherwise
dispose of all, or substantially all, of its property, with or
without the good will, on the terms and conditions and for the
consideration determined by the board, which consideration may
include the preferred-stock interests of another cooperative,
if the board recommends the proposed transaction to the
members, and the members approve it by the vote of two-thirds
of the votes cast on a ballot in which a majority of all votes
are cast. The board may condition its submission of the
proposed transaction on any basis,

PART B
MERGER AND CONSOLIDATION BETWEEN COOPERATIVES
ORGANIZED UNDER TH1S CHAPTER

Sec. 34, NEW SECTION. 501.611 DEFINITIONS.

When used in this part, unless the context otherwise
requires:

1. "Consolidation" means the uniting of two or more

cooperatives organized under this chapter into one cooperative
organized under this chapter, in such manner that a new
cooperative is formed, and the new cooperative absorbs the

~16~
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others, which cease to exist as separate entities.

2. "Dissenting member" means a voting member who votes in
opposition to the plan of merger or consolidation and who
makes a demand for payment of the fair value under section
501.615.

3. “Fair value" means the cash price that would be paid by
a willing buyer to a willing seller, neither being under any
compulsion to buy or sell.

4. "Issue price"” means the amount paid for an interest in
the old cooperative or the amount stated in a notice of
allocation of patronage dividends.

5. "Merger" means the uniting of two or more cooperatives
organized under this chapter into one cooperative organized
under this chapter, in such manner that one of the merging
associations continues to exist and absorbs the others, which
cease to exist as entities. "Merger" does not include the
acquisition, by purchase or otherwise, of the assets of one
cooperative by another, unless the acqguisition only becomes
effective by the filing of articles of merger by the
cooperatives and the issuance of a certificate of merger
pursuant to sections 501.617 and 501.618.

6. "New cooperative" is the cooperative resulting from the
consolidation of two or more cooperatives organized under this
chapter.

7. "0ld cooperative" means the cooperative in which the
member owns or owned a membership prior to merger or
consolidation,

8. "Surviving cooperative” is the cooperative resulting
from the merger of two or more cooperatives organized under
this chapter.

Sec. 35. NEW SECTION, 501.612 MERGER.

Any two or more cooperatives may merge into one cooperative

in the manner provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all members of each board, approve a plan

_17_
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of merger which shall set forth all of the following:

1. The names of the cooperatives proposing to merge and
the name of the surviving cooperative.

2, The terms and conditions of the proposed merger.

3. A statement of any changes in the articles of
association of the surviving cooperative.

4. Other provisions deemed necessary or desirable.

Sec. 36. NEW SECTION. 501.613 CONSOLIDATION.

Any two or more cooperatives may be consolidated into a new

cooperative as provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all members of each board, approve a plan
of consolidation setting forth:

1. The names of the cooperatives proposing to consolidate
and the name of the new cooperative.

2. The terms and conditions of the proposed consolidation.

3. With respect to the new cooperative, all of the
statements required to be set forth in articles of association
for cooperatives.

4. Other provisions deemed necessary or desirable.

Sec. 37. NEW SECTION. 501.614 VOTE OF MEMBERS.

1. The board of directors of a cooperative, upon approving
a plan of merger or consolidation, shall, by motion or
resolution, direct that the plan‘be submitted to a vote at a

meeting of members, which may be either an annual or special
meeting. Written notice shall be given not less than twenty
days prior to the meeting, either personally or by mail, to
each voting member of record. The notice shall state the
time, place, and purpose of the meeting, and a summary of the
plan of merger or consolidation shall be included in or
enclosed with the notice.

2. At the meeting, a ballot of the members who are
entitled to vote in the affairs of the association shall be
taken on the proposed plan of merger or consolidation. The
plan of merger or consolidation shall be approved if two-
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thirds of the members vote affirmatively on a ballot in which
a majority of all voting members participate. Voting may be

by mail ballot notwithstanding any contrary provision in the

articles of association or bylaws.

Sec. 38. NEW SECTION. 501.615 OBJECTION OF MEMBERS --
PURCHASE OF INTERESTS UPON DEMAND,

1. If a member of a cooperative which is a party to a
merger or consolidation files with the cooperative, prior to
or at the meeting of members at which the plan is submitted to
a vote, a written objection to the plan of merger or
consolidation, and votes in opposition to the plan, and the
member, within twenty days after the merger or consclidation
is approved by the other members, makes written demand on the
surviving or new cooperative for payment of the fair value of
that member's interest as of the day prior to the date on
which the vote was taken approving the merger or
consolidation, the surviving or new cooperative shall pay to
the member, upon surrender of that person’'s certificate of

membership or interests in the cooperative, the fair value of
that person's interest as provided in section 501.616. A
member who fails to make demand within the twenty-day period
is conclusively presumed to have consented to the merger or
consolidation and is bound by its terms.

2. In the event that a dissenting member does business
with the surviving or new cooperative before payment has been
made for that person's membership, the dissenting member is
deemed to have consented to the merger or consolidation and to
have waived all further rights as a dissenting member,

Sec. 39. NEW SECTION. 501.616 VALUE DETERMINED.

1. Within twenty days after the merger or consolidation is
effected, the surviving or new cooperative shall make a

written offer to each dissenting member to pay a specified sum
deemed by the surviving or new cooperative to be the fair
value of that dissenting member's interest in the old
cooperative. This offer shall be accompanied by a balance
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sheet of the old cooperative as of the latest available date,
a profit and loss statement of the old cooperative for the
twelve-month period ending on the date of the balance sheet,
and a list of the dissenting member's interests in the old
cooperative, If the dissenting member does not agree that the
sum stated in the notice represents the fair value of the
member's interest, then the member may file a written
objection with the surviving or new cooperative within twenty
days after receiving the notice. A dissenting member who
fails to file the objection within the twenty-day period is
conclusively presumed to have consented to the fair value
stated in the notice.

2. 1If the surviving or new cooperative receives any
cbjections to fair values, then within ninety days after the
merger or consolidation is effected, the surviving or new
cooperative shall file a petition in district court asking for
a finding and determination of the fair value of each type of
equity. The action shall be tried as an equitable action.

3. The fair value of a dissenting member's interest in the
old cooperative shall be determined as of the day preceding
the merger or consolidation by taking the lesser of either the
issue price of the dissenting member's membership, deferred
patronage dividends, and any other interests in the
cooperative, or the amount determined by subtracting the old
cooperative's debts from the fair market value of the old
cooperative's assets, dividing the remainder by the total
issue price of all memberships, deferred patronage dividends
and all other interests, and then multiplying the quotient
from this division by the total issue price of a dissenting
member's membership, deferred patronage, and other interests.

4. The surviving or new cooperative shall pay to each
dissenting member in cash within sixty days after the merger
or consolidation the amount paid in cash by the dissenting
member for that member's interest in the old cooperative. The

surviving or new cooperative shall pay the remainder of each
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dissenting member's fair value in ten annual equal payments.
The final payment must be made not later than fifteen years
after the merger or consolidation., The value of the deferred
patronage dividends or interests issued to evidence deferred
patronage dividends shall be considered a liability of the
surviving or new cooperative as reflected in the accounts of
the surviving or new cooperative until the value of the

patronage dividends or interests issued to evidence deferred

patronage dividends is paid in full to the dissenting member.
Sec. 40. NEW SECTION. 501.617 ARTICLES OF MERGER OR
CONSOLIDATION.
Upon approval, articles of merger or articles of
consolidation shall be executed by each cooperative as
provided in section 501.105. The articles must include the

following:

1. The plan of merger or the plan of consolidation.

2. As to each cooperative, the number of individuals or
cooperatives entitled to vote.

3. As to each cooperative, the number of individuals or
cooperatives who voted for and against the plan at the meeting
called for that purpose.

The articles of merger or articles of consolidation shall
be delivered to the secretary of state for filing.

The secretary of state, upon the filing of articles of
merger or articles of consolidation, shall issue a certificate
of merger or a certificate of consolidation and send the
certificate to the surviving or new cooperative, or to its
representative.

Sec. 41. NEW SECTION. 501.618 WHEN EFFECTIVE -- EFFECT.

A merger or consolidation shall become effective upon the
date that the certificate of merger or the certificate of
consolidation is issued by the secretary of state, or the

effective date specified in the articles of merger or articles
of consolidation, whichever is later.
When a merger or consolidation has become effective:
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l. The several cooperatives which are parties to the plan
of merger or consolidation shall be a single cocoperative,
which, in the case of a merger, shall be that cooperative
designated in the plan of merger as the surviving cooperative,
and, in the case of consolidation, shall be that cooperative
designated in the plan of consolidation as the new
cooperative.

2. The separate existence of all cooperatives which are
parties to the plan of merger or consolidation, except the
surviving or new cooperative, shall cease.

3, The surviving or new cooperative shall have all the
rights, privileges, immunities, and powers and shall be
subject to all the duties and liabilities of a cooperative
organized under this chapter.

4. The surviving or new cooperative shall possess all the
rights, privileges, immunities, and franchises, public as well
as private, of each of the merging or consolidating
cooperatives,

5. All property, real, personal, and mixed, and all debts
due on whatever account, including all cheses in action, and
all and every other interest, of or belonging to or due to
each of the cooperatives merged or consolidated, shall be
transferred to and vested in the surviving or new cooperative
without further act or deed. The title to any real estate, or
any interest in real estate vested in any of the cooperatives
merged or consolidated, shall not revert or be in any way
impaired by reason of the merger or consolidation.

6. A surviving or new cooperative shall be responsible and
liable for all obligations and liabilities of each of the
cooperatives merged or consolidated.

7. Any claim existing or action or proceeding pending by
or against any of the cooperatives merged or consolidated may
be prosecuted as if the merger or consolidation had not taken
place, or the surviving or new cooperative may be substituted
for the merged or consolidated cooperative. Neither the
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rights of creditors nor any liens upon the property of any
cooperative shall be impaired by a merger or consolidation.

8. In the case of a merger, the articles of association of
the surviving cooperative shall be deemed to be amended to the
extent that changes in its articles of association are stated
in the plan of merger. In the case of a consolidation, the
statements set forth in the articles of consolidation which
are required or permitted to be set forth in the articles of
association of a cooperative shall be deemed to be the
original articles of association of the new cooperative.

9. The aggregate amount of the net assets of the merging
or consolidating cooperative which was available for the
payment of distributions immediately prior to the merger or
consolidation, to the extent that the amount is not
transferred to stated capital by the issuance of interests or
otherwise, shall continue to be available for the payment of
dividends by the surviving or new cooperative.

Sec. 42, NEW SECTION. 501.61% ABANDONMENT BEFORE FILING.

At any time prior to the filing of the articles of merger
or consolidation, the merger or consolidation may be abandoned

pursuant to provisions set forth in the plan of merger or
consolidation.
SUBCHAPTER VII
RECORDS AND REPORTS
PART A
RECORDS
Sec. 43. NEW SECTION. 501.701 RECORDS.
1. A cooperative shall keep as permanent records minutes

of all meetings of its members and board of directors, a
record of all actions taken by the members or board of
directors without a meeting, and a record of all actions taken
by a committee of the board of directors in place of the board
of directors on behalf of the cooperative.

2, A cooperative shall maintain appropriate accounting
records.




W o ~ o bW

W W W W W W NN NN NN NN e e e e
L I~ I~ - - - T S B . ¥ R S PV ST L~ - B - - IS R+ SR Y B - A VU S e -

S.F. H.F.

3. A cooperative or its agent shall maintain a record of
its interest holders in a form that permits preparation of a
list of the names and addresses of all interest holders in
alphabetical order by class of shares showing the number and
class of interests held by each.

4. A cooperative shall maintain its records in written
form or in another form capable of conversion into written
form within a reasonable time.

5. A cooperative shall keep a copy of the following
records:

a. Its articles or restated articles of association and
all amendments to them currently in effect.

b. 1Its bylaws or restated bylaws and all amendments to
them currently in effect.

¢. Resolutions adopted by its board of directors c¢reating
one or more classes or series of interests, and fixing their
relative rights, preferences, and limitations, if the
interests issued pursuant to those resolutions are

outstanding.
d. The minutes of all members' meetings, and records of
all action taken by members without a meeting, for the past

three years.

e, All written communications to interest holders
generally within the past three years, including the financial
statements furnished for the past three years under section
501.711.

f. A list of the names and business addresses of its
current directors and officers.

g. TIts most recent biennial report delivered to the
secretary of state under section S501.713.

Sec. 44, NEW SECTION. 501.702 INSPECTION OF RECORDS BY
INTEREST HOLDERS.

1. An interest holder of a cooperative is entitled to

inspect and copy, during regular business hours at the
cooperative's principal office, any of the records of the

-24-




cooperative described in section 501.701, subsection 5, if the
interest holder gives the cooperative written notice of the
interest holder‘s demand at least five businesgs days before
the date on which the interest holder wishes to inspect and
copy.

2, An interest holder of a cooperative is entitled to
inspect and copy, during regular business hours at a
reasonable location specified by the cooperative, any of the
following records of the cooperative if the interest holder
meets the requirements of subsection 3 and gives the ‘
cooperative written notice of the interest holder's demand at
least five business days before the date on which the interest
holder wishes to inspect and copy any of the following:

a. Excerpts from minutes of any meeting of the board of

O 0 3 O U b W -
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directors, records of any action of a committee ¢f the board
of directors while acting in place of the board of directors
on behalf of the cooperative, minutes of any meeting of the

b
~ o

members, and records of action taken by the members or board
of directors without a meeting, to the extent not subject to

N e
© O

inspection under subsection 1 of this section.

[\%]
—

b. Accounting records of the cooperative.

(]
S

c. The record of interest holders.
3. An interest holder may inspect and copy the records
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described in subsection 2 only if:
a. The interest holder's demand is made in good faith and

NN
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for a proper purpose.

b. The interest holder describes with reasonable
particularity the interest holder's purpose and the records
the interest holder desires to inspect.
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¢c. The records are directly connected with the interest
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[

holder's purpose.
4. The right of inspection granted by this section shall
not be abolished or limited by a cooperative's articles of
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association or bylaws.
5. This section does not affect either of the following:

W
w
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a. The right of an interest holder to obtain information
under section 501.702 or the right of an interest holder to
obtain information, if the interest holder is in litigation
with the cooperative, to the same extent as any other
litigant.

b. The power of a court, independently of this chapter, to
compel the production of cooperative records for examination.

Sec., 45. NEW SECTION. 501.703 SCOPE OF INSPECTION RIGHT.

1. &n interest holder's agent or attorney has the same

inspection and copying rights as the interest holder the agent

or attorney represents.

2. The right to copy records under section 501.702

includes, if reasonable, the right to receive copies made by
photographic, xerographic, or other technological means.

3. The cooperative may impose a reasonable charge,

covering the costs of labor and material, for copies of any
documents provided to the interest holder. The charge shall
not exceed the estimated cost of production or reproduction of
the records.

4. The cooperative may comply with an interest holder's
demand to inspect the record of interest holders under section
501.702, subsection 2, paragraph "c", by providing the
interest holder with a list of its interest holders that was
compiled no earlier than the date of the interest holder's
demand.

Sec. 46. NEW SECTION. 501,704 COURT-ORDERED INSPECTION.

1. If a cooperative does not allow an interest holder who
complies with section 501.702, subsection 1, to inspect and

copy any records required by that subsection to be available
for inspection, the district court of the county where the
cooperative's principal office or, if none in this state, its
registered office is located may summarily order inspection
and copying of the records demanded at the cooperative's
expense upon application of the interest holder.

2. 1If a cooperative does not within a reasonable time
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allow an interest holder to inspect and copy any other

records, the interest holder who complies with section
501.702, subsections 2 and 3, may apply to the district court
in the county where the cooperative's principal office or, if

not in this state, its registered office is located for an
order to permit inspection and copying of the records
demanded. The court shall dispose of an application under
this subsection on an expedited basis.

3. TIf the court orders inspection and copying of the
records demanded, it shall also order the cooperative to pay
the interest holder's costs, including reasonable counsel
fees, incurred to obtain the order unless the cooperative
proves that it refused inspection in good faith because 1t had
a reasonable basis for doubt about the right of the interest
holder to inspect the records demanded.

4. If the court orders inspection and copying of the
records demanded, it may impose reasonable restrictions on the
use or distribution of the records by the demanding interest
holder.

PART B
REPORTS

Sec. 47. NEW SECTION. 501.711 FINANCIAIL STATEMENTS FOR
INTEREST HOLDERS.

A cooperative shall prepare annual financial statements,

which may be consclidated or combined statements of the
cooperative and one or more of its subsidiaries, as
appropriate, that include a balance sheet as of the end of the
fiscal year and an income statement for that year. Upon
written request from an interest holder, a cooperative, at its
expense, shall furnish to that interest holder the financial
statements requested. If the annual financial statements are
reported upon by a public accountant, the report must
accompany the financial statements.

Sec. 48. NEW SECTION. 501.712 OTBER REPORTS TO INTEREST
HOLDERS.
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1. If a cooperative indemnifies or advances expenses to a
director under sections 501.412 through 501.415 in connection
with a proceeding by or in the right of the cooperative, the
cooperative shall report the indemnification or advance in
writing to the members with or before the notice ¢of the next
members' meeting.

2. If a cooperative issues or authorizes the issuance of
interests for promissory notes or for promises to render
services in the future, the cooperative shall report in
writing to the members the number of interests authorized or
issued, and the consideration received by the cooperative,
with or before the notice of the next members' meeting,

Sec. 49, NEW SECTION., 501.713 BIENNIAL REPORT FOR
SECRETARY OF STATE.

l, EBach cooperative authorized to transact business in
this state shall deliver to the secretary of state for filing
a biennial report that sets forth all of the following:

a. The name of the cooperative and under the laws of what

state or country organized.

b. The address of its registered office and the name of
its registered agent at that office in this state, together
with the consent of any new registered agent.

c¢. The address of its principal office.

d. The names and addresses of the president, secretary,
treasurer, and one member of the board of directors.

2. Information in the biennial report must be current as
of the first day of January of the year in which the report is
due. The report shall be executed on behalf of the
cooperative and signed as provided in section 501.105 or by
any other person authorized by the board of directors of the
cooperative.,

3. The first biennial report shall be delivered to the
secretary of state between January 1 and April 1 of the first
even-numbered year following the calendar year in which a
cooperative was organized. Subsequent biennial reports must
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be delivered to the secretary of state between January 1 and
April 1 of the following even-numbered calendar years. A
filing fee for the biennial report shall be determined by the
secretary of state. Each biennial report shall contain
information related to the two-year period immediately
preceding the calendar year in which the report is filed.

4., If a biennial report does not contain the information
required by this section, the secretary of state shall
promptly notify the reporting cooperative in writing and
return the report to the cooperative for correction.

5. The secretary of state may provide for the change of
registered office or registered agent on the form prescribed
by the secretary of state for the biennial report, provided
that the form contains the information required in section
501.106. If the secretary of state determines that a biennial
report does not contain the information required by this
section but otherwise meets the requirements of section
501.106 for the purpose of changing the registered office or
registered agent, the secretary of state shall file the
statement of change of registered office or registered agent,
effective as provided in section 501.105, before returning the
biennial report to the cooperative as provided in this
section. A statement of change of registered office or agent
pursuant to this subsection shall be executed by a person
authorized to execute the biennial report.

DIVISION VIII
DISSOLUTION
PART A
GENERAL

Sec, 50. NEW SECTION. 501.801 DISSOLUTION BY ORGANIZERS
OR INITIAL DIRECTORS.

A majority of the organizers or initial directors of a

cooperative that has not issued interests or has not commenced
business may dissolve the cooperative by delivering to the
secretary of state for filing articles of dissolution that set
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forth all of the following:
1. The name of the cooperative.
2. The date of its organization,
3. Either of the following:
a. That none of the cooperative's interests have been
issued.
b. That the cooperative has not commenced business.
4. That no debt of the cooperative remains unpaid.
5. That the net assets of the cooperative remaining after
winding up have been distributed in accordance with this
chapter and the articles of association of the cooperative.
6. That a majority of the organizers or initial directors
authorized the dissolution.
Sec, 51. NEW SECTION. 501.802 DISSOLUTION BY BOARD OF
DIRECTORS AND MEMBERS,
1. A cooperative's board of directors may propose

dissolution for submission to the members.

2, For a proposal to dissolve to be adopted both of the
following must apply:

a. The board of directors must recommend dissolution to
the members unless the board of directors determines that
because of conflict of interest or other special circumstances
it should make no recommendation and communicates the basis
for its determination to the members.

b. The members entitled to vote must approve the proposal
to dissolve as provided in subsection 5.

3. The board of directors may condition its submission of
the proposal for dissolution on any basis.

4. The cooperative shall notify each member of a meeting
to consider dissolution in accordance with section 501.302.
The notice must also state that the purpose, or one of the

purposes, of the meeting is to consider dissolving the

cooperative.
5. Unless the articles of association or the board of
directors acting pursuant to subsection 3 require a greater
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vote or a vote by voting groups, the proposal to dissolve must
be approved by a majority of all the votes entitled to be cast
on that proposal in order to be adopted.
Sec. $52. NEW SECTION, 501.803 ARTICLES OF DISSOLUTION.
1. At any time after dissolution is authorized, the
cooperative may dissolve by delivering to the secretary of
state for filing articles of dissolution setting forth all of

the following:

a. The name of the cooperative.

b. The date dissolution was authorized.

¢. If dissolution was approved by the members, both of the
following:

(1) The number of votes entitled to be cast on the
proposal to dissolve.

(2) Either. the total number of votes cast for and against
dissolution or the total number of undisputed votes cast for
dissolution and a statement that the number cast for
dissolution was sufficient for approval.

2. A cooperative is dissolved upon the effective date of
its articles of dissolution.

Sec. 53. NEW SECTION. 501.804 REVOCATION OF DISSOLUTION.

1. A cooperative may revoke its dissolution within one
hundred twenty days of the effective date of the dissolution.

2. Revocation of dissolution must be authorized in the

same manner as the dissolution was authorized unless that
authorization permitted revocation by action of the board of
directors alone, in which event the board of directors may
revoke the dissolution without member action.

3. After the revocation of dissolution is authorized, the
cooperative may revoke the dissolution by delivering to the
secretary of state for filing articles of revocation of
dissolution, together with a copy of its articles of
dissolution, that set forth all of the following:

a. The name of the cooperative.

b. The effective date of the dissoclution that was revoked.
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c. The date that the revocation of dissolution was
authorized,

d. If the cooperative's board of directors or organizers
revoked the dissolution, a statement to that effect.

e. If the cooperative's board of directors revoked a
dissolution authorized by the members, a statement that
revocation was permitted by action by the board of directors
alone pursuant to that authorization.

f. If membership action was required to revoke the
dissolution, the information required by section 501.803,
subsection 1, paragraph "c".

4. Revocation of dissolution is effective upon the
effective date of the articles of revocation of dissolution.
S. When the revocation of dissolution is effective, it
relates back to and takes effect as of the effective date of

the dissolution as if the dissolution had never occurred.

Sec. 54. NEW SECTION., 501.805 EFFECT OF DISSOLUTION.

1. A dissolved cooperative continues its existence but

shall not carry on any business except that appropriate to
wind up and liguidate its business and affairs, including any
of the following:

a. Collecting its assets.

b. Disposing of its properties that will not be
distributed in kind in accordance with this chapter and the
cooperative's articles of association.

c. Discharging or making provision for discharging its

liabilities,

d. Distributing its remaining property in accordance with
this chapter and the cooperative's articles of association.

e. Doing every other act necessary to wind up and
liguidate its business and affairs.

2. Dissolution of a cooperative does not do any of the
following:

a. Transfer title to the cooperative's property.

b. Prevent transfer of its interests, although the
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authorization to dissolve may provide for closing the
cooperative's interest transfer records.

c. Subject its directors or officers to standards of
conduct different from those prescribed in section 501.406.

d. Change quorum or voting requirements for its board of
directors or members; change provisions for selection,
resignation, or removal of its directors or officers or both;
or change provisions for amending its bylaws.

e. Prevent commencement of a proceeding by or against the
cooperative in its name.

f. Abate or suspend a proceeding pending by or against the
cooperative on the effective date of dissolution.

g. Terminate the authority of the registered agent of the
cooperative,

Sec. 55. NEW SECTION, 501.805A DISSQLUTION OF ASSETS.

Upon the cooperative's dissolution, the cooperative's
assets shall first be used to pay expenses necessary to carry
out the dissolution and liquidation of assets, then be used to
pay the cooperative's obligations other than the payment of
patronage dividends or interests issued as patronage
dividends, and the remainder shall be paid in the manner set
forth in the cooperative's articles of association.

Sec. 56. NEW SECTION. 501.806 KNOWN CLAIMS AGAINST
DISSOLVED COOPERATIVE.

1. A dissolved cooperative may dispose of the known claims

against it by following the procedure described in this
section.

2. The dissolved cooperative shall notify its known
claimants in writing of the dissolution at any time after the
effective date of the dissolution. The written notice must do
all of the following:

a. Describe information that must be included in a claim.

b. Provide a mailing address where a claim may be sent.

Cc. State the deadline, which shall not be fewer than one
hundred twenty days from the effective date of the written

_33_
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notice, by which the dissolved cooperative must receive the
claim,

d. State that the claim will be barred if not received by
the deadline.

3. A claim against the dissolved cooperative is barred if
either of the following occur:

a. A claimant who was given written notice under
subsection 2 does not deliver the claim to the dissolved
cooperative by the deadline.

b. A claimant whose claim was rejected by the dissolved
cooperative does not commence a proceeding to enforce the
claim within ninety days from the effective date of the
rejection notice,

4, For purposes of this section, "claim" does not include
a contingent liability or a claim based on an event occurring
after the effective date of dissolution.

Sec, 57. NEW SECTION. 501.807 UNKNOWN CLAIMS AGAINST
DISSOLVED COOPERATIVE.

1. A dissolved cooperative may also publish notice of its

dissolution and request that persons with claims against the
cooperative present them in accordance with the notice.

2. The notice must meet all of the following requirements:

a. Be published one time in a newspaper of general
circulation in the county where the dissolved cooperative's
principal office or, if not in this state, its registered
office is or was last located.

b. Describe the information that must be included in a

claim and provide a mailing address where the claim may be
sent.

€. State that a claim against the cooperative will be
barred unless a proceeding to enforce the claim is commenced

within five years after the publication of the notice.

3. 1If the dissolved cooperative publishes a newspaper
notice in accordance with subsection 2, the claim of each of
the following claimants is barred unless the claimant
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commences a proceeding to enforce the claim against the
dissolved cooperative within five years after the publication
date of the newspaper notice:

a. A claimant who 4id not receive written notice under
section 501.806.

b. A claimant whose claim was timely sent to the dissolved
cooperative but not acted on.

c. A claimant whose claim is contingent or based on an
event occurring after the effective date of dissolution.

4. A claim may be enforced under this section in either of
the following ways:

a. Against the dissolved cooperative, to the extent of its
undistributed assets.

b. If the assets have been distributed in liquidation,
against an interest holder of the dissolved cooperative to the
extent of the interest holder's pro rata share of the claim or
the cooperative assets distributed to the interest holder in
liguidation, whichever is less, but an interest holder's total
liability for all claims under this section shall not exceed
the total amount of assets distributed to the interest holder
in liquidation,

PART B
ADMINISTRATIVE DISSOLUTION

Sec. 58. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATIVE
DISSOLUTION.

The secretary of state may commence a proceeding under

section 501.812 to administratively dissolve a cooperative if
any of the following apply:

1, The cooperative has not delivered a biennial report to
the secretary of state in a form that meets the requirements
of section 501.713, within sixty days after it is due, or has
not paid the filing fee as determined by the secretary of
state, within sixty days after it is due.

2. The cooperative is without a registered agent or
registered office in this state for sixty days or more.
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3. The cooperative does not notify the secretary of state
within sixty days that its registered agent or registered
office has been changed, that its registered agent has
resigned, or that its registered office has been discontinued.

4. The cooperative's period of duration stated in its
articles of association expires.

Sec. 59. NEW SECTION. 501.812 PROCEDURE FOR AND EFFECT
OF ADMINISTRATIVE DISSOLUTION.

1. If the secretary of state determines that one or more

grounds exist under section 501.811 for dissolving a
cooperative, the secretary of state shall serve the
cooperative with written notice of the secretary of state's
determination under section 501.106.

2, If the cooperative does not correct each ground for
dissolution or demonstrate to the reasonable satisfaction of
the secretary of state that each ground determined by the
secretary of state does not exist within sixty days after
service of the notice is perfected under section 501.106, the
secretary of state shall administratively dissolve the
cooperative by signing a certificate of dissolution that
recites the ground or grounds for dissolution and its
effective date. The secretary of state shall file the
original of the certificate and serve a copy on the
cooperative under section 501.106.

3. A cooperative administratively dissolved continues its
existence but shall not carry on any business except that
necessary to wind up and liquidate its business and affairs
under section 501.805 and notify claimants under sections
501.806 and 501.80C7.

4. The administrative dissolution of a cooperative does
not terminate the authority of its registered agent.

5. The secretary of state's administrative dissolution of
a cooperative pursuant to this section appoints the secretary
of state the cooperative's agent for service of process in any
proceeding based on a cause of action which arose during the
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time the cooperative was authorized to transact business in
this state. Service of process on the secretary of state
under this subsection is service on the cooperative. Upon
receipt of process, the secretary of state shall serve a copy
of the process on the cooperative as provided in section
501.106. This subsection does not preclude service on the
cooperative's registered agent, if any.

Sec. 60. NEW SECTION. 501.813 REINSTATEMENT FOLLOWING
ADMINISTRATIVE DISSOLUTION.

1. A cooperative administratively dissolved under section
501.812 may apply to the secretary of state for reinstatement
within two years after the effective date of dissolution. The
application must meet all of the following requirements:

a. Recite the name of the cooperative at its date of
dissolution and the effective date of its administrative
dissolution.

b, State that the ground or grounds for dissolution have .
been eliminated.

¢. State a name that satisfies the regquirements of section
501.103.

d. State the federal tax identification number of the

cooperative.
2. a. The secretary of state shall refer the federal tax
identification number contained in the application for
reinstatement to the department of revenue and finance. The
department of revenue and finance shall report to the
secretary of state the tax status of the cooperative. If the
department reports to the secretary of state that a filing
delinquency or liability exists against the cooperative, the
secretary of state shall not cancel the certificate of
dissolution until the filing delinquency or liability is
satisfied.
b. TIf the secretary of state determines that the
application contains the information required by subsection 1, ‘
and that a delinquency or liability reported pursuant to '
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paragraph "a" has been satisfied, and that the information is
correct, the secretary of state shall cancel the certificate
of dissolution and prepare a certificate of reinstatement that
recites the secretary of state's determination and the
effective date of reinstatement, file the original of the
certificate, and serve a copy on the cooperative under section
501.106. 1If the name of the cooperative as provided in
subsection 1, paragraph "c¢", is different than the name in
subsection 1, paragraph "a", the certificate of reinstatement
shall constitute an amendment to the articles of association
insofar as it pertains to the name.

3. when the reinstatement is effective, it relates back to
and takes effect as of the effective date of the
administrative dissolution as if the administrative
dissolution had never occurred.

Sec. 61. NEW SECTION., 501.814 APPEAL FROM DENIAL OF
REINSTATEMENT.

1. If the secretary of state denies a cooperative's

application for reinstatement following administrative
dissolution, the secretary of state shall serve the
cooperative under section 501.106 with a written notice that
explains the reason or reasons for denial.

2. The cooperative may appeal the denial of reinstatement
to the district court within thirty days after service of the
notice of denial is perfected. The cooperative appeals by
petitioning the court to set aside the dissolution and
attaching to the petition copies of the secretary of state's
certificate of dissolution, the cooperative's application for
reinstatement, and the secretary of state's notice of denial.

3. The court may summarily order the secretary of state to
reinstate the dissolved cooperative or may take other action
the court considers appropriate,

4. The court's final decision may be appealed as in other
civil proceedings. ‘

PART C

_38_
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JUDICIAL DISSOLUTION
Sec. 62. NEW SECTION. 501,821 GROUNDS FOR JUDICIAL
DISSOLUTION.
The district court may dissolve a cooperative in any of the

following ways:

1. A proceeding by the attorney general, if it is
established that either of the following apply:

a. The cooperative obtained its articles of association
through fraud.

b. The cooperative has continued to exceed or abuse the
authority conferred upon it by law.

2. A proceeding by a member if it is established that any
of the following conditions exist:

a. The directors are deadlocked in the management of the
cooperative's affairs, the members are unable to break the
deadlock, and either irreparable injury to the cooperative 1is
threatened or being suffered, or the business and affairs of
the cooperative can no longer be conducted to the advantage of
the interest holders generally, because of the deadlock.

b. The directors or those in control of the cooperative
have acted, are acting, or will act in a manner that is
illegal, oppressive, or fraudulent.

¢. The members are deadlocked in voting power and have
failed, for a period that includes at least two consecutive
annual meeting dates, to elect successors to directors whose
terms have expired.

d. The cooperative's assets are being misapplied or
wasted.

3. A proceeding by a creditor if it is established that
either of the following apply:

a. The creditor's claim has been reduced to judgment, the
execution on the judgment returned unsatisfied, and the
cooperative is insolvent.

b. The cooperative has admitted in writing that the
creditor's claim is due and owing and the cooperative is
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insolvent.

4. A proceeding by the cooperative to have its voluntary
dissolution continued under court supervision.

Sec. 63. NEW SECTION. 501.822 PROCEDURE FOR JUDICIAL
DISSOLUTION.

1. Venue for a proceeding by the attorney general to

dissolve a cooperative lies in Polk county district court.
Venue for a proceeding brought by any other party named in
section 501.821 lies in the county where a cooperative's
principal office or, if not in this state, its registered
office is or was last located.

2. It is not necessary to make interest holders parties to
a proceeding to dissolve a cooperative unless relief is sought
against them individually.

3. A court in a proceeding brought to dissolve a
cooperative may issue injunctions, appoint a receiver or
custodian pendente lite with all powers and duties the court
directs, take other action required to preserve the
cooperative's assets wherever located, and carry on the
business of the cooperative until a full hearing can be held.

Sec. 64. NEW SECTION. 501.823 RECEIVERSHIP OR
CUSTODIANSEIP.

1. A court in a judicial proceeding brought to dissclve a

cooperative may appoint one or more receivers to wind up and
liguidate, or one or more custodians to manage, the business
and affairs of the cooperative. The court shall hold a
hearing, after notifying all parties to the proceeding and any
interested persons designated by the court, before appointing
a receiver or custodian. The court appointing a receiver or
custodian has exclusive jurisdiction over the cooperative and
all its property wherever located.

2. The court may appeoint an individual or a domestic or
foreign corporation authorized to transact business in this
state as a receiver or custodian. The court may require the
receiver or custodian to post bond, with or without sureties,
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in an amount the court directs.

3. The court shall describe the powers and duties of the
receiver or custedian in its appointing order, which may be
amended from time to time.

a. The receiver may do any of the following:

(1) Dispose of all or any part of the assets of the
cooperative wherever located, at a public or private sale, 1if
authorized by the court.

{2) Sue and defend in the receiver's own name as receiver
of the cooperative in all courts of this state.

b. The custodian may exercise all of the powers of the
cooperative, through or in place of its board of directors or
officers, to the extent necessary to manage the affairs of the
cooperative in the best interests of its interest holders and
creditors,

4, The court during a receivership may redesignate the
receiver a custodian, and during a custodianship may
redesignate the custodian a receiver, if doing so is in the
best interests of the cooperative, its interest holders, and

creditors.
S. The court from time to time during the receivership or
custodianship may order compensation paid and expense

disbursements or reimbursements made to the receiver or
custodian and the receiver's or custedian's counsel from the
assets of the cooperative or proceeds from the sale of the
assets,
Sec. 65. NEW SECTION. 501.824 DECREE OF DISSOLUTION.
l. 1If after a hearing the court determines that one or

more grounds for judicial dissolution described in section
501.821 exist, it may enter a decree dissolving the
cooperative and specifying the effective date of the
dissolution, and the clerk of the district court shall deliver
a certified copy of the decree to the secretary of state, who
shall file it.

2. After entering the decree of dissolution, the court
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shall direct the winding up and liquidation of the

cooperative's business and affairs in accordance with section
501.805 and the notification of claimants in accordance with
sections 501.806 and 501.807.
PART D
STATE TREASURER

Sec. 66, NEW SECTION. 501.831 DEPOSIT WITH STATE
TREASURER.

Assets of a dissolved cooperative that should be
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transferred to a creditor, claimant, or interest holder of the

put
-+

cooperative who cannot be found or who is not competent to
receive them shall be reduced to cash and deposited with the
treasurer of state or other appropriate state official for

e
> Wt

safekeeping. When the creditor, claimant, or interest holder

[
wn

furnishes satisfactory proof of entitlement to the amount

(o)
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deposited, the treasurer of state or other appropriate state

®

official shall pay the creditor, claimant, or interest holder

18 or that person's representative the amount,.

19 Sec. 67. Sections 501.107 and 501.602, Code 1997, are

20 repealed., Sections 501.408 and 501.604, Code Supplement 1997,
21 are repealed.

22 EXPLANATION

23 This bill amends Code chapter 501 which provides for

24 cooperative corporations which may hold agricultural land in

25 this state. This type of entity is a hybrid between a

26 cooperative association organized under Code chapter 499 and a
27 corporation organized under Code chapter 490. The bill amends
28 a number of provisions.

29 First, the bill changes a number of terms used in the

30 chapter. The bill changes "cooperative corporations" to

31 "cooperatives". It changes a number of other terms to more

32 closely resemble terms describing the business activities of

[¥8)
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cooperative associations rather than corporations. For
example, a cooperative must be organized as an association

L

rather than a corporation. The bill changes "articles of

oW
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incorporation” to "articles of association”. The bill changes
“shareholders" to “interest holders" or "members" in the
cooperatives. It changes "voting stock”™ to "voting interest".
An "interest holder" is defined to mean a person who holds a
voting or nonvoting interest in a cooperative. A "member" is
a person who holds a voting interest in the cooperative.
References to "dividends" are changed to "distributions".

Second, the bill provides that a general partner that is
authorized to hold an interest in a cooperative must include
all natural persons.

Third, the bill increases the number of acres of
agricultural land that a cooperative may hold from 640 to
1,500.

Fourth, the bill amends Code section 501.106 which provides
for maintaining a registered office or registered agent in
this state for purpose of service. The bill adds provisiocns
taken from Code sections 490.503 and 490.504 which provide
procedures for the resignation of a registered agent and
delivery of service when a registered agent is not available.
The bill changes the term "corporation” to "cooperative".

Fifth, the bill incorporates a number of provisions that
were included by reference in the chapter. These sections
refer to provisions in both Code chapter 490 governing
corporations and Code chapter 499 governing cooperative
associations. The bill redrafts these provisions expressly as
part of Code chapter 501 and changes references to
"corporation" or "association" to "cooperative" and corrects
internal references,

Code section 501.102 provides that a cooperative has the
same powers as a corporation as provided in Code sections
490.302 and 490.303. Those powers include the power to sue
and be sued, have a seal, make and amend bylaws, acquire
property, sell or dispose of property, enter into purchase
security arrangements, make contracts, incur liabilities,
issue notes and bonds, lend money, invest money, become an
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B investor in another enterprise, conduct business, elect
directors, appoint officers and hire employees, pay pensions,
and make donations. This bill repeals Code section 501,102
and provides those same powers expressly to cooperatives.

Code section 501.107 provides that Code sections 499.1601
through 499.1622 apply to cooperatives organized under Code
chapter 501. The sections provide for keeping corporate
records, the right of shareholders to inspect those records,
the authority of courts to order inspections, the preparation
of financial statements for shareholders, and the submission
of reports to the secretary of state. This bill repeals Code
section 501.107 and rewrites those provisions into new Code
sections in Code chapter 501.

Code section 501,408 provides that a cooperative may
indemnify an officer, employee, or agent who is a party to a
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legal proceeding in the same way that a corporation may
indemnify a director in the same circumstances, The section
provides for definitions, grants authority to a corporation to
indemnify a director under circumstances, requires

f
~3

o
0 o

indemnification in certain circumstances, allows for advancing
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a director moneys for legal expenses, allows for
indemnification pursuant to court order, provides procedures
for indemnification, provides for indemnification of officers,
employees, and agents, and allows a corporation to purchase
insurance. The bill repeals Code section 501.408 and
expressly drafts those provisions into Code chapter 501.

Code section 501.602 provides for mergers and
consolidations among cooperatives organized under Code chapter
501. The section provides that Code sections 499.61 through
499,70 apply to the mergers or consolidations. Those sections
provide for definitions, allow for merger and consolidation,
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require a vote of the membership, provide for objections by
members and the payment of fair market value to dissenters,
provide for articles ¢of merger or consolidation and the
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issuance of a certificate of merger or consolidation, and

44~




W 00 =~ o W by e

W W W W W W NN NN NN RN NN e s e e e
oWk O W ® s R W N O W NN e W N~ O

556
S.B.

/5 u.r.

authorize abandonment prior to filing the articles of merger
or consolidation, This bill repeals Code section 501.602 and,
with some exceptions, rewrites the same provisions in Code
chapter 501. Code section 499.66 provides that in the case of
a cooperative association, a dissenting member who is a
natural person and who dies before receiving the fair value
must be paid the fair value with the same priority as if the
person was a member at the time of death. The bill does not
include this provision.

Code section 501.604 provides for the dissolution of a
cooperative based on the same provisions which apply to
corporations under Code sections 490.1401 through 490.1440.
Those sections provide for dissclution by incorporators,
initial directors who have not issued stock, or a board of
directors operating a functioning corporation; the filing of
articles of dissolution, a revocation of a dissolution, and
the effect of the dissolution; procedures for disposing of
known and unknown claims against the corporation; grounds for
administrative dissolution, procedures for and the effect of
an administrative dissclution, and reinstatement, including
appeal from a denial of reinstatement; grounds for judicial
dissolution, procedures for judicial dissolution, and
procedures for appointing a receiver or custodian; entering a
decree of dissolution; and depositing creditor assets with the
treasurer of state, This bill repeals Code section 501.604
and rewrites those provisions expressly for cooperatives as
part of Code chapter 501 with limited exceptions. The bill
does not include a provision requiring information in the
articles to be separately provided for each voting group
entitled to vote separately on the plan to dissolve.
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SENATE FLLE 2404

AN ACT
RELATING TO COOPERATIVES ORGANIZRD UNDER CODE CHAPTER 501
AND PROVIDING AN EFFECTIVE DATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF [OWA:

Section 1. Section 501,101, subsection 1., Code 1397, is
amended to read as followa:

1. "articles" means the cooperative's articles of
incerporation asgociation,

Sec. 2. Sectlon 501,101, subsection 2, paragraph b, Code
1997, is amended to read as followa:

b. An-individent-or-generai-parenership-that A person who
owns at least one hundred £ifty acres of agricultural land and
recelves as rent a share of the crops or the anlmale raised on

the land 1if those-ctaps-or-animnla-are-a-niqn&i&cant-eempenene
of-the-cooperativeis-businena-operakions that pecson la a

natural person or a general partnership as organized under
chaptecr 486 in which all partners are natural persons.

gec. 3. Section $01.101, subsectlon 4, Code 1997, ise
amendad to read as follows:

4. "Cooperative" means a cooperative corporation
aggsociation organized under this chaptec or converted to this
chapter pursuant to sectlon 501,601,

Sec. 4. Section 501.101, subsection 6, Code 1937, is
arended by adding the following new patagraphi

NEW PARAGRAPH. ¢. A general pactnership as organlzed
under chapter 486 in which all the partners are natural
persons acclvely engaged in farming as provided in section
IH.1.
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gdec. 5. Section S01.101, subsectlons 7 through 9, Code
1997, are amended to read as follows:

7. *“Member” means a person who Owng 3 voting atock
interest im a cooperakive.

§. u“gharecholdert “Interest holder" means a person who ownsg
skock an interest in a cooperative, whether or not that stock
interest has voklng righte.

9. "Yoting steek interest” meana seeck an interest in a

cooperative that has voting clights,

gec. 6. Section 501.101, Code 1997, ls amended by adding
the following new subsections:

NEW SUBSECTION. 6A. “Intereat' means a voting interest or
other lnterest in a cooperative as described in the
cooperative's articles of assoclation.

MEW SUBSECTION. TA. "Membership® means the interest
established by a member owning a voting interest,

sec. 7. Section 501,102, subsection 2, Code 1997, ia
amended to read as follows:

2. Unless its articles provide otherwlse, a cooperative
has perpetusal ducation and succession In its corperate

cooperative name and has the game powers as an lndividual to
do all things necessary ot convenient to carry out its
businese and affairs, including, witheut-imitations-ati-of

bhe-powera—enumerated-in-seetiono—i9eraei—ané-4901303 but not
limited to, all of the followlng:

a. Sue and be sued, complaln, and defend in its name.

b. Have a seal, which may be altered at will, and use it,
or a faceimile of it, by impressing or affixing it or in any
other manner reproducing it.

c. Make and amend bylaws, not inconsistent with its
articles of association or with the lawse of this state, for
managing the business and regulating the affaicrs of the
cooperative.

&. Purchase, recelve, lease, O otherwise acquire, and
own, hold, improve, use, and otherwise deal with, real or

personal property, or_any leqal or equitable interest ln

property, wherever located.
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e, Sell, convey, mortgage, pledge, lease, exchange, and
otherwise dispose of all or any part of its property.

f. Purchase, recelve, subscribe for, or otherwise acquire,
cwn, hold, vote, use, sell, mortgaqe, lend, pledge, or
otherwise dispose of, and deal in and with ghares or other
interests in, or obligations of, any other entity.

9. Make contracts and quarantees, incur liabilities,
borrow money, issue its notes, bonds, and other obllgations,
which may be convertible into or include the option to
purchage other interests of the cooperative, and secure any of
its obligations by mortgaqe or pledge of any of its property,
tranchices, or incone.

h, Lend money, inveat and reinvest its Eunds, and receive
and hold real and perscnal property as securlty for repayment.
i. Be a promoter, partner, member, associate, or manager

of any partnership, joint venture, trust, or other entity,

3. Conduct its business, locate offices, and exercige the
powers granted by this chapter within or without this gtate.

k., Flect directors and appoint officers, employees, and
agente of the cooperative, define their duties, fix their
compenaation, and lend them money and credit.

1. Pay penslons and establish pension plans, peasion
trusts, profit-sharing plang, bonua plans, and benefit or
incentive planyg for any or all of its current or formec
directors, officers, employees, and agents.

m. Make donations for the public welfare or for

charitable, sclentific, or educational purposes.

n., Transact any lawful business that will aid governmental

policy.
©. Make payments or donations, or do any other act, not

inconsistent with law, that furthers the business and affairs
of the cooperative.

Sec. 8. Section 501.103, subsecticns 1, 2, and 5, Code
Supplement 1957, are amended to read ag follows:

1. Rotwithatanding esection 9H.4, any person or entity,
subject to the limitaticns set forth in section $01.305%, and
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subject to the cooperative's articles and bylaws, is permitted
Lo own steck interests, including voting steek interests, in a
cooperative,

2, HNotwithstanding section 9H.4, a cooperative may,
directly or indirectly, acquire or otherwise obtain or lease
agricultural land in this state, for as long as the
cooperative continues to meet the following requirements:

a4, Farming entities own sixty percent of the stock
lnterentys and are eligible to cast sixty percent of the votes
at member meetings.

b, Authorized persons own at least seventy-five percent of
the stoeck interests and are ellgible to cast at least seventy-
€ive percent of the votes at member meetings.

¢. The cooperative does not, either directly or
indirectly, acquire oz otherwise obtain or lease agricultural
land, if the total agricultural land either directly or

indirectly owned or leased by the cooperative would then
exceed slx hundred forty acres.

$. In the event of a transfer of stock an interest in a
cooperative by operation of law as a result of death, divorce,
bankruptcy, or pursuant to a security interest, the
cooperative may disregard the transfer Eor purpoges of
determining compliance with subsection 2 for a period of two
yearg after the tranafer,

Sec. 9. Section 501.105, subsection 2, Code 1997, is
amended to read as follows:

2., Articles must be signed by all of the incorporaters
organizers; and all other documents filed with the secretary
of gtate muat be signed by one of the cooperative's offlcers.
The printed name and capacity of each sigmatory must appear in
proximity to the signatory's signature. The secretary of
state may accept a document containing a copy of the
signature. A document ie not required to contain a cerporate
seal, an acknowledgment, or a verification.

Sec. 10. Section 501.106, subsection 2, unnumbered

paragraph 1, Cocde 1997, is amended to read as follows:
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A ecorpsration cooperative may change ite registered office
or registered agent by delivering to the secretary of atate
for €11ing a statement of change that sets forth all of the
following:

Sec. 11. Section 501.106, Code 1997, is amended by adding
the following new subsections:

NEW SUBSECTION. 5. a. A registered agent may resign the
agent's agency appointment by signing and delivering to the
secretary of state for filing the aigned original statement of
resignation. The statement may include a atatement that the
registered office 1s also discontlinued. The registered agent
shall send a copy of the statement of resignatlon by certified
mail to the cooperative at ita princlpal office and to the
registered office, !f not discontinued. The registered agent
shall certify to the secretary of state that the coplies have
been sent to the cooperative, including the date the copies
were gent.

b. The agency appointment is terminated, and the
regintered office discontinued if so provided, on the date on
which the statement was flled.

NEW SUBSBCTION. 6. a. A cooperative'w registered agent
is the cooperative's agent for service of process, notice, or
demand required or permitted by law to be served on the
cooperatlive.

b. 1f a cooperative has no registered agent, or the agent
cannot with reasonable diligence be served, the cooperative
may be served by registered or certified mail, return receipt
requested, addressed to the secretary of the cooperative at
its principal office. Service is perfected under this
paragraph at the earliest of any of the following:

{1) The date that the cocperative receives the madil.

{2} The date shown on the return recelipt, if signed on
behalf of the cooperative.

(3) Five days after its depoait in the United States mail,
as evidenced by the postmark, if mailed postpaid and correctly
addressed.
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c. A cooperative pay be scrved pursuant to this section or
a6 provided in other provisions of this chapter, unless the
manner of service lo otherwise specifically provided for by
statute.

gec. 12. Section 501.202, subsection 1, paragraph a, Code
1997, ie amended to read as follows:

a. The name, address, and occupation of each incerporator
organizer.

gec. 13. Section 501.202, subsection 2, paragraph ¢, Code
1997, ies amended tc read ae follows:

d. The clagses of stoek interests and the authorlized
number of shares interests of each class.

Sec. 14. Section 501.306, Code 1997, ls amended to read as
follows:

501.306 HUMBER OF VOTES.

A peraocn who 18 a member or-sharehoider shall not ows more
than one membership or-share-sf-voting-stock. The person
shall be entitled to cast not more than one vote regarding any
mattet in which a vote (s conducted, including any matter
subject to a vote during a cooperative meeting,

Sec. 15. Section 501.403, subsection 2, paragraph e, Code
1997, ls amended to read as follows:

@. Action requited or permitted by this chapter to be
vaken at a board meetlng may be taken without a meeting if the
actlon is taken by all members of the board. The actlon must
be evidenced by one or more written consents describing the
action taken, signed by each director, and included in the
minutes or filed with the csepacate cooperative's records
reflecting the action taken, Action taken under this asection
is effective when the last director signs the consent, unless
the consent specifice a different effective date., A consent
signed under this section has the effect of a meeting vote and
may be described as such in any document.

sec. 16. Section 501.403, subsection 3, Code 1997, is
amended to read as follows:
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3. A director may waive any notice required by this
chapter, the articles, ot the bylaws before or after the date
and time atated in the notice. The waiver must be in writing,
signed by the director entitled to the notice, and filed with
the minutes or ecerporate records of the cooperative., A
director's attendance at or participation in a meeting walves
any required notice to that director of the meeting unlesa the

director at the beginning of the meeting or promptly upon the
director's arrival objects to holding the meeting or
transacting bupiness at the meeting and does nct thereafter
vote for or assent to action taken at the meeting,

Sec. 7. Section 501.404, subsection 1, paragraph b, Code
Supplement 1997, ls amended to read as followvs:

b, The material facts of the tramsaction and the
director's interest were discleosed or known to the
sharehoidern members entitled to vote and they authorized,
approved, or ratified the transaction, For purposes of this
paragraph, a conflict of interest transactlon is authorized,
approved, or ratified {f it receives a majority of the votes
entitled to be counted under this paragraph. #Shares Voting
interests cwned by or voted under the control of a director
who has a direct or indirect interest in the transaction, and
shares voting interests owned by or voted under the control of

an entity described in subsection 2, paragraph "a", shall not
be counted in a vote of members tec determine whether to
authorize, approve, or ratify a conflict of interest
transaction under thias paragraph. The vote of those shares
voting Interests, however, is counted in determining whether
the trangaction is approved under other sections of this
chapter, A majority of the votes, whether or not the
sharehotders members are present, that are entitled to be
counted in a vote on the transaction under this paragraph
conatitutes a quorum for the purpose of taking action under
this paragraph.

Sec, 18. Section $01.407, unnumbered paragraph 1, Code
1997, ie amended to read as follows:
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The acrticles may contain a provision eliminating or
limiting the personal liability of a director, officer, or
sharehotder interest holder of the cooperative for monetary

damages for breoach of a fiduciary duty as a director, officer,
or sharehoider interest holder, provided that the provision
does not ellminate or llmit llability for any of the
followingt

Bec. 19. Sectjon 501.407, aubsections 1 and 23, Code 1997,
are amended to read as follows:

1. A breach of the duty of loyalty to the cooperative or
its sharehoiders interest holders.

3. A transactlion from which the director, officer, or
sharehoider interest holder derives an improper peracnal
benefit.

PART B
INDEMNIFICATION

Bec. 20, NEW SECTICN. 501,411 OEPINITIOHS.

As ugsed in this part, unless the context otherwise
requires:

1. “Cooperative" includes any domestic or foreign
predeceseor entity of a cooperative in a merger or other
trangaction in which the predecessor's existence ceased upon
consummation of the transaction.

2., "Director" means an individual who is or was a director
of a cooperative or an i{ndividual who, while a director of a
cooperative, is or was serving at the cocperative's request as
a director, officer, partner, trustee, employee, or agent of
another foreign or domestic ccoperative, corporation,
partnership, joint venture, trust, employee beneflit plan, or
other enterprise, A director is considered to be serving an
smployee benefit plan at the cooperative's request if the
director's duties to the cooperative also impose duties on, or
otherwise involve services by, that director to the plan or to
participants in or beneficiaries of the plan. "Director"
includes, unleas the context requires otherwlse, the estate or
personal representative of a director,

3. "Expenses" include counsel [ees.
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4. “Liability" means the obligation to pay a judgment,
settlement, penalty, fine, including an excise tax assensed
vith reapect to an employee benefit plan, orc reagonable
expenges incurred with respect to a proceeding.

5. "“Official capacity" means:

a. When used with reepect to a director, the office of
director in a cooperative.

b. When used with respect to an individual other than a
director, as contemplated in section 501.417, the office in a
cooperative held by the officer or the employment or agency
telationship undertaken by the employee or agent on behalf of
the cooperative.

"Official capacity" does not include service Eor any other
foreign or domestic cooperative or any corporation,
partnecship, joint venture, trust, enployee benefit plan, or
other enterprise.

6. "party" includes an individual who was, is, or ia
threatened to be made a named defendant or reapondent In a
proceeding.

7. “Proceeding" means any threatened, pending, or
completed action, suit, or proceeding, whether clvil,
eriminal, administrative, or ilnvestigative and whether formal
or informal.

Sec. 21. HEW SECTION. 501.412 AUTHORITY TO INDEMNIFY.

1. Except as provided {n subsection 4, & cooperative may
indemnify an individual made a party to a proceeding because
the individual is or was a director against liabillty incurred
in the proceeding if all of the following apply:

a. The individual acted in good faith,

b. The individual reascnably believed either of the
following:

{13 In the case of conduct 1ln the individual's official
capacity with the cooperative, that the individual's conduct
was in the cooperative's best interests.

{2} 1n all other cases, that the individual's conduct was
at least not opposed to the cooperative's best intereote.
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¢. 1n the case of any criminal proceeding, the individual
had no reasonable cause to believe the individual's conduct
wae unlawful.

2. A director's conduct with respect to an employee
benefit plan for a purpose the director reasonably believed to
be In the interests of the participants in and beneficiaries
of the plan is conduct that satisfies the requirement of
subsection 1, paragrapb "“b", subparagraph (2).

3., The termination of a proceeding by judgment, order,
settlement, conviction, or upon a plea of nolo contendere or
itg equivalent is not, of itself, determinative that the
director did not meet the standard of conduct described in
this section.

4. A cooperative shall not indemnify a director under this
section in either of the following circumstances:

a. 1In connection with a proceeding by or in the right of
the cooperative in which the ditrector was adjudged liable to
the cooperative.

. 1In connection with any other proceeding charging
improper personal benefit to the director, whether or not
involving actlion in the director's offiecial capaclty, in which
the director was adjudged liable on the basis that personal
benefit was Improperly received by the dircctor.

s, 1ndemnification permitted under this section in
connectlion with a proceeding by or in the right of the
cooperative is limited to reasonable expenses incurred in
connection with the proceesding.

Sec. 22. NREW SECTION. 501.413 MANDATORY INDEMNIFICATION,

Unleas limited by its articlee of association, a
cooperative shall indemnify a director who waa wholly
successful, on the merits or otherwise, in the defense of any
proceeding to which the director was a party because the
director is or was a dlrector of the cooperative against
reasonable expenses incurred by the director In connection
with the proceeding.

gec., 23. NEW SECTION. 501,414 RDVANCE FOR EXPENSES.
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1. A cooperative may pay for or reimburse the reascnable
expenses incurred by a director who i3 a party to a proceeding
in advance of final disposition of the proceeding if any of
the following apply:

a. The director furnisghes the cooperative a written
affirmation of the director's good Eaith belief that the
director has met the standard of conduct described in section
501.412.

b. The director furnishea the coopsrative a written
undertaking, executed perscnally or on the director's behalf,
to repay the advance if it is wltimately determined that the
ditector did not meet the standard of conduct described in
section S01.412.

¢. A determination is made pursuant to gection 501.416
that the facts then known to these making the determination
would not preclude indemnification under this part.

2. The undertaking required by subsection 1, paragraph
*b", muat be an unlimited general cbligation of the director
but need not be secured and may be accepted without reference
to financlal ability to make repayment.

3. Determinations and authorizatlone of payments under
this sectlon shall be made in the manner speclfied in sectlon
S01.416.

Sec, 24, WEW SECTION. 501.415 COURT-ORDERED
INDEMRIFICATION,

Unless a cooperative's articles of asaociation provide
otherwise, a director of the coopecrative who is a party to a
proceeding may apply for indemnlficatlon to the court
conducting the proceeding or to ancther court of competent
juriediction. On receipt of an application, the court after
glving any notice the court considers neceasary may order
indemnification if it determines either of the following:

1. The director is entitled to mandatory indemnification
under section 501.413., in which case the court shall also
order the cooperative to pay the director's reasonable
expenses incurred to obtain court-ordered indemnification.
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2, The director is falrly and recascnably entitled to
indemnification in view of all the relevant circumatances,
vhether or not the director met the standard of conduct set
forth in section 501.412 or was adjudged liable as described
in section 501,412, subsection 4, but if the director was
adjudged so liable the director's indemnification is limited
to reasonable expenses incurred.

Sec. 25. NEW SBCTION. 501.416 DETERMINATION AND
AUTHORIZATION OF INDEMNIFICATION.

1. A cooperative shall not indemnify a director under
section 501,412 unless authorized in the specific case after »
determination has been made that indemnification of the
director is permissible in the circumstances because the
director has met the standard of conduct set forth in gection
501.412.

2, ‘The determination shall be made by any of the
followingt

a. By the board of directors by majority vote of a quorum
consisting of directors not at the time parties to the
proceeding.

b, If a quorum cannct be cbtained under paragraph "a", by
majority vote of a cormittee duly designated by the board of
directors, in which designation directors who are parties may
participate, consisting solely of two or more directors not at
the time parties to the proceeding.

c. By special legal counsel.

{1} The special legal counsel shall be selected by the
board of directore or its committee in the manner prescribed
in paragraph "a" or "b".

{2y I1f a quorum of the board of directors cannot be
obtained under paragraph “a" and a committee cannct be
deaignated under paragraph "b", the special legal counsel
ahall be selected by majority vote of the full board of
directors, in which selection directors who are parties may
participate.
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d. By the members, but voting interests owned by or voted
under the control of directors who are at the time parties to
the proceeding shall not be voted on the determination.

3. Authorization of indemnification and evaluation as to
reasonableness of expenses shall be made in the same manner as
the determinatiopn that indemnification is permissible, except
that if the determination is made by apecial legal counsel,
authorization of indemnification and evaluation as to
reasonableness of expenses shall be made by those entitled
under aubsection 2, paragraph 'c", to aelect counsel,

gec, 26. NEW SECTION. 501.417 INDEMNIPICATION OF
OFFICERS, EMPLOYEES, AND AGERTS.

Unleas a cooperative's articles of assoclation provide
otherwise, all of the following apply:

1. An ofticer of the cooperative who 18 not a director s
entitled to mandatory indemnification under section 501.413,
and is entitled to apply for court-cordered indemnification
under section S$01.415%, in each case to the same extent as a
director.

2. The cooperative may indemnify and advance expenses
under this part to an officer, employee, or agent of the
cooperative who is not a director to the same extent as to a
director. .

3. A cooperative may also indemnify and advance eQ%enaea
to an officer, employee, or agent who is not a director to the
extent consistent with law that may be provided by ite
srticles of association, bylaws, general or apecific action of
ite board of directors, or contract.

Sec. 27. NEW SECTICN. 501.418 INSURANCE,

A cooparative may purchase and maintaln insurance on behalf
of an individual who is or was a dlrector, officer, employee,
or agent of the cooperatlve, or who, while a dizector.
officer, employee, or agent of the cooperative, is cr was
serving at the reguest of the cooperative as a director,
officer, partner, trustee, employee, or agent of ancther
foreign or domestic cooperative, corporation, patrtnership,
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joint ventura, trust, employee benefit plan, or other
enterprise, against ljability asserted against or incurred by
that individual 1n that capacity or arising from the
indlvldual's status as a director, officer, employee., oOr
agent, whether or not the cooperative would have power to
indemnify that individual against the same liabillty under
section 501,412 or 501.413.

Sec. 28, NEW SECTION. %01.419 APPLICATICN OF THIS PART.

Bxcept as limited in section 501.412, subsection 4,
paragraph "a", and subsection 5 with respect to proceedings by
ot in the right of the ccoperative, the indemnification and
advancement of expenees provided by, or granted pursuant to,
gectionas 501.411 through 501.418 are not excluaive of any
other rights te¢ which pereons seeking indemnification or
advancement of expenses are entitled under a provislon in the
articles of aseociatlon or bylaws, agreements, vote of the
members or disinterested directors, or otherwise, both as to
action in a person's official capacity and as to action in
another capacity while holding the cffice. However, such
provigions, agreements, votes, or other actions shall not
provide indemnification for a breach of a director’'s duty of
loyalty to the cooperative or its interest holders, for acts
or omissions not in good faith or which involve intentional
miasconduct ot knowlng violation of the law, or for a
transaction from which the person seeking indemnification
derives an improper persconal benefit,

Sec. 29, Section 501.501, Code Supplement 1997, is amended
te read an follows:

501.501 ISSUANCE AND TRANSFER OF 8%6€H INTERESTS,

1. A cooperative may issue the number of shares interests
of each class authorized by its articles, A coopecrative may
isaue Eractional shares interests. Steek Interests may be
represented by certificates or by entry on the cooperative's
stock interest record books.

2. A membec shall not sell or otherwise tranafer voting
ptoek intereats to any person, A member may be reatricted or

vOve 4S
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limited from gelling or otherwise transferring any other class
of ateck interests of the cooperative aa provided by the
cooperative's articles of incorporation asgociation or bylawe
or an agreement executed between the cooperative and the
nember .,

3. A cooperative may acquire its own steek intereats, and
shares interests so acquired constitute authorized but

unissued shares interests.

Sec. 30. Section 501.502, subsection 2, paragraph a, Code
supplement 1997, is amended to read as follows:

a. The member has attempted to transfer steek any intereat
to a person who is not a member and has not been approved for
nembership,

gec. 31, Section 501,502, subsection 4, Code Supplement
1997, is amended to read as follows:

4. The cooperative shall redeem, without interest, the
voting steoek interest of a terminated member within one year
after the termination of the membership for the fair market
value of the steck interest. If the amount origlnally paid by
the member for the voting steek Interest was less than ten
percent of the total amount the member paid for all classes of
steck interests, the cooperative may redeem the voting steek
interest for its lseue price if the cooperative's articles of
ineorporation association grant the cooperative this

authority.

Sec. 32. Section 501.502, subsection 5, unnumbered
paragraph 1, Code Supplement 1997, is amended to read as
follows:

The cooperative shall redeem, without interest, all of the
terminated member's allocated patronage refunds and preferred
stoek interests originally issued as allocated patronage
trefunds for the issue prlce as follows:

Sec. 33. Section 501.503, subsectiona 1 and 4, Code 1997,
are amended to read as followst

1. 1f the articles authorize the payment of dividends
distributions on a class of steck interests, then the
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directors may declare dividends a distribuetion pursuant to the
articles. Bividends-may Distributions shall not exceed elght

percant of the value of the steeck interest in cach fiacal
year, The members may control the amount that is allocated
under this subsection.

4. The cooperative shall have an unconditional binding
obligation to distribute to the members all remaining net
savings as determined under the United States Internal Revenue
Code. These net savings shall be allocated to each member in
propertion to the business the member did with the cooperative
during the preceding flacal year. The net savings may be
separately calculated for two or more categories of business,
and allocated to the members on the basis of business done
within each of these categories, HNet savings shall be
distributed in the form of cash or steck interests, or a
combination of cash and seeck interests, as determined by the
beard.

sec. 34. Section S01.603, subsection 2, Code 1997, ls
amended to read ag folilows:

2. A cooperative may sell, lease, exchange, oOr otherwise
dispose of all, or substantially all, of 1ts property, with or
without the good will, on the terms and conditions and for the
consideration determined by the board, which consideration may
include the preferred-atock interests of another cocperative,
if the board recormends the proposed transactlion to the
members, and the members approve it by the vote of two-thirds
of the votes cast on a ballot in which a majority of all votes
are cast. The board may condition its submission of the
proposed transaction on any basie.

PART B
MERGER AND CONSOLIDATION BETWEEN COOPERATIVES
ORGANIZED UNDER THIS CHAPTER

Sec. 35. HEW SECTION. 501.611 DEFINITIONS,

When used in this part, unleas the context otherwiae
requitea:
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1. "Consolidation' means the uniting of two or more
cooperatives organized under this chapter into one coopetative
organized under this chapter, in such manner that a new
cooperative is formed, and the new cooperative abgorbs the
others, which cease to exist as separate entitles.

2. "Dissenting member" means a voting member who votes in
opposition to the plan of merger or consclidation and who
makes a demand for payment of the falr value under section
501.615.

3. “rFair value" means the cash price that would be pald by
a willing buyer to a willing seller, neither being under any
compulaion to buy or sell,

4. "lIseue price” means the amount pald for an interesat in
the old cooperative or the amount stated in a notice of
allocation of patronage distributions.

5. "Merger" means the uniting of two or more cooperatives
organized under this chapter lnto one cooperative organized
under this chapter, In such manner that cne of the merging
associations continues to exist and absorbs the others, which
cease to exist as entities. “"Merger" does not include the
acquisition, by purchase or otherwise, of the assets of one
cooperatlve by another, unless the acquisition only becomes
eftective by the filing of articles of merger by the
cooperatives and the isavance of a certificate of merger
pursuant to sections 501.617 and 501.618.

6. “Mew cooperative” is the cooperative resulting from the
consolidation of two or more cooperatives organized under this
chapter.

7. "0ld cooperative" means the cocperative in wihlich the
member owng or owned a membership prior to merger or
consolidation.

8. “Surviving cooperative" is the coopesratlve regulting
from the merger of two or mote cooperatives orgamnized under
this chapter.

Sec. 36. NEW SECTION. S01.612 MERGER.
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Any two or more cooperatives may merge into one cooperative
in the manner provided im this section. The board of
directors of each cooperative shall, by vesolution adopted by
a majority vote of all membere of each board, approve a plan
of nerger which shall set forth all of the Eollowing:

1. The names of the cooperatives proposing to merge and
the name of the surviving cooperative.

2. The terms and conditiona of the proposed merger.

3. A statement of any changes in the articles of
associatlon of the surviving cooperative.

4., Other provisions deemed necessary ovr desirable.

Sec. 37. HMNEW SECTION. 501.613 CONSOLIDATION.

Any two or more cooperatives may be consolidated into a new
cooperative as provided in this section, The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all members of each board, approve a plan
of consolidation aetting forth:

1. The namee of the cooperatives proposing to consclidate
and the name of the new cooperative.

2. The terms and conditions of the proposed consoclidation,

3. HWith respect to the new cooperative, all of the
statements required to be set forth in articles of association
for cocperatives.

4, Other provisions deemed neccssary or desirable.

Sec, 38. NEW SECTION. 501.614 VOTE OF MEMBERS.

1. The board of directors of a cooperative, upon approving
a plan of merger or consolldation, shall, by motion or
resclutlon, direct that the plan be submitted to a vote at a
meeting of members, which may be either am annval or special
meeting. wWritten notice shall be given not less than twenty
days prior toc the meeting, either personally or by mall, to
each voting member of record. The notice shall state the
time, place, and purpose of the meeting, and a summary of the
plan of merger or consclidation ashall be included in or
enclosed with the notice.

vove 4S
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2. At the meeting, a ballot of the members who are
entitled to vote in the affairs of the assoclation shall be
taken on the proposed plan of merger or consolidation. The
plan of merger or consolidation shall be approved if two-
thirds of the members vote affirmatively on a ballot in which
a majority of all voting members participate. Voting may be
by mail ballot notwlthatanding any contrary provision In the
articles of association or bylaws.

Sec, 39. MNEW SECTION. 501.615 OBJECTION OF MEMBERS --
PURCHASE OF INTERESTS UPQN DEMAND,

1. If a member of a cooperative which is a party to a
merger or consclidation files with the cooperative, prior to
or at the meeting of membetrs at whlich the plan is submitted to
a vote, a written objection to the plan of merger or
consolidation, and voteas in opposition to the plan, and the
member, within twenty days after the merger or consolidation
is approved by the other membera, makes written demand on the
purviving or new cooperative for payment of the fair value of
that member's interest as of the day prior to the date on
which the vote was taken approving the merger or
consclldation, the surviving or new cooperative shall pay to
the member, upon surrender of that peraon's certificate of
membership or interests in the cooperative, the fair value of
that person's intereat as provided in section 501.616. A
member who fails to make demand within the twenty-day perlod
is concluaivaely presumed to have consented to the merger or
congolldation and is bound by ite terms,

2. In the event that a dissenting member does business
with the surviving or new cooperative before payment has been
made for that person's membership, the dissenting member ia
deemed to have consented tc the merger or consolidation and to
have waived all further righte as a dissenting member.

Sec, 40, NREW _SECTION., 501.616 VALUE DETERMINED.

1. Within twenty days after the rerger or congolidation s
effected, the surviving or new cooperative shall make a
written offer Lo each diassenting member to pay a specified aum
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deemed by the surviving or new cooperative to be the fair
value of that dissenting member's interest in the old
cooperative. This offer shall be acccmpanied by a balance
sheet of the old cocperative as of the latest available date,
a profit and loss statement of the old cooperative for the
twelve-month period ending on the date of the balance sheet,
and a 1ist of the dlasenting member's interests in the old
cooperative. 1f the dissenting member does not agree that the
sum stated in the notice represente the falr value of the
member ‘s interest, then the member may file a weritten
objection with the surviving or new cooperative Wwithin twenty
days after receiving the notice. A disaentlng member who
fails to file the objection withln the twenty-day period ls
conclusively presumed to have consented to the fair value
stated in the notice.

2. II the aurviving or new cocperative receives any
objections to fair values, then within ninety days after the
merger or consolidation is effected, the surviving or new
cooperative shall file a petition {m Jdistrict court asking for
a Einding and determination of the falr value of each type of
equity. The action ahall be tried as an equitable action.

3, The fair value of a dissenting member's interest in the
cld cooperative shall be determined as of the day preceding
the mergexr or consolidation by taking the lesser of either the
lasue price of the dissenting member's membership, deferved
patronage, and any other interests in the cooperative, or the
amount determined by subtracting the old cooperative's debts
from the falr market value of the old cooperative’s assets,
dividing the remainder by the total isgue price of all
memberships., deferred patronage and all other interests, and
then multiplying the quotient from this divialon by the total
lsgue price of a dissenting merber's membership, deferred
patronage, and other interests.

4. The surviving or new cooperative shall pay to each
dissenting member in cash within sixty days after the merger
or consolidation the amount paid in cash by the dissenting
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member for that member's interesgt in the old cooperative. The
surviving or new cooperative shall pay the remaindet of each
disgenting member's Fair value in ten annual equal payments.
The final payment nust be made not later than tifteen years
after the merger or consclidation. The value of the deferred
patronage or interesgts igaued to evidence deferred patronage
ahall be conaidered a liability of the surviving or new
cooperative as reflected in the accounts of the surviving or
new cooperative until the value of the deferred patconage or
interests issued to evidence defetrred patronage ie paid in
full to the dissenting member. A dissenting member who is a
natural person who dies before receiving the fair value shall
have all of the person's fair value paid with the same
priority as if the person was a member at the time of death.

Sec. 4l. NEW SECTION. 501.617 ARTICLES OF MERGER OR
CONSOLIDATION,

Upon approval, articles of merger or articles of
consolidation shall be executed by each cooperative as
provided in section 501.105%. The articles must include the
followling:

1. The plan of merger or the plan of consolidation.

2, As to each cooperative, the number of members.

1. As to each cooperative, the number of members who voted
for and against the plan at the meeting called for that
purpose.

The articles of merger or articles of consolidation shall
be delivered to the secretary of atate for filing.

The secretary of state, upon the filing of articles of
merger ot articles of conesolidation, shall issve a certificatce
of merger or a certificate of consolidation and send the
certificate to the surviving or new cooperative, ot to its
repregentative.

Sec, 42. NEW BECTION. 501,618 WHEN EFFECTIVE -- EFFECT.

A merger or consolidation ghall become effective upon the
date that the certificate of merger or the certificate of
consclidation is lusued by the secretary of state, or the
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effective date specified in the articles of merger or articles
of consclidation, whichever is later.

wWhen a merger or conscolidation has become affective:

1. The several cooperativea which are parties to the plan
of merger or congolidation shall be a single cooperatlve,
vhich, in the case of a merger, shall be that cooperative
designated in the plan of merger as the surviving cooperative,
and, in the case of consolidation, shall be that cooperative
designated in the plan of consolidation as the new
cooperative.

2. The separate existence of all cooperatives which are
parties to the plan of merger or congelidation, except the
surviving or new cooperative, shall cease.

3. The surviving or new cooperative shall have all the
righte, privileges, immunities, and powers and shall be
subject to all the duties and llabilities of a cocperative
organized under this chapter.

4. The surviving or new cooperative ashall possess all the
rights, privileges, fmmunities, and franchises, public as well
as private, of each of the merging or congolidating
cooperatives.

5, HAll property, real, personal, and mixed, and all debts
due on whatever account, lncluding all chosesg in action, and
all and every other interest, of or belonging to or due to
sach of the cooperatives merged or consolidated, shall be
trangferred to and vested in the purviving or new cooperative
without further act or deed. The title to any real estate, Or
any interest in real estate vested in any of the cooperatlves
merged or conpolidated, shall not revert ot be in any way
impalred by reason of the merger or consolidation.

§&. A survliving or new cooperative shall be responaible and
liable for all obligationg and 1iabilitlies of each of the
cooperatives merged or conaolidated.

7. Any claim existing or action or proceeding pending by

or againat any of the cooperatives wmerged or consolidated may
be prosecuted as if the merger or consolidation had not taken




Senate File 2404, p. 23

place, or the surviving or new ccoperative may be substituted
for the merged or consclidated ccoperative. WNelther the
rights of creditors nor any llens upon the property of any
cooperative ghall be impaired by a merger or comeolidation.

8. 1In the case of a merger, the articles of association of
the gurviving cooperative shall be deemed to be amended to the
extent that changes in its articles of asscciation are stated
in the plan ¢f merger. 1In the case of a conaolidation, the
statements set forth in the articles of consolidation which
are required or permitted to be set forth in the artlicles of
association of a ceooperative shall be deemed to be the
criginal articles of asscciation of the new cooperative.

9. The aggregate amount of the net agseta of the merging
or consclidating cooperative which was available for the
payrent of distributions immediately prior to the merger oc
conasolidation, to the extent that the amount ls not
transferred to etated capltal by the lasuvance of intereats ot
otherwiae, shall continue tc be avallable for the payment of
diagtributions by the surviving or new cooperative.

Seac. 43. NBW BECTION. 501.619 ABDANDOMMENT BEFORE FILING.

At any time prior to the filing of the articles of merger
or consolidation, the merger or consolidation may be abandoned
pursuant to provisions set forth in the plan of metrger or
consolidation,

SUBCHAPTER VII
RECORDS AND REPORTS
PART A
RECORDS

Sec, 44. NEW SECTION. 501.701 RECORDS.

1. A cooperative shall keep as permanent records minutes
of all reetings of its members and board of directors, a
record of all actions taken by the members or board of
directors without a meeting, and a record of all actions taken
by a committee of the board of directors in place of the bhoard
of directors on behalf of the cooperative.
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2, A cooperative shall maintain appropriate accounting
records.,

3. A cooperative or its agent shall maintain a record of
its interest holders in a form that permits preparation of a
llst of the names and addresses of all interest holders in
alphabetical order by clase of interests showing the number
and class of interests held by each.

4. A cooperative shall maintain its records in written

form or in another form capable of conversion into written
forn within a reascnable time.

5, A cooperative shall keep a copy of the following
recordat

a. [Ite articles or restated articles of association and
all amendments to them currently in effect,

b. Ite bylaws or restated bylaws and all amendments to
them currently in effect.

c. Resolutiona adopted by 1lts beard of directore creating
one or more classes or series of interests, and fixing their
relative rights, preferences, and limitationas, if the
interests issued pursuant to those resclutions are
cutstanding.

d. The minutes of all members' meetings, and records of
all action taken by members without a meeting, for the past
three years.

e. All written communications to interest holders
generally within the past three years, including the fipancial
statements furnished for the past three years under aection
S0L.711.

. A list of the names and business addresses of its
curtent directors and officers,

9. 1ts moat recent biennial report delivered to the
secretary of state under section S01.713.

Sec. 45, NEW SECTION. S01.702 TINSPECTION OF RECORDS BY
INTEREST HOLDERS.

1. An interest helder of a cooperative is entitled to

inspect and copy, during regular business hours at the
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cooperative's principal office, any of the records of the
cooperative described in section 501,701, subsection 5, if the
interest holder gives the cooperative written notice of the
intereat holder's demand at least five businesn days before
the date on which the interest holder wishes to ingpect and
copy.

2, An interest holder of a cooperative i3 entitled to
inspect and copy, during regulat business hours at a
reasonable location specified by the cooperative, any of the
following records of the cooperative if the interest holder
meets the requirements of subsection 3 and gives the
cooperative written notice of the interest helder's demand at
least five business days before the date on which the interesat
nolder wishes to inspect and copy any of the fcllowing:

a. Excerpts from minutes of any meeting of the board of
directors, records of any action of a committee of the board
of directora while acting in place of the board of directors
on behalf of the cooperative, minutes of any meeting of the
members, and records of action taken by the members or board
of directors without a meeting, to the extent not subject to
tmgpection under subsection 1 of this secticn.

b. Accounking records of the cooperative.

¢. The record of interest holdecs.

3. An interest holder may inspect and copy the records
described in subsectlion 2 only if:

a. The interest holder's demand is made in good faith and
for u proper purpose.

b. The interest holder descrlbes with reascnable
particularity the interest holder's purpose and the records
the intereast holder desires to inapect.

c. The records are directly connected w@ith the interest
holder's purpose.

§. The right of inspection granted by this section shall
not be abolished or limited by a cooperative's articlea of
association or bylaws.

§. This section does not affect either of the follewing:
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a. The right of a member to obtain information under
section S01.702 or the right of an interest holder to obtain
information, if the interest holder is in litigation with the
cooperative, to the same extent as any other litigant.

b, The power of a court, independently of this chapter, to
compel the production of cooperative records for examination.

Sec. 46. NEW SPCTION. 501.703 SCOPE OF INSPECTION RIGHT.

1. An interest holder's agent or attorney has the game
inspection and copying righta as the interest holder the agent
or attorney represents.

2. The right to copy reccrds under section 501.702
includes, if reasonable, the right to receive copies made by
photographic, xerographic, or other technolegical means.

3. The cooperative may impease a reasonable charge,
covering the costs of labor and material, for coples of any
documents provided to the interest holder. The charge shall
not exceed the eatimated coat of production or reproduction of
the records.

4. The cooperative may comply with an interest holder's
demand to inspect the record of interest holders under section
501.702, subsection 2, paragraph "¢, by providing the
interest holder with a list of its interest holders that was
compiled no earlier than the date of the interest holder’s
demand.

Sec. 47. NEW SECTION. 501.704 COURT-ORDERED IHSPECTION.

1. 1f a ccoperative does not allow an interest holder who
complies with section 501.702, subsection 1, to inspect and
copy any records requitved by that subsection to be available
for inspection, the district court of the county where the
coopecratlve's principal offlce or, if none in thia state, its
teglatered office is located may summarily order inspection
and copying of the records demanded at the cooperatlive's
expense upon application of the interest holder.

2. 1f a cooperative does not within a reasonable time
allow an interest holder to ingpect and copy any other
tecords, the interest holder who complies with section
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501,702, subaections 2 and 3, may apply to the district court
in the county where the cooperative's principal office or, if
not in this state, its registered offlce ls leocated for an
grder to permit ingpection and copying of the records
demanded. The court shall dispose of an application under
this subsection on an expedited basis.

1. T1f the court orders inspection and copying of the
records demanded, it shall also order the cooperative to pay
the intereat holder's costs, including reasonable counsel
tees, incurred to obtain the order unless theo cooperative
proves that it refused inspection in good faith because it had
a reasonable basis for doubt about the right of the interest
holder to inspect the records demanded.

4. If the court orders inspection and copying of the
records demanded, it may impose reasonable restrictions on the
use or distribution of the records by the demanding interest
holder.

PART B
REPORTS

Sec. 48, NEW SECTION., 501.711 FIRANCIAL STATEMENTS FOR
INTEREST HOLDERS.

A cooperative shall prepare annual financial statements,
which may be consolidated or combined statements of thf
cooperative and one or mere of its subgidiaries, as
appropriate, that include a balance sheet as of the end of the
fiscal year and an lncome statement for that year. Upon
wrltten reguest Erom an interest holder, a cooperatlve, at ite
expense, shall furnish to that interest nolder the financial
statements requested. If the annual Einancial statements are
reported upon by a public accountant, the report must

accompany the financial statements.

gSec. 49. NEW SECTION. $01.712 OTHER REPORTS TO INTERBET
HOLDERS .

1. If a cooperative indemnifles or advances cxpengses to a
director under sections 501.412 through 501,415 in connection
with a proceeding by or in the right of the cocperative, the
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cooperative shall report the indemnificatlion or advance in
writing to the members with or before the notice of the next
pembers’' meeting.

2. 1f a cooperative issues or authorizes the lasvance of
intereats For promissory notes or for promises to render
servicea in the future, the cooperative shall report in
writing to the members the number of interests authorized or
issued, and the consideration reccived by the cooperative,
with or before the notice of the next members' meeting.

gec. 50, NEW SECTION., 501,713 ANRUAL REPORT FOR
SECRETARY OF STATE,

1. Each cooperative authorized to trameact businees in
this state shall dellver Lo the secretary of state for filing
an annual report that sets forth all of the followingt

#. The name of the cocperative.

b. The address of its registered offlice and the name of
its registered agent at that office in this state, together
with the consent of any new registered agent,

c. The address of its principal office.

d. The names and addresees of the president, secretary.
treapurer, and one member of the board of directors.

2. Information in the annual report must be current as of
the first day of January of the year in which the report is
due. The report shall be executed on behalf of the
cooperative and slgned as provided in section $01.105 or by
abhy other person authorized by the board of directors of the
cocperatlive.

3. The first annuval report shall be delivered to the
secretary of state between January 1 and April 1 of the First
even-numbered year followlng the calendar year in which a
cooperative was organized. BSubseguent annual reports ruwat be
delivered to the secretary of state between January 1 and
April 1 of the Eollowing calendar years. A filing [ee for the
annval report shall be determined by the secretary of state.

4. 1If an annual ceport does not conktain the information
tequlred by this section, the secretary of state shall
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prouptly notify the reporting cocperative in writing and
return the report to the cooperative focr correction.

5. The secretatry of state may provide for the change of
regiatered office or registered agent on the form predcribed
by the secretary of state for the annual report, provided that
the form contalns the information required in section 501.106.
1f the secretary of state determines that an anpual report
does not contain the information required by this section but
otherwise meets the requirements of scction 501.106 for the
purpone of chamging the registered cffice or registeced agent,
the secretary of state shall flla the atatement of change of

regiptered office or registered agent, affective as provided

in section %01,105, before returning the biennial report to
the cooperative as provided in this section. A staltement of
change of registered office or agent pursuant to this
subsection shall be executed by a person authorized to execute
the annual report.
DIVISION VIII
DISSOLUTION
PART A
GERERAL )

Sec., 51, WNBW SECTION. 501.801 DISSOLUTION BY ORGANIZERS
OR INITIAL DIRECTORS.

A majority of the organizers or initial directors of 4
cooperative that has not issued intereats or has not commenced
business may dissclve the cooperative by delivering to the
secretary of state for £iling articlea of dissolution that aset
Eorth all of the fellowing:

1. The name of the cooperative.

2. The date of its organization.

3. Either of the following:

a. That none of the cooperative's interests have been

b, That the cooperative has not commenced business.
4. That no debt of the ccooperative remains unpaid.
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5. That the net assets of the cooperative remaining after
winding up have been distributed in accordance with thisa
chapter and the articles of aseociation of the cooperative,

6. That a majority of the organizers or initlial directors
authorlzed the dissoclution.

Bec. 52. NEW SECTION, 501,802 DISSOLUTION BY BOARD OF
DIRECTORS AWD MEMBERS.

1. A cocperative's board of directors may propose
diseolution for submission to the members.

l. For a proposal to dissolve to be adopted both of the
feliowing must apply:

a. The board of directors must tecommend dissolution to
the members unless the hoard of directors determines that
becauge of conflict of interest or other special circumatances
it should make no recommendation and communicates the basise
for ita determination to the members.

b. The members entitled to vote must approve the proposal
to dissolve as provided in subsection 5.

3. The board of directors may condition its eubmisslion of
the proposal for diszscluticn on any basis,

4., The cooperative shall notlfy each member of a meeting
to consider disaolution in accordance with section 501.302.
The notice must alsg state that the purpose, or one of the
purposes, of the meeting is to consider dissclving the
cooperative,

S, Unleas the articles of assoclation or the hoard of
directors acking pursuant to subsection 3 require a greater
vote or a vote by voting groups, the proposal to dissolve must
be approved by a majority of all the votes entitled to be cast
on that proposal in order to be adopted.

Sec. 53. NEW SBCTIOM. 501.803 ARTICLES OF DISSOLUTION.

1. At any time after dissolution is authorized, the
cooperative may dissolve by delivering to the secretary of
state for Filing articles of dissclution setting forth all of
the following:

a. The name of the cocperative.
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b. The date dissolution was authorized,

¢. 1F disgsolution was approved by the members, both of the
following:

(1) The number of votes entitled to be cast on the
propesal to diascolve.

(2) Either the total number of votes cast for and against
dissolution or the total number of undisputed votes cast for
dlasolution and a atatement that the number cast for
dissolution was sufficient for approval.

2., A cooperative is dissolved upon the effective date of
ity articles of disaolution,

Sec. $4. MNEW SECTION, 501,804 REVOCATION OF DISSOLUTION,

1. A cooperative may revoke its dissolution within one
hundred twenty days of the effective date of the dissolution.

2. Revocation of dissolution must be authorized ln the
same manner as the dissolutlon was authorized unless that
avthorization permitted revocation by action of the board of
directors alone, ln which event the board of directors may
revoke the dissclution without member action.

3. After the revocation of dissolution is authorized, the
cooperative may revoke the dlssolution by delivering to the
pecretary of atate for filing articles of revocation of
dissolution, together with a copy of lts articles of
disgolution, that set forth all of the following:

a. The name of the cocperatlve,

b. The effective date of the dissolution that was revoked.

¢. The date that the revocation of dissolution was
authorized.

4. If the cooperative's board of directors or organizers
revoked the dissolution, a statement to that effect.

e. If the cooperative's board of directors revoked a
diseolutlon authorized by the membors, a statement that
tevocation was permitted by action by the board of directors
alone pursuant to that authorization.

E. 1f member action was required to revoke the
dissolution, the information required by section 501.803,
subsection 1, paragraph "c".
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4, Revocation of dissolution is effective upon the
effective date of the articles of revocation of dissolutlon.
%. When the revocation of dissolution is effective, it
relates back to and takes effect aa of the effective date of

the digpolution as {f the diasolution had never occurred.

Sec. 55. REW SBCTION. 601.805 EPFECT OF DISSOLUTION.

1. A dissoclved cooperative continues its existence but
shall not carry on any busineas except that appropriate to
wind up and liquidate its business and affairs, including any
of the followingt

a. Collecting its asgets.

b. Disposlng of ita properties that will not be
distributed in kind in accordance with this chapter and the
cooperative's articlea of assoclation.

c. Discharging or making provision for dlacharging ite
liabllitiea.

d. Distributing ite remaining property in acccrdance with
this chapter and the cooperative's articles of association.

e. Doing every other act necessary to wind up and
liquidate its business and affairs.

2. Dissolution of a cooperative does not do any of the
follewing:

a. Tranafer title to the cooperative's property.

b. Praevent transfer of ite interests, although the
authorization to dissolve may provide for cloaing the
cooperative's interest transfer records.

¢. Bubject its directors or cfficers to standards of
conduct different from those preacribed in section 501.406.

d. Change quorum or voting requirements for its board of
directors or members; change provisions for selection,
reslgnation, or removal of its directcrs or officers or both;
or change provisions for amending its bylaws.

e. Prevent commencement of a proceeding by or against the
cooperative in its name.

£. Abate or suspend a proceeding pending by or against the
cooperative on the effective date of dissolution.
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g. Terminate the authority of the registered agent of the
cooperative.

Sec, 56. NEW SECTION. 501.805A DISTRIBUTION OF ASSETS.

Upon the cooperative's dissolution, the cooperative's
ascets shall firet be used to pay erxpenses necessaty to carry
out the dissolution and liguidation of assets, then be uged to
pay the cooperative’'s obligations other than the payment of
deferred patronage or interests issued ae deferred patronage.
and the remainder shall be paid in the manner aet forth in the
cooperative's atticles of assoclation.

Sec. 57. NEW SECTION. 501.806 KNOWN CLAIME AGAINST
DISSOLVED COQPERATIVE.

1. A disgsolved cooperative may dispose of the known ¢claims
againat it by following the procedure described in this
section.

2. The dissclved cooperatlve shall notify its known
claimants in writing of the dissolution at any time after the
effectivae date of the dissclution. The written notice must do
all of the following:

a. Describe Information that must be included in a clain.

b, Provide a mailing address where a clalm may be sent.

¢. State the deadline, which shall not be fewer than one
hundred twenty days from the effective date of the weitten
notice, by which the dissolved cooperative must receive the
claim.

d. State that the claim will be barred if not received by
the deadline.

3. A clalp againat the diasolved cooperative is barred 4f
either of the following cccur:

s. A claimant who was glven written notice under
aubsection 2 does not deliver the claim to the dissolved
cooperative by the deadline.

b. A claimant whose claim was rejected by the dissolved
cooperative does not commence a proceeding to enforce the
elaim within ninety days from the effective date of the
rejection notice.
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4. For purposes of thle section, "claim" dues not include
a contingent liability or a clain based on an event occurring
after the effective date of diesclution.

Sec. 58. MNEW SECTION, 501.807 UNKHOWN CLAIMS AGAINST
DISSOLVED COOPERATIVE.

1. A digsclved cooperatlive may also publish notice of its

dissolution and request that persons with claims against the
cooperative present them in accordance with the notice.

2, The notice must meet all of the following requirements:

a. Be published one time in a newspaper of general
circulation in the county where the diasaclved cooperative's
principai offlce or, if not in this atate, its registered
office ia or was last located.

b. Deseribe the information that must be included in a
claim and provide a mailing address where the claim may be
sent.,

c. State that a clalm against the cooperative will be
barred unlesa a proceeding to enforce the claim is comnenced
within five yecars after the publication of the notlce.

3, 1f the digsclved cocperative publigshes a ncwapaper
notice ln accordance with subsection 2, the claim of each of
the following claimants is barred unless the claimant
commences a proceeding to enforce the claim againast the
disaolved cooperative within five years after the publication
date of the newspaper notice:

a. A claimant who did not receive written notice under
sectlon 501.806.

b. A claimant whose claim was tirely sent to the digsolved
cooperative but not acted on.

¢. A& claimant whose claim is contingent or based on an
event occurring after the effectlve date of dissolution.

4. A clain may be enforced under this section in either of
the following waye:

a. Against the dissolved cooperative, to the extent of its
undistributed assets.
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b, 1If the assets have been distributed in liquidation,
against an interest holder of the dissolved cooperative to the
extent of the intecesat holder's pro rata share of the claim or
the cooperatlve assets distributed to the interest holder in
liquidation, whichever is less, but an interest holder's total
llability for all claims under this sectlon shall not exceed
the total amount of assets dlstributed to the interest holder
in liguidation.

PART B
ADMINISTRATIVE DISSOLUTION

gec. 59. NEW SECTIONM. 501.811 GROUNDS FOR ADMEINISTRATIVE
DISSOLUTION.

The secretary of state may commence a proceeding under
section S01.812 vo administratively dissolve a cooperative if
any of the following apply:

1. The cooperative has not delivered an annual report to
the secretary of state in a form that meets the reguirements
of section 501.713, within sixty days atter it is due, or ham
not paid the filing fee as determined by the secretary of
state, within sixty days after it is due,

2, The cooperative ie without a reglstered agent or
tegistered office In this state for slxty days or more.

3. The cooperative does not notify the secretary of state
within aixty days that its reglstered agent or registered
office has been changed, that lte registered agent has
teaigned, or that lts registered office has been discontinued,

4. The cooperative's perlod of duratlon stated in its
articles of association expires.

Sec, 60, NEW SECTION., 501.812 PROCEDURE FOR AND EFFECT
OF ADMINISTRATIVE DISSOLUTION.

1, If the secretary of state determines that one or more
gerounds exlot under gection 501.811 for dissolving a
coopecative, the secretary of state shall serve the
cooperative with wrltten notice of the secretary of state's
deteemination under section 501.106.
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2, 1€ the cooperative does not correct each ground for
digsolution or demonstrate to the reasonable satisfactlion of
the secretary of state that each ground determined by the
secretary of state does not exigt withln sixty days after
service of the notice is perfected under section $01.106, the
sgcretary of state shall administratively dissolve the
cooperative by signing a certlficate of dissolution that
recites the ground or grounda for disasolution and ite
effective date. The secretary of state shall file the
original of the certiflcate and serve a copy on the
cogperative under section S01.106,

3. A cooperative adminlstratively disaolved continues Lta
existence but shall not carry on any business except that
necessary to wind up and lLlquldate its business and affalrs
under pection 501.805 and notify claimants under sections
501.806 and 501.807.

4. The administrative dissolution of a cooperative does
not terminate the authority of ite registered agent.

5. The secretary of state's administrative dissolution of
a cooperative pursuant to this section appoints the secretary
of state the cooperative's agent for service of process in any
proceeding based on a cause of action which arose during the
time the cooperative vas authorized to transact business In
this state, Secvice of process on the secretary of state
under this subsection Ls secrvice on the ccoperative. Upon
recelpt of process, the secretary of satate shall serve a copy
of the process on the coopecative as provided in gection
501.106. This subsection does not preclude service on the
cooperative's reglstered agent, if any.

Sec, §1. MNEW SECTION. 501.813 REINSTATEMENT POLLOWING
ADMINISTRATIVE DISSOLUTION.

1. A cooperative administratlvely dlessclved under section
501.812 may apply to the secretary of state for reinstatement
within two years after the effectlive date of dissolution. The

application must meet all of the following requirements:
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a. Recite the name of Lhe cooperative at its date of
dissolution and the effective date of ite administrative
dissolution.

b. State that the ground or grounds €or dissolution have
been eliminated.

¢. Btate a name that satisfies the requirements of section
501.104.

d. Stake the federal tax identificatlon numbec of the
cooperative.

2. a. The secretary of state shall refer the federal tax
identification number contained in the application for
reinastatement to the department of revenue and finance. The
Jepartment of revenue and finance shall report toe the
secretary of state the tax status of the cooperative. 1If the
department reports to the sccretary of state that a filing
delinquency or liability exints against the cooperative, the
pecretary of state shall not cancel the certificate of
dissolution until the filing delinquency or liability is
satiefied.

b. If the secretary of state determines that the

application contains the information required by subsection 1,

and that a delinguency or liability reported pursuant to
paragraph "a" has been eatisfied, and that the information is
correct, the secretary of state shall cancel the certiEicate
of dissolution and prepare a certificate of reinatatement that
recites the secretary of state's determination and the
effective date of reinstatement, file the original of the
certificate, and serve a copy on the cooperative under section
501.106. IFf the name of the cooperative as provided in
subsection 1, paragraph "c¢", is different tham the name in
subsection 1, paragcaph "a", the certiflcate of reinstatement
ghall conatitute an amendment to the articles of assoclation
insofar as it pertains to the name.

3. When the reinstatement is effective, it relatesa back to
and takes effect as of the effective date of the
administrative dissolution as if the administrative
dissclution had never cccurred.
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sec, 62. MNEW SECTION. 501.814 APPEAL FROM DENIAL OF
RETRSTATEMERT.

1. If the secretaty of state denies a cooperative's
application for reinstatement following administrative
dissolution, the smecretary of state shall serve the
cooperative under section 501.106 with a wrltten notice that
explalins the reason or reasons for denial.

2. The cooperative may appeal the denial of reinstatement
to the district court within thirty days after service of the
notice of denial is perfected. The cooperatlve appeals by
petitioning the court to set aside the dissclution and
attachlng to the petition copies of the secretary of atate's
certificate of dissolution, the cooperative's application for
reinstatement, and the secretary of state's notice of denial.

3. The court may summarily order the secretary of state to
reinstate the dlesolved cooperative or may take other action
the court consliders appropriate.

4. The court's final decigion may be appealed as in other
civil proceedings.

PART C
JUDICIAL DISSOLUTICH

Sec. 63. NEW SECTION. S01.B21 GROUNDS FOR JUDICIAL
DISSOLUTION.

The district court may dissolve a cooperative in any of the
tollowing ways:

1. A proceeding by the attorney general, if it la
sgtablished that either of the following apply:

a. The cooperative obhtained its articles of association
through fraud.

b. The cooperative has continued to exceed or abuse the
authority conferred upon Lt by law.

2. A proceeding by a member if it la established that any
of the following conditions exist:

a. The directora are deadlocked In the management of the
cooperative's affairs, the members are unable to break Lhe
deadlock, and either irreparable injury to the cooperative ia
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threatened or being suffered, or the business and affairs of
the cooperative can no leonger be conducted to the advantage of
the interest holders generally, because of the deadlock.

b. The directors or those in control of the cooperative
have acted, are acting, or will act in a manner that is
illegal, oppressive, or Fraudulent.

¢. The members are deadlocked in voting power and have
failed, for a period that includes at least two congecutive
annual meeting dates, to elect successors to directors whose
terme bave expired.

d. The cooperative's agsets are being misapplied or
~asted,

3. A proceeding by a creditor if it is established that
either of the following apply:

a. The creditor's claim has been reduced to judgment, the
execution on the judgment returned unsatipfied, and the
cooperative is insclvent.

b. The cooperative haa admitted in writing that the
creditor's claim is due and owing and the cooperative is
ingolvent.

4. A proceeding by the cooperative to have ite voluntary
dissoclution continued under court supervision.

Sec. 64. HNEW SECTION, 501.822 PROCEDURE FOR JUDICIAL
DISSOLUTION.

1. Venue for a proceeding by the attorney general to
dissolve a cooperatlve lies in Polk county district court.
Venue for a proceeding brought by any other party naned in
section 501.821 liea in the county where a cooperative's
principal office or, if not In thia state, ite registered
office 16 or was last located,

2. It ls not necessary to make interest holders parties to
a proceeding to dissclve a cooperative unless relief is sought
againat them individually.

3. A court in a proceeding brought to dissclve a
cooperative may issue injunctions, appolnt a receiver or
custodian pendente lite with all powers and duties the court
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ditects, take other action requived to preserve the
cooperative's assets wherever located, and carry on the
business of the cooperative until a full hearing cam be held.

Sec. 65, NEW SECTION, 501,823 RECEIVERSHIP OR
CUSTODTANSHIP.

1. A court in a judicial proceeding brought to dissolve a
cooperative may appoint one or more receivers to wind up and
liquldate, or one or more custodians to manage, the buginess
and affaire of the cooperative. The court shall held a
hearing, after notifying all parties to the proceeding and any
interested persons designated by the court, before appointing
a receiver or custodian. The court appointing a receiver or
custodian has exclusive jurisdlction over the cooperative and
all its property wherever located.

2. The court may appeint am individual or a domestic or
foreign corporation authorized to transact business in this
state as a receiver or custodian. The court may require the
tecelvar or custodian to post bond, with or without sureties,
in an amount the court directs.

3. The court shall describe the powers and duties of the
receiver ot custodian in its appointing order, whlch may be
amended from time to time,

a. Among other powers, the receiver may do any of the
following:

{1} Dbispose of all or any part of the assets of the
cooperative wherever located, at a public or private sale, {f
authorized by the court.

(2) B8ue and defend in the receiver's own name as receiver
of the cooperative in all courts of this atate.

b. The custodian may exercise all of the powere of the
cooperative, through or in place of ltms board of directors or
officers, to the extent neceasary to manage the affairs of the
cooperative in the best interests of its interest holders and
creditors.

4. The court during a receivership may redesignate the
receiver a custodian, and during a custcdianship may
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redesignate the custodian a receiver, 1if doing so is in the
best interests of the cocperative, its interest holders, and
creditora.

%, The court from time to time during the receivershlp or
custodianship may order compensation pald and expenae
disbursements or reimbursements made to the receiver or
¢custodian and the receiver's or custodian's counsel from the
agsets of the cooperative or proceeds from the sale of the
asgets,

Sec. 66. NEW SECTION. 5061.824 DECREE OF DISSCLUTION.

1. 1If after a hearing the court determines that one or
mece grounds For judicial dissolution descrlbed in section
501.821 exist, it may enter a decree dissclving the
cooperative and specifying the effective date of the
dlasoclution, and the clerk of the district court shall deliver
a certified copy of the decree to the secretary of state, who
shall file at.

2. After entering the decree of dissolutlon, the court
shall direct the winding up and liquidation of the
cooperative's business and affairs in accordance with section
50L.805 and the notification of claimants in accordance with
sections 501.806 and 501.807.

PART D
STATE TREASURER

Sec, 67. HEW SECTION. 501.831 DEPOSIT WITH STATE
7?REASURER.

Aassets of a dissolved cooperative that should be
teansferred to a creditor, clalmant, or interest holder of the
cooperative who cannot be found or who is not competent to
receive them shall be reduced to cash and depoaited with the
treasurer of state or other appropriate state official for
safekeeping, then the creditor, claimant, or intereat holdetr
furnishes satisfactory proof of entitlement to the amount
deposited, the treasurer of state or other appropriate atate
official shall pay the creditor, clalmant, or interest holder
or that person'g representative the arcount.
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Sec. 68, Sections 501.107 and 501.602, Code 1997, are
repealed. Sections 501.408 and 501.604, Code Supplement 1997,
ate repealed,

Sec. 69. EFPECTIVE DATE. This Act, being deemed of
imnediate importance, takes effect upon enactment.
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