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1 Amend Senate File 2404 as follows: 
2 1. Page 4, by striking lines 6 through ll and 
3 inserting the following: 
4 ''c. The cooperative does not, either directly or 
5 indirectly, acquire or otherwise obtain or lease 
6 agricultural land, if the total agricultural land 
7 either directly or indirectly owned or leased by th~ 
8 cooperative would then exceed six hundred forty 
9 acres." 
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1 Section 1. Section 501.101, subsection 1, Code 1997, 1s 

2 amended to read as follows: 

3 l. "Articles'' means the cooperative's articles of 

4 i"eorporation association. 

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

6 1997, is amended to read as follows: 

7 b. A~-i"d±vicltla~-or-ge"erai-partnership-that A person who 

8 owns at least one hundred fifty acres of agricultural land and 

9 rece1ves as rent a share of the crops or the animals raised on 

10 the land if thoge-erops-or-animais-are-a-sig"ifieant-eompo"ent 

ll of-the-eooperati~eLs-otlsinegg-operationg that person is a 

12 natural person or a general partnership as organized under 

13 chapter 486 1n which all partners are natural persons. 

14 Sec. J. Section 501.101, subsection 4, Code 1997, is 

15 amended to read as follows: 

16 4. "Cooperative" means a cooperative eerporation 

17 association organized under this chapter or converted to this 

18 chapter pursuant to section 501.601. 

19 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 

27 under chapter 486 in which all the partners are natural 

n persons actively engaged in farming as provided in section 

24 9H.l. 

25 Sec. S. 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 e~eek 

28 interest in a cooperative. 

29 8. uShBrehe±de~u "Interest holder" means a person who owns 

30 ~toek an interest in a cooperative, whether or not that stoe~ 

Jl interest has voting rights. 

32 9. "Voting stoek interest" means stee~ an interest in" 

33 cooperative that has voting rights. 

34 Sec. 6. Section 5Cl.l0l, Code 1997, is amended by adci~g 

35 the following ne~ subsections: 
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! NEW SUBSECTJON. 6A. ''Interest'' means a voting ir:;erest 

2 other interest in a cooperative as described in th~ 

3 cooperative's articles of association. 

4 NEW SUBSECTION. 7A. "Membership" means the interest 

5 established by a member owning a voting interest. 

fi Sec. 7. Section 501.102, subsection 2, Code 1997, 1s 

7 amended to read as follows: 

8 2. Unless its articles provide otherwise, a cooperative 

9 has perpetual duration and succession in its eorpor~te 

10 cooperat1ve name and has the same powers as an individual to 

l! do all things necessary or convenient to carry out its 

12 business and affa1rs, including, w~thotlt-±±m~tet±o~,-e±±-ef 

l3 the-powers-entl~erated-in-seetions-499~39~-and-499.393 but not 

14 limited to, all of the following: 

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

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

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

18 other manner reproducing it. 

19 c. Make and amend bylaws, not inconsistent with its 

20 arlic1es of association or with the laws of this state, for 

21 managing the business and regulating the affairs of the 

22 cooperative. 

23 d. Purchase, receive, lease, or otherwise acguire, and 

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

25 personal property, or any legal or equitable interest in 

26 property, wherever located. 

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

28 otherwise dispose of all or any part of its property. 

29 f. Purchase, receive, subscribe for, or otherwise acqu1re, 

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

Jl otherw1se dispose of, and deal in and with shares or other 

32 interests in, or obligations of, any other entity. 

33 g. Make contracts and guarantees, incur liabilicies, 

34 borrow money, issue its notes, bonds, and other ohli.gatio.'2_s, 

JS which __ may be convertible into or include th2 optlon ~o 
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l purcJ:ase other~ ~nterests of Lh~ coon2rc:tive, ar·,d secur0 c.nv of 

2 its obligations by mortgage or pledge of any of its properlv, 

3 franchises, or income. 

4 h. 0end money, invest and reinvest its funds, and receive 

5 and hold real and personal property as security for reoayment. 

6 1. Be a promoter, partner, member, associate, or manaaer 

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

8 j • Conduct its business, locate offices, and exercise the 

9 powers granted by this chapter within or without this stale. 

10 k. Elect directors and appoint officers, employees, and 

ll agents of the cooperative, define their duties, fix their 

l~ compensation, and lend them money and credit. 

11 l. Pay pensions and establish pension plans, pens1on 

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

15 incentive plans for any or all of its current or former 

16 directors, officers, employees, and agents. 

17 m. Make donations for the public welfare or for 

18 charitable, scientific, or educational purposes. 

l9 n. Transact any lawful business that will aid governmental 

20 policy. 

21 o. Make payments or donations, or do any other act, not 

22 inconsistent with lew, that furthers the business and affairs 

23 of the cooperative. 

24 Sec. 8. Section 501.103, subsections 1, 2, and 5, Code 

25 Supplement 1997, are amended to read as follows: 

26 l. Notwithstanding section 9H.4, any person or entity, 

27 subject to the limitations set forth in sect i.on 501.305, and 

28 subject to the cooperative's articles and by1al~s, is permitted 

29 to own ~toek interests, including voting steek interests, in a 

JO cooperative. 

3J 2. Notwithstanding section 9H.4, a cooperative may, 

32 directly or indirectly, acquire or otherwise obtain or lease 

33 agricultural land in this state, for as long as the 

34 cooperative continues to meet the fo:.lowing requi<emer-ts: 

35 a. Farming erttities own sixty percent of the ~toe~ 
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i:1terests and are elig1ble to cast sixty percen~ of _, ~ vo c6 

2 at member meetings. 

3 b. Authorized persons own at least seventy-five percent <>f 

4 the stoek interests and are eligible to cast at least seve~ty­

s five percent of the votes at member meetings. 

G c. The cooperative does not, either directly or 

J ind1rectly, acquire or otherwise obtain or lease agr.cultural 

8 land;-~f-the-total-a9riettltttrat-tand-eitner-direet±y-o~ 

9 ~ndireet±y-owned-or-±eased-by-tne-eooperative-wotltd-tnen 

10 e~eeed-si~-httndred-forty in this state in excess of one 

ll thousand five hundred acres. 

l ?. s. In the event of a transfer of stoek an interest in a 

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

14 bankruptcy, or pursuant to a security interest, the 

15 cooperative may disregard the transfer for purposes of 

16 determining compliance with subsection 2 for a period of two 

17 years after the transfer. 

18 Sec. 9. Section 501.105, subsection 2, Code 1997, is 

19 amended to read as follows: 

20 2. Articles must be signed by all of the ineorporators 

21 organizers; and all other documents filed with the secretary 

22 of state must be signed by one of the cooperative's officers. 

23 The printed name and capacity of each signatory must appear in 

24 proximity to the signatory's signature. The secretary of 

25 state may accept a document containing a copy of the 

26 signature. A document is not required to contain a ~o~pore~e 

27 seal, an acknowledgment, or a verification. 

28 Sec. 10. Section 501.106, subsection 2, unnumbered 

29 paragraph l, Code 1997, is amended to read as follows: 

30 A eorporati~n cooperative may change its registeced office 

31 or registered agent by delivering to the secretary of state 

32 for filing a statement of change that sets fortn a"l of the 

3J following: 

34 Sec. 11. Section 501.106, Code 1997, is amended by adding 

3S the following new subsections: 
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2 agenl: 's aCjency appoin~.me:r~t ~y signing and delivering to t.he 

3 secretdry of state for ~~ling thP signed ori.gir1al statemerlt of 

4 resignation. The statement may include a statement that the 

5 registered office 1s also discontinued. The registered agent 

6 shall send a copy of the statement of resignation by certified 

7 mail to the cooperative at its principal office and to the 

8 registered office, if not discontinued. The registered agent 

9 shall certify to the secretary of state that the copies have 

10 been sent to the cooperative, including the date the'copies 

ll were sent. 

12 b. The age~cy appointment is terminated, and the 

13 registered office discontinued if so provided, on the date on 

14 which the statement was filed. 

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

16 1s the cooperative's agent for service of process, notice, or 

17 demand required or permitted by law to be served on the 

18 cooperative. 

19 b. If a cooperative has no registered agent, or the agent 

20 cannot with reasonable diligence be served, the cooperative 

21 may be served by registered or certified mail, return receipt 

22 requested, addressed to the secretary of the cooperative at 

23 its principal office. Service is perfected under this 

24 paragraph at the earliest of any of the following: 

25 ( 1 ) 'J.1he date that the cooperative I"eceives the mail. 

26 ( 2) The date shown on the return receipt, if signed on 

27 behalf of the cooperative. 

28 ( J) Five days after its deposit in the United States . 1 mal .... , 

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

30 addressed. 

31 c. A cooperative may be served pursuant to this section or 

32 as provided in other provisions of this chapter, unless the 

13 manner of service is otherwise specific~lly provided for by 

34 statute. 

3S Sec. 12~ Section 5Gl.202, su~section ~~ para~ra?h 2, Code 

-s-



S.F~ 

l 1997, 1s amended to read as follows: 

2 a. The name, address, and occupation of each ineorpera~~~ 

3 organizer. 

4 Sec. 13. Section 501.202, subsection 2, paragraph d, Code 

5 l997, is amended to read as follows: 

6 d. The classes of sto~k interests and the authorized 

J number of shares interests of each class. 

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

9 follows: 

10 501.306 NUMBER OF VOTES. 

ll A person who is a member or-shareho~aer shall not own more 

12 than one membership or-share-of-~otinq-stoek. The person 

13 shall be entitled to cast not more than one vote regarding any 

14 matter in which a vote is conducted, including any matter 

15 subject to a vote during a cooperative meeting. 

16 Sec. 15. section 501.403, subsection 2, paragraph e, Code 

17 1997, is amended to read as follows: 

18 e. Action required or permitted by this chapter to be 

19 taken at a board meeting may be taken without a meeting if the 

20 action is taken by all membecs of the boacd. The action must 

21 be evidenced by one oc more written consents describing the 

22 action taken, signed by each director, and included in the 

2J minutes or filed with the corporate cooperative's records 

24 reflecting the action taken. Action taken under this section 

25 is effective when the last director signs the consent, unless 

26 the consent specifies a different effective date. A consenc 

27 signed under this section has the effect of a meeting vote ~nd 

28 may be described as such in any document. 

29 Sec. 16. Section 501.403, subsection 3, Code 1997, is 

30 amended to read as follows: 

3l 3. A director may waive any notice required by this 

32 chapter, the acticles, or the bylaws before or after che date 

33 and time stated in the nocice. The waiver must be in w:~t1ng, 

34 s;gned by the director entitled to che notice, and £i~ed w:th 

3~ the minutes or eet"'porftte records of t-he cooperative. _;:_,_ 
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1 director':-:; attendance at 01 pari-.icipat.i.on in a_ ;nt-:eCiilg ~·/C!lVe:..; 

l any req11ired notice to thal director of the meeting un~ess the 

3 director at the beginn.ing of the meeting or promptly upon the 

4 director's arrival obJects to holding the meeting or 

s transacting 

6 vote tor or 

) Sec. 17. 

8 Supplement 

9 b. The 

10 director's 

business at the meeting and does not thereafter 

assent to action taken at the meeting. 

Section 501.404, subsection 1, paragraph b, Code 

1997, is amended to read as follows: 

material facts of the transaction and the 

interest were disclosed or known to the 

11 5hareho~der5 members entitled to vote and they authorized, 

12 approved, or ratified the transaction. For purposes of this 

lJ paragraph, a conflict of interest transaction is authorized, 

14 approved, or ratified if it receives a majority of the votes 

1S entitled to be counted under this paragraph. Sharee Voting 

16 interests owned by or voted under the control of a director 

17 who has a direct or indirect interest in the transaction, and 

18 eharee voting interests owned by or voted under the control of 

19 an entity described in subsection 2, paragraph "a", shall not 

20 be counted in a vote of members to determine whether to 

21 authorize, approve, or ratify a conflict of interest 

22 transaction under this paragraph. The vote of those ehareg 

23 voting interests, however, is counted in determining whether 

24 the transaction is approved under other sections of this 

25 chapter. A majority of the votes, whether or not the 

26 shHreh~lders members are present, that are entitled to be 

27 counted in a vote on the transaction under this paragraph 

78 constitutes a quorum for the purpose of taking action under 

29 this paragraph. 

30 Sec. 18. Section ':>01.407, unnumbered paragraph l, Code 

Jl 1997, is amended to read as follows: 

32 The articles may contain a provision eliminating or 

33 limiting the personal liability cf a director, officer, or 

34 enarehotd"'" inte~est holder of the cooperative for monetary 

3~ damages fer treach of a fiduciary duty as a director, officer, 
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' or sha~eholder interest holder, provided that the pro~ision 

2 does not eliminate or limit liability for any of the 

3 following: 

4 Sec. 19. Section 501.407, subsections 1 and 3, Code 1997, 

5 are amended to read as follows: 

6 1. A breach of the duty of loyalty to the cooperat1ve or 

7 tts ~hareho±de~s interest holders. 

8 3. A transaction from which the director, officer, or 

9 sha~ehotde~ interest holder derives an improper personal 

10 benet it. 

ll PART B 

12 INDEMNIFICATION 

13 Sec. 20. NEW SECTION. 501.411 DEFINITIONS. 

14 As 11sed in this part, unless the context otherwise 

l') requires: 

16 1. ''Cooperative'' includes any domestic or foreign 

17 predecessor entity of a cooperative in a merger or other 

18 transaction in which the predecessor's existence ceased upon 

19 consummation of the transaction. 

20 2. ''Director'' means an individual who is or was a director 

21 of a cooperative or an individual who, while a director of a 

22 cooperative, is or was serving at the cooperative's request as 

23 a director, officer, partner, trustee, employee, or agent of 

?.4 another foreign or domestic cooperative, corporation, 

25 partnership, joint venture, trust, employee benefit plan, or 

26 other enterprise. A director is considered to be serving an 

27 employee benefit plan at the cooperative's request if the 

/8 director's duties to the cooperative also impose duties on, or 

29 otherwise involve services by, that director to the plan or to 

JO participants in or beneficiaries of the plan. "Director" 

31 includes, unless the context requires otherwise, the estate or 

32 personal representative of a director. 

33 

34 

3. 

4 . 

''Expenses'' include counsel fees. 

''Liability" means the obligation to pay a JUdgment, 

35 settlement, penalty, fine, including an excise tax assessed 

-8-
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3 r 
:>- "Official ca~acitv'' means: - . 

4 a. vrherJ use-d w~ th respe:ct to a director 1 the office of 

S director in a coope:ative. 

6 b.. ~'hen used \1/:.t.r~ respect t..o an indiv5,d:lal OLher than a 

7 di~cctor~ as contemplated iu section 501~417, the office In 2 

8 cooperative t"1eld by the officer or the employment o: age~C~/ 

~ ~eJat5cnship undertaken by the employee or agent on behalf of 

10 the cooperative. 

1.1 110ff i cial capar:i ty" does not i ~elude service for any other 

12 foreign or domestic cooperative or any corporation, 

13 partnership, joint venture, trust, employee benefit plan, or 

14 other enterprise. 

15 6. "Party" includes an individual who was, is, or is 

16 threatened tc be made a ~amed defendant or respondent in a 

l7 proceeding. 

18 7. "Proceeding" means any threatened, pending, or 

19 comp~eted action, suit, or proceeding, whether civil, 

20 crimi~~l# arlrei~istrative, or investigative and ~hether for~~l 

21 or informal. 

22 Sec. 21. NEW SECTION. 501.412 AITTtiOrtiTY TO IND~~NIFY. 

23 l. Except as provided in subsection 4, a cooperative may 

24 indemnify an individual made a party to a proceeding because 

25 the individual is or was a director against liability incurrec 

26 in the proceeding if all of the following apply: 

27 a. The individual acted in good faith. 

28 b. The individual reasonably believed either of the 

29 following: 

30 ( l ) In the case of conduct in the i~dividua:'s official 

3) capacity with the cooperative, that the individual 1 s conduct 

32 was 1~ the cooperative's best inte~ests. 

{2) that the in0ividual 1 S -..,as 

34 at least ~ot opposeC tc ~h~ ~ooperative's best i~ter2sts. 

3'> c. 
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l had no reasonable cause to believe the individual's ,cocH.luct 

2 was unlawful. 

l 2. A director's conduct with respect to an employee 

4 benefit plan for a purpose the director reasonably believed to 

S be in lhe interests of the participants in and beneficiaries 

6 ot the plan is conduct that satisfies the requiremerlt of 

1 subsection 1, paragraph "b", subparagraph (2). 

8 3. The termination of a proceeding by judgment, order, 

9 settlement, conviction, or upon a plea of nolo contendere or 

10 its equivalent is not, of itself, determinative that the 

ll director did not meet the standard of conduct described in 

12 this section. 

:3 4. A cooperative shall not indemnify a director under this 

14 section in either of the following circumstances: 

l~ a. In connection with a proceeding by or in the right of 

16 the cooperative in which the director was adjudged liable to 

17 the cooperative. 

18 b. In connection with any other proceeding charging 

lY improper personal benefit to the director, whether or not 

20 involving action in the director's official capacity, in vthich 

71 the director was adjudged liable on the basis that personal 

22 benefit was improperly received by the director. 

23 5. Indemnification permitted under this section in 

24 connection with a proceeding by or in the right of the 

25 cooperative is limited to reasonable expenses incurred in 

2& connection with the proceeding. 

27 Sec. 22. NEW SECTION. 501.413 MANDATORY INDEMN,FICA~:ON. 

78 Unless limited by its articles of association, a 

29 cooperative shall indemnify a director who was wholly 

10 successful, on the merits or otherv1ise, in the defe:tse of any 

-•• proceeding to which the director was a party b~~ause the 

32 director ls or was a director of the cooperativ2 ~~ainst 

33 reasonable expenses incurred by the director in ~on:JeCtiOi1 

l4 with the proceeding. 

''> Sec. 23. NEW SECTION. 50l.tll4 ADVANCE FOR 2XPSNSi·;;,. 
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4 the fol1.owing apply: 

~ a. The director furnis~es the cooperativ0 a writte~ 

'' a[fjr1natio~ of the director's good fa~th b2li2f th&t t~:e 

7 director has met the standard or cond~ct descr:bed in section 

8 SOl.412. 

9 b. The director furnishes the cooperative a written 

JO undertaking, executed personally or on the director's behalf, 

jl to repay the advance if it is ultimately determined that the 

l2 director did not meet the standard of conduct described in 

13 section 501.412. 

14 c. A determination is made pursuant to section 501.416 

15 that the facts then known to those making the determination 

16 \'iOUld 

l 7 2. 

not preclude indemnification 

The undertaking required by 

under this part. 

subsection 1, paragraph 

18 ''b'', must be an unlimited general obligation of the director 

19 but need not be secured and may be accepted without reference 

20 to financial abil1ty to make repayment. 

21 3. Determinations and authorizations of payments under 

22 this section shall be made in the manner specified in section 

23 501.416. 

24 Sec. 24. NEW SECTION. 501.415 COURT-ORDERED 

25 INDEMNIFICATION. 

26 Unless a cooperative's articles of association provide 

27 otherwise, a director of the cooperative who is a party tO a 
28 proceeding may apply for indemnification to the court 
29 conducting the proceeding or to another court of competent 
30 jurisdiction. on receipt of an application, the court after 

31 giving any notice the 

32 indemnification if it 

3) l. The director is 

court considers necessary may order 

determines either of the following: 

entitled to mandatory indemnificatj.on 

34 Ullder section 501.413, in which case the court shall also 

35 order the cooperative to pay the director's reasonable • 



-------------- ------------------- ---------------- ---------------- ---------------------

'"i"" " S.f. c;/';lv'Y d.F. -··-·-

.1. expens~s incurred Lo obtain court-ordered inde:r~.tiLlcc.:_~_on. 

2 2. The dtrector is fairly and reasonably enlltled to 

3 indemnification in vie1v of all the relevant circumstances, 

1 whether or not the d1rector met the standard of conduct set 

~ (orth in section 501.412 or was adjudged liable as described 

6 in section S0l.412, subsection 4, but if the duector \·lctS 

7 adjudged so liable the director's indemnification is limited 

8 to reasonable expenses incurred. 

9 Sec. 25. NEW SECTION. 501.416 DETERMINATiON AND 

lO AUTHORIZATION OF INDEMN!FICAT!ON. 

~c l. A cooperative shall not indemnify a director under 

12 section 501.412 unless authorized in the specific case after a 

11 determination has been made that indemnification of the 

1~ d1rector is permissible in the circumstances because the 

iS d1rector has met the standard of conduct set forth in section 

16 501.412. 

;7 2. The determination shall be made by any of the 

18 following: 

19 a. By the board of directors by majority vote of a quorum 

20 consisting of directors not at the time parties to the 

21 proceeding. 

22 b. If 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 arP partiPs may 

75 participate, consisting solely of two or more airectors not at 

2S the time parties to the proceeding. 

2J c. By special legal counsel. 

28 (1) The special legal counsel shall be selected by lne 

29 board of directors or its committee in the manner prescribed 

JO 111 paragraph "a'' or ''b''. 

(7.) If a quorum of the board of directors caniiO~ be 

32 oh::ained l_tr':der paragraph "a" and a con~-n.i.ttee cc-:r .. r,Jt .: . .h-:· 

!3 designatPd under paragra..,h "b", the special lega. cou.;:-:<·. 

3~ shall he selected by majority vote of the full 0oacri of 

:l:> directors, in which selecti.on directors Hho ar-P pa:c~'"'' :2.y 
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2 d. By Lhe ~emoers, bul voting intecests owr:~d hy or vo~ed 

3 tinder the control of directors who are aL the ti!ne parties to 

4 the proceeding shall not be voted on the determination. 

~ 3. Authorization of indemnification and evaluation as to 

6 reasonableness of expenses shall be made in the same manner as 

7 the determination that indemnification is permissible, except 

8 that if the determination is made by special legal counsel, 

9 authorization of indemnification and evaluation as to 

lO reasonableness of expenses shall be made by lhose entitled 

ll under subsection 2, paragraph "c", to select counsel. 

12 Sec. 26. NEW SEC'l'ION. 501.417 INDEMNIFICATION OF 

13 OFFICERS, EMPLOYEES, AND AGENTS. 

14 Unless a cooperative's articles of association provide 

15 otherwise, all of the following apply: 

16 l. An officer of the cooperative who 1s not a director is 

17 entitled to mandatory indemnification under section 501.413, 

18 and is entitled to apply for court-ordered indemnification 

19 under section 501.415, in each case to the same extent as a 

20 director. 

71 2. The cooperative may indemnify and advance expenses 

22 under this part to an officer, employee, or agent of the 

21 cooperative who Js not a director to the same extent as to a 

24 director. 

25 3. A cooperative may also indemni~y and advance expenses 

7o to an officer, employee, or agent who is not a director to the 

27 extent consistent with law that may be provided by its 

78 articles of association, bylaws, general or specific action of 

29 its board of directors, or contract. 

JO Sec. 27. N~ SECTION. 501.418 INSURANCE. 

31 A cooperative may purchase and maintain insurance on behalt 

12 of an individual who is or was a director, officer, employee, 

33 or agent of the cooperative, or who, while a director, 

34 officer, employee, or agent of the cooperativet is or was 

35 serving at the request of t!1e cooperative as a director, 
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officer, partner, trustee, employee, or ageni: u:: ~~no-.!1i.!I. 

foreign or domestic cooperal1ve, corporation, partner~hip, 

jo1nt venture, trust, employee benefit plan, or other 

enLerprise, against liabil1ty asserted against or incurred by 

that individual in that capacity or arising from the 

1ndiviaual's status as a director, officer, employee, or 

agent, whether or not the cooperative would have power to 

indemntfy that individual against the same liability under 

9 section 501.412 or 501.413. 

10 Sec. 28. NEW SECTION. 501.419 APPLICA'l'ION OF T!IIS PART. 

Ll Except as limited ir1 section 501.412, subsection 4, 

12 paragraph ''a", and subsection 5 with respect to proceedings by 

13 clr 1n the right of the cooperative, the indemnification and 

14 advancement of expenses provided by, or granted pursua11t to, 

15 sections 501.411 through 501.418 are not exclusive of any 

16 other rights to which persons seeking indemnification or 

1/ advancement of expenses are entitled under a provis1on In the 

18 artlcles of association or bylaws, agreements, vore of the 

l9 members or disinterested directors, or otherwise, bolh as Lo 

20 ac,tion in a person's official capacity and as to action in 

21 ar1c1ther capacity while holding the office. However, such 

22 prov1sions, agreements, votes, or other actions shall not 

23 provide indemnification for a breach of a director's duty of 

24 loyalty to the cooperative or its interest holders, for acts 

25 or omissions not in good faith or which involve •ntentlonal 

26 n1isconduct or knowing violation of the law, or for a 

27 transaction from which the person seeking indemnification 

28 derives an improper personal benefit. 

29 Sec. 29. Section 501.501, Code Supplement 199/, is amended 

JO to read as follows: 

31 501.501 ISSUANCE AND TRANSFER OF s•eeH INT~~ESTS. 

J2 l. A cooperative may issue the number of ~h~~e~ ~ncerests 

33 of each class authorized by its articles. A coopera;_,v;. "'"''! 
14 i:;sue fractional ~he.-e:'S interests. Stoek _!Etcrec;:.~ may be 

3~ represented by certificates or by entry on tne coopprat1ve's 

-14-
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l ~~oek interest record books. 

2 2. A member shall not sell or otherwise trans[er voting 

3 ~toek 1nterests to any person. A member may be restricted or 

4 limited (rom selling or otherwise transferring any other class 

~ of stoek 1nterests of the cooperat1ve as provided by the 

6 cooperative's articles of ineo~po~8tion association or bylaws 

7 or an aqreement exec11ted between the cooperative and the 

8 member. 

9 3. A cooperative may acquire its own stock interests, and 

10 ~ha~e5 interests so acquired constitute authorized but 

11 unissued 5ha~es interests. 

12 Sec. 30. Section 50l.S02, subsection 2, paragraph a, Code 

13 Supplement 1997, is amended to read as follows: 

14 a. The member has attempted to transfer 5tOek any 1nterest 

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

16 membership. 

17 Sec. 31. Section S01.502, subsection 4, Code Supplement 

18 1997, 15 amended to read as follows: 

19 4 . The cooperative shall redeem, without interest, the 

20 voting stoel< interest of a terminated memb!"r within one year 

?.1 after the termination of the membership for the fair market 

22 value of the stock interest. If the amount originally paid by 

23 the member for the voting 5toek inter~st was less than Len 

24 percent of the total amount the membec paid for all classes of 

2S ~teek interests, the cooperative may redeem the voting stoek 

26 interest for its issue p~ice if the cooperative's articles of 

27 ~~eorporat~8~ 

28 authority. 

29 Sec. 32. 

30 paragraph l, 

Jl follows: 

association grant the cooperative this 

Section 501.502, subsection S, unnumbered 

Code Supplement 1997, is amended to read as 

]2 The cooperative shall redeem, without interest, all of ti1e 

J1 terminate~ member's allocated patronage refunds and preferred 

34 stoe~ ~nterests originally issued as allocated patronaqe 

35 refunds Eor the issue ?rice as follows: 

-15-
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1 Sec. 33. Section ')01.'>03, suosect1ons I anc: ' '. _.,'' 

2 are amended to read as follows: 

3 l. If the articles authorize the ;>ayment of ci:rvo· ...... :·: 

c distributions on a class of ~~oek i nte·r· ... ,. r- ,.. ... ...:..:.,.::2.· then (f)c 

~directors may declare dividends a distr~ .. :n:c:on ,_,,,-""-'c«\, ,_) t !I(' 

G articles. 91-v-i-dends-may Distributions shall;,(,/~: exc_:.:. _ _ .:.ght 

I percent of the value of the s~oek interes:_ 1:1 l:dC!l : .. '" 

8 year. 1'he members may control the amount thaL 1~ ~il0(.2Led 

9 under this subsection. 

!0 4. 'Phe cooperative shall have an unconditio;Jal l•lncing 

!1 obligation to distribute to the members all remair\irlg r1et 

17 sav1ngs as determined under the United States I:lternal ~evenue 

l:l Code. ';'hese net savings shall be allocated lo each mer<~ber u1 

14 proport1on to the business the member did w1th the coop~ratcve 

l~ during the preceding fiscal year. The net savings ~ay be 

16 separately calculated for two or more categories of business, 

17 and allocated to the members on the basis of busin~~s done 

lR within each of these categories. Net savings shal' oe 

19 distributed 1n the form of cash or s~ock interests, or 

20 combination of cash and stock interests, as determined by the 

21 board. 

22 Sec. 34. Section 501.603, subsection 2, Code 1997, 's 

21 amended to read as follows: 

24 7. A cooperative may sell, lease, exchange, or <>therw1se 

25 dispose of all, or substantially all, of its property, with or 

26 w1thout the good will, on the terms and conditions 6~d (or tl1e 

27 consideration determined by the board, whJch consiaF:ao.~on ~ay 

28 include the preferred-~~ock interests of anolhec cuGpEr,,civP, 

29 if the board recommends the proposed transact10n to llle 

.10 members, and the members approve it by the vot, of cwo-·ti .• rd" 

31 of the votes cast on a ballot in which a majori ... y of all voces 

.12 are cast. The board may condition its submissi : o; "-,.._, 

JJ proposed transactton on any bas1s. 

34 

35 

PAR'I' 8 

MERGCR AND CONSOLIDATION BC'l'WEF;N COOPC:RAi'-'.V,·:S 

-16-



2 Sec. 3~. ~EW SECTION. SOl~Dll DBFINI?IONS. 

j lvhen used i~ chis pert, unless 'c\~e contex'c othe;:wise 

4 requires: 

5 1. 

6 cooperatives o~g2niz~d under th~s chaptar i~to o~e cocpc:ative 

7 organized ur:Ge~ ~~is cnapter~ i~ such manner that a n2w 

8 cooperative is formed~ and the new cooperative absorbs the 

9 others, which cease to exist as separate entities. 

::~issenting member 1
' means a voting member who votes 1n 

11 opposition to the plan of merger or cor.solidation and who 

12 makes a demand for payment of the fair value under sectior. 

13 501.615. 

14 3. "Fair value" means the cash price that would be paid by 

15 a willing buyer to a willing seller, neither being under any 

16 compulsion to buy or sell. 

l? 4. ''Issue price'' means the amount paid for an interest in 

18 the old cooperative or the amount stated . ' . c 
~n a ~ot:lce o.~.... 

19 allocation of patronage distributions. 

5. "Merger" means the uniting of two or more cooperatives 

2l organized u~der this chapter into one coopecative organized 

22 under this chapter, in such manner ~hat one of the merging 

23 associations continues to exist and absorbs the others, which 

24 cease to exist as encities. "Merger• does not include the 

25 acquisition, b!' pu.;:-cflase or otherwise.· of the assets of one 

~b cooperative by another, unless the acquisition on:y becomes 

27 effective by the filing of articles of mergec by th2 

23 cooperacives and ~he iss~ance of a ~e:t~ficate of ~erger 

29 pursuant to sections 50l.6l7 and 501.613. 

6. ''New cooperative'; is the cooperat1v2 res~lci~~ ~:em the 

31 consoli6ac~c~ cf two o: ~ore coc~e:2tives c:s&nized ~~~e: this 

32 cr.apter. 

7. -- .-_:, ...... -.;:: 

35 consolidat:o~. 
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l 8. ~~surviving cooperative" is the cooper.:Jt.i-,;e rc"'_:·: in,_·; 

2 from the merger of t.wo or more cooperatives organ1zec' '""J; 

3 this chapter. 

4 Sec. 36. NEW SECTION. S0l.6l2 MERGER. 

5 Any two or more cooperatives may merge into 011e coo0~rative 

6 1n the manner provided in this section. Th~ L~ard ~~ 

7 d1rcctors of each cooperat1ve shall, by reso!UclOI< ~ ... ",.;•.·:·ci by 

8 a maJority vote of all members of each boaru, approve 

9 of merger which shall set forth all of the fo •• ow:ng: 

p'an 

10 1. The names of the cooperaL1ves proposing to me•ge and 

11 the name of the surviving cooperative. 

12 2. The terms and conditions of the proposed merger. 

13 3. A statement of any changes in the arliclcs ot 

14 association of the surviving cooperative. 

lS 

L6 

17 

4. Other provisions deemed necessary or desiro1ble. 

Sec. 37. NEW SECTION. 501.613 CONSOLlDATI<J~. 

Any two or more cooperatives may be consolidaLeo i11to a new 

18 cooperative as provided in this section. The boaoG of 

19 directors of each cooperative shall, by resoluLJ.on '"·",.~ed by 

20 a majority vote of all members of each board, approve a plan 

21 of consolidation setting forth: 

22 1. The names of the cooperatives proposing tO conso.idate 

23 and the name of the new cooperative. 

21 2. The terms and conditions of the proposec; coiiSOLdactOIL 

25 3. With respect to the new cooperative, ali. 01 che 

26 statements required to he set forth in articles of u.aociat10n 

27 for cooperatives. 

28 4. Other provisions deemed necessary or desi ra'•lc:. 

29 Sec. JS. NEW SECTION. 501.614 VOTE OF 1-\S,•.Bc.KS. 

10 l. The board of directors of a cooperative. U;Jui' d~p;o·n ng 

Jl a plan of merger or consolidation, shall, by m• .• ~on or 

32 r<'solution, direct that the plan be submitted ' , .. ,<Jc" ''" 2 

33 mePting of members, which may be either an dnnna oc· eo.:. ,_' 

14 meeting. Written notice shall be g1ven not les"' . hc,n <-.,.,.,n:.y 

JS d~ys prior to the meeting, either personally or by ma1:, •o 

-18-
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2 time, p~ace, ~~1 purpose <;[ ~he ~eeting: j.... 1- .~ .... e 

3 p~ar1 of n1erqcr or coi~s~lidatiorl shall be i;~cJuded in or 

4 enclosed with the notice. 

2 • At the ~e2ting, a ballet of the members whc 

6 er\tilled ~o vot2 in the afEairs of the association shal} be 

7 lakerl on Lhe proposed plan of merger or consolidat~on. The 

8 plan of merger or consolidation shall be approved if two-

9 t~tirds of the m~mbers vote affirmatively on a ballot in which 

~0 d majority o: all voting rnembers participate. Voting may be 

11 by mail ballot noLwithstanding any contrary provision in the 

12 articles of association or bylaws. 

l J Sec. 39. NEW SECTION. 501.615 OBJECTION OF MEMBERS --

14 PURCHASE OF INTERESTS UPCN DEMAND. 

15 If a member of a cooperative which is a party to a 

16 merger or COIISolidation ~iles with the cooperative, prior to 

17 or at the r:1eet1.ng of members at which the plan is submitted 

18 a vote, a written ohject1on to the plan of merger or 

to 

19 consol1dation, and votes in opposition to the plan, and the 

20 member, within twenty days after the merger cr consolidation 

21 1S appr<>ved by the other members, makes written demand on the 

22 surviving or ne~ cooperative for payment of the fair value of 

2J Lhat member's interest as of the day prior to the date on 

24 which Lhe vote 1vas taken approving the merger or 

7~ consolidat.ion, the surviving or new cooperative sl•all pay to 

26 the member, upon surrender of that person's certificate of 

27 It1embership cr interests in the coopcrativP, the f~ir valt;c of 

28 that person's interest as provided in section S01.616. A 

29 member who fails to make demand within the twenty-day period 

30 is conclusively presumed to have COIISenteci to the merger or 

31 consolidation and is bound by its terms. 
)7 2. In the event lhat a dissenting member does business 

.1.1 v1ith the ;-:-,lor·/iv.i.r:g or new coorerative befor~ paymen::: hc:.s beer: 

3~ made ' . . 
c1sse~c1n~ ~emcer 1S 
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: have waived all further rights as a dissenting member. 

/ Sec. 40. 

3 l. Within 

4 effected, the 

'> written offer 

6 deemed by the 

7 value of that 

8 cooperative. 

9 sheet of the 

JO a profit and 

NE:W SECTION. SOl. 616 VALUE DETERMINED. 

twe11ty days after the merger or co:1solidation •s 

surviving or new cooperative shall make a 

to each dissenting member to pay a specified sum 

surviving or new cooperative to be the fair 

dissenting 

This offer 

member's interest in the ole: 

shall be 

old cooperative as of 

loss statement of the 

accompanied 

the latest 

by a balance 

available date, 

old cooperative for the 

ll twelve-month period ending on the date of the balance sheet, 

12 and a list of the dissenting member's interests in the old 

JJ cooperative. If tl1e dissenting member does not agree that the 

J4 sum stated in 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 cooperative within twenty 

17 days after receivi11g 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 value 

20 stated •n the notice. 

21 2. If the surviving or 

22 objections to fair values, 

2J merger or consolidation is 

new cooperative receives any 

then within ninety days after the 

effected, the surviving or new 

24 cooperative shall f1le 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 J. The fair value of a dissenting member's intercsL in the 

28 old cooperative shall be determined as of the day preceding 

29 the merger or consolidation by taking the lesser of either the 

30 issue price of the dissenting member's membership, deferrecl 

Jl patronage, and any other interests in the cooperat1ve, or ~.he 

12 a:nounl det~rmined by subtracting the old cooper3tiv€·'s deots 

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

34 dividing the remainder by the total issue price of all 

JS memberships, deferred patronage and aJ.l other interests, and 

- ?0-
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1 then multiplying the ~uotient !:am t~is divisio:1 by the ~otal 

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

3 patronage, and other interests. 

4 4. The surviving or new cooperative shall pay to each 

5 dissenting member in cash within sixty days after the merger 

6 or consolidation the amount paid in cash by the dissenting 

7 member for that member's i~terest in the old coo~erative. The 

8 surviving or n2w cooperative shall pay the remainder of e~ch 

9 dissenting member's f2ir value ~G ten annual equal pay~2nts. 

]0 The final payrne11t must be ~ade not later than fifteen years 

ll after the nterger or· consolidation. The value of the deferred 

l2 patrondge or interests lssued to evidence deferred patronaqP 

13 shall be considQred a liability of the surviving or ne~ 

14 cooperative as reflected i.n th~ accounts of the surv~.ving or 

l~ new cooperative until the val~e oE the deferred patronage or 

1.6 interests issued to evidence deferred patronage is paid in 

17 full to the dissenting member. A dissenting member who is a 

18 natural pe~son who dies before receiving the fair value shall 

19 have all of the person's fair value paid with the same 

20 priority as if the person was a member at the time of death. 

21 Sec. 41. NEiv SECTION. 5Cl.617 AR'!'ICLES OF MERGER OR 

21. CONSOLIDATION. 

23 Upon approval, articles of merger or articles of 

24 consolidation shall be executed by each cooperative as 

25 provided in section 501.105. The articles must include the 

/6 following: 

27 l. The plan of merger or the plan of consolidation. 

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

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

JO for and against the plan at the meeting called for that 

31 purpose. 

32 The articles of merger or articles of consolidation shall 

JJ l•e del1vered to che secretary of state for filing. 

·~4 The secretary of state, upon the filing of articles of 

-;:-
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l of merger or a certificate of consolidat1on and :::;e:lli 

7 certificate to the surviving 01 new cooperative, or tc :ts 

3 representative. 

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

S A merger or consolidation shall become effective up011 the 

6 date that the certificate of merger or the certificaLe 0f 

7 consolidation is issued by the secretary of state, ''' tl10 

H effective date specified in the articles of merger or articles 

9 of. consolidation, whichever is later. 

10 When a merger or consolidation has become effective: 

11 1. The several cooperatives which are parties to Lhe plan 

12 of merger or consolidation shall be a single cooperative, 

13 which, in the case of a merger, shall be that cooperative 

14 designated in the plan of merger as the surviving cooperative, 

15 and, in the case of consolidation, shall be that cooperative 

16 designated in the plan of consolidation as the new 

17 cooperative. 

18 2. The separate existence of all cooperatives which are 

19 parties to the plan of merger or consolidation, except the 

20 surviving or new cooperative, shall cease. 

71 3. The surviving or new cooperative shall have all the 

22 rights, privileges, immunities, and powers and shall be 

73 subject to all the duties and liabilities of a cooperative 

24 organized under this chapter. 

2S 4. The surviving or new cooperative shall possess all the 

26 rights, privileges, immunities, and franchises, public as well 

27 as private, of each of the merging or consolidating 

28 cooperAtives. 

29 5. All property, real, personal, and mixed, and all debt:s 

30 due on whatever account, including all choses in action, and 

31 all and every other interest, of or belonging to or due to 

32 each of the cooperatives merged or consolidated, shall he 

33 transferred to and vested in the surviving or new cooperative 

34 without further act or deed. The title to any rea! estate, or 

35 any interest in real estate vested in any of the cooperatives 

-22-
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1 merged or consolidated, sh2ll ~at r~vert or be in any way 

2 impaired by reason of the merger or consolidation. 

3 6. A surviving or new coope:ative shall be responsible end 

4 liable for all obligations ar.d liabilities of each of t~~ 

5 cooperatives merged or consolidated. 

6 7. Any claim existing or action or proceeding pending by 

7 or against a~y of the cooperatives merged or consolidated may 

8 be prosecuted as if the merger or consolidat~on had not taken 

9 place; or the su~vivins or new cooperative may be substituted 

lD for the merged or consolidated coopera~ive. Neith~r the 

ll rights of creditors nor any liens upon the property of any 

l2 cooperative shall be impaired by a merger or conso:idatior,. 

13 8. in the case of a merger, the articles of association of 

14 the surviving cooperative shall be deemed to be amended to the 

15 extent that changes in its articles of association are stated 

16 in the plan of mergero In the case of a consolidation: the 

17 statements set forth in the articles of consolidation which 

l8 are reGuired or permitted to be set forth in the articles of 

19 association of a cooperative shall he deemed to be th€ 

20 original articles of association of the r.ew cooperative. 

21 9. The aggregate amount of the net assets of the me~ging 

22 or consolidating cooperative which was available for the 

23 payment of distribucions immediately prior co the merge!" or 

24 consolidation, to the extent that the amount is not 

25 transferred to stated capital by the issuance of interests or 

26 otherwise~ shall continue to be available tor the payment o!: 

27 distribu~ions by the surv:ving or new cooperative. 

2 8 Sec. 4· 3.. NEW SECT I ON.. 5 C J. .. 619 f:..SP...:\~ON~:~Si':"' BE?Ortz ~-·::: ·~::~G., 

29 At any tima prior to the filing of t~e attic:es of ~erge: 

30 or consolidation, the me=ser or co~solidacion ~ay ~e ab~n~oned 

31 pursuant to provisions s~t forth i~ the pian of :ne=ger cr 

32 consolicia~ion. 

33 

34 

35 • 
-----·----------------------------------------------~ 
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RECORDS 

2 Sec. 44. NEW SECTION. 501./01 RECORDS. 

3 l. A cooperative shall keep as permanent records '""""~e" 

4 of all meetings of its members and board of directors, a 

5 record of all actions taken by the members or board of 

fi d1rectors without a meeting, and a record ot all actiocs taken 

7 by a committee of the board of directors in ploce o: •. >H: board 

8 of directors on behalf of the cooperative. 

9 2. A cooperative shall maintain appropriate accOUJILlng 

10 records. 

ll 3. A cooperative or its agent shall maintain a record of 

12 its interest holders in a form that permits preparation o~ a 

13 list of the names and addresses of all interest holders 1n 

14 alphabetical order by class of interests showing the number 

15 and class of interests held by each. 

16 4. A cooperative shall maintain its records in written 

17 form or in another form capable of conversion into written 

18 form within a reasonable time. 

19 5. A cooperative shall keep a copy of the follow1nq 

20 records: 

2l a. Its articles or restated articles of association and 

22 all amendments to them currently in effect. 

23 b. Its bylaws or restated bylaws and all amendments to 

24 them currently in effect. 

25 c. Resolutions adopted by its board of directors creating 

26 one or more classes or series of interests, and fixing their 

27 relative rights, preferences, and limitations, if the 

28 interests issued pursuant to those resolutions are 
'· 

29 outstanding. 

30 d. The minutes of all wembers' meetings, and records of 

Jl all action taken by members without a meeting, for the past 

32 three years. 

33 e. All written communications to interest holders 

34 generally within the past three years, including Lhe f1nancial 

35 statements furnished for the past three years under ~ecLion 
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1 501. 7ll. 

2 f. A list of the names and business addresses of its 

3 current directors and officers. 

4 g. Its most recent biennial report delivered to the 

5 secretary of state under section 501.713. 

Sec. 45. NEW SECTION. 501.702 INS?ECTION OP RECORDS EY 

7 INTEREST HOLDERS. 

8 1. An i~terest hol.der of a cooperative is entitled to 

9 inspect and copy: during reguJar business hours at the 

10 ccopPrative's principal office: any of the records of the 

ll ~ooperdtive described in section 501A70l 1 subsection 5; if the 

12 interest holder gives the cooperative written notice of 

13 interest holder's demand at least f!ve business days before 

1.4 the date on which the interest holder wishes to inspect and 

15 copy. 

1 6 2~ An interes\ holder of a cooperative is entitled 

l! inspect and copy, d~ring regular business hours at a 

to 

18 reasonable location specified by the cooperative, any of the 

19 following records of the cooperative if the interest holder 

<O meets the re~irements of subsection 3 and gives the 

7.1 cooperative written notice of the interest holder's demand at 

22 least five business days before the date on which the interest 

23 holder wishes to inspect and copy any of the following: 

24 a. Excerpts from minutes of any meeting of the board of 

25 directors, records of any action of a committee of the board 

26 of directors while acting in place of the board of directors 

27 on behalf of the cooperative, minutes of any meeting of the 

28 members, and records of action taken by the members or board 

29 of directors without a meeting, to the extent not subject to 

30 inspection under subsection l of this section. 

11 b. Accounting records of the cooperative. 

J2 c. The record of interest holders. 

J3 J. An interest holder may inspect and copy the records 

34 described in subsection 7 only if: 

35 a. 1'he inte:·est hc~de~'s demand 15 made ir. good faith • 



f'. 

1 for a proper purpose. 

2 b. The interest holder describes with reasonable 

3 particularity the interest holder's purpose and the r •• ·~rds 

4 the interest holder desires to inspect. 

5 c. The records are directly connected with che interest 

6 holder's purpose. 

7 4. The right of inspection granted by t~LS sect~on shall 

8 not be abolished or limited by a cooperative's 2rticles of 

9 association or bylaws. 

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

ll a. The right of a member to obtain information under 

l~ section 501.702 or the right of an interest holder to ontain 

13 information, if the interest holder is in litigation with the 

14 cooperative, to the same extent as any other litigant. 

15 

16 

17 

18 

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 HiSPEC':'ION RIGHT. 

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

19 inspection and copying rights as the interest holder the agent 

20 or 

21 

attorney represents. 

2. The right to copy records under section 501.702 

22 includes, if reasonable, the right to receive copies made by 

23 photographic, xerographic, or other technological means. 

24 3. The cooperative may impose a reasonable charge, 

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

26 documents provided to the interest holdec. The chQ~se shall 

27 not exceed the estimated cost of production or reproGuction of 

28 the records. 

29 4. The cooperative may comply witn an inte:est nolder's 

30 demand to inspect the record of interest holders uncer section 

31 SOl. 702, subsection 2, paragraph "c", by provic~~.c, ,,,e 

32 interest holder with a list of its interest ho~cec~ cn~t wa~ 

33 compiled no ea~lier than the date of the in~eres~ ~c~~c:·s 
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1 1. If a cooperative does not allow an 

2 complies with section 501.702, subsection 

interest holder who 

l, to 

3 copy any records required by that subsection to 

inspect and 

be available 

4 for inspection, the district court of the county where the 

5 cooperative's principal office or, if none in th!s state, its 

6 registered office is located :nay su!i'li\iarily order inspection 

7 and copying of the records demanded at tha cooperative's 

8 expense upon application of the interest holderc 

9 2. If a cooperative does not within a reasonable ~-Llme 

10 allow an interest holder to inspect and copy any other 

ll. records~ the irtteres'c holder ·who c:omplies v1ith section 

12 501.702, subsections 2 and 3, may apply to the district court 

13 in the county where the cooperative's principal office or, if 

14 not in this state; its registered office is located for an 

15 order to permit inspection and copying of the records 

!6 demanded. The court shall dispose o~ an application under 

17 this subsection on an expedited basis. 

1..8 3. If the court orders inspection and copying of the 

lS records demar,ded, it shall also orde:- the cooperative to pay 

20 the interest holder's costs~ including reasonable counsel 

21 fees. incurred to obtain the order unless the coope~ative 

22 proves that it refused inspection in good faith because it had 

23 a reasonable basis for doubt about the right of the inte,est 

24 holder to inspect the records demanded. 

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

7.6 records demanded, it ma~' impose reasonable restrict ions en the 

27 11se or distribution of the records by the demanding in~erest 

28 holder. 

29 

30 

31 Sec. 48. NEW SECTION. 

32 INTEREST HOLDERS. 

PART B 

REPORTS 

33 A coope:ative shall prepera annual fin~ncial sc~t2E2~t£, 
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3 wr~tten request from atl incerest holte~: a cooperati\·~~. ~~ 

4 ex?ense, shall furnish co that interest :o~6ec tne f~ri:n=ial 

, statements requested-

o re:?Or-i:eC. upo:-1 by a public accouncant, t!i~ r~::;or:: n:v.st 

7 accompany the financial statements. 

a Sec. 49. NE'fi SEC'i'ION. 501.712 OTHE~ R2?~~T5 TO I~~·SRES? 

'i HOLDERS. 

10 l. If a cooperative indemnifies or advances expenses to 2 

ll director ~nder sections 501.412 through 501.415 in connection 

12 with a proceeding by or in the right of the cooperative, the 

l3 cooperative shall report the indemnification or advance in 

14 writing to the members with or before the notice of the next 

15 members' meeting. 

16 

l7 
' n ~o 

2. If a cooperative iss~es or authorizes the issuance of 

interests for promissc:y ~otes or :; • <!- ~ LOr prom1ses ~c cer.cer 

sa:~iccs in the fut~:2, ~~e cccpe:etive shal! repo:t in 

21 with o~ be!o~a ~h2 no~icc of the ~ext ~em~ers' ~eeting. 

22 Sec. 50. ~ZW SEC'!':::ON. 50:.713 ANNUAL REPOR~' l-.,0?. 

23 SECRETARY OF STATE. 

24 l. Each cooperative authorized to transact ousiness in 

25 this state shall deliver to the secretary of state for filing 

26 an annl.i.al report that sets fort: .. ~ a:.;.:... o:: .:..~te foJ..lowilJ<;·~ 

27 

2S 

a. The name o( the coo?erative. 

The address oE its registered office ~nd tne na~e of 

2S ~ts ra;!st~red agent at tha~ office i~ this scace~ tosec~er 

30 wit~ ~~e co~sent of any new registere6 agent. 

c .. 

32 c.:. 
'- ~--.. -·· ....-~~ ... - ..:...c;..:::,.,,..;._ c ... ' 

2 • . ~ ..... '. -
.,;_ •• : ..... Gr.-

:v:. ':......: :. - ·:.: _.-v.:.. . 
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l due. The report shall be exec~~ec o~ jcha~f of the 

2 cooper&~ivc and sig~ed as ~rov~ded in sectjon 501~105 or bv 

3 any other person authorized ty t~2 board of directors of the 

4 cooperative. 

5 3. The first annual report shall be delivered to the 

8 ccoperative was cr;anized. Subseq~ert a~~ual r~po~ts reust be 

:J April : of ~he follo~~ng cale~da: y2are~ A fi~i~s fee fnr the 

annual by the s2cretary of state. 

4. :f a~ a~n~al r2~crt does not ccnta~~ the i~fcrre~tion 

13 required ~y ~his ~ecti.on, secr2tary of state shall 

the i ;-:fc:-:n.:.'t io::: 

22 otherwise ~e~ts the r2qui:ements ~~ s~ction sc:.l06 for the 

2( Lhe secre~ary ~f state shal~ ~~le the statement of change cf 

25 r~gistereC. 

30 the annual reporto 

3l 

32 DISSOLJ7ION 

• 



S.F. 

_ OR !NITIAL DIRECTORS. 

2 A majority of the organize~s or ini::ial directors '.< a 

3 cooperative that has not issued interests or has not ·~:G::·:r~~enc~v 

4 business may dissolve the cooperative by de!ivering to the 

S secretary of state for filing articles of dissolution that set 

6 forth all o( the following: 

I 1. The name of the cooperative. 

3 7. The date of its organization. 

9 3. Either of the following: 

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

ll issued. 

l2 h. That the cooperative has not commenced business. 

13 4. That no debt of the cooperative remains unpa1d. 

14 5. That the net assets of the cooperative remaining after 

15 w1nding up have been distributed in accordance with tnis 

16 chapter and the articles of association of the cooperative. 

lJ 6. That a majority of the organizers or initial directors 

18 atithorized the dissolution. 

19 Sec. 52. NEW SECTION. 501.802 DISSOLUTION BY BOARD OF 

20 DIRECTORS AND MEMBERS. 

2i l. A cooperative's board of directors may propose 

L2 dissolution for submission to the members. 

23 2. For a proposal to dissolve to be adopted both of tne 

24 following must apply: 

2~ a. The board of directors must recommend dissolution to 

26 the members unless the board of directors determines that 

77 because of conflict of interest or other special ciccumstar•ces 

28 it should make no recommendation and communicates the basis 

29 for its determination to the members. 

30 b. The members e~titled co vote must approve the proposal 

Jl to dissolve as provided in subsection 5. 

12 J. The board of directors may condition its suomission of 

33 the proposal for d1ssolution on any basis. 

14 4. The cooperative shall notify each r.t<>rnber o: a nH?t'l.lf'g 

~5 to con~ider dissolution in accordanc2 wilh section st;l.3n2. 
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The notice must also state that th~ p•:rpose, or one of the 

7 purposes, of the meeting is to consider dissolving the 

.1 cooper at i ve. 

1 5. Unless the articles of association or the board of 

S directors acting pursuant to subsection 3 require a greater 

6 vote or a vote by voting groups, the proposal to dissolve must 

7 be approved by a majority of all the votes entitled to be cast 

8 on Lhal proposal 1n order to be adopted. 

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

10 1. At any time after dissl>lution is authorized, the 

ll cooperative ::ay dissolve by deliveri~g to the secretary of 

:2 state f<)r filing articles of dissolution setting forth all ~f 

13 the following: 

14 a. The name of the cooperative. 

lS b. The date dissolution was authorized. 
. ' 
"" if dissol~tio~ ~as ~pp:oved by the members, both cf the (.;. 

17 following: 

18 (l) The nurnber of votes entitled to be cast on the 

19 proposal to dissolve. 

20 ( , ' 
' L 0 

r.' ~ ~ 1..., <"':' •• 
L• ._._(I.:._ ... ~~mber of votes cast 

undisp11t2d vot2s cast 

& statem2~t that the numb2r ccst for 

23 dissolution was sufficient for approval. 

24 2. A ~ncpe:at~ve ~s di~solved tipon th2 efEectiv2 date of 

25 its articles of dissolution. 

26 Sec. 54. NEW SECTlON. SOl. 80·~ REVOCATION OF Di: SSOLU7ION. 

27 1. A cooperative may revoka i~s dissolution withi~ one 

28 hurldred twenty days oE the effective ~ate of the dissolution. 

79 2. Revocatiorl of dissol~tio~ ~~ist be authorized i~ ~he 

JC same m~nner as the ~issol~Licn w&s ~~~horiz2d unl2ss that 

~ ·~ ~· · . 

. . ' .. 

.....: : -- '=>,.... •. ,... ........ 
....-;..-....-.... .... v.t....=- "''· .i 

•• 
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4 a. 'rhe name of the cooperative. 

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

6 c. The date that the revocation of dissolution was 

7 authorized. 

8 d. If the cooperative's board of directors or organl%ers 

9 revoked the dissolution, a statement to that effect. 

lO e. If the cooperative's board of directors revoked a 

11 dissolution authorized by the members, a statement that 

12 revocation was permitted by action by the board of directors 

!] alone pursuant to that authorization. 

I 4 f. If member action was required to revoke the 

15 dissolution, the information required by section 501.803, 

16 subsection l, paragraph "c"'. 

11 4. Revocation of dissolution is effective upon the 

18 effective date of the articles of revocation of dissolution. 

19 5. When the revocation of d1ssolution is effective, it 

20 relates back to and takes effect as of the effective date of 

21 the dissolution as if the dissolution had never occurred. 

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

23 1. A dissolved cooperative continues its existence b~t 

24 shalJ not carry c~ any business except that appropria~e to 

25 wind up and liquidate its business and affairs, incl~ding 3~Y 

26 of the following: 

27 a. Collecting its assets. 

28 b. Disposing of its properties that will not be 

29 distrib~t~d in ki~C 1r. accordance with this chapter ~r.a 

30 cooperative's art1cles of association. 

:J! c. Discharging or making provision for discharging its 

32 Labilities. 

33 d. Distributing its remaining property in accordance with 

31 this chapte! and the cooperative's articles of 

35 e. Doing every other act necessary to wind 
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l liquidate its business and affairs. 

2 2. Dissolut1o~ of a cooperative does not do any of the 

3 following: 

4 

s 
a. 

b. 

Transfer title to the cooperative's property. 

l1 revcilt transfer of its interests, although the 

6 au~hc>rizatio:1 tc disso!vc may ~rov£~0 fer cJ.csi~g thP 

7 coopcrat1ve's i~terest transfer records. 

8 c. Subject its dir~ctors or officers to st~~dards of 

= • d.i..rect.o!:s or ::·re:iJbers; change ~)ro•_;~_sions for se12ct:icr~ .. 

l2 r:t·signalion.- o: :-~I:iovt:~l of iLs d~ rr?ctors or oZficer~ or bot~; 

13 oc change p~ovis~ons for 2mendins its by~aws. 

<:. 

lS cooperative in its name. 

f • 

17 cooperative o~ the ef~ective date c~ dissolutio~. 

g. 

19 cooperative. 

70 Sec. 56. NEW SECTTON. 501.805A DISTRIBUTION OF ASS~TS. 

22 dssets st1all [~est be used to pay ex~enses ~ecessary ~o carTy 

?3 oul Lhe dissolution ar1rl liquldat:o;) c>f assets: then be us2d to 

2,1 pcty the coope::aLive's cOl igation~ ot:tec ·(.l1an :.:.he payJT.E:-nt o; 

27 cooperat.ive's 57~iclPs o~ associ~tior!. 

)y DISSOLVED COOPERATIVE. 

·.- : :-r· ~-. 

32 section. 

2. . --·· ... ,_..:; 

-' . ; , ... '-.. '. ............................ - ... · .... '·. ' ~· ' _: ;') ,-; 

- ._·:_ ~ .. ··/<-. • 
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al 1 of the fol Jowinq: 

.: a. Describe inf<)rmatjoc~ tha~ mus~-- be .included in<.: c.!...:~-~-~. 

J b. Provide a mailing address where a claim may be ~211t. 

4 c. State the deadline, which shall not be fewer tlidli one 

S hundred twenty days from the effective date of the \·Jrittei< 

6 notice, by which the dissolved cooperative must re~eive lhe 

7 claim. 

8 d. State that the claim will be barred i[ not received hy 

9 tr.e deadline. 

10 J. A claim against the dissolved cooperative is barred if 

11 either of the following occur: 

\7 a. A claimant who was given written notice under 

13 subsection 2 does not deliver the claim to the dissolved 

14 cooperative by the deadline. 

lS 

16 

17 

18 

19 

20 

21 

b. A claimant whose claim was rejected by the dissolved 

cooperative does not con~ence 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 nol include 

a contingent liability or a claim based on an event occurring 

after the effective date of dissolution. 

22 Sec. S8. NEW SECTION. 

23 DISSOLVED COOPERATIVE. 

501.807 UNKNOWN CLAIMS AGAINST 

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

25 dissolution and request that persons with claims against the 

76 cooperative present them in accordance with the notice. 

27 2. The notice must meet all of the following requirements: 

28 a. Be published one time in a newspaper of genercil 

29 circulation in the county where the dissolved cooperative's 

10 principal office or, if not in this state, 1ts regiscereri 

31 office IS or was last located. 

32 

33 

34 

JS 

b. Describe the information that must be included in a 

claim and provide a mailing address where the cl2!m may •'£' 

sent. 

c. State that a claim against the cooperative wi~- 0~ 
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2 within ~ive ye2rs after the publication of the notice. 

j 3. If Lhe dissolved cooperative pl1hl~St1eS a newspaper 

4 nolice !n accordance w~th subsection 2, the claim of each of 

5 the following claimants is barred unless the claj.rnant 

6 conunences 2 proceeding ~o en[orce the cla.i.m aga.j nst the 

7 disso1ved cooperali.ve within five years after the ptiblication 

8 date of thP newspaper notice: 

9 a. A claimant who did not receive written notice under 

10 section 501.806. 

ll b. A cl.:Jimant t:~hose r;laim was timely sent to the dissolved 

12 cooperative but not acted on. 

13 c. A cldimant whose c1.aim 15 contingent or based on an 

~4 everlt occurri!'g after the effective date of dissolution. 

1S 4. A claim may be e11forced under this section in elth~r of 

16 the fol.lowing ways: 

17 a. Against the dissolved cooperative, to the extent of its 

18 undistributed assets. 

19 b. If the assets have been distributed in liquidation, 

20 against an 1nterest holder of the dissolved cooperative to the 

21 extent of the interest holder's pro rata share of the claim o• 

22 the coopecatlve assets distributed to the interest holder ir• 

73 liquidation, whichever is less, but an interest holder's total 

24 liability for all claims under this section shall not exceed 

25 the total amount of asseLs distributed to the interest holder 

26 in liqtJidation. 

27 PART B 

28 ADMINISTRATIVE DISSOLUTION 

Sec. 59. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATlV~ 

JO DISSOI,UTION. 

31 ThP secretary of state may commence a proceeding u11der 

J2 scctior1 501.812 to admin~slratively dissolve a cooperative if 

11 any o[ the following apply: 

has not de:ivered an annual :e?O!t to • 



• 

S.F. 
.., /I"'- ·"' 

.::>< 7 v •t H • I' . 

wi ~:.hi n sixty days ~ c' - . o: l. r::'. 
< ,, 

.I. l. ~ . d ... (' 

7 not paid the filing fee as determined by che scc:reUtc:, ,,: 

J state, within sixty days after it is due. 

4 2. The cooperative is without a registcced agent or 

C, registered office in this state !'or sixty cays c>> more. 

6 3. The cooperative does not notity the secretary o~ sLate 

J within sixty days that its registered agerlt or regi~·: ·ted 

R office has been changed, that its registcc·ec~ <·g.c::t t\.J;:; 

9 resigned, or that its registered office has be-en di.:;ccr:tinued. 

lC 4. '!'he cooperative's period of duration stated irl its 

11 articles of association expires. 

12 Sec. 60. NEW SECTION. 501.812 PROCEDURE FOR AND EFFC:C':' 

1:1 OF ADMINISTRATIVE DISSOLUTION. 

14 I .. 1f the secretary of state determines that one or more 

IC, grounds exist under section 501.811 for dissolving a 

16 cooperative, the secretary of state shall serve the 

!7 cooperative with written notice of the secretary ot state's 

18 determination under section 501.106. 

19 2. If the cooperative does not correct each ground Cor 

20 dissolution or demonstrate to the reasonabl~ satisfaction of 

71 the secretary of state that each ground determined by the 

22 secretary of state does not exist within sixty d~ys aft~r 

23 service of the notice is perfected under sectio'' '>01.105, 

2~ secretary of state shall administratively dissolv~ tl•e 

2:; cooperative by signing a certificate of disso::..u·,.;,,, 'chc.l 

2fi !"ec.i.tes the ground or grounds for dissolu;:ion ar~o .:.:s 

27 effective date. The secretary of state shal• ftJP ·:~ 

28 or1ginal of the certjficate and serve a copy on the 

LY cooperative under section ~01.106. 

,-,..,p 
'- ..... 

30 J. A cooperative administratively dissolve·~: co~:~ 1nuefJ 1 ... ~; 

J: ex1stence but shall not carry on any business P::c;_·~t Lhar. 

J) necessary ~o wind up and liquidate its business &na attairs 

3J under section :;o; .805 and notify claimants under sec~.<);::. . 

14 501.806 and 501.807. 
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1 not ter1ninate the authority of its re~istered agent. 

2 5. ?he secretary oC state's administrative dissolution of 

3 a cooperative pursuant to this section appoints the secretary 

4 of ~tate the cooperative's agent for service of process in 2ny 

5 proceeding based on a cause of action wh:ch arose during the 

6 time the cooperative was authorized to transact business in 

7 this state. Service of process on the secretary of state 

8 under this subsection is service on the cooperaLive. Upon 

9 receipt of process, the secretary of state shall serve a copy 

10 of the process on the cooperative as provided in section 

ll 501.106. This subsection does not precl.ude service on the 

12 cooperative's regislered agent, if any. 

l3 Sec. 61. NEW SECTION. 501.813 REINSTATEMENT FOLLOWING 

14 ADMINISTRATIVE DISSOLUTION. 

15 1. A cooperative admin1stratively dissolved under seclion 

16 501.812 @ay apply to the secretary of state for reinstatement 

17 within two years after the effective date of dissolution. The 

18 application must meet all of the following requirements: 

19 a. Recite the name of the cooperative at ils date of 

7.0 dissolution and the effective date of its admin1strative 

2l dissolulion. 

~2 b. Stale t~at the ground or grounds for dissolution have 

23 been eliminated. 

74 c. State a name th2t satisfies lhe requirements of section 

25 501.104. 

26 d. State lhe federal tax identification number of the 

27 cooperative. 

28 7. a. The secretary of state shall refer the federal tax 

29 1dentification number contained 1n the application for 

:~o reinstatement to the department of revenue and finance. The 

31 department of revenue 2nd finance shall report to the 

32 secretary o£ state the tax status of the cooperaLive. It the 

J:~ 'iP~artmcnt reports to the secret2ry of stale Lhat a tiling 

14 dQlir~querlcy ()f li~bility cx~sts against the cooperative, the 

JS secretary of statt~ sha11 ~ct C2!!C~l the certificate of 

-.17-
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d1ssolution unli1 the filing dPlinquency or li.J.L~li<.) 

7 satisfied. 

1 b. If the secretary of state determines that th~ 

4 application contains the information required by st•bs2c:cion 1, 

'i and that a delinquency or liability reportc>d p.:rsuan~. ~o 

6 paragraph ,.a" has been satisfied, and lhat : ;,~ .. nfoi·.~;..:. ... . on 1s 

i correct, the secretary of state shall cance" Lhe ce:: c:'.;;:a:e 

8 of dj_ssolut.ion and prepa-re a certificate o£ ;.·;:instat2u.c-;:t ·.:i1a~· 

9 recites the secretary of state's determinatio~ and rh2 

10 effective date of reinstatement, file the original c1f the 

ll certificate, and serve a copy on the cooper~tive urlder sectio!, 

12 501.106. If the name of the cooperative as provided in 

13 subsection I, paragraph "c", is different than the name in 

14 subsection !, paragraph "a", the certificate of re:nstatemenl 

15 shall constitute an amendment to the articles of association 

16 insofar as it pertains to the name. 

17 3. When the reinstatement is effective, it re"ates back to 

18 and Lakes effect as of the effective date of the 

19 administrative dissolution as if the administrative 

20 dissolution had never occurred. 

21 Sec. 62. NEW SECTION. 501.814 APPEAL FROM DE~lAL OF 

22 REINSTATEMENT. 

23 1. If the secretary of state de11ies a coope:ative's 

24 application for reinstatement following administr~t!~e 

2S dissolution, the secretary of state shall serve tnp 

26 cooperative under section 501.106 with a written no: c:::e tha.;_ 

77 explains the reason or reasons for deniai. 

28 2. The cooperative may appeal the denial of rei~st~ite~eilt 

29 to the district court within th1rty days af~er service oi the 

30 notice ot denial is perfected. The cooperativ~ a1•peals by 

31 petitioning the court to set aside the dissolut•on and 

32 attaching to the petition copies of the secretary of slate's 

33 certificate of dissolution, the cooperative's applicall<,,l for 

34 reinstatement, and the secretary of state's notice of denial. 

35 3. The court may summarily order tne secretary oC s;_;,;te :.o 
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1 reinsta:.e ~~e dissolved cocper~tive or may take other actio~ 

2 the court considers appropriate. 

3 4. The court's final decision may be appealed as in other 

4 civil proceedings. 

6 

"1 

PART C 

JuDICIAL DISSOLUTION 

Sec. 63. N<:W SECTION. 501.821 GROUNDS FOR JUDICIAL 

8 DISSOLUTION. 

9 The dislrict court may dissolve a cooperative in any of the 

10 following ways: 

11 l. A proceeding by t~e attorney general, if it ~s 

12 established that either ot the following apply: 

13 a. The cooperative obtained its articles of association 

14 through fraud. 

IS b. The cooperative has continued to exceed or abuse the 

16 authority conferred upon it by law. 

17 2. A proceeding by a member if it 1s established that any 

18 of the following cond1tions exist: 

i9 a. The directors are deadlocked 1n the management of the 

20 cooperat·ive'~ affairs, the members are unable to break the 

21 deadlock, and either irreparable injury to the cooperative is 

22 threatened or beirlg suffered, or the business and affairs of 

73 the cooperative can no longer be conducted to the advantage of 

24 the interest ho!ders generally, because of the deadlock. 

25 b. The dir2ctors or those in control of the cooperative 

26 have acted, are act~ng, or will act in a manner that is 

27 illegal, oppress,ve, or fraudulent. 

28 c. The members are deadlocked in voting power and have 

29 failed, for a pe:·!od that: includes a' least t1-10 consecutive 

30 ant,ual me~tins dates, tc elect successors to directors whose 

31 terms have explred. 

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

33 wdsted. 

14 3. A ~rcceeding by a creditor if it is est~ClisheQ 

JS e1ther o( t~e [tlllowi~~g apply: 

-39-
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a. The creditor's claim has been reducerl ~o judgn•,or·.:, , .. 

2 execution on the judgment returned unsatisfied, and li,e; 

3 cooperative is insolvent. 

4 b. The cooperative has admitted in wciting that tt1e 

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

6 i nso l vent . 

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

8 dissolution continued under court supervision. 

9 Sec. 64. NEW SECTION. 501.822 PROCEDURE :\JR JUDICI.Al-

10 DISSOLUTION. 

ll l. Venue for a proceeding by the attorney yeneral to 

17 dissolve a cooperative lies in Polk county district court. 

l] Venue for a proceeding brought by any other party named in 

14 section 501.821 l1es in the county where a cooperative's 

15 principal office or, if not in this state, its registered 

16 office is or was last located. 

17 2. It rs not necessary to make interest holders parties to 

J8 a proceeding to dissolve a cooperative unless relief 1s sought 

19 against them individually. 

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

21 cooperative may issue 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 carey on the 

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

26 Sec. 65. NEW SECTION. 501.823 RECEIVERSHIP OR 

27 CUSTODIANSHIP. 

?8 1. A court in a judicial proceeding brought lo dissolve a 

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

JO liquidate, or one or more custodians to manage, the busi:Jess 

31 and affairs of the cooperative. Tile court shall hold a 

37 ltear1ng, after notifying all parties to ~he proceed1ng and any 

33 interested persons designated by the court, before appoin~:ng 

14 a receiver or custodian. The court appoin~ing a rece1ver o= 

lS custodian has exclusive jurisdiction over the cooperatiVe anc 
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all its property wherever located. 

2 2. The court may appoint an individual or a domestic or 

3 foreig~ corporation authorized to transact business in this 

4 state as a receiver or custodia~. The court may require the 

S receiver or custodian to post bond, with or without sureties, 

6 1n an amount the court directs. 

7 3. The court shall describe the powers and duties of the 

H receiver or custodian in its appointing order, which may be 

9 amended from time to time. 

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

11 following: 

12 (l) Dispose of all or any part of the assets of the 

13 cooperative wherever located, at a public or private sale, if 

14 authorized by the court. 

15 (2) Sue and defend in the receiver's own name as receiver 

16 of the cooperative in all courts of this state. 

17 b. The custodian may exercise all of the powers of the 

18 cooperative, through or in place of its board of directors or 

19 officers, to the extent necessary to manage the affairs of the 

70 cooperative in the best interests of its interest holders and 

21 creditors. 

72 4. The court during a receivership may redesignate the 

23 receiver a custodian, and during a custodianship may 

21 redesignate the custodian a receiver, if doing so is in the 

2~ best interests of the cooperative, its interest holders, and 

26 creditors. 

27 S. The court Erom time to time during the receivership or 

78 custodianship may order compensation paid and expense 

29 disbursemenls or reimbursements 111ade to the receiver or 

30 custodian and the receiver's or custodian's counsel from i:he 

J1 assets of the cooperative or proceeds from the sale of the 

32 assets. 

Sec. 66. NEW SECTION. 501.824 DECRSE OF D[SSOLU1'ION. 

14 L !E a~ter ~hearing th~ court determines that one or 

JS more grou:1ds for ~UG..i..C~d- d~ssol~tlon ~esc~ib~cl in secticr1 • 
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• 
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SG1.82l exist, iL rnay enter a decree dissolving the 

2 cooperative and specifying the effective date of the 

3 dissolution, and the clerk of the district court sh~ll riel:ve: 

4 a certified copy of the decree to the secretary of Stilte, who 

~ 5hall file it. 

6 2. After entering the decree of dissolution, th2 co' rt 

7 shall d1rect the winding up and liquidation of the 

8 cooperative's business and affairs in accordar.ce wi~n ~cction 

9 SOl .805 and the notification of claimants in (lccordanc, with 

10 sections 501.806 and 501.807. 

ll PART D 

J7 

l:l Sec. 6 7. 

14 'l'REI\SURER. 

STATE TREASURER 

NEW SECTION. 501.831 DEPOSIT WITH STA1'f: 

15 Assets of a dissolved cooperative that should be 

16 transferred to a creditor, claimant, or interest holder of the 

17 cooperative who cannot be found or who i'5 not compPcent to 

18 receive them shall be reduced to cash and deposite~ with the 

19 treasurer of state or other appropriate stale off ic1~i for 

20 safekeeping. When the creditor, claimant, or interest holder 

21 furn1shes satisfactory proof of entitlement to the amo•1nt 

22 depo!5ited, the treasurer of state or other appropri~te s~ale 

21 offic:1al shall pay the creditor, claimant, or 1n:.erest ;,olac:r 

2~ or that person's representative the amount. 

25 Sec. 68. Sections 501.107 and 501.602, Code 1997, are 

26 repealed. S2ctions 501.408 and 501.504, Code Sc:pplc·nc?tH l'oJ'J"/, 

27 are repealed. 

28 EXPLANATION 

29 This bill amends Code chapter 501 which provides Lor 

30 cooperative corporations which may hold agric~l~ura; lane! 1n 

31 this state. This type of entity is a hybrid betwePn a 

3? cooperative association organized under Code ch~pter 499 an0 a 

33 corporation organized under Code chapter 490. Tne bill amends 

34 a number of provis1ons. 

15 First, the bill changes a number of terms used 1n the 

-42-



chapter. T~e Lil~ chd~~ges ··,:~operative corporations~' to 

It cha11ges a Ilumber of ot~er t~rm~ to more 

3 closely r~sembi2 terms describing the busir1ess activities of 

4 cooperarive ~sso~iations rather than corporations. Fer 

~ example, a CO(Jperative must be organized as an associatioP 

6 rather than a coq::orat ton. The bi.ll changes "articles of 

7 incorporat;on'' to ''articl.es of association''. The bill changes 

8 "shareholdPrs" to 11 interest holders" or: t:member:s" in the 

9 cooperatives. It changes ''voting stock" to "voting interest''. 

10 An "interesl. holoE>r" is defined to mean a person who holds a 

II voting or nonv<>ting interest in a cooperative. A "member" 1s 

12 a person who holds a voting interest in the cooperative. 

13 References to ''dividends" are changed to ''distrib11lions''. 

14 Second, the bill prov1des that a general partner that is 

lS authorized to hold an interest in a cooperative must include 

16 all natural persons. 

17 Third, the bill increases the number of acres of 

18 agricultural lco.nd thal a cooperative may hold from 640 to 

19 1,500. 

70 Fourth, the bill amends Code section 501.106 which provides 

21 for maintain1ng a registered office or registered agenl in 

77 this state (or purpose of service. The bill adds prov1sions 

2J taken ftom Code sections 490.S03 and 490.504 which prov1de 

24 procedures for the resignation of a regis:ered agent and 

25 delivery of service when a registered agent is not available. 

26 The bill changes the term ''corporation'' to "cooperative''. 

27 Fifth, the bill incorporates a number of provis1ons that 

28 were included by reference in the chapter. These sections 

29 refer to provisions in both Code chapter 490 gouern1ng 

30 corporations and Code chapter 499 governing cooperative 

11 associaLiOrlS- The bill ~edrafts t~ese provis~ons expressly as 

32 part of Code chapter 501 and changes references to 

33 ''corporatic:~·~ or jjassociaLion'' to ''cooperative'' aca corrects 

34 inlernai references. 

~5 Code SPCLlC~ ~Gl.l02 provl(.:es that a cooperative Dns the 
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l same powers as a corporation as ~rovided in Cod~ sect'ons 

2 490.302 and 490.303. Those powers include the power ~0 ~ue 

3 and be sued, have a seal, make and amend bylaws, ac4L1ire 

1 property, sell or dispose of property, €11ter into purchase 

~security arrangements, make contracts, incur l;~~ilities, 

6 issue notes and bonds, lend money, invest mcuey, becorr .. 

7 investor in another enterprise, conduct busi1~ess, el~~ .. 

a " .. 

8 directors, appoint off1cers and hire employ~0~, Jay pe:1sio:1s, 

9 and make donations. This bill repeals Code se~~ion jQl.lO) 

10 and provides those same powers expressly to cooperatives. 

ll Code section 501.107 provides that Code sect1ons 499.i6Cl 

12 through 499.1622 apply to cooperatives organized under Code 

13 chapter 501. The sections provide for keeping corporate 

14 records, the right of shareholders to inspect those records, 

15 the authority of courts to order inspectio11s, the preparation 

16 of financial statements for shareholders, and the submission 

17 of reports to the secretary of state. This bill repeals Cod~ 

18 section 501.107 and rewrites those provisions int<> new Code 

19 sections in Code chapter SOl. 

?Q Code section 501.408 provides that a coo~erative may 

21 indemnify an officer, employee, or agent who is a party to~ 

22 legdl proceeding in the same 1vay that a corporat"'" may 

?l indemnify a director in the same circumstances. Tl:2 sec~~<>n 

24 prov.id~s for definitions, grants authority to u C(~:·pur.:-.:.:: :o:: to 

25 indemni[y a dire~tor under circumstances: requli0:) 

2G indemnifi~cd:ion in certain circu:nst.::::~-::::es; .~~.lo\v::.-: ;,_:,.:,·_ ::·.dv,::.r:c: 

2·1 a director moneys ~or legal expenses; el:ow~ fcJ~ 

2& indemnifica~ion purst2~nt tc court ore~~, ~r~~v1~.~s 2:c~c:~~:!·~:-. 

2S ~or ir1d2mnif~c:ation, provides for 

··,: t:1s'"'rJ.nce . The ~ill rcpea~s Code SPCLicn 3~: .. 
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1 499.70 apply to the mergers or consolidations. Those sectiOIIS 

2 provide for definitions, allow for merger and consolidation, 

3 require a vote of the membership, provide for objections by 

4 members and the payment of fair market value to dissenters, 

5 prov1de for articles of merger or consolidation and the 

6 issuance of a certificate of merger or consolidation, and 

7 authorize abandonment prior to filing the articles of merger 

8 or consol1dation. This bill repeals Code section ~01.602 and, 

9 with some exceptions, rewrites the same provisions in Code 

10 chapter 501. 

11 Code section 501.604 provides for the dissolution of a 

12 cooperative based on the same provisions which apply to 

ll corporations under Code sections 490.1401 through 490.1440. 

l4 Those sections provide for dissolution by incorporators, 

15 initial directors who have not issued slack, or a board of 

:6 directors operating a functioning corporation; the filin~ of 

17 articles of dissolution, a revocation of a dissolution, and 

18 the effect of lhe dissolution; procedures for disposing of 

19 known and unknown claims against the corporation; grounds for 

20 administrative dissolution, procedures for and the effect of 

/l an administrative dissolution, and reinstatement, including 

22 appeal from a denial of reinstatement; grounds (or judicial 

23 dissolution, procedures for judicial dissolution, and 

24 procedu~es for appointing a receiver or custodian; entering a 

25 decree of dissolution; and depositing creditor assets with the 

2& treasurer of state. This bill repeals Code section 501.604 

2/ and rewrites those provisions expressly for cooperatives as 

28 part of Code chapter 501 with limited exceptions. The bill 

29 does not include a provision requiring information in the 

30 articles to be separately provided for each voting group 

31 entitled to vote separately on the plan to dissolve. 

32 

13 

34 
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SENATE FILE JZ~~ 
BY COMMITTEE ON AGRICULTURE 

(SUCCESSOR TO SSB 2157) 

(AS AMENDED AND PASSED BY THE SENATE MARCH 12, 1998) 
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Vote: 

- New Language by the Senate 
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Approved~AkJ 

A BILL FOR 
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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 

J. 

l 
. , 

16 

l7 

18 

~9 

20 

21 

S-5537 

HOUSE AMEJ.r"DMENT TO 
SENATE FILE 2404 

1 Amend Senate File 2404, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. Page 42, by inserting after line 26 the 
4 following: 
5 "Sec. __ . EFFEC'l'IVE DATE. This Act, being deemed 
6 of immediate importance, takes effect upon enactment." 
7 2. Title page, line 1, by inserting after the 
8 figure "501" the following: "and providing an 

_ 9/ffe~ti~ date" • 
~ ~ 1/q)'/Y RECEIVED FROM THE HOUSE 

S-5537 Fii.ED APRIL 6, 1998 (f. 1/blf.) 

SF 2404 
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1 Section 1. Section 501.101, subsection 1, Code 1997, is 

2 amended to read as follows: 

3 1. ''Articles" means the cooperative's articles of 

4 ±neorpora~±on association. 

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

6 1997, is amended to read as follows: 

7 b. An-ind±vid~ai-er-~enerai-~artnersn±~-that A person who 

8 owns at least one hundred fifty acres of agricultural land and 

9 receives as rent a share of the crops or the animals raised on 

10 the land if these-erops-er-anima%s-are-a-si~nif±eant-eomponent 

ll o~-tne-eoo~erative~s-bttsiness-operations that person is a 

12 natural person or a general partnership as organized under 

13 chapter 486 1n which all partners are natural persons. 

14 Sec. 3. Section 501.101, subsection 4, Code 1997, is 

15 amended to read as follows: 

16 4. "Cooperative" means a cooperative eor~oret±on 

17 association organized under this chapter or converted to this 

18 chapter pursuant to section 501.601. 

19 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.l. 

25 Sec. s. 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 ~toelt 

28 interest in a cooperative. 

29 8. 11Shareho:l:det- 11 "Interest holder" means a person who owns 

30 ~toelt an interest in a cooperative, whether or not that stock 
31 interest has voting rights. 

32 9. "Voting stoek interest" means ~teek an interest in a 

33 cooperative that has voting rights. 

34 Sec. 6. Section 501.101, Code 1997, is amended by adding 

35 the following new subsections: 

-1-
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2 other interest in a 
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6A. "Interest" means a voting interest or 

cooperative as described in the 

3 cooperative's articles of association. 

4 NEW SUBSECTION. 7A. "Membership" means the interest 

5 established by a member owning a voting interest. 

6 Sec. 7. Section 501.102, subsection 2, Code 1997, is 

7 amended to read as follows: 

8 2. Unless its articles provide otherwise, a cooperative 

9 has perpetual duration and succession in its eo~po~ate 

10 cooperative name and has the same powers as an individual to 

ll do all things necessary or convenient to carry out its 

12 business and affairs, including, witho~t-%±m±tat±on,-att-or 

13 tMe-power~-en~merated-±n-seetions-49&.39%-a~d-49&.393 but not 

14 limited to, all of the following: 

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

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

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

18 other manner reproducing it. 

19 c. Make and amend bylaws, not inconsistent with its 

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

21 managing the business and regulating the affairs of the 

22 cooperative. 

23 d. Purchase, receive, lease, or otherwise acqu1re, and 

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

25 personal property, or any legal or equitable interest in 

26 property, wherever located. 

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

28 otherwise dispose of all or any part of its property. 

29 f. Purchase, receive, subscribe for, or otherwise acquire, 

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

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

32 interests in, or obligations of, any other entity. 

33 g. Make contracts and guarantees, incur liabilities, 

34 borrow money, issue its notes, bonds, and other obliqations, 

35 which may be convertible into or include the option to 
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1 purchase other interests of the cooperative, and secure any of 

2 its obligations by mortgage or pledge o.f any of its property, 

3 franchises, or income. 

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

5 and hold real and personal property as security for repayment. 

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

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

8 JJ:_,·:__..:C:::o~n~d~u:::c~t=--:i~t!::.s:::_~b~uc::s~i:.!n"-'e"'s:::.s=.J., -=lc::o:.:c:.:a~t=.:e=-.~o~f.=fc.!ic::c:.:e::.;s~, ...:::a.!'n'-"d~e~x~e=r :::C.=i::.s~e:_:t~h=e 

9 powers granted by this chapter within or without this state. 

10 k. Elect directors and appoint officers, employees, and 

11 agents of the cooperative, define their duties, fix their 

12 compensation, and lend them money and credit. 

13 1. Pay pensions and establish pension plans, pension 

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

15 incentive plans for any or all of its current or former 

16 directors, officers, employees, and agents. 

17 m. Make donations for the public welfare or for 

18 charitable, scientific, or 

19 n. Transact any lawful 

20 pelicy. 

educational purposes. 

business that will aid governmental 

21 o. Make payments or donations, or do any other act, not 

22 inconsistent with law, that furthers the business and affairs 

23 of the cooperative. 

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

26 1. Notwithstanding section 9H.4, any person or entity, 

27 subject to the limitations set forth in section 501.305, and 

28 subject to the cooperative's articles and bylaws, is permitted 
29 to own stoek interests, including voting stoek interests, in a 
30 cooperative. 

31 2. Notwithstanding section 9H.4, a cooperative may, 

32 directly or indirectly, acquire or otherwise obtain or lease 

33 agricultural land in this state, for as long as the 

34 cooperative continues to meet the 

35 a. Farming entities own sixty 
following requirements: 

percent of the stoek 
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1 interests and are eligible to cast sixty percent of the votes 

2 at member meetings. 

3 b. Authorized persons own at least seventy-five percent of 

4 the stoe~ interests and are eligible to cast at least seventy-

5 five percent of the votes at member meetings. 

6 c. The cooperative does not, either directly or 

7 indirectly, acquire or otherwise obtain or lease agricultural 

8 land, if the total agricultural land either directly or 

9 indirectly owned or leased by the cooperative would then. 

10 exceed six hundred forty acres. 

11 5. In the event of a transfer of seoe~ an interest in a 

12 coooerative by operation of law as a result of death, divorce, 

13 bankruptcy, 

14 cooperative 

15 determining 

16 years after 

17 Sec. 9. 

18 amended to 

or pursuant to a security interest, the 

may disregard the transfer for purposes of 

compliance with subsection 2 for a period of two 

the transfer. 

Section 501,105, subsection 2, Code 1997, is 

read as follows: 

19 2. Articles must be signed by all of the ineorporetors 

20 organizers; and 

21 of state must be 

22 The printed name 

23 proximity to the 

24 state may accept 

all other documents filed with the secretary 

signed by one of the cooperative's officers. 

and capacity of each signatory must appear in 

signatory's signature. 

a document containing a 

The secretary of 

copy of the 

25 signature. A document is not required to contain a eorporete 

26 seal, an acknowledgment, or a verification. 

27 Sec. 10. Section 501.106, subsection 2, unnumbered 

28 paragraph 1, Code 1997, is amended to read as follows: 

29 A eorporetiofi cooperative may change its registered office 

30 or registered agent by delivering to the secretary of state 

31 for filing a statement of change that sets forth all of the 

32 following: 

33 Sec. 11. Section 501.106, Code 1997, is amended by adding 

34 the following new subsections: 

35 NEW SUBSECTION. 5. a. A registered agent may resign the 
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1 agent's agency appointment by signing and delivering to the 

2 secretary of state for filing the signed original statement of 

3 resignation. The statement may include a statement that the 

4 registered office is also discontinued. The registered agent 

5 shall send a copy of the statement of resignation by certified 

6 mail to the cooperative at its principal office and to the 

7 registered office, if not discontinued. The registered agent 

8 shall certify to the secretary of state that the copies have 

9 been sent to the cooperative, including 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 its principal office. Service is perfected under this 

23 paragraph at the earliest of any of the following: 

24 (l) 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. 

30 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 
35 1997, is amended to read as follows: 
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1 a. The name, address, and occupation of each ±~eorporaeor 

2 organizer. 

3 Sec. 13. Section 501.202, subsection 2, paragraph d, Code 

4 1997, is amended to read as follows: 

5 d. The classes of ~~oek interests and the authorized 

6 n~mber of ~hare~ interests of each class. 

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

8 follows: 

9 501.306 NUMBER OF VOTES. 

10 A person who is a member o~-sharehoider shall not own more 

11 than one membership or-~hare-of-vo~±~g-seoek. The person 

12 shall be entitled to cast not more than one vote regarding any 

13 matter in which a vote is conducted, including any matter 

14 s~bject to a vote during a cooperative meeting. 

15 Sec. 15. Section 501.403, subsection 2, paragraph e, Code 

16 1997, is amended to read as follows: 

17 e. Action required or permitted by this chapter to be 

18 taken at a board meeting may be taken without a meeting if the 

l9 action is taken by all members of the board. The action must 

20 be evidenced by one or more written consents describing the 

21 action taken, signed by each director, and included in the 

22 minutes or filed with the eorporate cooperative's records 

23 reflecting the action taken. Action taken under this section 

24 is effective when the last director signs the consent, unless 

25 the consent specifies a different effective date. A consent 

26 signed under this section has the effect of a meeting vote and 

27 may be described as such in any document. 

28 sec. 16. Section 501.403, subsection 3, Code 1997, is 

29 amended to read as follows: 

30 3. A director may waive any notice required by this 

31 chapter, the articles, or the bylaws before or after the date 

32 and time stated in the notice. The waiver must be in writing, 

33 signed by the director entitled to the notice, and filed with 

34 the minutes or eor~rate records of the cooperative. A 

35 director's attendance at or participation in a meeting waives 
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1 any required notice to that director of the meeting unless the 

2 director at the beginning of the meeting or promptly upon the 

3 director's arrival objects to holding the meeting Oc 

4 transacting business at the meeting and does not thereafter 

5 vote for or assent to action taken at the meeting. 

6 Sec. 17. Section 501.404, subsection 1, paragraph b, Code 

7 Supplement 1997, is amended to read as follows: 

8 b. The material facts of the transaction and the 

9 director's interest were disclosed or known to the 

10 sharehozders members entitled to vote and they authorized, 

11 approved, or ratified the transaction. For purposes of this 

12 paragraph, a conflict of interest transaction is authorized, 

13 approved, or ratified if it receives a majority of the votes 

14 entitled to be counted under this paragraph. Shares Voting 

15 interests owned by or voted under the control of a director 

16 who has a direct or indirect interest in the transaction, and 

17 shares voting interests owned by or voted under the control of 

18 an entity described in subsection 2, paragraph "a", shall not 

19 be counted in a vote of members to determine whether to 

20 authorize, approve, or ratify a conflict of interest 

21 transaction under this paragraph. The vote of those shares 

22 voting interests, however, is counted in determining whether 

23 the transaction is approved under other sections of this 

24 chapter. A majority of the votes, whether or not the 

25 shareho~de1"s members are present, that are entitled to be 

26 counted in a vote on the transaction under this paragraph 

27 constitutes a quorum for the purpose of taking action under 

28 this paragraph. 

29 Sec. 18. Section 501.407, unnumbered paragraph 1, Code 

30 1997, is amended to read as follows: 

31 The articles may contain a provision eliminating or 

32 limiting the personal liability of a director, officer, or 

33 s~a~eho~de~ interest holder of the cooperative for monetary 

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

35 or sha1"eho~der interest holder, provided that the provision 
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1 does ~ot eliminate or limit liability for any of the 

2 following: 

3 Sec. 19. Section 501.407, subsections 1 and 3, Code 1997, 

4 are amended to read as follows: 

5 1. A breach of the duty of loyalty to the cooperative or 

6 its s~~~e~e~de~s interest holders. 

7 3. A transaction from ~1hich the director, officer, or 

8 ~hareheider interest holder derives an improper personal 

9 benefit. 

10 

11 

PART B 

INDEMNIFICATION 

12 Sec. 20. NEW SECTION. 501.411 DEFINITIONS. 

13 As used in this part, unless the context otherwise 

14 requires: 

15 1. "Cooperative" includes any domestic or foreign 

16 predecessor entity of a cooperative in a merger or other 

17 transaction in which the predecessor's existence ceased upon 

18 consummation of the transaction. 

19 2. "Director" means an individual who is or was a director 

20 of a cooperative or an individual who, while a director of a 

21 cooperative, is or ~1as serving at the cooperative's request as 

22 a director, officer, partner, trustee, employee, or agent of 

23 another foreign or domestic cooperative, corporation, 

24 partnership, joint venture, trust, employee benefit plan, or 

25 other enterprise. A director is considered to be serving an 

26 employee benefit plan at the cooperative's request if the 

27 director's duties to the cooperative also impose duties on, or 

28 otherwise involve services by, that director to the plan or to 

29 participants in or beneficiaries of the plan. "Director'' 

30 includes, unless the context requires otherwise, the estate or 

31 personal representative of a director. 

32 3. "Expenses" include counsel fees. 

33 4. "Liability" means the obligation to pay a judgment, 

34 settlement, penalty, fine, including an exc1se tax assessed 

35 with respect to an employee benefit plan, or reasonable 
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1 expenses incurred with respect to a proceeding. 

2 5. "Official capacity• means: 

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

4 director in 

5 b. When 

a cooperative. 

used with respect to an individual other than a 

6 director, as contemplated in section 501.417, the office in a 

7 cooperative held by the officer or the employment or agency 

8 relationship undertaken by the employee or agent on behalf of 

9 the cooperative. 

10 "Official capacity" does not include service for any other 

11 foreign or domestic cooperative or any corporation, 

12 partnership, joint venture, trust, employee benefit plan, or 

13 other enterprise. 

14 6. ''Party" includes an individual who was, is, or is 

15 threatened to be made a named defendant or respondent in a 

16 proceeding. 

17 7. "Proceeding" means any threatened, pending, or 

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

19 criminal, administrative, or investigative and whether formal 

20 or informal. 

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

23 indemnify an individual made a party to a proceeding because 

24 the individual is or was a director against liability incurred 

25 in the proceeding if all of the following apply: 

26 a. The individual acted in good faith. 

27 b. The individual reasonably believed either of the 
28 following: 

29 (l) In the case of conduct in the individual's official 

30 capacity with the cooperative, that the individual's conduct 
31 was in the cooperative's best interests. 

32 (2) In all other cases, that the individual's conduct was 

33 at least not opposed to the cooperative's best interests. 

34 c. In the case of any criminal proceeding, the individual 

35 had no reasonable cause to believe the individual's conduct 
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l was unlawful. 

2 2. A director's conduct with respect to an employee 

3 benefit plan for a purpose the director reasonably believed to 

4 be in the interests of the participants in and beneficiaries 

5 of the plan is conduct that satisfies the requirement of 

6 subsection 1, paragraph "b", subparagraph (2). 

7 3. The termination of a proceeding by judgment, order, 

8 settlement, conviction, or upon a plea of nolo contendere or 

9 its equivalent is not, of itself, determinative that the 

10 director did not meet the standard of conduct described in 

11 this sect ion. 

12 4. A cooperative shall not indemnify a director under this 

13 section in either of 

14 a. In connection 

the following circumstances: 

with a proceeding by or in the right of 

15 the cooperative in which the director was adjudged liable to 

16 the cooperative. 

17 b. In connection with any other proceeding charging 

18 improper personal benefit to the director, whether or not 

19 involving action in the director's official capacity, in which 

20 the director was adjudged liable on the basis that personal 

21 benefit was improperly received by the director. 

22 5. Indemnification permitted under this section in 

23 connection with a proceeding by or in the right of the 

24 cooperative is limited to reasonable expenses incurred in 

25 connection with the proceeding. 

26 Sec. 22. NEW SECTION. 501.413 MANDATORY INDEMNIFICATION. 

27 unless limited by its articles of association, a 

28 cooperative shall indemnify a director who was wholly 

29 successful, on the merits or otherwise, in the defense of any 

30 proceeding to which the director was a party because the 

31 director is or was a director of the cooperative against 

32 reasonable expenses incurred by the director in connection 

33 with the proceeding. 

34 Sec. 23. N~w SECTION. 501.414 ADVANCE FOR EXPENSES. 

35 l. A cooperative may pay for or reimburse the reasonable 
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1 expenses incurred by a director who is a party to a proceeding 

2 in advance of final disposition of the proceeding if any of 

3 the following apply: 

4 a. The director furnishes 

5 affirmation of the director's 

the cooperative a 

good faith belief 

written 

that the 

6 director has ~et the standard of conduct described in section 

7 501.412. 

8 b. The director furnishes the cooperative a written 

9 undertaking, executed personally or on the director's behalf, 

10 to repay the advance if it is ultimately determined that the 

11 director did not meet the standard of conduct described in 

12 section 501.412. 

13 c. A determination is made pursuant to section 501.416 

14 that the facts then known to those making the determination 

15 would not preclude indemnification under this part. 

16 2. The undertaking required by subsection l, paragraph 

17 "b", must be an unlimited general obligation of the director 

18 but need not be secured and may be accepted without reference 

19 to financial ability to make repayment. 

20 3. Determinations and authorizations of payments under 

21 this section shall be made in the manner specified in section 

22 501.416. 

23 Sec. 24. NEW SECTION. 501.415 COURT-ORDERED 

24 INDEMNIFICATION. 

25 Unless a cooperative's articles of association provide 

26 otherwise, a director of the cooperative who is a party to a 

27 proceeding may apply for indemnification to the court 

28 conducting the proceeding or to another court of competent 

29 jurisdiction. On receipt of an application, the court after 

30 giving any notice the court considers necessary may order 

31 indemnification if it determines either of the following: 

32 l. The director is entitled to mandatory indemnification 

33 under section 501.413, in which case the court shall also 

34 order the cooperative to pay the director's reasonable 

35 expenses incurred to obtain court-ordered indemnification. 

-11-
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1 2. The director is fairly and reasonably entitled to 

2 indemnification in view of all the relevant circumstances, 

3 whether or not the director met the standard of conduct set 

4 forth in section 501.412 or was adjudged liable as described 

5 in section 501.412, subsection 4, but if the director was 

6 adjudged so liable the director's indemnification is limited 

7 to reasonable expenses incurred. 

8 Sec. 25. NEW SECTION. 501.416 DETERMINATION AND 

9 AUTHORIZATION OF INDEMNIFICATION. 

10 l. A cooperative shall not indemnify a director under 

11 section 501.412 unless authorized in the specific case after a 

12 determination has been made that indemnification of the 

13 director is permissible in the circumstances because the 

14 director has met the standard of conduct set forth in section 

15 501.412. 

16 2. The determination shall be made by any of the 

17 following: 

18 a. By the board of directors by majority vote of a quorum 

19 consisting of directors not at the time parties to the 

20 proceeding. 

21 b. If a quorum cannot be obtained under paragraph "a", by 

22 majority vote of a committee duly designated by the board of 

23 directors, in which designation directors who are parties may 

24 participate, consisting solely of two or more directors not at 

25 the time parties to the proceeding. 

26 c. By special legal counsel. 

27 (1) The special legal counsel shall be selected by the 

28 board of directors or its committee in the manner prescribed 

29 in paragraph "a" or "b". 

30 (2) If a quorum of the board of directors cannot be 

31 obtained under paragraph "a" and a committee cannot be 

32 designated under paragraph "b", the special legal counsel 

33 shall be selected by majority vote of the full board of 

34 directors, in which selection directors who are parties may 

35 participate. 
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1 d. By the members, but voting interests owned by or voted 

2 under the control of directors who are at the time parties to 

3 the proceeding shall not be voted on the determination. 

4 3. Authorization of indemnification and evaluation as to 

5 reasonableness of expenses shall be made in the same manner as 

6 the determination that indemnification is permissible, except 

7 that if the determination is made by special legal counsel, 

8 authorization of indemnification and evaluation as to 

9 reasonableness of expenses shall be made by those entitled 

10 under subsection 2, paragraph "c", to select counsel. 

11 Sec. 26. NEW SECTION. 501.417 INDEMNIFICATION OF 

12 OFFICERS, EMPLOYEES, AND AGENTS. 

13 Unless a cooperative's articles of association provide 

14 otherwise, all of the following apply: 

15 1. An officer of the cooperative who is not a director is 

16 entitled to mandatory indemnification under section 501.413, 

17 and is entitled to apply for court-ordered indemnification 

18 under section 501.415, in each case to the same extent as a 

19 director. 

20 2. The cooperative may indemnify and 

21 under this part to an officer, employee, 

advance expenses 

or agent of the 

22 cooperative who is not a director to the same extent as to a 

23 director. 

24 3. A cooperative may also indemnify and advance expenses 

25 to an officer, employee, or agent who is not a director to the 

26 extent consistent with law that may be provided by its 

27 articles of association, bylaws, general or specific action of 

28 its board of directors, or contract. 

29 Sec. 27. NEW SECTION. 501.418 INSURANCE. 

30 A cooperative may purchase and maintain insurance on behalf 

31 of an individual who is or was a director, officer, employee, 

32 or agent of the cooperative, or who, while a director, 

33 officer, employee, or agent of the cooperative, is or was 

34 serving at the request of the cooperative as a director, 

35 officer, partner, trustee, employee, or agent of another 
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l foreign or domestic cooperative, corporation, partnership, 

2 joint venture, trust, employee benefit plan, or other 

3 enterprise, against liability asserted against or incurred by 

4 that individual in that capacity or arising from the 

5 individual's status as a director, officer, employee, or 

6 agent, whether or not the cooperative would have power to 

7 indemnify that individual against the same liability under 

8 section 501.412 or 501.413. 

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

10 Except as limited in section 501.412, subsection 4, 

11 paragraph •a•, and subsection 5 with respect to proceedings by 

12 or in the right of the cooperative, the indemnification and 

13 advancement of expenses provided by, or granted pursuant to, 

14 sections 501.411 through 501.418 are not exclusive of any 

15 other rights to which persons seeking indemnification or 

16 advancement of expenses are entitled under a provision in the 

17 articles of association or bylaws, agreements, vote of the 

18 members or disinterested directors, or otherwise, both as to 

19 action in a person's official capacity and as to action in 

20 another capacity while holding the office. However, such 

21 provisions, agreements, votes, or other actions shall not 

22 provide indemnification for a breach of a director's duty of 

23 loyalty to the cooperative or its interest holders, for acts 

24 or omissions not in good faith or which involve intentional 

25 misconduct or knowing violation of the law, or for a 

26 transaction from which the person seeking indemnification 

27 derives an improper personal benefit. 

28 Sec. 29. Section 501.501, Code Supplement 1997, is amended 

29 to read as follows: 

30 501.501 ISSUANCE AND TRANSFER OF S~e€K INTERESTS. 

31 1. A cooperative may issue the number of ~~a~ee interests 

32 of each class authorized by its articles. A cooperative may 

33 issue fractional e"a~es interests. Stock Interests may be 

34 represented by certificates or by entry on the cooperative's 

35 s~oek interest record books. 
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l 2. A member shall not sell or otherwise transfer voting 

2 ~toek interests to any person. A member may be restricted or 

3 limited from selling or otherwise transferring any other class 

4 of ~toek interests of the cooperative as provided by the 

5 cooperative's articles of i~eo~po~ation association or bylaws 

6 or an agreement eKecuted between the cooperative and the 

7 member. 

8 3. 

9 ~har-e~ 

A cooperative may acquire its own ~toek interests, and 

interests so acquired constitute authorized but 

10 unissued ~hare~ interests. 

ll Sec. 30. 

l2 Supplement 

13 a. The 

14 to a person 

15 membership. 

Section 501.502, subsection 2, paragraph a, Code 

1997, is amended to read as follows: 

member has attempted to transfer ~toek any interest 

who is not a member and has not been approved for 

16 Sec. 31. Section 501.502, subsection 4, Code Supplement 

17 1997, is amended to read as follows: 

18 4. The cooperative shall redeem, without interest, the 

lS voting stoek interest of a terminated member within one year 

20 after the termination of the membership for the fair market 

21 value of the stoek interest. If the amount originally paid by 

22 the member for the voting stoek interest was less than ten 

23 percent of the total amount the member paid for all classes of 
24 ~eoek interests, the cooperative may redeem the voting ~toek 

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

26 ±neorpo~ation association grant the cooperative this 
27 authority. 

28 Sec. 32. 

29 paragraph 1, 
30 follows: 

Section 501.502, subsection 5, unnumbered 

Code Supplement 1997, is amended to read as 

31 The cooperative shall redeem, without interest, all of the 

32 terminated member's allocated patronage refunds and preferred 

33 stoek interests originally issued as allocated patronage 

34 refunds for the issue price as follows: 

35 Sec. 33. Section 501.503, subsections 1 and 4, Code 1997, 
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l are amended to read as follows: 

2 l. If the articles authorize the payment of dividend~ 

3 distributions on a class of stoe~ interests, then the 

4 directors may declare dividends a distribution pursuant to the 

5 articles. 

6 percent of 

7 year. The 

8 under this 

9 4. The 

10 obligation 

ll savings as 

Bividends-may Distributions shall not exceed eight 

the value of the stoek interest in each fiscal 

members may control the amount that is allocated 

subsection. 

cooperative shall have an unconditional binding 

to distribute to the members all remaining net 

determined under the United States Internal Revenue 

12 Code. These net savings shall be allocated to each member in 

13 proportion to the business the member did with the cooperative 

14 during the preceding fiscal year. The net savings may be 

15 separately calculated for two or more categories of business, 

16 and allocated to the members on the basis of business done 

17 within each of these categories. Net savings shall be 

18 distributed in the form of cash or stoek interests, or a 

19 combination of cash and stoek interests, as determined by the 

20 board. 

21 Sec. 34. Section 501.603, subsection 2, Code 1997, is 

22 amended to read as follows: 

23 2. A cooperative may sell, lease, exchange, or otherwise 

24 dispose of all, or substantially all, of its property, with or 

25 without the good will, on the terms and conditions and for the 

26 consideration determined by the board, which consideration may 

27 include the p~efe~~ed-stoek interests of another cooperative, 

28 if the board recommends the proposed transaction to the 

29 members, and the members approve it by the vote of two-thirds 

30 of the votes cast on a ballot in which a majority of all votes 

31 are cast. The board may condition its submission of the 
32 proposed transaction on any basis. 

33 

34 

35 

PART B 

MERGER AND CONSOLIDATION BETWEEN COOPERATIVES 

ORGANIZED UNDER THIS CHAPTER 
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1 Sec. 35. NEW SECTION. 501.611 DEFINITIONS. 

2 When used in this part, unless the context otherwise 

3 requires: 
4 1. "Consolidation" means the uniting of two or more 

5 cooperatives organized under this chapter into one cooperative 

6 organized under this chapter, in such manner that a new 

7 cooperative is formed, and the new cooperative absorbs the 

8 others, which cease to exist as separate entities. 

9 2. "Dissenting member" means a voting member who votes in 

10 opposition to the plan of merger or consolidation and who 

ll makes a demand for payment of the fair value under section 

12 501.615. 

13 3. "Fair value" means the cash price that would be paid by 

14 a willing buyer to a willing seller, neither being under any 

15 compulsion to buy or sell. 

15 4. ''Issue price" means the amount paid for an interest in 

17 the old cooperative or the amount stated in a notice of 

18 allocation of patronage distributions. 

19 5. "Merger" means the uniting of two or more cooperatives 

20 organized under this chapter into one cooperative organized 

21 under this chapter, in such manner that one of the merging 

22 associations continues to exist and absorbs the others, which 

23 cease to exist as entities. "Merger" does not include the 

24 acquisition, by purchase or otherwise, of the assets of one 

25 cooperative by another, unless the acquisition only becomes 

26 effective by the filing of articles of merger by the 

27 cooperatives and the issuance of a certificate of merger 

28 pursuant to sections 501.617 and 501.618. 

29 6. "New cooperative" is the cooperative resulting from the 

30 consolidation of two or more cooperatives organized under this 

31 chapter. 

32 7. "Old cooperative" means the cooperative in which the 

33 member owns or owned a membership prior to merger or 

34 consolidation. 

35 8. "Surviving cooperative" is the cooperative resulting 
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l from the merger of two or more cooperatives organized under 

2 this chapter. 

3 Sec. 36. NEW SECTION. 501.612 MERGER. 

4 Any two or more cooperatives may merge into one cooperative 

5 in the manner provided in this section. The board of 

6 directors of each cooperative shall, by resolution adopted by 

7 a majority vote of all members of each board, approve a plan 

8 of merger which shall set forth all of the following: 

9 1. The names of the cooperatives proposing to merge and 

10 the name of the surviving cooperative. 

ll 2. The terms and conditions of the proposed merger. 

12 3. A statement of any changes in the articles of 

13 association of the surviving cooperative. 

14 4. Other provisions deemed necessary or desirable. 

15 Sec. 37. NEW SECTION. 501.613 CONSOLIDATION. 

16 Any two or more cooperatives may be consolidated into a new 

17 cooperative as provided in this section. The board of 

18 directors of each cooperative shall, by resolution adopted by 

19 a majority vote of all members of each board, approve a plan 

20 of consolidation setting forth: 

21 l. The names of the cooperatives proposing to consolidate 

22 and the name of the new cooperative. 

23 2. The terms and conditions of the proposed consolidation. 

24 3. With respect 

25 statements required 

26 for cooperatives. 

to the new cooperative, all of the 

to be set forth in articles of association 

27 4. Other provisions deemed necessary or desirable. 

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

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

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

31 resolution, direct that the plan be submitted to a vote at a 

32 meeting of members, which may be either an annual or special 

33 meeting. Written notice shall be given not less than twenty 

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

35 each voting member of record. The notice shall state the 
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1 time, place, and purpose of the meeting, and a summary of the 

2 plan of merger or consolidation shall be included in or 

3 enclosed with the notice. 

4 2. At the meeting, a ballot of the members who are 

5 entitled to vote in the affairs of the association shall be 

6 taken on the proposed plan of merger or consolidation. The 

7 plan of merger or consolidation shall be approved if two-

8 thirds of the members vote affirmatively on a ballot in which 

9 a majority of all voting members participate. Voting may be 

10 by mail ballot notwithstanding any contrary provision in the 

11 articles of association or bylaws. 

12 Sec. 39. NEW SECTION. 501.615 OBJECTION OF MEMBERS --

13 PURCHASE OF INTERESTS UPON DEMAND. 

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

15 merger or consolidation files with the cooperative, prior to 

16 or at the meeting oE members at which the plan is submitted to 

17 a vote, a written objection to the plan of merger or 

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

19 member, within twenty days after the merger or consolidation 

20 is approved by the other members, makes written demand on the 

21 surviving or new cooperative for payment of the fair value of 

22 that member's interest as of the day prior to the date on 

23 which the vote was taken approving the merger or 

24 consolidation, the surviving or new cooperative shall pay to 

25 the member, upon surrender of that person's certificate of 

26 membership or interests in the cooperative, the fair value of 

27 that person's interest as provided in section 501.616. A 

28 member who fails to make demand within the twenty-day period 

29 is conclusively presumed to have consented to the merger or 

30 consolidation and is bound by its terms. 

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

32 with the surviving or new cooperative before payment has been 

33 made for that person's membership, the dissenting member is 

34 deemed to have consented to the merger or consolidation and to 

35 have waived all further rights as a dissenting member. 

-19-



S.F. 2,t~<J'fi H.F. 

l Sec. 40. NEW SECTION. 501.616 VALUE DETERMINED. 

2 1. Within twenty days after the merger or consolidation is 

3 effected, the surviving or new cooperative shall make a 

4 written offer to each dissenting member to pay a specified sum 

5 deemed by the surviving or new cooperative to be the fair 

6 value of that dissenting member's interest in the old 

7 cooperative. This offer shall be accompanied by a balance 

8 sheet of the old cooperative as of the latest available date, 

9 a profit and loss statement of the old cooperative for the 

10 twelve-month period ending on the date of the balance sheet, 

ll and a list of the dissenting member's interests in the old 

12 cooperative. If the dissenting member does not agree that the 

13 sum stated in the notice represents the fair value of the 

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

l5 objection with the surviving or new cooperative within twenty 

16 days after receiving the notice. A dissenting member who 

17 fails to file the objection within the twenty-day period is 

18 conclusively presumed to have consented to the fair value 

19 stated 1n the notice. 

20 2. If the surviving or new cooperative receives any 

21 objections to fair values, then within ninety days after the 

22 merger or consolidation is effected, the surviving or new 

23 cooperative shall file a petition in district court asking for 

24 a finding and determination of the fair value of each type of 

25 equity. The action shall be tried as an equitable action. 

26 3. The fair value of a dissenting member's interest in the 

27 old cooperative shall be determined as of the day preceding 

28 the merger or consolidation by taking the lesser of either the 

29 issue price of the dissenting member's membership, deferred 

30 patronage, and any other interests in the cooperative, or the 

3l amount determined by subtracting the old cooperative's debts 

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

33 dividing the remainder by the total issue price of all 

34 memberships, deferred patronage and all other interests, and 

35 then multiplying the quotient from this division by the total 
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1 issue price of a dissenting member's membership, deferred 

2 patronage, and other interests. 

3 4. The surviving or new cooperative shall pay to each 

4 dissenting member in cash within sixty days after the merger 

5 or consolidation the amount paid in cash by the dissenting 

6 member for that member's interest in the old cooperative. The 

7 surviving or new cooperative shall pay the remainder of each 

8 dissenting member's fair value in ten annual equal payments. 

9 The final payment must be made not later than fifteen years 

10 after the merger or consolidation. The value of the deferred 

11 patronage or interests issued to evidence deferred patronage 

12 shall be considered a liability of the surviving or new 

13 cooperative as reflected in the accounts of the surviving or 

14 new cooperative until the value of the deferred patronage or 

15 interests issued to evidence deferred patronage is paid in 

16 full to the dissenting member. A dissenting member who is a 

17 natural person who dies before receiving the fair value shall 

18 have all of the person's fair value paid with the same 

19 priority as if the person was a member at the time of death. 

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

21 CONSOLIDATION. 

22 Upon approval, articles of merger or articles of 

23 consolidation shall be executed by each cooperative as 

24 provided in section 501.105. The articles must include the 

25 following: 

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

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

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

29 for and against the plan at the meeting called for that 

30 purpose. 

31 The articles of merger or articles of consolidation shall 

32 be delivered to the secretary of state for filing. 

33 The secretary of state, upon the filing of articles of 

34 merger or articles of consolidation, shall issue a certificate 

35 of merger or a certificate of consolidation and send the 
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l certificate to the surviving or new cooperative, or to its 

2 representative. 

3 Sec. 42. NEW SECTION. 501.618 WHEN EFFECTIVE -- EFFECT. 

4 A merger or consolidation shall become effective upon the 

5 date that the certificate of merger or the certificate of 

6 consolidation is issued by the secretary of state, or the 

7 effective date specified in the articles of merger or articles 

8 of consolidation, whichever is later. 

9 When a merger or consolidation has become effective: 

10 1. The several cooperatives which are parties to the plan 

ll of merger or consolidation shall be a single cooperative, 

12 which, in the case of a merger, shall be that cooperative 

13 designated in the plan of merger as the surviving cooperative, 

14 and, in the case of consolidation, shall be that cooperative 

lS designated in the plan of consolidation as the new 

l6 cooperative. 

~7 2. The separate existence of all cooperatives which are 

18 parties to the plan of merger or consolidation, except the 

lS surviving or new cooperative, shall cease. 

20 3. The surviving or new cooperative shall have all the 

21 rights, privileges, immunities, and powers and shall be 

22 subject to all the duties and liabilities of a cooperative 

23 organized under this chapter. 

24 4. The surviving or new cooperative shall possess all the 

25 rights, privileges, immunities, and franchises, public as well 

26 as private, of each of the merging or consolidating 

27 cooperatives. 

28 5. All property, real, personal, and mixed, and all debts 

29 due on whatever account, including all choses in action, and 

30 al~ and every other interest, of or belonging to or due to 

3l each of the cooperatives merged or consolidatP.d, shall be 

32 transferred to and vested in the surviving or new cooperative 

33 without further act or deed. The title to any real estate, or 

34 any interest in real estate vested in any of the cooperatives 

35 merged or consolidated, shall not revert or be in any way 
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1 impaired by reason of the merger or consolidation. 

2 6. A surviving or new cooperative shall be responsible and 

3 liable for all obligations and liabilities of each of the 

4 cooperatives merged or consolidated. 

5 7. Any claim existing or action or proceeding pending by 

6 or agair.st any of the cooperative~ merged or consolidated may 

7 be prosecuted as if the merger or consolidation had not taken 

8 place, or the surviving or new cooperative may be substituted 

9 for the merged or consolidated cooperative. Neither the 

10 rights of creditors nor any liens upon the property of any 

ll cooperative shall be impaired by a merger or consolidation. 

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

13 the surviving cooperative shall be deemed to be amended to the 

14 extent that changes in its articles of association are stated 

15 in the plan of merger. In the case of a consolidation, the 

16 statements set forth in the articles of consolidation which 

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

18 association of a cooperative shall be deemed to be the 

19 original articles of association of the new cooperative. 

20 9. The aggregate amount of the net assets of the merging 

21 or consolidating cooperative which was available for the 

22 payment of distributions immediately prior to the merger or 

23 consolidation, to the extent that the amount is not 

24 transferred to stated capital by the issuance of interests or 

25 otherwise, shall continue to be available for the payment of 

26 distributions by the surviving or new cooperative. 

27 Sec. 43. NEW SECTION. 501.619 ABANDONMENT BEFORE FILING. 

28 At any time prior to the filing of the articles of merger 

29 or consolidation, the merger or consolidation may be abandoned 

30 pursuant to provisions set forth in the plan of merger or 
31 consolidation. 
32 

33 
34 

35 

SUBCHAPTER VII 

RECORDS AND REPORTS 

PART A 

RECORDS 
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1 Sec. 44. NEW SECTION. 501.701 RECORDS. 

2 , A cooperative shall keep as permanent records minutes ~ . 
3 of all meetings of its members and board of directors, a 

4 record of all actions taken by the members or board of 

5 directors without a meeting, and a record of all actions taken 

6 by a co~~ittee of the board of directors in place of the board 

7 of directors on behalf of the cooperative. 

8 2. A cooperative shall maintain appropriate accounting 

9 records. 

10 3. A cooperative or its agent shall maintain a record of 

ll its interest holders in a form that permits preparation of a 

12 list of the names and addresses of all interest holders in 

13 alphabetical order by class of interests showing the number 

14 and class of interests held by each. 

15 4. A cooperative shall maintain its records in written 

16 form or in another form capable of conversion into written 

17 form within a reasonable time. 

18 5. A cooperative shall keep a copy of the following 

19 records: 

20 a. Its articles or restated articles of association and 

21 all amendments to them currently in effect. 

22 b. Its bylaws or restated bylaws and all amendments to 

23 them currently in effect. 

24 c. Resolutions adopted by its board of directors creating 

25 one or more classes or series of interests, and fixing their 

26 relative rights, preferences, and limitations, if the 

27 interests issued pursuant to those resolutions are 

28 outstanding. 

29 d. The minutes of all members' meetings, and records of 

30 all action taken by members without a meeting, for the past 

31 three years. 

32 e. All written communications to interest holders 

33 generally within the past three years, including the financial 

34 statements furnished for the past three years under section 

35 501.711. 
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l f. A list of the names and business addresses of its 

2 current directors and officers. 

3 g. Its most recent biennial report delivered to the 

4 secretary of state under section 501.713. 

5 Sec. 45. NEW SECTION. 501.702 INSPECTION OF RECORDS BY 

6 INTEREST HOLDERS. 

7 1. An interest holder of a cooperative is entitled to 

8 inspect and copy, during regular business hours at the 

9 cooperative's principal office, any of the records of the 

10 cooperative described in section 501.701, subsection 5, if the 

ll interest holder gives the cooperative written notice of the 

12 interest holder's demand at least five business days before 

13 the date on which the interest holder wishes to inspect and 

14 copy. 

15 2. An interest holder of a cooperative is entitled to 

16 inspect and copy, during regular business hours at a 

17 reasonable location specified by the cooperative, any o£ the 

18 following records of the cooperative if the interest holder 

19 meets the requirements of subsection 3 and gives the 

20 cooperative written notice of the interest holder's demand at 

21 least five business days before the date on which the interest 

22 holder wishes to inspect and copy any of the following: 

23 a. Excerpts from minutes of any meeting of the board of 

24 directors, records of any action of a committee of the board 
25 of directors while acting in place of the board of directors 

26 on behalf of the cooperative, minutes of any meeting of the 

27 members, and records of action taken by the members or board 

28 of directors without a meeting, to the extent not subject to 

29 inspection under subsection 1 of this section. 

30 b. Accounting records of the cooperative. 

31 c. The record of interest holders. 

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

34 a. The interest holder's demand is made in good faith and 
35 for a proper purpose. 

-25-



S.F. 2VD"' H.F. 

l b. The interest holder describes with reasonable 

2 particularity the interest holder's purpose and the records 

3 the interest holder desires to inspect. 

4 c. The records are directly connected with the interest 

5 holder's purpose. 

6 4. The right of inspection granted by this section shall 

7 not be abolished or limited by a cooperative's articles of 

8 association or bylaws. 

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

10 a. The right of a member to obtain information under 

ll section 501.702 or the right of an interest holder to obtain 

12 information, if the interest holder is in litigation with the 

13 cooperative, to the same extent as any other litigant. 

14 b. The power of a court, independently of this chapter, to 

15 compel the production of cooperative records for examination. 

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

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

18 inspection and copying rights as the interest holder the agent 

19 or attorney represents. 

20 2. The right to copy records under section 501.702 

21 includes, if reasonable, the ri~ht to receive copies made by 
22 photographic, xerographic, or other technological means. 

23 3. The cooperative may impose a reasonable charge, 

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

25 documents provided to the interest holder. The charge shall 

26 not exceed the estimated cost of production or reproduction of 

27 the records. 

28 4. The cooperative may comply with an interest holder's 

29 demand to inspect the record of interest holders under section 

30 SOl. 702, subsection 2, paragraph "c", by providing the 

31 interest holder with a list of its interest holders that was 

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

33 demand. 

34 Sec. 47. NEW SECTION. 501.704 COURT-ORDERED INSPECTION. 

35 1. If a cooperative does not allow an interest holder who 
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1 complies with section 501.702, subsection 1, to inspect and 

2 copy any records required by that subsection to be available 

3 for inspection, the district court of the county where the 

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

5 registered office is located may sumiT.arily order inspection 

6 and copying of the records demanded at the cooperative's 

7 expense upon application of the interest holder. 

8 2. If a cooperative does not within a reasonable time 

9 allow an interest holder to inspect and copy any other 

10 records, the interest holder who complies with section 

ll 501.702, subsections 2 and 3, may apply to 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 copying of the 

18 records demanded, it shall also order the cooperative to pay 

19 the interest holder's costs, including reasonable 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 on the 

26 use or distribution of the records by the demanding interest 

27 holder. 

28 PART B 

29 REPORTS 

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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l fiscal year and an income statement for that year. Upon 

2 written request from an interest holder, a cooperative, at its 

3 expense, shall furnish to that interest holder the financial 

4 statements requested. If the annual financial statements are 

5 reported upon 

6 accompany the 

7 Sec. 49. 

8 HOLDERS. 

by a public accountant, the report must 

financial statements. 

NEW SECTION. 501.712 OTHER REPORTS TO INTEREST 

9 1. If a cooperative indemnifies or advances expenses to a 

10 director under sections 501.412 through 501.415 in connection 

11 with a proceeding by or in the right of the cooperative, the 

12 cooperative shall report the indemnification or advance in 

13 writing to the members with or before the notice of the next 

14 members' meeting. 

15 2. If a cooperative issues or authorizes the issuance of 

16 interests for promissory notes or for promises to render 

17 services in the future, the cooperative shall report in 

18 writing to the members the number of interests authorized or 

19 issued, and the consideration received by the cooperative, 

20 with or before the notice of the next members' meeting. 

21 Sec. 50. NEW SECTION. 501.713 ANNUAL REPORT FOR 

22 SECRETARY OF STATE. 

23 1. Each cooperative authorized to transact business in 

24 this state shall deliver to the secretary of state for filing 

25 an annual report that sets forth all of the following: 

26 a. The name of the cooperative. 

27 b. The address of its registered office and the name of 

28 its registered agent at that office in this state, together 

29 with the consent of any new registered agent. 

30 c. The address of its principal office. 

31 d. The 

32 treasurer, 

names and addresses of the president, secretary, 

and one member of the board of directors. 

33 2. Information in the annual report must be current as of 

34 the first day of January of the year in which the report is 

35 due. The report shall be executed on behalf of the 
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1 cooperative and signed as provided in section 501.105 or by 

2 any other person authorized by the board of directors of the 

3 cooperative. 

4 3. The first annual report shall be delivered to the 

5 secretary of state between January 1 and April 1 of the first 

6 even-numbered year following the calendar year in which a 

7 cooperative was organized. Subsequent annual reports must be 

a delivered to the secretary of state between January 1 and 

9 April 1 of the following calendar years. A filing fee for the 

10 annual report shall be determined by the secretary of state. 

11 4. If an annual report does not contain the information 

12 required by this section, the secretary of state shall 

13 promptly notify the reporting cocperative in writing and 

14 return the report to 

15 5. The secretary 

the cooperative for correction. 

of state may provide for the change of 

16 registered office or registered agent on the form prescribed 

17 by the secretary of state for the annual report, provided that 

18 the form contains the information required in section 501.106. 

19 If the secretary of state determines that an annual report 

20 does not contain the info•rnation required by this section but 

21 otherwise meets the requirements of section 501.106 for the 

22 purpose of c~anging the registered office or registered agent, 

23 the secretary of state shall file the statement of change of 

24 registered office or registered agent, effective as provided 

25 in section 501.105, before retu~ning the biennial report to 

26 the cooperative as provided in this section. A statement of 

27 change of registered office or agent parsuant to this 

28 subsection shall be executed by a person authorized to execute 

29 the annual report. 

30 DIVISION VIII 

31 DISSOLUTION 
32 PART A 
33 GENERAL 
34 Sec. 51. ~EW SECTION. 501.801 DISSOLUTION BY ORGANIZERS 
35 OR INITIAL DIRECTORS. 
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1 A majority of the organizers or initial directors of a 

2 cooperative that has not issued interests or has not commenced 

3 business may dissolve the cooperative by delivering to the 

4 secretary of state for filing articles of dissolution that set 

5 forth all of the following: 

6 l. The name of the cooperative. 

7 2. The date of its organization. 

8 3. Either of the following: 

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

10 issued. 

11 b. That the cooperative has not commenced business. 

12 4. That no debt of the cooperative remains unpaid. 

13 5. That the net assets of the cooperative remaining after 

14 winding up have been distributed in accordance with this 

15 chapter and the articles of association of the cooperative. 

16 6. That a majority of the organizers or initial directors 

17 authorized the dissolution. 

18 Sec. 52. NEW SECTION. 501.802 DISSOLUTION BY BOARD OF 

19 DIRECTORS AND MEMBERS. 

20 1. A cooperative's board of directors may propose 

21 dissolution for submission to the members. 

22 2. For a proposal to dissolve to be adopted both of the 

23 following must apply: 

24 a. The board of directors must recommend dissolution to 

25 the members unless the board of directors determines that 

26 because of conflict of interest or other special circumstances 

27 it should make no recommendation and communicates the basis 

28 for its determination to the members. 

29 b. The members entitled to vote must approve the proposal 

30 to dissolve as provided in subsection 5. 

31 3. The board of directors may condition its submission of 

32 the proposal for dissolution on any basis. 

33 4. The cooperative shall notify each member of a meeting 

34 to consider dissolution in accordance with section 501.302. 

35 The notice must also state that the purpose, or one of the 
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1 purposes, of the meeting 1s to consider dissolving the 

2 cooperative. 

3 5. Unless the articles of association or the board of 

4 directors acting pursuant to subsection 3 require a greater 

5 vote or a vote by voting groups, the proposal to dissolve must 

6 be approved by a majority of all the votes entitled to be cast 

7 on that proposal in order to be adopted. 

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

9 1. At any time after dissolution is authorized, the 

lO cooperative may dissolve by delivering to the secretary of 

ll state for filing a'ticles of dissolution setting forth all of 

12 the following: 

13 a. The name of the cooperative. 

14 b. The date dissolution was authorized. 

15 c. If dissolution was approved by the members, both of the 

16 following: 

17 (l) The number of votes entitled to be cast on the 

18 proposal to dissolve. 

19 (2) Either the total number of votes cast for and against 

20 dissolution or the total number of undisputed votes cast for 

21 dissolution and a statement that the number cast for 

22 dissolution was sufficient for approval. 

23 2. A cooperative is dissolved upon the effective date of 

24 its articles of dissolution. 

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

26 1. A cooperative may revoke its dissolution within one 

27 hundred twenty days of the effective date of the dissolution. 

28 2. Revocation of dissolution must be authorized in the 

29 same manner as the dissolution was authorized unless that 

30 authorization permitted revocation by action of the board of 

31 directors alone, in which event the board of directors may 

32 revoke the dissolution without member action. 

33 3. After the revocation of dissolution is authorized, the 

34 cooperative may revoke the dissolution by delivering to the 

35 secretary of state for filing articles of revocation of 
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l dissolution, together with a copy of its articles of 

2 dissolution, that set forth all of the following: 

3 a. The name of the cooperative. 

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

5 c. The date that the revocation of dissolution was 

6 authorized. 

7 d. If the cooperative's board of directors or organizers 

8 revoked the dissolution, a statement to that effect. 

9 e. If the cooperative's board of directors revoked a 

10 dissolution authorized by the members, a statement that 

11 revocation was permitted by action by the board of directors 

12 alone pursuant to that authorization. 

13 f. If member action was required to revoke the 

14 dissolution, the information required by section 501.803, 

15 subsection 1, paragraph "c". 

15 4. Revocation of dissolution is effective upon the 

17 effective date of the articles of revocation of dissolution. 

18 5. When the revocation of dissolution is effective, it 

19 relates back to and takes effect as of the effective date of 

20 the dissolution as if the dissolution had never occurred. 

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

22 l. A dissolved cooperative continues its existence but 

23 shall not carry on any business except that appropriate to 

24 wind up and liquidate its business and affairs, including any 

25 of the following: 

26 a. Collecting its assets. 

27 b. Disposing of its properties that will not be 

28 distributed in kind in accordance with this chapter and the 

29 cooperative's articles of association. 

30 c. Discharging or making provision for discharging its 

31 liabilities. 

32 d. Distributing its remaining property in accordance with 

33 this chapter and the cooperative's articles of association. 

34 e. Doing every other act necessary to wind up and 

35 liquidate its business and affairs. 
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1 2. Dissolution of a cooperative does not do any of the 

2 following: 

3 

4 

a. 

b. 

Transfer title to the cooperative's property. 

Prevent transfer of its interests, although the 

5 authorization to dissolve may provide for closing the 

6 cooperative's interest transfer records. 

7 c. Subject its directors or officers to standards of 

8 conduct different from those prescribed in section 501.406. 

9 d. Change quorum or voting requirements for its board of 

10 directors or members; change provisions for selection, 

ll resignation, or rereoval of its directors or officers or both; 

12 or change provisions for amending its bylaws. 

13 e. Prevent co~~encereent of a proceeding by or against the 

14 cooperative in its name. 

15 f. Abate or suspend ~ proceeding pending by or against the 

16 cooperative on the effective date of dissolution. 

17 g. Terminate the authority of the registered agent of the 

18 cooperative. 

19 Sec. 56. NEW SECTION. 501.805A DISTRIBUTION OF ASSETS. 

20 Upon the cooperative's dissolution, the cooperative's 

21 assets shall first be used to pay expenses necessary to carry 

22 out the dissolution and liquidation of assets, then be used to 

23 pay the cooperative's obligations other than the payment of 

24 deferred patronage or interests issued as deferred patronage, 

25 and the remainder shall be paid in the manner set forth in the 

26 cooperative's articles of association. 

27 Sec. 57. NEW SECTION. 501.806 KNOWN CLAIMS AGAINST 

28 DISSOLVED COOPERATIVE. 

29 1. A dissolved cooperative may dispose of the known claims 

30 against it by following the procedure described in this 

31 section. 

32 2. The 

33 claimants 

34 effective 

35 all of the 

dissolved 

in writing 

date of the 

following: 

cooperative shall notify its known 

of the dissolution at any time after the 

dissolution. The written notice must do 
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1 a. Describe information that must be included in a claim. 

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

3 c. State the deadline, which shall not be fewer than one 

4 hundred twenty days from the effective date of the written 

5 notice, by which the dissolved cooperative must receive the 

6 claim. 

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

8 the deadline. 

9 3. 

10 either 

A claim against the dissolved cooperative 1s barred if 

of the following occur: 

ll a. A claimant who was given written notice under 

12 subsection 2 does not deliver the claim to the dissolved 

13 cooperative by the deadline. 

14 b. A claimant whose claim was rejected by the dissolved 

15 cooperative does not commence a proceeding to enforce the 

16 claim within ninety days from the effective date of the 

17 rejection notice. 

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

19 a contingent liability or a claim based on an event occurring 

20 after the effective date of dissolution. 

21 Sec. SC. NEW SECTION. 501.807 UNKNOWN CLAIMS AGAINST 

22 DISSOLVED COOPERATIVE. 

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

24 dissolution and request that persons with claims against the 

25 cooperative present them in accordance with the notice. 

26 2. The notice must meet all of the following requirements: 

27 a.. Be published one time in a newspaper of general 

28 circulation in the county where the dissolved cooperative's 

29 principal office or, if not in this state, its registered 

30 office is or was last located. 

31 b. Describe the information that must be included in a 

32 claim and provide a mailing address where the claim may be 

33 sent. 

34 c. State that a claim against the cooperative will be 

35 barred unless a proceeding to enforce the claim is commenced 
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1 within five years after the publication of the notice. 

2 3. If the dissolved cooperative publishes a newspaper 

3 notice in accordance with subsection 2, the claim of each of 

4 the following claimants is barred unless the claimant 

5 commences a proceeding to enforce the claim against the 

6 dissolved cooperative within five years after the publication 

7 date of the newspaper notice: 

8 a. A claimant who did not receive written notice under 

9 section 501.806. 

lO b. A claimant whose claim was timely sent to the dissolved 

ll cooperative but not acted on. 

12 c. A claimant whose claim is contingent or based on an 

13 event occurring after the effecti~e date of dissolution. 

14 4. A claim may be enforced under this section in either of 

15 the following ways: 

16 a. Against the dissolved cooperative, to the extent of its 

17 undistributed assets. 

18 b. If the assets have been distributed in liquidation, 

19 against an interest holder of the dissolved cooperative to the 

20 extent of the interest holder's pro rata share of the claim or 

21 the cooperative assets distributed to the interest holder in 

22 liquidation, whichever is less, but an interest holder's total 

23 liability for all claims under this section shall not exceed 

24 the total amount of assets distributed to the interest holder 

25 in liquidation. 

26 PART B 

27 ADMINISTRATIVE DISSOLUTION 

28 Sec. 59. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATIVE 

29 DISSOLUTION. 

30 The secretary oi state may commence a proceeding under 

31 section 501.812 to administratively dissolve a cooperative if 

32 any of the following apply: 

33 1. The cooperative has not delivered an annual report to 

34 the secretary of state in a form that meets the requirements 

35 of section 501.713, within sixty days after it is due, or has 
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l not paid the filing fee as determined by the secretary of 

2 state, within sixty days after it is due. 

3 2. The cooperative is without a registered agent or 

4 registered office in this state for sixty days or more. 

5 3. The cooperative does not notify the secretary of state 

6 within sixty days that its registered agent or registered 

7 office has been changed, that its registered agent has 

8 resigned, or that its registered office has been discontinued. 

9 4. The cooperative's period of duration stated in its 

10 articles of association expires. 

11 Sec. 60. NEW SECTION. 501.812 PROCEDURE FOR AND EFFECT 

12 OF ADMINISTRATIVE DISSOLUTION. 

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

14 grounds exist under section 501.811 for dissolving a 

15 cooperative, the secretary of state shall serve the 

16 cooperative with written notice of the secretary of state's 

17 determination under section 501.106. 

18 2. If the cooperative does not correct each ground for 

19 dissolution or demonstrate to the reasonable satisfaction of 

20 the secretary of state that each ground determined by the 

21 secretary of state does not exist within sixty days after 

22 service of the notice is perfected under section 501.106, the 

23 secretary of state shall administratively dissolve the 

24 cooperative by signing a certificate of dissolution that 

25 recites the ground or grounds for dissolution and its 

26 effective date. The secretary of state shall file the 

27 original of the certificate and serve a copy on the 

28 cooperative under section 501.106. 

29 3. A cooperative administratively dissolved continues its 

30 existence but shall not carry on any business except that 

31 necessary to wind up and liquidate its business and affairs 

32 under section 501.805 and notify claimants under sections 

33 501.806 and 501.807. 

34 4. The administrative dissolution of a cooperative does 

35 not terminate the authority of its registered agent. 
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l 5. The secretary of state's administrative dissolution of 

2 a cooperative pursuant to this section appoints the secretary 

3 of state the cooperative's agent for service of process in any 

4 proceeding based on a cause of action which arose during the 

5 time the cooperative was authorized to transact business in 

6 this state. Service of process on the secretary of state 

7 under this subsection is service on the cooperative. Upon 

8 receipt of process, the secretary of state shall serve a copy 

9 of the process on the cooperative as provided in section 

10 501.106. This subsection does not preclude service on the 

11 cooperative's registered agent, if any. 

12 Sec. 61. NEW SECTION. 501.813 REINSTATEMENT FOLLOWING 

13 ADMINISTRATIVE DISSOLUTION. 

14 1. A cooperative administratively dissolved under section 

15 501.812 may apply to the secretary of state for reinstatement 

16 within two years after the effective date of dissolution. The 

17 application must meet all of the following requirements: 

18 a. Recite the name of the cooperative at its date of 

19 dissolution and the effective date of its administrative 

20 dissolution. 

21 b. State that the ground or grounds for dissolution have 

22 been eliminated. 

23 c. State a name that satisfies the requirements of section 
24 501.104. 

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

27 2. a. The secretary of state shall refer the federal tax 

28 identification number contained in the application for 

29 reinstatement to the department of revenue and finance. The 

30 department of revenue and finance shall report to the 

31 secretary of state the tax status of the cooperative. If the 

32 department reports to the secretary of state that a filing 

33 delinquency or liability exists against the cooperative, the 

34 secretary of state shall not cancel the certificate of 

35 dissolution until the filing delinquency or liability is 
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l satisfied. 

2 b. If the secretary of state determines that the 

3 application contains the information required by subsection 1, 

4 and that a delinquency or liability reported pursuant to 

5 paragraph "a" has been satisfied, and that the information is 

6 correct, the secretary of state shall cancel the certificate 

7 of dissolution and prepare a certificate of reinstatement that 

8 recites the secretary of state's determination and the 

9 effective date of reinstatement, file the original of the 

10 certificate, and serve a copy on the cooperative under section 

ll 501.106. If the name of the cooperative as provided in 

12 subsection 1, paragraph "c", is different than the name in 

13 subsection 1, paragraph "a", the certificate of reinstatement 

14 shall constitute an amendment to the articles of association 

15 insofar as it pertains to the name. 

16 3. When the reinstatement is effective, it relates back to 

17 and takes effect as of the effective date of the 

18 administrative dissolution as if the administrative 

19 dissolution had never occurred. 

20 Sec. 62. NEW SECTION. 501.814 APPEAL FROM DENIAL OF 

21 REINSTATEMENT. 

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

23 application for reinstatement following adminiscrative 

24 dissolution, the secretary of state shall serve the 

25 cooperative under section 501.106 with a written notice that 

26 explains the reason or reasons for denial. 

27 2. The cooperative may appeal the denial of reinstatement 

28 to the district court within thirty days after service of the 

29 notice of denial is perfected. The cooperative appeals by 

30 petitioning the court to set aside the dissolution and 

31 attaching to the petition copies of the secretary of state's 

32 certificate of dissolution, the cooperative's application for 

33 reinstatement, and the secretary of state's notice of denial. 

34 3. The court may summarily order the secretary of state to 

35 reinstate the dissolved cooperative or may take other action 
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1 the court considers appropriate. 

2 4. The court's final decision may be appealed as in other 

3 civil proceedings. 

4 PART C 

5 JUDICIAL DISSOLUTION 

6 Sec. 63. NEW SECTION. 501.821 GROUNDS FOR JUDICIAL 

7 DISSOLUTION. 

8 The district court may dissolve a cooperative in any of the 

9 following ways: 

10 1. A proceeding by the attorney general, if it is 

11 established that either of the following apply: 

12 a. The cooper~tive obtained its article£ of association 

13 through fraud. 

l~ b. The cco~erative h~s conti~ued to exceed o~ abuse th~ 

15 authority conferred upon it by law. 

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

17 of the following conditions exist: 

18 a. The directors are deadlocked in the management of the 

19 cooperative's affairs, the members are unable to break the 

20 deadlock, and either irreparable injury to the cooperative is 

21 threatened or being suffered, or the business and affairs of 

22 the cooperative can no longer be conducted to the advantage of 

23 the interest holders generally, because of the deadlock. 

24 b. The directors or those in control of the cooperative 

25 have acted, are acting, or will act in a manner that is 

26 illegal, oppressive, or fraudulent. 

27 c. The members are deadlocked in voting power and have 

28 failed, for a period that includes at least two consecutive 

29 annual meeting dates, to elect successors to directors whose 

30 terms have expired. 

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

32 wasted. 

33 3. 

34 either 

35 a. 

A proceeding by a creditor if it is established that 

of the following apply: 

The creditor's c:aim has been reduced to judgment, the 
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l execution on the judgment returned unsatisfied, and the 

2 cooperative is insolvent. 

3 b. The cooperative has admitted in writing that the 

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

5 insolvent. 

6 4. A proceeding by the cooperative to have its voluntary 

7 dissolution continued under court supervision. 

8 Sec. 64. NEW SECTION. 501.822 PROCEDURE FOR JUDICIAL 

9 DISSOLUTION. 

10 1. Venue for a proceeding by the attorney general to 

11 dissolve a cooperative lies in Polk county district court. 

12 Venue for a proceeding brought by any other party named in 

13 section 501.821 lies in the county where a cooperative's 

14 principal office or, if not in this state, its registered 

15 office is or was last located. 

16 2. It is not necessary to make interest holders parties to 

17 a proceeding to dissolve a cooperative unless relief is sought 

18 against them individually. 

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

20 cooperative may issue injunctions, appoint a receiver or 

21 custodian pendente lite with all powers and duties the court 

22 directs, take other action required to preserve the 

23 cooperative's assets wherever located, and carry on the 

24 business of the cooperative until a full hearing can be held. 

25 Sec. 65. NEW SECTION. 501.823 RECEIVERSHIP OR 
26 CUSTODIANSHIP. 

27 1. A court in a judicial proceeding brought to dissolve a 

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

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

30 and affairs of the cooperative. The court shall hold a 

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

32 interested persons designated by the court, before appointing 

33 a =eceiver or custodian. The court appointing a receiver or 
34 custodian has exclusive jurisdiction over the cooperative and 

35 all its property wherever located. 
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1 2. The court may appoint an individual or a domestic or 

2 foreign corporation authorized to transact business in this 

3 state as a receiver or custodian. The court may require the 

4 receiver or custodian to post bond, with or without sureties, 

5 in an amount the court directs. 
6 3. The court shall describe the powers and duties of the 

7 receiver or custodian in its appointing order, which may be 

8 amended from time to time. 
9 a. Among other powers, the receiver may do any of the 

10 following: 

11 (1) Dispose of all or any part of the assets of the 

at ~ public O!" 

13 authorized by the court. 

l4 ( 2 j sue and defend in the re~eiver's 0~!!'! !'ta:ne as rec~1ver 

15 of the cooperative in all courts of this state. 

b. The custodian may exercise all of the po't1ers of the . ~ 
J.O 

17 cooperative, through or in place of its board of directors or 

l8 officers, to the extent necessary to manage the affairs of the 

19 cooperative in the best interests of its interest holders and 

20 creditors. 

4. The court during a receivership may redesignate the 

22 receiver a custodian, and during a custodianship may 

23 redesignate the custodian a receiver, if doing so is in the 

24 best interests of the cooperative, its interest holders, and 

25 creditors. 

26 5. The court f•om time to time during the receivership or 

27 custodianship may order compensation paid and expense 

28 disbursements or reimbursements made to the receiver or 

29 custodian and the receiver's or custodian's counsel from the 

30 assets of the cooperative or proceeds from the sale of the 

31 assets. 

32 Sec. 66. NEW SECTION. 501.824 DECREE OF DISSOLUTION. 
33 1. If after a hearing the court determines that one or 

34 more grounds for judicial dissolution described in section 

35 501.821 exist, it may enter a decree dissolving the 
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l cooperative and specifying the effective date of the 

2 dissolution, and the clerk of the district court shall deliver 

3 a certified copy of the decree to the secretary of state, who 

4 shall file it. 

5 2. After entering the decree of dissolution, the court 

6 shall direct the winding up and liquidation of the 

7 cooperative's business and affairs in accordance with section 

8 501.805 and the notification of claimants in accordance with 

9 sections 501.806 and 501.807. 

10 PART D 

11 STATE TREASURER 

12 Sec. 67. NEW SECTION. 501.831 DEPOSIT WITH STATE 

13 TREASURER. 

14 Assets of 

15 transferred 

16 cooperative 

a dissolved cooperative that should be 

to a creditor, claimant, or interest holder of the 

who cannot be found or who is not competent to 

17 receive them shall be reduced to cash and deposited with the 

18 treasurer of state or other appropriate state official for 

19 safekeeping. When the creditor, claimant, or interest holder 

20 furnishes satisfactory proof of entitlement to the amount 

21 deposited, the treasurer of state or other appropriate state 

22 official shall pay the creditor, claimant, or interest holder 

23 or that person's representative the amount. 

24 Sec. 68. Sections 501.107 and 501.602, Code 1997, are 

25 repealed. Sections 501.408 and 501.604, Code Supplement 1997, 

26 are repealed. 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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EOUSE CLIP SHEET APRIL 3, 1998 

SENATE FILE 2404 .~a 
w-8887 

·· 1 Amend Senate File 2404, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. Page 42, by inserting after line 26 the 
4 following: 

Page 21 

5 "Sec. EFFECTIVE DATE. This Act, being deemed 
6 of immediate importance, takes effect upon enactment." 
7 2. Title page, line 1, by inserting after the 
8 figure ''501" the following: "and providing an 
9 effective date". 

H-8387 FI~EO APRIL 2, 1998 

By VANDE HOEF of Osceola 
BRUNKHORST of Bremer 
MEYER of Sac 
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1 Section 1. Section 501.101, subsection 1, Code 1997, is 

2 amended to read as follows: 

3 l. "Articles" means the cooperative's articles of 

4 ~ncer~orat±on association. 
5 Sec. 2. Section 501.101, subsection 2, paragraph b, Code 
6 1997, is amended to read as follows: 
7 b. An-±nd±~±dttai-or-generai-~artner~h±~-that A person who 
8 owns at least one hundred fifty acres of agricultural land and 

9 receives as rent a share of the crops or the animals raised on 

10 the land if tho~e-ere~s-or-an±mais-are-a-s±gn±ficant-com~nent 
11 of-the-eoe~erat±YeLs-btt~iness-e~erat±ons that person is a 

12 natural person or a general partnership as organized under 

13 chapter 486 in which all persons are natural persons. 
14 Sec. 3. Section 501.101, subsection 4, Code 1997, is 
15 amended to read as follows: 
16 4. "Cooperative" means a cooperative cor~ration 
17 association organized under this chapter or converted to this 
18 chapter pursuant to section 501.601. 

19 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.l. 

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. 11Sharehoider 11 "Interest holder" means a person who owns 
30 stock an interest in a cooperative, whether or not that stock 

31 interest has voting rights. 

32 9. "Voting ~tock interest" means stock an interest in a 
33 cooperative that has voting rights. 
34 Sec. 6. Section 501.102, subsection 2, Code 1997, is 
35 amended to read as follows: 
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1 2. Unless its articles provide otherwise, a cooperative 
2 has perpetual duration and succession in its eo~po~ate 
3 cooperative name and has the same powers as an individual to 

4 do all things necessary or convenient to carry out its 

5 business and affairs, including, w~tho~t-i~mitatioft;-a%%-of 

6 the-powers-eftttme~ated-ift-seet±ofts-496~36~-aftd-496~363 but not 
7 limited to, all of the following: 
8 a. Sue and be sued, complain, and defend in its name. 
9 b. Have a seal, which may be altered at will, and use it, 

10 or a facsimile of it, by impressing or affixing it or in any 
11 other manner reproducing it. 

12 c. Make and amend bylaws, not inconsistent with its 
13 articles of association or with the laws of this state, for 

14 managing the business and regulating the affairs of the 
15 cooperative. 

16 d. Purchase, receive, lease, or otherwise acquire, and 
17 own, hold, improve, use, and otherwise deal with, real or 
18 personal property, or any legal or equitable interest in 

19 property, wherever located. 
20 e. Sell, convey, mortgage, pledge, lease, exchange, and 
21 otherwise dispose of all or any part of its property. 
22 f. Purchase, receive, subscribe for, or otherwise acquire, 
23 own, hold, vote, use, sell, mortgage, lend, pledge, or 
24 otherwise dispose of, and deal in and with shares or other 
25 interests in, or obligations of, any other entity. 
26 g. Make contracts and guarantees, incur liabilities, 
27 borrow money, issue its notes, bonds, and other obligations, 
28 which may be convertible into or include the option to 
29 purchase other interests of the cooperative, and secure any of 
30 its obligations by mortgage or pledge of any of its property, 
31 franchises, or income. 

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

33 and hold real and personal property as security for repayment. 

34 ~i~.--~B~e~a~p~r~o~m~o~te~r~,~p~a~r~t~n~e~r~,~m~e=m~b~e~r~,~a~s~s~o~c~i~a~t~e~,~o~r~ma~~n~a~g~e~r 
35 of any partnership, joint venture, trust, or other entity. 
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1 ...~lc.:·_.;:C:..:o::.:nc:.:d::.;U::.;C:::.t:::......::.i..=t.::s~b~u:..::s~i:..:.n:..:e:..:s::.:s=-,~l::.o:::.c:::.a=t-=e.....:::o:.::fc.:fc.:i:..:.c:..:e:.::s::J,'--'a::;n:..:.d=-e=x=e=-r-=cc:i:.::s:..:.e:........:t:..:.h=e 
2 powers granted by this chapter within or without this state. 

3 ~k:..:.._c.:E~l~e~c=-t~d~i~r=e-=c~t-=o-=r-=s~a~n~d~a~p~p~o~in~t__,o-=f-=fc.:i-=c:..:.e~r-=s::J,~e~m~p~l~o~y~e-=e-=s~,~a:..:.n~d 

4 agents of the cooperative, define their duties, fix their 

5 compensation, and lend them money and credit. 
6 1. Pay pensions and establish pension plans, pension 
7 trusts, profit sharing plans, share bonus plans, share option 
8 plans, and benefit or incentive plans for any or all of its 

9 current or former directors, officers, employees, and agents. 
10 m. Make donations for the public welfare or for 

11 charitable, scientific, or educational purposes. 
12 n. Transact any lawful business that will aid governmental 

13 policy. 
14 o. Make payments or donations, or do any other act, not 
15 inconsistent with law, that furthers the business and affairs 

16 of the cooperative. 
17 Sec. 7. Section 501.103, subsections 1, 2, and 5, Code 
18 Supplement 1997, are amended to read as follows: 
19 1. Notwithstanding section 9H.4, any person or entity, 
20 subject to the limitations set forth in section 501.305, and 
21 subject to the cooperative's articles and bylaws, is permitted 
22 to own ~toek interests, including voting ~toek interests, in a 
23 cooperative. 
24 2. Notwithstanding section 9H,4, a cooperative may, 
25 directly or indirectly, acquire or otherwise obtain or lease 
26 agricultural land in this state, for as long as the 
27 cooperative continues to meet the following requirements: 
28 a. Farming entities own sixty percent of the stoek 
29 interests and are eligible to cast sixty percent of the votes 
30 at member meetings. 
31 b. Authorized persons own at least seventy-five percent of 
32 the ~toek interests and are eligible to cast at least seventy-
33 five percent of the votes at member meetings. 
34 c. The cooperative does not, either directly or 
35 indirectly, acquire or otherwise obtain or lease agricultural 
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1 land;-i£-the-teta%-a~~ieu%ttt~a%-%a~d-e%ther-d%reetiy-or 

2 %~direet%y-owned-e~-ieased-by-the-eoe~erat%ve-wouid-then 

3 exeeed-six-httnd~ed-forty in this state in excess of one 

4 thousand five hundred acres. 

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

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

7 bankruptcy, or pursuant to a security interest, the 

8 cooperative may disregard the transfer for purposes of 

9 determining compliance with subsection 2 for a period of two 

10 years after the transfer. 

11 Sec. 8. Section 501.105, subsection 2, Code 1997, is 

12 amended to read as follows: 

13 2. Articles must be signed by all of the %neor~~ators 

14 organizers; and all other documents filed with the secretary 

15 of state must be signed by one of the cooperative's officers. 

16 The printed name and capacity of each signatory must appear in 

17 proximity to the signatory's signature. The secretary of 

18 state may accept a document containing a copy of the 

19 signature. A document is not required to contain a eor~orate 

20 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 eor~oration 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 

31 secretary of state for filing the signed original statement of 

32 resignation. The statement may include a statement that the 

33 registered office is also discontinued. The registered agent 

34 shall send a copy of the statement of resignation by certified 

35 mail to the cooperative at its principal office and to the 
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l registered office, if not discontinued. 
2 shall certify to the secretary of state 
3 been sent to the cooperative, including 
4 were sent. 

The registered agent 
that the copies have 

the date the copies 

5 b. The agency appointment is terminated, and the 
6 registered office discontinued if so provided, on the date on 
7 which the statement was filed. 
8 NEW SUBSECTION. 6. a. A cooperative's registered agent 
9 is the cooperative's agent for service of process, notice, or 

10 demand required or permitted by law to be served on the 
11 cooperative. 

12 b. If a cooperative has no registered agent, or the agent 
13 cannot with reasonable diligence be served, the cooperative 

14 may be served by registered or certified mail, return receipt 
15 requested, addressed to the secretary of the cooperative at 

16 its principal office. Service is perfected under this 
17 paragraph at the earliest of any of the following: 
18 (1) The date that the cooperative receives the mail. 
19 (2) The date shown on the return receipt, if signed on 
20 behalf of the cooperative. 

21 (3) Five days after its deposit in the United States mail, 
22 as evidenced by the postmark, if mailed postpaid and correctly 
23 addressed. 

24 c. A cooperative may be served pursuant to this section or 
25 as provided in other provisions of this chapter, unless the 
26 manner of service is otherwise specifically provided for by 
27 statute. 
28 Sec. 11. Section 501.202, subsection 1, paragraph a, Code 
29 1997, is amended to read as follows: 
30 a. The name, address, and occupation of each %fteo~poraeor 
31 organizer. 

32 Sec. 12. Section 501.202, subsection 2, paragraph d, Code 

33 1997, is amended to read as follows: 
34 d. The classes of ~eoek interests and the authorized 
35 number of share~ interests of each class. 
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1 Sec. 13. Section 501.306, Code 1997, is amended to read as 
2 follows: 
3 501.306 NUMBER OF VOTES. 
4 A person who is a member or-sharehoider shall not own more 

5 than one membership or-shere-of-¥oe~~g-seoek. The person 

6 shall be entitled to cast not more than one vote regarding any 
7 matter in which a vote is conducted, including any matter 

8 subject to a vote during a cooperative meeting. 
9 Sec. 14. Section 501.403, subsection 2, paragraph e, Code 

10 1997, is amended to read as follows: 
11 e. Action required or permitted by this chapter to be 
12 taken at a board meeting may be taken without a meeting if the 

13 action is taken by all members of the board. The action must 
14 be evidenced by one or more written consents describing the 

15 action taken, signed by each director, and included in the 
16 minutes or filed with the eorporeee cooperative's records 

17 reflecting the action taken. Action taken under this section 
18 is effective when the last director signs the consent, unless 
19 the consent specifies a different effective date. A consent 
20 signed under this section has the effect of a meeting vote and 
21 may be described as such in any document. 
22 Sec. 15. Section 501.403, subsection 3, Code 1997, is 
23 amended to read as follows: 
24 3. A director may waive any notice required by this 
25 chapter, the articles, or the bylaws before or after the date 
26 and time stated in the notice. The waiver must be in writing, 
27 signed by the director entitled to the notice, and filed with 
28 the minutes or eorporaee records of the cooperative. A 
29 director's attendance at or participation in a meeting waives 
30 any required notice to that director of the meeting unless the 
31 director at the beginning of the meeting or promptly upon the 
32 director's arrival objects to holding the meeting or 
33 transacting business at the meeting and does not thereafter 

34 vote for or assent to action taken at the meeting. 
35 Sec. 16. Section 501.404, subsection 1, paragraph b, Code 
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l Supplement 1997, is amended to read as follows: 
2 b. The material facts of the transaction and the 
3 director's interest were disclosed or known to the 
4 ~ha~eho!de~~ members entitled to vote and they authorized, 

5 approved, or ratified the transaction. For purposes of this 

6 paragraph, a conflict of interest transaction is authorized, 

7 approved, or ratified if it receives a majority of the votes 
8 entitled to be counted under this paragraph. She~e~ Voting 
9 interests owned by or voted under the control of a director 

10 who has a direct or indirect interest in the transaction, and 
11 ~heres voting interests owned by or voted under the control of 
12 an entity described in subsection 2, paragraph "a", shall not 

13 be counted in a vote of members to determine whether to 
14 authorize, approve, or ratify a conflict of interest 

15 transaction under this paragraph. The vote of those shares 

16 voting interests, however, is counted in determining whether 
17 the transaction is approved under other sections of this 
18 chapter. A majority of the votes, whether or not the 
19 sherehorders members are present, that are entitled to be 
20 counted in a vote on the transaction under this paragraph 
21 constitutes a quorum for the purpose of taking action under 
22 this paragraph. 
23 Sec. 17. Section 501.407, unnumbered paragraph 1, Code 
24 1997, is amended to read as follows: 
25 The articles may contain a provision eliminating or 
26 limiting the personal liability of a director, officer, or 
27 sherehorder interest holder of the cooperative for monetary 
28 damages for breach of a fiduciary duty as a director, officer, 
29 or sharehorde~ interest holder, provided that the provision 
30 does not eliminate or limit liability for any of the 
31 following: 
32 Sec. 18. section 501,407, subsections 1 and 3, Code 1997, 

33 are amended to read as follows: 
34 1. A breach of the duty of loyalty to the cooperative or 
35 its sherehorders interest holders. 
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l 3. A transaction from which the director, officer, or 
2 shareholder interest holder derives an improper personal 
3 benefit. 
4 PART B 

5 INDEMNIFICATION 

6 Sec. 19. NEW SECTION. 501.411 DEFINITIONS. 

7 As used in this part, unless the context otherwise 
8 requires: 

9 l. "Cooperative" includes any domestic or foreign 
10 predecessor entity of a cooperative in a merger or other 
11 transaction in which the predecessor's existence ceased upon 
12 consummation of the transaction. 
13 2. "Director" means an individual who is or was a director 
14 of a cooperative or an individual who, while a director of a 
15 cooperative, is or was serving at the cooperative's request as 
16 a director, officer, partner, trustee, employee, or agent of 
17 another foreign or domestic cooperative, partnership, joint 
18 venture, trust, employee benefit plan, or other enterprise. A 
19 director is considered to be serving an employee benefit plan 
20 at the cooperative's request if the director's duties to the 
21 cooperative also impose duties on, or otherwise involve 
22 services by, that director to the plan or to participants in 
23 or beneficiaries of the plan. "Director" includes, unless the 
24 context requires otherwise, the estate or personal 
25 representative of a director. 
26 3. "Expenses" include counsel fees. 
27 4. "Liability" means the obligation to pay a judgment, 
28 settlement, penalty, fine, including an excise tax assessed 
29 with respect to an employee benefit plan, or reasonable 
30 expenses incurred with respect to a proceeding. 
31 5. "Official capacity" means: 
32 a. When used with respect to a director, the office of 
33 director in a cooperative • 
34 b. When used with respect to an individual other than a 
35 director, as contemplated in section 501.417, the office in a 
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1 cooperative held by the officer or the employment or agency 
2 relationship undertaken by the employee or agent on behalf of 

3 the cooperative. 
4 "Official capacity" does not include service for any other 

5 foreign or domestic cooperative or any partnership, joint 

6 venture, trust, employee benefit plan, or other enterprise. 

7 6. "Party" includes an individual who was, is, or is 

8 threatened to be made a named defendant or respondent in a 
9 proceeding. 

10 7. "Proceeding" means any threatened, pending, or 
11 completed action, suit, or proceeding, whether civil, 
12 criminal, administrative, or investigative and whether formal 

13 or informal. 

14 Sec. 20. NEW SECTION. 501.412 AUTHORITY TO INDEMNIFY. 

15 1. Except as provided in subsection 4, a cooperative may 
16 indemnify an individual made a party to a proceeding because 

17 the individual is or was a director against liability incurred 

18 in the proceeding if all of the following apply: 
19 a. The individual acted in good faith. 
20 b. The individual reasonably believed either of the 
21 following: 

22 (1} In the case of conduct in the individual's official 
23 capacity with the cooperative, that the individual's conduct 

24 was in the cooperative's best interests. 

25 (2) In all other cases, that the individual's conduct was 
26 at least not opposed to the cooperative's best interests. 

27 c. In the case of any criminal proceeding, the individual 

28 had no reasonable cause to believe the individual's conduct 
29 was unlawful. 

30 2. A director's conduct with respect to an employee 

31 benefit plan for a purpose the director reasonably believed to 
32 be in the interests of the participants in and beneficiaries 

33 of the plan is conduct that satisfies the requirement of 
34 subsection 1, paragraph "b", subparagraph (2). 

35 3. The termination of a proceeding by judgment, order, 
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1 settlement, conviction, or upon a plea of nolo contendere or 
2 its equivalent is not, of itself, determinative that the 
3 director did not meet the standard of conduct described in 
4 this section. 
5 4. A cooperative shall not indemnify a director under this 
6 section in either of the following circumstances: 
7 a. In connection with a proceeding by or in the right of 
8 the cooperative in which the director was adjudged liable to 
9 the cooperative. 

10 b. In connection with any other proceeding charging 
11 improper personal benefit to the director, whether or not 
12 involving action in the director's official capacity, in which 
13 the director was adjudged liable on the basis that personal 
14 benefit was improperly received by the director. 
15 5. Indemnification permitted under this section in 
16 connection with a proceeding by or in the right of the 
17 cooperative is limited to reasonable expenses incurred in 
18 connection with the proceeding. 
19 Sec. 21. NEW SECTION. 501.413 MANDATORY INDEMNIFICATION. 

20 Unless limited by its articles of association, a 
21 cooperative shall indemnify a director who was wholly 
22 successful, on the merits or otherwise, in the defense of any 
23 proceeding to which the director was a party because the 
24 director is or was a director of the cooperative against 
25 reasonable expenses incurred by the director in connection 
26 with the proceeding. 
27 Sec. 22. NEW SECTION. 501.414 ADVANCE FOR EXPENSES. 

28 1. A cooperative may pay for or reimburse the reasonable 
29 expenses incurred by a director who is a party to a proceeding 
30 in advance of final disposition of the proceeding if any of 
31 the following apply: 
32 a. The director furnishes the cooperative a written 
33 affirmation of the director's good faith belief that the 
34 director has met the standard of conduct described in section 
35 501.412. 
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1 b. The director furnishes the cooperative a written 

2 undertaking, executed personally or on the director's behalf, 

3 to repay the advance if it is ultimately determined that the 

4 director did not meet the standard of conduct described in 

5 section 501.412. 
6 c. A determination is made pursuant to section 501.416 

7 that the facts then known to those making the determination 

8 would not preclude indemnification under this part. 

9 2. The undertaking required by subsection 1, paragraph 

10 "b", must be an unlimited general obligation of the director 

11 but need not be secured and may be accepted without reference 

12 to financial ability to make repayment. 

13 3. Determinations and authorizations 

14 this section shall be made in the manner 

15 501.416. 

of payments under 

specified in section 

16 Sec. 23. NEW SECTION. 501.415 COURT-ORDERED 

17 INDEMNIFICATION. 

18 Unless a cooperative's articles of association provide 

19 otherwise, a director of the cooperative who is a party to a 

20 proceeding may apply for indemnification to the court 

21 conducting the proceeding or to another court of competent 

22 jurisdiction. On receipt of an application, the court after 

23 giving any notice the court considers necessary may order 

24 indemnification if it determines either of the following: 

25 1. The director is entitled to mandatory indemnification 

26 under section 501.413, in which case the court shall also 

27 order the cooperative to pay the director's reasonable 

28 expenses incurred to obtain court-ordered indemnification. 

29 2. The director is fairly and reasonably entitled to 

30 indemnification in view of all the relevant circumstances, 

31 whether or not the director met the standard of conduct set 

32 forth in section 501.412 or was adjudged liable as described 

33 in section 501.412, subsection 4, but if the director was 

34 adjudged so liable the director's indemnification is limited 

35 to reasonable expenses incurred. 
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1 Sec. 24. NEW SECTION. 501.416 DETERMINATION AND 
2 AUTHORIZATION OF INDEMNIFICATION. 
3 1. A cooperative shall not indemnify a director under 
4 section 501.412 unless authorized in the specific case after a 
5 determination has been made that indemnification of the 
6 director is permissible in the circumstances because the 
7 director has met the standard of conduct set forth in section 
8 501.412. 
9 2. The determination shall be made by any of the 

10 following: 
11 a. By the board of directors by majority vote of a quorum 
12 consisting of directors not at the time parties to the 
13 proceeding. 
14 b. If a quorum cannot be obtained under paragraph "a", by 
15 majority vote of a committee duly designated by the board of 
16 directors, in which designation directors who are parties may 
17 participate, consisting solely of two or more directors not at 
18 the time parties to the proceeding. 
19 c. By special legal counsel. 
20 (1) The special legal counsel shall be selected by the 
21 board of directors or its committee in the manner prescribed 
22 in paragraph "a" or "b". 
23 (2) If a quorum of the board of directors cannot be 
24 obtained under paragraph "a" and a committee cannot be 
25 designated under paragraph "b", the special legal counsel 
26 shall be selected by majority vote of the full board of 
27 directors, in which selection directors who are parties may 
28 participate. 
29 d. By the members, but voting interests owned by or voted 
30 under the control of directors who are at the time parties to 
31 the proceeding shall not be voted on the determination. 
32 3. Authorization of indemnification and evaluation as to 
33 reasonableness of expenses shall be made in the same manner as 
34 the determination that indemnification is permissible, except 
35 that if the determination is made by special legal counsel, 
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l authorization of indemnification and evaluation as to 

2 reasonableness of expenses shall be made by those entitled 

3 under subsection 2, paragraph "c", to select counsel. 

4 Sec. 25. NEW SECTION. 501.417 INDEMNIFICATION OF 

5 OFFICERS, EMPLOYEES, AND AGENTS. 

6 Unless a cooperative's articles of association provide 

7 otherwise, all of the following apply: 

8 1. An officer of the cooperative who is not a director is 

9 entitled to mandatory indemnification under section 501.413, 

10 and is entitled to apply for court-ordered indemnification 

11 under section 501.415, ~n each case to the same extent as a 
12 director. 

13 2. The cooperative may indemnify and advance expenses 

14 under this part to an officer, employee, or agent of the 

15 cooperative who is not a director to the same extent as to a 
16 director. 

17 3. A cooperative may also indemnify and advance expenses 

18 to an officer, employee, or agent who is not a director to the 

19 extent permitted by law and provided by its articles of 

20 association, bylaws, general or specific action of its board 

21 of directors, or contract. 

22 Sec. 26. NEW SECTION. 501.418 INSURANCE. 

23 A cooperative may purchase and maintain insurance on behalf 

24 of an individual who is or was a director, officer, employee, 

25 or agent of the cooperative, or who, while a director, 

26 officer, employee, or agent of the cooperative, is or was 

27 serving at the request of the cooperative as a director, 

28 officer, partner, trustee, employee, or agent of another 

29 foreign or domestic cooperative, partnership, joint venture, 

30 trust, employee benefit plan, or other enterprise, against 

31 liability asserted against or incurred by that individual in 

32 that capacity or arising from the individual's status as a 

33 director, officer, employee, or agent, whether or not the 

34 cooperative would have power to indemnify that individual 

35 against the same liability under section 501.412 or 501.413. 
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1 Sec. 27. NEW SECTION. 501.419 APPLICATION OF THIS PART. 

2 Except as limited in section 501.412, subsection 4, 

3 paragraph "a", and subsection 5 with respect to proceedings by 

4 or in the right of the cooperative, the indemnification and 
5 advancement of expenses provided by, or granted pursuant to, 
6 sections 501.411 through 501.418 are not exclusive of any 
7 other rights to which persons seeking indemnification or 
8 advancement of expenses are entitled under a provision in the 
9 articles of association or bylaws, agreements, vote of the 

10 members or disinterested directors, or otherwise, both as to 
11 action in a person's official capacity and as to action in 
12 another capacity while holding the office. However, such 
13 provisions, agreements, votes, or other actions shall not 
14 provide indemnification for a breach of a director's duty of 
15 loyalty to the cooperative or its interest holders, for acts 
16 or omissions not in good faith or which involve intentional 
17 misconduct or knowing violation of the law, for a transaction 
18 from which the person seeking indemnification derives an 
19 improper personal benefit, or for liability under section 
20 501.407. 

21 Sec. 28. Section 501.501, Code Supplement 1997, is amended 
22 to read as follows: 
23 501.501 ISSUANCE AND TRANSFER OF S~e€K INTERESTS. 

24 1. A cooperative may issue the number of ~hare~ interests 
25 of each class authorized by its articles. 
26 issue fractional ~hare~ interests. S~oe~ 

A cooperative may 
Interests may be 

27 represented by certificates or by entry on the cooperative's 
28 ~~oek interest record books. 
29 2. A member shall not sell or otherwise transfer voting 
30 ~~oe~ interests to any person. A member may be restricted or 
31 limited from selling or otherwise transferring any other class 
32 of ~~oe~ interests of the cooperative as provided by the 
33 cooperative's articles of ifteorpora~ion association or bylaws 
34 or an agreement executed between the cooperative and the 
35 member. 
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l 3. A cooperative may acquire its own s~oek interests, and 

interests so acquired constitute authorized but 

3 unissued sftares interests. 
4 

5 

6 

7 

8 

Sec. 29. 
Supplement 

a. The 
to a person 
membership. 

section 501.502, subsection 2, paragraph a, Code 

1997, is amended to read as follows: 
member has attempted to transfer s~oek any interest 

who is not a member and has not been approved for 

9 Sec. 30. Section 501.502, subsection 4, Code Supplement 

10 1997, is amended to read as follows: 
11 4. The cooperative shall redeem, without interest, the 

12 voting s~oek interest of a terminated member within one year 

13 after the termination of the membership for the fair market 
14 value of the stoek interest. If the amount originally paid by 
15 the member for the voting s~oek interest was less than ten 
16 percent of the total amount the member paid for all classes of 

17 stoek interests, the cooperative may redeem the voting s~oek 

18 interest for its issue price if the cooperative's articles of 
19 ±~eor~ora~io~ association grant the cooperative this 
20 authority. 

21 Sec. 31. 
22 paragraph 1, 

23 follows: 

Section 501.502, subsection 5, unnumbered 
Code Supplement 1997, is amended to read as 

24 The cooperative shall redeem, without interest, all of the 

25 terminated member's allocated patronage refunds and preferred 
26 stoek interests originally issued as allocated patronage 

27 refunds for the issue price as follows: 

28 Sec. 32, Section 501.503, subsections 1 and 4, Code 1997, 
29 are amended to read as follows: 

30 1. If the articles authorize the payment of divide~ds 
31 distributions on a class of stoek interests, then the 
32 directors may declare d±vide~ds a distribution pursuant to the 

33 articles. 9ivide~ds-may Distributions shall not exceed eight 
34 percent of the value of the stoek interest in each fiscal 

35 year. The members may control the amount that is allocated 
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1 under this subsection. 
2 4. The cooperative shall have an unconditional binding 
3 obligation to distribute to the members all remaining net 
4 savings as determined under the United States Internal Revenue 
5 Code. These net savings shall be allocated to each member in 
6 proportion to the business the member did with the cooperative 
7 during the preceding fiscal year. The net savings may be 
8 separately calculated for two or more categories of business, 
9 and allocated to the members on the basis of business done 

10 within each of these categories. Net savings shall be 
ll distributed in the form of cash or seee~ interests, or a 
12 combination of cash and seoe~ interests, as determined by the 
13 board. 
14 Sec. 33. Section 501.603, subsection 2, Code 1997, is 
15 amended to read as follows: 
16 2. A cooperative may sell, lease, exchange, or otherwise 
17 dispose of all, or substantially all, of its property, with or 
18 without the good will, on the terms and conditions and for the 
19 consideration determined by the board, which consideration may 
20 include the ~referred-seee~ interests of another cooperative, 
21 if the board recommends the proposed transaction to the 
22 members, and the members approve it by the vote of two-thirds 
23 of the votes cast on a ballot in which a majority of all votes 
24 are cast. The board may condition its submission of the 
25 proposed transaction on any basis. 
26 PART B 
27 MERGER AND CONSOLIDATION BETWEEN COOPERATIVES 
28 ORGANIZED UNDER THIS CHAPTER 
29 Sec. 34, NEW SECTION. 501.611 DEFINITIONS. 
30 When used in this part, unless the context otherwise 
31 requires: 

32 l. "Consolidation" means the uniting of two or more 
33 cooperatives organized under this chapter into one cooperative 
34 organized under this chapter, in such manner that a new 
35 cooperative is formed, and the new cooperative absorbs the 
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1 others, which cease to exist as separate entities. 
2 2. "Dissenting member" means a voting member who votes in 
3 opposition to the plan of merger or consolidation and who 
4 makes a demand for payment of the fair value under section 
5 501.615. 
6 3. "Fair value" means the cash price that would be paid by 
7 a willing buyer to a willing seller, neither being under any 
8 compulsion to buy or sell. 
9 4. "Issue price" means the amount paid for an interest in 

10 the old cooperative or the amount stated in a notice of 
11 allocation of patronage dividends. 
12 5. "Merger" means the uniting of two or more cooperatives 
13 organized under this chapter into one cooperative organized 
14 under this chapter, in such manner that one of the merging 
15 associations continues to exist and absorbs the others, which 
16 cease to exist as entities. "Merger" does not include the 
17 acquisition, by purchase or otherwise, of the assets of one 
18 cooperative by another, unless the acquisition only becomes 
19 effective by the filing of articles of merger by the 
20 cooperatives and the issuance of a certificate of merger 
21 pursuant to sections 501.617 and 501.618. 
22 6. "New cooperative" is the cooperative resulting from the 
23 consolidation of two or more cooperatives organized under this 
24 chapter. 
25 7. "Old cooperative" means the cooperative in which the 
26 member owns or owned a membership prior to merger or 
27 consolidation. 

28 8. "Surviving cooperative" is the cooperative resulting 
29 from the merger of two or more cooperatives organized under 
30 this chapter. 
31 Sec. 35. NEW SECTION. 501.612 MERGER. 
32 Any two or more cooperatives may merge into one cooperative 
33 in the manner provided in this section. The board of 
34 directors of each cooperative shall, by resolution adopted by 
35 a majority vote of all members of each board, approve a plan 
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l of merger which shall set forth all of the following: 
2 1. The names of the cooperatives proposing to merge and 
3 the name of the surviving cooperative. 
4 2. The terms and conditions of the proposed merger. 
5 3. A statement of any changes in the articles of 
6 association of the surviving cooperative. 
7 4. Other provisions deemed necessary or desirable. 
8 Sec. 36. NEW SECTION. 501.613 CONSOLIDATION. 

9 Any two or more cooperatives may be consolidated into a new 
10 cooperative as provided in this section. The board of 
11 directors of each cooperative shall, by resolution adopted by 
12 a majority vote of all members of each board, approve a plan 
13 of consolidation setting forth: 
14 1. The names of the cooperatives proposing to consolidate 
15 and the name of the new cooperative. 
16 2. The terms and conditions of the proposed consolidation. 
17 3. With respect to the new cooperative, all of the 
18 statements required to be set forth in articles of association 
19 for cooperatives. 
20 4. Other provisions deemed necessary or desirable. 
21 Sec. 37. NEW SECTION. 501.614 VOTE OF MEMBERS. 

22 l. The board of directors of a cooperative, upon approving 
23 a plan of merger or consolidation, shall, by motion or 
24 resolution, direct that the plan be submitted to a vote at a 

25 meeting of members, which may be either an annual or special 
26 meeting. Written notice shall be given not less than twenty 
27 days prior to the meeting, either personally or by mail, to 
28 each voting member of record. The notice shall state the 
29 time, place, and purpose of the meeting, and a summary of the 
30 plan of merger or consolidation shall be included in or 
31 enclosed with the notice. 
32 2. At the meeting, a ballot of the members who are 
33 entitled to vote in the affairs of the association shall be 
34 taken on the proposed plan of merger or consolidation. The 
35 plan of merger or consolidation shall be approved if two-
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l thirds of the members vote affirmatively on a ballot in which 
2 a majority of all voting members participate. Voting may be 

3 by mail ballot notwithstanding any contrary provision in the 

4 articles of association or bylaws. 

5 Sec. 38. NEW SECTION. 501.615 OBJECTION OF MEMBERS 

6 PURCHASE OF INTERESTS UPON DEMAND. 

7 1. If a member of a cooperative which is a party to a 
8 merger or consolidation files with the cooperative, prior to 
9 or at the meeting of members at which the plan is submitted to 

10 a vote, a written objection to the plan of merger or 
11 consolidation, and votes in opposition to the plan, and the 

12 member, within twenty days after the merger or consolidation 
13 is approved by the other members, makes written demand on the 

14 surviving or new cooperative for payment of the fair value of 

15 that member's interest as of the day prior to the date on 
16 which the vote was taken approving the merger or 
17 consolidation, the surviving or new cooperative shall pay to 
18 the member, upon surrender of that person's certificate of 

19 membership or interests in the cooperative, the fair value of 
20 that person's interest as provided in section 501.616. A 

21 member who fails to make demand within the twenty-day period 

22 is conclusively presumed to have consented to the merger or 
23 consolidation and is bound by its terms. 

24 2. In the event that a dissenting member does business 
25 with the surviving or new cooperative before payment has been 

26 made for that person's membership, the dissenting member is 
27 deemed to have consented to the merger or consolidation and to 
28 have waived all further rights as a dissenting member. 

29 Sec. 39. NEW SECTION. 501.616 VALUE DETERMINED. 

30 1. Within twenty days after the merger or consolidation is 

31 effected, the surviving or new cooperative shall make a 
32 written offer to each dissenting member to pay a specified sum 

33 deemed by the surviving or new cooperative to be the fair 

34 value of that dissenting member's interest in the old 
35 cooperative. This offer shall be accompanied by a balance 
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1 sheet of the old cooperative as of the latest available date, 
2 a profit and loss statement of the old cooperative for the 
3 twelve-month period ending on the date of the balance sheet, 
4 and a list of the dissenting member's interests in the old 
5 cooperative. If the dissenting member does not agree that the 
6 sum stated in the notice represents the fair value of the 
7 member's interest, then the member may file a written 
8 objection with the surviving or new cooperative within twenty 
9 days after receiving the notice. A dissenting member who 

10 fails to file the objection within the twenty-day period is 
11 conclusively presumed to have consented to the fair value 
12 stated in the notice. 
13 2. If the surviving or new cooperative receives any 
14 objections to fair values, then within ninety days after the 
15 merger or consolidation is effected, the surviving or new 
16 cooperative shall file a petition in district court asking for 
17 a finding and determination of the fair value of each type of 
18 equity. The action shall be tried as an equitable action. 
19 3. The fair value of a dissenting member's interest in the 
20 old cooperative shall be determined as of the day preceding 
21 the merger or consolidation by taking the lesser of either the 
22 issue price of the dissenting member's membership, deferred 
23 patronage dividends, and any other interests in the 
24 cooperative, or the amount determined by subtracting the old 
25 cooperative's debts from the fair market value of the old 
26 cooperative's assets, dividing the remainder by the total 
27 issue price of all memberships, deferred patronage dividends 
28 and all other interests, and then multiplying the quotient 
29 from this division by the total issue price of a dissenting 
30 member's membership, deferred patronage, and other interests. 
31 4. The surviving or new cooperative shall pay to each 
32 dissenting member in cash within sixty days after the merger 
33 or consolidation the amount paid in cash by the dissenting 
34 member for that member's interest in the old cooperative. The 
35 surviving or new cooperative shall pay the remainder of each 
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1 dissenting member's fair value in ten annual equal payments. 

2 The final payment must be made not later than fifteen years 
3 after the merger or consolidation. The value of the deferred 

4 patronage dividends or interests issued to evidence deferred 

5 patronage dividends shall be considered a liability of the 

6 surviving or new cooperative as reflected in the accounts of 
7 the surviving or new cooperative until the value of the 
8 patronage dividends or interests issued to evidence deferred 
9 patronage dividends is paid in full to the dissenting member. 

10 Sec. 40. NEW SECTION. 501.617 ARTICLES OF MERGER OR 
11 CONSOLIDATION. 

12 Upon approval, articles of merger or articles of 
13 consolidation shall be executed by each cooperative as 

14 provided in section 501.105. The articles must include the 
15 following: 

16 1. The plan of merger or the plan of consolidation. 
17 2. As to each cooperative, the number of individuals or 
18 cooperatives entitled to vote. 

19 3. As to each cooperative, the number of individuals or 
20 cooperatives who voted for and against the plan at the meeting 
21 called for that purpose. 
22 The articles 
23 be delivered to 

of merger or articles of consolidation 

the secretary of state for filing. 
shall 

24 The secretary of state, upon the filing of articles of 

25 merger or articles of consolidation, shall issue a certificate 
26 of merger or a certificate of consolidation and send the 
27 certificate to the surviving or new cooperative, or to its 
28 representative. 

29 Sec. 41. NEW SECTION. 501.618 WHEN EFFECTIVE -- EFFECT. 

30 A merger or consolidation shall become effective upon the 

31 date that the certificate of merger or the certificate of 
32 consolidation is issued by the secretary of state, or the 

33 effective date specified in the articles of merger or articles 
34 of consolidation, whichever is later. 

35 When a merger or consolidation has become effective: 
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1 1. The several cooperatives which are parties to the plan 
2 of merger or consolidation shall be a single cooperative, 
3 which, in the case of a merger, shall be that cooperative 
4 designated in the plan of merger as the surviving cooperative, 
5 and, in the case of consolidation, shall be that cooperative 
6 designated in the plan of consolidation as the new 
7 cooperative. 
8 2. The separate existence of all cooperatives which are 
9 parties to the plan of merger or consolidation, except the 

10 surviving or new cooperative, shall cease. 
11 3. The surviving or new cooperative shall have all the 
12 rights, privileges, immunities, and powers and shall be 
13 subject to all the duties and liabilities of a cooperative 
14 organized under this chapter. 
15 4. The surviving or new cooperative shall possess all the 
16 rights, privileges, immunities, and franchises, public as well 
17 as private, of each of the merging or consolidating 
18 cooperatives. 
19 5. All property, real, personal, and mixed, and all debts 
20 due on whatever account, including all choses in action, and 
21 all and every other interest, of or belonging to or due to 
22 each of the cooperatives merged or consolidated, shall be 
23 transferred to and vested in the surviving or new cooperative 
24 without further act or deed. The title to any real estate, or 
25 any interest in real estate vested in any of the cooperatives 
26 merged or consolidated, shall not revert or be in any way 
27 impaired by reason of the merger or consolidation. 
28 6. A surviving or new cooperative shall be responsible and 
29 liable for all obligations and liabilities of each of the 
30 cooperatives merged or consolidated. 
31 7. Any claim existing or action or proceeding pending by 
32 or against any of the cooperatives merged or consolidated may 
33 be prosecuted as if the merger or consolidation had not taken 
34 place, or the surviving or new cooperative may be substituted 
35 for the merged or consolidated cooperative, Neither the 
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1 rights of creditors nor any liens upon the property of any 

2 cooperative shall be impaired by a merger or consolidation. 
3 8. In the case of a merger, the articles of association of 

4 the surviving cooperative shall be deemed to be amended to the 

5 extent that changes in its articles of association are stated 

6 in the plan of merger. In the case of a consolidation, the 

7 statements set forth in the articles of consolidation which 
8 are required or permitted to be set forth in the articles of 
9 association of a cooperative shall be deemed to be the 

10 original articles of association of the new cooperative. 

11 9. The aggregate amount of the net assets of the merging 
12 or consolidating cooperative which was available for the 

13 payment of distributions immediately prior to the merger or 
14 consolidation, to the extent that the amount is not 

15 transferred to stated capital by the issuance of interests or 

16 otherwise, shall continue to be available for the payment of 
17 dividends by the surviving or new cooperative. 
18 Sec. 42. NEW SECTION. 501.619 ABANDONMENT BEFORE FILING. 
19 At any time prior to the filing of the articles of merger 
20 or consolidation, the merger or consolidation may be abandoned 
21 pursuant to provisions set forth in the plan of merger or 

22 consolidation. 
23 
24 

25 

SUBCHAPTER VII 

RECORDS AND REPORTS 

PART A 
26 RECORDS 

27 Sec. 43. NEW SECTION. 501.701 RECORDS. 
28 1. A cooperative shall keep as permanent records minutes 
29 of all meetings of its members and board of directors, a 

30 record of all actions taken by the members or board of 

31 directors without a meeting, and a record of all actions taken 
32 by a committee of the board of directors in place of the board 

33 of directors on behalf of the cooperative. 

34 2. A cooperative shall maintain appropriate accounting 
35 records. 
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l 3. A cooperative or its agent shall maintain a record of 
2 its interest holders in a form that permits preparation of a 
3 list of the names and addresses of all interest holders in 

4 alphabetical order by class of shares showing the number and 

5 class of interests held by each. 

6 4. A cooperative shall maintain its records in written 
7 form or in another form capable of conversion into written 

8 form within a reasonable time. 

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

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

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

15 c. Resolutions adopted by its board of directors creating 
16 one or more classes or series of interests, and fixing their 
17 relative rights, preferences, and limitations, if the 

18 interests issued pursuant to those resolutions are 

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

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

25 statements furnished for the past three years under section 
26 501.711. 

27 f. A list of the names and business addresses of its 
28 current directors and officers. 
29 g. Its most recent biennial report delivered to the 
30 secretary of state under section 501.713. 

31 Sec. 44. NEW SECTION. 501.702 INSPECTION OF RECORDS BY 

32 INTEREST HOLDERS. 

33 1. An interest holder of a cooperative is entitled to 

34 inspect and copy, during regular business hours at the 

35 cooperative's principal office, any of the records of the 
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1 cooperative described in section 501.701, subsection 5, if the 

2 interest holder gives the cooperative written notice of the 

3 interest holder's demand at least five business days before 

4 the date on which the interest holder wishes to inspect and 

5 copy. 

6 2. An interest holder of a cooperative is entitled to 

7 inspect and copy, during regular business hours at a 

8 reasonable location specified by the cooperative, any of the 

9 following records of the cooperative if the interest holder 

10 meets the requirements of subsection 3 and gives the 

11 cooperative written notice of the interest holder's demand at 

12 least five business days before the date on which the interest 

13 holder wishes to inspect and copy any of the following: 

14 a. Excerpts from minutes of any meeting of the board of 

15 directors, records of any action of a committee of the board 

16 of directors while acting in place of the board of directors 

17 on behalf of the cooperative, minutes of any meeting of the 

18 members, and records of action taken by the members or board 

19 of directors without a meeting, to the extent not subject to 
20 inspection under subsection 1 of this section. 

21 b. Accounting records of the cooperative. 

22 c. The record of interest holders. 

23 3. An interest holder may inspect and copy the records 

24 described in subsection 2 only if: 

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

26 for a proper purpose. 

27 b. The interest holder describes with reasonable 

28 particularity the interest holder's purpose and the records 

29 the interest holder desires to inspect. 

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

32 4. The right of inspection granted by this section shall 

33 not be abolished or limited by a cooperative's articles of 

34 association or bylaws. 

35 5. This section does not affect either of the following: 
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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 
~ith 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. 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 501.702 

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. If a cooperative does not within a reasonable time 
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1 allow an interest holder to inspect and copy any other 
2 records, the interest holder who complies with section 
3 501.702, subsections 2 and 3, may apply to the district court 
4 in the county where the cooperative's principal office or, if 

5 not in this state, its registered office is located for an 
6 order to permit inspection and copying of the records 

7 demanded. The court shall dispose of an application under 

8 this subsection on an expedited basis. 
9 3. If the court orders inspection and copying of the 

10 records demanded, it shall also order the cooperative to pay 
11 the interest holder's costs, including reasonable counsel 
12 fees, incurred to obtain the order unless the cooperative 

13 proves that it refused inspection in good faith because it had 
14 a reasonable basis for doubt about the right of the interest 

15 holder to inspect the records demanded. 
16 4. If the court orders inspection and copying of the 

17 records demanded, it may impose reasonable restrictions on the 

18 use or distribution of the records by the demanding interest 
19 holder. 
20 PAATB 

21 REPORTS 

22 Sec. 47. NEW SECTION. 501.711 FINANCIAL STATEMENTS FOR 

23 INTEREST HOLDERS. 

24 A cooperative shall prepare annual financial statements, 

25 which may be consolidated or combined statements of the 

26 cooperative and one or more of its subsidiaries, as 
27 appropriate, that include a balance sheet as of the end of the 

28 fiscal year and an income statement for that year. Upon 
29 written request from an interest holder, a cooperative, at its 
30 expense, shall furnish to that interest holder the financial 

31 statements requested. If the annual financial statements are 
32 reported upon by a public accountant, the report must 

33 accompany the financial statements. 
34 Sec. 48. NEW SECTION. 501.712 OTHER REPORTS TO INTEREST 

35 HOLDERS. 
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indemnifies or advances expenses to a 
501.412 through 501.415 in connection 

3 with a proceeding by or in the right of the cooperative, the 
4 cooperative shall report the indemnification or advance in 
5 writing to the members with or before the notice of the next 
6 members' meeting. 
7 2. If a cooperative issues or authorizes the issuance of 
8 interests for promissory notes or for promises to render 
9 services in the future, the cooperative shall report in 

10 writing to the members the number of interests authorized or 
11 issued, and the consideration received by the cooperative, 
12 with or before the notice of the next members' meeting. 
13 Sec. 49. NEW SECTION. 501.713 BIENNIAL REPORT FOR 

14 SECRETARY OF STATE. 

15 l. Each cooperative authorized to transact business in 
16 this state shall deliver to the secretary of state for filing 
17 a biennial report that sets forth all of the following: 
18 a. 
19 state 
20 b. 

The name of the cooperative and under the laws of what 
or country organized. 

The address of its registered office and the name of 
21 its registered agent at that office in this state, together 
22 with the consent of any new registered agent. 
23 c. The address of its principal office. 
24 d. The names and addresses of the president, secretary, 
25 treasurer, and one member of the board of directors. 
26 2. Information in the biennial report must be current as 
27 of the first day of January of the year in which the report is 
28 due. The report shall be executed on behalf of the 
29 cooperative and signed as provided in section 501.105 or by 
30 any other person authorized by the board of directors of the 
31 cooperative. 
32 3. The first biennial report shall be delivered to the 
33 secretary of state between January l and April l of the first 
34 even-numbered year following the calendar year in which a 
35 cooperative was organized. Subsequent biennial reports must 
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1 be delivered to the secretary of state between January 
2 April 1 of the following even-numbered calendar years. 
3 filing fee for the biennial report shall be determined 

4 secretary of state. Each biennial report shall contain 
5 information related to the two-year period immediately 

1 and 
A 

by the 

6 preceding the calendar year in which the report is filed. 

7 4. If a biennial report does not contain the information 

8 required by this section, the secretary of state shall 
9 promptly notify the reporting cooperative in writing and 

10 return the report to the cooperative for correction. 
11 5. The secretary of state may provide for the change of 

12 registered office or registered agent on the form prescribed 
13 by the secretary of state for the biennial report, provided 
14 that the form contains the information required in section 
15 501.106. If the secretary of state determines that a biennial 

16 report does not contain the information required by this 
17 section but otherwise meets the requirements of section 

18 501.106 for the purpose of changing the registered office or 
19 registered agent, the secretary of state shall file the 

20 statement of change of registered office or registered agent, 
21 effective as provided in section 501.105, before returning the 
22 biennial report to the cooperative as provided in this 
23 section. A statement of change of registered office or agent 
24 pursuant to this subsection shall be executed by a person 

25 authorized to execute the biennial report. 
26 DIVISION VIII 

27 

28 

29 

DISSOLUTION 

PART A 

GENERAL 

30 Sec. 50. NEW SECTION. 501.801 DISSOLUTION BY ORGANIZERS 

31 OR INITIAL DIRECTORS. 

32 A majority of the organizers or initial directors of a 
33 cooperative that has not issued interests or has not commenced 

34 business may dissolve the cooperative by delivering to the 

35 secretary of state for filing articles of dissolution that set 
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1 forth all of the following: 
2 1. The name of the cooperative. 
3 2. The date of its organization. 
4 3. Either of the following: 

5 a. That none of the cooperative's interests have been 
6 issued. 
7 b. That the cooperative has not commenced business. 
8 4. That no debt of the cooperative remains unpaid. 
9 5. That the net assets of the cooperative remaining after 

10 winding up have been distributed in accordance with this 
ll chapter and the articles of association of the cooperative. 
12 6. That a majority of the organizers or initial directors 
13 authorized the dissolution. 
14 Sec. 51. NEW SECTION. 501.802 DISSOLUTION BY BOARD OF 

15 DIRECTORS AND MEMBERS. 

16 1. A cooperative's board of directors may propose 
17 dissolution for submission to the members. 
18 2, For a proposal to dissolve to be adopted both of the 
19 following must apply: 
20 a. The board of directors must recommend dissolution to 
21 the members unless the board of directors determines that 
22 because of conflict of interest or other special circumstances 
23 it should make no recommendation and communicates the basis 
24 for its determination to the members. 
25 b. The members entitled to vote must approve the proposal 
26 to dissolve as provided in subsection 5. 
27 3. The board of directors may condition its 
28 the proposal for dissolution on any basis. 

submission of 

29 4. The cooperative shall notify each member of a meeting 
30 to consider dissolution in accordance with section 501.302. 
31 The notice must also state that the purpose, or one of the 
32 purposes, of the meeting is to consider dissolving the 
33 cooperative. 
34 5. Unless the articles of association or the board of 
35 directors acting pursuant to subsection 3 require a greater 
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l vote or a vote by voting groups, the proposal to dissolve must 

2 be approved by a majority of all the votes entitled to be cast 

3 on that proposal in order to be adopted. 
4 Sec. 52. NEW SECTION. 501.803 ARTICLES OF DISSOLUTION. 

5 1. At any time after dissolution is authorized, the 
6 cooperative may dissolve by delivering to the secretary of 
7 state for filing articles of dissolution setting forth all of 

8 the following: 
9 a. The name of the cooperative. 

10 b. The date dissolution was authorized. 
ll c. If dissolution was approved by the members, both of the 

12 following: 
13 (1) The number of votes entitled to be cast on the 

14 proposal to dissolve. 
15 (2) Either. the total number of votes cast for and against 

16 dissolution or the total number of undisputed votes cast for 
17 dissolution and a statement that the number cast for 
18 dissolution was sufficient for approval. 

19 2. A cooperative is dissolved upon the effective date of 

20 its articles of dissolution. 
21 Sec. 53. NEW SECTION. 501.804 REVOCATION OF DISSOLUTION. 

22 1. A cooperative may revoke its dissolution within one 
23 hundred twenty days of the effective date of the dissolution. 
24 2. Revocation of dissolution must be authorized in the 
25 same manner as the dissolution was authorized unless that 
26 authorization permitted revocation by action of the board of 

27 directors alone, in which event the board of directors may 

28 revoke the dissolution without member action. 
29 3. After the revocation of dissolution is authorized, the 

30 cooperative may revoke the dissolution by delivering to the 

31 secretary of state for filing articles of revocation of 
32 dissolution, together with a copy of its articles of 
33 dissolution, that set forth all of the following: 
34 a. The name of the cooperative. 
35 b. The effective date of the dissolution that was revoked. 
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1 c. The date that the revocation of dissolution was 

2 authorized. 

3 d. If the cooperative's board of directors or organizers 

4 revoked the dissolution, a statement to that effect. 

5 e. If the cooperative's board of directors revoked a 

6 dissolution authorized by the members, a statement that 

7 revocation was permitted by action by the board of directors 

8 alone pursuant to that authorization. 

9 f. If membership action was required to revoke the 

10 dissolution, the information required by section 501.803, 

ll subsection 1, paragraph "c". 

12 4. Revocation of dissolution is effective upon the 

13 effective date of the articles of revocation of dissolution. 

14 5. When the revocation of dissolution is effective, it 

15 relates back to and takes effect as of the effective date of 

16 the dissolution as if the dissolution had never occurred. 

17 Sec. 54. NEW SECTION, 501.805 EFFECT OF DISSOLUTION. 

18 1. A dissolved cooperative continues its existence but 

19 shall not carry on any business except that appropriate to 

20 wind up and liquidate its business and affairs, including any 

21 of the following: 

22 a. Collecting its assets. 

23 b. Disposing of its properties that will not be 

24 distributed in kind in accordance with this chapter and the 

25 cooperative's articles of association. 
26 c. Discharging or making provision for discharging its 

27 liabilities. 
28 d. Distributing its remaining property in accordance with 

29 this chapter and the cooperative's articles of association. 

30 e. Doing every other act necessary to wind up and 

31 liquidate its business and affairs. 

32 2. Dissolution of a cooperative does not do any of the 

33 following: 
34 a. Transfer title to the cooperative's property. 

35 b. Prevent transfer of its interests, although the 
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1 authorization to dissolve may provide for closing the 

2 cooperative's interest transfer records. 
3 c. Subject its directors or officers to standards of 

4 conduct different from those prescribed in section 501.406. 

5 d. Change quorum or votin9 requirements for its board of 
6 directors or members; change provisions for selection, 
7 resignation, or removal of its directors or officers or both; 

8 or change provisions for amending its bylaws. 
9 e. Prevent commencement of a proceeding by or against the 

10 cooperative in its name. 
11 f. Abate or suspend a proceeding pending by or against the 

12 cooperative on the effective date of dissolution. 
13 g. Terminate the authority of the registered agent of the 

14 cooperative. 
15 Sec. 55. NEW SECTION. 501.805A DISSOLUTION OF ASSETS. 
16 Upon the cooperative's dissolution, the cooperative's 

17 assets shall first be used to pay expenses necessary to carry 
18 out the dissolution and liquidation of assets, then be used to 

19 pay the cooperative's obligations other than the payment of 
20 patronage dividends or interests issued as patronage 
21 dividends, and the remainder shall be paid in the manner set 

22 forth in the cooperative's articles of association. 
23 Sec. 56. NEW SECTION. 501.806 KNOWN CLAIMS AGAINST 

24 DISSOLVED COOPERATIVE. 
25 l. A dissolved cooperative may dispose of the known claims 
26 against it by following the procedure described in this 
27 section. 

28 2. The dissolved cooperative shall notify its known 
29 claimants in writing of the dissolution at any time after the 

30 effective date of the dissolution. The written notice must do 
31 all of the following: 

32 a. Describe information that must be included in a claim. 
33 b. Provide a mailing address where a claim may be sent. 
34 c. State the deadline, which shall not be fewer than one 
35 hundred twenty days from the effective date of the written 
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1 notice, by which the dissolved cooperative must receive the 
2 claim. 

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

4 the deadline. 

5 3. A claim against the dissolved cooperative is barred if 

6 either of the following occur: 

7 a. A claimant who was given written notice under 

8 subsection 2 does not deliver the claim to the dissolved 
9 cooperative by the deadline. 

10 b. A claimant whose claim was rejected by the dissolved 

11 cooperative does not commence a proceeding to enforce the 

12 claim within ninety days from the effective date of the 

13 rejection notice. 

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

15 a contingent liability or a claim based on an event occurring 

16 after the effective date of dissolution. 

17 Sec. 57. NEW SECTION. 501.807 UNKNOWN CLAIMS AGAINST 
18 DISSOLVED COOPERATIVE. 

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

20 dissolution and request that persons with claims against the 

21 cooperative present them in accordance with the notice. 

22 2. The notice must meet all of the following requirements: 

23 a. Be published one time in a newspaper of general 

24 circulation in the county where the dissolved cooperative's 

25 principal office or, if not in this state, its registered 

26 office is or was last located. 

27 b. Describe the information that must be included in a 

28 claim and provide a mailing address where the claim may be 

29 sent. 

30 c. State that a claim against the cooperative will be 

31 barred unless a proceeding to enforce the claim is commenced 

32 within five years after the publication of the notice. 

33 3. If the dissolved cooperative publishes a newspaper 

34 notice in accordance with subsection 2, the claim of each of 

35 the following claimants is barred unless the claimant 
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1 commences a proceeding to enforce the claim against the 

2 dissolved cooperative within five years after the publication 

3 date of the newspaper notice: 
4 a. A claimant who did not receive written notice under 

5 section 501.806. 
6 b. A claimant whose claim was timely sent to the dissolved 

7 cooperative but not acted on. 
8 c. A claimant whose claim is contingent or based on an 

9 event occurring after the effective date of dissolution. 

10 4. A claim may be enforced under this section in either of 

11 the following ways: 

12 a. Against the dissolved cooperative, to the extent of its 

13 undistributed assets. 

14 b. If the assets have been distributed in liquidation, 

15 against an interest holder of the dissolved cooperative to the 

16 extent of the interest holder's pro rata share of the claim or 

17 the cooperative assets distributed to the interest holder in 

18 liquidation, whichever is less, but an interest holder's total 

19 liability for all claims under this section shall not exceed 

20 the total amount of assets distributed to the interest holder 

21 in liquidation. 

22 

23 

PART B 

ADMINISTRATIVE DISSOLUTION 

24 Sec. 58. NEW SECTION. 501.811 GROUNDS FOR ADMINISTRATIVE 

25 DISSOLUTION. 

26 The secretary of state may commence a proceeding under 

27 section 501.812 to administratively dissolve a cooperative if 

28 any of the following apply: 

29 1. The cooperative has not delivered a biennial report to 

30 the secretary of state in a form that meets the requirements 

31 of section 501.713, within sixty days after it is due, or has 

32 not paid the filing fee as determined by the secretary of 

33 state, within sixty days after it is due. 

34 2. The cooperative is without a registered agent or 

35 registered office in this state for sixty days or more. 
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l 3. The cooperative does not notify the secretary of state 
2 within sixty days that its registered agent or registered 
3 office has been changed, that its registered agent has 
4 resigned, or that its registered office has been discontinued. 

5 4. The cooperative's period of duration stated in its 
6 articles of association expires. 
7 Sec. 59. NEW SECTION. 501.812 PROCEDURE FOR AND EFFECT 

8 OF ADMINISTRATIVE DISSOLUTION. 

9 1. If the secretary of state determines that one or more 
10 grounds exist under section 501.811 for dissolving a 
11 cooperative, the secretary of state shall serve the 
12 cooperative with written notice of the secretary of state's 
13 determination under section 501.106. 

14 2. If the cooperative does not correct each ground for 
15 dissolution or demonstrate to the reasonable satisfaction of 
16 the secretary of state that each ground determined by the 
17 secretary of state does not exist within sixty days after 
18 service of the notice is perfected under section 501.106, the 
19 secretary of state shall administratively dissolve the 
20 cooperative by signing a certificate of dissolution that 
21 recites the ground or grounds for dissolution and its 
22 effective date. The secretary of state shall file the 
23 original of the certificate and serve a copy on the 
24 cooperative under section 501.106. 

25 3. A cooperative administratively dissolved continues its 
26 existence but shall not carry on any business except that 
27 necessary to wind up and liquidate its business and affairs 
28 under section 501.805 and notify claimants under sections 
29 501.806 and 501.807. 

30 4. The administrative dissolution of a cooperative does 
31 not terminate the authority of its registered agent. 
32 5. The secretary of state's administrative dissolution of 
33 a cooperative pursuant to this section appoints the secretary 
34 of state the cooperative's agent for service of process in any 
35 proceeding based on a cause of action which arose during the 
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1 time the cooperative was authorized to transact business in 
2 this state. Service of process on the secretary of state 

3 under this subsection is service on the cooperative. Upon 

4 receipt of process, the secretary of state shall serve a copy 

5 of the process on the cooperative as provided in section 

6 501.106. This subsection does not preclude service on the 
7 cooperative's registered agent, if any. 

8 Sec. 60. NEW SECTION. 501.813 REINSTATEMENT FOLLOWING 
9 ADMINISTRATIVE DISSOLUTION. 

10 1. A cooperative administratively dissolved under section 
11 501.812 may apply to the secretary of state for reinstatement 

12 within two years after the effective date of dissolution. The 

13 application must meet all of the following requirements: 

14 a. Recite the name of the cooperative at its date of 
15 dissolution and the effective date of its administrative 
16 dissolution. 

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

19 c. State a name that satisfies the requirements of section 
20 501.103. 

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

23 2. a. The secretary of state shall refer the federal tax 
24 identification number contained in the application for 

25 reinstatement to the department of revenue and finance. The 
26 department of revenue and finance shall report to the 

27 secretary of state the tax status of the cooperative. If the 
28 department reports to the secretary of state that a filing 
29 delinquency or liability exists against the cooperative, the 
30 secretary of state shall not cancel the certificate of 

31 dissolution until the filing delinquency or liability is 
32 satisfied. 

33 b. If the secretary of state determines that the 

34 application contains the information required by subsection 1, 

35 and that a delinquency or liability reported pursuant to 
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1 paragraph "a" has been satisfied, and that the information is 

2 correct, the secretary of state shall cancel the certificate 
3 of dissolution and prepare a certificate of reinstatement that 
4 recites the secretary of state's determination and the 
5 effective date of reinstatement, file the original of the 
6 certificate, and serve a copy on the cooperative under section 
7 501.106. If the name of the cooperative as provided in 
8 subsection 1, paragraph "c", is different than the name in 
9 subsection 1, paragraph "a", the certificate of reinstatement 

10 shall constitute an amendment to the articles of association 
11 insofar as it pertains to the name. 
12 3. When the reinstatement is effective, it relates back to 

13 and takes effect as of the effective date of the 

14 administrative dissolution as if the administrative 
15 dissolution had never occurred. 
16 Sec. 61. NEW SECTION. 501.814 APPEAL FROM DENIAL OF 

17 REINSTATEMENT. 

18 1. If the secretary of state denies a cooperative's 
19 application for reinstatement following administrative 
20 dissolution, the secretary of state shall serve the 
21 cooperative under section 501.106 with a written notice that 
22 explains the reason or reasons for denial. 
23 2. The cooperative may appeal the denial of reinstatement 
24 to the district court within thirty days after service of the 
25 notice of denial is perfected. The cooperative appeals by 
26 petitioning the court to set aside the dissolution and 
27 attaching to the petition copies of the secretary of state's 
28 certificate of dissolution, the cooperative's application for 
29 reinstatement, and the secretary of state's notice of denial. 
30 3. The court may summarily order the secretary of state to 
31 reinstate the dissolved cooperative or may take other action 

32 the court considers appropriate. 
33 4. The court's final decision may be appealed as in other 

34 civil proceedings. 
35 PART C 
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l JUDICIAL DISSOLUTION 

2 Sec. 62. NEW SECTION. 501.821 GROUNDS FOR JUDICIAL 

3 DISSOLUTION. 

4 The district court may dissolve a cooperative in any of the 

5 following ways: 

6 1. A proceeding by the attorney general, if it is 

7 established that either of the following apply: 

8 a. The cooperative obtained its articles of association 

9 through fraud. 

10 b. The cooperative has continued to exceed or abuse the 

ll authority conferred upon it by law. 

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

13 of the following conditions exist: 

14 a. The directors are deadlocked in the management of the 

15 cooperative's affairs, the members are unable to break the 

16 deadlock, and either irreparable injury to the cooperative is 

17 threatened or being suffered, or the business and affairs of 

18 the cooperative can no longer be conducted to the advantage of 

19 the interest holders generally, because of the deadlock. 

20 b. The directors or those in control of the cooperative 

21 have acted, are acting, or will act in a manner that is 

22 illegal, oppressive, or fraudulent. 

23 c. The members are deadlocked in voting power and have 

24 failed, for a period that includes at least two consecutive 

25 annual meeting dates, to elect successors to directors whose 

26 terms have expired. 

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

29 3. 

30 either 
A proceeding by a creditor if 

of the following apply: 
it is established that 

31 a. The creditor's claim has been reduced to judgment, the 

32 execution on the judgment returned unsatisfied, and the 

33 cooperative is insolvent. 

34 b. The cooperative has admitted in writing that the 

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

-39-

• 



S.F. H.F. 

1 insolvent. 

2 4. A proceeding by the cooperative to have its voluntary 
3 dissolution continued under court supervision. 
4 Sec. 63. NEW SECTION. 501.822 PROCEDURE FOR JUDICIAL 

5 DISSOLUTION. 

6 1. Venue for a proceeding by the attorney general to 
7 dissolve a cooperative lies in Polk county district court. 
8 Venue for a proceeding brought by any other party named in 
9 section 501.821 lies in the county where a cooperative's 

10 principal office or, if not in this state, its registered 
11 office is or was last located. 
12 2. It is not necessary to make interest holders parties to 
13 a proceeding to dissolve a cooperative unless relief is sought 
14 against them individually. 

15 3. A court in a proceeding brought to dissolve a 
16 cooperative may issue injunctions, appoint a receiver or 
17 custodian pendente lite with all powers and duties the court 
18 directs, take other action required to preserve the 
19 cooperative's assets wherever located, and carry on the 
20 business of the cooperative until a full hearing can be held. 
21 Sec. 64. NEW SECTION. 501.823 RECEIVERSHIP OR 

22 CUSTODIANSHIP. 

23 1. A court in a judicial proceeding brought to dissolve a 
24 cooperative may appoint one or more receivers to wind up and 
25 liquidate, or one or more custodians to manage, the business 
26 and affairs of the cooperative. The court shall hold a 
27 hearing, after notifying all parties to the proceeding and any 
28 interested persons designated by the court, before appointing 
29 a receiver or custodian. The court appointing a receiver or 
30 custodian has exclusive jurisdiction over the cooperative and 
31 all its property wherever located. 
32 2. The court may appoint an individual or a domestic or 
33 foreign corporation authorized to transact business in this 
34 state as a receiver or custodian. The court may require the 
35 receiver or custodian to post bond, with or without sureties, 
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1 in an amount the court directs. 
2 3. The court shall describe the powers and duties of the 
3 receiver or custodian in its appointing order, which may be 

4 amended from time to time. 
5 a. The receiver may do any of the following: 

6 (1) Dispose of all or any part of the assets of the 

7 cooperative wherever located, 

8 authorized by the court. 

at a public or private sale, if 

9 (2) Sue and defend in the receiver's own name as receiver 

10 of the cooperative in all courts of this state. 
11 b. The custodian may exercise all of the powers of the 
12 cooperative, through or in place of its board of directors or 

13 officers, to the extent necessary to manage the affairs of the 
14 cooperative in the best interests of its interest holders and 

15 creditors. 
16 4. The court during a receivership may redesignate the 

17 receiver a custodian, and during a custodianship may 
18 redesignate the custodian a receiver, if doing so is in the 
19 best interests of the cooperative, its interest holders, and 

20 creditors. 
21 5. The court from time to time during the receivership or 

22 custodianship may order compensation paid and expense 
23 disbursements or reimbursements made to the receiver or 
24 custodian and the receiver's or custodian's counsel from the 

25 assets of the cooperative or proceeds from the sale of the 
26 assets. 

27 Sec. 65. NEW SECTION. 501.824 DECREE OF DISSOLUTION. 

28 1. If after a hearing the court determines that one or 

29 more grounds for judicial dissolution described in section 
30 501.821 exist, it may enter a decree dissolving the 
31 cooperative and specifying the effective date of the 
32 dissolution, and the clerk of the district court shall deliver 

33 a certified copy of the decree to the secretary of state, who 
34 shall file it. 

35 2. After entering the decree of dissolution, the court 
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1 shall direct the winding up and liquidation of the 
2 cooperative's business and affairs in accordance with section 

3 501.805 and the notification of claimants in accordance with 

4 sections 501.806 and 501.807. 

5 PART D 
6 STATE TREASURER 

7 Sec. 66. NEW SECTION. 501.831 DEPOSIT WITH STATE 

8 TREASURER. 
9 Assets of a dissolved cooperative that should be 

10 transferred to a creditor, claimant, or interest holder of the 

11 cooperative who cannot be found or who is not competent to 

12 receive them shall be reduced to cash and deposited with the 
13 treasurer of state or other appropriate state official for 

14 safekeeping. When the creditor, claimant, or interest holder 
15 furnishes satisfactory proof of entitlement to the amount 

• 

16 deposited, the treasurer of state or other appropriate state 
17 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 

33 cooperative associations rather than corporations. For 
34 example, a cooperative must 
35 rather than a corporation. 

be organized as an association 
The bill changes "articles of 
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1 incorporation" to "articles of association". The bill changes 

2 "shareholders" to "interest holders" or "members" in the 
3 cooperatives. It changes "voting stock" to "voting interest". 

4 An "interest holder" is defined to mean a person who holds a 
5 voting or nonvoting interest in a cooperative. A "member" is 

6 a person who holds a voting interest in the cooperative. 

7 References 
8 Second, 

to "dividends" are changed to "distributions". 

the bill provides that a general partner that is 
9 authorized to hold an interest in a cooperative must include 

10 all natural persons. 

11 Third, the bill increases the number of acres of 
12 agricultural land that a cooperative may hold from 640 to 

13 1,500. 
14 Fourth, the bill amends Code section 501.106 which provides 
15 for maintaining a registered office or registered agent in 
16 this state for purpose of service. The bill adds provisions 

17 taken from Code sections 490.503 and 490.504 which provide 
18 procedures for the resignation of a registered agent and 

19 delivery of service when a registered agent is not available. 
20 The bill changes the term "corporation" to "cooperative". 

21 Fifth, the bill incorporates a number of provisions that 
22 were included by reference in the chapter. These sections 

23 refer to provisions in both Code chapter 490 governing 
24 corporations and Code chapter 499 governing cooperative 
25 associations. The bill redrafts these provisions expressly as 

26 part of Code chapter 501 and changes references to 

27 "corporation" or "association" to "cooperative" and corrects 
28 internal references. 

29 Code section 501.102 provides that a cooperative has the 
30 same powers as a corporation as provided in Code sections 

31 490.302 and 490.303. Those powers include the power to sue 
32 and be sued, have a seal, make and amend bylaws, acquire 
33 property, sell or dispose of property, enter into purchase 

34 security arrangements, make contracts, incur liabilities, 

35 issue notes and bonds, lend money, invest money, become an 
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1 investor in another enterprise, conduct business, elect 
2 directors, appoint officers and hire employees, pay pensions, 
3 and make donations. This bill repeals Code section 501.102 
4 and provides those same powers expressly to cooperatives. 
5 Code section 501.107 provides that Code sections 499.1601 
6 through 499.1622 apply to cooperatives organized under Code 
7 chapter 501. The sections provide for keeping corporate 
8 records, the right of shareholders to inspect those records, 
9 the authority of courts to order inspections, the preparation 

10 of financial statements for shareholders, and the submission 
11 of reports to the secretary of state. This bill repeals Code 
12 section 501.107 and rewrites those provisions into new Code 
13 sections in Code chapter SOl. 
14 Code section 501.408 provides that a cooperative may 
15 indemnify an officer, employee, or agent who is a party to a 
16 legal proceeding in the same way that a corporation may 
17 indemnify a director in the same circumstances. The section 
18 provides for definitions, grants authority to a corporation to 
19 indemnify a director under circumstances, requires 
20 indemnification in certain circumstances, allows for advancing 
21 a director moneys for legal expenses, allows for 
22 indemnification pursuant to court order, provides procedures 
23 for indemnification, provides for indemnification of officers, 
24 employees, and agents, and allows a corporation to purchase 
25 insurance. The bill repeals Code section 501.408 and 
26 expressly drafts those provisions into Code chapter 501. 
27 Code section 501.602 provides for mergers and 
28 consolidations among cooperatives organized under Code chapter 
29 501. The section provides that Code sections 499.61 through 
30 499.70 apply to the mergers or consolidations. Those sections 
31 provide for definitions, allow for merger and consolidation, 
32 require a vote of the membership, provide for objections by 
33 members and the payment of fair market value to dissenters, 
34 provide for articles of merger or consolidation and the 
35 issuance of a certificate of merger or consolidation, and 
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1 authorize abandonment prior to filing the articles of merger 
2 or consolidation. This bill repeals Code section 501.602 and, 

3 with some exceptions, rewrites the same provisions in Code 

4 chapter 501. Code section 499.66 provides that in the case of 

5 a cooperative association, a dissenting member who is a 

6 natural person and who dies before receiving the fair value 
7 must be paid the fair value with the same priority as if the 
8 person was a member at the time of death. The bill does not 

9 include this provision. 
10 Code section 501.604 provides for the dissolution of a 

11 cooperative based on the same provisions which apply to 
12 corporations under Code sections 490.1401 through 490.1440. 

13 Those sections provide for dissolution by incorporators, 

14 initial directors who have not issued stock, or a board of 
15 directors operating a functioning corporation; the filing of 
16 articles of dissolution, a revocation of a dissolution, and 
17 the effect of the dissolution; procedures for disposing of 
18 known and unknown claims against the corporation; grounds for 

19 administrative dissolution, procedures for and the effect of 

20 an administrative dissolution, and reinstatement, including 
21 appeal from a denial of reinstatement; grounds for judicial 

22 dissolution, procedures for judicial dissolution, and 
23 procedures for appointing a receiver or custodian; entering a 

24 decree of dissolution; and depositing creditor assets with the 
25 treasurer of state. This bill repeals Code section 501.604 
26 and rewrites those provisions expressly for cooperatives as 
27 part of Code chapter 501 with limited exceptions. The bill 

28 does not include a provision requiring information in the 
29 articles to be separately provided for each voting group 

30 entitled to vote separately on the plan to dissolve. 
31 

32 
33 
34 
35 
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SENATE FILE 2404 

AN ACT 

RELATING '1'0 COOPERA'l'lVBS ORGANIZED UNDeR CODE CllAPTER SOl 

AND PROVIDING A~ EFFECTIVE DATE. 

BB lT ENAC~EO BY THE GENERAL ASSEMBLY OF THE STATE OF IO~A: 

Section 1. Section $01.101, subsection 1, Code 1997, is 

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

tnee~pe~aticn association. 
Sec. 2. Section 501.101, subsection 2, para9raph b, Code 

1997, is amended to read aa followo: 
b. An-ind~•tdaat-~r-,enerei-~er~nereftip-tha~ A person ~ho 

owns at least one hundred fifty acres of agricultural land and 
receives as rent a share of the crops or the animal& raised on 
the land if theee-ereps-er-an~eie-are-a-ei9nifieant-eo~pena~t 

c£-tke-eoope~eti•e~e-b~eineee-operftt*c"s that person is a 
natural person or a general partnership as organl~ed under 
chapter 466 in which all partners are natural persons. 

Sec. 3. Section SOl,lOl, subsection 4, Code 1997. \B 
I 

amended to read as follows: 
4. "Cooperative" mean& a cooperative eorporatto" 

association organized under th1s chapter or converted to this 

chapter pursuant to section 501.601. 
Sec. 4. Section 501.101, subsection 6, Code 1997, is 

an.ended by adding the following ne.,.. par-a9raph: 
NEW PARAGRAPH. c. A general partnership as orqanized 

under chapter 486 in which all the partners are natural 
persons actively en9aged in farming aa provided in section 

IH.l. 
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Sec. S. Section 501.101, aubeectlons ., through 9, Code 

1997, are amended to read a& !ollow9t 
7, "Kember" meanll a person who ownl5 !! voting ato~k 

interest in a cooperative. 
e. 11 9hett>etu)J:Ger 0 "Interest holder" means a person ul'lo owns 

etoek an interest in a cooperative, whether or not that etoek 

interest haa voting rlghta. 
9. "Voting stoelt interest'' ~eans etoek an interest in a 

cooperative that haa voting rl9hts. 
Sec. 6. Section ~01.101, Code 1997, is a~ended by adding 

the following new subsections: 
NEW SUBSECTION. 6A. ''[nterest" 111eano a voting interest or 

other interest in a cooperative as described in the 
cooperative's articles of association. 

NF.W SUBSEC'l'lON. 7A. "Hernbersh1p" rr.eans the interest. 
established by a menber owning a voting interest. 

Sec. 1. Section 501,102, subeection 2, Code 1997, is 

amended to read as follows: 
2. Unless its articles provide otherwise, a cooperative 

has perpetual duration and succession ln its eorpor~~e 
cooperative name and has the same powero as an individual to 
do all things necessary or convenient to carry out 1ts 
b~sineas and affairs~ including, without-ii~itettion7-alS-of 
the-powers-e"u~erated-~ft-aeetione-4iQT~e2-en~-49QT3e' but not 

limited to. all of the following: 
a. Sue and be sued, complain, and defend in ita name. 
b. Have a aeal, which nay be altered at will, and use it, 

or a facsimile of it. by 1mp[essing or affixing it or i~ 

other manner reproducing it. 
c. Kake and amend bylaws, not inconsistent with its 

articles of aaaociation or with the laws of this state, !or 
managing the business and regulating the affairs of the 

cooperative. 
d. Purchase, receive, lease, ~r otherwise acquire, and 

own, hold, improve. use, and otherwise deal with, real or 
personal property. or any legal or ~qui table interest in 

property, whereve~ loc~ (/') 
"T1 

"' ~ 0 
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e. Sell. convey, mortgage, pledg~. lease, exchange, and 
otherwise diapoae of all or any part of its property. 

r. 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. 

q, Make contracts and guarantees, incur liabilities, 
borrow ~oney, 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 mortgaqe or pledge of any of ita property, 
franchises. or inco~e. 

h. Lend money, inveat and reinvest its funds, and receive 
and hold real and personal prooerty as security foe repayment. 

i. Be a promoter, partner, member, associate, or manager 
of any partnership, 1oint venture. trust, or other entity, 

1. Conduct its business, locate offices, and exercise the 
powers granted by this chapter within or without thia 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 penalons and establish pension plana, penslon 
trusts. profit-sharing plans, bonus plans, ar1d benefit or 
incentive plans for any or all ot ita 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 bustnesa that will aid governmental 
policy. 

o. Hake payments or donations, or do any other act. not 
inconsistent with law, thpt furthers the business and affaire 
of the cooperative. 

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

l. Notwithstanding section 9lf.4, any pereon or entity, 
subject to the limitations aet forth in section S01.30S, and 
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subject to the cooperative's articles and bylaws, is permitted 
to own steek interests, includ1nq voting stoek interests, in a 
cooperative. 

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

a. Farminq entities own sixty percent of the eteek 
interests and are eliqible to cast sixty percent of the votea 
at member meetings. 

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

c. The cooperative does not, either directly or 
indirectly, acquire or otherwise obtain or lease a9ricultural 
land, if the total aqricultural land either directly or 
indirectly owned or leased by the cooperative would then 
exceed slx hundred forty acres. 

S. In the event of a transfer of stoek 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 
deterrninin9 compliance with subsection 2 for a period of two 
years after 

Sec. 9. 

the transfer, 
section SOl.lDS, 

amended to read as followss 
subsection 2, Code 1997, is 

2. Articles must be signed by all of the ~neerpo~eters 
organizers; and all other documents filed with the eecrctary 
of state ~uat be signed by one of the coopnrative's officers. 
The printed name and capacity of each signatory must appear ln 
proxlmity 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 
paraqraph 1, Code 1997, is amended to read as fo.llowe1 
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A cor~erfttion cooperative may chan~e its registered office 

or registered agent by dellverinq to the secretary of state 
for filing a statement of change that sot& forth all of the 

followinq: 

Sec. 11. Section 501.106, Code 1997, is amendP.d by addinq 

the following new eubsectionss 
NEW ~UDSECTION. s. a. A registered agent may resign the 

agent's agency appointment by signing and delivering to the 
secretary of state for filing the signed original statement of 
resignation. The statement may include a stateMent that the 
registered office is also discontinued. The registered agent 
shall sond a copy of the statenent of resignation by certified 

mail to the cooperaUve at its principal office and to the 
reqietered office, lf not discontinue~. The reqistered 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 appoint~ent is terminated, and the 

registered office discontinued if eo provided, on the date on 

which the atatement waa filed. 
NEW SUBSECTION. 6. a. A cooperative'a registered aqent 

is the cooperative's agent (or service of process, notice, or 

demand required or permitted by law to ba served on the 

cooperative. 
b. If a cooperative has no registered agent, or the aqent 

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 

ita principal office. Service is perfected under this 

paragraph at the earliest of any of the followings 
(1) The date that the cooperative receives the mail. 

(2) The date shown on the return receipt, if ai9ned 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 

address&d. 

Senate File 2404, p. 6 

c. A cooperative nay be served pursuant to this occtton or 

as provided 1n other provisions of this chapter, unless the 
manner oC aervice is otherwise specifically provided for by 

statute. 
Sec. 12. Section SQ1.202, subsection 1, paragraph a, Code 

1997, is amended to read as follows: 
a. 'rhe name, address, and occupation of each ineorporator 

organher. 
Sec, 13. Section 501.202, subsection 2, paragraph d, Code 

1997, is amended to read a& follows: 
d. The classes of atoe~ interests and the authorized 

number of eharee interest& of each class. 
Sec. 14. Section 501.3Q6, Code 1997, is amended to read aa 

follows: 
501.306 NUMBER OF VOTES. 
A person who is a member or-shareholder shall not own more 

tha~ one membership or-ehare-of-voti~g-etoek. The person 
ehall be entitled to cast not more than one vote regarding any 

matter in which a vote is conducted, including any matter 

aub1ect to a vote during a cooperative meeting. 
Sec. 15, Section SOl.4Q3, subsection 2, paragraph e, Code 

1997, is amended to read aa followss 
e. Action required or permitted by this chapter to be 

taken at a board meeting may be taken without a meetinq if the 
action io 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 ecrporate cooperative's records 
reflecting the action taken. Action taken under this section 
is e!!ective when the last director siqns the consent, unless 

the consent specifies a different effective date. A consent 
si9ned under this section has the effect of a meetinq vote and 

may be described as such in any document. 
Sec. 16. Section 501.403, subsection 3 1 Code 1997, is 

amended to read as follows: 

en 
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), A director may waive any notice required by this 
chapter 1 the artlclea, or the bylaws before or afler the date 
and tirne atated. in the notice. The waiver must be in writing. 
signed by the director entitled to the notice, and filed with 
the minule& or eeTperete records of the cooperative. A 
director's attendance at or participation 1n a meetinq waives 
any required noticn to that director of the meetinq unless the 
director at the beginning of the meeting or promptly upon the 
director's arrival objects to holding the meeting or 
transactlnq business at the meeting and does not thereafter 
vote for or assent to action taken at the meeting. 

Sec. 17. Section 501.404, subaectlon 1, paraqraph b, Code 
Supplement 1997, is amnnded to read as follows; 

b. The material facta of the transaction and the 
director's interest were disclosed or known to the 
8hareheldere members entitled to vote and they authorized, 
approved, or ratified the transaction. For purposes of this 
paragraph, a conflict of interest transaction is authorized, 
approved, or ratified if lt receives a majority of the votes 
entitled to be counted under this para9raph. Sha•ee Voting 
interests owned by or voted under the control of a dlrector 
who has a direct or indirect interest in the transaction, and 
ehatea voting interest& 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 
tr~nsaction 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 
ehareheidera members are present, that are entitled to be 
counted in a vote on the transaction under this paraqraph 
constitutes a quorum for the purpose of t~king action under 
this paraqraph. 

Sec. 18. Section 501.407, unnumbered paragraph 1, Code 
1997, i.e amended to read as follo·~s1 
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The articles may contain a provision eliMinati.n9 or 
llmltinq the personal liability of a director, officer, or 
shareholder intere8t holder of the cooperative for ~onetary 
damages for broach of a fiduciary duty as a director, officer, 
or shareheide~ 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. A broach o! the duty of loyalty to the cooperative or 
its shareholders interest holders. 

3. A transaction from which the director, officer, or 
ehareholder lnterest holder derives an improper personal 

benefit. 
PAR'l' B 

INDE!iNIFlCATION 
Sec. 20. NKW SECTION. 501.411 DEFINITIONS. 
As uaed in this part, unless the context otherwise 

requires: 
l. ''Cooperatlve" includes any dom.estic or forei9n 

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 a9ent of 
another foreign or domestic cooperative, corporation, 
partnership, joint venture, trust, employee benefit plan, or 
oth~r enterprise. A director ts considered to be serving an 
ernployee benefit plan ~t the cooperative's request if the 
director'& duties to the cooperative also impose dutiea 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. 
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4. "Liability'' means the obligation to pay a judqment, 

t~ettle-ment, penalty, fine, including an excise tax assessed 
with respect to an employee benefit plan, or reaoonable 

expenses incurred with respect to a proceeding. 

5. "Official capacity" means: 
a. When used ~1th respect to a director, the office of 

director in a cooperative. 
b. When used with respect to an individual other than a 

director, a& contemplated in section 501.417, the office in a 

coopP.ratlve held by the officer or the employment or agency 
relatlonBhip undertaken by the employee or a9ent on behalf of 

the cooperative. 
"Official capacity" does not include nervice for any other 

foreiqn or domestic cooperat1ve or an~ corporation, 
partnership, joint venture, trust, er11ployea benefit plan, or 

other enterprise. 
6. ''Party" includes an individual who was, is, or la 

threatened to be made a named defendant or respondent in a 

proceeding. 
1. "ProceecHng'' rneans any threatened, pending, or 

completed action, ault, or proceeding, whether civil, 
erl~inal, administrative, or inveatiqative and ~hather formal 

or informal. 
Sec. 21. Ne:H SECTION. 501.412 AUTHORIT'i TO INDEMNIFY. 

1. Bxcept as provided in subsection 4, a cooperative IT'.ay 

indernnify an individual made a party to a proceeding because 

the individual ia or was a director a9ainst liability incurred 

in the proceedinq if all of the following apply: 

a. The individual acted in good faith. 
b. 'I'he illdivldual reasonably believed either of the 

following 1 

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

capacity with the cooperative, that the individual's conduct 

vas in the cooperative's beat interests. 
1 2) In all other cases, that the individual's conduct was 

at least not opposed to the coopcrat1ve'a best intereota. 
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c. In the case of any criminal proceeding, the irldividual 

had no reasonable cauae to believe the indivl.dual'a conduct 

wan unlawful. 
2, A director's conduct with respect to an employee 

benefit plan for a purpose the director reasonably believed to 

be in the interest& of the participants in and beneficiaries 

of the plan ie conduct that satisfies the requirenent of 

subsection l, paragraph ''b", aubparaograph (2). 

3. ~he termination of a proceeding by judgment, order, 

settlement, conviction, or upon a plea of nolo contendere or 

ita equivalent ia not, of itaelf, determinative that the 

director did not meet the standard of conduct described in 

this section. 
4. A cooperative shall not inde~nify a director under this 

aection in either of the following circumstances: 
a. In connection with a proceeding by or in the right of 

the cooperative in whtch the director was adjudged liable to 

the cooperative. 
b. In connection with any other proceeding charging 

lwproper personal benefit to the director, whether or not 
involving action in the director's official capacity, 1n which 

the director was adjudged liable on the baais that personal 

benefit was Improperly recoived by the director. 
s. Inderonification permitted under this section in 

connection wtth a proceedinq by or in the right of the 

cooperative i.a limited to reasonable expenses incurred in 

connection with tho proceeding. 
Sec. 22. NEW SECTION. ,01.413 MANDATORY INDEMNIFlCATION, 

Unless limited by ita articles o( association, a 

cooperative shall indemnify a director who was wholly 
succeaaful, on the merits or otherwise, in the defense of any 

proceeding to which the director was a party because the 
director is or waa a director of the cooperative against 

reasonable expenses incurred by the director in connection 

with the proceedtn9. 
Sec. 23. NEW SECTION. 501.414 ADVANCE FOR EXPENSRS. 

(J) 
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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 followinq apply: 

a. The director furniohcs the cooperative a written 
affirmation of the director's good faith belief that the 
director has mot 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 ia made purauant to section 501.416 

that the facts then known to those making the determination 
would not preclude indemnification under this part. 

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

J, Determinations and authorizations of payments under 
this section shall be mad& 1n the manner specified in section 
501.416. 

Sec. 24. NEW SECTION, ~01.415 COURT-ORDERED 

lNDKMNIFICATION. 
Unless a cooperative's articles of association provide 

otherwise, a director of the cooperative who is a party to a 
proceeding ~ay apply for indemnification to the court 
conducting the proceeding or to another court of competent 
jurisdiction. On receipt of an application, the court after 
qiving 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 incurred to obtain court-ordered indemnification. 
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2. The director is fairly and reasonably entitled to 
ind~mnification in view of all the relevant circumstances, 
whether or not the director met the standard of conduct set 
forth in section S01,412 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 SBC~ION. 501.416 DETERMINATION AND 

AUTHORIZATION OF INOBHNIF!CATION. 

1. A cooperative shall not indemnify a director under 
aection 501.412 unless authorhed in the specific case after a 
determination haa been made that indemnification of the 
director is permissible in the circunstances because the 
director has met the standard of conduct set torth in section 
501.412. 

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

•· 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 para9raph "a", by 
majority vote of a conmittee duly designated by the board of 
directors, in which desiqnation 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. 
(ll The special legal counsel shall be selected by the 

board of directors or its committee in the manner prescribed 
in paragraph ''a'' or ''b''. 

12) If a quorom of the board of directors cannot be 
obtained under paraqraph "a" and a committee cannot be 
desi9nated under paraC)raph "b", the special le9al counsel 
shall be selected by majority vote of the full board of 
directors, in whtch selection directors who are parties may 
participate. 
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d. By the m~mbers, but votinq intereBta owned by or voted 

under the control of directors ~ho are at the time parties to 

the proceedi.nq shall not be voted on the determination. 

3. Authori2atlon of indemtliflcation and evahtation as to 

reasonablenes~ of expenses shall be nade in the same manner as 
the deter~ination that indemnification is permissible, except 

that if the determination is made by special legal counsel, 
authorization of indemnification and evaluation an to 
teaaonableness of expenses shall be Made by those entitled 

under subsection 2, paragraph "c", to AP.lect counsel. 

Sec, 26. NEW SECTION. 5-01.417 HlDEMNlPICAT[QN OF 

OFFICERS, EMPLOYEES, AND AGENTS. 
Unlesa a cooperative's articles of association provide 

otherwise, all of the followinq apply1 
1. An ofticer of the cooperative who ls not a director la 

entitled to mandatory indemnification under section 501.413, 

and is entitled to apply for court-ordered indemnification 

under section 501.41S, in each case to the same extent as a 

director. 
2. The cooperative may indemnify and advance expen&ea 

under thie part to an officer, employee, or aqent of the 
cooperative who is not a director to the same extent as to a 

director. • 
3. A cooperative may alao indemnify and advance e~en9P.R 

to an officer, employee, or aqent who is not a director to tho 
e~tent consietent with law that may be provided by ita 
articles of association, bylaws, qeneral or apecific action of 

ite board of directors, or contract. 
Sec. 27. NEW SECTION. 501,418 INSURANCE, 

A cooperative ~ay purchase and maintain insurance on behalf 

ot an individual who is or was a director, officer, employee, 

or aqent of the cooperative, or who, while a director, 
officer, employee, or agent of the cooperative, is or was 

serving at the request of the cooperat.i.ve as a director, 
officer, partner, trustee, employee, or aqent of another 
foreign or domestic cooperative, corporation, partnership, 

• 
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joint venture, trust, employee benefit plan, or other 
enterprioe, aqainst liability aGserted against or incurred by 

that individual ln that capacity or arising from the 
individual's status an a director, officer, employee. or 
aqent, whether or not the cooperative .... ·ould have power to 

Indemnify that individual against the same liability under 

aection ~01.412 or ~01.413. 
Sec. 26. NEW SECTION. 501.419 APPLICATION OP THIS PART. 

Bxcept as limited in section 501.412, subsection 4, 

para9raph "a", and subsection S with respect to proceedings by 

or in the right of the cooperative, the indemnification and 

advancement of exp~nses provided by, or granted pursuant to, 

sections 501.411 throuqh 501.416 are not exclusive of any 
other rights to which per9one seeking indemnification or 
advancement of expenses are entitled under a provision in the 
articles of association or bylaws, agreernents, vote of the 

members or disinterested directors, or other~iae, both as to 
action in a person's official capacity and as to action tn 
another capacity while holdin9 the office. HowevP.r, such 
provisions, agreements, votes, or other actions shall not 
provide lnde~niflcation for a breach of a director's duty of 

loyalty to the cooperative or its interest holders, for acta 
or omissions not in good faith or which involve intentional 

misconduct or knowing violation of the law, or for a 

transaction fro~ which the person seeking indemnification 

derives an improper personal benafit. 
Sec. 29. Section 501.501, Code Supplement 1997, is amended 

to read aa follows! 
501.~01 ISSUANCE AND TRANSFER or S!eeK INTERESTS. 

1. A cooperative may issue the number of shett'es interests 
of each class authorized by its articles. A cooperative may 

issue fractional ehat'ea interests. S~ee~ Interest& may he 

represented by certificates or by entry on the cooperative's 

et:cek in teres;, record books. 

2. A member shall not sell or otherwise transfer votlng 

etce~ inter~e~ to any person. A member may be restricted or 
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limited from selling or otherwise transferring any other class 

of ateek interest& of the cooperative as provided by the 

cooperative's articles of ineor~oretion association or bylaws 

or an agreement executed between the cooperative and the 

nember. 
3. A cooperative may acquire 1ts own etee~ interests, and 

anatea interests so acquired constitute authorized but 

unissued s"eree interests. 
Sec. 30. Section 501.502, subsection 2, paraqraph a, Code 

Supplement 1997, is amended to read as follows: 
a. The member haa attempted to lransfer ateek any interest 

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

~embership, 

Sec. 31. Section 501.502, subaection 4, Code Supplement 

1997, is amended to read as follows: 
4. The cooperative ehall redeem, without intereat, the 

voting etoek interest of a terminated member within one year 
after the termination of the meMbership for the fair market 

value of the atcek interest. If the atr~unt originally paid by 

the member for the voting steek interest was lees than ten 
percent of the total amount the ~ember paid for all classes of 

ateek interests, the cooperative may redeen the voting eteek 
interest for its issue price if the cooperative's ~rticles of 

ineofporette~ association grant the cooperative thia 

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 

et~e~ interests originally issued as allocated patronage 

cef~nda for the issue price as folloW&! 
Sec. 33. Section 50l.S03, subsections 1 and 4, Code 1997, 

are aMended to read as followst 
l. If the articles authorize the payment of d+•idenda 

distribution• on a class of stoek !nteres~, then the 
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directors may declare di•ide~ds a distribution pursuant to the 

articles. 9i¥ide~ds-~ey Distributions shall not exceed eight 

percent of the value of the stoek interest in each fiscal 

year, The members may control the amount that is allocated 

under this subsection. 
4. The cooperative Rhall have an unconditional binding 

obligation to distribute to the members all remaining net 
savin9s aa deter~ined under the United States Internal Revenue 

Code. These net savinqs &hall be allocated to each member in 

proportion to the business the member did with the cooperative 

durinq the precedin9 flscal year. The net savings may be 
separately calculated for two or more cate9ories of business, 
and allocated to the members on the baaia of business done 
wlthin each of these categories. Net savings shall be 

distributed in the form ot cash or stoek interests, or a 
combination of caah and stcek interests, as determined by the 

board. 
Sec. 34. Section 501.603, subsection 2, Code 1997, 1s 

amended to read as followea 
2. A cooperative may sell, lease, axchan9e, or otherwise 

dispose of all, or substantially all, of lts property, with or 

without the good will, on the terms and conditions and for the 

consideration determined by the board, which consideration nay 
include the preferred-atoek interests of another cooperative, 

if the board reco~menda the proposed transaction to the 

~embera, and the members approve it by the vote or two-thirds 
of the votes cast on a ballot in which a majority of all votes 

are cast. The board ~ay condition ita submission of the 

proposed transaction on any basis. 
PART B 

HBRGER AND CONSOLIDATION BETWEEN COOPERATIVES 

ORGANIZED UNDER THIS CHAPTER 

Sec. 3S. NEW SECTION. 5Gl.6ll DEFINITIONS. 
When used in this part, unless the context otherwise 

requires: 
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1. "ConiH>lidation" meana 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 ts formed, and the ne~ cooperative absorbs the 

others, which cease to exist as separate entitles. 
2. ''Dissentinq member .. means a voting member who votes in 

opposition to the plan of merger or conaoli.dation and who 

nakes a de~Pand for payment of the fair value under section 

501.61$. 

3. "Fair v.,lue'' means the cash pr1ce that would ba paid by 

a willing buyer to a w1lltng seller, neither being under any 

compulsion to buy or sell. 
4. "Issue price'' means the amount patd for an interest in 

the old cooperative or the a~ount stated ln a notice of 

allocation of patronage distributions. 
s. "Merger" means the unitlnq of to,.·o or more cooperatives 

orqanized under this chapter into one cooperative organi~ed 
under this chapter, ln such manner that one of the merging 
associations continues to exist and absorb& the others, which 

cease to exist as entities. "Herqer" does not include the 

acquiGitlon, 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 merqer 

pursuant to sections 501.617 and 501.618. 

6. "ltew cooperative" i.B the cooperative resulting frotn the 

consoLidation of two or more cooperatives organized under this 

chapter. 
7. "Old cooporatlve" means the cooperative in which the 

member owns or owned a membership prior to merqer or 

consolidation. 
a. ''Surviving cooperativP." is the cooperative resulting 

from the mP.rg~r of two or more cooperatives organlzed under 

this chapter. 
Sec. 36. !4EW SECTION, 501.612 HCRGBR. 
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Any two or more cooperatives may merge •nto 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 nerger which shall set forth all of the following: 

l. The names of the cooperatives proposing to merqe and 

the name of the surviving cooperative. 
2. The terms and conditions of the proposed merqer. 

3. A statement of any changes in the articles of 

association of the survivinq cooperative. 
4. Other provisions deemed necessary or desirable. 
Sec. 37. NEW SF.C'l'IOU. 501.613 CONSOLtOATION. 
Any t~o.·o or more cooperatives may be consolidated into a new 

cooperative as provided in this section. The board of 
director!J of each cooperative shall, by resolution adopted by 
a majority vote of all members of each board, approve a plan 

of consolidation aettln9 forth: 
1. The names oC the cooperatives proposin9 to consolidate 

and the name of the new cooperative. 
2. The terme 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. 38. NE~ 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 

meetinq of members, which may be either an annual or &pecial 
meetlnq. 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. Th& notice shall state the 
time, place, and purpose of the meetinq, and a summary of the 

plan of merqer or consolidation shall be included in or 

encloaed with the notice. 
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2. At the meeting, a ballot of the members ~ho are 
entitled to vote in the affairs of the association shall be 
taken on the proposed plan of rner9er or consolidation. 'I'he 

plan of merger or consolidation shall be approved if t~o­

thirds of the members vote affirmatively on a ballot in which 

a ~ajority of all voting members participate. Votinq may be 
by mail ballot notwithstanding any contrary provision in the 

articles of association or bylaws. 
Sec. 39. NEW SECTION. 501.615 OBJECTION OF ME~BERS 

PURCHASE OF INTERESTS UPON ORMAND, 
1. If a member of a cooperative which is a party to a 

merqer or consolidation files with the cooperative, prior to 

or at the meatinq of members at which the plan is submitted to 

a vote, a written obiection to the plan of merger or 
conaolidation, and votes in opposition to the plan, and the 
member, within twenty days after the merqer or consolidation 

~s approved by the other members, make& written demand on the 
surviving or new cooperative for payment of the fair value of 

that (';lgmber 'a interest as of the day prior to the date on 

which the vote was taken approving the nerger or 
consolidation, the survivinq or new cooperative shall pay to 

the rne~ber, upon surrender of that person's certificate of 

membership or interasts in the cooperative, the fair value of 

that person's interest as provided in section S01.6l6. A 

~ember who fails to make de~and within the twenty-day period 

is conclusively presumed to have consented to the merger or 

conaolldation and is bound by ita terms. 
2. In the event that a disaenting nember does business 

with the survivin9 or new cooperative before payment has been 

~ade for that person's membership, the dissentinq member is 
deemed to have consented to the ~erger or consolidation and to 

have waived all further rights as a 
Sec. 40. ~E~ SECTION. 501.616 

diesentlnq ~ember. 

VALU& DETERMINED. 

1. Within twenty days after the ner9er or consol~dation is 
effectGd, the aurvlv1ng or new cooperative shall make a 
written o!fer to each diesenlinq member to pay a specified sum 
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dee~ed by the surviving or new cooperative to be the fair 
value of that diasontin9 member's interest in the old 
cooperative. This offer 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 liat of the dlssentinq member's interests in the old 

cooperative. lf the disnenting me~ber does not agree that the 

aum stated in the notice represents the falr value of the 

~ember's interest, then the member may file a written 

objection with the surviving or new cooperative within twenty 
day• 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 !air value 

stated in the notice. 
2. If the surviving or new cooperative 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 in district court ask1nq for 

a findinq and determination of the fair value of each type of 
equity. The action shall be tried an 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 merqer or consolidation by taking the lesser of either the 

lasue price of the dissenting member's membership, deferred 

patronage, and any other lntereats in the cooperative, or the 
amount determ1ned by subtracting the old cooperative's debts 

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

dividln9 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 
issue price of a dissenting me~ber's membership, deferred 

patronage, and other interests. 
4. The surviving or new cooperative shall pay to each 

diasentinq member in cash withln sixty days after the merger 
or consolidation the amount paid in cash by the dissenting 
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member for that member's interest in the old coopP.ratlvP.. The 

survlvlnCJ or n~w cooperative shall pay the remainder of each 

d13aenting member 'a fair value in ten annual equal payments. 

The final payment must be made not later than fifteen year9 
after tt'le merqer or consolidation. The value of the deferred 

patronage or interests issued to evidence deferred patronage 
shall be considered a liability of the survlvinq or new 
cooperative aa reflected in the account~ of the ourvlv1nq or 
new cooperative until the value of the deferred patronaqe or 

interests issued to evidence deferred patronaqe is paid 1n 
tull to the dissentinq member. A diasent1nq member who is a 

natural person who dies before receivinq the fair value shall 

have all of the per•on's fair value paid with the same 

priority a!l 

Sec. 4l. 

if the person 
NEW SECTION. 

CONSOLIDATION. 

was a member at the time of death. 
S01.617 ARTICLES OF MERGER OR 

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 

fol.lowing: 
1. The plan of merger or the plan of consolidation. 

2. A& to each cooperative, the number of members. 
3. As to each cooperative, the number of rnembers who voted 

for and againat the plan at the meeting called for that 

pl.lrpose. 
The articles of merqer or articles of consolidation shall 

be delivered to the eecretary of state for filing. 
The secretary of state, upon the filinq of articles of 

merger or articles of consolidation, shall issue a certificate 

of ~erger or a certificate of consolidation and send the 

certificate to the surviving or new cooperative, or to its 

representative. 
Sec. 42. ~~.Q!!. 501.618 WHEU EFrECTIVE -- EFr£CT. 

A ~er9er or consolidation shall become effective upon the 

date that the certificate of merger or the certificate of 
consolidation is lasued by the secretary of state, or the 
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effective date specified in the articles of merger or articles 

of consolidation, whichever is later. 
When a merger or consolidation has beco~e effective: 
1. Th@ several cooperatives ~hich are partie& to the plan 

of ~er~er or consolidation shall be a single cooperatlve, 

which, in the case of a rnergor l shall be that cooperative 
designated in the plan oC merger as the surviving cooperative, 

and, in the case of conaolidationl shall be that cooperative 

designated in the plan of consolidation as the ne~ 

cooperative. 
2. The separate existence of all cooperatives ~hlch are 

parties to the plan of rner~er or consolidation, except the 

surviving or new cooperative, shall cease. 
3. The survivinq or new cooperative shall have all the 

rlghtsl privileqes, imrnun1ties, and powera 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 merqinq or consolidating 

cooperatives. 
S. All property, real, personal, and mixed, and all debts 

due on whatever account, tncludinq all chose& ln action, and 

all and every other interest, of or belon91n9 to or due to 
each of the cooperatives mer9ed or consolidated, shall be 
transferred to and ve&tad in the surviving or new cooperative 
without fllrther 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 

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

liable for all obliqatlone and llabilitles of each of the 

cooperatives merged or consolidated. 
1. Any ciaim existing or action or prccecdinq pending by 

or against any of the cooperatives merqed or consolidated may 

be progecuted as if the merger or consolidation had not taken 

(/) 
"T1 

"' ~ 0 
~ 



Senate File 2404, p. 23 

place, or the surviving or new cooperative may he substituted 
for the merged or consolidated cooperative. Neither the 
rights of creditors nor any liens upon the property of any 
cooperative shall he impaired by a merger or consolidation. 

8, Jn 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 ~erger. In the case of a consolidation, the 
statements set forth in the articles of consolidation which 
are required or per~itted 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 aggreqate amount of the net assets of the merging 
or consoHdatiiHJ cooperative which was available for the 
paynent of distributions immediately prior to the merger oc 
consolidation, to the extent that the amount is not 
transferred to stated capital by the lsauance of interests or 
otherwise, shall continue to be available for the payment of 
distribution& by the aucvlvinq or new cooperative. 

Sec. 43. N&W SECTION. 501.619 ABANDONMENT BEFORE FILING. 
At any time prior to the filing of the articles of merqer 

or consolidation, the merger or conaolidation may be abandoned 
pursuant to provisions set forth in the plan of merger or 
consolidation, 

SUBCHAPTER VI l 
RECORDS AND REPORTS 

PART A 

RECORDS 
Sec. 44. NSW SECTIO~. 501.701 RECORDS. 
1. A coop~rative shall keep aa permanent records minutes 

of all rr.eetln9s of its members and board of directors, a 
record of all actions taken by the menbers or board of 
directors without a meeting, and a record of all actions taken 
by a co~~ittee of the board of directors in place of the board 
of directors on behalf of the cooperative. 
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2. A cooperative shall Maintain appropriate accounting 
records. 

3. A cooperative or ita 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 showinq the number 
and claas of interests held by each. 

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

S. A cooperative shall keep a copy of the following 
recordat 

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

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

c. Resolutions adopted by its board of directors creating 
one or more clas&es or series of interests, and fixing their 
relatlve riqhts, preferences, and limitations, if the 
1nt~rests 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 
thue years. 

e. All written corM\unications to interest holders 
Qenerally within the past three years, including the financial 
statements furnished for the past three years under section 
l0l.711. 

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

9· It& most recent biennial report delivered to the 
secretary of state under section 501.713. 

Sec. 45. NEW SEC~ION. 501.702 INSPECTION OF RECORDS BY 
INTEREST HOLDERS. 

l. An interest holder of a cooperative is entitled to 
inspect and copy, dutlnq regular business hours at the 
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cooperative'& principal office, any of the records of the 

cooperative described in section 50l.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 of a cooperative 19 entitled to 

inspect and copy, durlnq 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 aubsectlon J and gives the 
cooperative writtetl notice of the interest holder's demand at 

least five buainesa days before the date on which the int.erest 
holder wishes to inspect and copy any of the folJo·,.:ing: 

a. Excerpts from minutes or any meeting ot the board of 

directors, records of any action of a committee o( the board 

of directors while acting in place of the board of directors 
on behalf of the cooperative, minutes of any meeting of the 
membero, and records of action taken by tl\e mernbera or board 

of director& without a meetinq, to the extent not subject to 

inspection under aubsection 1 of this section. 
b. Accounting records of the coop&rative. 

c. 'I'he record of intereat holders. 
3. An interest holder may inspect and copy the records 

described in subsection 2 only if: 
a. The interest holder's demand u lt'.ade in good falth and 

for a proper purpose. 
b. The interest holder describes with reasonable 

particularity the interest holder's purpooe and the records 

the interest holder desires to inspect. 
c. The records are directly connected with the interest 

holder's purpose. 
4. The riqht of inspection granted by this section shall 

not be abolished or limited by a cooperative's articles of 

association or bylaws. 
s. 7his section does not affect either of the following: 
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a. The right of a me~ber to obtain lnfor~ation under 

section SOl. 702 or the right of an interest holder to obtain 
information, if the interest holder i.s in litigation with the 

cooperative, to the same extent as any other litiqant. 
b. The power of a court, independently of thi& chapter, to 

compel the production of cooperative records for examination. 
Sec. 46. NEl-l SEC'J'ION. 501.703 SCOPE OF INSPECTION RIGH'r. 

l. An interest holder's agent or attorney has the earr:e 

inspection and copying riqhto as the interest holder the agent 

or attorney representa. 
2, The right to copy recorda 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 ~stimated cost of production or reproduction of 

the records. 
4. The cooperative may comply with an interest holder's 

demand to inapect the record of interest holders under section 
S01.702, subsection 2, paragraph ''c", by providinq the 
lntereot holder with a list of its intereot holders that was 

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

demand. 
Sec. 47. NEW SECTION. 501.704 COURT-ORDRREO lNSP~TlON. 

1. If a cooperative does not allow an interest holder who 
complies with section 501. 7Q2, subsection J, to inspect and 

copy any recorda 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 thia state, its 

registered office ia located may summarily order inspection 
and copyinq of the records deManded at the cooperative's 

expense upon application ot the inter~st holder. 
2. If a cooperative does not within a reasonable time 

allow an it\terest holder to inspect and copy any other 
records, the interest holder who compli~s with section 
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501.702, subsections 2 and 3, ~ay apply to the district court 
in the county where the cooperative's principal office or, if 
not in this state, its reQistered 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 ba&ia. 
J. If the court orders inspection and copyinq of the 

recorda demanded, it shall also order the cooperative to pay 
the intereat holder's costs, including reasonable counsel 
fees, incurred to obtain the order unlens tho cooparative 
proves that it refused inspection ln qood faith because it had 
a reasonable basis for doubt about the right of the interest 

holder to inspect the recorda demanded. 
4. If the court orders inspection and copying of the 

records demanded, it ~ay impose reasonable restrictions on the 
use or distribution of the recorda by the dcmandlnq interest 

holder. 
PARI' 8 

REPORTS 
Sec. 48. NEW SECTION. 501.711 FINANCIAL STATEMENTS FOR 

INTEREST HOLDERS. 
A cooperative shall prepare annual financial statements, 

which may be consolidated or co~bined statements of thf 
cooperative and one or more of it& aubsidiaries, as 
appropriate, that include a balance sheet as of the end of the 
fiacal year and an lncoCI'Ie statement for that year. Upon 
written requeat from an interest holder, a cooperative, at ita 

expenae, shall furnish to that interest holder the financial 
statements requested. If the annual flnanclal statements are 
reported upon by a public accountant, the report must 

accompany the financial statements. 
Sec. 49. N&W SECTION. 501,712 OTHER REPORTS TO INTERBST 

HOLD&RS. 
L. If a cooperative indemnifies or advances expenses to a 

director under ecctions 501.412 through 501.415 in connection 
with a proceeding by or in the ri9ht of the cooperative, the 
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cooperative shall report the indemnification or advance '" 
~ritin9 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 
isoued, and the consideration received by the cooperative, 
wlth or before the notice of the next members' meetinq. 

Sec. SO. NEW SECTION. 501.113 ANNUAL REPORT FOR 

SECRETARY OF STATE, 
1. Each cooperative authorized to transact business in 

this state shall deliver to the secretary of state for filing 
an annual report that seta forth all of the followinqt 

a. The name of the cooperative. 
b. The address of its reqistercd office and the name of 

its registered aqent at that office in this state, together 

with the consent of any new registered agent. 
c. ~he address of ita principal office. 
d. ~he names and addr~aees o( the president, secretary, 

treasurer, 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 i& 
due. The report shall be executed on behalf of the 
cooperative and alqned as provided in Bectlon 501.105 or by 

•ny other person authorized by the board of directors of the 

cooperative. 
J. 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. Subsequent annual reports nust be 
delivered to the secretary of state between January 1 and 
April 1 of the following calendar years. A filing £ee for the 

annual report shall be deter~lned by the secretary of state. 
4. rf an annual report does not contain the information 

required by thl& section, the secretary of state shall 
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prot::tptly notify the reporting cooperative in writing and 

return the report to the cooperative for correction. 

5. The secretary of state rnay provide for the change of 
registered office or registered agent on the form prescribed 

by the secretary ot 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 information required by this section but 
otherwise meets the requirenents of section SOl.l06 for the 
purpoBe of changing the registered office or registered aQent, 
the secretary of at.He shall flle the otaterr.ent of chanqe of 

registered office or registered aqent, effactive aa provided 

in section SQl,lOS, before returninq the biennial report to 
the cooperative as provided in this section. A statement of 

chanqe of re~ister~d office or agent pursuant to this 
subsection shall be executed by a person authorized to execute 

the annual report. 
DIVISION Vrt [ 

DISSOLUTION 

PART A 

GEN&RAL 

Sec. 51, NEW SECTION. 501.801 DISSOLUTION BY ORGANIZERS 

OR [NITIAI, DIRECTORS, 

A majority of the organizer& or initial directors of a 
cooperative that has not isaued intereats or has not corr.menced 

business may diaaolve the cooperative by delivering to the 
secretary of state for filinq articles of dissolution that set 

forth all of the following: 
1. The name oE the cooperative. 
2. The date of its organization. 

3. Either of the following: 
a. That none of the cooperative's interests have bean 

issued. 
b. 'rhllt the cooperative haa not corrunenced business. 
4. That no debt of the cooperative remains unpaid. 
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5. That the net assets of the cooperative rcma.ininq after 
winding up have been distributed in accordance with this 

chapter and the articles of asaoclation of the cooperative. 
6. 'l·hat a tr'ajority of the organizers 01· initial directors 

authorized the dissolution. 
See. 52. NEW SECTION. 501,802 OISSOI,UTION B\' BOARD OF 

DIRECTORS ANO ~EMBERS. 

1. A cooperative's board of directors ~ay propose 
dissolution for sub~ission to tho menbers. 

2. For a proposal to diGsolve to be adopted both of the 

following must applys 
a. The board of directors must recommend dissolution to 

the m•rnbers unless tho board of directors determines that 
because of conflict of interest or other Dpecial circumGtances 
it should make no recommendat1on and co~.municatee the basia 
for its determination to the members. 

b, The mem.bere entitled to vote must approve the proposal 

to dissolve as provided in subsection 5. 

3. The board of directors may condition its sub~isaion of 

the proposal for dissolution on any basis. 
4. The cooperative shall notify each member of a meetinq 

to consider dissolution in accordance with section 501,302. 

The notice muat also state that the purpose, or one of the 

purposes, of the ~eetinq ia to consider dissolvin9 tne 

cooperative, 
5. Unless the articles of association or the board of 

directors actinq pursuant to subsection l require a greater 

vote or a vote by votlng 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 SBCTION. 501.803 ARTlCLES OF DISSOLUTlON. 

1. At any time after dissolution ls authorized, the 

cooperative may dissolve by delivering to the secretary of 
state for filing articles of dissolution settinq forth all of 

the follo.,..1ng: 
a. The name of the cooperative. 
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b. The date diasoh1tion \~aa. authorhed. 
c. H dissolution was approved by tne !f.enbers, both of the 

followin<JI: 
(1) The nu~ber of votes entitled to be cast on the 

proposal to dissolve. 
(2) Either the total number of votes cast for and aqainst 

dissolution or the total numbttr of undisputed votes cast for 
dlaeolution and a statelt'.ent that the nurober cast for 
dissolution was sufficient for approval. 

2. A cooperative is dissolved upon the effective date of 

itA articles of dissolution. 
Sec. 54. NEW SECTION. 501.804 REVOCATION OF DISSOLU~ION. 
1. A cooperative may revoke its dissolution within one 

hundred twenty days of the effective date of tne dissolution. 
2. Revocation of dissolution must be authoriaed in the 

same ~anner as the dissolution was authorized unless that 
authori%ation permitted revocation by action of the board of 
directors alone, in which event the board of directors may 

revoke the dissolution without member action. 
J, After the revocation of dissolution ia authorized, the 

cooperative may revoke the dissolution by delivering to the 
aecretary of state for filing articles of revocation of 

dissolution, toqether with a copy of its articles of 
dissolution, that aet forth all of the followinqt 

a. The name of the cooperative. 
b. The effective date of the dissolution that waa revoked. 
c. The date that the revocation of dis9olution waa 

authorized. 
d. If the cooperative's board of directors or organizers 

revoked the dissolution, a atat&ment to that effect. 
e. J! the cooperative's board of directors revoked a 

dissolution authorized by the membora, a statement that 
revocation was permitted. by action by the board of directors 

alone pursuant to that authorization. 
f. If member action was required to revoke the 

dissolution, the information required by section 501.603, 

suboection 1, paraqrapl"' "c'•. 
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4. Revocation of dissolution ia effective upon the 
effective date of the articles of revocation of dissolution. 

S. When the revocation of dissolution io effective, it 

relates back to and takes effect as of the effective date of 
the dissolution as if the dissolution had never occurred. 

Sec. S5. new SECTION. 501.805 EP'FRCT OF DISSOLUTION. 
1. A diaaolved cooperative continues its existence but 

shall not carry on any business except that appropriate to 
wind up and liquidate its business and affairs, including any 

of the following! 
a. Collecting ita assets. 
b. Disposing of ita properties that ~ill not be 

distributed in kind in accordance with this chapter and the 

cooperative's articles of association. 
c. Discharging or making provision for dlschargin9 ito 

liabilities. 
d. Distributing itD remaining property in accordance with 

this chapter and the cooperative's articles of association. 
e. Doing every other act necessary to wind up and 

liquidate ita busineaa and affairs. 
2. Dissolution of a cooperative does not do any of the 

followinqt 
a. Transfer title to the cooperative's property. 
b. Prevent transfer of its interest&, although the 

authorization to disoolve may provide for closinq the 

cooperative's intereat transfer recorda. 
c. Subject its directors or officers to standards of 

conduct different from those preacribed in oection 501.406. 
d. Change quoru~ or voting requirements for its board of 

directore or ~embera1 change provision• for selection, 
resignation, or removal of its directora or officers or both: 

or chanqe provisions for amendinq its bylaws. 
e. Prevent commencP.~ent of a proceeding by or aqainst the 

cooperative in its name. 
f. Abate or suspend a proceeding pending by or against the 

cooperative on the effective date of dissolution. 
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q. Terminate the authority of the reglatered aqent of the 

cooperative. 
Sec. 56. NEW SECTION. 501.6Q5A OISTRIBUTJON OF ASSETS. 

Upon the cooperative's d1ssolut1on, the cooperative's 
assets shall firet be used to pay expenees necessary to carry 

out the dissolution and liquldation of assets, thon be used to 
pay the cooperative's obligations other than the payment of 
deferred patronage or interests ieaund as deferred patronage, 

4nd the renainder shall be paid in the manner oct forth 1n the 

cooperative's articles of association. 
Sec. 57. N£W SECTION. 501.806 KNOWN C~AIMS AGAINST 

DISSOLVED COOPERATIVE, 
1. A dissolved cooperative may dl&pose o! the known claina 

a.9ai.net it by foHo·.dn9 the procedure described in this 

section, 
2. The dissolved cooperative shall notify its known 

claimants ln writing of the diasoluUon at any time after the 
effective date of the dissolution. The written notice muat do 

all of the followinq: 
a. Describe information that must be included in a claln. 

b. Provide a mail1ng 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 wh1ch the dissolved cooperative must receive the 

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

the deadline. 
3. A clail:'l against the dissolved cooperative is barred lf 

either of the following occur: 
a. A claimant who was given written not1ce under 

subsection 2 does not deliver the clai~ to the dissolved 

cooperative by the deadline. 
b. A claimant whoee clai~ wao rejected by the dissolved 

cooperative does not commence a proceedinq to enforce the 
claim within ninety days from the ef!ectlve date of the 

rejection not\ce. 
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4. for purposes o! thia section, "claim'' does not include 

a contingent liability or a clain baaed on an event occurring 

after the effective date of dissolution. 
Sec. 58. NEW SECTION. S01.807 UNKNOWN CLAIMS AGAINST 

DISSOLVED COOPERATIVE. 
l. A dissolved cooperative r.~ay alae publish notice of its 

dissolution and request that persona with claims aqainsl the 

cooperative present them in accordance with the notice. 
2, The notice ~ust meet all of the following requirements: 

a. Be published one time i.n a newspaper of qeneral 
circulation in the county where the diaaolved cooperative's 

principal office or, if not in this etate, ita registered 

office is or was last located. 
b. Describe the information that must be included in a 

claim and provide a mailinq address where the claim may be 

sent. 
c. State that a claim against the cooperative will be 

barred unless a proceedinq to enforce the claim is co~~enced 

within five years after the publication of the notice. 
3. If the dissolved cooperat1ve publishes a ncwnpaper 

notice in accordance with subsection 2, the cla1m of each of 

the following claimants ia barred unless the claimant 
commences a proceeding to enforce the claim against the 
dissolved cooperative w1thin five years after the publication 

date of tho newspaper notice1 
a. A claimant who did not receive written notice under 

section 5-01.806. 
b. A clai(['lent whose claim waa tlrr.ely sent. to the dissolved 

cooperative but not acted on. 
c. A claimant whose claim is contingent or based on an 

event occurrinq after the effective date of dissolution. 
4. 1\ claim ~ay be enforced under thiB section in either of 

the following ways: 
a. Against the dissolved cooperative, to the extent o! its 

undistributed assets. 
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b. lf the assets have been distributed in liquidation, 
against an lntereat holder of the dissolved cooperative to the 
~xtent of the interest holder's pro rata ahare of the claim or 
the cooperative assets distributed to the interest holder in 
liquidation, ~hichever i~ less, but an interest holder's total 

liability for all elaine under this section shall not exceed 
the total anount of aasets diatributed to the interest holder 
in liquidation. 

PART B 

ADMINISTRATIVE DISSOLUTION 

Sec. 59. NEW SECTION. S()l.8ll GROUUD8 fOR ADHINISTRA'l'IVE 

OISSOLU'l'ION. 
The secretary of state may commence a proceeding under 

tection 501.812 to administratively dissolve a cooperative if 
•ny of the following apply: 

1. The cooperative has not delivered an annual r&port to 
the secretary of state in a form that meets the requirements 
of section S01.713, within sixty days after it is due, or has 
not paid the !iling fee as determined by the secretary of 
ttate, within sixty days after it is due. 

2. The cooperative ie without a registered agent or 
registered office 1n this state for sixty daya or more. 

3. ~he cooperative does not notify the secretary of state 
within sixty days that its registered agent or re9istered 
office has been changed, that lte reqiatered agent has 
resigned, or that its registered office has been discontinued, 

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

Sec, 60. NBW SECTION. 501.812 PROCEDURE FOR AND EFFECT 

OF ADMINISTRATIVE DISSOLUTION. 
1, If the secretary of atate determines that one or more 

grounds exlst under section 501.811 for dissolving a 
cooperative, the secretary of atate shall aerve the 
cooperative with written notice of the secretary of state's 
determination under section 501.106. 
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2, If the cooperative does not correct each ground for 
dissolution or demonstrate to the reasonable sati~laction of 
the secretary of state that each ground determined by the 
secretary of state does not exiot within sixty days after 
service of the notice is perfected under section 501.106, the 
secretary of state shall administratively dissolve the 
cooperative by siqning a certificate or dissolution that 
recites the ground or grounds for dissolution at\d its 
effective date. ~he secretary of state shall file the 
ori9inal of the certificate and serve a copy on the 

cooperative under section 501.106. 
J, A cooperative administratively dissolved continuea ito 

existence but shall not carry on any business except that 
necessary to wind up and liquidate its business and affairs 
under section SOl.SOS. and notify claimants under sections 

501.806 and 501.807. 
4. The administrative dissolution of a cooperative does 

not terminate the authority of ita registered agent~ 
5. The secretary of atate'a administrative dissolution of 

a cooperative pursuant to thla aection appoints the secretary 
ot state the cooperative's agent for service of proceae in any 
proceeding based on a cause of action which arose durinq 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 REINS7AT£MENT ~LLOWING 

ADMINISTRATIVE DISSOLUTION. 
1. A cooperative administratively dissolved under section 

501.812 may apply to the secretary of atate for reinstatement 
within two years after the effective date of dissolution. The 
application must meet all of the following requirements: 



• 
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a. Recite the name of the cooperative at ita date of 
dissolution and the effective date of ita adrnlnistratlve 

dissolution. 
b. State that the ground or groundo for dlssolution have 

been eliminated. 
c. State a naMe that satisfies the requirements of section 

SOl.lO<l. 

d. State the federal tax identification number of the 

cooperative. 
2. a. The aecretary of statP. shall refer the federal tax 

identification number contained in the application for 
reinstate11ent to the department of revenue and finance. The 

department of revenue and finance shall report to the 
secretary of state the ta~ status of the cooperative. I! the 

department reports to the secretary of state that a filing 
delinquency or liability exiata against the cooperative, the 

~ecretary of state &hall not cancel the certificate of 
disoolutlon until the filing delinquency or liability is 

aat iefied. 
b. If the secretary of state determines that the 

application contains the information required by subsection 1, 
and that a delinquency or liability reported pursuant to 

paragraph "a" haa been satisfied, and that the informalion is 
correct, the secretary of state ahall cancel the certi icate 
of dlasolutlon and prepare a c~rtificate of reinatate~ent that 

recites the secretary of state's determination and the 
effective date of reinstatemP.nt, file the original of the 
certificate, and serve a copy on the cooperative under section 

~01.106. If the name of the cooperative as provided in 
eubsect1on 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 aasociation 

insofar as it pertains to the name. 
3. When the rei.nstaterr,ent ia effecti.ve, it relates back to 

and takes ettect as of the effective date of the 
administrative dissolution aa if the administrative 

dissolution had never occurred. 
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Sec. 62. NE~ SECTION. 501.814 APPEAL FRO~ DENIAL OF 

REINSTATEMl-:N'r, 
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 aectlon 501,106 with a written notice that 

explains the reason or reasons for denial. 
2. The cooperative rnay appeal the donial of roinotatement 

to the district court within thirty days after service of the 

notice of denial is perfected. The cooperative appeal& 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 aumnarily order the secretary of state to 

reinstate the dissolved cooperative or may take other action 

the court consider& appropriate. 
4. The court'e final decision may be appealed as in other 

civil proceedings. 
PART C 

JUDICIAL DISSOI,U'riON 

Sec. 63. NE" SECTION. 501.821 GROUNDS POR JUDICIAL 

01 SSOLU'riON, 
~he district court may dissolve a cooperative in any of the 

following ways1 
1, A proceeding by the attorney general, if it is 

established that either of the following apply: 
a. 'l'he cooperative obtained its arUcles of association 

through fraud. 
b. The cooperative has continued to exceed or abuse the 

authority conferred upon it by law. 
2. A proceedin<J by a member if it is established that any 

of the following conditions exist: 
a. The directora are deadlocked in the Manaqement of the 

cooperative' a affair&, the members are unable to break lhe 

deadlock, and either irreparabl~t injury to the cooperative h 

en 
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threatened or being suffered, or the business and affairs of 
the cooperative can no longer be conducted to the advantaqe of 
the interest holders ;enerally, because of the deadlock. 

b. The directors or those in control of the cooperative 
have acted, are acting, or will act ln a ~anner that is 

illegal, oppressive, or fraudulent. 
c. 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. ~he cooperativa's asaota are beinq misapplied or 

wasted. 
3. A proceeding by a creditor if it is established that 

either of the followinq apply; 
a. The creditor's claim has been reduced to judgment, the 

execution on the judqment returned unaatlsfied, and the 

cooperative 1s insolvent. 
b. The cooperative has admitted in writing that the 

creditor's claim is due and o~ing and the cooperative is 

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

dissolution continued under court supervision. 
Sec. 64. tlEW SBCTION, SOl. 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 brouqht by any other party named in 
aection S01.82l lies in the county ~here a cooperative's 
principal office or, if not in this state, ita registered 
office is or was last located, 

2. It is not necessary to make interest holders parties to 

a proceedinq to dissolve a cooperative unless relief is souqht 

against them individually. 
3. A court in a proceeding brought to dissolve a 

cooperative may iseue injunctions, appoint a receiver or 
custodian pendente lite with all powers and duties the court 
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directs, ta~e 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. 65. NBW SECTION, 501,623 RECEIVBRSIUP OR 

CUST'ODIANSHJP, 

1. A court in a judicial proceeding brought to dissolve a 
cooperative may appoint one or more receivers to wind up and 
liquidate, or one or more custodians to manage, the business 
and affairs of the cooperative. The court shall hold a 
bearing, after notlfyinq all parties to the proceeding and any 
interested persona designated by the court, before appointlnq 
a receiver or custodian. The court appolntinq a receiver or 
custodian has eKelusive jurisdiction over the cooperative and 

all ita property wherever located. 
2. ~he court may appoint an individual or a domestic or 

foreiqn corporation authorized to transact business in this 
atate as a receiver or custodian. The court may require the 
teceiver or custodian to post bond, with or without sureties, 

in an a~ount the court directs. 
3. The court shall describe the powers and dutiea of the 

receiver or custodian in its appointinq order, which ~ay be 

amended from th.e to time. 
a. Amonq other powers, the receiver may do any of the 

followin;: 
(ll Dispose of all or any part of the assets of the 

cooperative wherever located, at a public or private sale, 1f 

•uthorized 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 po~era of the 

cooperative, through or in place of its board of directors or 
officers, to the extent necessary to manage the affaire of the 
cooperative in the beat interests of its interest holders and 

crcdi tore. 
4. The court durinq a receivership May redesignate the 

receiver a custodian, and· during a custodianship may 
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redesignate the custodian a receiver, it doin9 so is in the 
best intcrest.a o! the cooperative, ita interest holders, and 

creditors. 
5. 'l'he court from time to tlr.e durln9 the receivership or 

custodianship may order compensation paid and expense 
disbursements or reimbursements nade to the receiver or 

custodian and the receiver's or custodian's counsel from the 
assets of the cooperative. or proceeds hom the sale of the 

as !lets. 
Sec. 66. NEW SECTION. 501.824 DECREE OF DISSOI.UTION. 

1. lf after a hearinq the co~o~rt deternlnea that one or 

More qrounds for judicial dissolution described in section 
501.821 exist, it may enter a decree dlssolvlnq the 

cooperative and specifying the effective date of the 
dissolution, and the clerk of the district court shall dellver 
a certified copy of the decree to the secretary of state, who 

shall file it. 

2. After enterinq the decree ot diasolutlon, the court 

shall direct the wind1nq up and liquidation of the 
cooperative's business and affairs in accordance with section 
SOl.S05 and the notification of claifflante in accordance with 

!ectiona ,01.806 and 501.807. 

Sec. 67. 

7REASURRR. 

PART 0 

STA'l'E TREASURER 

NRW SECTION. 501.831 DEPOSIT HITH STATE 

Assets of a dissolved cooperative that ehould be 
tcansferred to a credltor, 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 deposited with the 

treasurer of state or other appropriate state official !or 
sa!ekeeplnq. 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, clalnant, or interest holder 

or that person's representative the a~ount. 
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sec. 68. Sections 501.107 and 501.602, Code 1997, are 
repealed. Sections 501.408 and 501.604, Code Supplement 199·1, 

are repealed. 
Sec. 69. EFPECTIVE DATE. This Acl, being deemed of 

immediate importance, takes effect upon enactment. 
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