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CH. 135CH. 135

CHAPTER 135

COOPERATIVES

H.F. 859

ANACT relating to the establishment of a formof business association referred to as a cooper-
ative, and providing for fees and tax credits, providing penalties, and providing an effec-
tive date.

Be It Enacted by the General Assembly of the State of Iowa:

DIVISION I
ENACTMENT OF IOWA COOPERATIVE ASSOCIATIONS ACT

SUBCHAPTER 1
GENERAL PROVISIONS

Section 1. NEW SECTION. 501A.101 SHORT TITLE.
This chapter shall be known and may be cited as the “Iowa Cooperative Associations Act”.

Sec. 2. NEW SECTION. 501A.102 DEFINITIONS.
As used in this chapter, unless the context otherwise requires:
1. “Address” means mailing address, including a zip code. In the case of a registered ad-

dress, the term means the mailing address and the actual office location, which shall not be
a post office box.
2. “Alternative ballot” means a method of voting for a candidate or issue prescribed by the

board in advance of the vote, andmay include votingby electronic, telephonic, internet, or oth-
er means that reasonably allow members the opportunity to vote.
3. “Articles” means the articles of organization of a cooperative as originally filed or subse-

quently amended as provided in this chapter.
4. “Association” means a business entity on a cooperative plan and organized under the

laws of this state or another state or that is chartered to conduct business under the laws of
another state.
5. “Board” means the board of directors of a cooperative.
6. “Business entity” means a person organized under statute or common law in this state or

another jurisdiction for purposes of engaging in a commercial activity on a profit, cooperative,
or not-for-profit basis, including but not limited to a corporation or entity taxed as a corpora-
tion under the Internal RevenueCode, nonprofit corporation, cooperative or cooperative asso-
ciation, partnership, limited partnership, limited liability company, limited liability partner-
ship, investment company, joint stock company, joint stock association, or trust, including but
not limited to a business trust.
7. “Cooperative” means a business association organized under this chapter.
8. “Crop” means a plant used for food, animal feed, fiber, or oil, if the plant is classified as

a forage or cereal plant, including but not limited to alfalfa, barley, buckwheat, corn, flax, for-
age, millet, oats, popcorn, rye, sorghum, soybeans, sunflowers, wheat, and grasses used for
forage or silage.
9. “Domestic business entity”meansabusiness entity organizedunder the lawsof this state,

including but not limited to a corporation organized pursuant to chapter 490; a nonprofit cor-
poration organized under chapter 504; a limited liability company as defined in section
490A.102; a partnership, limited partnership, limited liability partnership, or limited liability
limited partnership as provided in chapter 486A, 487, or 488; or a cooperative association or
other cooperative organized under this chapter or chapter 497, 498, 499, or 501.
10. “Domestic cooperative”meansa cooperative associationorother cooperativeorganized

under this chapter or chapter 497, 498, 499, or 501.
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11. “Foreign business entity” means a business entity that is not a domestic business entity.
12. “Foreign cooperative” means a foreign business entity organized to conduct business

consistent with this chapter or chapter 497, 498, or 499.
13. “Iowa limited liability company”means a limited liability company governed by chapter

490A.
14. “Livestock” means the same as defined in section 717.1.
15. “Member”means a person or entity reflected on the books of a cooperative as the owner

of governance rights of amembership interest of the cooperative and includes patron andnon-
patron members.
16. “Member control agreement” means an instrument which controls the investment or

governanceof nonpatronmembers,whichmaybe executedby theboard andoneormorenon-
patron members and which may provide for their individual or collective rights to elect direc-
tors or to participate in the distribution or allocation of profits or losses.
17. “Membership interest”means amember’s interest in a cooperative consisting of amem-

ber’s financial rights, a member’s right to assign financial rights, a member’s governance
rights, and amember’s right to assign governance rights. “Membership interest” includes pa-
tron membership interests and nonpatron membership interests.
18. “Members’ meeting” means a regular or special members’ meeting.
19. “Nonpatron member” means a member who holds a nonpatron membership interest.
20. “Nonpatron membership interest” means a membership interest that does not require

the holder to conduct patronage for or with the cooperative to receive financial rights or dis-
tributions.
21. “Patron”meansapersonor entitywhoconducts patronagewith the cooperative, regard-

less of whether the person is a member.
22. “Patronage” means business, transactions, or services done for or with the cooperative

as defined by the cooperative.
23. “Patron member” means a member holding a patron membership interest.
24. “Patron membership interest” means the membership interest requiring the holder to

conduct patronage for orwith the cooperative, as specified by the cooperative to receive finan-
cial rights or distributions.
25. “Secretary” means the secretary of state.
26. “Traditional cooperative”means a cooperative or cooperative association organizedun-

der chapter 497, 498, 499, or 501.

Sec. 3. NEW SECTION. 501A.103 REQUIREMENTS FOR DOCUMENTS — FILING
AND SIGNATURES.
A document is signed when a person has written on a document. A person authorized to do

so by this chapter, the articles or bylaws, or by a resolution approved by the directors or the
members must sign the document. A signature on a document may be a facsimile affixed, en-
graved, printed, placed, stampedwith indelible ink, transmitted by facsimile or electronically,
or in any other manner reproduced on the document.

SUBCHAPTER 2
FILING
PART A

GENERAL REQUIREMENTS

Sec. 4. NEW SECTION. 501A.201 GENERAL FILING REQUIREMENTS.
1. A document must satisfy the requirements of this section, and of any other section that

adds to or varies these requirements, to be entitled to filing.
2. The documentmust be one that this chapter requires or permits to be filedwith the secre-

tary.
3. Thedocumentmust contain the information requiredby this chapter. Thedocumentmay

contain other information as well.
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4. The document must be typewritten or printed. The typewritten or printed portion shall
be in black ink. Manually signed photocopies, or other reproduced copies, including facsimi-
les andother electronically or computer-generated copies of typewrittenorprinteddocuments
may be filed.
5. The documentmust be in the English language. A cooperative’s name need not be in En-

glish if written in English letters or Arabic or Roman numerals. The articles, duly authenti-
cated by the official having custody of the applicable records in the state or country under
whose law the cooperative is formed, which are required of cooperatives, need not be in En-
glish if accompanied by a reasonably authenticated English translation.
6. The document must be executed by one of the following persons:
a. An officer of the cooperative, or if no officer has been selected, by any patron member

of the cooperative.
b. If the cooperative has not been organized, by the organizers of the cooperative as pro-

vided in subchapter 5.
c. If the cooperative is in the hands of a receiver, trustee, or other court-appointed fiduciary,

that fiduciary.
7. The person executing the document shall sign the document and state beneath or oppo-

site the person’s signature, the person’s name, and the capacity in which the person signs.
8. If, pursuant to any provision of this chapter, the secretary has prescribed a mandatory

form for the document, the document shall be in or on the prescribed form.
9. The document must be delivered to the secretary for filing and must be accompanied by

the correct filing fee as provided in this subchapter.

Sec. 5. NEW SECTION. 501A.202 FILING DUTY OF SECRETARY OF STATE.
1. If a document delivered to the secretary for filing satisfies the requirements of section

501A.201, the secretary shall file it and issue any necessary certificate.
2. The secretary files a document by recording it as filed on the date and at the time of re-

ceipt. After filing a document, and except as provided in section 501A.204, the secretary shall
deliver the document, and an acknowledgement of the date and time of filing to the domestic
cooperative or foreign cooperative or its representative.
3. If the secretary refuses to file a document, the secretary shall return it to the domestic co-

operative or foreign cooperative or its representative within ten days after the document was
received by the secretary, togetherwith a brief, written explanation of the reason for the refus-
al.
4. The secretary’s duty to file documents under this section isministerial. Filing or refusing

to file a document does not do any of the following:
a. Affect the validity or invalidity of the document in whole or in part.
b. Relate to the correctness or incorrectness of information contained in the document.
c. Create a presumption that the document is valid or invalid or that information contained

in the document is correct or incorrect.

Sec. 6. NEW SECTION. 501A.203 EFFECTIVE TIME AND DATE OF DOCUMENTS.
1. Except as provided in subsection 2 and section 501A.204, subsection 3, a document ac-

cepted for filing is effective at the later of the following times:
a. At the time of filing on the date the document is filed, as evidenced by the secretary’s date

and time endorsement on the original document.
b. At the time specified in the document as its effective time on the date the document is

filed.
2. A document may specify a delayed effective time and date, and if the document does so,

the document becomes effective at the time and date specified. If a delayed effective date but
no time is specified, the document is effective at the close of business on that date. A delayed
effective date for a document shall not be later than the ninetieth day after the date the docu-
ment is filed.
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Sec. 7. NEW SECTION. 501A.204 CORRECTING FILED DOCUMENTS.
1. A domestic cooperative or foreign cooperativemay correct a document filed by the secre-

tary if the document satisfies any of the following requirements:
a. Contains an incorrect statement.
b. Was defectively executed, attested, sealed, verified, or acknowledged.
2. A document is corrected by complying with all of the following:
a. By preparing articles of correction that satisfy all of the following requirements:
(1) Describe the document, including its filing date, or attach a copy of the document to the

articles.
(2) Specify the incorrect statement and the reason the statement is incorrect or themanner

in which the execution was defective.
(3) Correct the incorrect statement or defective execution.
b. By delivering the articles of correction to the secretary for filing.
3. Articles of correction are effective on the effective date of the document the articles cor-

rect, except as to persons relying on the uncorrected document and adversely affected by the
correction. As to those persons, articles of correction are effective when filed.

Sec. 8. NEW SECTION. 501A.205 FEES.
1. The secretary shall collect the following fees when documents described in this subsec-

tion are delivered to the secretary’s office for filing:
a. Articles of organization $ 50. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
b. Application for use of indistinguishable name $ 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
c. Application for reserved name $ 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
d. Notice of transfer of reserved name $ 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
e. Application for registered name per month

or part thereof $ 2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
f. Application for renewal of registered name $ 20. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
g. Statement of change of registered agent or

registered office or both No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
h. Agent’s statement of change of registered

office for each affected cooperative No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
i. Agent’s statement of resignation No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
j. Amendment of articles of organization $ 50. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
k. Restatement of articles of organization with

amendment of articles $ 50. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
l. Articles of merger $ 50. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
m. Articles of dissolution $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
n. Articles of revocation of dissolution $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
o. Certificate of administrative dissolution No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
p. Application for reinstatement following

administrative dissolution $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
q. Certificate of reinstatement No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
r. Certificate of judicial dissolution No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
s. Application for certificate of authority $ 100. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
t. Application for amended certificate of authority $ 100. . . . . . . . . . . . . . . . . . . . . . . . . . . .
u. Application for certificate of cancellation $ 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
v. Certificate of revocation of authority to transact

business No fee. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
w. Articles of correction $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
x. Application for certificate of existence or

authorization $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
y. Any other document required or permitted to

be filed by this chapter $ 5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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2. The secretary shall collect a fee of five dollars each timeprocess is served on the secretary
under this chapter. The party to a proceeding causing service of process is entitled to recover
this fee as costs if the party prevails in the proceeding.
3. The secretary shall collect the following fees for copying and certifying the copy of any

filed document relating to a domestic cooperative or foreign cooperative:
a. One dollar a page for copying.
b. Five dollars for the certificate.

Sec. 9. NEW SECTION. 501A.206 FORMS.
1. The secretary may prescribe and furnish on request forms, including but not limited to

the following:
a. An application for a certificate of existence.
b. A foreign cooperative’s application for a certificate of authority to transact business in

this state.
c. A foreign cooperative’s application for a certificate of withdrawal.
If the secretary so requires, use of these listed forms prescribed by the secretary ismandato-

ry.
2. The secretarymay prescribe and furnish on request forms, for other documents required

or permitted to be filed by this chapter but their use is not mandatory.

Sec. 10. NEW SECTION. 501A.207 APPEAL FROM SECRETARY OF STATE’S RE-
FUSAL TO FILE DOCUMENT.
1. If the secretary refuses to file a document delivered to the secretary’s office for filing, the

domestic cooperative or foreign cooperative may appeal the refusal, within thirty days after
the return of the document, to the district court for the county in which the cooperative’s prin-
cipal office or, if none in this state, where its registered office is or will be located. The appeal
is commenced by petitioning the court to compel filing the document and by attaching to the
petition the document and the secretary’s explanation of the refusal to file.
2. The court may summarily order the secretary to file the document or take other action

the court considers appropriate.
3. The court’s final decision may be appealed as in other civil proceedings.

Sec. 11. NEW SECTION. 501A.208 EVIDENTIARY EFFECT OF COPY OF FILED DOC-
UMENT.
A certificate attached to a copy of a document filed by the secretary, bearing the secretary’s

signature, whichmay be in facsimile, and the seal of the secretary, is conclusive evidence that
the original document is on file with the secretary.

Sec. 12. NEW SECTION. 501A.209 CERTIFICATE OF EXISTENCE.
1. Anyone may apply to the secretary to furnish a certificate of existence for a domestic co-

operative or a certificate of authorization for a foreign cooperative.
2. A certificate of existence or certificate of authorizationmust set forth all of the following:
a. The domestic cooperative’s name or the foreign cooperative’s name used in this state.
b. That one of the following applies:
(1) If it is a domestic cooperative, that it is duly organizedunder the lawof this state, thedate

of its organization, and the period of its duration.
(2) If it is a foreign cooperative, that it is authorized to transact business in this state.
c. That all fees required by this subchapter have been paid.
d. If it is a domestic cooperative, that articles of dissolution have not been filed.
e. Other facts of record in the office of the secretary that may be requested by the applicant.
3. Subject to anyqualification stated in the certificate, a certificate of existenceor certificate

of authorization issued by the secretary may be relied upon as conclusive evidence that the
domestic cooperative or foreign cooperative is in existence or is authorized to transact busi-
ness in this state.
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Sec. 13. NEW SECTION. 501A.210 PENALTY FOR SIGNING FALSE DOCUMENT.
1. A person commits an offense if that person signs a document the person knows is false

in any material respect with intent that the document be delivered to the secretary for filing.
2. An offense under this section is a serious misdemeanor punishable by a fine of not to ex-

ceed one thousand dollars.

Sec. 14. NEW SECTION. 501A.211 SECRETARY OF STATE — POWERS.
The secretary has the power reasonably necessary to perform the duties required of the sec-

retary by this chapter.

PART B
FOREIGN COOPERATIVES

Sec. 15. NEW SECTION. 501A.221 CERTIFICATE OF AUTHORITY.
A foreign cooperativemayapply for a certificateof authority to transact business in this state

by delivering an application to the secretary for filing. An application for registration as a for-
eign cooperative shall set forth all of the following:
1. The name of the foreign cooperative and, if different, the name under which the foreign

cooperative proposes to register and transact business in this state.
2. The state or other jurisdiction in which the foreign cooperative was formed and the date

of its formation.
3. The street address of the registered office of the foreign cooperative in this state and the

name of the registered agent at the office.
4. The address of the principal office, which is the office where the principal executive of-

fices are located.
5. A certificate of existence or a document of similar import duly authenticated by the prop-

er office of the state or other jurisdiction of its formation which is dated no earlier than ninety
days prior to the date that the application is filed with the secretary.

Sec. 16. NEW SECTION. 501A.222 CANCELLATION OF CERTIFICATE OF AUTHOR-
ITY.
1. A foreign cooperativemay cancel its certificate of authority by delivering to the secretary

for filing a certificate of cancellation which shall set forth all of the following:
a. The name of the foreign cooperative and the name of the state or other jurisdiction under

whose jurisdiction the foreign cooperative was formed.
b. That the foreign cooperative is not transacting business in this state and that the foreign

cooperative surrenders its registration to transact business in this state.
c. That the foreign cooperative revokes the authority of its registered agent to accept service

on its behalf and appoints the secretary as its agent for service of process in any proceeding
based on a cause of action arising during the time the foreign cooperative was authorized to
transact business in this state.
d. A mailing address to which the secretary may mail a copy of any process served on the

secretary under paragraph “c”.
e. A commitment to notify the secretary in the future of any change in the mailing address

of the foreign cooperative.
2. The certificate of authority shall be canceled upon the filing of the certificate of cancella-

tion by the secretary.

PART C
REPORTS

Sec. 17. NEW SECTION. 501A.231 BIENNIAL REPORT FOR SECRETARY OF STATE.
1. A cooperative authorized to transact business in this state shall deliver to the secretary

of state for filing a biennial report that sets forth all of the following:
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a. The name of the cooperative.
b. The address of its registered office and the name of its registered agent at that office in

this state, together with the consent of any new registered agent.
c. The address of its principal office.
d. The names and addresses of the president, secretary, treasurer, and one member of the

board of directors.
2. Information in the biennial reportmust be current as of the first day of January of the year

inwhich the report is due. The report shall be executed onbehalf of the cooperative and signed
as provided in section 501A.103 or by any other person authorized by the board of directors
of the cooperative.
3. The first biennial report shall be delivered to the secretary of state between January 1 and

April 1 of the first even-numbered year following the calendar year in which a cooperative is
organized. Subsequent biennial reports shall be delivered to the secretary of state between
January 1 andApril 1 of the following even-numbered calendar years. A filing fee for the bien-
nial report shall be determined by the secretary of state.
4. If a biennial report doesnot contain the information requiredby this section, the secretary

of state shall promptly notify the reporting cooperative in writing and return the report to the
cooperative for correction.
5. The secretary of state may provide for the change of registered office or registered agent

on the form prescribed by the secretary of state for the biennial report, provided that the form
contains the information required by section 501A.402. If the secretary of state determines
that a biennial report does not contain the information required by this section but otherwise
meets the requirements of section 501.4021 for the purpose of changing the registered office
or registered agent, the secretary of state shall file the statement of change of registered office
or registered agent, effective as provided in section 501A.203, before returning the biennial
report to the cooperative as provided in this section. A statement of change of registered office
or agent pursuant to this subsection shall be executed by a person authorized to execute the
biennial report.

SUBCHAPTER 3
NAMES

Sec. 18. NEW SECTION. 501A.301 NAME.
1. A cooperative name must contain the word “cooperative”, “coop”, or the abbreviation

“CP”.
2. Except as authorized by subsections 3 and 4, a cooperative namemust be distinguishable

upon the records of the secretary from all of the following:
a. The name of a domestic cooperative, limited liability company, limited partnership, or

corporation organized under the laws of this state or registered as a foreign cooperative, for-
eign limited liability company, foreign limited partnership, or foreign corporation in this state.
b. A name reserved in the manner provided under the laws of this state.
c. The fictitious name adopted by a foreign cooperative, foreign limited liability company,

foreign limited partnership, or foreign corporation authorized to transact business in this state
because its real name is unavailable.
d. The corporate name of a nonprofit corporation incorporated or authorized to transact

business in this state.
3. A cooperativemay apply to the secretary for authorization touse a name that is not distin-

guishable upon the secretary’s records fromone ormore of the names described in subsection
2. The secretary shall authorize use of the name applied for if one of the following conditions
applies:
a. The other entity consents to the use inwriting and submits an undertaking in a formsatis-

factory to the secretary to change the entity’s name to a name that is distinguishable upon the
records of the secretary from the name of the applying cooperative.
b. The applicant delivers to the secretary a certified copy of the final judgment of a court of

___________________

1 See chapter 179, §133 herein
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competent jurisdiction establishing the applicant’s right to use the name applied for in this
state.
4. A cooperativemay use the name, including the fictitious name, of another business entity

that is used in this state if the other business entity is formed under the laws of this state or
is authorized to transact business in this state and the proposed user cooperative meets one
of the following conditions:
a. Has merged with the other business entity.
b. Has been formed by reorganization of the other business entity.
c. Has acquired all or substantially all of the assets, including the name, of the other busi-

ness entity.
5. This chapter does not control the use of fictitious names; however, if a cooperative uses

a fictitious name in this state, the cooperative shall deliver to the secretary for filing a certified
copy of the resolution of the cooperative adopting the fictitious name.

Sec. 19. NEW SECTION. 501A.302 RESERVED NAME.
1. Apersonmay reserve the exclusive use of a cooperativename, includinga fictitiousname

for a foreign cooperativewhose cooperative name is not available, bydelivering an application
to the secretary for filing. The applicationmust set forth the nameand address of the applicant
and the nameproposed to be reserved. If the secretary finds that the cooperative nameapplied
for is available, the secretary shall reserve the name for the applicant’s exclusive use for a non-
renewable one-hundred-twenty-day period.
2. Theowner of a reserved cooperativenamemay transfer the reservation to anotherperson

by delivering to the secretary a signed notice of the transfer that states the name and address
of the transferee.

SUBCHAPTER 4
REGISTERED OFFICE AND AGENT

Sec. 20. NEW SECTION. 501A.401 REGISTERED OFFICE AND REGISTERED AGENT.
A cooperative must continuously maintain in this state each of the following:
1. A registered office that may be the same as any of its places of business.
2. A registered agent who may be any of the following:
a. An individual who is a resident of this state and whose business office is identical with

the registered office.
b. A cooperative, domestic corporation, domestic limited liability company, or not-for-

profit domestic corporation whose business office is identical with the registered office.
c. A foreign cooperative, foreign corporation, foreign limited liability company, or not-for-

profit foreign corporation authorized to transact business in this state whose business office
is identical with the registered office.

Sec. 21. NEW SECTION. 501A.402 CHANGE OF REGISTERED OFFICE OR REGIS-
TERED AGENT.
1. A cooperativemaychange its registeredofficeor registeredagent bydelivering to the sec-

retary for filing a statement of change that sets forth the following:
a. The name of the domestic cooperative or foreign cooperative.
b. If the current registered office is to be changed, the street address of the new registered

office.
c. If the current registered agent is to be changed, the name of the new registered agent and

the new agent’s written consent either on the statement or attached to the statement, to the
appointment.
d. That after the change or changes are made, the street address of its registered office and

the business office of its registered agent will be identical.
2. A statement of change shall forthwith be filed in the office of the secretary by a cooper-

ative whenever its registered agent dies, resigns, or ceases to satisfy the requirements of sec-
tion 501A.401.
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3. If a registered agent changes the registered agent’s business address to another place, the
registered agent may change the business address and the address of the registered agent by
filing a statement as required in subsection 1 for each cooperative, or a single statement for
all cooperatives named in the notice, except that the statement need be signed only by the reg-
istered agent and need not be responsive to subsection 1, paragraph “c”, and must recite that
a copy of the statement has been mailed to each cooperative named in the notice.
4. The change of address of a registered office or the change of registered agent becomes

effective upon the filing of such statement by the secretary.

Sec. 22. NEW SECTION. 501A.403 RESIGNATION OF REGISTERED AGENT — DIS-
CONTINUANCE OF REGISTERED OFFICE — STATEMENT.
1. A registered agent may resign the agent’s agency appointment by signing and delivering

to the secretary for filing an original statement of resignation. The statement may include a
statement that the registeredoffice is alsodiscontinued. The registeredagent shall sendacopy
of the statement of resignation to the registered office, if not discontinued, and to the cooper-
ative at its principal office. The agent shall certify to the secretary that the copy has been sent
to the cooperative, including the date the copy was sent.
2. The agency appointment is terminated, and the registered office discontinued if so pro-

vided, on the date on which the statement is filed by the secretary.

Sec. 23. NEW SECTION. 501A.404 SERVICE ON DOMESTIC COOPERATIVES.
1. A domestic cooperative’s registered agent is the cooperative’s agent for service of pro-

cess, notice, or demand required or permitted by law to be served on the cooperative.
2. If a cooperative has no registered agent, or the agent cannot with reasonable diligence

be served, the cooperative may be served by registered mail or certified mail, return receipt
requested, and addressed to the cooperative at its principal office. Service is perfected under
this subsection at the earliest of any of the following:
a. The date the cooperative receives the mail.
b. The date shown on the return receipt for the registered mail or certified mail, return re-

ceipt requested, if signed on behalf of the cooperative.
c. Five days after its deposit in the United States mail, as evidenced by the postmark, if

mailed postpaid and correctly addressed.
3. This section does not prescribe the only means, or necessarily the required means, of

serving a domestic cooperative or foreign cooperative.

Sec. 24. NEW SECTION. 501A.405 SERVICE ON FOREIGN COOPERATIVE.
1. The registered agent of a foreign cooperative authorized to transact business in this state

is the foreign cooperative’s agent for service of process, notice, or demand required or permit-
ted by law to be served on the foreign cooperative.
2. A foreign cooperative may be served by certified mail or restricted certified mail ad-

dressed to the foreign cooperative at its principal office shown in its application for a certificate
of authority if the foreign cooperative meets any of the following conditions:
a. Has no registered agent or its registered agent cannot with reasonable diligence be

served.
b. Has withdrawn from transacting business in this state.
c. Has had its certificate of authority revoked.
3. Service is perfected under subsection 2 at the earliest of any of the following:
a. The date the foreign cooperative receives the mail.
b. The date shown on the return receipt for the restricted certified mail, if signed on behalf

of the foreign cooperative.
c. Five days after its deposit in the United States mail, as evidenced by the postmark, if

mailed postpaid and correctly addressed.
4. A foreign cooperative may also be served in any other manner permitted by law.
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SUBCHAPTER 5
ORGANIZATION

Sec. 25. NEW SECTION. 501A.501 ORGANIZATIONAL PURPOSE.
A cooperative may be formed and organized for any lawful purpose for the benefit of its

members, including but not limited to any of the following purposes:
1. To store or market agricultural commodities, including crops and livestock.
2. To market, process, or otherwise change the form or marketability of agricultural com-

modities. The cooperativemayprovide for themanufacturingor processingof those commod-
ities into products.
3. To accomplish other purposes that are necessary or convenient to facilitate the produc-

tion or marketing of agricultural commodities or agricultural products by patron members,
other patrons, and other persons, and for other purposes that are related to the business of the
cooperative.
4. Toprovideproducts, supplies, and services to its patronmembers, other patrons, andoth-

ers.
5. For any other purpose that a cooperative is authorized by law under chapter 499 or 501.

Sec. 26. NEW SECTION. 501A.502 ORGANIZERS.
1. QUALIFICATION. A cooperativemay be organized by one ormore organizerswho shall

be adult natural persons, and who may act for themselves as individuals or as the agents of
other entities. The organizers forming the cooperative need not be members of the cooper-
ative.
2. ROLEOFORGANIZERS. If the first board of directors is not named in the articles of or-

ganization, the organizersmay elect the first board ormay act as directors with all of the pow-
ers, rights, duties, and liabilities of directors, until directors are elected or until a contribution
is accepted, whichever occurs first.
3. MEETING. After the filing of articles of organization, the organizers or the directors

named in the articles of organization shall either hold an organizational meeting at the call of
a majority of the organizers or of the directors named in the articles, or take written action for
the purposes of transacting business and taking actions necessary or appropriate to complete
the organization of the cooperative, including but not limited to all of the following:
a. Amending the articles.
b. Electing directors.
c. Adopting bylaws.
d. Authorizing or ratifying the purchase, lease, or other acquisition of suitable space, furni-

ture, furnishings, supplies, or materials.
e. Adopting a fiscal year.
f. Contracting to receive and accept contributions.
g. Making appropriate tax elections.
If a meeting is held, the person or persons calling the meeting shall give at least three days’

notice of the meeting to each organizer or director named, stating the date, time, and place of
the meeting. Organizers and directors may waive notice of an organizational meeting in the
same manner that a director may waive notice of meetings of the board.

Sec. 27. NEW SECTION. 501A.503 ARTICLES OF ORGANIZATION.
1. a. The articles of organization for the cooperative shall include all of the following:
(1) The name of the cooperative.
(2) The purpose of the cooperative.
(3) The name and address of each organizer.
(4) The period of duration for the cooperative, if the duration is not to be perpetual.
(5) The street address of the cooperative’s initial registered office and the name of its regis-

tered agent at that office.
b. The articles may contain any other lawful provision.
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2. EFFECTOF FILING. When the articles of organization or an application for a certificate
of authority has been filed pursuant to subchapter 2 and the required fee has been paid to the
secretary under section 501A.205, all of the following shall be presumed:
a. All conditions precedent that are required to be performed by the organizers have been

complied with.
b. The organization of the cooperative has been organized under the laws of this state as a

separate legal entity.
c. The secretary shall issue an acknowledgment to the cooperative.

Sec. 28. NEW SECTION. 501A.504 AMENDMENT OF ARTICLES.
1. a. The articles of organization of a cooperative shall be amended only as follows:
(1) The board, by majority vote, must pass a resolution stating the text of the proposed

amendment. The text of the proposed amendment and an attached mail or alternative ballot,
if the board has provided for amail or alternative ballot in the resolution or alternativemethod
approved by the board and stated in the resolution, shall be mailed or otherwise distributed
with a regular or special meeting notice to each member. The notice shall designate the time
and place of the meeting for the proposed amendment to be considered and voted on.
(2) If a quorum of the members is registered as being present or represented by alternative

vote at the meeting, the proposed amendment is adopted if any of the following occurs:
(a) If approved by a majority of the votes cast.
(b) For a cooperativewith articles or bylaws requiringmore thanmajority approval or other

conditions for approval, the amendment is approvedbyaproportion of the votes cast or anum-
ber of total members as required by the articles or bylaws and the conditions for approval in
the articles or bylaws have been satisfied.
b. After an amendment has been adopted by the members, the amendment must be signed

by the chairperson, vice chairperson, records officer, or assistant records officer and a copy
of the amendment filed in the office of the secretary.
2. CERTIFIED STATEMENT.
a. The board shall prepare a certified statement affirming that all of the following are true:
(1) The vote and meeting of the board adopting a resolution of the proposed amendment.
(2) The notice given to members of the meeting at which the amendment was adopted.
(3) The quorum registered at the meeting.
(4) The vote cast adopting the amendment.
b. The certified statement shall be signed by the chairperson, vice chairperson, records offi-

cer, or financial officer and filed with the records of the cooperative.
3. AMENDMENT BY DIRECTORS. A majority of directors may amend the articles if the

cooperative does not have any members with voting rights.
4. FILING. An amendment of the articles shall be filedwith the secretary as required in sec-

tion 501A.503. The amendment is effective as provided in subchapter 2. After an amendment
to the articles of organization has been adopted and approved in the manner required by this
chapter and by the articles of organization, the cooperative shall deliver to the secretary of
state for filing articles of amendment which shall set forth all of the following:
a. The name of the cooperative.
b. The text of each amendment adopted.
c. The date of each amendment’s adoption.
d. If the amendment was adopted by the directors ormembers and that members’ adoption

was not required.
e. If an amendment required adoption by the members, a statement that the amendment

was duly adopted by the members in the manner required by this chapter and by the articles
of organization.

Sec. 29. NEW SECTION. 501A.505 EXISTENCE.
1. COMMENCEMENT. The existence of a cooperative shall commence on or after the fil-

ing of articles of organization as provided in section 501A.503.
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2. DURATION. A cooperative shall have a perpetual duration unless the cooperative pro-
vides for a limited period of duration in the articles or the cooperative is dissolved as provided
in subchapter 12.

Sec. 30. NEW SECTION. 501A.506 BYLAWS.
1. REQUIRED. A cooperative shall have bylaws governing the cooperative’s business af-

fairs, structure, the qualifications, classification, rights and obligations of members, and the
classifications, allocations, and distributions of membership interests, which are not other-
wise provided in the articles or by this chapter.
2. CONTENTS.
a. If not stated in the articles, a cooperative’s bylaws must state all of the following:
(1) The purpose of the cooperative.
(2) The capital structure of the cooperative to the extent not stated in the articles, including

a statement of the classes and relative rights, preferences, and restrictions granted to or im-
posed upon each class ofmember interests, the rights to share in profits or distributions of the
cooperative, and the authority to issue membership interests, which may be designated to be
determined by the board.
(3) A provision designating the voting and governance rights, to the extent not stated in the

articles, including which membership interests have voting power and any limitations or re-
strictions on the votingpower,which shall be in accordancewith theprovisionsof this chapter.
(4) A statement that patron membership interests with voting power shall be restricted to

one vote for each member regardless of the amount of patron membership interests held in
the affairs of the cooperative or a statement describing the allocation of voting power allocated
as prescribed in this chapter.
(5) A statement that membership interests held by amember are transferable only with the

approval of the board or as provided in the bylaws.
(6) If nonpatron membership interests are authorized, all of the following:
(a) A statement as to how profits and losses will be allocated and cash will be distributed

between patron membership interests collectively and nonpatron membership interests col-
lectively to the extent not stated in the articles.
(b) A statement that net income allocated to a patron membership interest as determined

by the board in excess of dividends and additions to reserves shall be distributed on the basis
of patronage.
(c) A statement that the records of the cooperative shall include patron membership inter-

ests and, if authorized, nonpatron membership interests, which may be further described in
the bylaws of any classes and in the reserves.
b. The bylaws may contain any provision relating to the management or regulation of the

affairs of the cooperative that are not inconsistent with law or the articles, and shall include
all of the following:
(1) The number of directors and the qualifications, manner of election, powers, duties, and

compensation, if any, of directors.
(2) The qualifications of members and any limitations on their number.
(3) The manner of admission, withdrawal, suspension, and expulsion of members.
(4) Generally, the governance rights, financial rights, assignability of governance and fi-

nancial rights, and other rights, privileges, and obligations ofmembers and theirmembership
interests, which may be further described in member control agreements.
(5) Any provisions required by the articles to be in the bylaws.
3. ADOPTION.
a. Bylaws shall be adopted before any distributions tomembers, but if the articles or bylaws

provide that rights of contributors to a class of membership interest will be determined in the
bylaws, the bylaws must be adopted before the acceptance of any contributions to that class.
b. Subject to subsections 4, 5, and6, thebylawsof a cooperativemaybeadoptedor amended

by the directors, or themembersmay adopt or amend bylaws at a regular or special members’
meeting if all of the following apply:
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(1) The notice of the regular or special meeting contains a statement that the bylaws or re-
stated bylaws will be voted upon and copies are included with the notice, or copies are avail-
able upon request from the cooperative and a summary statement of the proposed bylaws or
amendment is included with the notice.
(2) A quorum is registered as being present or represented by mail or alternative voting

method if the mail or alternative voting method is authorized by the board.
(3) The bylaws or amendment is approved by amajority vote cast, or for a cooperative with

articles or bylaws requiringmore thanmajority approval or other conditions for approval, the
bylaws or amendment is approved by a proportion of the vote cast or a number of the total
members as required by the articles or bylaws and the conditions for approval in the articles
or bylaws have been satisfied.
c. Until the next annual or special members’ meeting, the majority of directors may adopt

and amend bylaws for the cooperative that are consistent with subsections 4, 5, and 6, which
may be further amended or repealed by the members at an annual or special members’ meet-
ing.
4. AMENDMENT OF BYLAWS BY BOARD OR MEMBERS.
a. The boardmay amend the bylaws at any time to add, change, or delete a provision, unless

any of the following applies:
(1) This chapter, the articles, or the bylaws reserve the power exclusively to the members

in whole or in part.
(2) A particular bylaw expressly prohibits the board from doing so.
b. Any amendment of the bylaws adopted by the board must be distributed to themembers

no later than ten days after adoption and thenotice of the annualmeetingof themembersmust
contain a notice and summary or the actual amendments to the bylaws adopted by the board.
c. The members may amend the bylaws even though the bylaws may also be amended by

the board.
5. BYLAW CHANGING QUORUM OR VOTING REQUIREMENT FOR MEMBERS.
a. (1) The members may amend the bylaws to fix a greater quorum or voting requirement

for members, or voting groups of members, than is required under this chapter.
(2) An amendment to the bylaws to add, change, or delete a greater quorum or voting re-

quirement formembers shall meet the same quorum requirement and be adopted by the same
vote andvotinggroups required to takeactionunder thequorumandvoting requirements then
in effect or proposed to be adopted, whichever is greater.
b. A bylaw that fixes a greater quorumor voting requirement formembers under paragraph

“a” shall not be adopted and shall not be amended by the board.
6. BYLAW CHANGING QUORUM OR VOTING REQUIREMENT FOR DIRECTORS.
a. A bylaw that fixes a greater quorumor voting requirement for the boardmay be amended

by any of the following methods:
(1) If adopted by the members, only by the members.
(2) If adopted by the board, either by the members or by the board.
b. A bylaw adopted or amended by the members that fixes a greater quorum or voting re-

quirement for the board may provide that the bylawmay be amended only by a specified vote
of either themembers or the board, but if the bylaw is to be amended by a specified vote of the
members, the bylaw must be adopted by the same specified vote of the members.
c. Action by the board under paragraph “a”, subparagraph (2), to adopt or amend a bylaw

that changes the quorum or voting requirement for the board shall meet the same quorum re-
quirement and be adopted by the same vote required to take action under the quorum and vot-
ing requirement then in effect or proposed to be adopted, whichever is greater.
7. EMERGENCY BYLAWS.
a. Unless otherwise provided in the articles or bylaws, the board may adopt bylaws to be

effective only in an emergency as defined in paragraph “d”. The emergency bylaws, which are
subject to amendment or repeal by the members, may include all provisions necessary for
managing the cooperative during the emergency, including any of the following:
(1) Procedures for calling a meeting of the board.
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(2) Quorum requirements for the meeting.
(3) Designation of additional or substitute directors.
b. All provisions of the regular bylaws consistent with the emergency bylaws shall remain

in effect during the emergency. The emergency bylaws shall not be effective after the emer-
gency ends.
c. All of the following shall apply to action taken in good faith in accordance with the emer-

gency bylaws:
(1) The action binds the cooperative.
(2) The action shall not be the basis for imposition of liability on any director, officer, em-

ployee, or agent of the cooperative on the grounds that the action was not authorized cooper-
ative action.
d. An emergency exists for the purposes of this section, if a quorum of the directors cannot

readily be obtained because of some catastrophic event.

Sec. 31. NEW SECTION. 501A.507 COOPERATIVE RECORDS.
1. PERMANENTRECORDSREQUIREDTOBEKEPT. A cooperative shall keep as perma-

nent records minutes of all meetings of its members and of the board, a record of all actions
taken by the members or the board without a meeting by a written unanimous consent in lieu
of a meeting, and a record of all waivers of notices of meetings of the members and of the
board.
2. ACCOUNTING RECORDS. A cooperative shall maintain appropriate accounting rec-

ords.
3. FORMAT. A cooperative shallmaintain its records inwritten formor in another form ca-

pable of conversion into written form within a reasonable time.
4. COPIES. A cooperative shall keep a copy of each of the following records at its principal

office:
a. Its articles and other governing instruments.
b. Its bylaws or other similar instruments.
c. A record of the names and addresses of its members, in a form that allows preparation

of an alphabetical list of members with each member’s address.
d. Theminutes ofmembers’meetings, and records of all actions taken bymemberswithout

a meeting by unanimous written consent in lieu of a meeting, for the past three years.
e. All written communications within the past three years to members as a group or to any

class of members as a group.
f. A list of the names and business addresses of its current board members and officers.
g. All financial statements prepared for periods ending during the last fiscal year.
5. Except as otherwise limited by this chapter, the board of a cooperative shall have discre-

tion to determine what records are appropriate for the purposes of the cooperative, the length
of time records are to be retained, and policies relating to the confidentiality, disclosure, in-
spection, and copying of the records of the cooperative.

SUBCHAPTER 6
POWERS AND AUTHORITIES

Sec. 32. NEW SECTION. 501A.601 POWERS.
1. GENERALLY.
a. In addition to other powers, a cooperative as an agent or otherwisemay do any of the fol-

lowing:
(1) Perform every act necessary or proper to the conduct of the cooperative’s business or

the accomplishment of the purposes of the cooperative.
(2) Enjoy other rights, powers, or privileges granted by the laws of this state to other cooper-

atives, except those that are inconsistent with the express provisions of this chapter.
(3) Have the powers provided in section 501A.501 and in this section.
b. This section does not give a cooperative the power or authority to exercise the powers of
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a credit union under chapter 533, a bank under chapter 524, or a savings and loan association
under chapter 534.
2. DEALING IN PRODUCTS. A cooperative may buy, sell, or deal in its own commodities

or products or those of another person, including but not limited to those of its members, pa-
trons, or nonmembers; another cooperative organized under this chapter or another cooper-
ative association organized under other law including a traditional cooperative, or members
or patrons of such cooperatives or cooperative associations. A cooperative may negotiate the
price at which its commodities products may be sold.
3. CONTRACTS WITH MEMBERS. A cooperative may enter into or become a party to a

contract or agreement for the cooperative or for the cooperative’s members or patrons or be-
tween the cooperative and its members or patrons.
4. HOLDING AND TRANSACTIONS OF REAL AND PERSONAL PROPERTY.
a. A cooperative may purchase and hold, lease, mortgage, encumber, sell, exchange, and

convey as a legal entity real, personal, and intellectual property, including real estate, build-
ings, personal property, patents, and copyrights as the business of the cooperative may re-
quire, including but not limited to the sale or other disposition of assets required by the busi-
ness of the cooperative as determined by the board.
b. A cooperativemay take, receive, and hold real or personal property, including the princi-

pal and interest of money or other negotiable instruments and rights in a contract, in trust for
any purpose not inconsistentwith the purposes of the cooperative in its articles or bylaws. The
cooperativemayexercise fiduciary powers in relation to taking, receiving, andholding the real
or personal property. However, a cooperative’s fiduciary powers do not include trust powers
or trust services exercised for its members as provided in section 633.63 or chapter 524.
5. BUILDINGS. A cooperative may erect buildings or other structures or facilities on the

cooperative’s owned or leased property or on a right-of-way legally acquired by the cooper-
ative.
6. DEBT INSTRUMENTS.
a. A cooperativemay issue bonds, debentures, or other evidence of indebtedness, except as

provided in subsection 1, paragraph “b”. The cooperative shall not issue bonds, debentures,
or other evidence of indebtedness to a nonaccreditedmember, unless prior to issuance the co-
operative provides thememberwith awritten disclosure statementwhich includes a conspicu-
ous notice that moneys are not insured or guaranteed by an agency or instrumentality of the
United States government, and that the investment may lose value.
b. A cooperative may borrow money, may secure any of its obligations by mortgage of or

creation of a security interest in or other encumbrances or assignment of all or any of its prop-
erty, franchises, or income, and may issue guarantees for any legal purpose.
c. A cooperative may form special purpose business entities to secure assets of the cooper-

ative.
7. ADVANCES TO PATRONS. A cooperative may make advances to its members or pa-

trons on products delivered by the members or patrons to the cooperative.
8. DEPOSITS. A cooperativemayaccept donations or deposits ofmoney or real or personal

property from other cooperatives or associations from which the cooperative is constituted.
9. BORROWING, INVESTMENT, AND PAYMENT TERMS. A cooperative may borrow

money from itsmembers, or cooperatives or associations fromwhich the cooperative is consti-
tuted,with security that the cooperative considers sufficient. A cooperativemay invest or rein-
vest its moneys. A cooperative may extend payment terms to its customers not exceeding six
months from the date of the sale of the cooperative’s goods or services. An extension of pay-
ment terms by the cooperative shall not be secured by real property. A cooperative may exer-
cise rights as a lien creditor or judgment creditor to collect any past due or delinquent account
which is owed to the cooperative.
10. PENSIONSANDBENEFITS. A cooperative may pay pensions, retirement allowances,

and compensation for past services to and for the benefit of, and establish,maintain, continue,
and carry out, wholly or partially at the expense of the cooperative, employee, or incentive
benefit plans, trusts, andprovisions toor for thebenefit of anyor all of its and its relatedorgani-
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zations’ officers, managers, directors, governors, employees, and agents; and in the case of a
related organization that is a cooperative, members who provide services to the cooperative,
and any of their families, dependents, and beneficiaries. A cooperative may indemnify and
purchase and maintain insurance for and on behalf of a fiduciary of any of these employee
benefit and incentive plans, trusts, and provisions.
11. INSURANCE.
a. A cooperative may purchase andmaintain insurance on behalf of a person who is or was

a director, officer, employee, or agent of the cooperative and in which the cooperative has an
insurable interest. The cooperative may also purchase and maintain insurance on the life of
amember for the purpose of acquiring at the death of themember any or allmembership inter-
ests in the cooperative owned by the member.
b. A cooperative or a foreign cooperative shall not sell, solicit, or negotiate in this state any

line of insurance to members or nonmembers.
12. OWNERSHIP INTERESTS IN OTHER ENTITIES.
a. A cooperative may purchase, acquire, hold, or dispose of the ownership interests of an-

other business entity or organize business entities whether organized under the laws of this
state or another state or theUnited States and assumeall rights, interests, privileges, responsi-
bilities, andobligations arisingout of theownership interests, includingabusiness entity orga-
nized as any of the following:
(1) As a federation of associations.
(2) For the purpose of forming a district, state, or national marketing sales or service

agency.
(3) For the purpose of acquiring marketing facilities at terminal or other markets in this

state or other states.
b. A cooperativemaypurchase, own, andhold ownership interests, including stock andoth-

er equity interests,memberships, interests in nonstock capital, and evidences of indebtedness
of any domestic business entity or foreign business entity.
13. FIDUCIARY POWERS. A cooperative may exercise any and all fiduciary powers in

relations with members, cooperatives, or business entities from which the cooperative is
constituted. However, these fiduciary powers do not include trust powers or trust services for
its members as provided in section 633.63 or chapter 524.

Sec. 33. NEW SECTION. 501A.602 EMERGENCY POWERS.
1. In anticipation of or during an emergency as defined in this section, the boardmay do any

of the following:
a. Modify lines of succession to accommodate the incapacity of any director, officer, em-

ployee, or agent.
b. Relocate the principal office, designate alternative principal offices or regional offices,

or authorize the officers to do so.
2. During an emergency, unless emergency bylaws provide otherwise, all of the following

apply:
a. A notice of ameeting of the board need be given only to those directors towhom it is prac-

ticable to reach andmaybegiven in anypracticablemanner, including bypublication or radio.
b. One ormore officers of the cooperative present at ameeting of the boardmay be deemed

to be directors for themeeting, in order of rank andwithin the same rank in order of seniority,
as necessary to achieve a quorum.
3. All of the following apply to cooperative action taken in good faith during an emergency

under this section to further the ordinary business affairs of the cooperative:
a. The action binds the cooperative.
b. The action shall not be the basis for the imposition of liability on any director, officer, em-

ployee, or agent of the cooperative on the grounds that the action was not an authorized co-
operative action.
4. Anemergency exists for purposesof this section if a quorumof thedirectors cannot readi-

ly be obtained because of a catastrophic event.
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Sec. 34. NEW SECTION. 501A.603 AGRICULTURAL COMMODITIES AND PROD-
UCTS — MARKETING CONTRACTS.
1. AUTHORITY. A cooperative and its patron member or patron may make and execute a

marketing contract, requiring the patron member or patron to sell a specified portion of the
patron member’s or patron’s agricultural commodity or product or specified commodity or
product produced from a certain area exclusively to or through the cooperative or facility es-
tablished by the cooperative.
2. TITLETOCOMMODITIESORPRODUCTS. If a sale is contracted to the cooperative, the

sale shall transfer title to the commodity or product absolutely, except for a recorded lien or
security interest against the agricultural commodity or product of the patron member or pa-
tron as provided in article 9 of chapter 554, and provisions in Title XIV, subtitle 3, governing
agricultural liens, and liens granted against farm products under federal law, to the cooper-
ative ondeliveryof the commodity orproduct or at another specified time if expressly provided
in the contract. The contractmay allow the cooperative to sell or resell the commodity or prod-
uct of its patron member or patron with or without taking title to the commodity or product,
and pay the resale price to the patronmember or patron, after deducting all necessary selling,
overhead, and other costs and expenses, including other proper reserves and interest.
3. TERMOFCONTRACT. A single term of amarketing contract shall not exceed ten years,

but amarketing contractmaybemade self-renewing forperiodsnot exceeding five years each,
subject to the right of either party to terminate by givingwritten notice of the termination dur-
ing a period of the current term as specified in the contract.
4. DAMAGESFORBREACHOFCONTRACT. The cooperative’s bylaws ormarketing con-

tract in which the cooperative is a party may set a specific sum as liquidated damages to be
paid by the patronmember or patron to the cooperative for breach of any provision of themar-
keting contract regarding the sale or delivery or withholding of a commodity or product and
may provide that the patron member or patron shall pay the costs, premiums for bonds, ex-
penses, and fees if an action is brought on the contract by the cooperative. The remedies for
breach of contract are valid and enforceable in the courts of this state. The provisions shall
be enforced as liquidated damages and are not considered a penalty.
5. INJUNCTION AGAINST BREACH OF CONTRACT. If there is a breach or threatened

breach of a marketing contract by a patron member or patron, the cooperative is entitled to
an injunction to prevent the further breach of the contract and to a decree of specific perfor-
mance of the contract. Pending the adjudication of the action after filing a complaint showing
the breach or threatened breach and filing a sufficient bond, the cooperative is entitled to a
temporary restraining order and preliminary injunction against the patronmember or patron.
6. PENALTIES FORCONTRACT INTERFERENCEANDFALSEREPORTS. A personwho

knowingly induces or attempts to induce any member or patron of a cooperative organized
under this chapter to breach a marketing contract with the cooperative is guilty of a simple
misdemeanor.
7. CIVIL DAMAGES FOR CONTRACT INTERFERENCE AND FALSE REPORTS. In addi-

tion to thepenalty provided in subsection 6, thepersonmaybe liable to the cooperative for civil
damages for any violation of that subsection.

SUBCHAPTER 7
DIRECTORS AND OFFICERS

Sec. 35. NEW SECTION. 501A.701 BOARD GOVERNS COOPERATIVE.
A cooperative shall be governed by its board of directors, which shall take all action for and

on behalf of the cooperative, except those actions reserved or granted to members. Board ac-
tion shall be by the affirmative vote of amajority of thedirectors voting at a duly calledmeeting
unless a greatermajority is required by the articles or bylaws. A director individually or collec-
tively with other directors does not have authority to act for or on behalf of the cooperative
unless authorized by the board. A director may advocate interests of members or member
groups to the board, but the fiduciary duty of each director is to represent the best interests
of the cooperative and all members collectively.
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Sec. 36. NEW SECTION. 501A.702 NUMBER OF DIRECTORS.
The board shall not have less than five directors, except that a cooperativewith fifty or fewer

members may have three or more directors as prescribed in the cooperative’s articles or by-
laws.

Sec. 37. NEW SECTION. 501A.703 ELECTION OF DIRECTORS.
1. FIRST BOARD. The organizers shall elect and obtain the acknowledgment of the first

board to serve until directors are elected by members. Until election by members, the first
board shall appoint directors to fill any vacancies.
2. GENERALLY.
a. Directors shall be elected for the term, at the time, and in themanner provided in this sec-

tion and the bylaws.
b. A majority of the directors shall be members and a majority of the directors shall be

elected exclusively by the members holding patron membership interests unless otherwise
provided in the articles or bylaws.
c. The voting power of the directors may be allocated according to equity classifications or

allocationunits of the cooperative. If the cooperative authorizes nonpatronmembership inter-
ests, one of the following must apply:
(1) At least one-half of the voting power on matters of the cooperative that are not specific

to equity classifications or allocation units shall be allocated to the directors elected by mem-
bers holding patron membership interests.
(2) The directors elected by the members holding patron membership interests shall have

at least an equal voting power or shall not have a minority voting power on general matters
of the cooperative that are not specific to equity classifications or allocation units.
d. A director holds office for the term the director was elected and until a successor is

elected and has qualified, or until the earlier death, resignation, removal, or disqualification
of the director.
e. The expiration of a director’s term with or without election of a qualified successor does

not make the prior or subsequent acts of the director or the board void or voidable.
f. Subject to any limitation in the articles or bylaws, the boardmay set the compensation of

directors.
g. Directors may be divided into or designated and elected by class or other distinction as

provided in the articles or bylaws.
h. A director may resign by giving written notice to the chairperson of the board or the

board. The resignation is effectivewithout acceptancewhen thenotice is given to the chairper-
son of the board or the board unless a later effective time is specified in the notice.
3. ELECTIONATREGULARMEETING. Directors shall be elected at the regularmembers’

meeting for the terms of office prescribed in the bylaws. Except for directors elected at district
meetings or specialmeetings to fill a vacancy, all directors shall be elected at the regularmem-
bers’ meeting. There shall be no cumulative voting for directors except as provided in this
chapter and the articles or bylaws.
4. DISTRICT OR LOCAL UNIT ELECTION OF DIRECTORS. For a cooperative with dis-

tricts or other units, members may elect directors on a district or unit basis if provided in the
bylaws. The directors may be nominated or elected at district meetings if provided in the by-
laws. Directors who are nominated at district meetings shall be elected at the annual regular
members’ meeting by vote of the entire membership, unless the bylaws provide that directors
who are nominated at districtmeetings are to be elected by vote of themembers of the district,
at the district meeting, or the annual regular members’ meeting.
5. VOTEBYMAILORALTERNATIVEBALLOT. The following shall apply to votingbymail

or alternative ballot voting:
a. Amember shall not vote for a director other than by being present at ameeting or bymail

ballot or alternative ballot authorized by the board.
b. The ballot shall be in a form prescribed by the board.
c. The member shall mark the ballot for the candidate chosen and mail the ballot to the
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cooperative in a sealed plain envelope inside another envelope bearing the member’s name,
or shall vote designating the candidate chosen by alternative ballot in the manner prescribed
by the board.
d. If the ballot of themember is received by the cooperative on or before the date of the regu-

lar members’ meeting or as otherwise prescribed for alternative ballots, the ballot shall be ac-
cepted and counted as the vote of the absent member.
6. BUSINESS ENTITY MEMBERS MAY NOMINATE PERSONS FOR DIRECTOR. If a

member of a cooperative is not a natural person, and the bylaws do not provide otherwise, the
membermay appoint or elect one ormore natural persons to be eligible for election as a direc-
tor.
7. TERM. A director holds office for the term the director was elected and until a successor

is elected and has qualified, or the earlier death, resignation, removal, or disqualification of
the director.
8. ACTSNOTVOIDORVOIDABLE. The expiration of a director’s termwith orwithout the

election of a qualified successor does not make prior or subsequent acts of the director void
or voidable.
9. COMPENSATION. Subject to any limitation in the articles or bylaws, the board may fix

the compensation of the directors.
10. CLASSIFICATION. Directors may be divided into classes as provided in the articles or

bylaws.

Sec. 38. NEW SECTION. 501A.704 FILLING VACANCIES.
1. PATRONDIRECTORS. If a patronmember director’s position becomes vacant or a new

director position is created for a director that was or is to be elected by patron members, the
board, in consultation with the directors elected by patron members, shall appoint a patron
member of the cooperative to fill the director’s position until the next regular or special mem-
bers’ meeting. If there are no directors elected by patron members on the board at the time
of the vacancy, a special patron members’ meeting shall be called to fill the patron member
director vacancy.
2. NONPATRONDIRECTORS. If the vacating directorwas not elected by the patronmem-

bers or a new director position is created, unless otherwise provided in the articles or bylaws,
the board shall appoint a director to fill the vacant position by majority vote of the remaining
or then serving directors even though less than a quorum. At the next regular or special mem-
bers’meeting, themembers or patronmembers shall elect a director to fill the unexpired term
of the vacant director’s position.

Sec. 39. NEW SECTION. 501A.705 REMOVAL OF DIRECTORS.
1. MODIFICATION. The provisions of this section apply unless modified by the articles or

the bylaws.
2. REMOVAL OF DIRECTORS. A director may be removed at any time, with or without

cause, if all of the following apply:
a. The director was named by the board to fill a vacancy.
b. The members have not elected directors in the interval between the time of the appoint-

ment to fill a vacancy and the time of the removal.
c. A majority of the remaining directors present affirmatively vote to remove the director.
3. REMOVAL BY MEMBERS. Any one or all of the directors may be removed at any time,

with or without cause, by the affirmative vote of the holders of a majority of the voting power
of membership interests entitled to vote at an election of directors, provided that if a director
hasbeenelected solely by thepatronmembersor theholders of a class or series ofmembership
interests as stated in the articles or bylaws, then that directormaybe removedonly by the affir-
mative vote of the holders of amajority of the voting power of the patronmembers for a direc-
tor elected by the patronmembers or of all membership interests of that class or series entitled
to vote at an election of that director.
4. ELECTION OF REPLACEMENTS. New directors may be elected at a meeting at which

directors are removed.
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Sec. 40. NEW SECTION. 501A.706 BOARD OF DIRECTORS’ MEETINGS.
1. TIME AND PLACE. Meetings of the board may be held from time to time as provided in

the articles or bylaws at any place within or without the state that the board may select or by
anymeans described in subsection 2. If the board fails to select a place for ameeting, themeet-
ing must be held at the principal executive office, unless the articles or bylaws provide other-
wise.
2. ELECTRONIC COMMUNICATIONS.
a. A conference among directors by anymeans of communication throughwhich the direc-

tors may simultaneously hear each other during the conference constitutes a board meeting,
if the samenotice is givenof the conference aswouldbe requiredby subsection 3 for ameeting,
and if the number of directors participating in the conferencewould be sufficient to constitute
a quorum at a meeting. Participation in a meeting by that means constitutes presence in per-
son at the meeting.
b. A director may participate in a board meeting not described in paragraph “a” by any

means of communication through which the director, other directors so participating, and all
directors physically present at the meeting may simultaneously hear each other during the
meeting. Participation in ameeting by that means constitutes presence in person at themeet-
ing.
3. CALLINGMEETINGS ANDNOTICE. Unless the articles or bylaws provide for a differ-

ent time period, a director may call a board meeting by giving at least ten days’ notice or, in
the case of organizationalmeetings, at least three days’ notice to all directors of the date, time,
and place of the meeting. The notice need not state the purpose of the meeting unless this
chapter, the articles, or the bylaws require it.
4. PREVIOUSLY SCHEDULED MEETINGS. If the day or date, time, and place of a board

meeting have been provided in the articles or bylaws, or announced at a previous meeting of
the board, no notice is required. Notice of an adjournedmeeting need not be given other than
by announcement at the meeting at which adjournment is taken.
5. WAIVER OF NOTICE. A director may waive notice of a meeting of the board. A waiver

of notice by a director entitled to notice is effective whether given before, at, or after themeet-
ing, andwhether given inwriting, orally, or by attendance. Attendance by a director at ameet-
ing is a waiver of notice of that meeting, except where the director objects at the beginning of
the meeting to the transaction of business because the meeting is not lawfully called or con-
vened and does not participate in the meeting after the objection.
6. ABSENT DIRECTORS. If the articles or bylaws so provide, a director may give advance

written consent or opposition to a proposal to be acted on at a board meeting. If the director
is not present at themeeting, consent or opposition to a proposal does not constitute presence
for purposes of determining the existence of a quorum, but consent or opposition must be
counted as the vote of a director present at themeeting in favor of or against the proposal and
must be entered in the minutes or other record of action at the meeting, if the proposal acted
on at themeeting is substantially the same or has substantially the same effect as the proposal
to which the director has consented or objected.

Sec. 41. NEW SECTION. 501A.707 QUORUM.
A majority, or a larger or smaller portion or number provided in the articles or bylaws, of

the directors currently holding office is a quorum for the transaction of business. In the ab-
sence of a quorum, amajority of the directors presentmay adjourn ameeting from time to time
until a quorum is present. If a quorum is present when a duly called or held meeting is con-
vened, the directors present may continue to transact business until adjournment, even
though the withdrawal of a number of directors originally present leaves less than the propor-
tion of number2 otherwise required for a quorum.

Sec. 42. NEW SECTION. 501A.708 ACT OF BOARD OF DIRECTORS.
1. Except as provided in subsection 2, the board shall only take action at a duly heldmeeting

by the affirmative vote of any of the following:

___________________

2 The phrase “proportion of the number” probably intended
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a. A majority of directors present at the meeting.
b. A majority of the directors’ voting power present at the meeting.
2. The articles or bylaws may require the affirmative vote of a larger vote than provided in

subsection 1. If the articles or bylaws require a larger vote than is required by this chapter for
a particular action, the articles or bylaws control.

Sec. 43. NEW SECTION. 501A.709 ACTION WITHOUT A MEETING.
1. METHOD. An action required or permitted to be taken at a boardmeetingmay be taken

by written action signed by all of the directors. If the articles or bylaws so provide, any action,
other than an action requiringmember approval,may be taken bywritten action signed by the
number of directors that would be required to take the same action at a meeting of the board
at which all directors were present.
2. EFFECTIVE TIME. The written action is effective when signed by the required number

of directors, unless a different effective time is provided in the written action.
3. NOTICE AND LIABILITY. When written action is permitted to be taken by less than all

directors, all directors must be notified immediately of its text and effective date. Failure to
provide the notice does not invalidate the written action. A director who does not sign or con-
sent to the written action has no liability for the action or actions taken by the written action.

Sec. 44. NEW SECTION. 501A.710 AUDIT COMMITTEE.
The board shall establish an audit committee to review the financial information and ac-

counting report of the cooperative. The cooperative shall have the financial information au-
dited for presentation to the members unless the cooperative’s bylaws allow financial state-
ments that are not audited and the financial statements clearly state that they are not audited
and the difference between the financial statements and audited financial statements that are
prepared according to generally accepted accounting procedures. The directors shall elect
members to the audit committee. The audit committee shall ensure an independent review of
the cooperative’s finances and audit.

Sec. 45. NEW SECTION. 501A.711 COMMITTEES.
1. GENERALLY. A resolution approved by the affirmative vote of a majority of the board

mayestablish committeeshaving the authority of the board in themanagement of the business
of the cooperative only to the extent provided in the resolution. Committees may include a
special litigation committee consisting of one ormore independent directors or other indepen-
dent persons to consider legal rights or remedies of the cooperative and whether those rights
and remedies should be pursued. Committees other than special litigation committees are
subject at all times to the direction and control of the board.
2. MEMBERSHIP. Committeemembersmust be natural persons. Unless the articles or by-

laws provide for a different membership or manner of appointment, a committee consists of
one or more persons, who need not be directors, appointed by affirmative vote of a majority
of the directors present.
3. PROCEDURE. The procedures formeetings of the board apply to committees andmem-

bers of committees to the sameextent as those sections apply to theboardand individual direc-
tors.
4. MINUTES. Minutes, if any, of committeemeetingsmust bemade available upon request

to members of the committee and to any director.
5. STANDARDOFCONDUCT. The establishment of, delegation of authority to, and action

by a committee does not alone constitute compliance by a director with the standard of con-
duct set forth in section 501A.712.
6. COMMITTEE MEMBERS CONSIDERED DIRECTORS. Committee members are con-

sidered to be directors for purposes of sections 501A.712, 501A.713, and 501A.715.

Sec. 46. NEW SECTION. 501A.712 STANDARD OF CONDUCT.
1. STANDARD AND LIABILITY. A director shall discharge the duties of the position of
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director in good faith, in a manner the director reasonably believes to be in the best interests
of the cooperative, andwith the care anordinarily prudent person in a likepositionwouldexer-
cise under similar circumstances. A person who so performs those duties is not liable by rea-
son of being or having been a director of the cooperative.
2. RELIANCE.
a. A director is entitled to rely on information, opinions, reports, or statements, including

financial statements and other financial data, in each case prepared or presented by any of the
following:
(1) One or more officers or employees of the cooperative who the director reasonably be-

lieves to be liable and competent in the matters presented.
(2) Counsel, public accountants, or other persons as tomatters that the director reasonably

believes are within the person’s professional or expert competence.
(3) A committee of the board upon which the director does not serve, duly established by

the board, as to matters within its designated authority, if the director reasonably believes the
committee to merit confidence.
b. Paragraph “a” does not apply to a director who has knowledge concerning the matter in

question that makes the reliance otherwise permitted by paragraph “a” unwarranted.
3. PRESUMPTION OF ASSENT ANDDISSENT. A director who is present at a meeting of

the boardwhen an action is approvedby the affirmative vote of amajority of the directors pres-
ent is presumed to have assented to the action approved, unless any of the following applies:
a. The director objects at the beginning of the meeting to the transaction of business be-

cause the meeting is not lawfully called or convened and does not participate in the meeting
after the objection, in which case the director is not considered to be present at the meeting
for any purpose of this chapter.
b. The director votes against the action at the meeting.
c. The director is prohibited by a conflict of interest from voting on the action.
4. CONSIDERATIONS. In discharging the duties of the position of director, a directormay,

in considering the best interests of the cooperative, consider the interests of the cooperative’s
employees, customers, suppliers, and creditors, the economy of the state, and long-term as
well as short-term interests of the cooperative and its patronmembers, including the possibil-
ity that these interests may be best served by the continued independence of the cooperative.

Sec. 47. NEW SECTION. 501A.713 DIRECTOR CONFLICTS OF INTEREST.
1. CONFLICT AND PROCEDURE WHEN CONFLICT ARISES.
a. A contract or other transaction between a cooperative and one or more of its directors,

or between a cooperative and a business entity in or of which one or more of its directors are
governors, directors, managers, officers, or legal representatives or have a material financial
interest, is not void or voidable because the director or directors or the other business entities
are parties or because the director or directors are present at the meeting of the members or
the board or a committee at which the contract or transaction is authorized, approved, or rati-
fied, if any of the following applies:
(1) The contract or transaction was, and the person asserting the validity of the contract or

transaction sustains the burden of establishing that the contract or transaction was, fair and
reasonable as to the cooperative at the time it was authorized, approved, or ratified and all of
the following apply:
(a) The material facts as to the contract or transaction and as to the director’s or directors’

interest are disclosed or known to the members.
(b) The material facts as to the contract or transaction and as to the director’s or directors’

interest are fully disclosed or known to the board or a committee, and the board or committee
authorizes, approves, or ratifies the contract or transaction in good faith by a majority of the
board or committee, but the interested director or directors are not counted in determining the
presence of a quorum and must not vote.
(2) The contract or transaction is a distribution, contract, or transaction that is made avail-

able to all members or patron members as part of the cooperative’s business.
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b. If a committee is elected or appointed to authorize, ratify, or approve a contract or trans-
action under this section, the members of the committee must not have a conflict of interest
and must be charged with representing the best interests of the cooperative.
2. MATERIALFINANCIAL INTEREST. For purposes of this section, all of the following ap-

ply:
a. A resolution fixing the compensation of a director or fixing the compensation of another

director as a director, officer, employee, or agent of the cooperative is not void or voidable or
considered to be a contract or other transaction between a cooperative and one or more of its
directors for purposes of this section even though the director receiving the compensation
fixed by the resolution is present and voting at the meeting of the board or a committee at
which the resolution is authorized, approved, or ratified or even though other directors voting
upon the resolution are also receiving compensation from the cooperative.
b. A director has a material financial interest in each organization in which the director or

a family member of the director has a material financial interest. A contract or other transac-
tion between a cooperative and a familymember of a director is considered to be a transaction
between the cooperative and the director. A family member of a director includes the spouse,
parents, children and spouses of children, brothers and sisters and spouses of brothers and
sisters, and the brothers and sisters of the spouse of the director or any combination of them.

Sec. 48. NEW SECTION. 501A.714 LIMITATION OF DIRECTOR’S LIABILITY.
Except as otherwise provided in this chapter, a director, officer, employee, ormember of the

cooperative is not liable for the cooperative’s debts or obligations, and adirector, officer,mem-
ber, or other volunteer is not personally liable in that capacity, for a claim based upon any ac-
tion taken, or any failure to take action in the discharge of the person’s duties, except for the
amount of a financial benefit received by the person to which the person is not entitled, an in-
tentional infliction of harm to the cooperative or its members or patrons, or an intentional
violation of criminal law.

Sec. 49. NEW SECTION. 501A.715 INDEMNIFICATION.
1. DEFINITIONS. As used in this section, all of the following apply:
a. “Official capacity” means any of the following:
(1) With respect to a director, the position of director in a cooperative.
(2) With respect to a person other than a director, the elective or appointive office or posi-

tion held by the person,member of a committee of the board, the employment relationship un-
dertaken by an employee of the cooperative, or the scope of the services provided bymembers
of the cooperative who provide services to the cooperative.
(3) With respect to a director, chief executive officer, member, or employee of the cooper-

ative who, while a director, chief executive officer, ormember or employee of the cooperative,
is or was serving at the request of the cooperative or whose duties in that position involve or
involved service as a governor, director, manager, officer, member, partner, trustee, employ-
ee, or agent of another organization or employee benefit plan, the position of that person as
a governor, director, manager, officer, member, partner, trustee, employee, or agent, as the
case may be, of the other organization or employee benefit plan.
b. “Predecessor entity” includes a domestic cooperative or foreign cooperative that was the

predecessor of the cooperative referred to in this section in a merger or other transaction in
which the predecessor entity’s existence ceased upon consummation of the transaction.
c. “Proceeding” means a threatened, pending, or completed civil, criminal, administrative,

arbitration, or investigative proceeding, includingaproceedingbyor in the right of the cooper-
ative.
d. “Special legal counsel” means counsel who has not represented the cooperative or a re-

lated organization, or a director, manager, member of a committee of the board, or employee
whose indemnification is in issue.
2. INDEMNIFICATION.
a. Subject to the provisions of subsection 4, a cooperative shall indemnify a person made
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or threatened to be made a party to a proceeding by reason of the former or present official
capacity of thepersonagainst judgments, penalties, fines, including,without limitation, excise
taxes assessed against the person with respect to an employee benefit plan, settlements, and
reasonable expenses, including attorney fees and disbursements incurred by the person in
connection with the proceeding, if, with respect to the acts or omissions of the person com-
plained of in the proceeding, any of the following applies:
(1) All of the following apply:
(a) The person has not been indemnified by another organization or employee benefit plan

for the same judgments, penalties, fines, including, without limitation, excise taxes assessed
against the person with respect to an employee benefit plan, settlements, and reasonable ex-
penses, including attorney fees and disbursements incurred by the person in connection with
the proceeding with respect to the same acts or omissions.
(b) The person acted in good faith.
(c) The person has not received an improper personal benefit.
(d) The person has not committed an act for which liability cannot be eliminated or limited

under section 501A.714.
(e) In the case of a criminal proceeding, the person had no reasonable cause to believe the

conduct was unlawful.
(2) (a) In the case of an act or omission occurring in the official capacity described in sub-

section 1, paragraph “a”, subparagraph (1) or (2), the person reasonably believed that the con-
duct was in the best interests of the cooperative.
(b) In the caseof anact or omissionoccurring in theofficial capacity described in subsection

1, paragraph “a”, subparagraph (3), the person reasonably believed that the conduct was not
opposed to the best interests of the cooperative.
If theperson’s acts or omissions complainedof in theproceeding relate to conduct as a direc-

tor, officer, trustee, employee, or agent of an employee benefit plan, the conduct is not consid-
ered to be opposed to the best interests of the cooperative if the person reasonably believed
that the conduct was in the best interests of the participants or beneficiaries of the employee
benefit plan.
b. The termination of a proceeding by judgment, order, settlement, conviction, or upon a

plea of nolo contendere or its equivalent does not, of itself, establish that the person did not
meet the criteria set forth in this subsection.
3. ADVANCES. Subject to the provisions of subsection 4, if a person is made or threatened

to be made a party to a proceeding, the person is entitled, upon written request to the cooper-
ative, to payment or reimbursement by the cooperative of reasonable expenses, including at-
torney fees and disbursements incurred by the person in advance of the final disposition of the
proceeding, as follows:
a. Upon receipt by the cooperative of a written affirmation by the person of a good-faith be-

lief that the criteria for indemnification set forth in subsection 2 has been satisfied, and awrit-
ten undertaking by the person to repay all amounts paid or reimbursed by the cooperative, if
it is ultimately determined that the criteria for indemnification have not been satisfied.
b. After a determination that the facts then known to thosemaking the determinationwould

not preclude indemnification under this section.
Thewrittenundertaking requiredby this subsection is anunlimitedgeneral obligation of the

personmaking it, but need not be secured and shall be acceptedwithout reference to financial
ability to make the repayment.
4. PROHIBITIONOR LIMIT ON INDEMNIFICATIONOR ADVANCES. The articles or by-

laws either may prohibit indemnification or advances of expenses otherwise required by this
section or may impose conditions on indemnification or advances of expenses in addition to
the conditions contained in subsection 2 or 3, including, without limitation, monetary limits
on indemnification or advances of expenses if the conditions apply equally to all persons or
to all persons within a given class. A prohibition or limit on indemnification or advances of
expenses shall not apply to or affect the right of a person to indemnification or advances of
expenseswith respect toanyacts or omissionsof thepersonoccurringbefore the effectivedate
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of a provision in the articles or the date of adoption of a provision in the bylaws establishing
the prohibition or limit on indemnification or advances of expenses.
5. REIMBURSEMENT TO WITNESSES. This section does not require, or limit the ability

of, a cooperative to reimburse expenses, including attorney fees and disbursements incurred
by a person in connection with an appearance as a witness in a proceeding at a time when the
person has not been made or threatened to be made a party to a proceeding.
6. DETERMINATION OF ELIGIBILITY.
a. All determinations whether indemnification of a person is required because the criteria

set forth in subsection 2 have been satisfied and whether a person is entitled to payment or
reimbursement of expenses in advance of the final disposition of a proceeding as provided in
subsection 3 must be made as follows:
(1) By the board by a majority of a quorum, if the directors who are, at the time, parties to

the proceeding are not counted for determining either amajority or the presence of a quorum.
(2) If a quorum under subparagraph (1) cannot be obtained by a majority of a committee

of the board consisting solely of two ormore directors not at the time parties to the proceeding
duly designated to act in thematter by amajority of the full board, including directors who are
parties.
(3) If a determination is not made under subparagraph (1) or (2) by special legal counsel

selected either by a majority of the board or a committee by vote under subparagraph (1) or
(2) or if the requisite quorum of the full board cannot be obtained and the committee cannot
be established by a majority of the full board, including directors who are parties.
(4) If a determination is not made under subparagraphs (1) through (3) by the affirmative

vote of themembers, but themembership interests held by parties to the proceedingmust not
be counted in determining the presence of a quorum, and are not considered to be present and
entitled to vote on the determination.
(5) If an adverse determination is made under subparagraphs (1) through (4) or paragraph

“b” or if a determination is not made under subparagraphs (1) through (4) or paragraph “b”
within sixty days either after the later to occur of the termination of a proceeding or a written
request for indemnification to the cooperative, or awritten request for anadvanceof expenses,
as the casemay be, by a court in this state, whichmay be the same court in which the proceed-
ing involving the person’s liability took place upon application of the person and any notice
the court requires. The person seeking indemnification or payment or reimbursement of ex-
penses under this subparagraph has the burden of establishing that the person is entitled to
indemnification or payment or reimbursement of expenses.
b. With respect to a person who is not, and was not at the time of the act or omission com-

plained of in the proceedings, a director, chief executive officer, or person possessing, directly
or indirectly, the power to direct or cause the direction of the management or policies of the
cooperative, the determinationwhether indemnification of this person is required because the
criteria set forth in subsection 2have been satisfied andwhether suchperson is entitled to pay-
ment or reimbursement of expenses in advance of the final disposition of a proceeding as pro-
vided in subsection 3, may be made by an annually appointed committee of the board, having
at least onememberwho is adirector. The committee shall report at least annually to theboard
concerning its actions.
7. INSURANCE. A cooperativemaypurchase andmaintain insuranceonbehalf of a person

in that person’s official capacity against any liability asserted against and incurred by the per-
son in or arising from that capacity, whether or not the cooperative would have been required
to indemnify the person against the liability under the provisions of this section.
8. DISCLOSURE. A cooperative that indemnifies or advances expenses to a person in ac-

cordance with this section in connection with a proceeding by or on behalf of the cooperative
shall report to the members in writing the amount of the indemnification or advance and to
whom and on whose behalf it was paid not later than the next meeting of members.
9. INDEMNIFICATION OF OTHER PERSONS. Nothing in this section must be construed

to limit thepowerof the cooperative to indemnify personsother thanadirector, chief executive
officer, member, employee, or member of a committee of the board of the cooperative by con-
tract or otherwise.
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Sec. 50. NEW SECTION. 501A.716 OFFICERS.
1. REQUIRED OFFICERS.
a. The board shall elect all of the following:
(1) A chairperson.
(2) One or more vice chairpersons.
b. The board shall elect or appoint all of the following:
(1) A records officer.
(2) A financial officer.
c. The officers, other than the chief executive officer, shall not have the authority to bind the

cooperative except as authorized by the board.
2. ADDITIONAL OFFICERS. The board may elect additional officers as the articles or by-

laws authorize or require.
3. RECORDS OFFICER AND FINANCIAL OFFICER MAY BE COMBINED. The offices of

records officer and financial officer may be combined.
4. OFFICERS THAT MUST BE MEMBERS. The chairperson and first vice chairperson

shall be directors and members. The financial officer, records officer, and additional officers
need not be directors or members.
5. CHIEF EXECUTIVE OFFICER. The board may employ a chief executive officer to man-

age the day-to-day affairs and business of the cooperative, and if a chief executive officer is
employed, the chief executive officer shall have the authority to implement the functions, du-
ties, and obligations of the cooperative except as restricted by the board. The chief executive
officer shall not exercise authority reserved to the board or the members under this chapter,
the articles, or the bylaws.

SUBCHAPTER 8
MEMBERS

Sec. 51. NEW SECTION. 501A.801 MEMBERS.
1. REQUIREMENT. A cooperative shall have one or more patron members.
2. GROUPING OF MEMBERS.
a. A cooperative may groupmembers and patronmembers in districts, units, or on another

basis if and as authorized in its articles or bylaws. The articles or bylawsmay include authori-
zation for the board to determine the groupings.
b. The board may implement the use of districts or units, including setting the time and

place and prescribing the rules of conduct for holding meetings by districts or units to elect
delegates to members’ meetings.
3. MEMBER VIOLATIONS.
a. A member who knowingly, intentionally, or repeatedly violates a provision of this chap-

ter, the articles or bylawsof the cooperative, or amember control agreement ormarketing con-
tractwith the cooperativemaybe requiredby theboard to surrender themember’s votingpow-
er or the financial rights of membership interest of any class owned by the member, or both.
b. The cooperative shall refund to themember for the surrendered financial rights of mem-

bership interest the lesser of the book value or market value of the financial right of themem-
bership interest payable in not more than seven years from the date of surrender or the board
may transfer all of any patron member’s financial rights to a class of financial rights held by
members who are not patronmembers, or to a certificate of interest, which carries liquidation
rights on par withmembership interests and is redeemedwithin seven years after the transfer
as provided in the certificate.
c. Membership interests required to be surrendered may be reissued or be retired and can-

celed by the board.
4. INSPECTION OF COOPERATIVE RECORDS BY MEMBER.
a. A member is entitled to inspect and copy, at the member’s expense, during regular busi-

ness hours at a reasonable location specified by the cooperative, any of the records described
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in section 501A.507 if the member meets the requirements of paragraph “b” and gives the co-
operative written demand at least five business days before the date on which the member
wishes to inspect and copy the records. Notwithstanding the provisions of this subsection or
any provisions of section 501A.507, a member shall not have the right to inspect or copy any
records of the cooperative relating to the amount of equity capital in the cooperative held by
any person or any accounts receivable or other amounts due the cooperative from any person,
or any personnel records or employment records of any employee.
b. To be entitled to inspect and copy permitted records, themember shall meet all of the fol-

lowing requirements:
(1) The member must have been a member for at least one year immediately preceding the

demand to inspect or copy or must be a member holding at least five percent of all of the out-
standing equity interests in the cooperative as of the date the demand is made.
(2) The demand is made in good faith and for a proper cooperative business purpose.
(3) The member describes with reasonable particularity the purpose and the records the

member desires to inspect.
(4) The records are directly connected with the described purpose.
c. The right of inspection granted by this subsection shall not be abolished or limited by the

articles, bylaws, or any actions of the board or the members.
d. This subsection does not affect any of the following:
(1) The right of a member to inspect records to the same extent as any other litigant if the

member is in litigation with the cooperative.
(2) The power of a court to compel the production of the cooperative’s records for examina-

tion.
e. Notwithstanding any other provision in this subsection, if the records to be inspected or

copied are in active use or storage and, therefore, not available at the time otherwise provided
for inspectionor copying, the cooperative shall notify themember and shall set a date andhour
within three business days of the date otherwise set in this subsection for the inspection or
copying.
f. Amember’s agent or attorney has the same inspection and copying rights as themember.

The right to copy recordsunder this subsection includes, if reasonable, the right to receive cop-
ies made by photographic copying, xerographic copying, or other means. The cooperative
may impose a reasonable charge, covering the costs of labor and material, for copies of any
documents provided to themember. The charge shall not exceed the estimated cost of produc-
tion and reproduction of the records.
g. If a cooperative refuses to allow amember, or the member’s agent or attorney, who com-

plies with this subsection to inspect or copy any records that the member is entitled to inspect
or copy within a prescribed time limit or, if none, within a reasonable time, the district court
of the county in this statewhere the cooperative’s principal office is located or, if it has no prin-
cipal office in this state, the district court of the county in which its registered office is located
may, on application of the member, summarily order the inspection or copying of the records
demanded at the cooperative’s expense.
h. If a court orders inspection or copying of the records demanded, unless the cooperative

proves that it refused inspection or copying in good faith because it had a reasonable basis for
doubt about the right of the member or the member’s agent or attorney to inspect or copy the
records demanded, all of the following shall apply:
(1) The court may order the losing party to pay the prevailing party’s reasonable costs, in-

cluding reasonable attorney fees.
(2) The courtmayorder the losingparty to pay the prevailing party for any damages thepre-

vailing party shall have incurred by reason of the subject matter of the litigation.
(3) If inspection or copying is ordered under this paragraph “h”, the court may order the co-

operative to pay the member’s inspection and copying expenses.
(4) The court may grant either party any other remedy provided by law.
(5) The court may impose reasonable restrictions on the use or distribution of the records

by the demanding member.
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Sec. 52. NEW SECTION. 501A.802 MEMBER NOT LIABLE FOR COOPERATIVE
DEBTS.
A member is not, merely on the account of that status, personally liable for the acts, debts,

liabilities, or obligations of a cooperative. A member is liable for any unpaid subscription for
the membership interest, unpaid membership fees, or a debt for which the member has sepa-
rately contracted with the cooperative.

Sec. 53. NEW SECTION. 501A.803 REGULAR MEMBERS’ MEETINGS.
1. ANNUALMEETING. Regularmembers’meetings shall be held annually at a time deter-

mined by the board, unless otherwise provided for in the bylaws.
2. LOCATION. The regular members’ meeting shall be held at the principal place of busi-

ness of the cooperative or at another conveniently located place as determined by the bylaws
or the board.
3. BUSINESS AND FISCAL REPORTS. The officers shall submit reports to the members

at the regular members’ meeting covering the business of the cooperative for the previous fis-
cal year that show the condition of the cooperative at the close of the fiscal year.
4. ELECTIONOFDIRECTORS. All directors shall be elected at the regularmembers’meet-

ing for the terms of office prescribed in the bylaws, except for directors elected at district or
unit meetings.
5. NOTICE.
a. The cooperative shall give notice of regular members’ meetings by mailing the regular

members’ meeting notice to each member at the members’ last known post office address or
by other notification approved by the board and agreed to by themembers. The regularmem-
bers’ meeting notice shall be published or otherwise given by approved method at least two
weeks before the date of themeeting ormailed at least fifteen days before the date of themeet-
ing.
b. Thenotice shall contain a summaryof anybylawamendments adoptedby theboard since

the last annual meeting.
6. WAIVER ANDOBJECTIONS. Amember may waive notice of a meeting of members. A

waiver of notice by a member entitled to notice is effective whether given before, at, or after
themeeting, and whether given in writing, orally, or by attendance. Attendance by amember
at a meeting is a waiver of notice of that meeting, except where the member objects at the be-
ginningof themeeting to the transaction of business because themeeting is not lawfully called
or convened, or objects before a vote on an item of business because the item cannot lawfully
be considered at that meeting and does not participate in the consideration of the item at that
meeting.

Sec. 54. NEW SECTION. 501A.804 SPECIAL MEMBERS’ MEETINGS.
1. CALLINGMEETING. Special members’ meetings of the members may be called by any

of the following:
a. A majority vote of the board.
b. The written petition of at least twenty percent of the patron members and, if authorized

by the articles or bylaws, twenty percent of the nonpatron members, twenty percent of all
members, or members representing twenty percent of the membership interests collectively
submitted to the chairperson.
2. NOTICE. The cooperative shall give notice of a special members’meeting bymailing the

special members’ meeting notice to each member personally at the person’s last known post
office address or an alternative method approved by the board and agreed to by the member
individually or the members generally. For a member that is an entity, notice mailed or deliv-
eredbyanalternativemethod shall be toanofficer of the entity. Thespecialmembers’meeting
notice shall state the time, place, and purpose of the special members’ meeting. The special
members’meeting notice shall be issuedwithin ten days from and after the date of the presen-
tation of a members’ petition, and the special members’ meeting shall be held within thirty
days after the date of the presentation of the members’ petition.
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3. WAIVER ANDOBJECTIONS. Amember may waive notice of a meeting of members. A
waiver of notice by a member entitled to notice is effective whether given before, at, or after
themeeting, and whether given in writing, orally, or by attendance. Attendance by amember
at a meeting is a waiver of notice of that meeting, except where the member objects at the be-
ginningof themeeting to the transaction of business because themeeting is not lawfully called
or convened, or objects before a vote on an item of business because the item cannot lawfully
be considered at that meeting and does not participate in the consideration of the item at that
meeting.

Sec. 55. NEW SECTION. 501A.805 CERTIFICATION OF MEETING NOTICE.
1. CERTIFICATEOFMAILING. Aftermailing special or regularmembers’meetingnotices

or otherwise delivering the notices, the cooperative shall execute a certificate containing the
date of mailing or delivery of the notice and a statement that the special or regular members’
meeting notices were mailed or delivered as prescribed by law.
2. MATTEROFRECORD. The certificate shall bemade a part of the record of themeeting.
3. FAILURE TO RECEIVEMEETINGNOTICE. Failure of a member to receive a special or

regular members’ meeting notice does not invalidate an action taken by the members at a
members’ meeting.

Sec. 56. NEW SECTION. 501A.806 QUORUM.
1. QUORUM. The quorum for a members’ meeting to transact business shall be by any of

the following:
a. Ten percent of the total number of members of a cooperative with five hundred or fewer

members.
b. Fifty members for cooperatives with more than five hundred members.
2. QUORUMFORVOTINGBYMAIL. In determining a quorum at ameeting, on a question

submitted to a vote by mail or an alternative method, members present in person or repre-
sented bymail vote or the alternative votingmethod shall be counted. The attendance of a suf-
ficient number of members to constitute a quorum shall be established by a registration of the
members of the cooperative present at the meeting. The registration shall be verified by the
chairperson or the records officer of the cooperative and shall be reported in the minutes of
the meeting.
3. MEETING ACTION INVALID WITHOUT QUORUM. An action by a cooperative is not

valid or legal in the absence of a quorum at the meeting at which the action was taken.

Sec. 57. NEW SECTION. 501A.807 REMOTE COMMUNICATIONS FOR MEMBERS’
MEETINGS.
1. CONSTRUCTION AND APPLICATION. This section shall be construed and applied to

all of the following:
a. To facilitate remote communication consistent with other applicable law.
b. To be consistent with reasonable practices concerning remote communication and with

the continued expansion of those practices.
2. MEMBERS’ MEETINGS HELD SOLELY BY MEANS OF REMOTE COMMUNICA-

TION. To the extent authorized in thearticles, amember control agreement, or thebylawsand
determined by the board, a regular or special meeting of members may be held solely by any
combination ofmeans of remote communication throughwhich themembersmay participate
in themeeting, if notice of themeeting is given to every owner ofmembership interests entitled
to vote aswouldbe required by this chapter for ameeting, and if themembership interests held
by the members participating in the meeting would be sufficient to constitute a quorum at a
meeting. Participation by amember by thatmeans constitutes presence at themeeting in per-
son or by proxy if all the other requirements of this chapter for the meeting are met.
3. PARTICIPATION INMEMBERS’ MEETINGS BYMEANSOF REMOTE COMMUNICA-

TION. To the extent authorized in the articles or the bylaws and determined by the board, a
member not physically present in person or by proxy at a regular or special meeting of mem-



394LAWS OF THE EIGHTY-FIRST G.A., 2005 SESSIONCH. 135

bers may, by means of remote communication, participate in a meeting of members held at
a designated place. Participation by amember by thatmeans constitutes presence at themeet-
ing in person or by proxy if all the other requirements of this chapter for the meeting are met.
4. REQUIREMENTS FORMEETINGSHELDSOLELYBYMEANSOF REMOTECOMMU-

NICATION AND FOR PARTICIPATION BY MEANS OF REMOTE COMMUNICATION. In
any meeting of members held solely by means of remote communication under subsection 2
or in anymeetingofmembers held at a designated place inwhichone ormoremembers partic-
ipate by means of remote communication under subsection 3, all of the following shall apply:
a. The cooperative shall implement reasonablemeasures to verify that each person deemed

present and entitled to vote at the meeting by means of remote communication is a member.
b. The cooperative shall implement reasonable measures to provide each member partici-

pating bymeans of remote communication with a reasonable opportunity to participate in the
meeting, including an opportunity to do all of the following:
(1) Read or hear the proceedings of the meeting substantially concurrently with those pro-

ceedings.
(2) If allowed by the procedures governing the meeting, have the member’s remarks heard

or read by other participants in the meeting substantially concurrently with the making of
those remarks.
(3) If otherwise entitled, vote on matters submitted to the members.
5. NOTICE TO MEMBERS.
a. Any notice to members given by the cooperative under any provision of this chapter, the

articles, or the bylaws by a form of electronic communication consented to by the member to
whom the notice is given is effective when given. The notice is deemed given upon any of the
following:
(1) If by facsimile communication, when directed to a telephone number at which themem-

ber has consented to receive notice.
(2) If by electronic mail, when directed to an electronic mail address at which the member

has consented to receive notice.
(3) If by a posting on an electronic network on which the member has consented to receive

notice, together with separate notice to the member of the specific posting, upon the later of
any of the following:
(a) The posting.
(b) The giving of the separate notice.
(4) If by any other form of electronic communication by which the member has consented

to receive notice, when directed to the member.
b. An affidavit of the secretary, other authorized officer, or authorized agent of the cooper-

ative that the notice has been given by a form of electronic communication is, in the absence
of fraud, prima facie evidence of the facts stated in the affidavit.
c. Consent by a member to notice given by electronic communication may be given in writ-

ing or by authenticated electronic communication. The cooperative is entitled to rely on any
consent so given until revoked by themember, provided that no revocation affects the validity
of any notice given before receipt by the cooperative of revocation of the consent.
6. REVOCATION. Any ballot, vote, authorization, or consent submitted by electronic com-

munication under this chapter may be revoked by themember submitting the ballot, vote, au-
thorization, or consent so long as the revocation is received by a director or the chief executive
officer of the cooperative at or before the meeting or before an action without a meeting is ef-
fective.
7. WAIVER. Waiver of notice by a member of a meeting by means of authenticated elec-

tronic communicationmay be given in themanner provided for the regular or specialmeeting.
Participation in ameeting bymeans of remote communication described in subsections 2 and
3 is a waiver of notice of that meeting, except where the member objects at the beginning of
the meeting to the transaction of business because the meeting is not lawfully called or con-
vened, or objects before a vote on an itemof business because the item cannot lawfully be con-
sidered at themeeting anddoes not participate in the consideration of the itemat thatmeeting.



395 LAWS OF THE EIGHTY-FIRST G.A., 2005 SESSION CH. 135

Sec. 58. NEW SECTION. 501A.808 ACT OF MEMBERS.
1. ACTION BY AFFIRMATIVE VOTE OF MEMBERS.
a. The members shall take action by the affirmative vote of the members of the greater of

any of the following:
(1) A majority of the voting power of the membership interests present and entitled to vote

on that item of business.
(2) A majority of the voting power that would constitute a quorum for the transaction of

business at themeeting, exceptwhere this chapter, the articles or bylaws, or amember control
agreement require a larger proportion.
b. If the articles, bylaws, or a member control agreement require a larger proportion than

is required by this chapter for a particular action, the articles, bylaws, or the member control
agreement shall have control over the provisions of this chapter.
2. CLASS OR SERIES OFMEMBERSHIP INTERESTS. In any case where a class or series

of membership interests is entitled by this chapter, the articles, bylaws, a member control
agreement, or the terms of themembership interests to vote as a class or series, thematter be-
ing voted upon must also receive the affirmative vote of the owners of the same proportion of
the membership interests present of that class or series; or of the total outstanding member-
ship interests of that class or series, as the proportion required under subsection 1, unless the
articles, bylaws, or the member control agreement require a larger proportion. Unless other-
wise stated in the articles, bylaws, or a member control agreement, in the case of voting as a
class or series, the minimum percentage of the total voting power of membership interests of
the class or series that must be present is equal to theminimum percentage of all membership
interests entitled to vote required to be present under section 501A.707.
3. GREATER QUORUM OR VOTING REQUIREMENTS.
a. The articles or bylaws adopted by themembersmay provide for a greater quorum or vot-

ing requirement for members or voting groups than is provided for by this chapter.
b. An amendment to the articles or bylaws that adds, changes, or deletes a greater quorum

or voting requirement shall meet the same quorum requirement and be adopted by the same
vote andvotinggroups required to takeactionunder thequorumandvoting requirements then
in effect or proposed to be adopted, whichever is greater.

Sec. 59. NEW SECTION. 501A.809 ACTION WITHOUT A MEETING.
1. METHOD. An action required or permitted to be taken at ameeting of themembersmay

be takenbywritten action signed, or consented toby authenticated electronic communication,
by all of the members. If the articles, bylaws, or a member control agreement so provide, any
actionmaybe takenbywritten action signed, or consented to by authenticated electronic com-
munication, by the members who own voting power equal to the voting power that would be
required to take the same action at ameeting of themembers at which all memberswere pres-
ent.
2. EFFECTIVE TIME. The written action is effective when signed or consented to by au-

thenticated electronic communication by the required members, unless a different effective
time is provided in the written action.
3. NOTICE AND LIABILITY. When written action is permitted to be taken by less than all

members, all members must be notified immediately of its text and effective date. Failure to
provide the notice does not invalidate the written action. Amember who does not sign or con-
sent to the written action has no liability for the action or actions taken by the written action.

Sec. 60. NEW SECTION. 501A.810 MEMBER VOTING RIGHTS.
1. MEMBER HAS ONE VOTE OR PATRONAGE VOTING. A patron member of a cooper-

ative is only entitled to one vote on an issue to be voted upon bymembers holding patronmem-
bership interests. However, if authorized in the cooperative’s articles or bylaws, a patron
member may be entitled to additional votes based on patronage criteria in section 501A.811.
If nonpatronmembers are authorized by the patronmembers andgranted voting rights on any
matter voted on by the members of the cooperative, the entire patron members’ voting power
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shall be voted collectively based upon the vote of the majority of patron members voting on
the issue and the collective vote of the patron members shall be a majority of the vote cast un-
less otherwise provided in the bylaws. The bylaws shall not reduce the collective patronmem-
ber vote to less than fifteenpercent of the total vote onmatters of the cooperative. Anonpatron
member has the voting rights in accordance to the nonpatron member’s nonpatron member-
ship interests as granted in the bylaws, subject to the provisions of this chapter.
2. RIGHT TO VOTE AT MEETING. A member or delegate may exercise voting rights on

any matter that is before the members as prescribed in the articles or bylaws at a members’
meeting from the time the member or delegate arrives at the members’ meeting, unless the
articles or bylaws specify an earlier and specific time for closing the right to vote.
3. VOTING METHOD. A member’s vote at a members’ meeting shall be in person or by

mail if a mail vote is authorized by the board or by alternative method if authorized by the
board and not by proxy, except as provided in subsection 4.
4. MEMBERS REPRESENTED BY DELEGATES.
a. The provisions of this subsection apply to members represented by delegates.
b. A cooperativemay provide in the articles or bylaws that units or districts of members are

entitled to be represented at members’ meetings by delegates chosen by the members of the
unit or district. The delegates may vote onmatters at themembers’ meeting in the sameman-
ner as a member. The delegates may only exercise the voting rights on a basis and with the
number of votes as prescribed in the articles or bylaws.
c. If the approval of a certain portion of the members is required for adoption of amend-

ments, a dissolution, a merger, a consolidation, or a sale of assets, the votes of delegates shall
be counted as votes by the members represented by the delegate.
d. Patron members may be represented by the proxy of other patron members.
e. Nonpatron members may be represented by proxy if authorized in the bylaws.
5. ABSENTEE BALLOTS.
a. The provisions of this subsection apply to absentee ballots.
b. A member who is or will be absent from a members’ meeting may vote by mail or by an

approved alternativemethod on the ballot prescribed in this subsection on anymotion, resolu-
tion, or amendment that the board submits for vote bymail or alternative method to themem-
bers.
c. The ballot shall be in the form prescribed by the board and contain all of the following:
(1) The exact text of the proposed motion, resolution, or amendment to be acted on at the

meeting.
(2) The text of the motion, resolution, or amendment for which the member may indicate

an affirmative or negative vote.
d. The member shall express a choice by marking an appropriate choice on the ballot and

mail, deliver, or otherwise submit the ballot to the cooperative in a plain, sealed envelope in-
side another envelope bearing the member’s name or by an alternative method approved by
the board.
e. A properly executed ballot shall be accepted by the board and counted as the vote of the

absent member at the meeting.

Sec. 61. NEW SECTION. 501A.811 PATRON MEMBER VOTING BASED ON PA-
TRONAGE.
1. PATRONMEMBERS TO HAVE AN ADDITIONAL VOTE. A cooperative may authorize

by the articles or the bylaws for patronmembers to have an additional vote for all of the follow-
ing:
a. A stipulated amount of business transacted between the patronmember and cooperative.
b. A stipulated number of patron members in a member cooperative.
c. A certain stipulated amount of equity allocated to or held by a patronmember in the coop-

erative’s central organization.
d. A combination of methods provided in this subsection.
2. DELEGATES ELECTED BY PATRONS TO HAVE AN ADDITIONAL VOTE. A cooper-
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ative that is organized into units or districts of patron members may, by the articles or the by-
laws, authorize the delegates elected by its patronmembers to have an additional vote for any
of the following:
a. A stipulated amount of business transacted between the patron members in the units or

districts and the cooperative.
b. A certain stipulated amount of equity allocated to or held by the patron members of the

units or districts of the cooperative.
c. A combination of methods in this subsection.

Sec. 62. NEW SECTION. 501A.812 VOTING RIGHTS.
1. DETERMINATION. The boardmay fix a date not more than sixty days, or a shorter time

period provided in the articles or bylaws, before the date of a meeting of members as the date
for the determination of the owners of membership interests entitled to notice of and entitled
to vote at themeeting. When a date is so fixed, onlymembers on that date are entitled to notice
of and permitted to vote at that meeting of members.
2. NONMEMBERS. The articles or bylaws may give or prescribe the manner of giving a

creditor, security holder, or other person a right to vote on patronmembership interests under
this section.
3. JOINTLYOWNEDMEMBERSHIP INTERESTS. Membership interests owned by two or

moremembersmaybe voted by any one of themunless the cooperative receiveswritten notice
from any one of themdenying the authority of that person to vote thosemembership interests.
4. MANNER OF VOTING AND PRESUMPTION. Except as provided in subsection 3, an

owner of a nonpatron membership interest or a patron membership interest with more than
one vote that is entitled to vote may vote any portion of the membership interest in any way
themember chooses. If amember voteswithout designating the proportion voted in a particu-
lar way, the member is considered to have voted all of the membership interest in that way.

Sec. 63. NEW SECTION. 501A.813 VOTING BY ORGANIZATIONS AND LEGAL REP-
RESENTATIVES.
1. MEMBERSHIP INTERESTS HELD BY ANOTHER ORGANIZATION. Membership in-

terests of a cooperative reflected in the required records as being owned by another domestic
business entity or foreignbusiness entitymaybevotedby the chairperson, chief executiveoffi-
cer, or another legal representative of that organization.
2. MEMBERSHIP INTERESTS HELD BY SUBSIDIARY. Except as provided in subsection

3, membership interests of a cooperative reflected in the required records as being owned by
a subsidiary are not entitled to be voted on any matter.
3. MEMBERSHIP INTERESTS CONTROLLED IN A FIDUCIARY CAPACITY. Member-

ship interests of a cooperative in the name of, or under the control of, the cooperative or a sub-
sidiary in a fiduciary capacity are not entitled to be voted on any matter, except to the extent
that the settler or beneficiary possesses and exercises a right to vote or gives the cooperative
or, with respect to membership interests in the name of or under control of a subsidiary, the
subsidiary, binding instructions on how to vote the membership interests.
4. VOTINGBYCERTAINREPRESENTATIVES. Subject to section 501A.810, membership

interests under the control of a person in a capacity as a personal representative, an adminis-
trator, executor, guardian, conservator, or the likemaybe voted by the person, either in person
or by proxy,without reflecting in the required records thosemembership interests in the name
of the person.
5. VOTING BY TRUSTEES IN BANKRUPTCY OR RECEIVER. Membership interests re-

flected in the required records in thenameof a trustee inbankruptcyor a receivermaybevoted
by the trustee or receiver either in person or by proxy. Membership interests under the control
of a trustee in bankruptcy or a receivermay be voted by the trustee or receiver without reflect-
ing in the required records the name of the trustee or receiver, if authority to do so is contained
in an appropriate order of the court by which the trustee or receiver was appointed. The right
to vote of trustees in bankruptcy and receivers is subject to section 501A.810.
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6. MEMBERSHIP INTERESTS HELD BY OTHER ORGANIZATIONS. Membership inter-
ests reflected in the required records in the name of a business entity not described in subsec-
tions 1 through 5 may be voted either in person or by proxy by the legal representative of that
business entity.
7. GRANTOF SECURITY INTEREST. The grant of a security interest in a membership in-

terest does not entitle the holders of the security interest to vote.

Sec. 64. NEW SECTION. 501A.814 PROXIES.
1. AUTHORIZATION.
a. A patron member may only grant a proxy to vote to another patron member.
b. A member may cast or authorize the casting of a vote by any of the following:
(1) Filing awritten appointment of a proxywith the board at or before themeeting at which

the appointment is to be effective.
(2) Telephonic transmission or authenticated electronic communication,whether or not ac-

companied by written instructions of the member, of an appointment of a proxy with the co-
operative or the cooperative’s duly authorized agent at or before the meeting at which the ap-
pointment is to be effective.
c. The telephonic transmission or authenticated electronic communication must set forth

or be submitted with information from which it can be determined that the appointment was
authorized by the member. If it is reasonably concluded that the telephonic transmission or
authenticated electronic communication is valid, the inspectors of election or, if there are not
inspectors, the other persons making that determination shall specify the information upon
which they relied tomake that determination. A proxy so appointedmay vote on behalf of the
member, or otherwise participate, in a meeting by remote communication under section
501A.807, to the extent the member appointing the proxy would have been entitled to partici-
pate by remote communication if the member did not appoint the proxy.
d. A copy, facsimile, telecommunication, or other reproduction of the original writing or

transmission may be substituted or used in lieu of the original writing or transmission for any
purpose for which the original transmission could be used, if the copy, facsimile, telecommu-
nication, or other reproduction is a complete and legible reproduction of the entire original
writing or transmission.
e. An appointment of a proxy formembership interests owned jointly by two ormoremem-

bers is valid if signed or consented to by authenticated electronic communication, by any one
of them, unless the cooperative receives from any one of those members written notice or an
authenticated electronic communication either denying the authority of that person to appoint
a proxy or appointing a different proxy.
2. DURATION. The appointment of a proxy is valid for elevenmonths unless a longer peri-

od is expressly provided in the appointment. An appointment is not irrevocable unless the ap-
pointment is coupled with an interest in the membership interests or the cooperative.
3. TERMINATION. An appointment may be terminated at will unless the appointment is

coupled with an interest, in which case the appointment shall not be terminated except in ac-
cordancewith the terms of an agreement, if any, between the parties to the appointment. Ter-
mination may be made by filing written notice of the termination of the appointment with a
manager of the cooperative or by filing a new written appointment of a proxy with a manager
of the cooperative. Termination in either manner revokes all prior proxy appointments and
is effective when filed with a manager of the cooperative.
4. REVOCATION BY DEATH OR INCAPACITY. The death or incapacity of a person ap-

pointing a proxy does not revoke the authority of the proxy, unless written notice of the death
or incapacity is received by a manager of the cooperative before the proxy exercises the au-
thority under that appointment.
5. MULTIPLE PROXIES. Unless the appointment specifically provides otherwise, if two or

more persons are appointed as proxies for a member, all of the following apply:
a. Any one of them may vote the membership interests on each item of business in accor-

dance with specific instructions contained in the appointment.
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b. If no specific instructions are contained in the appointment with respect to voting the
membership interests on a particular item of business, the membership interests must be
voted as a majority of the proxies determine. If the proxies are equally divided, the member-
ship interests must not be voted.
6. VOTEOFPROXYACCEPTEDANDLIABILITY. Unless the appointment of a proxy con-

tains a restriction, limitation, or specific reservation of authority, the cooperative may accept
a vote or action taken by a person named in the appointment. The vote of a proxy is final, bind-
ing, and not subject to challenge, but the proxy is liable to the member for damages resulting
froma failure to exercise theproxyor fromanexercise of theproxy in violationof theauthority
granted in the appointment.
7. LIMITED AUTHORITY. If a proxy is given authority by a member to vote on less than

all itemsof business considered at ameetingofmembers, themember is considered to bepres-
ent and entitled to vote by the proxy only with respect to those items of business for which the
proxy has authority to vote. A proxy who is given authority by a member who abstains with
respect to an item of business is considered to have authority to vote on the item of business
for purposes of this subsection.

Sec. 65. NEW SECTION. 501A.815 SALE OF PROPERTY AND ASSETS.
1. MEMBERAPPROVALNOTREQUIRED. A cooperativemay, by affirmative vote of ama-

jority of the board present, upon those terms and conditions and for those considerations,
whichmay bemoney, securities, or other instruments for the payment ofmoney or other prop-
erty, as the board considers expedient and withoutmember approval, do any of the following:
a. Sell, lease, transfer, or otherwise dispose of all or substantially all of its property and as-

sets in the usual and regular course of its business.
b. Grant a security interest in all or substantially all of its property and assets whether or

not in the usual and regular course of its business.
c. Transfer any or all of its property to a business entity all the ownership interests of which

are owned by the cooperative.
d. For purposes of debt financing, transfer any or all of its property to a special purpose enti-

ty owned or controlled by the cooperative for an asset securitization.
2. MEMBER APPROVAL REQUIRED. Except as provided in subsection 1, a cooperative,

by affirmative vote of a majority of the board present, may sell, lease, transfer, or otherwise
dispose of all or substantially all of its property and assets, including its goodwill, not in the
usual and regular course of its business, upon those terms and conditions and for those consid-
erations, which may be money, securities, or other instruments for the payment of money or
other property, as the board considers expedient, when approved at a regular or special meet-
ing of themembers by the affirmative vote of two-thirds of the voting power voting at themeet-
ing. Ten days’ written notice of themeetingmust be given to all members whether or not they
are entitled to vote at themeeting. Thewritten noticemust state that a purpose of themeeting
is to consider the sale, lease, transfer, or other disposition of all or substantially all of the prop-
erty and assets of the cooperative.
3. CONFIRMATORY DOCUMENTS. Confirmatory deeds, assignments, or similar instru-

ments to evidence a sale, lease, transfer, or other disposition may be signed and delivered at
any time in the name of the transferor by its current chairperson of the board or authorized
agents.
4. LIABILITYOF TRANSFEREE. The transferee is liable for the debts, obligations, and lia-

bilities of the transferor only to the extent provided in the contract or agreement between the
transferee and the transferor or to the extent provided by law.

Sec. 66. NEW SECTION. 501A.816 VOTE OF OWNERSHIP INTERESTS HELD BY CO-
OPERATIVE.
A cooperative that holds ownership interests of another business entity may, by direction

of the cooperative’s board, elect or appoint a person to represent the cooperative at a meeting
of the business entity. The representative has authority to represent the cooperative andmay
cast the cooperative’s vote at the business entity’s meeting.
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SUBCHAPTER 9
MEMBERSHIP INTERESTS

Sec. 67. NEW SECTION. 501A.901 MEMBERSHIP INTERESTS.
1. PATRON MEMBERSHIP INTERESTS. Patron membership interests shall be the only

membership interest of a cooperative unless nonpatron memberships are authorized under
subsection 2. If nonpatron interests are authorized, the patron membership interests collec-
tively shall have not less than fifty percent of the cooperative’s financial rights to profit alloca-
tions and distributions. However, the cooperative’s articles or bylawsmay be amended by the
affirmative vote of patron members to allow the cooperative’s financial rights to profit alloca-
tions and distributions to patronmembers collectively to be a lesser amount but in no case less
than fifteen percent.
2. NONPATRONAGE MEMBERSHIP INTERESTS.
a. In order for a cooperative to have nonpatron membership interests, the patron members

must approve articles or bylaw provisions authorizing the terms and conditions of the nonpa-
tron membership interests, which may include authorizing the board to determine the terms
and conditions of the nonpatron membership interests.
b. If nonpatron membership interests are authorized, the cooperative may solicit and issue

nonpatron membership interests on terms and conditions determined by the board and dis-
closed in the articles, bylaws, or by separate disclosure to themembers. Eachmember acquir-
ing nonpatron membership interests shall sign a member control agreement or otherwise
agree to the conditions of the bylaws. The control agreement or the bylaws shall describe the
rights and obligations of the member as it relates to the nonpatron membership interests, the
financial and governance rights, the transferability of the nonpatron membership interests,
the division and allocation of profits and losses among themembership interests andmember-
ship classes, and financial rights upon liquidation. If the articles or bylaws do not otherwise
provide for the allocation of the profits and losses between patron membership interests and
nonpatron membership interests, then the allocation of profits and losses among nonpatron
membership interests individually and patronmembership interests collectively shall be allo-
cated on the basis of the value of contributions to capital made according to the patron mem-
bership interests collectively and thenonpatronmemberships3 interests individually to the ex-
tent the contributions have been accepted by the cooperative. Distributions of cash or other
assets of the cooperative shall be allocated among themembership interests as provided in the
articles or bylaws, subject to the provisions of this chapter. If not otherwise provided in the
articles or bylaws, distributions shall bemade on the basis of value of the capital contributions
of the patron membership interests collectively and the nonpatron membership interests to
the extent the contributions have been accepted by the cooperative.
3. AMOUNTS AND DIVISIONS OF MEMBERSHIP INTERESTS. The authorized amount

and divisions of patron membership interests and, if authorized by the patron members, non-
patron membership interest, may be increased, decreased, established, or altered in accor-
dancewith the restrictions in this chapter byamending thearticles orbylaws at a regularmem-
bers’ meeting or at a special members’ meeting called for the purpose of the amendment.
4. ISSUANCE OF MEMBERSHIP INTERESTS. Authorized membership interests may be

issuedon termsandconditionsprescribed in thearticles, bylaws, or if authorized in thearticles
or bylaws as determined by the board. The cooperative shall disclose to any person acquiring
membership interests to be issued by the cooperative, the organization, capital structure, and
known business prospects and risks of the cooperative, the nature of the governance and fi-
nancial rights of the membership interest being acquired and of other classes of membership
andmembership interests. The cooperative shall notify all members of themembership inter-
ests being issued by the cooperative. Amembership interest shall not be issued until subscrip-
tion price of the membership interest has been paid for in money or property with the value
of the property to be contributed approved by the board.
5. TRANSFERRING OR SELLING MEMBERSHIP INTERESTS. After issuance by the co-

operative, membership interests in a cooperative may only be sold or transferred with the

___________________

3 According to enrolled Act
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approval of the board. The board may adopt resolutions prescribing procedures to prospec-
tively approve transfers.
6. COOPERATIVE FIRST RIGHT TO PURCHASE MEMBERSHIP INTERESTS. The ar-

ticles or bylaws may provide that the cooperative or the patron members, individually or col-
lectively, have the first privilege of purchasing themembership interests of any class of mem-
bership interests offered for sale. The first privilege to purchase membership interests may
be satisfied by notice to othermembers that themembership interests are for sale and a proce-
dure by whichmembers may proceed to attempt to purchase and acquire the membership in-
terests.
7. PAYMENT FOR DISSENTING MEMBERSHIP INTERESTS.
a. Subject to the provisions in the articles and bylaws, a member may dissent from and ob-

tain payment for the fair value of the member’s membership interests in the cooperative if all
of the following apply:
(1) The majority of the cooperative’s member voting power is held by different classes of

interests.
(2) The articles or bylaws are amended or the cooperative ismerged or otherwise combined

with another entity in a manner that materially and adversely affects the rights and prefer-
ences of the membership interests of the dissenting member.
b. The dissenting member shall file a notice of intent to demand fair value of the member-

ship interestwith the records officer of the cooperativewithin thirty days after the amendment
of the bylaws and notice of the amendment to members; otherwise, the right of the dissenting
member to demand payment of fair value for themembership interest is waived. If a proposed
amendment of the articles or bylaws must be approved by the members, a member who is en-
titled to dissent and whowishes to exercise dissenter’s rights shall file a notice to demand fair
value of the membership interest with the records officer of the cooperative; otherwise, the
right to demand fair value for the membership interest by the dissenting member is waived.
After receipt of the dissenting member’s demand notice and approval of the amendment, the
cooperative has sixty days to rescind the amendment, or otherwise the cooperative shall remit
the fair value for the member’s interest to the dissenting member by one hundred eighty days
after receipt of the notice. Upon receipt of the fair value for themembership interest, themem-
ber has no further member rights in the cooperative.

Sec. 68. NEW SECTION. 501A.902 ASSIGNMENT OF FINANCIAL RIGHTS.
1. ASSIGNMENT OF FINANCIAL RIGHTS PERMITTED. Except as provided in subsec-

tion 3, a member’s financial rights are transferable in whole or in part.
2. EFFECT OF ASSIGNMENT OF FINANCIAL RIGHTS. An assignment of a member’s fi-

nancial rights entitles the assignee to receive, to the extent assigned, only the share of profits
and losses and the distributions towhich the assignorwould otherwise be entitled. An assign-
ment of a member’s financial rights does not dissolve the cooperative and does not entitle or
empower the assignee to become amember, to exercise any governance rights, to receive any
notices from the cooperative, or to cause dissolution. The assignment shall not allow the as-
signee to control the member’s exercise of governance or voting rights.
3. RESTRICTIONS OF ASSIGNMENT OF FINANCIAL RIGHTS.
a. A restriction on the assignment of financial rights may be imposed in the articles, in the

bylaws, in amember control agreement, by a resolution adopted by themembers, by an agree-
ment among or other written action by themembers, or by an agreement among or other writ-
ten action by the members and the cooperative. A restriction is not binding with respect to
financial rights reflected in the required records before the adoption of the restriction, unless
the owners of those financial rights are parties to the agreement or voted in favor of the restric-
tion.
b. Subject to paragraph “c”, a written restriction on the assignment of financial rights that

is not manifestly unreasonable under the circumstances and is noted conspicuously in the re-
quired recordsmay be enforced against the owner of the restricted financial rights or a succes-
sor or transferee of the owner, including a pledgee or a legal representative. Unless noted con-



402LAWS OF THE EIGHTY-FIRST G.A., 2005 SESSIONCH. 135

spicuously in the required records, a restriction, even though permitted by this section, is inef-
fective against a person without knowledge of the restriction.
c. With regard to restrictions on the assignment of financial rights, a would-be assignee of

financial rights is entitled to rely on a statement of membership interest issued by the cooper-
ative under section 501A.903. A restriction on the assignment of financial rights, which is
otherwise valid and in effect at the time of the issuance of a statement of membership interest
but which is not reflected in that statement, is ineffective against an assignee who takes an as-
signment in reliance on the statement.
d. Notwithstandinganyprovisionof law, articles, bylaws,member control agreement, other

agreement, resolution, or action to the contrary, a security interest in a member’s financial
rights may be foreclosed and otherwise enforced, and a secured party may assign amember’s
financial rights in accordance with the uniform commercial code, chapter 554, without the
consent or approval of the member whose financial rights are subject to the security interest.

Sec. 69. NEW SECTION. 501A.903 NATURE OF A MEMBERSHIP INTEREST AND
STATEMENT OF INTEREST OWNED.
1. GENERALLY. A membership interest is personal property. A member has no interest

in specific cooperative property. All property of the cooperative is property of the cooperative.
2. STATEMENTOFMEMBERSHIP INTEREST. At the request of anymember, the cooper-

ative shall state in writing the particularmembership interest owned by that member as of the
date the cooperative makes the statement. The statement must describe the member’s rights
to vote, if any, to share in profits and losses, and to share indistributions, restrictionsonassign-
ments of financial rights under section 501A.902, subsection 3, or voting rights under section
501A.810 then in effect, as well as any assignment of the member’s rights then in effect other
than a security interest.
3. TERMS OF MEMBERSHIP INTERESTS. All the membership interests of a cooperative

are subject to all of the following:
a. Membership interests shall be of one class, without series, unless the articles or bylaws

establish or authorize the board to establish more than one class or series within classes.
b. Ordinary patron membership interests and, if authorized, nonpatron membership in-

terest subject to this chapter are entitled to vote as provided in section 501A.810, and have
equal rights and preferences in all matters not otherwise provided for by the board and to the
extent that the articles or bylaws have fixed the relative rights and preferences of different
classes and series.
c. Membership interests share profits and losses and are entitled to distributions as pro-

vided in sections 501A.1005 and 501A.1006.
4. RIGHTS OF JUDGMENT CREDITOR. On application to a court of competent jurisdic-

tion by any judgment creditor of amember, the court may charge amember’s or an assignee’s
financial rights with payment of the unsatisfied amount of the judgment with interest. To the
extent so charged, the judgment creditor has only the rights of an assignee of a member’s fi-
nancial rights under section 501A.902. This chapter does not deprive anymember or assignee
of financial rights of the benefit of any exemption laws applicable to themembership interest.
This section is the sole and exclusive remedy of a judgment creditor with respect to the judg-
ment debtor’s membership interest.
5. a. Subject to any restrictions in the articles or bylaws, the power granted in this subsec-

tionmay be exercised by a resolution or resolutions establishing a class or series, setting forth
the designation of the class or series, and fixing the relative rights and preferences of the class
or series. Any of the rights and preferences of a class or series established in the articles, by-
laws, or by resolution of the board may do any of the following:
(1) Be made dependent upon facts ascertainable outside the articles or bylaws or outside

the resolution or resolutions establishing the class or series, if the manner in which the facts
operate upon the rights and preferences of the class or series is clearly and expressly set forth
in the articles or bylaws or in the resolution or resolutions establishing the class or series.
(2) Include by reference some or all of the terms of any agreements, contracts, or other
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arrangements entered intoby the cooperative in connectionwith the establishment of theclass
or series if the cooperative retains at its principal executive office a copy of the agreements,
contracts, or other arrangements or the portions will be included by reference.
b. A statement setting forth the name of the cooperative and the text of the resolution and

certifying the adoption of the resolution and thedate of adoptionmust be given to themembers
before the acceptance of any contributions for which the resolution creates rights or prefer-
ences not set forth in the articles or bylaws. Where the members have received notice of the
creation of membership interests with rights or preferences not set forth in the articles or by-
laws before the acceptance of the contributions with respect to the membership interests, the
statementmay be filed anytimewithin one year after the acceptance of the contributions. The
resolution is effective three days after delivery to the members is deemed effective by the
board, or, if the statement is not required to be given to the members before the acceptance
of contributions, on the date of its adoption by the directors.
6. SPECIFIC TERMS. Without limiting the authority granted in this section, in regulating

the membership interests of a class or series, a cooperative may do any of the following:
a. Subject to the right of the cooperative to redeemany of thosemembership interests at the

price fixed for their redemption by the articles or bylaws or by the board.
b. Entitle the members to receive cumulative, partially cumulative, or noncumulative dis-

tributions.
c. Provide a preference over any class or series of membership interests for the payment of

distributions of any or all kinds.
d. Convert intomembership interests of any other class or any series of the same or another

class.
e. Provide full, partial, or no voting rights, except as provided in section 501A.810.
7. GRANTOF A SECURITY INTEREST. For the purpose of any law relating to security in-

terests, membership interests, governance or voting rights, and financial rights are each to be
characterized as provided in section 554.8103, subsection 3.
8. POWERS OF ESTATE OF A DECEASED OR INCOMPETENT MEMBER.
a. If a member who is an individual dies or a court of competent jurisdiction adjudges the

member to be incompetent to manage the member’s person or property, or an order for relief
under the bankruptcy code is enteredwith respect to themember, themember’s executor, ad-
ministrator, guardian, conservator, trustee, or other legal representative may exercise all of
themember’s rights for the purpose of settling the estate or administering themember’s prop-
erty. If a member is a business entity, trust, or other entity and is dissolved, terminated, or
placed by a court in receivership or bankruptcy, the powers of that membermay be exercised
by its legal representative or successor.
b. If an event referred to inparagraph “a” causes the terminationof amember’smembership

interest and the termination does not result in dissolution, then, subject to the articles and by-
laws, all of the following apply:
(1) As provided in section 501A.902, the terminated member’s interest will be considered

to be merely that of an assignee of the financial rights owned before the termination of mem-
bership.
(2) The rights to be exercised by the legal representative of the terminatedmember shall be

limited accordingly.
9. LIABILITYOFSUBSCRIBERSANDMEMBERSWITHRESPECTTOMEMBERSHIP IN-

TERESTS. A person who subscribes to or owns amembership interest in a cooperative is un-
der no obligation to the cooperative or its creditors with respect to the membership interests
subscribed for or owned, except to pay to the cooperative the full consideration for which the
membership interests are issued or to be issued.

Sec. 70. NEW SECTION. 501A.904 CERTIFICATED MEMBERSHIP INTERESTS.
1. CERTIFICATED — UNCERTIFICATED. The membership interests of a cooperative

shall be either certificated or uncertificated. Each holder of certificatedmembership interests
issued is entitled to a certificate of membership interest.
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2. SIGNATURE REQUIRED. Certificates shall be signed by an agent or officer authorized
in the articles or bylaws to sign share certificates or, in the absence of an authorization, by the
chairperson or records officer of the cooperative.
3. SIGNATUREVALID. If a person signs or has a facsimile signature placed upon a certifi-

cate while the chairperson, an officer, transfer agent, or records officer of a cooperative, the
certificatemaybe issuedby the cooperative, even if thepersonhas ceased tohave that capacity
before the certificate is issued, with the same effect as if the person had that capacity at the
date of its issue.
4. FORM OF CERTIFICATE. A certificate representing membership interests of a cooper-

ative shall contain on its face all of the following:
a. The name of the cooperative.
b. A statement that the cooperative is organizedunder the lawsof this state and this chapter.
c. The name of the person to whom the certificate is issued.
d. The number and class of membership interests, and the designation of the series, if any,

that the certificate represents.
e. A statement that the membership interests in the cooperative are subject to the articles

and bylaws of the cooperative.
f. Any restrictions on transfer, including approval of the board, if applicable, first rights of

purchase by the cooperative, and other restrictions on transfer, which may be stated by refer-
ence to the back of the certificate or to another document.
5. LIMITATIONS SET FORTH. A certificate representing membership interests issued by

a cooperative authorized to issue membership interests of more than one class or series shall
set forth upon the face or back of the certificate, or shall state that the cooperative will furnish
to any member upon request and without charge, a full statement of the designations, prefer-
ences, limitations, and relative rights of themembership interests of each class or series autho-
rized to be issued, so far as they have been determined, and the authority of the board to deter-
mine the relative rights and preferences of subsequent classes or series.
6. PRIMAFACIEEVIDENCE. A certificate signed asprovided in subsection 2 is prima facie

evidence of the ownership of the membership interests referred to in the certificate.
7. UNCERTIFICATEDMEMBERSHIP INTERESTS. Unless uncertificatedmembership in-

terests are prohibited by the articles or bylaws, a resolution approved by the affirmative vote
of a majority of the directors present may provide that some or all of any or all classes and se-
ries of its membership interests will be uncertificated membership interests.
The resolution does not apply to membership interests represented by a certificate until the

certificate is surrendered to the cooperative. Within a reasonable time after the issuance or
transfer of uncertificatedmembership interests, the cooperative shall send to thenewmember
the information required by this section to be stated on certificates. This information is not
required to be sent to the new holder by a publicly held cooperative that has adopted a system
of issuance, recordation, and transfer of itsmembership interests by electronic or othermeans
not involving an issuance of certificates if the system complies with section 17A of the Securi-
ties Exchange Act of 1934, 15 U.S.C. § 78a et seq. Except as otherwise expressly provided by
statute, the rights andobligations of the holders of certificated and uncertificatedmembership
interests of the same class and series are identical.

Sec. 71. NEW SECTION. 501A.905 LOST CERTIFICATES — REPLACEMENT.
1. ISSUANCE. A new membership interest certificate may be issued under section

554.8405 in place of one that is alleged to have been lost, stolen, or destroyed.
2. NOT OVERISSUE. The issuance of a new certificate under this section does not consti-

tute an overissue of the membership interests the new certificate represents.

Sec. 72. NEWSECTION. 501A.906 RESTRICTIONONTRANSFERORREGISTRATION
OF MEMBERSHIP INTERESTS.
1. HOW IMPOSED. A restriction on the transfer or registration of transfer of membership

interests of a cooperativemaybe imposed in the articles, in thebylaws, by a resolution adopted
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by the members, or by an agreement among or other written action by a number of members
or holders of other membership interests or among them and the cooperative. A restriction
is not binding with respect to membership interests issued prior to the adoption of the restric-
tion, unless the holders of those membership interests are parties to the agreement or voted
in favor of the restriction.
2. RESTRICTIONS PERMITTED. A written restriction on the transfer or registration of

transfer of membership interests of a cooperative that is not manifestly unreasonable under
the circumstances may be enforced against the holder of the restricted membership interests
or a successor or transferee of the holder, including a pledgee or a legal representative, if the
restriction is any of the following:
a. Noted conspicuously on the face or back of the certificate.
b. Included in this chapter or the articles or bylaws.
c. Included in information sent to the holders of uncertificated membership interests.
Unless otherwise restricted by this chapter, the articles, bylaws, noted conspicuously on the

face or back of the certificate, or included in information sent to the holders of uncertificated
membership interests, a restriction, even though permitted by this section, is ineffective
against a person without knowledge of the restriction. A restriction under this section is
deemed to be noted conspicuously and is effective if the existence of the restriction is stated
on the certificate and reference is made to a separate document creating or describing the re-
striction.

SUBCHAPTER 10
CONTRIBUTIONS, ALLOCATIONS, AND DISTRIBUTIONS

Sec. 73. NEW SECTION. 501A.1001 AUTHORIZATION, FORM, AND ACCEPTANCE
OF CONTRIBUTIONS.
1. Subject to any restrictions in this chapter regarding patron and nonpatron membership

interests or in thearticles orbylaws, andonlywhenauthorizedby theboard, a cooperativemay
accept contributions, which may be patron or nonpatron membership contributions as deter-
mined by the board under subsections 2 and 3, make contribution agreements under section
501A.1003, and make contribution rights agreements under section 501A.1004.
2. PERMISSIBLE FORMS. A person may make a contribution to a cooperative by any of

following:4

a. Payingmoney or transferring the ownership of an interest in property to the cooperative
or rendering services to or for the benefit of the cooperative.
b. Executing a written obligation signed by the person to pay money or transfer ownership

of an interest in property to the cooperative or to perform services to or for the benefit of the
cooperative.
3. A purported contribution shall not be treated or considered as a contribution, unless all

of the following apply:
a. The board accepts the contribution on behalf of the cooperative and in that acceptance

describes the contribution, including terms of future performance, if any, and states the value
being accorded to the contribution.
b. The fact of contribution and the contribution’s accorded value are both reflected in the

required records of the cooperative.
4. The determinations of the board as to the amount or fair value or the fairness to the co-

operative of the contribution accepted or to be accepted by the cooperative or the terms of pay-
ment or performance, including under a contribution rights5 in section 501A.1003, and a con-
tribution rights agreement in section 501A.1004, are presumed to be proper if they are made
in good faith and on the basis of accountingmethods, or a fair valuation or other method, rea-
sonable in the circumstances. Directors who are present and entitled to vote, and who, inten-
tionally orwithout reasonable investigation, fail to vote against approving a consideration that
is unfair to the cooperative, or overvalue property or services received or to be received by the

___________________

4 The phrase “any of the following: ” probably intended
5 See chapter 179, §134 herein
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cooperative as a contribution, are jointly and severally liable to the cooperative for the benefit
of the then members who did not consent to and are damaged by the action to the extent of
the damages of thosemembers. A director againstwhoma claim is assertedunder this subsec-
tion, except in case of knowing participation in a deliberate fraud, is entitled to contribution
on an equitable basis from other directors who are liable under this subsection.

Sec. 74. NEW SECTION. 501A.1002 RESTATEMENT OF VALUE OF PREVIOUS CON-
TRIBUTIONS.
1. DEFINITION. As used in this section, an “old contribution” is a contribution reflected in

the required records of a cooperative before the time the cooperative accepts a new contribu-
tion.
2. RESTATEMENT REQUIRED. Whenever a cooperative accepts a new contribution, the

board shall restate, as required by this section, the value of all old contributions.
3. RESTATEMENT AS TO PARTICULAR SERIES OR CLASS TO WHICH NEW CON-

TRIBUTION PERTAINS.
a. Unless otherwise provided in a cooperative’s articles or bylaws, this subsection sets forth

the method of restating the value of old contributions that pertain to the same series or class
to which the new contribution pertains. In restating the value, the cooperative shall do all of
the following:
(1) State the value the cooperative has accorded to the new contribution under section

504A.1001,6 subsection 3, paragraph “a”.
(2) Determine what percentage the value stated under subparagraph (1) will constitute, af-

ter the restatement required by this subsection, of the total value of all contributions that per-
tain to the particular series or class to which the new contribution pertains.
(3) Divide the value stated under subparagraph (1) by the percentage determined under

subparagraph (2), yielding the total value, after the restatement required by this subsection,
of all contributions pertaining to the particular series or class.
(4) Subtract the value stated under subparagraph (1) from the value determined under sub-

paragraph (3), yielding the total value, after the restatement required by this subsection, of all
the old contributions pertaining to the particular series or class.
(5) Subtract the value, as reflected in the required records before the restatement required

by this subsection, of the old contributions from the value determinedunder subparagraph (4),
yielding the value to be allocated among and added to the old contributions pertaining to the
particular series or class.
(6) Allocate the value determined under subparagraph (5) proportionally among the old

contributions pertaining to the particular series or class, add the allocated values to those old
contributions, and change the required records accordingly.
b. The values determined under paragraph “a”, subparagraph (5), and allocated and added

under paragraph “a”, subparagraph (6), may be positive, negative, or zero.
4. RESTATEMENT METHOD FOR OTHER SERIES OR CLASS. Unless otherwise pro-

vided in a cooperative’s articles or bylaws, this subsection sets forth the method of restating
the value of old contributions that do not pertain to the same series or class to which the new
contribution pertains. In restating the value, the cooperative shall do all of the following:
a. Determine the percentage by which the restatement under subsection 3 has changed the

total contribution value reflected in the required records for the series or class to which the
new contribution pertains.
b. As to each old contribution that does not pertain to the same series or class to which the

new contribution pertains, change the value reflected in the required records by the percent-
age determined under paragraph “a”. The percentage determined under paragraph “a” may
be positive, negative, or zero.
5. NEW CONTRIBUTIONS MAY BE AGGREGATED. If a cooperative accepts more than

one contribution pertaining to the same series or class at the same time, then for the purpose
of the restatement required by this section, the cooperativemay consider all the new contribu-
tions a single contribution.

___________________

6 Section “501A.1001” probably intended
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Sec. 75. NEW SECTION. 501A.1003 CONTRIBUTION AGREEMENTS.
1. SIGNEDWRITING. A contribution agreement, whethermade before or after the forma-

tion of the cooperative, is not enforceable against the would-be contributor unless it is in writ-
ing and signed by the would-be contributor.
2. IRREVOCABLE PERIOD. Unless otherwise provided in the contribution agreement, or

unless all of thewould-be contributors and, if in existence, the cooperative, consent to a short-
er or longer period, a contribution agreement is irrevocable for a period of six months.
3. CURRENT AND DEFERRED PAYMENT. A contribution agreement, whether made be-

fore or after the formation of a cooperative, must be paid or performed in full at the time or
times, or in the installments, if any, specified in the contribution agreement. In the absence
of a provision in the contribution agreement specifying the time at which the contribution is
to be paid or performed, the contributionmust be paid or performed at the time or times deter-
mined by the board. However, a call made by the board for payment or performance on con-
tributions must be uniform for all membership interests of the same class or for all member-
ship interests of the same series.
4. FAILURE TO PAY REMEDIES.
a. Unless otherwise provided in the contribution agreement, in the event of default in the

payment or performance of an installment or call when due, the cooperative may proceed to
collect the amount due in the same manner as a debt due the cooperative. If a would-be con-
tributor does not make a required contribution of property or services, the cooperative shall
require thewould-be contributor to contribute cash equal to that portion of the value, as stated
in the cooperative’s required records, of the contribution that has not been made.
b. If the amount due under a contribution agreement remains unpaid for a period of twenty

days after written notice of demand for payment has been given to the delinquent would-be
contributor, themembership interests thatwere subject to the contribution agreementmay be
offered for sale by the cooperative for a price in money equaling or exceeding the sum of the
full balance owed by the delinquent would-be contributor plus the expenses incidental to the
sale.
If themembership interests thatwere subject to the contribution agreement are sold accord-

ing to this paragraph “b”, the cooperative shall pay to the delinquent would-be contributor or
to the delinquentwould-be contributor’s legal representative the lesser of one of the following:
(1) The excess of net proceeds realized by the cooperative over the sumof the amount owed

by thedelinquentwould-be contributor plus the expenses incidental to the sale, less anypenal-
ty stated in the contribution agreement, which may include forfeiture of the partial contribu-
tion.
(2) The amount actually paid by the delinquent would-be contributor.
If themembership interests that were subject to the contribution agreement are not sold ac-

cording to this paragraph “b”, the cooperativemay collect the amount due in the samemanner
as adebt due the cooperative or cancel the contribution agreement according toparagraph “c”.
c. If the amount due under a contribution agreement remains unpaid for a period of twenty

days after written notice of demand for payment has been given to the delinquent would-be
contributor and the membership interests that were subject to the defaulted contribution
agreement havenot been sold according to paragraph “b”, the cooperativemay cancel the con-
tribution agreement. In addition, the cooperative may retain any portion of the contribution
agreement price actually paid as provided in the contribution agreement. The cooperative
shall refund to the delinquent would-be contributor or the delinquent would-be contributor’s
legal representatives any portion of the contribution agreement price as provided in the con-
tribution agreement.
5. RESTRICTIONS ON ASSIGNMENT. Unless otherwise provided in the articles or by-

laws, a would-be contributor’s rights under a contribution agreement shall not be assigned,
in whole or in part, to a person who was not a member at the time of the assignment, unless
all the members approve the assignment by unanimous written consent.

Sec. 76. NEW SECTION. 501A.1004 CONTRIBUTION RIGHTS AGREEMENTS.
1. AGREEMENTS PERMITTED. Subject to any restrictions in a cooperative’s articles or
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bylaws, the cooperativemay enter into contribution rights agreements under the terms, provi-
sions, and conditions established by board resolution.
2. WRITING REQUIRED AND TERMS TO BE STATED. Any contribution rights agree-

ment must be in writing and the writingmust state in full, summarize, or include by reference
all the agreement’s terms, provisions, and conditions of the rights to make contributions.
3. RESTRICTIONS ON ASSIGNMENT. Unless otherwise provided in a cooperative’s ar-

ticles or bylaws, a would-be contributor’s rights under a contribution rights agreement shall
not be assigned, inwhole or in part, to a personwhowasnot amember at the timeof theassign-
ment, unless all the members approve the assignment by unanimous written consent.

Sec. 77. NEW SECTION. 501A.1005 ALLOCATIONS AND DISTRIBUTIONS TO MEM-
BERS.
1. ALLOCATION OF PROFITS AND LOSSES. If nonpatron membership interests are au-

thorized by the patrons, the bylaws shall prescribe the allocation of profits and losses between
patron membership interests collectively and any other membership interests. If the bylaws
do not otherwise provide, the profits and losses between patron membership interests collec-
tively and other membership interests shall be allocated on the basis of the value of contribu-
tions to capital made by the patron membership interests collectively and other membership
interests accepted by the cooperative. The allocation of profits to the patron membership in-
terests collectively shall not be less than fifty percent of the total profits in any fiscal year, ex-
cept if authorized in the cooperative’s articles or bylaws that are adoptedbyan affirmative vote
of the patron members, or in the articles or bylaws as amended by the affirmative vote of the
patronmembers. However, the allocation of profits to the patronmembership interests collec-
tively shall not be less than fifteen percent of the total profits in any fiscal year.
2. DISTRIBUTIONOF CASHOROTHER ASSETS. A cooperative’s bylaws shall prescribe

the distribution of cash or other assets of the cooperative among the membership interests of
the cooperative. If nonpatronmembership interests are authorized by the patrons and the by-
laws do not provide otherwise, distributions and allocations shall bemade to the patronmem-
bership interests collectively and other members on the basis of the value of contributions to
capital made and accepted by the cooperative, by the patronmembership interests collective-
ly, and other membership interests. The distributions to patron membership interests collec-
tively shall not be less than fifty percent of the total distributions in any fiscal year, except if
authorized in the articles or bylaws adopted by the affirmative vote of the patronmembers, or
the articles or bylaws as amended by the affirmative vote of the patron members. However,
the distributions to patronmembership interests collectively shall not be less than fifteen per-
cent of the total distributions in any fiscal year.

Sec. 78. NEW SECTION. 501A.1006 ALLOCATIONS AND DISTRIBUTIONS TO PA-
TRON MEMBERS.
1. DISTRIBUTIONOFNET INCOME. A cooperative may set aside a portion of net income

allocated to the patron membership interests as the board determines advisable to create or
maintain a capital reserve.
2. RESERVES. In addition toa capital reserve, theboardmay, for patronmembership inter-

ests, do any of the following:
a. Set aside anamountnot to exceed fivepercent of the annual net incomeof thecooperative

for promoting and encouraging cooperative organization.
b. Establish and accumulate reserves for new buildings, machinery and equipment, de-

preciation, losses, and other proper purposes.
3. PATRONAGE DISTRIBUTIONS. Net income allocated to patron members in excess of

dividends on equity and additions to reserves shall be distributed to patron members on the
basis of patronage. A cooperative may establish allocation units, whether the units are func-
tional, divisional, departmental, geographic, or otherwise. The cooperative may provide for
pooling arrangements. The cooperativemay account for and distribute net income to patrons
on the basis of allocation units and pooling arrangements. A cooperative may offset the net
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loss of an allocation unit or pooling arrangement against the net income of other allocation
units or pooling arrangements.
4. FREQUENCY OF DISTRIBUTION. A distribution of net income shall be made at least

annually. The board shall present to the members at their annual meeting a report covering
the operations of the cooperative during the preceding fiscal year.
5. FORMOFDISTRIBUTION. A cooperativemaydistribute net income to patronmembers

in cash, capital credits, allocated patronage equities, revolving fund certificates, or its own or
other securities.
6. ELIGIBLENONMEMBERPATRONS. A cooperativemayprovide in thebylaws that non-

member patrons are allowed to participate in the distribution of net income, payable to patron
members on equal terms with patron members.
7. PATRONAGECREDITS FOR INELIGIBLEMEMBERS. If a nonmember patronwith pa-

tronage credits is not qualified or eligible formembership, a refund duemay be credited to the
nonmemberpatron’s individual account. Theboardmay issuea certificateof interest to reflect
the credited amount. After the nonmember patron is issued a certificate of interest, the non-
member patron may participate in the distribution of income on the same basis as a patron
member.

Sec. 79. NEW SECTION. 501A.1007 MEMBER CONTROL AGREEMENTS.
1. AUTHORIZATION. Awritten agreement amongpersonswhoare thenmembers, includ-

ing a sole member, or who have signed subscription or contribution agreements, relating to
the control of any phase of the business and affairs of the cooperative, its liquidation, dissolu-
tion and termination, or the relations among members or persons who have signed subscrip-
tion or contribution agreements is valid as provided in subsection 2. Other than the authoriza-
tion of nonpatronmembership interests as provided in section 501A.901 andnonpatron voting
rights as provided in section 501A.810, whenever this chapter provides that a particular result
may or must be obtained through a provision in a cooperative’s articles or bylaws, the same
result can be accomplished through a member control agreement valid under this section or
through a procedure established by a member control agreement valid under this section.
However, the member control agreement must be authorized by the cooperative’s articles or
bylaws and cannot conflict with the cooperative’s articles or bylaws. Any result accomplished
through a membership control agreement under this section must be properly disclosed as
provided in section 501A.901.
2. VALID EXECUTION. Other than patronmember voting control under section 501A.810

and patron member allocation and distribution provisions under sections 501A.1005 and
501A.1006, a written agreement among persons described in subsection 1 that relates to the
control of or the liquidation, dissolution, and termination of the cooperative, the relations
among them, or any phase of the business and affairs of the cooperative is valid if it meets the
requirements of this subsection. This includes but is not limited to themanagement of its busi-
ness, the declaration and payment of distributions, the sharing of profits and losses, the elec-
tion of directors, the employment of members by the cooperative, or the arbitration of dis-
putes. The written agreement must be signed by all persons who are then themembers of the
cooperative, whether or not themembers all have voting power, and all thosewho have signed
contribution agreements, regardless of whether those signatories will, when members, have
voting power.
3. OTHER AGREEMENTS NOT AFFECTED. This section does not apply to, limit, or re-

strict agreements otherwise valid, nor is the procedure set forth in this section the exclusive
method of agreement among members or between the members and the cooperative with re-
spect to any of the matters described.

Sec. 80. NEW SECTION. 501A.1008 REVERSION OF DISBURSEMENTS.
1. Once a person’s membership interest or other member’s equity in a cooperative is

deemed abandoned under section 556.5, the cooperativemay retain any disbursement held by
the cooperative for or owing to the person. The cooperativemay also deliver the disbursement
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to the treasurer of state for disposition as abandoned property pursuant to sections 556.5 and
556.11.
2. If the cooperative elects to retain the disbursement under this section, the disbursement

shall be deposited into a reversion fund established by the cooperative.
3. A disbursement having an aggregate value of fifty dollars or more that is retained by the

cooperative shall be forfeited to the cooperative only if the cooperative publishes at least one
notice of the abandoned property in a publication regularly distributed to its membership or
in a newspaper having a general circulation in the county where the cooperative is located.
The notice shall include all of the following:
a. The name and address of the cooperative.
b. The name of the personwho has an interest in the disbursement according to the records

of the cooperative.
c. A brief description of the type of disbursement retained by the cooperative.
d. A statement that the disbursement will be forfeited to the cooperative unless the person

files a claim for the disbursement within the period provided for in this section.
4. a. Subject to this subsection, a person asserting an interest in the disbursement may file

a claim for it with the cooperative in a manner and according to procedures required by the
cooperative. If a person is entitled to an abandoned membership interest, or other interest as
provided in section 556.20 or 556.21, the cooperative shall also pay the person the disburse-
ment deposited in the reversion fund that is realized or accrued from themembership interest
or other interest.
b. If a person has not filed a claim for the disbursementwithin sixmonths after the first date

that the notice of abandoned property is first published as provided in this section, the dis-
bursement shall be forfeited to the cooperative.
5. The disbursements deposited into the reversion fund that are forfeited to the cooperative

shall be used as provided in this subsection. The cooperative may authorize the payment of
forfeited disbursements to persons claiming interests in forfeited disbursements as provided
in the cooperative’s articles of organization or bylaws. Otherwise, forfeited disbursements
shall be used as the directors deem suitable for any of the following purposes:
a. Teaching and promoting cooperation. The directors may deposit the amounts of dis-

bursements into the education fund as established by the cooperative.
b. Economic development including private or joint public and private investments involv-

ing the creation of economic opportunities for itsmembers or the retention of existing sources
of income that would otherwise be lost.

SUBCHAPTER 11
MERGER AND CONVERSION

Sec. 81. NEW SECTION. 501A.1101 MERGER AND CONSOLIDATION.
1. AUTHORIZATION. Unless otherwiseprohibited, cooperatives organizedunder the laws

of this state, including cooperatives organized under this chapter or traditional cooperatives,
maymerge or consolidate with each other, an Iowa limited liability company under the provi-
sions of section 490A.1207, or other business entities organizedunder the lawsof another state
by complying with the provisions of this section and the law of the state where the surviving
or new business entity will exist. A cooperative shall notmerge or consolidate with a business
entity organized under the laws of this state, other than a traditional cooperative unless the
lawgoverning the business entity expressly authorizesmerger or consolidationwith a cooper-
ative. This subsection does not authorize a foreign business entity to do any act not authorized
by the law governing the foreign business entity.
2. PLAN. To initiate a merger or consolidation of a cooperative, a written plan of merger

or consolidation shall be prepared by the board or by a committee selected by the board to pre-
pare a plan. The plan shall state all of the following:
a. The names of the constituent domestic cooperative, the nameof any Iowa limited liability

company that is a party to the merger, to the extent authorized under section 490A.1207, and
any foreign business entities.
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b. The name of the surviving or new domestic cooperative, Iowa limited liability company
as required by section 490A.1207, or other foreign business entity.
c. The manner and basis of converting membership or ownership interests of the constitu-

ent domestic cooperative, the surviving Iowa limited liability company as provided in section
490A.1207, or foreign business entity intomembership or ownership interests in the surviving
or new domestic cooperative, the surviving Iowa limited liability company as authorized in
section 490A.1207, or foreign business entity.
d. The terms of the merger or consolidation.
e. The proposed effect of themerger or consolidation on themembers and patronmembers

of each constituent domestic cooperative.
f. For a consolidation, the plan shall contain the articles of the entity or organizational docu-

ments to be filedwith the state inwhich the entity is organized or, if the surviving organization
is an Iowa limited liability company, the articles of organization.
3. NOTICE. The following shall apply to notice:
a. The board shall mail or otherwise transmit or deliver notice of the merger or consolida-

tion to each member. The notice shall contain the full text of the plan, and the time and place
of the meeting at which the plan will be considered.
b. A cooperative withmore than two hundredmembers may provide the notice in the same

manner as a regular members’ meeting notice.
4. ADOPTION OF PLAN.
a. A plan ofmerger or consolidation shall be adopted by a domestic cooperative as provided

in this subsection.
b. The plan of merger or consolidation is adopted if all of the following apply:
(1) A quorum of the members eligible to vote is registered as being present or represented

by mail vote or alternative ballot at the meeting.
(2) The plan is approved by the patron members, or if otherwise provided in the articles or

bylaws, is approved by a majority of the votes cast in each class of votes cast. For a domestic
cooperative with articles or bylaws requiring more than a majority of the votes cast or other
conditions for approval, the planmust be approved by a proportion of the votes cast or a num-
ber of total members as required by the articles or bylaws and the conditions for approval in
the articles or bylaws have been satisfied.
c. After the plan has been adopted, articles of merger or consolidation stating the plan and

that the planwas adopted according to this subsection shall be signed by the chairperson, vice
chairperson, records officer, or documents officer of each cooperative merging or consolidat-
ing.
d. The articles of merger or consolidation shall be filed in the office of the secretary.
e. For amerger, the articles of the surviving domestic cooperative subject to this chapter are

deemed amended to the extent provided in the articles of merger.
f. Unless a later date is provided in the plan, the merger or consolidation is effective when

the articles ofmerger or consolidation are filed in the office of the secretary or the appropriate
office of another jurisdiction.
g. The secretary shall issue a certificate of organization of the merged or consolidated co-

operative.
5. EFFECTOFMERGER. For a merger that does not involve an Iowa limited liability com-

pany, the following shall apply to the effect of a merger:
a. After the effective date, the domestic cooperative, Iowa limited liability company, if party

to the plan, and any foreign business entity that is a party to the plan become a single entity.
For a merger, the surviving business entity is the business entity designated in the plan. For
a consolidation, the new domestic cooperative, the Iowa limited liability company, if any, and
any foreignbusiness entity is thebusiness entity provided for in theplan. Except for the surviv-
ing or new domestic cooperative, Iowa limited liability company, or foreign business entity,
the separate existence of eachmerged or consolidated domestic or foreign business entity that
is a party to the plan ceases on the effective date of the merger or consolidation.
b. The surviving or new domestic cooperative, Iowa limited liability company, or foreign
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business entity possesses all of the rights and property of each of the merged or consolidated
business entities and is responsible for all their obligations. The title to property of themerged
or consolidateddomestic cooperative, Iowa limited liability company, or foreign business enti-
ty is vested in the surviving or new domestic cooperative, Iowa limited liability company, or
foreign business entity without reversion or impairment of the title caused by the merger or
consolidation.
c. If a merger involves an Iowa limited liability company, this subsection is subject to the

provisions of section 490A.1207.

Sec. 82. NEW SECTION. 501A.1102 MERGER OF SUBSIDIARY.
1. WHEN AUTHORIZED — CONTENTS OF PLAN. For purposes of this section, “subsid-

iary” means a domestic cooperative, an Iowa limited liability company, or a foreign cooper-
ative.
2. An Iowa limited liability company may only participate in a merger under this section to

the extent authorized under section 490A.1207. A parent domestic cooperative or a subsidiary
that is a domestic cooperativemay complete themerger of a subsidiary as provided in this sec-
tion. However, if either the parent cooperative or the subsidiary is a business entity organized
under the laws of this state, the merger of the subsidiary is not authorized under this section
unless the law governing the business entity expressly authorizes merger with a cooperative.
a. A parent cooperative owning at least ninety percent of the outstanding ownership inter-

ests of each class and series of a subsidiary directly, or indirectly through related organiza-
tions, other than classes or series that, absent this section, would otherwise not be entitled to
vote on the merger, may merge the subsidiary into itself or into any other subsidiary at least
ninety percent of the outstanding ownership interests of each class and series of which is
owned by the parent cooperative directly, or indirectly through related organizations, other
than classes or series that, absent this section, would otherwise not be entitled to vote on the
merger, without a vote of the members of itself or any subsidiary or may merge itself, or itself
and one or more of the subsidiaries, into one of the subsidiaries under this section. A resolu-
tion approved by the affirmative vote of a majority of the directors of the parent cooperative
present shall set forth a plan of merger that contains all of the following:
(1) The name of the subsidiary or subsidiaries, the name of the parent cooperative, and the

name of the surviving cooperative.
(2) The manner and basis of converting the membership interests of the subsidiary or sub-

sidiaries or parent cooperative into securities of the parent cooperative, subsidiary, or of an-
other cooperative or, in whole or in part, into money or other property.
(3) If the parent cooperative is a constituent cooperative but is not the surviving cooperative

in the merger, a provision for the pro rata issuance of membership interests of the surviving
cooperative to the holders of membership interests of the parent on surrender of any certifi-
cates for shares or membership interests of the parent cooperative.
(4) If the surviving cooperative is a subsidiary, a statement of any amendments to the ar-

ticles of the surviving cooperative that will be part of the merger.
b. If the parent is a constituent cooperative and the surviving cooperative in themerger, the

parent cooperative may change its cooperative name, without a vote of its members, by the
inclusion of a provision to that effect in the resolution ofmerger setting forth the plan ofmerg-
er that is approved by the affirmative vote of a majority of the directors of the parent cooper-
ative present. Upon the effective date of the merger, the name of the parent cooperative shall
be changed.
c. If the parent cooperative is a constituent cooperative but is not the surviving cooperative

in themerger, the resolution is not effective unless the resolution is also approved by the affir-
mative vote of the holders of a majority of the voting power of all membership interests of the
parent entitled to vote at a regular or special meeting if the parent is a cooperative, or in accor-
dancewith the lawsunderwhich theparent is organized if the parent is a foreign business enti-
ty or foreign cooperative.
3. NOTICE TO MEMBERS OF SUBSIDIARY. Notice of the action, including a copy of the
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plan of merger, shall be delivered to eachmember, other than the parent cooperative and any
subsidiary of each subsidiary that is a constituent cooperative in the merger before, or within
ten days after, the effective date of the merger.
4. ARTICLESOFMERGER—CONTENTSOF ARTICLES. Articles of merger shall be pre-

pared that contain all of the following:
a. The plan of merger.
b. The number of outstandingmembership interests of each series and class of each subsid-

iary that is a constituent cooperative in themerger, other than the series or classes that, absent
this section,would otherwisenot be entitled to vote on themerger, and thenumber ofmember-
ship interests of each series and class of the subsidiary or subsidiaries, other than series or
classes that, absent this section, would otherwise not be entitled to vote on themerger, owned
by the parent directly, or indirectly through related organizations.
c. A statement that the plan of merger has been approved by the parent under this section.
5. ARTICLES SIGNED, FILED. The articles of merger shall be signed on behalf of the par-

ent and filed with the secretary.
6. CERTIFICATE. The secretary shall issue a certificate of merger to the parent or its legal

representative or, if the parent is a constituent cooperative but is not the surviving cooperative
in the merger, to the surviving cooperative or its legal representative.
7. NONEXCLUSIVITY. A merger among a parent and one or more subsidiaries or among

two or more subsidiaries of a parent may be accomplished under section 501A.1101 instead
of this section, in which case this section does not apply.

Sec. 83. NEW SECTION. 501A.1103 ABANDONMENT.
1. ABANDONMENT BY MEMBERS OF PLAN. After a plan of merger has been approved

by themembers entitled to vote on the approval of the plan and before the effective date of the
plan, the plan may be abandoned by the same vote that approved the plan.
2. ABANDONMENT OF MERGER.
a. A merger may be abandoned upon any of the following:
(1) The members of each of the constituent domestic cooperatives entitled to vote on the

approval of the plan have approved the abandonment at a meeting by the affirmative vote of
the holders of a majority of the voting power of the membership interests entitled to vote.
(2) Themerger is with a domestic cooperative and an Iowa limited liability company or for-

eign business entity.
(3) The abandonment is approved in suchmanner asmay be required by section 490A.1207

for the involvement of an Iowa limited liability company, or for a foreign business entity by the
laws of the state under which the foreign business entity is organized.
(4) The members of a constituent domestic cooperative are not entitled to vote on the ap-

proval of the plan, and the board of the constituent domestic cooperative has approved the
abandonment by the affirmative vote of a majority of the directors present.
(5) The plan provides for abandonment and all conditions for abandonment set forth in the

plan are met.
(6) The plan is abandoned before the effective date of the plan by a resolution of the board

of any constituent domestic cooperative abandoning the plan ofmerger approved by the affir-
mative vote of a majority of the directors present, subject to the contract rights of any other
person under the plan. If a plan of merger is with a domestic business entity or foreign busi-
ness entity, the plan of merger may be abandoned before the effective date of the plan by a
resolution of the foreign business entity adopted according to the lawsof the state underwhich
the foreign business entity is organized, subject to the contract rights of any other person un-
der the plan. If the plan ofmerger iswith an Iowa limited liability company, the plan ofmerger
may be abandoned by the Iowa limited liability company as provided in section 490A.1207,
subject to the contractual rights of any other person under the plan.
b. If articles ofmerger have been filedwith the secretary, but have not yet become effective,

the constituent organizations, in the case of abandonment under paragraph “a”, subpara-
graphs (1) through (4), the constituent organizations or any one of them, in the case of aban-
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donment under paragraph “a”, subparagraph (5), or the abandoning organization in the case
of abandonment under paragraph “a”, subparagraph (6), shall file with the secretary articles
of abandonment that include all of the following:
(1) The names of the constituent organizations.
(2) The provisions of this section under which the plan is abandoned.
(3) If the plan is abandoned under paragraph “a”, subparagraph (6), the text of the resolu-

tion abandoning the plan.

Sec. 84. NEW SECTION. 501A.1104 CONVERSION — AMENDMENT OF ORGANI-
ZATIONAL DOCUMENTS TO BE GOVERNED BY THIS CHAPTER.
1. AUTHORITY.
a. A traditional cooperative organized may convert to a cooperative and become subject to

this chapter by amending its organizational documents to conform to the requirements of this
chapter.
b. A traditional cooperative becoming a converted cooperative must provide its members

with a disclosure statement of the rights and obligations of themembers and the capital struc-
ture of the cooperative before becoming subject to this chapter. A traditional cooperative,
upon distribution of the disclosure required in this subsection and approval of its members as
necessary for amending its articles under the respective chapter of its organization, may
amend its articles to comply with this chapter.
c. A traditional cooperative becoming a converted cooperative must prepare a certificate

stating all of the following:
(1) The date on which the traditional cooperative was first organized.
(2) The name of the traditional cooperative and, if the name is changed, the name of the co-

operative becoming converted.
(3) The future effective date and time, whichmust be a date and time certain, that the tradi-

tional cooperative will be governed by this chapter, if the effective date and time is not to be
the date and time of filing.
d. Upon filingwith the secretary of the articles for compliancewith this chapter and the cer-

tificate required under paragraph “c”, a traditional cooperative is converted and governed by
this chapter unless a later date and time is specified in the certificate under paragraph “c”.
e. In connectionwith a conversionunderwhicha traditional cooperative becomesgoverned

by this chapter, the rights, securities, or interests of the traditional cooperative as provided in
chapter 497, 498, 499, or 501 may be exchanged or converted into rights, property, securities,
or interests in the converted cooperative.
2. EFFECT OF BEING GOVERNED BY THIS CHAPTER. The conversion of a traditional

cooperative to a cooperative governed by this chapter does not affect any obligations or liabili-
ties of the cooperative before the conversion or the personal liability of any person incurred
before the conversion.
a. When the conversion is effective, the rights, privileges, and powers of the cooperative,

real and personal property of the cooperative, debts due to the cooperative, and causes of ac-
tion belonging to the traditional cooperative remain vested in the converted cooperative and
are the property of the converted cooperative and governed by this chapter. Title to real prop-
erty vested by deed or otherwise in the traditional cooperative does not revert and is not im-
paired by reason of the cooperative being converted and governed by this chapter.
b. Rights of creditors and liens upon property of the traditional cooperative are preserved

unimpaired, and debts, liabilities, and duties of the traditional cooperative remain attached to
the converted cooperative andmay be enforced against the converted cooperative to the same
extent as if the debts, liabilities, and duties had originally been incurred or contracted by the
cooperative as organized under this chapter.
c. The rights, privileges, powers, and interests in property of the traditional cooperative as

well as the debts, liabilities, and duties of the traditional cooperative are not deemed, as a con-
sequence of the conversion, to have been transferred for any purpose by the laws of this state.
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SUBCHAPTER 12
DISSOLUTION

Sec. 85. NEW SECTION. 501A.1201 METHODS OF DISSOLUTION.
A cooperative may be dissolved by the members or by administrative or court order as pro-

vided in this chapter.

Sec. 86. NEW SECTION. 501A.1202 WINDING UP.
1. COLLECTION AND PAYMENT OF DEBTS. After the notice of intent to dissolve has

been filed with the secretary, the board, or the officers acting under the direction of the board,
shall proceed as soon as possible to do all of the following:
a. Collect or make provision for the collection of all debts due or owing to the cooperative,

including unpaid subscriptions for membership interests.
b. Pay or make provision for the payment of all debts, obligations, and liabilities of the co-

operative according to their priorities.
2. TRANSFEROFASSETS. After the notice of intent to dissolve has been filedwith the sec-

retary, the boardmay sell, lease, transfer, or otherwise dispose of all or substantially all of the
property and assets of the dissolving cooperative without a vote of the members.
3. DISTRIBUTIONTOMEMBERS. Tangible and intangible property, includingmoney, re-

maining after the discharge of the debts, obligations, and liabilities of the cooperative shall be
distributed to the members and former members as provided in the cooperative’s articles or
bylaws, unless otherwise provided by law. If previously authorized by themembers, the tangi-
ble and intangible property of the cooperativemay be liquidated and disposed of at the discre-
tion of the board.

Sec. 87. NEW SECTION. 501A.1203 REVOCATION OF DISSOLUTION PROCEED-
INGS.
1. AUTHORITY TO REVOKE. Dissolution proceedings may be revoked before the articles

of dissolution are filed with the secretary.
2. REVOCATIONBYMEMBERS. The chairpersonmay call amembers’meeting to consid-

er the advisability of revoking the dissolution proceedings. The question of the proposed revo-
cation shall be submitted to themembers at themembers’ meeting called to consider the revo-
cation. The dissolution proceedings are revoked if the proposed revocation is approved at the
members’ meeting by a majority of the members of the cooperative or, for a cooperative with
articles or bylaws requiring a greater number of members, the number of members required
by the articles or bylaws.
3. FILING WITH THE SECRETARY. Revocation of dissolution proceedings is effective

when a notice of revocation is filedwith the secretary. After the notice is filed, the cooperative
may resume business.

Sec. 88. NEW SECTION. 501A.1204 STATUTE OF LIMITATIONS.
The claim of a creditor or claimant against a dissolving cooperative is barred if the claim has

not been enforced by initiating legal, administrative, or arbitration proceedings concerning
the claim by two years after the date the notice of intent to dissolve is filed with the secretary.

Sec. 89. NEW SECTION. 501A.1205 ARTICLES OF DISSOLUTION.
1. CONDITIONS TO FILE. Articles of dissolution of a cooperative shall be filed with the

secretary after payment of the claims of all known creditors and claimants has been made or
provided for and the remaining property has been distributed by the board. The articles of dis-
solution shall state all of the following:
a. The name of the cooperative.
b. All debts, obligations, and liabilities of the cooperative have been paid or discharged or

adequate provisions have been made for them or time periods allowing claims have run and
other claims are not outstanding.
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c. The remaining property, assets, and claims of the cooperative have been distributed
among the members or under a liquidation authorized by the members.
d. Legal, administrative, or arbitration proceedings by or against the cooperative are not

pending or adequate provision has been made for the satisfaction of a judgment, order, or de-
cree that may be entered against the cooperative in a pending proceeding.
2. DISSOLUTIONEFFECTIVEON FILING. The cooperative is dissolved when the articles

of dissolution have been filed with the secretary.
3. CERTIFICATE. The secretary shall issue to the dissolved cooperative or its legal repre-

sentative a certificate of dissolution that contains all of the following:
a. The name of the dissolved cooperative.
b. The date the articles of dissolution were filed with the secretary.
c. A statement that the cooperative is dissolved.

Sec. 90. NEW SECTION. 501A.1206 APPLICATION FOR COURT-SUPERVISED VOL-
UNTARY DISSOLUTION.
After a notice of intent to dissolve has been filed with the secretary and before a certificate

of dissolution has been issued, the cooperative or, for good cause shown, amember or creditor
may apply to a court within the county where the registered address is located to have the dis-
solution conducted or continued under the supervision of the court.

Sec. 91. NEW SECTION. 501A.1207 COURT-ORDERED REMEDIES FOR DISSOLU-
TION.
1. CONDITIONSFORRELIEF. A court may grant equitable relief that the court deems just

and reasonable in the circumstances ormay dissolve a cooperative and liquidate its assets and
business as follows:
a. In a supervised voluntary dissolution that is applied for by the cooperative.
b. In an action by a member when it is established that any of the following apply:
(1) Thedirectors or thepersonshaving the authority otherwise vested in theboard aredead-

locked in the management of the cooperative’s affairs and the members are unable to break
the deadlock.
(2) The directors or those in control of the cooperative have acted fraudulently, illegally, or

in amanner unfairly prejudicial toward one ormoremembers in their capacities asmembers,
directors, or officers.
(3) The members of the cooperative are so divided in voting power that, for a period that

includes the time when two consecutive regular members’ meetings were held, they have
failed to elect successors to directors whose terms have expired or would have expired upon
the election and qualification of their successors.
(4) The cooperative assets are being misapplied or wasted.
(5) The period of duration as provided in the articles has expired and has not been extended

as provided in this chapter.
c. In an action by a creditor when any of the following applies:
(1) The claim of the creditor against the cooperative has been reduced to judgment and an

execution on the judgment has been returned unsatisfied.
(2) The cooperative has admitted inwriting that the claimof the creditor against the cooper-

ative is due and owing and it is established that the cooperative is unable to pay its debts in
the ordinary course of business.
(3) In an action by the attorney general to dissolve the cooperative in accordance with this

chapter when it is established that a decree of dissolution is appropriate.
2. CONDITION OF COOPERATIVE OR ASSOCIATION. In determining whether to order

equitable relief or dissolution, the court shall take into consideration the financial condition
of the cooperative, but shall not refuse to order equitable relief or dissolution solely on the
grounds that the cooperative has accumulated operating net income or current operating net
income.
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3. DISSOLUTION AS REMEDY. In deciding whether to order dissolution of the cooper-
ative, the court shall consider whether lesser relief suggested by one or more parties, such as
a formof equitable relief or a partial liquidation,would be adequate to permanently relieve the
circumstances established under subsection 1, paragraph “b”, subparagraph (1) or (2). Lesser
relief may be ordered if it would be appropriate under the facts and circumstances of the case.
4. EXPENSES. If the court finds that a party to a proceeding brought under this section has

acted arbitrarily, vexatiously, or otherwise not in good faith, the court may in its discretion
award reasonable expenses, includingattorney fees anddisbursements to anyof the otherpar-
ties.
5. VENUE. Proceedings under this section shall be brought in a court within the county

where the registered address of the cooperative is located.
6. PARTIES. It is not necessary tomakemembers parties to the action or proceedingunless

relief is sought against them personally.

Sec. 92. NEW SECTION. 501A.1208 PROCEDURE IN INVOLUNTARY OR COURT-
SUPERVISED VOLUNTARY DISSOLUTION.
1. ACTIONBEFOREHEARING. Before a hearing is completed in dissolution proceedings,

a court may do any of the following:
a. Issue injunctions.
b. Appoint receivers with all powers and duties that the court directs.
c. Take actions required to preserve the cooperative’s assets, wherever located.
d. Carry on the business of the cooperative.
2. ACTION AFTER HEARING. After a hearing is completed, upon notice to parties to the

proceedings and to other parties in interest designated by the court, the court may appoint a
receiver to collect the cooperative’s assets, includingamounts owing to the cooperative by sub-
scribers on account of an unpaid portion of the consideration for the issuance of membership
interests. A receiver has authority, subject to the order of the court, to continue the business
of the cooperative and to sell, lease, transfer, or otherwise dispose of the property and assets
of the cooperative, either at public or private sale.
3. DISCHARGEOFOBLIGATIONS. Theassets of the cooperative or theproceeds resulting

from a sale, lease, transfer, or other disposition shall be applied in the following order of prior-
ity:
a. The costs and expense of the proceedings, including attorney fees and disbursements.
b. Debts, taxes, and assessments due the United States, this state, and other states in that

order.
c. Claims duly proved and allowed to employees under the provisions of the workers’ com-

pensation law, except that claims under this paragraph shall not be allowed if the cooperative
carried workers’ compensation insurance, as provided by law, at the time the injury was sus-
tained.
d. Claims, including the value of all compensation paid in a medium other than money,

proved and allowed to employees for services performed within three months preceding the
appointment of the receiver.
e. Other claims that are proved and allowed by the court.
4. REMAINDER TOMEMBERS. After payment of the expenses of receivership and claims

of creditors are proved, the remaining assets, if any,may be distributed to themembers or dis-
tributed under an approved liquidation plan.

Sec. 93. NEW SECTION. 501A.1209 RECEIVER QUALIFICATIONS AND POWERS.
1. QUALIFICATIONS. A receiver shall be a natural person or a domestic business entity or

a foreign business entity authorized to transact business in this state. A receiver shall give a
bond as directed by the court with the sureties required by the court.
2. POWERS. A receivermay sue anddefend in all courts as receiver of the cooperative. The

court appointing the receiver has exclusive jurisdiction of the cooperative and its property.
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Sec. 94. NEW SECTION. 501A.1210 DISSOLUTION ACTION BY ATTORNEY GENER-
AL — ADMINISTRATIVE DISSOLUTION.
1. CONDITIONS TO BEGIN ACTION. A cooperative may be dissolved involuntarily by a

decree of a court in this state in an action filed by the attorney general if it is established that
any of the following applies:
a. The articles and certificate of organization were procured through fraud.
b. The cooperative was organized for a purpose not permitted by this chapter or prohibited

by state law.
c. The cooperative has flagrantly violated a provision of this chapter, has violated a provi-

sion of this chapter more than once, or has violated more than one provision of this chapter.
d. The cooperative has acted, or failed toact, in amanner that constitutes surrender or aban-

donment of the cooperative’s franchise, privileges, or enterprise.
2. NOTICE TOCOOPERATIVE. An action shall not be commenced under subsection 1 un-

til thirty days after notice to the cooperative by the attorney general of the reason for the filing
of the action. If the reason for filing the action is an act that the cooperative has done, or
omitted to do, and the act or omission may be corrected by an amendment of the articles or
bylaws or by performance of or abstention from the act, the attorney general shall give the co-
operative thirty additional days to make the correction before filing the action.

Sec. 95. NEW SECTION. 501A.1211 FILING CLAIMS IN COURT-SUPERVISED DIS-
SOLUTION PROCEEDINGS.
1. FILING UNDER OATH. In proceedings to dissolve a cooperative, the court may require

all creditors and claimants of the cooperative to file their claims under oath with the clerk of
court or with the receiver in a form prescribed by the court.
2. DATE TO FILE A CLAIM. If the court requires the filing of claims, the court shall do all

of the following:
a. Set a date, by order, at least one hundred twenty days after the date the order is filed as

the last day for the filing of claims.
b. Prescribe the notice of the fixed date that shall be given to creditors and claimants.
3. FIXEDDATEOREXTENSIONFORFILING. Before the fixeddate, the courtmay extend

the time for filing claims. Creditors and claimants failing to file claims on or before the fixed
date may be barred, by order of court, from claiming an interest in or receiving payment out
of the property or assets of the cooperative.

Sec. 96. NEW SECTION. 501A.1212 DISCONTINUANCE OF COURT-SUPERVISED
DISSOLUTION PROCEEDINGS.
The involuntary or supervised voluntary dissolution of a cooperative may be discontinued

at any time during the dissolution proceedings if it is established that cause for dissolution
does not exist. The court shall dismiss the proceedings and direct the receiver, if any, to rede-
liver to the cooperative its remaining property and assets.

Sec. 97. NEW SECTION. 501A.1213 COURT-SUPERVISED DISSOLUTION ORDER.
1. CONDITIONS FOR DISSOLUTION ORDER. In an involuntary or supervised voluntary

dissolution the court shall enter an order dissolving the cooperative upon the following condi-
tions:
a. After the costs and expenses of the proceedings and all debts, obligations, and liabilities

of the cooperative have been paid or discharged and the remaining property and assets have
been distributed to its members.
b. If the property or other assets are not sufficient to satisfy and discharge the costs, ex-

penses, debts, obligations, and liabilities, when all the property and assets have been applied
so far as they will go to their payment according to their priorities.
2. DISSOLUTIONEFFECTIVEONFILINGORDER. When theorder dissolving the cooper-

ative has been entered, the cooperative is dissolved.
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Sec. 98. NEW SECTION. 501A.1214 FILING COURT’S DISSOLUTION ORDER.
After the court enters an order dissolving a cooperative, the clerk of court shall cause a certi-

fied copy of the dissolution order to be filed with the secretary. The secretary shall not charge
a fee for filing the dissolution order.

Sec. 99. NEW SECTION. 501A.1215 BARRING OF CLAIMS.
1. CLAIMSBARRED. A person who is or becomes a creditor or claimant before, during, or

following the conclusion of dissolution proceedings, whodoes not file a claim or pursue a rem-
edy in a legal, administrative, or arbitration proceeding during the pendency of the dissolution
proceeding or has not initiated a legal, administrative, or arbitration proceeding before the
commencement of the dissolution proceedings and all those claiming through or under the
creditor or claimant, are forever barred from suing on that claim or otherwise realizing upon
or enforcing it, except as provided in this section.
2. CERTAIN UNFILED CLAIMS ALLOWED. Within one year after articles of dissolution

have been filed with the secretary under this chapter or a dissolution order has been entered,
a creditor or claimant who shows good cause for not having previously filed the claimmay ap-
ply to a court in this state to allow a claim for any of the following:
a. Against the cooperative to the extent of undistributed assets.
b. If the undistributed assets are not sufficient to satisfy the claim, the claimmay be allowed

against a member to the extent of the distributions to members in dissolution received by the
member.
3. OMITTED CLAIMS ALLOWED. Debts, obligations, and liabilities incurred during dis-

solution proceedings shall be paid or provided for by the cooperative before the distribution
of assets to a member. A person to whom this kind of debt, obligation, or liability is owed but
is not paidmay pursue any remedy against the offenders, directors, ormembers of the cooper-
ative before the expiration of the applicable statute of limitations. This subsection does not
apply to dissolution under the supervision or order of a court.

Sec. 100. NEW SECTION. 501A.1216 RIGHT TO SUE OR DEFEND AFTER DISSOLU-
TION.
After a cooperative has been dissolved, any of its former officers, directors, ormembersmay

assert or defend, in the name of the cooperative, a claim by or against the cooperative.

DIVISION II
CONFORMING AND OTHER CHANGES

Sec. 101. Section 10B.1, subsection 2, Code 2005, is amended to read as follows:
2. “Cooperative association” means any entity organized on a cooperative basis, including

an association of persons organizedunder chapter 497, 498, or 499; an entity composedof enti-
ties organized under those chapters; or a cooperative organized under chapter 501 or 501A.

Sec. 102. Section 10B.4, subsection 1, Code 2005, is amended to read as follows:
1. Abiennial report shall be filed by a reporting entitywith the secretary of state on orbefore

March 31 of each odd-numbered year as required by rules adopted by the secretary of state
pursuant to chapter 17A. However, a reporting entity required to file a biennial report pur-
suant to chapter 490, 496C, 497, 498, 490A,7 499, 501, 501A, or 504A shall file the report re-
quired by this section in the same year as required by that chapter. The reporting entity may
file the report required by this section together with the biennial report required to be filed by
one of the other chapters referred to in this subsection. The reports shall be filed on formspre-
pared and supplied by the secretary of state. The secretary of statemay provide for combining
its reporting forms with other biennial reporting forms required to be used by the reporting
entities.

Sec. 103. Section 15.333, subsection 1, Code 2005, is amended to read as follows:
1. An eligible business may claim a corporate tax credit up to a maximum of ten percent of

___________________

7 See chapter 179, §135 herein
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the new investment which is directly related to new jobs created by the location or expansion
of an eligible business under the program. Any credit in excess of the tax liability for the tax
year may be credited to the tax liability for the following seven years or until depleted, which-
ever occurs earlier. Subject to prior approval by the department of economic development in
consultation with the department of revenue, an eligible business whose project primarily in-
volves the production of value-added agricultural products may elect to receive a refund of all
or a portion of an unused tax credit. For purposes of this section, an eligible business includes
a cooperative described in section 521 of the Internal Revenue Code which is not required to
file an Iowa corporate income tax return. The refund may be used against a tax liability im-
posed under chapter 422, division II, III, or V. If the business is a partnership, S corporation,
limited liability company, cooperative organized under chapter 501 or 501A and filing as a
partnership for federal tax purposes, or estate or trust electing tohave the income taxeddirect-
ly to the individual, an individual may claim the tax credit allowed. The amount claimed by
the individual shall bebasedupon thepro rata share of the individual’s earnings of thepartner-
ship, S corporation, limited liability company, cooperative organized under chapter 501 or
501A and filing as a partnership for federal tax purposes, or estate or trust.

Sec. 104. Section 15.385, subsection 3, paragraph a, Code 2005, is amended to read as fol-
lows:8

a. An eligible business may claim a tax credit equal to a percentage of the new investment
directly related to new jobs created by the location or expansion of an eligible business under
theprogram. The tax credit shall be allowedagainst taxes imposedunder chapter 422,division
II, III, or V. If the business is a partnership, S corporation, limited liability company, cooper-
ative organizedunder chapter 501and filingas apartnership for federal taxpurposes, or estate
or trust electing to have the income taxed directly to the individual, an individual may claim
the tax credit allowed. The amount claimed by the individual shall be based upon the pro rata
share of the individual’s earnings of the partnership, S corporation, limited liability company,
cooperative organized under chapter 501 or 501A, and filing as a partnership for federal tax
purposes, or estate or trust. The percentage shall be equal to the amount provided in para-
graph “d”. Any tax credit in excess of the tax liability for the tax year may be credited to the
tax liability for the following seven years or until depleted, whichever occurs first.
Subject to prior approval by the department of economic development, in consultation with

the department of revenue, an eligible business whose project primarily involves the produc-
tion of value-added agricultural products or uses biotechnology-related processes may elect
to receive a refund of all or a portion of an unused tax credit. For purposes of this subsection,
such an eligible business includes a cooperative described in section 521 of the Internal Reve-
nue Codewhich is not required to file an Iowa corporate income tax return, andwhose project
primarily involves the production of ethanol. The refundmay be applied against a tax liability
imposed under chapter 422, division II, III, orV. If the business is a partnership, S corporation,
limited liability company, cooperative organized under chapter 501 or 501A, and filing as a
partnership for federal tax purposes, or estate or trust electing tohave the income taxeddirect-
ly to the individual, an individual may claim the tax credit allowed. The amount claimed by
the individual shall bebasedupon thepro rata share of the individual’s earnings of thepartner-
ship, S corporation, limited liability company, cooperative organized under chapter 501 and
filing as a partnership for federal tax purposes, or estate or trust.

Sec. 105. Section 15E.202, subsection 17, paragraph b, Code 2005, is amended to read as
follows:
b. A cooperative organized under chapter 501 or 501A.

Sec. 106. Section 203.1, subsection 10, paragraph i, Code 2005, is amended to read as fol-
lows:
i. A cooperative organized under chapter 501 or 501A, if the cooperative only purchases

grain from itsmemberswhoare producers or froma licensedgrain dealer, and the cooperative
does not resell that grain.

___________________

8 See chapter 179, §136 herein
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Sec. 107. Section 490A.102, subsection 4, Code 2005, is amended to read as follows:
4. “Constituent entity”means each limited liability company, limited partnership, or corpo-

ration, or domestic cooperative which is party to a plan of merger pursuant to subchapter XII.

Sec. 108. Section 490A.102, Code 2005, is amended by adding the following new subsec-
tion:
NEW SUBSECTION. 7A. “Domestic cooperative” means a cooperative organized under

chapter 497, 498, 499, 501, or 501A.

Sec. 109. NEW SECTION. 490A.131 BIENNIAL REPORT FOR SECRETARY OF STATE.
1. A limited liability company or a foreign limited liability company authorized to transact

business in this state shall deliver to the secretary of state for filing a biennial report that states
all of the following:
a. The name of the limited liability company or foreign limited liability company.
b. The street andmailing address of its designated office and the name and street andmail-

ing address of its agent for service of process in this state.
c. The street and mailing address of its principal office.
d. In the case of a foreign limited liability company, the state or other jurisdiction under

whose law the foreign limited liability company is formed.
2. Information in a biennial reportmust be current as of the date the biennial report is deliv-

ered to the secretary of state for filing.
3. If a biennial report does not contain the information required in subsection 1, the secre-

tary of state shall promptly notify the reporting limited liability company or foreign limited li-
ability company and return the report to it for correction. If the report is corrected to contain
the information required in subsection 1 and delivered to the secretary of state within thirty
days after the effective date of the notice, it is timely delivered.
4. If a filed biennial report contains an address of a designated office or the name or address

of an agent for service of process which differs from the information shown in the records of
the secretary of state immediately before the filing, the differing information in the biennial
report is considered a statement of change under section 490A.502.
5. The first biennial report shall be delivered to the secretary of state between January 1 and

April 1 of the first odd-numbered year following the calendar year in which a limited liability
company was formed or a foreign limited liability company was authorized to transact busi-
ness. Subsequent biennial reportsmust be delivered to the secretary of state between January
1 andApril 1 of the following odd-numbered calendar years. A filing fee for the biennial report
shall be determined by the secretary of state. For purposes of this section, each biennial report
shall contain information related to the two-year period immediately preceding the calendar
year in which the report is filed.9

Sec. 110. Section 490A.1201, Code 2005, is amended by striking the section and inserting
in lieu thereof the following:
490A.1201 CONSTITUENT ENTITY.
As used in this section, unless the context otherwise requires, “constituent entity”, as used

in sections 490A.1202, 490A.1204, 490A.1205, and 490A.1207, includes a domestic cooper-
ative. However, as used in section 490A.1203, “constituent entity” does not include a domestic
cooperative.

Sec. 111. NEW SECTION. 490A.1201A MERGER.
With or without a business purpose, a limited liability company may merge with any of the

following:
1. Another domestic limited liability company pursuant to a plan of merger approved in the

manner provided in sections 490A.1202 through 490A.1205.
2. A domestic corporation under a plan of merger approved in the manner provided in sec-

tions 490A.1202 through 490A.1205, and in chapter 490.

___________________

9 See chapter 179, §27 herein
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3. A domestic limited partnership pursuant to a plan ofmerger approved in themanner pro-
vided in sections 490A.1202 through 490A.1207, and in chapter 487.
4. One or more cooperatives organized under chapter 497, 498, 499, 501, or 501A, in the

manner provided by and subject to the limitations in section 490A.1207.
5. A foreign corporation, foreign limited liability company, or foreign limited partnership

pursuant to a plan of merger approved in the manner provided in section 490A.1206.

Sec. 112. Section 490A.1202, Code 2005, is amended by adding the following new subsec-
tion:
NEW SUBSECTION. 0A. As used in this section, “interests” includes but is not limited to

membership interests in a domestic cooperative.

Sec. 113. NEWSECTION. 490A.1207 MERGEROFDOMESTICCOOPERATIVE INTOA
DOMESTIC LIMITED LIABILITY COMPANY.
1. A limited liability company may merge with a domestic cooperative only as provided by

this section. A limited liability company may merge with one or more domestic cooperatives
if all of the following apply:
a. Only one limited liability company and one or more domestic cooperatives are parties to

the merger.
b. When themerger becomes effective, the separate existence of each domestic cooperative

ceases and the limited liability company is the surviving entity per organization.
c. As to each domestic cooperative, the plan of merger is initiated and adopted, and the

merger is effectuated, as provided in section 501A.1101.
d. As to the limited liability company, the plan of merger complies with section 490A.1202,

the plan of merger is approved as provided in section 490A.1203, and the articles of merger
are prepared, signed, and filed as provided in section 490A.1204.
e. Notwithstanding section 490A.1202, 490A.1205, or 490A.1206, the surviving organiza-

tion must be the limited liability company.
2. Section 501A.1103 governs the abandonment by a domestic cooperative of a merger au-

thorizedby this section. Section 490A.1203, subsection 2, governs theabandonment bya limit-
ed liability company of a merger authorized by this section, except that for the purposes of a
merger authorized by this section, the requirements stated in section 490A.1203, subsection
2, paragraphs “b” and “c”, do not apply and instead the abandonment must have been ap-
proved by the domestic cooperative.

Sec. 114. Section 499.4, unnumbered paragraph 1, Code 2005, is amended to read as fol-
lows:
No A person or firm, and no including a corporation hereafter organized, which is not an

association as defined in this chapter or a cooperative as defined in chapter 501 or 501A, shall
not use the word “cooperative” or any abbreviation thereof in its name or advertising or in any
connection with its business, except foreign associations admitted under section 499.54. The
attorney general or any association or any member thereof may sue and enjoin such use.

Sec. 115. Section 502.102, subsection 20, Code 2005, is amended to read as follows:
20. “Person” means an individual; corporation; business trust; estate; trust; partnership;

limited liability company; association; cooperative; joint venture; government; governmental
subdivision, agency, or instrumentality; public corporation; or any other legal or commercial
entity.

Sec. 116. Section 556.1, subsection 3, Code 2005, is amended to read as follows:
3. “Cooperative association” means an any of the following:
a. An entity which is structured and operated on a cooperative basis, including an associa-

tion of persons organized under chapter 497, 498, or 499; or an entity composed of entities or-
ganized under those chapters; a.
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b. A cooperative organized under chapter 501;.
c. A cooperative organized under chapter 501A.
d. a A cooperative association organized under chapter 490; or any.
e. Any other entity recognized pursuant to 26 U.S.C. § 1381(a) whichmeets the definitional

requirements of an association as provided in 12 U.S.C. § 1141(j)(a) or 7 U.S.C. § 291.

Sec. 117. Section 556.5, subsection 4, paragraph b, Code 2005, is amended to read as fol-
lows:
b. A disbursement held by a cooperative association shall not be deemed abandoned under

this chapter if thedisbursement is retainedbya cooperative associationorganizedunder chap-
ter 490as provided in section 490.629, or by a cooperative association organized under chapter
499 as provided in section 499.30A, or by a cooperative as provided in section 501A.1008.

Sec. 118. Section 501A.102, as enacted in this Act, is amended by striking from the section
the word and figure “or 487”.10

Sec. 119. EFFECTIVE DATES. This Act takes effect July 1, 2005, except that section 118
of this Act takes effect January 1, 2006.

Approved May 20, 2005

_________________________

CH. 136CH. 136

CHAPTER 136

AGRICULTURAL PRODUCTION

H.F. 805

ANACT relating to agricultural production including animal feeding operations, by providing
for the regulation of open feedlot operations, and agricultural production liens, and pro-
viding for penalties.

Be It Enacted by the General Assembly of the State of Iowa:

DIVISION I
OPEN FEEDLOT OPERATIONS

SUBCHAPTER I
GENERAL PROVISIONS

Section 1. NEW SECTION. 459A.101 TITLE.
This chapter shall be known and may be cited as the “Animal Agriculture Compliance Act

for Open Feedlot Operations”.

Sec. 2. NEW SECTION. 459A.102 DEFINITIONS.
1. “Alternative technology system” or “alternative system”means a system for open feedlot

effluent control as provided in section 459A.303.
2. “Animal” means the same as defined in section 459.102.
3. “Animal feeding operation” means the same as defined in section 459.102.
4. “Animal unit” means the same as defined in section 459.102.
5. “Animal unit capacity” means a measurement used to determine the maximum number

of animal units that may be maintained as part of an open feedlot operation.

___________________

10 According to enrolled Act; however, the phrase in section 501A.102 as enacted is “chapter 486A, 487, or 488”




