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A BILL FOR

! An Act relating to the distribution of earnings of corpora-
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2 tions which are cooperative assoclations.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section four hundred ninety-nine point twenty-
four (499.24), Code 1979, is amended to read as follows:

499.24 PREFERRED STOCK. Preferred stock shall bear
cumulative or noncumulative dividends as fixed by the articles,
not exceeding eight percent per annum. It shall have no vote.
It shall be 1ssued and be transferable without regard to
eligibility or membership, and be 1s redeemable on terms
specified in the articles and as provided for in this chapter.
The directors shall determine the time and amount of its

1ssue.

Sec. 2. Section four hundred ninety-nine point thirty
{499.30), unnumbered paragraph six (6), Code 1979, is amended
to read as follows:

Notwithstanding the articles of incorporation of any
association now in effect, for each taxable year of the
associlation beginning after December 31, 1962, all remaining
net earnings shall be allocated to the account of each member,
including subscribers described in section 499.16 ratably
in proportion to the business he the member had done with

the association during such year. The directors shall
determine, or the articles of incorporation or bylaws of the
assoclation may specify, the percentage or the amount of said
allocation that currently shall be paid in cash, provided
that so long as there are unpaild deferred patronage dividends
of deceased members for prior years the amount currently
payable in cash shall not exceed twenty percent of said

allocation. All said remaining allocation not so paid in

cash shall be transferred to a revolving fund and credited

to said members and subscribers. Such credits in the revolving

fund are herein referred to as deferred patronage dividends.
Sec. 3. Section four hundred ninety-nine point thirty-

three (499.33), Code 1979, is amended to read as fcllows:
499.33 USE OF REVOLVING FUND. The directors may use the

revolving fund to pay the obligations or add to the capital

of the association or retire its preferred stock. In such
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event the deferred patronage dividends credited to members
shall constitute a charge on the revolving fund and future
additions thereto, and on the corporate assets, subordinate

to creditors and preferred stockholders then or thereafter
existing. Deferred patronage dividends for any year shall
have priority over those for any subsequent yeary-exeept-tha€.
However, prior to any other payments of deferred patronage

dividends or redemption of preferred stock held by members,
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the directors mays-at-their-disaretiern, of cooperative
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assoclations, other than those cooperative associations which

[
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are public utilities defined in section four hundred seventy-
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six point one (476.1) of the Code and other than those

—
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coopérative associations which are public utilities which

=
W

are exempt from rate regulation as preovided in that section,

15 shall pay deferred patronage dividends and redeem dreferred

16 stock, of deceased members-or-pas¥ens--and natural persons

17 who were members, and may pay deferred patronage dividends

18 or redeem preferred stock of members who become ineligible

19 without reference to the corder of priority herein-pressribed.

20 Directors of cooperative associations which are nublic

21 utilities defined in section four hundred seventy-six point

22 one_(476.1) of the Code and directors of cooperative

23 asgsocliations which are public utilities exempt from rate

24 regulation asg provided in that section, may pay deferred

25 patronage dividends and redeem preferred stock, of deceased

26 natural persons who were members, and may pay deferred

27 patronage dividends or redeem preferred stock members who

28 become 1ineligible without reference to priority. Payment

29 of deferred patronage dividends or the redemption of preferred
30 stock of ineligible members shall be carried out to the extent
31 and in the manner specified in the bylaws of the association.

32 Sec. 4. This Act 1s effective January first following

33 its enactment.

34 EXPLANATION |
35 Section 499.30 of the Code provides for a system of
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priorities for the disposition of the annual net earnings

of Chapter 499 cooperative associations. After certain
requirements of the section are complied with, an association
must distribute its net earnings as provided in subsection

6 of the section. In this regard Section 2 of the bill makes
less restrictive cash allocations to members insofar as the
bill applies the twenty percent cash limitation only when
there are unpaid deferred patronage dividends of deceased
members for prior years. Presently under the Code the
restriction on cash allocation applies when there are unpaid

past deferred dividends owed to either living or dead members.

Section 3 of the bill changes the directors' obligations
to pay deferred patronage dividends to deceased members and
members who become ineligible. Presently, the directors may
pay these deferred patronage dividends without regard to the
section's priority system. Under the bill, except in the
case of public utility cooperatives, the directors must pay
deferred patronage dividends of deceased natural persons who
were members and redeem the persons' preferred stock before
any other deferred patronage dividends are paid or preferred
stock 1s redeemed. Directors of public utility cooperatives
are not mandated but may likewise opt to do so. Also under
the bill ineligible members' rights concerning these matters

are determined in the particular association's bylaws.
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Amend H-3888 to Scnate File 662 as follows:

1. Page 1, line 3, by striking the words “sixty-
five" and inserting in lieu thercof the words ~ o
"seventy", .

2. Page 1, by inserting after line 7 the follow-
ing:
"2. Page 1, line 30, by inserting after the word

"dividends." the following: "Individual neabers of
associations other than those cooparative ussociatfons
which are public utilities defined in seoh 10n _four
nindred seveﬂty—s x point one (476.1) OF tnc Coidﬁ
who are cred Lteo with unoa'd ccferrcd pa*ror

dividends

producing pro@ucts warkeued by ‘ho "SOOC‘at1on, T3y

on reaching ths age of seventy years or older, reousst
that their deferred patronace dividends be paqu_—__*__
Upon such a reguest, the association ghall within

two years of the roaubst commence pav.ient of the

member 's deferred patronage lelh(“G& in Sh *ﬂ

approximately egual annual 1NCrencnis over a pobiod
of ter years and the 1nf\11q1blh > meinber shall recoive
interest computed on the unpaid _balance at the rate
of six percent annualily.’

3. Page 1, line 9, by striking the vords “sixtv-
five” and inserting in lieu therec{ the words
"seventy"

. Page 1, by inserting after line 15 the follow-

-

line 39, by inser“iﬁg after the word
the following: "Inad ividual menbers

ions othexr than those cooHcrablyﬁ

associations which are public utilities defined 1n
section four hundred scventy-six point onc (“16 i)
of the Code, who are credatod ul;f thdLG el 0:19&

patroraga divioends

the assoc
who are sevent y ycars of - gc “or o¢ucL, and \“o roeu“at
the payment of their deferred patronage dividends,

..

shall be paid as provided fox in section Lour hund
ninety-nine point thirty (G99 30) of the Code, Wit
reference to the ordex o©f prlorlbv""

o]
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H-3984 FPILED #AXT%uine wlo( /627 )BY HOWELL of Floyd
APRIL 18, 1979

SENATE FILE 442
H-3994

1 Amend amendment H~3888 to Senate File 442 as

A 3 ac line 3, by striking the woréd "and"

__4_and inserting in lieu thereof the word "or".
25 2. Page 1, line 7, by inserting after the word
¢ "Code" the words "ox of former stockholdexrs or their
7 _successors of corporations which have been dissclved”.
c 5 3. Page 1, line 9, by striking the word "and"
9 _and inserting in lieu thereof the word "or".
. 10 4., Page 1, line 13, by inserting after the woxd
®11 "Code" the words "or of former stockholders or their
12 successors of corporations which have been dissolved".

¢ 4/ #,z,.j

-3994 FILED delg 4 BY VANS of Grundy

AP?TL 16,1970
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SENATE FILE 442

H- 3888
1 Amend Senate Flle 042 as follows:
2 1. Page 1, line 25, by inserting after the word -
3 "nembers" the words “and persons sixty-{ive years .
4  of age or older who are no jonger cligible hbecausc
5  they do not mcCt the qualirications required in section
& four hundrcd ninety-nine point thirtecen (599.13) of
7  the Code". o
8 2. Page 2, line 17, by inserting aftcor the word
9 "nembers” the words "and persons sixtv-£five yecars
10 of age or older who are no longer eligiplc because
11 they do not meel the qualiiications recuirced an section
12 FTour hundrcd ninciy-nine point thirteen (498.13) of
13 the Code".
148 3. Page 2, line 18, by inserting after the wvord
15 "of” the woxrd "other™.

BY HIIMMEL of Benton
PELLETT of Cass
HUSAK of Tana
ANDERSON of Audubon
HOWELL of Floyd
SWEARINGEN of Keckuk
JOHNSON of Howard
SMALLEY of Polk
WELLS of Linn
BYERLY of Polk

S e Cw s 27 MILLER of Buchanan
H-3888 K=l AT e TYRRELL of Iowa
APRIL 12, 1979 SCHROEDER of Pottawattamie

SENATE FILE 442

H-3966
1 Amend Senate File 442 as follows:
2 1..Pagg 2, by striking lines 12 through 14, and
3 inserting in lieu thereof the following: "six point one
4 (476.1) of the Code,™. )
5 2. Page 2, line 16, by striking the word "stock,"
6 and inserting in lieu thereof the word “stock' -
7 3. Page 2, by striking lines 22 through 24, and
8 inserting in lieu thereof the following: "one (475.1)
9 of the Code_may pay deferred".

4. Page 2, line 25, by striking the comma,
5. Page 2, line 27, by inserting after the word
“"stock" the word “of".

b
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H-3966 FILED -—¢ *%7{z./67%) BY RITSEMA of Sioux
APRIL 18, 1979

SENATE FILE 442

1 Amend Senate File 842 as passed by the Senale as

2 follows:

3 1. Page 1, line 25, by stxiking the words “of

4 deceased members”. i
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H-3972 FILED &=o=% 7 . BY HOWELL of Floyd
2TRTT 182 1Q7Q




SENATE FILE 442

AN ACT
RELATING TO THE DISTRIBUTICN OF EARNINGS OF CORPORATIONS
WHICH ARE COOPERATIVE ASSOCIATIONS.

BE IT ENACTED BY THE CENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section four hundred nimety-nine point twenty-
four (499.24), Code 1979, is amended to read as follows:

4%9.24 PREFERRED STOCK. FPreferred stock shall bearx
cumulative oxr noncumulative dividends as fixed by the articles.
not exceeding eight percent per annum. 1t shall have no vote.
It shall be issued and be transferable without regard to
eligibility or membership, and be is redeemable on terms
specified in the articles and as provided for in this chapter.
The directors shall determine the time and amount of its
issue.

Sec., 2. Section four hundred ninety-nine point thirty
(499.30), unnumbered paragraph six (6), Code 1979, is amended
to read as follows:

Notwithstanding the articles of incorporation of any
association now in effect, for each taxable year of the
association beginning after December 31, 1962, all remaining
net earnings shall be allocated to the account of each member,
including subscribers described in section 499.16 ratably
in proportion to the business he the member had done with
the association during such year. The directors shall
determine, or the articles of incerporation or bylaws of the
association may specify, the percentage or the amount of said
allocation that currently shall be paid in cash, provided
that so long as there are unpaild deferred patronage dividends
of deceased members for prior years the amount currently

payable in cash shall not exceed twenty percent of said
allocation. All said remaining allocation not so paild in

cash shall be transferred to a revolving fund and credited

to said members and subscribers. Such credits in the revolving

Senate Flle 442, P. 2

fund are herein refcrred to as deferred patronage dividends.
sec. 3. Section four hundred ninety-nine point thirty-
three (499.33), Code 1979, is amended to read as follows:
499.33 USE OF REVOLVING FUND. The directors may use the
revolving fund to pay the obligations or add to the capital
of the association or retire its preferred stock. In such
event the deferred patronage dividends credited to members
shall constitute a charge on the revolving fund and future
additions thereto, and on the corporate assets, subordinate
to creditors and preferred stockholders then or thereafter
existing. Deferred patronage dividends for any year shall
have priority over those for any subseqguent yearr-exgepb-thak.
However, prior to any other payments of deferred patronage
dividends or redemption of preferred stock held by pembers,
the directors mayr-at-their-diseretisn; of cooperative
aggociations, other than thesc cooperative associations which
are public utilities defined in section four hundred seventy-
six point one {476.1) of the Code and other than those
cooperative associations which are public utilities which
are exempt from rate requlation as provided in that section,
shall pay deferred patronage dividends and redeem preferred
stock, of deceased members-er-patransy-and natural persons
who were members, and may pay deferred patronage dividends
or redeem preferred stock of members who become ineligible
without reference to the order of priocrity heresn-preseribed.
Directors of cocperative associations which are public
utilities defined in section four hundred gseventy-gix point
one (476.1) of the Code and directors of cooperative
associations which ave public utilitieg exempt from rate
requlation as provided in that section., may pay deferred
patronage dividends and redeem preferred stock, of deceased
natural persons who were members, and may pay deferred
patronage dividends or redeem preferred stock members who
become ineligible without reference to priority. Payment
of deferred patronage dividends or the redemption of preferred
stock of ineligible merbers shall be carried out to the extent
and in the manner specified in the bylaws of the association.
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Sec. 4. This Act 1s effective January first following
its enactment.

TERRY E. BRANSTAD
President of the Senate

FLOYD H. MILLEN
Speaker of the House

I hereby certify that this bill originated in the Senate and

1s known as Senate Flle 442, Sixty-eighth General Assembly. .

FRANK J. STORK
Secretary of the Senate

Approved Z%;;.Z , 1979

ROBERT D. RAY
Governor




