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A BILL FOR 
1 An Act relating to the distribu~ion of earnings of corpora-

2 ~ions which are cooperative associations. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF Io\~A: 
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S.F. ¥'f~ H.F. 

1 section 1. Section four hundred ninety-nine point twenty-

2 four (499.24), Code 1979, is amended to read as follows: 

3 499.24 PREFERRED STOCK. Preferred stock shall bear 

4 cumulative or noncumulative dividends as fixed by the articles, 

5 not exceeding eight percent per annum. It shall have no vote. 

6 It shall be issued and be transferable without regard to 

7 eligibility or membership, and Be is redeemable on terms 

8 specified in the articles and as provided for in this chapter. 

9 The directors shall determine the time and amount of its 

10 lssue. 

11 Sec. 2. Section four hundred ninety-nine point thirty 

12 (499.30), unnumbered paragraph six (6), Code 1979, is amended 

13 to read as follows: 

14 Notwithstanding the articles of incorporation of any 

15 association now in effect, for each taxable year of the 

16 association beginning after December 31, 1962, all remaining 

17 net earnings shall be allocated to the account of each member, 

18 including subscribers described in section 499.16 ratably 

19 in proportion to the business fie the member had done with 

20 the association during such year. The directors shall 

21 determine, or the articles of incorporation or bylaws of the 

22 association may speclfy, the percentage or the amount of sald 

23 allocation that currently shall be paid in cash, provided 

24 that so long as there are unpaid deferred patronage dividends 

25 of deceased members for prior years the amount currently 

26 payable in cash shall not exceed twenty percent of said 

27 allocation. All said remaining allocation not so paid in 

28 cash shall be transferred to a revolving fund and credited 

29 to said members and subscribers. Such credits in the revolving 

30 fund are herein referred to as deferred patronage dividends. 

31 Sec. 3. Section four hundred ninety-nine point thirty-

32 three (199.33), Code 1979, is amended to read as follows: 

33 499.33 USE OF REVOLVING FUND. The directors may use the 

34 revolving fund to pay the obligations or add to "the capital 

35 of the association or retire its preferred stock. III such 
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S.F. l.pj '2.-rJ. F . 

1 event the deferred patronage dividends credited to members 

2 shall constitute a charge on the revolving fund and future 
3 additions thereto, and on the corporate assets, subot'dinate 
4 to creditors and preferred stockholders the I"! or thereafter 
5 existing. Deferred patronage dividends for any year shall 

6 have priority over those for any subsequent year7-e*eer~-~ll.a~.:. 
7 However, prior to any other payments of deferred patronage 

8 dividends or redemption of preferred stock held by members '. 
9 the directors ffiaY7-ae-efle~~-a~ge~e~~9R, of cooperative 

10 associations, other than those cooperative ~ssociations which 

11 are public utilities defined in section four hundred seve~ty-

12 six point one (476.1) of the Code an~ other than those 

13 cooperative associations which are public utilities which 

14 are exempt from rate regulation as provided in that sectiol"!~ 

IS shall pay deferred patronage divid.ends and redeem p):eLerr~<l: 

16 stock, of deceased ffiemae~s-ef-patH'R8.,.-afid natural 12ersons 
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 order of priority aefeil'l-l'1'eS8Pl,Beti. 

20 Directors of cooperative associations which ar2_Qublic 

21 utilities defined in section four hundred seventy-six 12oi~t 

22 one (476.1) of the Code and directors of coo12eratiy_e. 

23 associations which are public utilities exempt from rate 

24 ~~ulation as provided in that section, may pa~S?rr~q 
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 \o/ho 

28 become ineligible without reference to priority. Payment 

29 of deferred patronage dividends or the redem12tion 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 is effective January first follow~ng 

33 its enactment. 

34 EXPLANATION 

35 Section 499.30 of the Code provides for a system of 
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s. F. I.ft./~ H. F. 

1 priorities for the disposition of the annual net earnlngs 

2 of Chapter 499 cooperative associations. After certain 

3 requirements of the section are complied with, an association 

4 must distribute its net earnings as provided in subsection 

5 6 of the section. In this regard section 2 of the bill makes 

6 less restrictive cash allocations to members insofar as the 

7 bill applies the twenty percent cash limitation only when 

8 there are unpaid deferred patronage dividends of deceased 

9 members for prior years. Presently under the Code the 

10 restriction on cash allocation applies when there are unpaid 

11 past deferred dividends owed to either living or dead members. 

12 Section 3 of the bill changes the directors' obligations 

13 to pay deferred patronage dividends to deceased members and 

14 members who become ineligible. Presently, the directors may 

15 pay these deferred patronage dividends without regard to the 

16 section's priority system. Under the bill, except in the 

17 case of public utility cooperatives, the directors must pay 

18 deferred patronage dividends of deceased natural persons who 

19 were members and redeem the persons' preferred stock before 

20 any other deferred patronage dividends are paid or preferred 

21 stock is redeemed. Directors of public utility cooperatives 
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not mandated but may likewise opt to do so. Also under 

bill ineligible members' rights concerning these matters 

determined in the particular association's bylaws. 
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Amend 11-3888 to Senat.e File 1;1:2 il~; [C>llO\·/s: 
1. Pilg£: 1, line 3, by stril:in9 the I'lords "si/-ty­

five" and inserting in lieu thcJ:cof the; I'lords ------
~enty". , 

2. Page 1, by inser.ting after line 7 the fo110\·;­
ing: 

"2. Page 1, line 30. by insertina after the word 
"dividends." the follo"ring: "Individt:21 menbers 0::' 
associCltions other tha.n those coop8r~ti~~ssoci~~~:{ons 
I-lhich ar", public \ltili ties define;:;' _In section four 
hundred seventy-six poin tone (lOG. 1) of the co:]-c-,-
\·:ho are credit.eo \-.r[Eh unnaid '0.eferrcd patr()r.~-­
dividends c'!-nd \-,1ho ar.c in~ligible -hecause thcl7'~top~~d 
rroducing produ~::ts l1~arKcted by the ilSSOC ia t.ion~ Jf'o.'y 
on reaching the age of sc'venty Y8ars or older, reque~~ t 
that their deferred patronac;e div lcrcncls1,cpad-.---­
Upon such a rcquest~ the" aS50ciat)on shall \v.l.thin 
t\\70 years of th8 roqu2st C():~'":1e!'1Ce ~)a07\~oT~­
member's deferred patronuge divi(lc:nd~; in cash Sri 
approximately equal annuZ11Tt1C-i.~~-(;'r.ts -OV(-;r-it~- jJc~l.:-:i.ou 
of ten years and the inc 1 ig ilJrcn;:::1'1be0"'-·sh~.i--r'cc0.i Vt2 

lnterest cOr.1puted on the unpaid b,-'i.ance ilt th,~'Ti1Tc-­
of six percent annu[t-rIy:"---------------------

3_ Page 1, line 9, by strikinSl thc! 110!:'cis "sixty­
five" and inserting in lieu thereof the voras 
~enty". 

II. 1'41ge 1, by inserting after lint' J5 the follO'.·,­
ing: 

114. Page 2, line 19, by inserting after tIle word 
hp:feee~!i:be6.. It the follOHins: f1Inaiviclual nenber.s 
of essociations other than t.hose coopcrE~tr~--­
ussociations I-l:-.ich Clre public ,-,tili:::ies clc,f'Tned in 
section four hundrec1Sc\,'0tity":'slx--p::>int (me (i:'T6-:1T 
of the Code, who arc creu.i.tc(.l \-I.ltt: Unpil:lc': cle:c--rrec1 
pel trona<jc diVIde-nels , ·-\·:hO~-::U:-CL-1~J~0fb:G.-be.::;Zl us·~-~t:h(2y 
stopped Droducing proClucts lnG.r}~et_c;:i. by the -a~soc:i.~!:r():11 
\·,ho are ~eventy YCClrs o-fa--gc-<:3r-01C:cr, ancT-WhO-rc(iU~~'­
the na"yment of tl-lcir deferred ~atl'OnDge dividc!"~ds', 
shali be nafa-'as or.ovideCi f01: in sect-::l.On fou-;. hurldrcd 
ninety-ni~e point'thirty (49-9 _ 30) of the Code, l'lithOt!t 
reference to the order of pl:i-07[tY.:-''----------·---

H-3984 FILED ~f/~',<L;'~~ "l·'(k.:'7;BY HOl1SLL of Floyd 
APRIL 18, 1979 

SENATE FILE 442 
H-3994 

(1 Amend amendment H-3888 to Senate File 442 as 
_L_fo :1.l.Q\:':'s _: ___ _ 

A 3 1. Page 1, line 3, by striking the word "and" 
__ ~_.?nd_.Lrtserting in lieu thereof the vlord "or". --

B 5 2. Page 1, line 7, by inserting after the word 
6 "Code" the words "or of former stockholders or their 
7 _ sUCcessors of corporations which have beE"n dissolved" . 

• 

e S . 3. Page 1. ' line 9, by striking the word "u!1d" 
9 __ §lnd _!l}s,~_rting __ in lieu thereof the l-lord "or". 

;. 10 4. Page 1, line 13, by inserting after the ",ord 
, 11 "Code" the words "or of former stockholders or their 

12 sUCCessors of corporatio!1s I'lhich have been disso.lved". 

H-3994 FILED :Vl-.NS of Grundy 
D, T 
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SENATE PILE 442 

]\mend Senate File ClI12 as [0110' .. :;;: 
1. Page 1, line 25, by inserting after the vlord 

"m81nbers" the \'lords "und persons sixty-five yCcJ."Cs 
of age or older \·;ho are no jo;c,-er-O'li(l iJ),.1i'--heG'1tISe 
they' do not- r;l(:et the quali f .leut ions rcc!li-5. r.c)'T Ii'lScct ion 
four hundred ninety-nine pOint tFt"r-te-in- "'(ii99--:-i3)o[--
the Code". "" .. "-

2. Page 2, line 17, by inserting aft"(~r the \·:ord 
"memb~rs" the \·;ords "and pGrsons sixty-fiv(:_--"Ycu.:cs 
of acre or older \.;ho arc no }_O_:_l,:!CJ: elicrib1e be:::.." C:::..·,::.l;::u:;::s.:::.e 
they do not l~cet the" quc:.li:::icatior.:s rCC::llircd in section 
"tour hundred ninety-n;:r;epoi,,-t thirteEm(if99~f3T-of--­
the CoCle". 

3. Page 2, line 18, by inserting af ter the \-lord 
"of" the word "other". 

BY HOI·t'-1EL of Benton 
PELLETT of Cass 
HUSAK of Tama 
ANDERSON of Audubon 
HOI~ELL of Floyd 
SWEARINGEN of Keokuk 
JOHNSON of Howard 
S(.l}I.LLEY of Polk 
WELLS of Linn 

0' // / / /0;. 7 ' 
H-3888 (x--' -/~'7 \?f ~ / 

BYERLY of Polk 
MILLER of Buchanan 
TYRRELL of Iowa 

!,PRIL 12, 1979 SCHROEDER of Pottal-lattamie 

SENATE FILE 442 
l-J-3966 

1 lImend Senate. Fi.le 442 as follo\-Is: -. 
2 1. Page 2, by striking lines 12 through. lL~ and 
3 inserting in lieu thereof the follol-ling: "s:Lx ~oint one 
-1 (476.1) of the Code,". 
S 2. Page 2> line 16> by striking the \-lord "s toek, .. 
6 and inserting in lieu thereof the I'lord "stock" 
7 3. Page 2, by striking lines 22 throughZ< and 
8 inserting in lieu thereof the follo\ling: "one (1176.1) 
9 "of the C.Qde may pav deferred". ---

10 4. Page 2, line 25. by striking the comma. 
11 5. Page 2. line 27. by inserting after tile word 
12 "stock" the word "of". 

H- 3966 FI LED c0-~" "~'i' ('1 14-''!;) 
APRIL 18, 1979 

BY 

SENATE PILE 442 
H-3972 

RITS~'-1A of Sioux 

1 Amend Senate File q42 as passed by the Senate as 
2 fol10\-Js: 
3 1. Page 1, line 25, by striking the words "of 
4 deceased members" • 

H- 3972 FILED 
T ". 

.- / 
,dl,,? {_;.{ /~,;l / 
, I ..; BY H0\1ELL of Floyd 
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Sl'NATE FILE 442 

AN ACr 

RELATING TO TIll: DISTRIBUTION OF EARNINGS OF CORPORATIONS 

'o<IHlCB ARE COOPERATIVE ASSOCIATIONS. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA, 

Section 1. Section four hundred ninety-nine point twenty­
(our (499_24). Code 1979. is ar.'Iended to [·ead as follows: 

499.24 PREFERRED STOCK_ rl·eferred stock shall bear 
cumulative or noncumulative dividends ilS fixed by the articles. 
not exceeding eight percent per annum. It shall have no vote. 
It shall be issued and be transferable without regard to 
eligibility or membership. and Ite is t'edeemable on tenns 
specified in the articles and as provided for in_!l.is chapter. 
The directors shall determine the time and aJr,ount 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: 

Notwi thstanding 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 secti.on 499.16 t-atably 
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 
association may specify, the percentage or the amount of said 
allocation that currently !ihall be paid in cash, provided 
that so long as the[-e are unpaid deferred patronage dividends 
9_f 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 revolvillg fund and credited 
to said members and subscribers. Such credits in the [evolving 

e 
Senate File 442, P. 2 

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

t.hr.ee (499.33), Code 1979. is amended to read as follo .... s: 

499.33 USE OF R¥.Vor.vWG FUND. The directors may use the 

revolving fund to PdY the obliQations or add to the capital 
of the association or retlrc its preferred stock. In such 
event the deferred patronage dividends credited to r:'Icl"lbers 
shall constitute a charge on the revolving fund and future 
addi bons thereto, and on the corporate assets, subordinate 
to creditors and prefelTcd stockholders then or thereafter 
eXi!iting. Deferred patronage dividends foe allY year shall 
have priOl'ity over tho!1e for any subsequent yearj-eN.ee,'-~at;.. 
Ho .... ever-' prior to any oth~! payments of deferred patronaqe 
dividends or redemption of "preferred stock. held by oetnbers, 
the directors ~eyj-ftt-~e~p-&te@~e~~8ftj of cooperative 
~~.?ociations, othel: than those cooperative associations which 
are PW?:tt<;._utilities defined in section four hundred seventy­
six point on~ (476.1) of the Cpde and other than those 
cooperative assoc:_~ations which al·~ public utili ties which 
are exempt h-om rate 1·equ1ation as provided in that section. 
sh~ll pay deferred patronage dividends and redeem preferred 
stock, of deceased ~eM8ep9-ep-,a~E8R8T-&ft4 natural persons 
who wel·e members, and may pay d~ferred patronage dividends 
or redeem preferred. stock. of tr,embers who become ineligible 
without reference to the ordor of priority Refeift-pt:e"8.ihett. 
Directors of coC?£~rative association_s which are public 
lllj_U ties defined in ~~~~2.!L four hundred seventy-six point 
one (476_1) of the Code and dir.ectors of coop~rative 
associations which are public lItili~~~_~ exempt fro:1l rate 
!:~qulation as provided in that section. mi!r_PdY deferred 
patro~.9.~_Ei.y'~_dends and redeem preferred stock. of deceased 
~at\lt"al persons who were rcetlibers, and may pay deferred 
patron~.~ dividends or redeem ~fened stock members who 
~_~come ineligible · ... ithout reference to priority. PaYment 
of def~FE.~.~ __ .E..atronage d!~tdel\ds 01· the red~tl.~n of~erred 
::;tock of ineliql.~J~ menbers .. ~_hal1 be carried out to the extent 
and iJL.~.!l..e manner specified in the..t:~.i'J~~"'s of the associa_~ion. 

1/1 :n 
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Senate File 442, P. 3 

Sec. 4. This Act is 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 

IS known as Senate File 442, Sixty-eighth General Assembly. 

Approved --L.J.m~~~g'=-----_, 1979 

ROBERT D. RAY 
Governor 

FRANK J. STORK 
Secretary of the Senate 


