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1 An Act providing for the d1stribution of earnings by cooperative 

2 associations operating on a pool1ng basis. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY Of THE STATE OF IOWA: 
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S.F. ,2/1[3 H.F. 

1 Section 1. Section 499.30, Code 1993, is amended to read 

2 as follows: 

3 499.30 DISTRIBUTION Of EARNINGS. 

4 The directors shall annually dispose of the earnings of the 

5 association in excess of its operating expenses as follows: 

6 1. To provide a reasonable reserve for depreciation, 

7 obsolescence, bad debts, or contingent losses or expenses. 

8 2. a. To the extent that the 

9 operat1ng on a pooling basis, the 

cooperative association is 

board of d1rectors of the 

10 coooerative association shall determine the portion of the 

11 remaining earn1ngs derived from the pool that will be added to 

12 the surplus. The cooperative association lS ooerati~g 2n a 

13 pooling basis, if the association markets, sells,_or handles 

14 an agricultural product an~_all of the follo~1~g apply: 

15 (l) The pro~uct is a pool composed by commingling units of 

16 the same kind of product which are contributed to the 

17 cooperat1ve association by its members. 

18 (2) The earnings of the association are computed without 

19 deducting a charge for products del1vered by members of the 

20 association who are contributing units to be commingled 1n the 

21 product pool. 

22 The board of directors may provide an advance payment to 

23 the members of the association contributing units of the 

24 product to be commingled in the product pool during the 

25 contribution period. 

26 b. At To the extent that the cooperative association is 

27 not operating on a pooling basis as provided in this 

28 subsection, at least ten percent of the remaining earnings 

29 must be added to surplus until surplus equals either thirty 

30 percent of the total of all capital paid in for stock or 

31 memberships, plus all unpaid patronage dividends, plus 

32 certificates of indebtedness payable upon liquidation, 

33 earnings from nonmember business, and earnings arising from 

34 the earnings of other cooperative organizations of which the 

35 association is a member, or one thousand dollars, whichever is 
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l greater. No addit1ons shall be made to surplus when 1t 

2 exceeds either fifty percent of the total, or one thousand 

3 dollars, whichever is greater. 

4 3. Not less than one peccent nor more than five perce~t of 

5 ~tteh earnings in excess of ceserves may be placed in an 

6 educat10r1al fund, to be used as the d1rectors dee~ su1table 

7 for teaching or promoting co-operation. 

8 4. After t"e-fe~e~o~M9,-to disposing of earnings as 

9 provided in sub_~-'=.£':..~'?_ns l and 2, t!"le cooperative ~::;sociation 

10 shall pay any fixed d1v1dends on stock or memberships,-tf-e~]. 

ll 5. Notwithstanding t"e an association's art1cles of 

12 incorporation of-en]-e~~oe~etion, for each taxable year of the 

13 assoc1ation beg~nntng-efter-Beeembe~-3± 7 -l96r, the associat1on 

14 shall allocate all remaining net earnings ~hel±-be-e±reeeted 

15 to the account of each member, including subscribe~s described 

16 in sect1on 499.16, ratably in proportion to the business the 

17 member did with the association during that year. The 

18 directors shall determ1ne, or the articles of 1ncorporation or 

19 bylaws of the assoc1ation may specify, the percer.tage or the 

20 amount of the allocation that currently shall be pa1d ln cash. 

21 Hov1eve r, so long as there are unpaid local deferred patronage 

22 dividends of deceased members for prior years, the amount 

23 currently payable in cash shall not exceed twenty percent of 

24 the allocation. All the rema1n1ng allocation not pa1d 1n cash 

2S shall be transferred to a revolving fund and credited to the 

26 members and subscr1bers. The credits in the revolving fund 

27 are referred to in this chapter as deferred patronage 

28 d1vidends. 

29 EXPLANATION 

JO This b1ll amends section 499.30 which regulates how a 

31 cooperative association organized under chapter 499 may 

32 distribute its earnings which are excess of its operating 

33 expense. After the associat1on prov1des a reasonable reserve 

34 for depreciation, obsoLesce~ce, bad debts, or cont1ngen~ 

3S losses or expenses, at least ~0 percent of the remaining 
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l earnings must be added to surplus. Earnings are not required 

2 to be contributed to the surplus after a certain level has 

3 been reached, based on the percentage of the total of all 

4 capital paid in for stock or memberships, unpaid patronage 

5 dividends, certificates of indebtedness payable upon 

6 liquidation, earnings from nonmember business, and earnings 

7 arising from the earnings of other cooperative organizations 

8 of which the association is a member, or $1,000, whichever is 

9 greater. 

10 This bill provides that to the extent that the coopecat1ve 

11 association is operat1ng on a pooling basis, the cooperative 

12 association shall determine the portion of the remaining 

13 earnings derived from the pool that will be added to the 

14 surplus. According to the bill, a cooperative association is 

15 operating on a pooling basis, if the association markets, 

16 sells, or handles an agricultural product, the product is a 

17 pool composed by commingling units of the same kind of product 

18 which are contributed to the cooperative association by its 

19 members, and the earnings of the association are computed 

20 without deducting a charge for products delivered by members 

21 of the association who are contributing units to be commingled 

22 in the product pool. The board of directors may provide an 

23 advance payment to the members of the association contributing 

24 units of the product to be commingled in the product pool 

25 during the contribution period. 
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AN ACT 

PROVIDING FOR THE DlS~RlBUTION OF F~RNINGS BY COOPP.RATIVf. 

ASSOCIATIONS OPERATING ON A POOLING BASIS. 

BE I'l' ENACTED BY TH£ GENERAL ASSEMBL'l OF 'l'U£ St'ATE OP IOWA: 

Section 1. Sectlon 499.30, Cod& 1993, is amended to read 

as follows: 
4q9,30 OISTRIBU'l'ION OF EARNINGS. 

The directors shall annually d1spose of the earn1nqs of the 

association in e~cess of its operating expenses as follows: 

~ 'l'o provide a reasonable reserve for depreciation, 

obsolescence. bad debts, or contln9ent losses or expenses. 

!:.__~a. To ttle ex~ent that t.he c:;:oope!_~tive usociauo_'! .. .!..!! 
Q_E~raung~p_qot inq __ ~a sis, _the bo~rd of _di re~c:;:t~!..!..._?Lt:.!!!! 

cooperauve assoclati.on shal.! deter!l!ine the pC?_rtlon ~f the 

~aininq earnings derived f~_9m the ~t;hat wi_l~~ddec! -~ 

the surplu.!..!..______!~_e cooperative as soc iat iol!......!..!...!!.!!.l~~ 
£_O_C?.~E~f the association markets_, sells, or __ handl~~ 

an agri~~ltural product and.~ll of_the followi~g_!PEl~ 

(l) The produ.~.L.!.!_~-~ composed by comml_1_'1_9ling units_.2! 

the same !dnE.~.~- which ar!. cont_r._ibuted to the 

cooperat~ve asst?.ciatlon by~_i.t:.s members. 
!21 'l'he ear~~s of the assoclatlon are c9~puted without 

ded~.9 a chars_e fo~~£_ts deltvered_by m.embers ~~-the 

associa~i~.n .... ho.....!!.!_contri~~~.t_inq unita to be col!\lllingl~s!.l..!!.__;he 

£!£4uct P.~ 
Th~_ .. _q_! _ _<!}.!.!.£tors md.Y. __ PI!?_vide ~-1'1 adva!!£!..J?&ftlle~_t_~ 

the_~-~~rs ot_th~~~-~ation contributtng_units of the 

product to be commingle~---~-~ the produ£!......P~~~!...!..!!S..-~~ 

~2.!!5:.£.!-.but l.O~J?!!..~~ 
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~ At !.Q_~-~~ ~x~e:nt t.ha~ the ~.2.£12~~!.!!..!..':'~~--~-~l!££.!..!!.!..O_!l_ J~ 
not oper_~~~.2~. !_~e_ool i~ bas 1 !._B:~_rovldec! .. ~.!:'-t_~_~_! 

!'~~Esect.!_<_?~L.....!~ lPaat ten percent of the rP!Minlnq euntnqa 

must be added to surplus untLl surplus equals either thirty 

percent of the t.ot.41.l of all captUl pa1d 1n for ~ltock or 

memberships, plus all unpaid p4trondqe divid~nds, plus 

cPrtificat.es of tndebtednPss payable upon llquld.\tlon, 

earninqs from nonmember buaLness, and P.arninqs arlsinq from 

the earnings of othPr coopE-rative orqdntz<tt.10ns ot which the 

aasoclat Lon is a memb~r, or one thousand dollars, l.'hlche· .. ~r is 

qreat.Pr. »o add1tions shall bP. made to ~urplus when tt. 

exceeds either fifty percent of the total, or one thousand 

dollars, whLchever is greater. 

~-· Not less than one percent nor !"'ore than five percent of 

sae~ ~arnings in excess of reserveq may ~e placP.d tn an 

educational fund, to be used as the dlr~ctors deel"' suitable 

for teachtng or promotlng co-operc~t1on. 

!! After ~he-foreqoifHJ7-t:O dlS.P.<?~.~-~--~~r-~~~-~ 
provided in subs!!_~t_ions 1 31-_nd 2, the coope_r:~-t~tvP. assoc1at 1on 

sha!~ pay ~'.:L.i' fixed dividends on stock or membershipsT-if-al\y, 

~ Notwithstandinq th~ an assC?s;iatLon's articles of 

incorpocat ion ef-a"y-a!!ll'Joe-tal::tofl, for each taxable year of the 

auoc 1 at ion becy-t"n*"'cr-e:fte-r -Beeelftbe-r- 3 h- i96i, t. he ass~.c 1_a.!..!.2!' 

shall_. allocat_~ all retr:aining net earn1nqs she:H-be--eHoeeted 

to the account of each mPmber, including subscribers described 

1n section 499.16, ratably in proportion to t.he business the 

member d1d with the association durLng that yedr. The 

directors s.hall determine, or the Articles of incorporAtion or 

bylaws of the association may spec1fy, the percentdge or the 

amount of the altocat·1on that cunently shc\11 be pald in cas"n. 

Ho·.,oever, so lonq as there are unpaLd local def~rred patronaqe 

dividends of deceased members for pr1or years, thP. ar:'lounl 

currently payable 1n cash shall not exceP.d twenty perce~t of 

the allocdtlon. All the remaln1nq allocatJon not pdid 1n cdsh 

shall be transterred to a revolvinq !und and cred1t.Pd to the 

1./1 ., 
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members and subscribers. The credits in the revolving fund 

are referred to in this chapter as deferred patronage 

dividends. 

LEONARD L. BOSWELL 

President of the Senate 

HAROLD VAN MAANEN 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 2153, Seventy-fifth General Assembly. 

JOHN F. DWYER 

Secretary of the Senate 

Approved 1994 

TERRY E. BRANSTAD 

Governor 


