Senate Study Bill 2157

Bill Text

PAG LI N
1 1 Section 1. Section 501.101, subsection 1, Code 1997, is
1 2 anended to read as fol |l ows:
1 3 1. "Articles" means the cooperative's articles of
1 4
—i-Reorporation

associ ation

1 5 Sec. 2. Section 501.101, subsection 2, paragraph b, Code
1 6 1997, is anmended to read as foll ows:

1 7 b.

ndividual | i

— A person who
1 8 owns at least one hundred fifty acres of agricultural |and and

1 9 receives as rent a share of the crops or the aninals raised on
110 the land if

— that person is a
1 12 natural person or a general partnership as organi zed under
1 13 chapter 486 in which all persons are natural persons.
1 14 Sec. 3. Section 501.101, subsection 4, Code 1997, is
1 15 anended to read as fol | ows:
116 4. "Cooperative" neans a cooperative

—Gopaati-on
17 association organi zed under this chapter or converted to this
18 chapter pursuant to section 501.601.
19 Sec. 4. Section 501.101, subsection 6, Code 1997, is
20 anended by adding the followi ng new paragraph
21 NEW PARAGRAPH. c¢. A general partnership as organized
under chapter 486 in which all the partners are natura
23 persons actively engaged in farming as provided in section
24 9H. 1.
25 Sec. 5. Section 501.101, subsections 7 through 9, Code

26 1997, are anmended to read as foll ows:
27 7. "Menber" neans a person who owns a voting
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—stock

1 28 interest in a cooperative.
129 8.

— "Interest holder" neans a person who owns
1 30

—stock
— an interest in a cooperative, whether or not that

—stock



1 31 interest has voting rights.
1 32 9. "Voting

—stock
— Interest" neans

—stock
— an interest in a

1 33 cooperative that has voting rights.

1 34 Sec. 6. Section 501.102, subsection 2, Code 1997, is
1 35 anended to read as fol |l ows:
2
2

1 2. Unless its articles provide otherw se, a cooperative
2 has perpetual duration and succession inits

—corporate

2 3 cooperative nane and has the same powers as an individual to
2 4 do all things necessary or convenient to carry out its
2 5 business and affairs, including,

ut not
7 limted to, all of the follow ng:
8 a._ Sue and be sued, conplain, and defend in its nane.
9 b. Have a seal, which may be altered at will, and use it,
10 or a facsimle of it, by inpressing or affixing it or in any
11 other manner reproducing it.
12 c. Mike and amend byl aws, not inconsistent with its
13 articles of association or with the laws of this state, for
14 nmmnagi ng the business and regulating the affairs of the
15 cooperati ve.
16 d. Purchase, receive, lease, or otherw se acquire, and
17 own, hold, inprove, use, and otherwise deal with, real or
18 personal property, or any legal or equitable interest in
19 property, wherever | ocated.
20 e. Sell, convey, nortgage, pledge, |ease, exchange, and
21 otherw se dispose of all or any part of its property.
22 f. Purchase, receive, subscribe for, or otherw se acquire
23 own, hold, vote, use, sell, nortgage, |lend, pledge, or
24 otherw se dispose of, and deal in and with shares or other
25 interests in, or obligations of, any other entity.
26 g. Mike contracts and guarantees, incur liabilities,
borrow noney, issue its notes, bonds, and other obligations,
28 which may be convertible into or include the option to
29 purchase other interests of the cooperative, and secure any of
30 its obligations by nortgage or pledge of any of its property,
31 franchi ses, or incone.
32 h. Lend noney, invest and reinvest its funds, and receive
33 and hold real and personal property as security for repaynent.
34 i. Be a pronpter, partner, nmenber, associate, or manager
35 of any partnership, joint venture, trust, or other entity.
j. Conduct its business, locate offices, and exercise the
powers granted by this chapter within or without this state.
k. Elect directors and appoint officers, enployees, and
agents of the cooperative, define their duties, fix their
conpensation, and lend them noney and credit.
|. Pay pensions and establish pension plans, pension
trusts, profit sharing plans, share bonus plans, share option
plans, and benefit or incentive plans for any or all of its
current or former directors, officers, enployees, and agents.
m _Make donations for the public welfare or for
charitable, scientific, or educational purposes.
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3 12 n. Transact any lawful business that will aid governnmenta
3 13 policy.

3 14 0. Make paynments or donations, or do any other act, not

3 15 inconsistent with law, that furthers the business and affairs
3 16 of the cooperative.

3 17 Sec. 7. Section 501.103, subsections 1, 2, and 5, Code

3 18 Suppl enent 1997, are anended to read as foll ows:

3 19 1. Notwi thstanding section 9H. 4, any person or entity,

3 20 subject to the limtations set forth in section 501. 305, and
3 21 subject to the cooperative's articles and bylaws, is permtted
3 22 to own

—stock

interests, including voting

—stock

interests, in a

3 23 cooperative

3 24 2. Notwi thstanding section 9H. 4, a cooperative my,

3 25 directly or indirectly, acquire or otherw se obtain or |ease
3 26 agricultural land in this state, for as long as the

3 27 cooperative continues to nmeet the follow ng requirenents

3 28 a. Farnming entities own sixty percent of the

—stock

3 29 interests and are eligible to cast sixty percent of the votes
3 30 at menber neetings.

3 31 b. Authorized persons own at |east seventy-five percent of
3 32 the

—stock

interests and are eligible to cast at |east seventy-

3 33 five percent of the votes at nenber neetings.

3 34 c. The cooperative does not, either directly or

3 35 indirectly, acquire or otherw se obtain or |ease agricultura
4 1 land

in this state in excess of one
4 4 thousand five hundred acres.
4 5 5. In the event of a transfer of

—stock

ninterest in a
6 cooperative by operation of law as a result of death, divorce
bankruptcy, or pursuant to a security interest, the
cooperative may disregard the transfer for purposes of
determ ni ng conpliance with subsection 2 for a period of two
10 years after the transfer.
11 Sec. 8. Section 501.105, subsection 2, Code 1997, is
amended to read as foll ows:

2. Articles nust be signed by all of the
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—i-Reorporators

4 14 organi zers; and all other docunents filed with the secretary
4 15 of state nust be signed by one of the cooperative's officers.
4 16 The printed nane and capacity of each signatory nust appear in



4 17 proximty to the signatory's signature. The secretary of
4 18 state may accept a document containing a copy of the
4 19 signature. A docunent is not required to contain a

—corporate

4 20 seal, an acknow edgnent, or a verification.

4 21 Sec. 9. Section 501.106, subsection 2, unnunbered
4 22 paragraph 1, Code 1997, is anended to read as foll ows:
4 23 A

——Gcorporation

— cooperative may change its registered office
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24
25
26
27
28

or registered agent by delivering to the secretary of state
for filing a statenment of change that sets forth all of the
fol | owi ng:

Sec. 10. Section 501.106, Code 1997, is anmended by adding
the foll owi ng new subsecti ons:

NEW SUBSECTION. 5. a. A registered agent may resign the
agent's agency appoi ntnment by signing and delivering to the
secretary of state for filing the signed original statenent of
resignation. The statenment may include a statement that the
regi stered office is also discontinued. The registered agent
shall send a copy of the statement of resignation by certified
mail to the cooperative at its principal office and to the
regi stered office, if not discontinued. The registered agent
shall certify to the secretary of state that the copies have
been sent to the cooperative, including the date the copies
were sent.

b. The agency appointnment is term nated, and the
regi stered office discontinued if so provided, on the date on
whi ch the statenent was filed.

NEW SUBSECTION. 6. a. A cooperative's registered agent
is the cooperative's agent for service of process, notice, or
demand required or pernitted by law to be served on the
cooperative

b. If a cooperative has no registered agent, or the agent
cannot with reasonabl e diligence be served, the cooperative
may be served by registered or certified mail, return receipt
requested, addressed to the secretary of the cooperative at
its principal office. Service is perfected under this
paragraph at the earliest of any of the follow ng:

(1) The date that the cooperative receives the nail

(2) The date shown on the return receipt, if signed on
behal f of the cooperative.

(3) Five days after its deposit in the United States nmail
as evidenced by the postmark, if mailed postpaid and correctly

23 addressed.
24 c. A cooperative nay be served pursuant to this section or
25 as provided in other provisions of this chapter, unless the
26 manner of service is otherw se specifically provided for by
27 statute.
28 Sec. 11. Section 501.202, subsection 1, paragraph a, Code
29 1997, is anended to read as foll ows:
30 a. The nane, address, and occupation of each
—-Reorporat-or
5 31 organi zer.
5 32 Sec. 12. Section 501.202, subsection 2, paragraph d, Code

5 33 1997, is anended to read as foll ows:

5

34

d. The cl asses of

—stock
— interests and the authorized
5 35 nunber of



—shares

—inte
6 1
6 2
6 3
6 4

rests of each cl ass.

Sec. 13. Section 501.306, Code 1997, is anended to read as
foll ows:

501. 306 NUMBER OF VOTES.

A person who is a menber

—or—sharehol der

— sha
6 5

| not own nore
than one nenbership

—or—share—of—voting—stock

— Th
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e person
shall be entitled to cast not nore than one vote regardi ng any
matter in which a vote is conducted, including any nmatter
subject to a vote during a cooperative neeting

Sec. 14. Section 501.403, subsection 2, paragraph e, Code
1997, is amended to read as follows:

e. Action required or permtted by this chapter to be
taken at a board neeting may be taken without a neeting if the
action is taken by all nenbers of the board. The action nust
be evidenced by one or nore witten consents describing the
action taken, signed by each director, and included in the
mnutes or filed with the

—Gcorporate
— cooperative's records

17
18
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33
34
35
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reflecting the action taken. Action taken under this section
is effective when the | ast director signs the consent, unless
the consent specifies a different effective date. A consent
signed under this section has the effect of a neeting vote and
may be described as such in any docunent.

Sec. 15. Section 501.403, subsection 3, Code 1997, is
amended to read as foll ows:

3. A director may waive any notice required by this
chapter, the articles, or the bylaws before or after the date
and tine stated in the notice. The waiver nust be in witing,
signed by the director entitled to the notice, and filed with
the mnutes or

rds of the cooperative. A
director's attendance at or participation in a neeting waives
any required notice to that director of the neeting unless the
director at the beginning of the neeting or pronptly upon the
director's arrival objects to holding the neeting or
transacti ng business at the neeting and does not thereafter
vote for or assent to action taken at the neeting.

Sec. 16. Section 501.404, subsection 1, paragraph b, Code
Suppl emrent 1997, is anmended to read as foll ows:

b. The material facts of the transaction and the
director's interest were disclosed or known to the

—shareholders
— nenb

7 5
7 6
7 7
7 8

ers entitled to vote and they authori zed,

approved, or ratified the transaction. For purposes of this
paragraph, a conflict of interest transaction is authorized,
approved, or ratified if it receives a majority of the votes
entitled to be counted under this paragraph

—Shares
— Voting

7 9
7 10
7 11

interests owned by or voted under the control of a director
who has a direct or indirect interest in the transaction, and



—shares

voting interests owned by or voted under the control of

7 12 an entity described in subsection 2, paragraph "a", shall not
7 13 be counted in a vote of menbers to determ ne whether to

7 14 authorize, approve, or ratify a conflict of interest

7 15 transaction under this paragraph. The vote of those

—shares

7 16 voting interests, however, is counted in deternining whether
7 17 the transaction is approved under other sections of this

7 18 chapter. A mpjority of the votes, whether or not the

7 19

—shareholders

nenbers are present, that are entitled to be

7 20 counted in a vote on the transaction under this paragraph
7 21 constitutes a quorumfor the purpose of taking action under
7 22 this paragraph
7 23 Sec. 17. Section 501.407, unnunbered paragraph 1, Code
7 24 1997, is anmended to read as foll ows:
7 25 The articles may contain a provision elimnating or
7 26 limting the personal liability of a director, officer, or
7 27

—shareholder

interest holder of the cooperative for nonetary
7 28 dammges for breach of a fiduciary duty as a director, officer,
7 29 or

—sharehol der

interest holder, provided that the provision

7 30 does not elimnate or limt liability for any of the

7 31 foll ow ng:

7 32 Sec. 18. Section 501.407, subsections 1 and 3, Code 1997,
7

7

7

33 are anended to read as foll ows:
34 1. A breach of the duty of loyalty to the cooperative or
35 its

—shareholders

— interest holders.
8 1 3. A transaction fromwhich the director, officer, or
8 2

—shareholder

— interest holder derives an inproper persona

benefit.
PART B
| NDEMNI FI CATI ON

Sec. 19. NEW SECTION. 501.411 DEFIN TIONS

As used in this part, unless the context otherw se
requires:

1. "Cooperative" includes any donestic or foreign
10 predecessor entity of a cooperative in a nerger or other
11 transaction in which the predecessor's exi stence ceased upon
12 consummati on of the transaction.
2. "Director" means an individual who is or was a director
14 of a cooperative or an individual who, while a director of a
15 cooperative, is or was serving at the cooperative's request as
16 a director, officer, partner, trustee, enployee, or agent of
17 another foreign or donestic cooperative, partnership, joint
18 venture, trust, enployee benefit plan, or other enterprise. A
19 director is considered to be serving an enpl oyee benefit plan
20 at the cooperative's request if the director's duties to the
21 cooperative also i npose duties on, or otherw se involve
22 services by, that director to the plan or to participants in
23 or beneficiaries of the plan. "Director" includes, unless the
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context requires otherw se, the estate or persona
representative of a director.

3. "Expenses" include counsel fees.

4. "Liability" nmeans the obligation to pay a judgment,
settlenment, penalty, fine, including an excise tax assessed
with respect to an enpl oyee benefit plan, or reasonable
expenses incurred with respect to a proceeding.

5. "Oficial capacity" neans:

a. Wen used with respect to a director, the office of
director in a cooperative.

b. When used with respect to an individual other than a
director, as contenplated in section 501.417, the office in a
cooperative held by the officer or the enploynment or agency
rel ationshi p undertaken by the enpl oyee or agent on behal f of
the cooperative

"Official capacity" does not include service for any other
foreign or donmestic cooperative or any partnership, joint
venture, trust, enployee benefit plan, or other enterprise.

6. "Party" includes an individual who was, is, or is
threatened to be nade a naned defendant or respondent in a
pr oceedi ng.

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

conpl eted action, suit, or proceeding, whether civil,
crimnal, adnministrative, or investigative and whether fornma
or infornmal.

Sec. 20. NEWSECTION. 501.412 AUTHORITY TO | NDEMNI FY.

1. Except as provided in subsection 4, a cooperative may
i ndemi fy an individual nade a party to a proceedi ng because
the individual is or was a director against liability incurred
in the proceeding if all of the follow ng apply:

a. The individual acted in good faith

b. The individual reasonably believed either of the
fol | owi ng:

(1) In the case of conduct in the individual's officia
capacity with the cooperative, that the individual's conduct
was in the cooperative's best interests.

(2) In all other cases, that the individual's conduct was
at | east not opposed to the cooperative's best interests.

c. In the case of any crimnal proceeding, the individua
had no reasonabl e cause to believe the individual's conduct
was unl awf ul .

2. Adirector's conduct with respect to an enpl oyee
benefit plan for a purpose the director reasonably believed to
be in the interests of the participants in and beneficiaries
of the plan is conduct that satisfies the requirenment of
subsection 1, paragraph "b", subparagraph (2).

3. The termination of a proceeding by judgnent, order,
settlenent, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determ native that the
director did not nmeet the standard of conduct described in
this section.

4. A cooperative shall not indemify a director under this
section in either of the follow ng circunstances:

a. In connection with a proceeding by or in the right of
the cooperative in which the director was adjudged liable to
the cooperative

b. In connection with any other proceedi ng chargi ng
i mproper personal benefit to the director, whether or not
involving action in the director's official capacity, in which
the director was adjudged liable on the basis that persona
benefit was inproperly received by the director.

5. Indemification permtted under this section in
connection with a proceeding by or in the right of the
cooperative is limted to reasonabl e expenses incurred in
connection with the proceeding.

Sec. 21. NEWSECTION. 501.413 MANDATORY | NDEMNI FI CATI ON

Unless limted by its articles of association, a



cooperative shall indemify a director who was whol |y
successful, on the nerits or otherwise, in the defense of any
proceeding to which the director was a party because the
director is or was a director of the cooperative agai nst
reasonabl e expenses incurred by the director in connection

wi th the proceeding.

Sec. 22. NEWSECTION. 501.414 ADVANCE FOR EXPENSES.

1. A cooperative nmay pay for or reinburse the reasonable
expenses incurred by a director who is a party to a proceeding
in advance of final disposition of the proceeding if any of
the foll owing apply:

a. The director furnishes the cooperative a witten
affirmation of the director's good faith belief that the
director has nmet the standard of conduct described in section
501. 412.

b. The director furnishes the cooperative a witten
undert aki ng, executed personally or on the director's behalf,
to repay the advance if it is ultinmately determ ned that the
director did not nmeet the standard of conduct described in
section 501. 412

c. A determination is nmade pursuant to section 501.416
that the facts then known to those making the determ nation
woul d not preclude indemnification under this part.

2. The undertaking required by subsection 1, paragraph
"b", nmust be an unlimted general obligation of the director
but need not be secured and may be accepted wi thout reference
to financial ability to nmake repaynent.

3. Determinations and authorizations of payments under
this section shall be made in the nanner specified in section
501. 416.

Sec. 23. NEWSECTION. 501.415 COURT- ORDERED
| NDEMNI FI CATI ON.

Unl ess a cooperative's articles of association provide
otherwi se, a director of the cooperative who is a party to a
proceedi ng may apply for indemification to the court
conducting the proceeding or to another court of conpetent
jurisdiction. On receipt of an application, the court after
giving any notice the court considers necessary may order
indemification if it determines either of the follow ng

1. The director is entitled to mandatory i ndemification
under section 501.413, in which case the court shall also
order the cooperative to pay the director's reasonabl e
expenses incurred to obtain court-ordered i ndemification.

2. The director is fairly and reasonably entitled to
indemmification in view of all the relevant circumnstances,
whet her or not the director net the standard of conduct set
forth in section 501.412 or was adjudged |iable as described
in section 501.412, subsection 4, but if the director was
adj udged so liable the director's indemificationis linmted
to reasonabl e expenses incurred

Sec. 24. NEWSECTION 501.416 DETERM NATI ON AND
AUTHORI ZATI ON OF | NDEMNI FI CATI ON.

1. A cooperative shall not indemify a director under
section 501.412 unless authorized in the specific case after a
determi nati on has been nmade that indemification of the
director is permissible in the circunstances because the
director has nmet the standard of conduct set forth in section
501. 412.

2. The deternination shall be nmade by any of the
fol | owi ng:

a. By the board of directors by mpjority vote of a quorum
consisting of directors not at the tinme parties to the
pr oceedi ng.

b. [If a quorum cannot be obtained under paragraph "a", by
majority vote of a comrittee duly designated by the board of
directors, in which designation directors who are parties may
participate, consisting solely of two or nore directors not at



the tine parties to the proceeding.

c. By special |egal counsel

(1) The special |egal counsel shall be selected by the
board of directors or its conmttee in the manner prescribed
in paragraph "a" or "b".

(2) If a quorumof the board of directors cannot be
obt ai ned under paragraph "a" and a comittee cannot be
desi gnat ed under paragraph "b", the special |egal counsel
shal | be selected by majority vote of the full board of
directors, in which selection directors who are parties my
partici pate.

d. By the nenbers, but voting interests owned by or voted
under the control of directors who are at the tine parties to
the proceedi ng shall not be voted on the determ nation

3. Authorization of indemification and evaluation as to
r easonabl eness of expenses shall be made in the same nmanner as
the deternination that indemification is permssible, except
that if the determ nation is nmade by special |egal counsel
aut hori zation of indemification and evaluation as to
reasonabl eness of expenses shall be nade by those entitled
under subsection 2, paragraph "c", to select counsel.

Sec. 25. NEWSECTION. 501.417 | NDEMNI FI CATI ON OF
OFFI CERS, EMPLOYEES, AND AGENTS.

Unl ess a cooperative's articles of association provide
ot herwi se, all of the follow ng apply:

1. An officer of the cooperative who is not a director is
entitled to mandatory i ndemification under section 501.413,
and is entitled to apply for court-ordered i ndemification
under section 501.415, in each case to the sane extent as a
director.

2. The cooperative may indemify and advance expenses
under this part to an officer, enployee, or agent of the
cooperative who is not a director to the sane extent as to a
director.

3. A cooperative nmay al so i ndemify and advance expenses
to an officer, enployee, or agent who is not a director to the
extent pernmitted by |law and provided by its articles of
associ ation, bylaws, general or specific action of its board
of directors, or contract.

Sec. 26. NEW SECTION. 501.418 | NSURANCE

A cooperative may purchase and maintain i nsurance on behal f
of an individual who is or was a director, officer, enployee,
or agent of the cooperative, or who, while a director,
of ficer, enployee, or agent of the cooperative, is or was
serving at the request of the cooperative as a director,
of ficer, partner, trustee, enployee, or agent of another
foreign or donmestic cooperative, partnership, joint venture
trust, enployee benefit plan, or other enterprise, against
liability asserted against or incurred by that individual in
that capacity or arising fromthe individual's status as a
director, officer, enployee, or agent, whether or not the
cooperative would have power to indemify that individua
agai nst the sanme liability under section 501.412 or 501.413.

Sec. 27. NEW SECTION. 501.419 APPLI CATION OF TH S PART.
Except as limted in section 501.412, subsection 4,
paragraph "a", and subsection 5 with respect to proceedi ngs by

or in the right of the cooperative, the indemification and
advancenent of expenses provided by, or granted pursuant to,
sections 501.411 through 501.418 are not exclusive of any
other rights to which persons seeking indemification or
advancenent of expenses are entitled under a provision in the
articles of association or bylaws, agreenents, vote of the
menbers or disinterested directors, or otherwi se, both as to
action in a person's official capacity and as to action in
anot her capacity while holding the office. However, such
provi sions, agreenments, votes, or other actions shall not
provide indemification for a breach of a director's duty of



14 15 loyalty to the cooperative or its interest holders, for acts
14 16 or omissions not in good faith or which involve intentiona

14 17 mi sconduct or knowing violation of the law, for a transaction
14 18 from which the person seeking i ndemification derives an

14 19 inproper personal benefit, or for liability under section

14 20 501. 407.

14 21 Sec. 28. Section 501.501, Code Suppl enent 1997, is anmended
14 22 to read as follows:

14 23 501.501 | SSUANCE AND TRANSFER OF

—SFOCK
— | NTERESTS.
14 24 1. A cooperative may issue the nunber of

—shares

— interests
14 25 of each class authorized by its articles. A cooperative may
14 26 issue fractiona

—shares
— interests.

—Stoaek

— Interests may be
14 27 represented by certificates or by entry on the cooperative's
14 28

—stock

— interest record books.
14 29 2. A nmenber shall not sell or otherw se transfer voting
14 30

—stock

— interests to any person. A nmenber may be restricted or
14 31 limted fromselling or otherwi se transferring any other class
14 32 of

—stock
— interests of the cooperative as provided by the
14 33 cooperative's articles of

. .
— association or byl aws
14 34 or an agreenent executed between the cooperative and the
14 35 nenber.

15 1 3. A cooperative nay acquire its own
—stock
— interests, and

15 2
—shares

— interests so acquired constitute authorized but
15 3 uni ssued

—shares

— interests.
15 4 Sec. 29. Section 501.502, subsection 2, paragraph a, Code
15 5 Supplenent 1997, is anended to read as follows:
15 6 a. The nmenber has attenpted to transfer

—stock

— any interest
15 7 to a person who is not a menber and has not been approved for
15 8 nenbership.
15 9 Sec. 30. Section 501.502, subsection 4, Code Suppl enent
15 10 1997, is anmended to read as foll ows:



15

11

4. The cooperative shall redeem without interest, the

15 12 voting

—stock

— interest of a term nated nmenber within one year
15 13 after the term nation of the menmbership for the fair market
15 14 val ue of the

—stoek
— interest. |If the anount originally paid by
15 15 the nenber for the voting

—staek
— interest was less than ten
15 16 percent of the total anmount the menber paid for all classes of

15 17
—stock
— interests, the cooperative may redeemthe voting
—stock
15 18 interest for its issue price if the cooperative's articles of
15 19
—-AEaBerat-on
— association grant the cooperative this
15 20 authority.
15 21 Sec. 31. Section 501.502, subsection 5, unnunbered
15 22 paragraph 1, Code Suppl enent 1997, is anmended to read as
15 23 fol |l ows:
15 24 The cooperative shall redeem wthout interest, all of the
15 25 terminated nenber's all ocated patronage refunds and preferred
15 26
—stock

— interests originally issued as all ocated patronage
15 27 refunds for the issue price as follows:

15 28 Sec. 32. Section 501.503, subsections 1 and 4, Code 1997,
15 29 are anended to read as foll ows:
15 30 1. If the articles authorize the paynment of

i vid

15 31 distributions on a class of

—stock
— interests, then the
15 32 directors nay declare

vid
— a distribution pursuant to the

15 33 articles.

— Distributions shall not exceed ei ght
15 34 percent of the value of the

— interest in each fisca

year. The nenbers may control the anount that is allocated
under this subsection.

4. The cooperative shall have an unconditional binding
obligation to distribute to the nembers all remnmaining net
savings as determ ned under the United States Internal Revenue
Code. These net savings shall be allocated to each nenber in

—stock
15 35
16 1
16 2
16 3
16 4
16 5
16 6

proportion to the business the nenber did with the cooperative



16 7 during the preceding fiscal year. The net savings may be
16 8 separately calculated for two or nore categories of business,
16 9 and allocated to the nenbers on the basis of business done
16 10 within each of these categories. Net savings shall be
16 11 distributed in the formof cash or

—staek

— interests, or a
16 12 conbi nati on of cash and

—stock
— interests, as determ ned by the
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board.

Sec. 33. Section 501.603, subsection 2, Code 1997, is
amended to read as foll ows:

2. A cooperative may sell, |ease, exchange, or otherw se
di spose of all, or substantially all, of its property, with or
wi thout the good will, on the ternms and conditions and for the

consi deration determ ned by the board, which consideration may
i ncl ude the

— interests of another cooperative,
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16
16
16
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if the board recommends the proposed transaction to the
menbers, and the menbers approve it by the vote of two-thirds
of the votes cast on a ballot in which a magjority of all votes
are cast. The board may condition its subm ssion of the
proposed transacti on on any basis.

PART B

MERGER AND CONSOLI DATI ON BETWEEN COOPERATI VES
ORGANI ZED UNDER THI' S CHAPTER

Sec. 34. NEWSECTION. 501.611 DEFI N TIONS.

When used in this part, unless the context otherw se
requires:

1. "Consolidation" nmeans the uniting of two or nore

cooperatives organi zed under this chapter into one cooperative
organi zed under this chapter, in such manner that a new
cooperative is forned, and the new cooperative absorbs the

others, which cease to exist as separate entities.

2. "Dissenting nenber" neans a voting nmenber who votes in
opposition to the plan of nerger or consolidation and who
makes a demand for paynent of the fair val ue under section
501. 615.

3. "Fair value" nmeans the cash price that would be paid by
a wlling buyer to a willing seller, neither being under any
compul sion to buy or sell

4. "lssue price" neans the anount paid for an interest in

the ol d cooperative or the anpbunt stated in a notice of
al | ocation of patronage divi dends.

5. "Merger" neans the uniting of two or nore cooperatives
organi zed under this chapter into one cooperative organi zed
under this chapter, in such manner that one of the nerging
associ ati ons continues to exist and absorbs the others, which
cease to exist as entities. "Merger" does not include the
acqui sition, by purchase or otherw se, of the assets of one
cooperative by another, unless the acquisition only becones

effective by the filing of articles of nmerger by the
cooperatives and the issuance of a certificate of nerger
pursuant to sections 501.617 and 501. 618.

6. "New cooperative" is the cooperative resulting fromthe
consolidation of two or nore cooperatives organi zed under this
chapter.

7. "Ad cooperative" means the cooperative in which the

menber owns or owned a menbership prior to nerger or
consol i dati on.

8. "Surviving cooperative" is the cooperative resulting
fromthe nerger of two or nore cooperatives organi zed under



this chapter.

Sec. 35. NEW SECTION. 501.612 MERGER

Any two or nopre cooperatives nmay nerge into one cooperative
in the manner provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a mpjority vote of all nenbers of each board, approve a plan
of merger which shall set forth all of the foll ow ng:

1. The nanmes of the cooperatives proposing to nerge and
t he nane of the surviving cooperative

2. The terns and conditions of the proposed nerger

3. A statenment of any changes in the articles of
associ ati on of the surviving cooperative.

4. Qher provisions deened necessary or desirable.

Sec. 36. NEW SECTION. 501.613 CONSCLI DATI ON

Any two or nore cooperatives may be consolidated into a new
cooperative as provided in this section. The board of
directors of each cooperative shall, by resolution adopted by
a majority vote of all nmenbers of each board, approve a plan
of consolidation setting forth:

1. The nanmes of the cooperatives proposing to consolidate
and the name of the new cooperative

2. The terms and conditions of the proposed consolidation.

3. Wth respect to the new cooperative, all of the
statements required to be set forth in articles of association
for cooperatives.

4. Oher provisions deened necessary or desirable.

Sec. 37. NEWSECTION. 501.614 VOTE OF MEMBERS

1. The board of directors of a cooperative, upon approving
a plan of nerger or consolidation, shall, by nmotion or
resolution, direct that the plan be submtted to a vote at a
meeting of menbers, which may be either an annual or specia
nmeeting. Witten notice shall be given not less than twenty
days prior to the neeting, either personally or by nmail, to
each voting nenber of record. The notice shall state the
time, place, and purpose of the neeting, and a sunmary of the
pl an of nerger or consolidation shall be included in or
enclosed with the notice

2. At the neeting, a ballot of the nenbers who are
entitled to vote in the affairs of the association shall be
taken on the proposed plan of nmerger or consolidation. The
pl an of nerger or consolidation shall be approved if two-
thirds of the nenbers vote affirmatively on a ballot in which
a mpjority of all voting nmenbers participate. Voting may be
by nmail ballot notw thstandi ng any contrary provision in the
articles of association or byl aws.

Sec. 38. NEWSECTION. 501.615 OBJECTI ON OF MEMBERS
PURCHASE OF | NTERESTS UPON DEMAND.

1. If a menber of a cooperative which is a party to a
nmerger or consolidation files with the cooperative, prior to
or at the neeting of nenbers at which the plan is submitted to
a vote, a witten objection to the plan of nerger or
consolidation, and votes in opposition to the plan, and the
menber, within twenty days after the merger or consolidation
i s approved by the other menbers, makes witten demand on the
surviving or new cooperative for paynent of the fair val ue of
that menber's interest as of the day prior to the date on
whi ch the vote was taken approving the nerger or
consolidation, the surviving or new cooperative shall pay to
the menber, upon surrender of that person's certificate of
menbership or interests in the cooperative, the fair value of
that person's interest as provided in section 501.616. A
menber who fails to make denand within the twenty-day period
is conclusively presuned to have consented to the merger or
consolidation and is bound by its terns.

2. In the event that a dissenting nenber does business
with the surviving or new cooperative before paynent has been
made for that person's nenbership, the dissenting nenber is



deened to have consented to the nerger or consolidation and to
have wai ved all further rights as a dissenting nenber.

Sec. 39. NEWSECTION. 501.616 VALUE DETERM NED.

1. Wthin twenty days after the nerger or consolidation is
effected, the surviving or new cooperative shall make a
witten offer to each dissenting nmenber to pay a specified sum
deened by the surviving or new cooperative to be the fair
val ue of that dissenting nmenber's interest in the old
cooperative. This offer shall be acconpanied by a bal ance
sheet of the old cooperative as of the |atest avail able date,
a profit and | oss statenent of the old cooperative for the
twel ve-nmonth period ending on the date of the bal ance sheet,
and a list of the dissenting nenber's interests in the old
cooperative. |f the dissenting nenber does not agree that the
sum stated in the notice represents the fair value of the
menber's interest, then the nmenber may file a witten
objection with the surviving or new cooperative within twenty
days after receiving the notice. A dissenting menber who
fails to file the objection within the twenty-day period is
concl usively presuned to have consented to the fair val ue
stated in the notice.

2. If the surviving or new cooperative receives any
objections to fair values, then within ninety days after the
merger or consolidation is effected, the surviving or new
cooperative shall file a petition in district court asking for
a finding and determination of the fair value of each type of
equity. The action shall be tried as an equitable action.

3. The fair value of a dissenting nenber's interest in the
ol d cooperative shall be determ ned as of the day preceding
the merger or consolidation by taking the | esser of either the
i ssue price of the dissenting nenber’'s menbership, deferred
pat ronage dividends, and any other interests in the
cooperative, or the anount deternined by subtracting the old
cooperative's debts fromthe fair market value of the old
cooperative's assets, dividing the remai nder by the total
i ssue price of all nenberships, deferred patronage divi dends
and all other interests, and then multiplying the quotient
fromthis division by the total issue price of a dissenting
menber' s nmenbershi p, deferred patronage, and other interests.

4. The surviving or new cooperative shall pay to each
di ssenting nmenber in cash within sixty days after the nerger
or consolidation the anmobunt paid in cash by the dissenting
menber for that nenber's interest in the old cooperative. The
surviving or new cooperative shall pay the remainder of each
di ssenting nenber's fair value in ten annual equal paynents.
The final paynment must be nade not later than fifteen years
after the merger or consolidation. The value of the deferred
pat ronage dividends or interests issued to evidence deferred
pat ronage dividends shall be considered a liability of the
surviving or new cooperative as reflected in the accounts of
the surviving or new cooperative until the value of the
pat ronage dividends or interests issued to evidence deferred
patronage dividends is paid in full to the dissenting nmenber.

Sec. 40. NEWSECTION. 501.617 ARTICLES OF MERGER OR
CONSOLI DATI ON

Upon approval, articles of nerger or articles of
consolidation shall be executed by each cooperative as
provided in section 501.105. The articles nmust include the
fol | owi ng:

1. The plan of nerger or the plan of consolidation

2. As to each cooperative, the number of individuals or
cooperatives entitled to vote

3. As to each cooperative, the number of individuals or
cooperatives who voted for and against the plan at the nmeeting
called for that purpose.

The articles of merger or articles of consolidation shal
be delivered to the secretary of state for filing.



The secretary of state, upon the filing of articles of
merger or articles of consolidation, shall issue a certificate
of merger or a certificate of consolidation and send the
certificate to the surviving or new cooperative, or to its
representative

Sec. 41. NEWSECTION. 501.618 WHEN EFFECTI VE EFFECT.

A merger or consolidation shall becone effective upon the
date that the certificate of nerger or the certificate of
consolidation is issued by the secretary of state, or the
effective date specified in the articles of merger or articles
of consolidation, whichever is later.

When a nerger or consolidation has beconme effective

1. The several cooperatives which are parties to the plan
of merger or consolidation shall be a single cooperative,
which, in the case of a merger, shall be that cooperative
designated in the plan of nerger as the surviving cooperative
and, in the case of consolidation, shall be that cooperative
designated in the plan of consolidation as the new
cooperative

2. The separate existence of all cooperatives which are
parties to the plan of merger or consolidation, except the
surviving or new cooperative, shall cease.

3. The surviving or new cooperative shall have all the
rights, privileges, immunities, and powers and shall be
subject to all the duties and liabilities of a cooperative
organi zed under this chapter.

4. The surviving or new cooperative shall possess all the
rights, privileges, imunities, and franchises, public as well
as private, of each of the nerging or consolidating
cooperatives.

5. Al property, real, personal, and m xed, and all debts
due on what ever account, including all choses in action, and
all and every other interest, of or belonging to or due to
each of the cooperatives nmerged or consolidated, shall be
transferred to and vested in the surviving or new cooperative
wi thout further act or deed. The title to any real estate, or
any interest in real estate vested in any of the cooperatives
merged or consolidated, shall not revert or be in any way
i mpai red by reason of the merger or consolidation

6. A surviving or new cooperative shall be responsible and
liable for all obligations and liabilities of each of the
cooperatives nerged or consolidated

7. Any claimexisting or action or proceedi ng pendi ng by
or agai nst any of the cooperatives nerged or consolidated may
be prosecuted as if the nerger or consolidation had not taken
pl ace, or the surviving or new cooperative may be substituted
for the merged or consolidated cooperative. Neither the
rights of creditors nor any liens upon the property of any
cooperative shall be inpaired by a nerger or consolidation.

8. In the case of a nerger, the articles of association of
the surviving cooperative shall be deened to be anended to the
extent that changes in its articles of association are stated
in the plan of nmerger. |In the case of a consolidation, the
statements set forth in the articles of consolidation which
are required or permitted to be set forth in the articles of
associ ati on of a cooperative shall be deenmed to be the
original articles of association of the new cooperative.

9. The aggregate anount of the net assets of the nerging
or consolidating cooperative which was available for the
payment of distributions i mediately prior to the merger or
consolidation, to the extent that the amount is not
transferred to stated capital by the issuance of interests or
ot herwi se, shall continue to be available for the paynment of
di vi dends by the surviving or new cooperative.

Sec. 42. NEW SECTION. 501.619 ABANDONMENT BEFORE FI LI NG

At any time prior to the filing of the articles of merger
or consolidation, the nerger or consolidation nay be abandoned



pursuant to provisions set forth in the plan of nerger or
consol i dati on.
SUBCHAPTER VI |
RECORDS AND REPORTS
PART A
RECORDS

Sec. 43. NEWSECTION. 501.701 RECORDS

1. A cooperative shall keep as permanent records m nutes
of all neetings of its nmenbers and board of directors, a
record of all actions taken by the nenbers or board of
directors without a neeting, and a record of all actions taken
by a committee of the board of directors in place of the board
of directors on behalf of the cooperative.

2. A cooperative shall naintain appropriate accounting
records.

3. A cooperative or its agent shall maintain a record of
its interest holders in a formthat permts preparation of a
list of the names and addresses of all interest holders in
al phabetical order by class of shares show ng the nunber and
class of interests held by each.

4. A cooperative shall nmaintain its records in witten
formor in another form capable of conversion into witten
formwi thin a reasonable tine.

5. A cooperative shall keep a copy of the follow ng
records:

a. |Its articles or restated articles of association and
all amendnents to themcurrently in effect.
b. Its bylaws or restated byl aws and all anendnents to

themcurrently in effect.

c. Resolutions adopted by its board of directors creating
one or nore classes or series of interests, and fixing their
relative rights, preferences, and limtations, if the
interests issued pursuant to those resolutions are
out st andi ng.

d. The minutes of all nenbers' neetings, and records of
all action taken by nenbers without a neeting, for the past
three years.

e. Al witten conmunications to interest hol ders
generally within the past three years, including the financial
statements furnished for the past three years under section
501. 711.

f. Alist of the names and busi ness addresses of its
current directors and officers.

g. |Its nost recent biennial report delivered to the
secretary of state under section 501.713.

Sec. 44. NEWSECTION. 501.702 | NSPECTI ON OF RECORDS BY
| NTEREST HOLDERS

1. An interest holder of a cooperative is entitled to
i nspect and copy, during regular business hours at the
cooperative's principal office, any of the records of the
cooperative described in section 501. 701, subsection 5, if the
i nterest hol der gives the cooperative witten notice of the
interest holder's demand at | east five business days before
the date on which the interest hol der wi shes to inspect and
copy.

2. An interest holder of a cooperative is entitled to
i nspect and copy, during regular business hours at a
reasonabl e | ocation specified by the cooperative, any of the
followi ng records of the cooperative if the interest hol der
nmeets the requirenents of subsection 3 and gives the
cooperative witten notice of the interest holder's demand at
| east five business days before the date on which the interest
hol der wi shes to inspect and copy any of the follow ng:

a. Excerpts fromnm nutes of any neeting of the board of
directors, records of any action of a conmittee of the board
of directors while acting in place of the board of directors
on behal f of the cooperative, mnutes of any neeting of the



menbers, and records of action taken by the nenbers or board
of directors without a neeting, to the extent not subject to
i nspection under subsection 1 of this section.

b. Accounting records of the cooperative.

c. The record of interest holders.

3. An interest holder may inspect and copy the records
described in subsection 2 only if:

a. The interest holder's demand is nmade in good faith and
for a proper purpose.

b. The interest hol der describes with reasonable
particularity the interest holder's purpose and the records
the interest holder desires to inspect.

c. The records are directly connected with the interest
hol der' s purpose.

4. The right of inspection granted by this section shal
not be abolished or linmted by a cooperative's articles of
associ ation or byl awns.

5. This section does not affect either of the follow ng:

a. The right of an interest holder to obtain information
under section 501.702 or the right of an interest holder to
obtain information, if the interest holder is in litigation
with the cooperative, to the sane extent as any other
litigant.

b. The power of a court, independently of this chapter, to
compel the production of cooperative records for exam nation

Sec. 45. NEWSECTION. 501.703 SCOPE OF | NSPECTI ON RI GHT.

1. An interest holder's agent or attorney has the sane
i nspection and copying rights as the interest hol der the agent
or attorney represents

2. The right to copy records under section 501.702
includes, if reasonable, the right to receive copies made by
phot ogr aphi c, xerographic, or other technol ogi cal neans.

3. The cooperative may inpose a reasonabl e charge
covering the costs of labor and nmaterial, for copies of any
docunents provided to the interest holder. The charge shal
not exceed the estimated cost of production or reproduction of
t he records.

4. The cooperative may conply with an interest holder's
demand to inspect the record of interest holders under section
501. 702, subsection 2, paragraph "c", by providing the
interest holder with a list of its interest holders that was
conpiled no earlier than the date of the interest holder's
denmand.

Sec. 46. NEW SECTION. 501.704 COURT- ORDERED | NSPECTI ON.

1. If a cooperative does not allow an interest hol der who
complies with section 501. 702, subsection 1, to inspect and
copy any records required by that subsection to be avail able
for inspection, the district court of the county where the
cooperative's principal office or, if none in this state, its
regi stered office is located may summarily order inspection
and copying of the records denmanded at the cooperative's
expense upon application of the interest hol der.

2. If a cooperative does not within a reasonable tine
all ow an interest holder to inspect and copy any ot her
records, the interest holder who conplies with section
501. 702, subsections 2 and 3, may apply to the district court
in the county where the cooperative's principal office or, if
not inthis state, its registered office is located for an
order to permt inspection and copying of the records
demanded. The court shall dispose of an application under
this subsection on an expedited basis.

3. If the court orders inspection and copying of the
records denmanded, it shall also order the cooperative to pay
the interest holder's costs, including reasonable counsel
fees, incurred to obtain the order unless the cooperative
proves that it refused inspection in good faith because it had
a reasonabl e basis for doubt about the right of the interest



hol der to inspect the records denmanded.

4. If the court orders inspection and copying of the
records demanded, it may inmpose reasonable restrictions on the
use or distribution of the records by the denmandi ng interest
hol der

PART B
REPORTS

Sec. 47. NEW SECTION. 501.711 FINANCI AL STATEMENTS FOR
| NTEREST HOLDERS

A cooperative shall prepare annual financial statenents,
whi ch nay be consolidated or conbi ned statenments of the
cooperative and one or nore of its subsidiaries, as
appropriate, that include a bal ance sheet as of the end of the
fiscal year and an incone statenent for that year. Upon
witten request froman interest holder, a cooperative, at its
expense, shall furnish to that interest holder the financia
statenments requested. |If the annual financial statenents are
reported upon by a public accountant, the report nust
acconpany the financial statenents.

Sec. 48. NEWSECTION. 501.712 OTHER REPORTS TO | NTEREST
HOLDERS.

1. If a cooperative indemifies or advances expenses to a
director under sections 501.412 through 501.415 in connection
with a proceeding by or in the right of the cooperative, the
cooperative shall report the indemification or advance in
witing to the nenbers with or before the notice of the next
menbers' neeting.

2. If a cooperative issues or authorizes the issuance of
interests for promissory notes or for pronises to render
services in the future, the cooperative shall report in
witing to the nenbers the nunber of interests authorized or
i ssued, and the consideration received by the cooperative,
with or before the notice of the next nmenbers' neeting.

Sec. 49. NEWSECTION. 501.713 BIENNI AL REPORT FOR
SECRETARY OF STATE

1. Each 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 follow ng

a. The nane of the cooperative and under the | aws of what
state or country organi zed

b. The address of its registered office and the nane of
its registered agent at that office in this state, together
with the consent of any new regi stered agent.

c. The address of its principal office.

d. The nanes and addresses of the president, secretary,
treasurer, and one nenber of the board of directors.

2. Information in the biennial report must be current as
of the first day of January of the year in which the report is
due. The report shall be executed on behal f of the
cooperative and signed as provided in section 501.105 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-nunbered year followi ng the cal endar year in which a
cooperative was organi zed. Subsequent biennial reports mnust
be delivered to the secretary of state between January 1 and
April 1 of the foll owi ng even-nunbered cal endar years. A
filing fee for the biennial report shall be deternined by the
secretary of state. Each biennial report shall contain
information related to the two-year period i nmedi ately
precedi ng the cal endar year in which the report is filed.

4. |If a biennial report does not contain the infornmation
required by this section, the secretary of state shal
pronptly notify the reporting cooperative in witing and
return the report to the cooperative for correction

5. The secretary of state nay provide for the change of



regi stered office or registered agent on the form prescribed
by the secretary of state for the biennial report, provided
that the formcontains the information required in section
501.106. |If the secretary of state deternines that a biennia
report does not contain the information required by this
section but otherw se neets the requirenments of section
501. 106 for the purpose of changing the registered office or
regi stered agent, the secretary of state shall file the
statenment of change of registered office or registered agent,
effective as provided in section 501.105, before returning the
bi ennial report to the cooperative as provided in this
section. A statenment of change of registered office or agent
pursuant to this subsection shall be executed by a person
aut horized to execute the biennial report.
DIVISION VI
DI SSOLUTI ON
PART A
GENERAL

Sec. 50. NEWSECTION. 501.801 DI SSOLUTI ON BY ORGANI ZERS
OR I NI TI AL DI RECTORS

A majority of the organizers or initial directors of a
cooperative that has not issued interests or has not comrenced
busi ness may di ssol ve the cooperative by delivering to the
secretary of state for filing articles of dissolution that set
forth all of the follow ng

1. The nanme of the cooperative.

2. The date of its organization.

3. Either of the follow ng

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

b. That the cooperative has not commenced busi ness.

4. That no debt of the cooperative remains unpaid

5. That the net assets of the cooperative renuining after
wi ndi ng up have been distributed in accordance with this
chapter and the articles of association of the cooperative.

6. That a mpjority of the organizers or initial directors
aut hori zed the dissol ution.

Sec. 51. NEWSECTION. 501.802 DISSOLUTI ON BY BOARD OF
DI RECTORS AND MEMBERS

1. A cooperative's board of directors may propose
di ssolution for submission to the nenbers.

2. For a proposal to dissolve to be adopted both of the
foll owi ng rmust apply:

a. The board of directors nust recomend dissolution to
the menbers unl ess the board of directors deternines that
because of conflict of interest or other special circunstances
it should make no reconmendati on and communi cates the basis
for its determnation to the nenbers.

b. The nenbers entitled to vote nust approve the proposa
to dissolve as provided in subsection 5.

3. The board of directors may condition its subm ssion of
the proposal for dissolution on any basis.

4. The cooperative shall notify each nenber of a neeting
to consider dissolution in accordance with section 501. 302.
The notice nust also state that the purpose, or one of the
purposes, of the nmeeting is to consider dissolving the
cooperative

5. Unless the articles of association or the board of
directors acting pursuant to subsection 3 require a greater
vote or a vote by voting groups, the proposal to dissolve nust
be approved by a mpjority of all the votes entitled to be cast
on that proposal in order to be adopted.

Sec. 52. NEW SECTION. 501.803 ARTICLES OF DI SSCLUTI ON

1. At any tinme after dissolution is authorized, the
cooperative may dissolve by delivering to the secretary of
state for filing articles of dissolution setting forth all of
the foll ow ng:



a. The nanme of the cooperative.

b. The date dissolution was authorized.

c. |If dissolution was approved by the menbers, both of the
fol | owi ng:

(1) The nunber of votes entitled to be cast on the
proposal to dissolve.

(2) Either the total nunber of votes cast for and agai nst
dissolution or the total nunmber of undisputed votes cast for
di ssolution and a statenment that the number cast for
di ssolution was sufficient for approval.

2. A cooperative is dissolved upon the effective date of
its articles of dissolution.

Sec. 53. NEWSECTION. 501.804 REVOCATI ON OF DI SSCLUTI ON.

1. A cooperative nmay revoke its dissolution within one
hundred twenty days of the effective date of the dissol ution.

2. Revocation of dissolution nust be authorized in the
sane manner as the dissolution was authorized unless that
aut hori zation permtted revocation by action of the board of
directors alone, in which event the board of directors may
revoke the dissolution w thout nmenber action.

3. After the revocation of dissolution is authorized, the
cooperative may revoke the dissolution by delivering to the
secretary of state for filing articles of revocation of
di ssolution, together with a copy of its articles of
di ssolution, that set forth all of the follow ng

a. The name of the cooperative.

b. The effective date of the dissolution that was revoked

c. The date that the revocation of dissolution was
aut hori zed.

d. If the cooperative's board of directors or organizers
revoked the dissolution, a statement to that effect.
e. |If the cooperative's board of directors revoked a

di ssolution authorized by the nmenbers, a statenent that
revocation was permtted by action by the board of directors
al one pursuant to that authorization

f. If menbership action was required to revoke the
dissolution, the information required by section 501. 803,
subsection 1, paragraph "c".

4. Revocation of dissolution is effective upon the
ef fective date of the articles of revocation of dissolution.

5. When the revocation of dissolution is effective, it
rel ates back to and takes effect as of the effective date of
the dissolution as if the dissolution had never occurred.

Sec. 54. NEW SECTION. 501.805 EFFECT OF DI SSCLUTI ON.

1. A dissolved cooperative continues its existence but
shal |l not carry on any business except that appropriate to
wind up and liquidate its business and affairs, including any
of the follow ng

a. Collecting its assets.

b. Disposing of its properties that will not be
distributed in kind in accordance with this chapter and the
cooperative's articles of association.

c. Discharging or making provision for discharging its
liabilities.

d. Distributing its remaining property in accordance with
this chapter and the cooperative's articles of association.

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

2. Dissolution of a cooperative does not do any of the
fol | owi ng:

a. Transfer title to the cooperative's property.

b. Prevent transfer of its interests, although the
aut hori zation to dissolve may provide for closing the
cooperative's interest transfer records.

c. Subject its directors or officers to standards of
conduct different fromthose prescribed in section 501.406.

d. Change quorum or voting requirenents for its board of



directors or nenbers; change provisions for selection,
resignation, or removal of its directors or officers or both;
or change provisions for anending its byl aws.

e. Prevent commencenent of a proceeding by or against the
cooperative in its nane.

f. Abate or suspend a proceedi ng pending by or against the
cooperative on the effective date of dissolution.

g. Ternminate the authority of the registered agent of the
cooperative

Sec. 55. NEW SECTION. 501.805A DI SSOLUTI ON OF ASSETS.

Upon the cooperative's dissolution, the cooperative's
assets shall first be used to pay expenses necessary to carry
out the dissolution and |Iiquidation of assets, then be used to
pay the cooperative's obligations other than the paynent of
pat ronage dividends or interests issued as patronage
di vidends, and the renai nder shall be paid in the manner set
forth in the cooperative's articles of association.

Sec. 56. NEW SECTION. 501.806 KNOM CLAI M5 AGAI NST
DI SSOLVED COOPERATI VE

1. A dissolved cooperative may dispose of the known clainms
against it by follow ng the procedure described in this
secti on.

2. The dissolved cooperative shall notify its known
claimants in witing of the dissolution at any time after the
effective date of the dissolution. The witten notice must do
all of the follow ng:

a. Describe information that nust be included in a claim

b. Provide a mailing address where a claimnmy be sent.

c. State the deadline, which shall not be fewer than one
hundred twenty days fromthe effective date of the witten
noti ce, by which the dissolved cooperative nust receive the
claim

d. State that the claimwll be barred if not received by
t he deadl i ne.

3. A claimagainst the dissolved cooperative is barred if
either of the follow ng occur:

a. A claimant who was given witten notice under
subsection 2 does not deliver the claimto the dissolved
cooperative by the deadline.

b. A clainmant whose claimwas rejected by the dissolved
cooperative does not commence a proceeding to enforce the
claimwithin ninety days fromthe effective date of the
rejection notice

4. For purposes of this section, "clainl does not include
a contingent liability or a claimbased on an event occurring
after the effective date of dissolution.

Sec. 57. NEWSECTION. 501.807 UNKNOM CLAI M5 AGAI NST
DI SSOLVED COOPERATI VE

1. A dissolved cooperative may al so publish notice of its
di ssolution and request that persons with clains against the
cooperative present themin accordance with the notice

2. The notice nmust neet all of the follow ng requirenents:

a. Be published one tine in a newspaper of genera
circulation in the county where the dissol ved cooperative's
principal office or, if not inthis state, its registered
office is or was |last |ocated.

b. Describe the information that nust be included in a
claimand provide a mailing address where the claimmy be
sent.

c. State that a claimagainst the cooperative will be
barred unl ess a proceeding to enforce the claimis commenced
within five years after the publication of the notice

3. If the dissolved cooperative publishes a newspaper
notice in accordance with subsection 2, the claimof each of
the following claimants is barred unless the clai mant
comrences a proceeding to enforce the claimagainst the
di ssol ved cooperative within five years after the publication



date of the newspaper noti ce:

a. A claimant who did not receive witten notice under
section 501. 806

b. A clainmnt whose claimwas tinely sent to the dissolved
cooperative but not acted on.

c. A claimant whose claimis contingent or based on an
event occurring after the effective date of dissolution.

4. A claimmy be enforced under this section in either of
the foll owi ng ways:

a. Against the dissolved cooperative, to the extent of its
undi stri buted assets.

b. If the assets have been distributed in |iquidation,
agai nst an interest holder of the dissolved cooperative to the
extent of the interest holder's pro rata share of the claimor
the cooperative assets distributed to the interest holder in
i quidation, whichever is less, but an interest holder's total
liability for all clains under this section shall not exceed
the total anmpunt of assets distributed to the interest hol der
in liquidation

PART B
ADM NI STRATI VE DI SSOLUTI ON

Sec. 58. NEWSECTION. 501.811 GROUNDS FOR ADM NI STRATI VE
DI SSOLUTI ON

The secretary of state may conmence a proceedi ng under
section 501.812 to adm nistratively dissolve a cooperative if
any of the follow ng apply:

1. The cooperative has not delivered a biennial report to
the secretary of state in a formthat neets the requirenents
of section 501.713, within sixty days after it is due, or has
not paid the filing fee as determ ned by the secretary of
state, within sixty days after it is due

2. The cooperative is without a registered agent or
regi stered office in this state for sixty days or nore.

3. The cooperative does not notify the secretary of state
within sixty days that its registered agent or registered
of fice has been changed, that its registered agent has
resigned, or that its registered office has been di scontinued.

4. The cooperative's period of duration stated in its
articles of association expires.

Sec. 59. NEW SECTION. 501.812 PROCEDURE FOR AND EFFECT
OF ADM NI STRATI VE DI SSOLUTI ON

1. If the secretary of state determ nes that one or nore
grounds exi st under section 501.811 for dissolving a
cooperative, the secretary of state shall serve the
cooperative with witten notice of the secretary of state's
det erm nati on under section 501. 106.

2. If the cooperative does not correct each ground for
di ssolution or denobnstrate to the reasonabl e satisfaction of
the secretary of state that each ground determ ned by the
secretary of state does not exist within sixty days after
service of the notice is perfected under section 501.106, the
secretary of state shall administratively dissolve the
cooperative by signing a certificate of dissolution that
recites the ground or grounds for dissolution and its
effective date. The secretary of state shall file the
original of the certificate and serve a copy on the
cooperative under section 501.106

3. A cooperative administratively dissolved continues its
exi stence but shall not carry on any business except that
necessary to wind up and liquidate its business and affairs
under section 501.805 and notify claimants under sections
501. 806 and 501. 807

4. The administrative dissolution of a cooperative does
not termnate the authority of its registered agent.

5. The secretary of state's administrative dissolution of
a cooperative pursuant to this section appoints the secretary
of state the cooperative's agent for service of process in any



proceedi ng based on a cause of action which arose during the
time the cooperative was authorized to transact business in
this state. Service of process on the secretary of state
under this subsection is service on the cooperative. Upon
recei pt of process, the secretary of state shall serve a copy
of the process on the cooperative as provided in section

501. 106. This subsection does not preclude service on the
cooperative's registered agent, if any.

Sec. 60. NEWSECTION. 501.813 REI NSTATEMENT FOLLOW NG
ADM NI STRATI VE DI SSOLUTI ON

1. A cooperative admnistratively dissolved under section
501.812 may apply to the secretary of state for reinstatenment
within two years after the effective date of dissolution. The
application nust neet all of the follow ng requirenments:

a. Recite the nanme of the cooperative at its date of
di ssolution and the effective date of its admnistrative
di ssol uti on.

b. State that the ground or grounds for dissolution have
been elim nated

c. State a name that satisfies the requirenents of section
501. 103.

d. State the federal tax identification nunber of the
cooperative

2. a. The secretary of state shall refer the federal tax
i dentification nunmber contained in the application for
reinstatenent to the departnent of revenue and finance. The
departnment of revenue and finance shall report to the
secretary of state the tax status of the cooperative. If the
departnent reports to the secretary of state that a filing
delinquency or liability exists against the cooperative, the
secretary of state shall not cancel the certificate of
dissolution until the filing delinquency or liability is
sati sfi ed.

b. If the secretary of state determ nes that the
application contains the informati on required by subsection 1,
and that a delinquency or liability reported pursuant to
paragraph "a" has been satisfied, and that the information is
correct, the secretary of state shall cancel the certificate
of dissolution and prepare a certificate of reinstatenment that
recites the secretary of state's determination and the
effective date of reinstatenent, file the original of the
certificate, and serve a copy on the cooperative under section
501.106. If the nanme of the cooperative as provided in
subsection 1, paragraph "c", is different than the nane in
subsection 1, paragraph "a", the certificate of reinstatenent
shal | constitute an anmendnent to the articles of association
insofar as it pertains to the nane.

3. Wen the reinstatenent is effective, it relates back to
and takes effect as of the effective date of the
admi ni strative dissolution as if the adm nistrative
di ssol uti on had never occurred.

Sec. 61. NEW SECTION. 501.814 APPEAL FROM DENI AL OF
REI NSTATEMENT.

1. If the secretary of state denies a cooperative's
application for reinstatenent foll ow ng admnistrative
di ssolution, the secretary of state shall serve the
cooperative under section 501.106 with a witten notice that
expl ai ns the reason or reasons for denial.

2. The cooperative may appeal the denial of reinstatenent
to the district court within thirty days after service of the
notice of denial is perfected. The cooperative appeal s by
petitioning the court to set aside the dissolution and
attaching to the petition copies of the secretary of state's
certificate of dissolution, the cooperative's application for
reinstatenent, and the secretary of state's notice of denial.

3. The court may summarily order the secretary of state to
reinstate the dissolved cooperative or may take other action



the court considers appropriate.

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

civil proceedings.
PART C
JUDI Cl AL DI SSOLUTI ON

Sec. 62. NEWSECTION. 501.821 GROUNDS FOR JUDI Cl AL
DI SSOLUTI ON

The district court may dissolve a cooperative in any of the
foll owi ng ways:

1. A proceeding by the attorney general, if it is
established that either of the follow ng apply:

a. The cooperative obtained its articles of association
t hrough fraud

b. The cooperative has continued to exceed or abuse the
authority conferred upon it by |aw.

2. A proceeding by a nenber if it is established that any
of the followi ng conditions exist:

a. The directors are deadl ocked in the nanagenent of the
cooperative's affairs, the nenbers are unable to break the
deadl ock, and either irreparable injury to the cooperative is
threatened or being suffered, or the business and affairs of
the cooperative can no | onger be conducted to the advantage of
the interest holders generally, because of the deadl ock.

b. The directors or those in control of the cooperative
have acted, are acting, or will act in a manner that is
illegal, oppressive, or fraudul ent.

c. The nmenbers are deadl ocked in voting power and have
failed, for a period that includes at |east two consecutive
annual neeting dates, to el ect successors to directors whose
terns have expired

d. The cooperative's assets are being msapplied or
wast ed.

3. A proceeding by a creditor if it is established that
either of the follow ng apply:

a. The creditor's claimhas been reduced to judgnent, the
execution on the judgnent returned unsatisfied, and the
cooperative is insolvent.

b. The cooperative has admitted in witing that the
creditor's claimis due and owi ng and the cooperative is
i nsol vent .

4. A proceeding by the cooperative to have its voluntary
di ssol uti on continued under court supervision.

Sec. 63. NEW SECTION. 501.822 PROCEDURE FOR JUDI Cl AL
DI SSOLUTI ON

1. Venue for a proceeding by the attorney general to
di ssolve a cooperative lies in Polk county district court.
Venue for a proceedi ng brought by any other party named in
section 501.821 lies in the county where a cooperative's
principal office or, if not inthis state, its registered
office is or was |ast |ocated.

2. It is not necessary to nake interest holders parties to
a proceeding to dissolve a cooperative unless relief is sought
agai nst them individually.

3. A court in a proceeding brought to dissolve a
cooperative may issue injunctions, appoint a receiver or
custodi an pendente lite with all powers and duties the court
directs, take other action required to preserve the
cooperative's assets wherever |ocated, and carry on the
busi ness of the cooperative until a full hearing can be held.

Sec. 64. NEW SECTION. 501.823 RECElIVERSH P OR
CUSTODI ANSHI P.

1. Acourt in a judicial proceeding brought to dissolve a
cooperative may appoint one or nore receivers to wind up and
liquidate, or one or nore custodians to manage, the business
and affairs of the cooperative. The court shall hold a
hearing, after notifying all parties to the proceeding and any
i nterested persons designated by the court, before appointing



a receiver or custodian. The court appointing a receiver or
cust odi an has exclusive jurisdiction over the cooperative and
all its property wherever | ocated.

2. The court may appoint an individual or a domestic or
foreign corporation authorized to transact business in this
state as a receiver or custodian. The court may require the
recei ver or custodian to post bond, with or without sureties,
in an anount the court directs

3. The court shall describe the powers and duties of the
receiver or custodian in its appointing order, which may be
amended fromtine to tinme.

a. The receiver may do any of the follow ng:

(1) Dispose of all or any part of the assets of the
cooperative wherever located, at a public or private sale, if
aut hori zed by the court.

(2) Sue and defend in the receiver's own nane as receiver
of the cooperative in all courts of this state

b. The custodi an may exercise all of the powers of the
cooperative, through or in place of its board of directors or
officers, to the extent necessary to nanage the affairs of the
cooperative in the best interests of its interest holders and
creditors.

4. The court during a receivership may redesignate the
recei ver a custodi an, and during a custodi anship may
redesi gnate the custodian a receiver, if doing so is in the
best interests of the cooperative, its interest holders, and
creditors.

5. The court fromtinme to tine during the receivership or
custodi anship may order conpensation paid and expense
di sbursenments or reinbursenments nmade to the receiver or
custodi an and the receiver's or custodian's counsel fromthe
assets of the cooperative or proceeds fromthe sale of the
assets.

Sec. 65. NEW SECTION. 501.824 DECREE OF DI SSCLUTI ON.

1. |If after a hearing the court determ nes that one or
nmore grounds for judicial dissolution described in section
501.821 exist, it may enter a decree dissolving the
cooperative and specifying the effective date of the
di ssolution, and the clerk of the district court shall deliver
a certified copy of the decree to the secretary of state, who
shall file it.

2. After entering the decree of dissolution, the court
shall direct the winding up and |iqui dation of the
cooperative's business and affairs in accordance with section
501.805 and the notification of claimants in accordance with
secti ons 501.806 and 501. 807.

PART D
STATE TREASURER

Sec. 66. NEW SECTION. 501.831 DEPCSIT WTH STATE
TREASURER

Assets of a dissolved cooperative that should be
transferred to a creditor, claimant, or interest holder of the
cooperative who cannot be found or who is not conpetent to
recei ve them shall be reduced to cash and deposited with the
treasurer of state or other appropriate state official for
saf ekeeping. When the creditor, claimnt, or interest hol der
furnishes satisfactory proof of entitlenment to the anount
deposited, the treasurer of state or other appropriate state
official shall pay the creditor, claimnt, or interest hol der
or that person's representative the amount.

Sec. 67. Sections 501.107 and 501. 602, Code 1997, are
repeal ed. Sections 501.408 and 501. 604, Code Suppl enent 1997,
are repeal ed.

EXPLANATI ON

This bill anmends Code chapter 501 which provides for
cooperative corporations which may hold agricultural land in
this state. This type of entity is a hybrid between a



cooperative associ ation organi zed under Code chapter 499 and a
corporation organi zed under Code chapter 490. The bill anends
a nunber of provisions.

First, the bill changes a nunber of terns used in the
chapter. The bill changes "cooperative corporations” to
"cooperatives". It changes a nunber of other ternms to nore

closely resenble terms describing the business activities of
cooperative associ ations rather than corporations. For
exanpl e, a cooperative nust be organi zed as an associ ation
rather than a corporation. The bill changes "articles of

i ncorporation"” to "articles of association". The bill changes
"sharehol ders” to "interest holders" or "menbers"” in the
cooperatives. It changes "voting stock" to "voting interest".
An "interest holder" is defined to nean a person who holds a
voting or nonvoting interest in a cooperative. A "menber" is
a person who holds a voting interest in the cooperative

Ref erences to "dividends" are changed to "distributions".

Second, the bill provides that a general partner that is
authorized to hold an interest in a cooperative nmust include
all natural persons.

Third, the bill increases the nunber of acres of
agricultural land that a cooperative may hold from640 to
1, 500.

Fourth, the bill amends Code section 501.106 which provides
for maintaining a registered office or registered agent in
this state for purpose of service. The bill adds provisions
taken from Code sections 490.503 and 490.504 whi ch provide
procedures for the resignation of a registered agent and
delivery of service when a registered agent is not avail abl e.
The bill changes the term "corporation" to "cooperative".

Fifth, the bill incorporates a nunber of provisions that
were included by reference in the chapter. These sections
refer to provisions in both Code chapter 490 governing
corporations and Code chapter 499 governing cooperative
associations. The bill redrafts these provisions expressly as
part of Code chapter 501 and changes references to
"corporation” or "association" to "cooperative" and corrects
i nternal references

Code section 501.102 provides that a cooperative has the
same powers as a corporation as provided in Code sections
490. 302 and 490. 303. Those powers include the power to sue
and be sued, have a seal, nake and anmend byl aws, acquire
property, sell or dispose of property, enter into purchase
security arrangements, make contracts, incur liabilities
i ssue notes and bonds, |end noney, invest nobney, becone an
investor in another enterprise, conduct business, elect
directors, appoint officers and hire enpl oyees, pay pensions,
and nake donations. This bill repeals Code section 501.102
and provi des those sane powers expressly to cooperatives.

Code section 501.107 provides that Code sections 499.1601
t hrough 499. 1622 apply to cooperatives organi zed under Code
chapter 501. The sections provide for keeping corporate
records, the right of shareholders to inspect those records
the authority of courts to order inspections, the preparation
of financial statements for sharehol ders, and the subm ssion
of reports to the secretary of state. This bill repeals Code
section 501.107 and rewites those provisions into new Code
sections in Code chapter 501.

Code section 501.408 provides that a cooperative may
indemify an officer, enployee, or agent who is a party to a
| egal proceeding in the same way that a corporati on may
indemify a director in the sane circunstances. The section
provi des for definitions, grants authority to a corporation to
indemify a director under circunstances, requires
indermification in certain circunmstances, allows for advancing
a director noneys for |egal expenses, allows for
i ndemi fication pursuant to court order, provides procedures



for indemification, provides for indemification of officers,
enpl oyees, and agents, and allows a corporation to purchase
i nsurance. The bill repeals Code section 501.408 and
expressly drafts those provisions into Code chapter 501

Code section 501.602 provides for nergers and
consol i dati ons anmpbng cooperatives organi zed under Code chapter
501. The section provides that Code sections 499.61 through
499.70 apply to the nmergers or consolidations. Those sections
provide for definitions, allow for nerger and consolidation,
require a vote of the nenbership, provide for objections by
menbers and the paynent of fair market value to dissenters,
provide for articles of nerger or consolidation and the
i ssuance of a certificate of nerger or consolidation, and
aut hori ze abandonment prior to filing the articles of nerger
or consolidation. This bill repeals Code section 501. 602 and,
with some exceptions, rewites the sane provisions in Code
chapter 501. Code section 499.66 provides that in the case of
a cooperative association, a dissenting nenber who is a
natural person and who dies before receiving the fair val ue
must be paid the fair value with the sanme priority as if the
person was a nenber at the time of death. The bill does not
i nclude this provision

Code section 501.604 provides for the dissolution of a
cooperative based on the same provisions which apply to
corporations under Code sections 490. 1401 through 490. 1440.
Those sections provide for dissolution by incorporators,
initial directors who have not issued stock, or a board of
directors operating a functioning corporation; the filing of
articles of dissolution, a revocation of a dissolution, and
the effect of the dissolution; procedures for disposing of
known and unknown cl ai ns agai nst the corporation; grounds for
adm ni strative dissolution, procedures for and the effect of
an administrative dissolution, and reinstatenment, including
appeal from a denial of reinstatenent; grounds for judicial
di ssol ution, procedures for judicial dissolution, and
procedures for appointing a receiver or custodian; entering a
decree of dissolution; and depositing creditor assets with the
treasurer of state. This bill repeals Code section 501. 604
and rewites those provisions expressly for cooperatives as
part of Code chapter 501 with |imted exceptions. The bil
does not include a provision requiring information in the
articles to be separately provided for each voting group
entitled to vote separately on the plan to dissol ve
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