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Introduced by Representatives Dickinson of St. Albans Town, Botzow of
Pownal, Font-Russell of Rutland City, Kitzmiller of Montpelier,
Kupersmith of South Burlington, Marcotte of Coventry, Shand
of Weathersfield, Smith of New Haven, Stevens of Shoreham
and Y oung of Albany

Referred to Committee on

Date:

Subject: Commerce and trade; business entities; limited cooperative

associations
Statement of purpose: This bill proposes to authorize the creation of anew

type of business entity, the limited cooperative association.

An act relating to the hifemma-linited-Cooperative-Assackation-Act mutual

benefit enterprise act

It is hereby enacted by the General Assembly of the State of Vermont:

. Title11C is added to read:
TITLE 11C. FORM LIMITED COOPERATIVE ASSOCIATIONS

Artic General Provisions

§101. SHORT TITLE

Thistitle may be cited as the Uniform Limited Cooperati

Association Act
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\Eor purposes of thistitle, the following words have the following meanings:

) “Articles of organization” means the articles of organization of a

limited comperative association required by section 302 of thistitle. The term

includes the aNicles as amended or restated.

(2) “Board\f directors’ means the board of directors of alimited

cooperative associati Q.

(3) “Bylaws’ mé\s the bylaws of alimited cooperative associ ation.

The term includes the bvla\k\as amended or restated.

(4) “Certificate of authch\” means a certificate issued by the secretary

of state for aforeign cooperative to thansact business in this state.

(5) “Contribution,” except as u%«'n subsection 1008(c) of thistitle,

means a benefit that a person provides to a\mited cooperative association to

become or remain a member or in the person’ s cgpacity as a member.

(6) “Cooperative’” means alimited cooperativ association or an entity

organized under any cooperative law of any iurisdicti%x

(7) “Designated office’ means the office that aIiméd cooperative

association or aforeign cooperativeis required to designate akmai ntain under

subdivision 117(a)(1) of thistitle.

(8) “Director” means adirector of alimited cooperative associathon.
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means a transfer of money or other property from alimited cooperative

asso&u:ion to amember because of the member’ s financial rights or to a

transferee\of a member’s financial rights.

(10) “Extity” means a person other than an individual.

(11) “H rék,ial right” means the right to participate in allocations and

distributions as DI’OM in Articles 10 and 12 of thistitle but does not include

rights or obligations undex a marketing contract governed by Article 7 of this

title.

(12) “Foreign cooperative\means an entity organized in ajurisdiction

other than this state under alaw si%ar to thistitle.

(13) “Governance right” meansk right to participate in governance of

alimited cooperative association.

(14) “Investor member” means a member\that has made a contribution

to alimited cooperative association and:

(A) isnot required by the organic rules to condluct patronage with the

association in the member’ s capacity as an investor membeNin order to receive

the member’sinterest; or

(B) is not permitted by the organic rules to conduct patronage with

the association in the member’ s capacity as an investor member in ordex to

receive the member’ sinterest.
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ger thistitle.

6) “Member’” means a person that is admitted as a patron member or

investor ber or both in alimited cooperative association. The term does

not include a person that has dissociated as a member.

an - Mt;her’ sinterest” meanstheinterest of a patron member or

investor member uh&x section 601 of thistitle.

(18) “Members ing” means an annual members’ meeting or specia

meeting of members.

(19) “Organic law” meansthe statute providing for the creation of an

entity or principally governing itshﬁrnal affairs.

(20) “Organic rules’ meansthe}&d&s of organization and bylaws of a

limited cooperative associ ation.

(21) “Organizer” means an individual why signs the initial articles of

organization.

(22) “Patron member” means a member that has knade a contribution to

alimited cooperative association and:

(A) isreguired by the organic rules to conduct patronage with the

association in the member’ s capacity as a patron member in orde& receive

the member’sinterest; or

(B) is permitted by the organic rules to conduct patronage with t
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h‘m ber'sinterest.

3) “Patronage’ means busi ness transactions between alimited

cooperatiWe association and a person which entitle the person to receive

financial rights based on the value or guantity of business done between the

association and}e person.

(24) “Person” Neans an individual; corporation; business tr

ust;

cooperative; estate; trust’\partnership; limited partnership; limited

liability

company; limited cooperativ&association; joint venture; association; public

corporation; government or qo%snmental subdivision, agency, or

instrumentality; or any other legal or\commercial entity.

(25) “Principa office” means theWrincipal executive office of alimited

cooperative association or foreign cooperatiwe, whether or notint

his state.

(26) “Record,” used as a noun, means i}srmati onthat isinscribed on a

tangible medium or that is stored in an electronic}other medium and is

retrievable in perceivable form.

(27) “Required information” means the information alimited

cooperative association is required to maintain under sectionhé of thistitle.

(28) “Sign” means, with present intent to authenticate or ad

t arecord:

(A) to execute or adopt a tangible symbol; or
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sylkabol, sound, or process.

9) “State” means a state of the United States, the District of Columbia,

Puerto I%o the United States Virgin Islands, or any territory or insular

[POSSESSi on ;iect to the jurisdiction of the United States.

(30) “TranXer” includes an assignment, conveyance, deed, bill of sale,

lease, mortgage, seculty interest, encumbrance, gift, and transfer by operation

of law.

(31) “Voting group” s any combination of one or more voting

members in one or more di striéor classes that under the organic rules or this

title are entitled to vote and can be cOunted together collectively on a matter at

amembers meseting.

(32) “Voting member” means a member that, under the organic law or

organic rules, has aright to vote on matters subj&ct to vote by members under

the organic law or organic rules.

(33) “Voting power” means the total current po of members to vote

on a particular matter for which avote may or isto be tak

§103. LIMITED COOPERATIVE ASSOCIATION SUBJE}RTO

AMENDMENT OR REPEAL

A limited cooperative association governed by thistitle is subject to\any

amendment or repeal.
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\(a) A limited cooperative association organized under thistitleisan

auto%mous, unincorporated association of persons united to meet their mutual

interests through a jointly owned enterprise primarily controlled by those

persons, wrh permits combining:

(1) owneéﬂl p, financing, and receipt of benefits by the members for

whose interests the ciation isformed; and

(2) separate investents in the association by members who may

receive returns on their inv ents and a share of control.

(b) Thefact that alimited c&oerative association does not have one or

more of the characteristics described\in subsection (a) of this section does not

aone prevent the association from bei}(ormed under and governed by this

title nor does it done provide abasis for akction against the association.

§ 105. PURPOSE AND DURATION OF LII\NED COOPERATIVE

ASSOCIATION

(a) A limited cooperative association is an entity disinct from its members.

(b) A limited cooperative association may be organizedYor any lawful

purpose, whether or not for profit.

(c) Unlessthe articles of organization state aterm for alimited §poperative

association’ s existence, the association has perpetua duration.
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SL06—ROWERS

\A limited cooperative association may sue and be sued in its own name and

do all\hinqs necessary or convenient to carry on its activities. An association

may main n an action against a member for harm caused to the association by

the member iolation of aduty to the association or of the organic laws or

organic rules. \
§107. GOVERNINGLAW

Thelaw of this state \VErns:

(1) theinterna affai&f alimited cooperative association; and

(2) theliability of amembsr as member and a director as director for the

debts, obligations, or other liabiliti f alimited cooperative association.

§108. SUPPLEMENTAL PRINCIPLE§OF LAW

Unless displaced by particular provisions\the principles of law and equity

supplement thistitle.

§109. REQUIREMENTS OF OTHER LAWS

(a) Thistitle does not alter or amend any law that goyerns the licensing and

requlation of an individual or entity in carrying on a specifi business or

profession even if that law permits the business or professi orkxbe conducted

by alimited cooperative association, aforeign cooperative, or a rémber of

either.
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un¥er law of this state other than this title, may be conducted only by an entity

thatkgets specific requirements for the internal affairs of that entity unless the

organicr of the association conform to those requirements.

(c) If an adivity of alimited cooperative association is within the scope of

the Uniform Cc%won Interest Ownership Act, the reguirements of the

Uniform Common Interest Ownership Act apply, even if thereis a conflicting

provision in thistitle.

§110. RELATION TO RESXRAINT OF TRADE AND ANTITRUST LAWS

To the extent that a limited cogperative association or activities conducted

by the association in this state meet the material reguirements for other

cooperatives entitled to an exempti on%m or immunity under any provision of

the restraint of trade or antitrust laws of tréqate, the association and its

activities are entitled to the exemption or immunity. This section does not

create any new exemption or immunity for an asssation or affect any

exemption or immunity provided to a cooperative orgarized under any

other law.
8§111. NAME

(a) Use of the term “cooperative’ or its abbreviation under this\tleis not a

violation of the provisions restricting the use of theterm under 11 V.SA.

§992.
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“l'Wpited cooperative association” or “limited cooperative” or the abbreviation

LC& or “LCA.” “Limited” may be abbreviated as “Ltd.” “Cooperative’

may beéhreviated as “Co-op” or “Coop.” “Association” may be abbreviated

aSHAmC.H O “ASSﬂ."

(c) Unless otherwise provided in thistitle, alimited cooperative association

may apply to the secr&tary of state for authorization to use a name under the

procedures and subject tothe rules for associations of individuals set forth in

chapter 15 of Title 11.

§112. RESERVATION OF NAME

(a) A person may reserve the e%qsive use of the name of alimited

cooperative association, including aficklous name for aforeign cooperative

whose name is not available under secti or& of thistitle, by delivering an

application to the secretary of state for filing. application must set forth

the name and address of the applicant and the nameYroposed to be reserved.

If the secretary of state finds that the name applied for i available under

section 111 of thistitle, the secretary of state shall reserve the name for the

applicant’ s exclusive use for a nonrenewable period of 120d

(b) A person who has reserved a name for alimited cooperatié\association

may transfer the reservation to another person by delivering to the secrtary of

state a signed notice of the transfer which states the name, street address, akd,
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}she association and the name of the association is the same as the reserved

nam&he delivery of articles of organization for filing by the secretary of state

is atransfé by the person to the association.

§113. EFF&T OF ORGANIC RULES

(a) The relatiogs between alimited cooperative association and its

members are consen . Unlessrequired, limited, or prohibited by thistitle,

the organic rules may proyide for any matter concerning the relations among

the members of the associatidn and between the members and the association,

the activities of the association, aRd the conduct of its activities.

(b) The mattersreferred to in subgivisions (1) through (12) of this

subsection may be varied only in the arti§les of organization. The articles

may:

(1) state aterm of existence for the associgtion under subsection 105(c)

of thistitle;

(2) limit or eliminate the acceptance of new or itiona members by

theinitial board of directors under subsection 303(b) of té‘{itle;

(3) vary the limitations on the obligations and liability ol\members for

association obligations under section 504 of thistitle;

(4) require anotice of an annual members meeting to state a puNpose of

the meeting under subsection 508(b) of thistitle;

VT LEG 261787.1
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6) vary the matters the board of directors may consider in making a

decision urder section 820 of thistitle;

(7) _spedify causes of dissolution under subdivision 1202(1) of thistitle;

(8) delegath amendment of the bylaws to the board of directors pursuant

to subsection 405(f)xuhistitle:

(9) provide for mekaber approval of asset dispositions under section

1501 of thistitle;

(10) subject to section 820\f thistitle, provide for the elimination or

limitation of liability of adirector tothe association or its members for money

damages pursuant to section 818 of th&'\tl e

(11) provide for permitting or makind\obligatory indemnification under

subsection 901(a) of thistitle; and

(12) provide for any matters that may be contsined in the organic rules,

including those under subsection (c) of this section.

(c) The matters referred to in subdivisions (1) through (25) of this

subsection may be varied only in the organic rules. The orqakruls may:

(1) require more information to be maintained under sectio}im of this

title or provided to members under subsection 505(k) of this title;
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asdociation under section 115 of thistitle;

\\3) provide for the percentage and manner of voting on amendments to

the orqa}\rules by district, class, or voting group under subsection 404(a) of

thistitle;

(4) provid&or the percentage vote required to amend the bylaws

concerning the admission of new members under subdivision 405(e)(5) of this

title;

(5) providefor terms a8Rd conditions to become a member under section

502 of thistitle;

(6) restrict the manner of condycting members’ meetings under

subsections 506(c) and 507(€) of thisti}&

(7) designate the presiding officer of gembers’ meetings under

subsections 506(e) and 507(q) of thistitle;

(8) require a statement of purpose in the anndgl meeting notice under

subsection 508(b) of thistitle;

(9) increase quorum reguirements for members' meeNngs under section

510 of thistitle and board of directors meetings under sectior&S of thistitle;

(10) alocate voting power among members, including patb\members

and investor members, and provide for the manner of member voting akd

action as permitted by sections 511 through 517 of thistitle;
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transferability of members' interests to the extent provided in sections 602

throhq 604 of this title:

(12)\provide for enforcement of a marketing contract under subsection
704(a) of tr&tl €

(13) proviaog for qualification, election, terms, removal, filling

vacancies, and memb¥r approval for compensation of directors in accordance

with sections 803 throug\805, 807, 809, and 810 of thistitle;

(14) restrict the mankgof conducting board meetings and taking action

without a meeting under Sectiokﬁll and 812 of thistitle;

(15) provide for frequency, lo8ation, notice, and waivers of notice for

board meetings under sections 813 aném of thistitle;

(16) increase the percentage of votes Necessary for board action under

subsection 816(b) of thistitle;

(17) providefor the creation of committees o\the board of directors and

matters related to the committees in accordance withéﬁi on 817 of thistitle;

(18) provide for officers and their appointment, desidgation, and

authority under section 822 of thistitle;

(19) provide for forms and values of contributions under \on 1002 of

thistitle;
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ion 1003(b) of thistitle;

\\21) provide for the allocation of profits and |osses of the association,

distri bu%qs, and the redemption or repurchase of distributed property other

than money i cordance with sections 1004 through 1007 of thistitle;

(22 SDec%gwhen amember’ s dissociation is wrongful and the liability

incurred by the disso®iating member for damage to the association under

subsections 1101(b) and {g) of thistitle;

(23) providethe per%al representative or other legal representative of

adeceased member or a memké%di udged incompetent with additional rights

under section 1103 of thistitle;

(24) increase the percentage of v required for board of director

approval of:

(A) aresolution to dissolve under subdivision 1205(a)(1) of thistitle;

(B) aproposed amendment to the orqan%vl es under subdivision

402(a)(1) of thistitle;

(C) aplan of conversion under subsection 1603(aNof this title;

(D) aplan of merger under subsection 1607(a) of tr&tle; and

(E) aproposed disposition of assets under subsection 1%&(1) of this

title; and

(25) vary the percentage of votes required for members’ approval of

VT LEG 261787.1
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(B) an amendment to the organic rules under section 405 of thistitle;

(C) aplan of conversion under section 1603 of thistitle;

N) aplan of merger under section 1608 of thistitle; and

(E) Adisposition of assets under section 1504 of thistitle.

(d) The orq%c rules must address members' contributions pursuant to

section 1001 of thistie.

§114. REQUIRED INFRRMATION

(a) Subiject to subsection ) of this section, alimited cooperative

association shall maintainin a&ord available at its principal office:

(1) alist containing the name, known street address and, if different,

mailing address, and term of office of director and officer;

(2) theinitial articles of organization and all amendments to and

restatements of the articles, together with asiqkd copy of any power of

attorney under which any article, amendment, or r ement has been signed;

(3) theinitia bylaws and all amendments to and\vstatements of the

bylaws,

(4) dl filed articles of merger and statements of conversiyn;

(5) dl financia statements of the association for the six moshrecent

years,

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

BILL ASPASSED THE HOUSE H.21
2011 Page 17 of 209

Oretary of state;

) the minutes of members’ meetings for the six most recent years;

(8) ®vidence of al actions taken by members without a meeting for the

SiX most recerX years;

(9) alist cOgtaining:

(A) then . in alphabetical order, and last known street address

and, if different, mailing &ddress of each patron member and each investor

member; and

(B) if the association has districts or classes of members, information

from which each current member in & district or class may be identified;

(10) thefederal income tax returny, any state and local income tax

returns, and any tax reports of the associ atk\for the six most recent years;

(11) accounting records maintained by th& association in the ordinary

course of its operations for the six most recent year

(12) the minutes of directors meetings for the&most recent years,

(13) evidence of all actions taken by directors witr&\a meeting for the

SiX most recent years;

(14) the amount of money contributed and agreed to be contNbuted by

each member;
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other than money made and agreed to be made by each member;

\\16) the times at which or events on the happening of which any

addition}‘contri bution isto be made by each member;

(17) foNeach member, a description and statement of the member’s

interest or inforksrion from which the description and statement can be

derived; and

(18) al communications concerning the association made in a record to

al members or to all memésin adistrict or class for the six most recent

years.

(b) If alimited cooperative assochation has existed for |ess than the period

for which records must be maintai nedu\der subsection (a) of this section, the

period for which records must be kept is theeriod of the association’s

existence.

(c) The organic rules may reguire that more infoymation be maintained.

§115. BUSINESS TRANSACTIONS OF MEM BEI%‘(ITH LIMITED

COOPERATIVE ASSOCIATION

Subject to sections 818 and 819 of thistitle and except as otherwise

provided in the organic rules or a specific contract relating to atr}ﬁti on, a

member may lend money to and transact other business with alimited

cooperative association in the same manner as a person who is not amem
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LT\

\A person may have a patron member’sinterest and an investor member’s

inteéin alimited cooperative association. When such person acts as a

patron merxpber, the person is subject to thistitle and the organic rules

governing %@n members. When such person acts as an investor member, the

person is subj ect\v this title and the organic rules governing investor members.

§117. DESIGNATER OFFICE AND AGENT FOR SERVICE OF

PROCESS

(a) A limited cooperative ciation or aforeign cooperative that has a

certificate of authority under se}ion 1404 of this title shall designate and

continuously maintain in this state:

(1) an office, asits designated offige, which need not be a place of the

association’s or foreign cooperative's actihy in this state; and

(2) an agent for service of process at the designated office.

(b) An agent for service of process of ali mite%ooperative association or

foreign cooperative must be an individual who is a re%ent of this state or an

entity that is authorized to do businessin this state.

§118. CHANGE OF DESIGNATED OFFICE OR AGENT FQR SERVICE

OF PROCESS

(a) Except as otherwise provided in subsection 207(e) of thistitle, {

change its designated office, its agent for service of process, or the street
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Ape(ative association must deliver to the secretary of state for filing a

statgent of change containing:

(1) Yhe name of the limited cooperative associ ation;

(2) trbsxreet address and, if different, mailing address of its designated

office;

(3) if the desighated officeis to be changed, the street address and, if

different, mailing addr f the new designated office;

(4) the name of its agent for service of process; and

(5) if the agent for serviéqf process is to be changed, the name of the

new agent.

(b) Except as otherwise provided in yubsection 207(e) of thistitle, to

change its agent for service of process, the aNdress of its designated office, or

the street address or, if different, mailing addr&of its principal office, a

foreign cooperative shall deliver to the secretary (kate for filing a statement

of change containing:

(1) the name of the foreign cooperative;

(2) the name, street address and, if different, mailing ad of its

designated office;

(3) _if the current agent for service of process or an address of th

designated office is to be changed, the new information;
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prixcipal office; and

\6) if the street address or, if different, the mailing address of its

princi paNfice is to be changed, the street address and, if different, the mailing

address of the\aew principa office.

(c) Except as dtherwise provided in section 204 of thistitle, a statement of

change is effective when filed by the secretary of state.

§119. RESIGNATI O@F AGENT FOR SERVICE OF PROCESS

(a) Toresign asan aqa%br service of process of alimited cooperative

association or foreign cooperatb& the agent must deliver to the secretary of

state for filing a statement of resignaNon containing the name of the agent and

the name of the association or forei qn&qperative.

(b) After receiving a statement of reﬁiqk(ion under subsection (a) of this

section, the secretary of state shall fileit and réﬂ or otherwise provide or

deliver a copy to the limited cooperative associ ati%or foreign cooperative at

its principal office.

(c) An agency for service of process of alimited cooperative association or

foreign cooperative terminates on the earlier of:

(1) the 31st day after the secretary of state files a statement

resignation under subsection (b) of this section; or
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deNvered to the secretary of state for filing on behalf of the association or

foreb\cooperative and becomes effective.

§ 120. SERVICE OF PROCESS

(&) An a&lt for service of process appointed by alimited cooperative

association or for&ign cooperative is an agent of the association or foreign

cooperative for servicg of process, notice, or ademand required or permitted

by law to be served upon\he association or foreign cooperative.

(b) If alimited cooperativ\g associ ation or foreign cooperative does not

appoint or maintain an agent for Service of process in this state or the agent for

service of process cannot with reasoiabl e diligence be found at the address of

the designated office on file with the %\celarv of state, the secretary of stateis

an agent of the association or forel gn coopengtive upon which process, notice,

or ademand may be served.

(c) Service of process, notice, or ademand on the secretary of state as agent

of alimited cooperative association or foreign cooperé\(e may be made by

delivering to the secretary of state two copies of the proc notice, or

demand. The secretary of state shall forward one copy by regisiered or

certified mail, return receipt requested, to the association or foreig

cooperative at its principal office.

(d) Serviceis effected under subsection (c) of this section on the earlie of:
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jves the process, notice, or demand;

) the date shown on the return receipt, if signed on behalf of the

associ atk\or foreign cooperative; or

(3) fié(iavs after the process, notice, or demand is deposited by the

secretary of staéor delivery by the United States Postal Service, if postageis

prepaid to the addr f the principal office on file with the secretary of state.

(e) The secretary of e shall keep arecord of each process, notice, and

demand served pursuant to thks section and record the time of and the action

taken regarding the service.

(f) This section does not affect the right to serve process, notice, or a

demand in any other manner provided bwlaw.

Article2. Filing anqunual Reports

§201. SIGNING OF RECORDS DELIVERAFOR FILINGTO

SECRETARY OF STATE

(a) A record delivered to the secretary of state for filng pursuant to this

title must be signed as follows:

(1) Theinitial articles of organization must be signed by %t least one

organizer.

(2) A statement of cancellation under subsection 302(d) of this tkle must

be signed by at |east one organizer.
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redord signed on behalf of an existing limited cooperative association must be

siqré‘bv an officer.

(4) W record filed on behalf of a dissolved association must be signed by

aperson wikﬂwq up activities under section 1206 of thistitle or a person

appointed under Section 1206 to wind up those activities.

(5) Any other necord must be signed by the person on whose behalf the

record is delivered to the'secretary of state.

(b) Any record to be si%j under thistitle may be signed by an authorized

agent.
§202. SIGNING AND FILING OF\RECORDS PURSUANT TO JUDICIAL

ORDER

(a) If aperson required by thistitle to sidn or deliver arecord to the

secretary of state for filing does not do so, the sdperior court of the county of

the limited cooperative association’s principal officéor the foreign

cooperative' s registered office, upon petition of an aggrieved person, may

order:

(1) the person to sign the record and deliver it to the secritary of state

for filing; or

(2) delivery of the unsigned record to the secretary of state for fiNng.
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limjted cooperative association or foreign cooperative to which the record

pertaing, shall make the association or foreign cooperative a party to the action

brought to\obtain the order.

(c) An Lkgned record filed pursuant to this section is effective.

§ 203. DELIV% TO AND FILING OF RECORDS BY SECRETARY OF

STATE; EFFRCTIVE TIME AND DATE

(a) A record authorizéd or required by thistitle to be ddlivered to the

secretary of state for fili nqkst be captioned to describe the record’ s purpose,

bein amedium and format per}(ted by the secretary of state, and be delivered

to the secretary of state. If thefilingXees have been paid and unless the

secretary of state determines that the recrd does not comply with the filing

requirements, the secretary of state shall f%(he record and send a copy of the

filed record and a receipt for the fees to the per on whose behalf the record

was filed.

(b) The secretary of state, upon request and payment\of the required fee,

shall furnish a certified copy of any record filed by the secr&tary of state under

this title to the person making the reguest.

(c) Except as otherwise provided in sections 118 and 204 of thidtitle, a

record delivered to the secretary of state for filing under thistitle may Specify

an effective time and adelayed effective date that may include an effectiv
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%ﬁ, arecord filed by the secretary of state under thistitleis effective:

) if the record does not specify an effective time and does not specify

adelayed &ffective date, on the date and at the time the record isfiled as

evidenced bXbe secretary of state' s endorsement of the date and time on the

record;

(2) if the recortd specifies an effective time but not a delayed effective

date, on the date the re%d isfiled at the time specified in the record:

(3) if therecord spec}es adelayed effective date but not an effective

time, at 12:01 am. on the earlier 9f:

(A) the specified date; or

(B) the 90th day after the recor isfiled; or

(4) if the record specifies an effectiéﬂ' me and a delayed effective date,

at the specified time on the earlier of:

(A) the specified date; or

(B) the 90th day after the record is filed.

§204. CORRECTING FILED RECORD

(a) A limited cooperative association or foreign cooperative\nay deliver to

the secretary of state for filing a statement of correction to correct avecord

previously delivered by the association or foreign cooperative to the%retarv
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sitaj ned inaccurate information or was defectively signed.

(b)\A statement of correction may not state a delayed effective date and

must:

(1) desdribe the record to be corrected, including its filing date, or have

attached a copy oN\the record asfiled:;

(2) specify the\accurate information and the reason it is inaccurate or

the manner in which the 8igning was defective; and

(3) correct the inaccuradte information or defective signature.

(c) When filed by the secre& of state, a statement of correctionis

effective:

(1) when filed as to persons relying on the inaccurate information or

defective signature before its correction an versaly affected by the

correction; and

(2) asto all other persons, retroactively as of We effective date and time

of the record the statement corrects.

§205. LIABILITY FOR INACCURATE INFORMATION\IN FILED

RECORD

If arecord delivered to the secretary of state for filing under this\itle and

filed by the secretary of state contains inaccurate information, a personthat

suffers aloss by reliance on the information may recover damages for the \gss
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pxeon' s behalf and knew at the time the record was signed that the

info%etion Was i naccurate.

§206. CERTIFICATE OF GOOD STANDING OR AUTHORIZATION

(@) The etary of state, upon reguest and payment of the required fee,

shall furnish anherson that requestsit a certificate of good standing for a

limited cooperative\a;soci ation if the records filed in the office of the secretary

of state show that the sechetary of state has filed the association’ s articles of

organization, that the associ&(on isin good standing, and that the secretary of

state has not filed a statement of dermination.

(b) The secretary of state, upon réguest and payment of the required fee,

shall furnish to any person that requ&ct& acertificate of authority for a

foreign cooperative if the recordsfiled in k‘offi ce of the secretary of state

show that the secretary of state has filed the foré\gn cooperative’s certificate of

authority, has not revoked nor has reason to revol&he certificate of authority,

and has not filed a notice of cancellation.

(c) Subject to any exceptions stated in the certificate, a 0grtificate of good

standing or authority issued by the secretary of state establ ishé\&oncl usively

that the limited cooperative association or foreign cooperative isin\good

standing or is authorized to transact businessin this state.
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\(a) A limited cooperative association or forei gn cooperative authorized to

tran& business in this state shall deliver to the secretary of state for filing an

annual report that states:

(1) tréqame of the association or foreign cooperative;

(2) the strelt address and, if different, mailing address of the

association’ s or forein cooperative s designated office and the name of its

agent for service of process at the designated office;

(3) the street address&d, if different, mailing address of the

association’s or foreign cooper}ve’ s principal office; and

(4) inthe case of aforeign cooperative, the state or other jurisdiction

under whose law theforeign cooperat&{sformed and any alternative name

adopted under section 1405 of thistitle.

(b) Information in an annual report must be durrent as of the date the report

is delivered to the secretary of state.

(c) Thefirst annual report must be delivered to the Secretary of state

between January 1 and April 1 of the year following the dar year in which

the limited cooperative association is formed or the foreign c&erative is

authorized to transact businessin this state. An annual report shall e

delivered to the secretary of state within two and one-haf months afterthe

expiration of the limited cooperative association’s fiscal year.
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ion (a) of this section, the secretary of state shall promptly notify the

rep(%qq limited cooperative association or foreign cooperative and return the

report for ®orrection. If the report is corrected to contain the information

required by stsection (a) of this section and delivered to the secretary of state

not later than B&etvs after the date of the notice from the secretary of state, it

istimely delivered.

(e) If afiled annual regort contains an address of the designated office, the

name of the agent for serviéof process, or address of the principal office

which differs from the informati®n shown in the records of the secretary of

state immediately before the filing, the differing information in the annual

report is considered a statement of changeg.

(f) _If alimited cooperative associ ati on&s to deliver an annua report

under this section, the secretary of state may progeed under section 1211 of

this title to dissolve the association administrativel y

(q) If aforeign cooperative failsto deliver an annu

eport under this

section, the secretary of state may revoke the certificate chlthoritv of the

cooperative.
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\The filing fees for records filed under this article by the secretary of state

are Ne as those set forth for alimited liability company under 11 V.S.A.

§ 3013.

Article 3, Formation and Initial Articles of Organization of Limited

Cooperative Association

§301. ORGANIZE

A limited cooperative ciation must be organized by one or more

organizers.

§ 302. FORMATION OF LIMI'NED COOPERATIVE ASSOCIATION;

ARTICLES OF ORGANIZ\A(ION

(a) Toform alimited cooperative Aciaﬂon, an organizer of the

association must deliver articles of orqanié'\on to the secretary of state for

filing. The articles must state:

(1) the name of the association;

(2) the purposes for which the association is for

(3) the street address and, if different, mailing addgof the

association’ sinitia designated office and the name of the asséiati on'sinitial

agent for service of process at the designated office;

(4) the street address and, if different, mailing address of theini

principal office;
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6) the term for which the association is to exist if other than perpetual.

(b) Suhject to subsection 113(a) of thistitle, articles of organization may

contain anv}her provisions in addition to those required by subsection (a) of

this section.

(c) A limited cooperative association is formed after articles of

organization that substantally comply with subsection (&) of this section are

delivered to the secretary &e, arefiled, and become effective under

subsection 203(c) of thistitle.

(d) If articles of organization filed by the secretary of state providefor a

delayed effective date, alimited coopeﬁﬁve association is not formed if,

before the articles take effect, an organizer s\gns and delivers to the secretary

of state for filing a statement of cancellation.

§ 303. ORGANIZATION OF LIMITED COOPERRTIVE ASSOCIATION

(a) After alimited cooperative association isform

(1) if initia directors are named in the articles of o&nization, theinitial

directors shall hold an organizational meeting to adopt initialk{aws and carry

on any other business necessary or proper to complete the orqani%{on of the

association; or
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oranizers shall designate theinitial directors and call a meeting of theinitial

di re&s to adopt initial bylaws and carry on any other business necessary or

proper to Sompl ete the organization of the association.

(b) UnI;*{he articles of organization otherwise provide, theinitial

directors may c the limited cooperative association to accept members,

including those nec y for the association to begin business.

(c) Initial directorsn not be members.

(d) Aninitial director ser\es until a successor is elected and qualified at a

members’ meeting or the di recb\is removed, resigns, is adjudged

incompetent, or dies.

§304. BYLAWS

(a) Bylaws must bein arecord and, if noistated in the articles of

organization, must include:

(1) astatement of the capital structure of the Nmited cooperative

association, including:

(A) the classes or other types of members' inter and relative

rights, preferences, and restrictions granted to or imposed upon‘each class or

other type of member’ sinterest; and

(B) therightsto sharein profits or distributions of the associajon;

(2) astatement of the method for admission of members;
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Power)

(4) W statement that amember’sinterest istransferableif it isto be

transferable§\d astatement of the conditions upon which it may be

transferred;

(5) astatement\concerning the manner in which profits and losses are

alocated and distributik are made among patron members and, if investor

members are authorized, the Knanner in which profits and losses are alocated

and how distributions are madémonq investor members and between patron

members and investor members;

(6) astatement concerning:

(A) whether persons who are not bers but who conduct business

with the association may be permitted to shareX\allocati ons of profits and

| osses and receive distributions; and

(B) the manner in which profits and | osses are\all ocated and

distributions are made with respect to those persons; and

(7) astatement of the number and terms of directors or the method by

which the number and terms are determined.
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byhaws may contain any other provision for managing and requlating the

affairs\of the association.

(c) In &ddition to amendments permitted under Article 4 of thistitle, the

initial boarohkdi rectors may amend the bylaws by a majority vote of the

directors at anv}(le before the admission of members.

Article¥, Amendment of Organic Rules of Limited

Cooperative Association

§401. AUTHORITY TO AMEND ORGANIC RULES

(a) A limited cooperative agciation may amend its organic rules under

this article for any lawful purposeX\addition, theinitial board of directors

may amend the bylaws of an associatio\nunder section 304 of thistitle.

(b) Unless the organic rules otherwise pravide, a member does not have a

vested property right resulting from any provisioq in the organic rules,

including a provision relating to the management, trol, capital structure,

distribution, entitlement, purpose, or duration of the Ikﬂed cooperative

association.

§402. NOTICE AND ACTION ON AMENDMENT OF ORGANIC RULES

(a) Except as provided in subsections 401(a) and 405(f) of tthIe, the

organic rules of alimited cooperative association may be amended onl\at a

members meeting. An amendment may be proposed by either:
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required by the organic rules; or

) _oneor more petitions signed by at least 10 percent of the patron

members & at least 10 percent of the investor members.

(b) The bogrd of directors shall call amembers meeting to consider an

amendment Dr()%eed pursuant to subsection (a) of this section. The meeting

must be held not later\than 90 days following the proposal of the amendment

by the board or receipt of\a petition. The board must mail or otherwise

transmit or deliver ina reco\!kto each member:

(1) the proposed amendknt or asummary of the proposed amendment

and a statement of the manner in vm.h acopy of the amendment in a record

may be reasonably obtained by a membex;

(2) arecommendation that the membexs approve the amendment or, if

the board determines that because of conflict o\fkwterest or other special

circumstances it should not make a favorable recomendation, the basis for

that determination;

(3) astatement of any condition of the board’ s submission of the

amendment to the members; and

(4) notice of the meeting at which the proposed amendment Will be

considered, which must be given in the same manner as notice for a;rial

meeting of members.
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\(a) A substantive change to a proposed amendment of the organic rules

mam be made at the members meeting at which a vote on the amendment

OCcCurs.

(b) A non3ubstantive change to a proposed amendment of the organic rules

may be made at the members meeting at which the vote on the amendment

occurs and need not D separately voted upon by the board of directors.

(c) A voteto adopt a Nonsubstantive change to a proposed amendment to

the organic rules must be bv\he same percentage of votes asis required to pass

a proposed amendment.

§404. VOTING BY DISTRICT, CMDNASS, OR VOTING GROUP

(8) This section appliesif the orqak\rul&s provide for voting by district or

class or if thereis one or more identifiable vating groups that a proposed

amendment to the organic rules would affect differently from other members

with respect to matters identified in subdivisionsb&(e)(l) through (5) of this

title. Approval of the amendment reguires the same pergentage of votes of the

members of that district, class, or voting group required ihecti ons 405 and

514 of thistitle.

(b) If aproposed amendment to the organic rules would affect rRembersin

two or more districts or classes entitled to vote separatel y under subseciion (a)

of this section in the same or a substantially similar way, the districts or cl

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

BILL ASPASSED THE HOUSE H.21
2011 Page 38 of 209

%/i de for separate voting.

8 4(QAPPROVAL OF AMENDMENT

(a) Subiect to section 404 of thistitle and subsections (c) and (d) of this

section, an%endment to the articles of organization must be approved by:

(1) at least Wvo-thirds of the voting power of members present at a

members’ meeting caNed under section 402 of thistitle; and

(2) if the Iimitedkoperative association has investor members, at | east

amajority of the votes castx patron members, unless the organic rules require

agreater percentage vote by pakn members.

(b) Subject to section 404 of tr%tle and subsections (c), (d), (e), and (f) of

this section, an amendment to the byl askmust be approved by:

(1) at least amajority vote of the vc%a power of all members present at

amembers meeting called under section 402>‘(histitle, unless the organic

rules require a greater percentage; and

(2) if alimited cooperative association hasinv r members, a majority

of the votes cast by patron members, unless the organic rme require alarger

affirmative vote by patron members.

(c) The organic rules may require that the percentage of votes urder

subdivision (a)(1) or (b)(1) of this section be:
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VvO§Ng at the meeting;

) measured against the voting power of all members; or

(3) ® combination of subdivisions (1) and (2) of this subsection.

(d) Cong{ in arecord by amember must be delivered to alimited

cooperative assochation before delivery of an amendment to the articles of

organization or rest%j articles of organization for filing pursuant to section

407 of thistitleif as aresnlt of the amendment the member will have:

(1) personal liability fO¢ an obligation of the association; or

(2) an obligation or Iiabm for an additional contribution.

(e) The vote reguired to amend bYW aws must satisfy the reguirements of

subsection (a) of this section if the prop amendment modifies:

(1) the equity capita structure of the\Nnited cooperative association,

including the rights of the association’s members to sharein profits or

distributions or the relative rights, preferences, an%ricti ons granted to or

imposed upon one or more districts, classes, or voti nt%@ups of smilarly

situated members;

(2) thetransferability of a member’sinterest;

(3) the manner or method of allocation of profits or losses ng

members;

(4) the guorum for a meeting and the rights of voting and governancy; or
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(}Except for the matters described in subsection (€) of this section, the

articles of \prgani zation may del egate amendment of all or a part of the bylaws

to the board&di rectors without requiring member approval.

(g)_If the arges of organization delegate amendment of bylawsto the

board of directors, thé&\board shall provide a description of any amendment of

the bylaws made by the bRard to the members in arecord not later than 30 days

after the amendment, but t@escri ption may be provided at the next annua

members mesting if the meeti}{s held within the 30-day period.

§406. RESTATED ARTICLES C>‘ORGANIZATION

A limited cooperative association, b&he affirmative vote of amajority of

the board of directors taken at a meeting fo\a/hich the purposeis stated in the

notice of the meeting, may adopt restated articles of organization that contain

the origina articles as previously amended. Reﬂ% articles may contain

amendments if the restated articles are adopted in the&ue manner and with

the same vote as required for amendments to the articl &s&er subsection

405(a) of thistitle. Upon filing, restated articles supersede trkxistinq articles

and all amendments.
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ORGANIZATION; FILING

(a) \T o amend its articles of organization, alimited cooperative association

must delxe( to the secretary of state for filing an amendment of the articles or

restated art@s of organization or articles of conversion or merger pursuant to

Article 16 of thisWtle which contain one or more amendments of the articles of

organization stating:

(2) thedate of fili nq}\fhe association’ sinitial articles; and

(3) the changes the amendiient makes to the articles as most recently

amended or restated.

(b) Before the beginning of the initiahkmeseting of the board of directors, an

organizer who knows that information in tk[iled articles of organization was

inaccurate when the articles were filed or has besome inaccurate due to

changed circumstances shall promptly:

(1) causethe articles to be amended:; or

(2) if appropriate, deliver an amendment to the secr

filing pursuant to section 203 of thistitle.

(c) If restated articles of organization are adopted, the restated axticles may

be delivered to the secretary of state for filing in the same manner as

amendment.
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redord containing an amendment of the articles which has been properly

adopted by the members is effective as provided in subsection 203(c) of this

title.

Article5. Members

§501. MEMBE

To begin busi n&SS\aIimited cooperative association must have at least two

patron members unless the sole member is a cooperative.

§502. BECOMING A MI%&BER

A person becomes a member:

(1) asprovided in the organicxules;

(2) astheresult of amerger or cbwersi on under Article 16 of thistitle;

(3) with the consent of all the members.

§503. NO POWER ASMEMBER TO BIND A CIATION

A member solely by reason of being a member ma>\pt act for or bind the

limited cooperative associ ation.

§504. NOLIABILITY ASMEMBER FOR ASSOCIATION’

OBLIGATIONS

Unless the articles of organization otherwise provide, a debt, obligat\on, or

other liability of alimited cooperative association is solely that of the
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éeon of being a member.

8 5(ARIGHT OF MEMBER AND FORMER MEMBER TO

INKORMATION

(a) Not é&r than 10 business days after receipt of ademand madein a

record, ali mitehooperative association shall permit a member to obtain,

inspect, and copy in tRe association’s principa office required information

listed in subdivisions 114a)(1) through (8) of thistitle during regular business

hours. A member need not e any particular purpose for seeking the

information. The association is\ot required to provide the same information

listed in subdivisions 114(a)(2) through (8) of thistitle to the ssme member

more than once during a six-month peri

(b) On demand madein arecord receive® by the limited cooperative

association, a member may obtain, inspect, and 8opy in the association’'s

principal officerequired information listed in submsi ons 114(a)(9), (10),

(12), (13), (16), and (18) of thistitle during reqular business hours if:

(1) the member seekstheinformation in good faith for aproper

purpose reasonably related to the member’ s interest;

(2) the demand includes a description with reasonable particM arity of

the information sought and the purpose for seeking the information;
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4) the demand is reasonable.

(c) Nowlater than 10 business days after receipt of ademand pursuant to

subsection (bN\of this section, alimited cooperative association shall provide,

in arecord, the&owi ng information to the member that made the demand:

(1) if the assochation agrees to provide the demanded information:

(A) what info%ation the association will provide in response to the

demand; and

(B) areasonable time and place at which the association will provide

the information; or

(2) if the association declines to pyovide some or al of the demanded

information, the association’s reasons for deslining.

(d) A person dissociated as amember may oltain, inspect, and copy

information available to a member under subsectiorNa) or (b) of this section by

delivering ademand in arecord to the limited cooper;\e association in the

same manner and subject to the same conditions applicable¥p a member under

subsection (b) of this section if:

(1) theinformation pertains to the period during which the p&yson was a

member in the association; and

(2) the person seeks the information in good faith.
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p ant to subsection (d) of this section in the manner provided in subsection

(c) okhissection.

(f) NoNater than 10 business days after receipt by alimited cooperative

associ ation}ﬁe demand made by a member in arecord but not more often than

once in asix-monh period, the association shall deliver to the member a

record stating the infOgmation with respect to the member required by

subdivision 114(a)(17) oi\this title.

(g) A limited cooperati%associ ation may i mpose reasonabl e restrictions,

including nondisclosure restri akus, on the use of information obtained under

this section. In a dispute concerningXhe reasonabl eness of a restriction under

this subsection, the association has the b\rden of proving reasonabl eness.

(h) A limited cooperative association may charge a person that makes a

demand under this section reasonabl e costs ofkovi ng, limited to the costs of

|abor and material.

(i) A person who may obtain information under this\section may obtain the

information through an attorney or other agent. A restrictiog imposed on the

person under subsection (g) of this section or by the organic rules applies to the

attorney or other agent.

(i) Therights stated in this section do not extend to a person as transferee.
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préyvide more information than required by this section and may establish

con&ons and procedures for providing the information.

§506. ANNUAL MEETING OF MEMBERS

(a) Memks shall meet annually at atime provided in the organic rules or

set by the boar(%kdi rectors not inconsistent with the organic rules.

(b) An annual meNbers meeting may be held inside or outside this state at

the place stated in the c%anic rules or selected by the board of directors not

inconsi stent with the organickules.

(c) Unlessthe organic ruleﬁxmerwise provide, members may attend or

conduct an annual members’ meetin®through any means of communication if

al members attending the meeting can

municate with each other during

the meeting.

(d) The board of directors shall report or c

to be reported at the

association’ s annual members mesting the associathon’ s business and financia

condition as of the close of the most recent fiscal year.

(e) Unless the organic rules otherwise provide, the board,of directors shall

designate the presiding officer of the association’s annual memiers' meeting.

(f) Failure to hold an annual members meeting does not affe&e validity

of any action by the limited cooperative associ ation.
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S-B0+—SRECH M NC-OE-MENMEBERS

\(a) A specia meeting of members may be called only:

) as provided in the organic rules;

(2) Wy amajority vote of the board of directors on aproposal stating the

purpose of the\meeting;

(3) by demand in arecord signed by members holding at |east 20

percent of the voting Rower of the personsin any district or class entitled to

vote on the matter that isthe purpose of the meeting stated in the demand; or

(4) by demandina r&rd signed by members holding at least 10

percent of the total voting pow}of all the persons entitled to vote on the

matter that is the purpose of the meeNng stated in the demand.

(b) A demand under subdivision (a}&) or (4) of this section must be

submitted to the officer of the limited coop§etive association charged with

keeping its records.

(c) Any voting member may withdraw its dem under subdivision (a)(3)

or (4) of this section before receipt by the limited cooprative associ ation of

demands sufficient to require a special meeting of member

(d) A specia meeting of members may be held inside or outside this state

at the place stated in the organic rules or selected by the board ofﬁ\ectors not

inconsistent with the organic rules.
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conduct aspecial meeting of members through the use of any means of

comkmication if all members attending the meeting can communicate with

each otheNduring the meeting.

(f) Onlvﬁa ness within the purpose or purposes stated in the notice of a

specia meeting oNmembers may be conducted at the meeting.

ic rules otherwise provide, the presiding officer of a

specia meeting of memb¥s shall be designated by the board of directors.

§ 508. NOTICE OF MEMBERS MEETING

(a) A limited cooperative agciation shall notify each member of thetime,

date, and place of amembers meeting at least 15 and not more than 60 days

before the meseting.

(b) Unlessthe articles of organization otherwise provide, notice of an

annual members’ meeting need not include any Rurpose of the meseting.

(c) Notice of aspecial meeting of members mushj nclude each purpose of

the meeting as contained in the demand under subdiv&n 507(a)(3) or (4) of

thistitle or as voted upon by the board of directors under sukdivision 507(a)(2)

of thistitle.

(d) Notice of amembers meeting must be given in arecord un ora

notice is reasonabl e under the circumstances.
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\(a) A member may waive notice of a members' meeting before, during, or
afteme meeting.

(b) A Nember’s participation in amembers meeting is awaiver of notice

of that meeti\nq unless the member objects to the meeting at the beginning of

the meeting orpXthlv upon the member’s arrival at the meeting and does not

thereafter vote for or t to action taken at the meeting.

§510. QUORUM OF MEMBERS

Unless the organic rul es\oherwi serequire a greater number of members or

percentage of the voting powehhe voting member or members present at a

members meeting constitute a guori.

§511. VOTING BY PATRON MEMBERS

Except as provided by subsection 512(a) §f this title, each patron member

has one vote. The organic rules may alocate voting power among patron

members as provided in subsection 512(a) of thishbe.

§512. DETERMINATION OF VOTING POWER (>PATRON MEMBER

(a) The organic rules may alocate voting power amongYyatron members on

the basis of one or a combination of the following:

(1) one member, one vote;

(2) use or patronage;

3 uity; or
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(b)\T he organic rules may provide for the allocation of patron member

voting r&er by districts or class or any combination thereof.

§513. VO'MG BY INVESTOR MEMBERS

If the organic "yles provide for investor members, each investor member

has one vote unless the organic rules otherwise provide. The organic rules

may provide for the all%slion of investor member voting power by class,

classes, or any combinati o& classes.

§514. VOTING REQUI REME\TS FOR MEMBERS

If alimited cooperative associatiog has both patron and investor members,

the following rules apply:

(1) thetotal voting power of all patrohmembers may not be less than a

majority of the entire voting power entitled to vite.

(2) action on any matter is approved only lbq the affirmative vote of at

least amajority of:

(A) al members voting at the meeting unless mor&than amajority is

required by Articles4, 12, 15, and 16 of thistitle or the orqan%‘(uls; and

(B) votes cast by patron members unless the organic rul

equire a

larger affirmative vote by patron members.
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voles that must be cast by investor members to approve the matter.

8 5]AMANNER OF VOTING

(&) Un the organic rules otherwise provide, voting by a proxy at a

members n&i ng is prohibited. This subsection does not prohibit delegate

voting based orﬁ»&ri ct or class.

(b) If voting by aNroxy is permitted, a patron member may appoint only

another patron member aSa proxy and, if investor members are permitted, an

investor member may appo}\onlv another investor member as a proxy.

(c) The organic rules may pkvi de for the manner of and provisions

governing the appointment of a prox

(d) The organic rules may provi de}owotinq on any question by ballot

delivered by mail or voting by other means\n questions that are subject to

vote by members.

§516. ACTION WITHOUT A MEETING

(a) Unlessthe organic rules require that action bet only at amembers

meeting, any action that may be taken by the members mayNoe taken without a

meeting if each member entitled to vote on the action consen%o arecord to

the action.

(b) Consent under subsection (a) of this section may be withdrawn Ry a

member in arecord at any time before the limited cooperative association
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\(c) Consent to any action may specify the effective date or time of the

action®

§517. DISTRICTS AND DELEGATES; CLASSES OF MEMBERS

(a) The%anic rules may provide for the formation of geographic districts

of patron member's and:

(1) for the conduct of patron member meetings by district and the

election of directors at th& meetings; or

(2) that districts mavXect district del egates to represent and vote for the

districts at members meetings.

(b) A delegate €lected under subdivision (a)(2) of this section has one vote

unless voting power is otherwise allocatdd by the organic rules.

(c) The organic rules may provide for th&establishment of classes of

members, for the preferences, rights, and li migons of the classes, and:

(1) for the conduct of members meetings by &l asses and the el ection of

directors at the meetings; or

(2) that classes may el ect class delegates to represent\and vote for the

classesin members meetings.

(d) A delegate elected under subdivision (c)(2) of this section h&s one vote

unless voting power is otherwise allocated by the organic rules.
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§601. MEMBER'SINTEREST

A\\ember’ sinterest:

(1) s personal property;

(2) conNists of:

(A) gova&rnance rights;

(B) financid\rights; and

(C) theright or §bligation, if any, to do business with the limited

cooperative association; and

(3) may bein certificated & uncertificated form.

§602. PATRON AND INVESTCh/I EMBERS INTERESTS

(8) Unless the organic rules establ g{nvestor members' interests, a

member’ sinterest is a patron member’s int .

(b) Unless the organic rules otherwise pro%, if alimited cooperative

association has investor members, whilea person%a member of the

association, the person:

(1) if admitted as a patron member, remains a patron\nember;

(2) if admitted as an investor member, remains an invegs: member; and

(3)_if admitted as a patron member and an investor membeﬁemaj nsa

patron and an investor member if not dissociated in one of the capacés.
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\(a) The provisions relating to the transferability of amember’sinterest are

subjecito Title 9A.

(b) U the organic rules otherwise provide, a member’s interest other

than fi nancé(i ghtsis not transferable.

(c) Unless atransfer isrestricted or prohibited by the organic rules, a

member may transfer\its financial rightsin the limited cooperative association.

(d) Theterms of any riction on transferability of financial rights must

be:

(1) set forth in the organickules and the member records of the

association; and

(2) conspicuoudly noted on any cextificates evidencing a member’s

interest.

(e) A transferee of amember’sfinancia rights, to the extent the rights are

transferred, has the right to share in the allocati on\o\profits or losses and to

receive the distributions to the member transferring thqterest to the same

extent as the transferring member.

(f) A transferee of amember’sfinancia rights does not becdme a member

upon transfer of the rights unless the transferee is admitted as a mekber by the

limited cooperative association.
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uny¥ler this section until the association has notice of the transfer.

(M transfer of amember’sfinancial rightsin violation of arestriction on

transfer tained in the organic rulesis ineffective as to a person having

notice of th&ariction at the time of transfer.

§ 604. SECURN INTEREST AND SET-OFF

(a) A member or sferee may create an enforceable security interest in

itsfinancia rightsin ah\lted cooperative associ ation.

(b) Unlessthe organic h&s otherwise provide, a member may not create an

enforceable security interest in the member’s governance rightsin alimited

cooperative association.

(c) The organic rules may provide that alimited cooperative association

has a security interest in the financial ri qhésf amember to secure payment of

any indebtedness or other obligation of the m er to the association. A

security interest provided for in the organic rulesémforceable under and

governed by Article 9 of Title 9A.

(d) Unless the organic rules otherwise provide, amem

may not compel

the limited cooperative association to offset financial rights aq&nst any

i ndebtedness or obligation owed to the association.
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OR TRANSFEREE

(2) \On application by ajudgment creditor of a member or transferee, a

court m%ta acharging order against the financia rights of the judgment

debtor for t%nsatisfied amount of the judgment. A charging order issued

under this subsection constitutes a lien on the judgment debtor’ s financial

rights and requires thlimited cooperative association to pay over to the

creditor or receiver to the\extent necessary to satisfy the judgment any

distribution that would oths(ise be paid to the judgment debtor.

(b) To the extent necessary to\effectuate the collection of distributions

pursuant to a charging order under stbsection (a) of this section, the court may:

(1) appoint areceiver of the shaéof the distributions due or to become

due to the judgment debtor under the iudq%nt debtor’ s financial rights, with

the power to make all inquiries the judgment dedtor might have made; and

(2) make all other orders that the ci rcumstaéﬁs of the case may require

to give effect to the charging order.

(c) Upon ashowing that distributions under a charging 6tder will not pay

the judgment debt within areasonable time, the court may fo&ose thelien

and order the sae of the financial rights. The purchaser at the fo&osure sale

obtains only the financial rights that are subject to the charging order, does not

thereby become a member, and is subject to section 603 of this title.
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transferee whose financial rights are subject to a charging order under

subgm on (a) of this section may extinguish the charging order by satisfying

thej udc%nt and filing a certified copy of the satisfaction with the court that

issued the cksgi ng order.

(e) At any timy before sale pursuant to aforeclosure, the limited

cooperative associatiodn or one or more members whose financial rights are not

subject to the charging or§er may pay to the judgment creditor the full amount

due under the judgment and Succeed to the rights of the judgment creditor,

including the charging order. Ur\ess the organic rules otherwise provide, the

association may act under this subgti on only with the consent of all members

whose financia rights are not subject &he charging order.

(f) Thistitle does not deprive any memb#& or transferee of the benefit of

any exemption laws applicable to the member’ sWr transferee’ sfinancia rights.

() This section provides the exclusive remedev which a judgment

creditor of amember or transferee may satisfy the uobﬁent from the

member’s or transferee’ s financial rights.

Article 7. Marketing Contracts

§701. AUTHORITY

In this article, “marketing contract” means a contract between alim

cooperative association and another person who need not be a patron mem
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on\the person’ s behaf a specified part of the person’s products, commaodities,

or qéds exclusivaly to or through the association or any facilities furnished by

the association; or

(2) a}brizi ng the association to act for the person in any manner with

respect to the Déwcts, commodities, or goods.

§702. MARKETING CONTRACTS

(a) If amarketing coriract provides for the sale of products, commodities,

or goods to alimited coopeéﬂve association, the sale transferstitle to the

association upon delivery or at>w other specific time expressly provided by

the contract.

(b) A marketing contract may:

(1) authorize alimited cooperative ciation to create an enforceable

security interest in the products, commoditi %.\O\CIoods delivered; and

(2) dlow the association to sell the productAommodities, or goods

delivered and pay the sales price on a pooled or otherési s after deducting

salling costs, processing costs, overhead, expenses, and oth& charges.

(c) Some or al of the provisions of a marketing contract bef\een a patron

member and alimited cooperative association may be contained khe organic

rules.
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T

\The initial duration of a marketing contract may not exceed 10 years, but

the Q\tract may be self-renewing for additional periods not exceeding five

yvears each\, Unless the contract provides for another manner or time for

termination, exher party may terminate the contract by giving noticein a

record at |east 90 Yays before the end of the current term.

§ 704. REMEDIES FOR BREACH OF CONTRACT

(a2) Damages to be pal to alimited cooperative association for breach or

anticipatory repudiation ofgtuarketinq contract may be liquidated, but only at

an amount or under aformul a%( isreasonablein light of the actual or

anticipated harm caused by the br or repudiation. A provision that so

provides is not a penalty.

(b) Upon abreach of a marketing contradt, whether by anticipatory

repudiation or otherwise, alimited cooperative ciation may seek:

(1) aninjunction to prevent further breach;

(2) specific performance.

(c) Theremediesin this section are in addition to any otker remedies

available to an association under law other than thistitle.
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Article-8—Direstorsond Offieors

§\Ol. BOARD OF DIRECTORS

(a) \A limited cooperative association must have a board of directors of at

least thre&\individuals unless the association has fewer than three members. |f

the associatioN has fewer than three members, the number of directors may not

be fewer than t%umber of members.

(b) The affairs of & limited cooperative association must be managed by or

under the direction of the\board of directors. The board may adopt policies and

procedures that do not conm with the organic rules or thistitle.

(c) Anindividual isnot an t for alimited cooperative association

solely by being adirector.

§802. NOLIABILITY ASDIRECTORFOR LIMITED COOPERATIVE

ASSOCIATION’S OBLIGATION

A debt, obligation, or other liability of alimided cooperative association is

solely that of the association and is not a debt, obkmion, or liability of a

director solely by reason of being adirector. Anindividual is not personally

liable, directly or indirectly, for an obligation of an associathon solely by

reason of being adirector.

§ 803. QUALIFICATIONS OF DIRECTORS

(a) Unless the organic rules otherwise provide, and subject to subsegtion (¢)

of this section, each director of alimited cooperative association must be
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éﬁqnated by a member that is not an individual for purposes of qualifying and

serviny as adirector. Initial directors need not be members.

(b) U the organic rules otherwise provide, a director may be an officer

or empl oveé(the limited cooperative association.

(c) If the orqﬁvc rules provide for nonmember directors, the number of

nonmember directors\nay not exceed:

(1) oneif there ak(wo through four directors;

(2) twoif there are ﬂkthrouqh eight directors; or

(3) one-third of the totalx‘mber of directors if there are at least nine

directors.

(d) The organic rules may provide godlifications for directors in addition to

those in this section.

§804. ELECTION OF DIRECTORS AND CONPOSITION OF BOARD

(2) Unless the organic rules require a greater nuryber:

(1) the number of directors that must be patron bers may not be

fewer than:

(A) oneif there aretwo or three directors;

(B) two if there are four or five directors;

(C) threeif there are six through eight directors; or

(D) one-third of the directorsif there are at least nine directors;

AN
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pakkon members.

(b)\Unless the organic rules otherwise provide, if alimited cooperative

associatioN has investor members, the directors who are not elected exclusively

by patron rrbhbers are elected by the investor members.

(c) Subject toSubsection (a) of this section, the organic rules may provide

for the election of all Wr a specified number of directors by one or more

districts or classes of merybers.

(d) Subject to wbsecti% of this section, the organic rules may provide

for the nomination or election&i rectors by districts or classes, directly or by

district delegates.

(e) If aclass of members consists of & single member, the organic rules

may provide for the member to appoint adxﬁctor or directors.

(f)_Unless the organic rules otherwise providg, cumulative voting for

directors is prohibited.

() Except as otherwise provided by the organic ruleg, subsection (€) of this

section, or sections 303, 516, 517, and 809 of thistitle, m er directors must

be elected at an annual members’ meeting.

§ 805. TERM OF DIRECTOR

(2) Unless the organic rules otherwise provide and subject to subsedtions

(c) and (d) of this section and subsection 303(c) of thistitle, theterm of a
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&tion or appointment. The term of adirector may not exceed three years.

(b)\Unless the organic rules otherwise provide, a director may be red ected.

(c) Exdept as otherwise provided in subsection (d) of this section, adirector

continues t(kwe until a successor director is elected or appointed and

qualifies or the}eaor isremoved, resigns, is adjudged incompetent, or dies.

(d) _Unless the orggnic rules otherwise provide, adirector does not serve the

remainder of the directors term if the director ceases to qualify to be a

director.

§ 806. RESIGNATION OF DIRECTOR

A director may resign at any ti r%bv giving notice in arecord to the limited

cooperative association. Unless the nc&e states a later effective date, a

resignation is effective when the notice is&ived by the association.

§ 807. REMOVAL OF DIRECTOR

Unless the organic rules otherwise provide, the following rules apply:

(1) Members may remove adirector with or w%&ut cause.

(2) A member or members holding at least 10 percAof the total voting

power entitled to be voted in the election of adirector may dgand removal of

the director by one or more signed petitions submitted to the offié\of the

limited cooperative association charged with keeping its records.
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asdociation or the board of directors shall:

(A) cal aspecia meeting of members to be held not later than 90

days after xeceipt of the petition by the association; and

(B) Nail or otherwise transmit or deliver in arecord to the members

entitled to vote or\the removal and to the director to be removed notice of the

meeting which comphes with section 508 of thistitle.

(4) A director is&oved if the votes in favor of removal are egual to or

greater than the votes requﬁ to elect the director.

§ 808. SUSPENSION OF DIF&TOR BY BOARD

(a) A board of directors may su d adirector if, considering the

director’s course of conduct and the iréequacv of other available remedies,

immediate suspension is necessary for theﬁst interests of the association and

if the director is engaging or has engaged in:

(1) fraudulent conduct with respect to the iation or its members;

(2) gross abuse of the position of director;

(3)_intentional or reckless infliction of harm on the ciation; or

(4) any other behavior, act, or omission as provided b\}se organic rules.

(b) A suspension under subsection () is effective for 30 days uNess the

board of directors calls and gives notice of a special meeting of membexs for

removal of the director before the end of the 30-day period, in which case the
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§ 809.\VACANCY ON BOARD

(&) Un the organic rules otherwise provide, a vacancy on the board of

directors mb\befilled:

(D withikreasonable time by majority vote of the remaining directors

until the next annual iembers’ meeting or a special meeting of members

called to fill the vacancy;\and

(2) for the unexpi redxtm by members at the next annual members

meeting or aspecia meeting of rembers called to fill the vacancy.

(b) Unlessthe organic rules otgo/ise provide, if avacating director was

elected or appointed by a class of memks or adistrict:

(1) the new director must be of that c or district; and

(2) the selection of the director for the undxpired term must be

conducted in the same manner as would the sel ecth for that position without

avacancy.

(c) If amember appointed a vacating director, the org rules may

provide for that member to appoint a director to fill the vacanc
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\Unleﬁs the organic rules otherwise provide, the board of directors may set

the éﬁuneration of directors and of nondirector committee members

appoint nder subsection 817(a) of thistitle.

§811. MEENNNGS

(@ A board}‘di rectors shall meet at |east annually and may hold meetings

inside or outside this Yfate.

(b) Unless the organi &\rules otherwise provide, a board of directors may

permit directors to attend or\onduct board meetings through the use of any

means of communication if al I}xectors attending the meeting can

communicate with each other duringthe meeting.

§812. ACTION WITHOUT MEETIN

(8) Unless prohibited by the organic rules, any action that may be taken by

aboard of directors may be taken without a megiing if each director consents

in arecord to the action.

(b) Consent under subsection (a) of this section may\oe withdrawn by a

director in arecord at any time before the limited cooperatiwe association

receives consent from all directors.

(c) A record of consent for any action under subsection (a) of this section

may specify the effective date or time of the action.
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\(a) Unless the organic rules otherwise provide, a board of directors may

esta%sh atime, date, and place for reqular board meetings, and notice of the

time, date\pl ace, or purpose of those meetingsis not required.

(b) Unl he organic rules otherwise provide, notice of the time, date, and

place of a special Yeeting of aboard of directors must be given to all directors

at least three days befRre the meeting, the notice must contain a statement of

the purpose of the meeting, and the meeting is limited to the matters contained

in the statement.

§ 814. WAIVER OF NOTICE OF MEETING

(8) Unlessthe organic rules otr&/i se provide, a director may waive any

required notice of a meeting of the bo%of directorsin arecord before,

during, or after the meseting.

(b) Unless the organic rules otherwise provide, adirector’s participation in

ameeting is awaiver of notice of that meeting unleds:

(1) thedirector objects to the meeting at the bequnq of the meseting or

promptly upon the director’ s arrival at the meeting and doed\not thereafter vote

in favor of or otherwise assent to the action taken at the meet%g or

(2) thedirector promptly objects upon the introduction of %gmatter for

which notice under section 813 of thistitle has not been given and doed\not

thereafter vote in favor of or otherwise assent to the action taken on the maiter.
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5-816—QUORUM

\(a) Unless the articles of organization provide for a greater number, a

majory of the total number of directors specified by the organic rules

constituteSa quorum for a meeting of the directors.

(b) If a%rum of the board of directorsis present at the beginning of a

meeting, any ac%n taken by the directors present is valid even if withdrawal

of directors origi nampr&eent results in the number of directors being fewer

than the number required¥or a guorum.

(c) A director present at eeting but objecting to notice under subdivision

814(b)(1) or (2) of thistitle do;]ot count toward a quorum.

§816. VOTING

(8) Each director shall have one voteXor purposes of decisions made by the

board of directors.

(b) Unless the organic rules otherwise provide, the affirmative vote of a

majority of directors present at ameeting is requiékfor action by the board of

directors.

§817. COMMITTEES

(a) Unless the organic rules otherwise provide, a board of dixectors may

create one or more committees and appoint one or more indivi du&o serve on

acommittee.

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASPASSED THE HOUSE H.21
2011 Page 69 of 209

e on acommittee of alimited cooperative association need not be a

dire& or member.

(c) Anm\individual who is not adirector and is serving on a committee has

the same rights, duties, and obligations as a director serving on the committee.

(d) Unless th&rqani c rules otherwise provide, each committee of alimited

cooperative associatidn may exercise the powers delegated to it by the board of

directors, but acommitt&mav not:

(1) approve alocdti Aor distributions except according to aformula or

method prescribed by the board of directors;

(2) approve or proposeto m ers action requiring approval of

members; or

(3) fill vacancies on the board of diredtors or any of its committees.

§ 818. STANDARDS OF CONDUCT AND LIRBILITY

Except as otherwise provided in section 820 of thistitle:

(1) the discharge of the duties of adirector or mexber of a committee of

the board of directorsis governed by the law applicable t&'\rectors of entities

organized under Title 11A; and

(2) theliability of adirector or member of a committee of th& board of

directorsis governed by the law applicable to directors of entities organized

under Title 11A.
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S-810—COMNRHC-ORHNF=REST

\(a) The law applicable to conflicts of interest between adirector of an

enti%qrqanized under Title 11A governs conflicts of interest between a

limited comperative association and a director or member of a committee of the

board of dir Is.

(b) A director\does not have a conflict of interest under thistitle or the

organic rules solely b se the director’ s conduct relating to the duties of the

director may further the director’ s own interest.

§820. OTHER CONSI DE%\TIONS OF DIRECTORS

Unless the articles of orqanéﬂ on otherwise provide, in considering the

best interests of alimited cooperativ&association, adirector of the associ ation

in discharging the duties of director, in cenjunction with considering the

long- and short-term interest of the associati®n and its patron members, may

consider:

(1) theinterest of employees, customers, and'suppliers of the

association;

(2) theinterest of the community in which the associstion operates; and

(3) other cooperative principles and values that may be agplied in the

context of the decision.
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INFORMATION

A director or amember of a committee appointed under section 817 of this

title may dbtain, inspect, and copy all information regarding the state of

activities an}ﬂnancial condition of the limited cooperative association and

other informati%(eqardi ng the activities of the association if the information

is reasonably related ¥ the performance of the director’ s duties as director or

the committee member’ s\uties as a member of the committee. Information

obtained in accordance Wimis section may not be used in any manner that

would violate any duty of or to the association.

§822. APPOINTMENT AND AUTHIORITY OF OFFICERS

(a) A limited cooperative associatiom\as the officers:

(1) provided in the organic rules; or

(2) established by the board of directors iNa manner not inconsi stent

with the organic rules.

(b) The organic rules may designate or, if the rules dQ not designate, the

board of directors shall designate one of the association’ s}(i cersfor preparing

al records required by section 114 of thistitle and for the autk]tication of

records.

(c) Unless the organic rules otherwise provide, the board of directohs shall

appoint the officers of the limited cooperative association.
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thé\organic rules prescribe or as authorized by the board of directorsnotin a

mank inconsistent with the organic rules.

(e) Thaelection or appointment of an officer of alimited cooperative

associ ation%% not of itself create a contract between the association and the

officer.

(f)_Unless the organic rules otherwise provide, an individual may

simultaneously hold m&than one officein alimited cooperati ve association.

§ 823. RESIGNATION A& REMOVAL OF OFFICERS

(@) The board of directors r%x remove an officer at any time with or

without cause.

(b) An officer of alimited cooperatiV association may resign at any time

by giving notice in arecord to the associ aIB\. Unless the notice specifies a

later time, the resignation is effective when the Noticeis given.

Article9. Indemnificath

§901. INDEMNIFICATION

(a) Indemnification of an individual who has incurred ligbility or is a party,

or is threatened to be made a party, to litigation because of tf&e(formance of

aduty to, or activity on behalf of, alimited cooperative associ atio\n'\s governed

by Title 11A.
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ombehalf of any individual against liability asserted against or incurred by the

individlual to the same extent and subject to the same conditions as provided by

Title 11A.

Anicle 10. Contributions, Allocations, and Distributions

§1001. MEMBERS CONTRIBUTIONS

The organic rules Nust establish the amount, manner, or method of

determining any contribulion reguirements for members or must authorize the

board of directorsto establi§\the amount, manner, or other method of

determining any contribution red\irements for members.

§1002. CONTRIBUTION AND VALUATION

(8) Unlessthe organic rules othervé&provi de, the contributions of a

member to alimited cooperative associ atio\n(nav consist of tangible or

intangible property or other benefit to the assocition, including money, labor,

or other services performed or to be performed, pbﬂqi ssory notes, other

agreements to contribute money or property, and conAts to be performed.

(b) The receipt and acceptance of contributions and the ¥al uation of

contributions must be reflected in alimited cooperative asso%on’s records.

(c) Unless the organic rules otherwise provide, the board of diréctors shall

determine the value of a member’s contributions received or to be recelved,

and the determination by the board of directors of valuation is conclusive far
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§ 1003, CONTRIBUTION AGREEMENTS

(2) Exdept as otherwise provided in the agreement, the following rules

apply to an ent made by a person before formation of alimited

cooperative asséati on to make a contribution to the association:

(1) The aqreéﬁent isirrevocable for six months after the agreement is

signed by the person unless all parties to the agreement consent to the

revocation.

(2) If aperson does not make arequired contribution:

(A) the person is obligated\at the option of the association, once

formed, to contribute money equal to %val ue of that part of the contribution

that has not been made, and the obligation be enforced as a debt to the

association; or

(B) the association, once formed, may resdind the agreement if the

debt remains unpaid more than 20 days after the asso&ijon demands payment

from the person and, upon rescission, the person has no furtker rights or

obligations with respect to the association.

(b) Unless the organic rules or an agreement to make a contribu§jon to a

limited cooperative association otherwise provide, if a person does not Wake a

required contribution to an association, the person or the person’s estateis
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éue of the part of the contribution which has not been made.

8 1& ALLOCATIONS OF PROFITSAND LOSSES

(a) Thdorganic rules may provide for allocating profits of alimited

cooperative;soci ation among members, among persons that are not members

but conduct buA% with the association, to an unallocated account, or to any

combination thereoN nless the organic rules otherwise provide, losses of the

association must be allocated in the same proportion as profits.

(b) Unlessthe organic h&s otherwise provide, all profits and losses of a

limited cooperative associatiorNst be allocated to patron members.

(c) If alimited cooperative assochgtion has investor members, the organic

rules may not reduce the alocation toéuon members to less than 50 percent

of profits. For purposes of this subsecti on,\ie following rules apply:

(1) amounts paid or due on contracts for the delivery to the association

by patron members of products, goods, or serviceéxe not considered amounts

dlocated to patron members.

(2) amounts paid, due, or allocated to investor memb¥rs as a stated fixed

return on equity are not considered amounts allocated to inve& members.

(d) Unless prohibited by the organic rules, in determining the profits for

allocation under subsections (a), (b), and (c) of this section, the board
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actumul ate:

) an unallocated capital reserve; and

(2) nable unallocated reserves for specific purposes, including

expansion akrepl acement of capital assets; education, training, cooperative

devel opment; cé(i on and distribution of information concerning principles of

cooperation; and comunity responsibility.

(e) Subject to subse&ns (b) and (f) of this section and the organic rules,

the board of directors shall cate the amount remaining after any deduction

or setting aside of profitsfor u&ocated reserves under subsection (d) of this

(1) to patron membersin the ratio‘\of each member’ s patronage to the

total patronage of all patron members dur%\[he period for which allocations

are to be made; and

(2) toinvestor members, if any, in the ratio oN\each investor member’s

contributions to the total contributions of all investor%smbers.

(f) For purposes of allocation of profits and losses or ;cific items of

profits or losses of alimited cooperative association to memb>§ the organic

rules may establish allocation units or methods based on separate ¢ of

members or, for patron members, on class, function, division, district,
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uitable methods.

Mg

8 1(%5‘ DISTRIBUTIONS

(&) Un the organic rules otherwise provide and subject to section 1007

of thistitle,}e board of directors may authorize, and the limited cooperative

association maNe, distributions to members.

(b) Unless the orgsnic rules otherwise provide, distributions to

members

may be made in any form\including money, capital credits, allocated

patronage equities, revolvi%(und certificates, and the limited cooperative

association's own or other securiyes.

§ 1006. REDEMPTION OR REP&CHASE

Property distributed to a member b&i mited cooperative association, other

than money, may be redeemed or repurch;d as provided in the organic rules

but aredemption or repurchase may not be mad& without authorization by the

board of directors. The board may withhold authorikation for any reason in its

sole discretion. A redemption or repurchase istreated&a distribution for

purposes of section 1007 of thistitle.

§1007. LIMITATIONS ON DISTRIBUTIONS

(a) A limited cooperative association may not make a distributi

if, after

the distribution:
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inthe ordinary course of the association’s activities; or

) the association’ s assets would be less than the sum of its total

ligbilities.

(b) A limided cooperative association may base a determination that a

distributionis ré‘orohi bited under subsection (a) of this section on financia

statements prepared 0y the basis of accounting practices and principles that are

reasonabl e in the circumsiances or on afair valuation or other method that is

reasonabl e in the circumstandes.

(c) Except as otherwise proviyed in subsection (d) of this section, the effect

of adistribution allowed under subsegtion (b) of this section is measured:

(1) inthe case of distribution by pNrchase, redemption, or other

acquisition of financial rightsin the limited dpoperative association, as of the

date money or other property istransferred orébt isincurred by the

association; and

(2) in al other cases, as of the date:

(A) thedistribution is authorized, if the payment ogcurs not later than

120 days after that date; or

(B) the payment is made, if payment occurs more than 129 days after

the distribution is authorized.
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intgrest on the indebtedness is treated as a distribution, the effect of whichiis

me;\ed on the date the payment is made.

(e) FoNpurposes of this section, “distribution” does not include reasonable

amounts pa:&o amember in the ordinary course of business as payment or

compensation for'\sommodities, goods, past or present services, or reasonable

payments made in the\ordinary course of business under a bona fide retirement

or other benefits progr

§1008. LIABILITY FORNPROPER DISTRIBUTIONS; LIMITATION OF

ACTION

(a) A director who consents to a djstribution that violates section 1007 of

thistitleis personally liable to the Iiméicooperative association for the

amount of the distribution which exceeds%\amount that could have been

distributed without the violation if it is establish

that in consenting to the

distribution the director failed to comply with secti

818 or 819 of thistitle.

(b) A member or transferee of financial rights wh&\received adistribution

knowing that the distribution was made in violation of se;\n 1007 of thistitle

is personally liable to the limited cooperative association to t&xtent the

distribution exceeded the amount that should have

been properly pad.

(c) A director against whom an action is commenced under subsection (a)

of this section may:
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ion (&) of this section and compel contribution from the person; and

\\2) implead in the action any person that is liable under subsection (b) of

this secth and compel_contribution from the person in the amount the person

received aséscribed in subsection (b) of this section.

(d) An action Wnder this section is barred if it is commenced later than two

years after the distribdtion.

Article 11. Dissociation

§1101. MEMBER'S DI IATION

(a) A person hasthe power%dissoci ate as amember at any time, rightfully

or wrongfully, by express will.

(b) Unless the organic rules otherwisg provide, a member’ s dissociation

from alimited cooperative association isvkanul only if the dissociation:

(1) breaches an express provision of the dkganic rules; or

(2) occurs before the termination of the Iimﬁd cooperative association

(A) the person is expelled as a member under subdivision (d)(3) or

(4) of this section; or

(B) in the case of aperson that is not an individual, trust 6ther than a

business trust, or estate, the person is expelled or otherwise dissociat a

member because it dissolved or terminated in bad faith.
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diSsociates as amember is liable to the limited cooperative association for

damées caused by the dissociation. Theliability isin addition to any other

debt, oblidation, or liability of the person to the association.

(d Am er is dissociated from the limited cooperative association as a

member when:

(1) the associallpon receives notice in arecord of the member’s express

will to dissociate as amelber or, if the member specifiesin the notice an

effective date later than th(%@te the association received notice, on that later

date;

(2) an event stated in the orgaNic rules as causing the member’s

dissociation as a member occurs;

(3)_the member is expelled as a member under the organic rules;

(4) the member isexpelled asa membem the board of directors

because:

(A) itisunlawful to carry on the association’ tivities with the

member as a member;

(B) there has been atransfer of al the member’s finangia rightsin

the association, other than:

(i) acreation or perfection of a security interest; or
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has not been foreclosed;

(C) the member is alimited liability company, association, or

partnershily which has been dissolved, and its business is being wound up; or

(D) Ye member is acorporation or cooperative and:

(i) %lmember filed a certificate of dissolution or the eguivalent,

or the jurisdiction (%\erati on revoked the association’s charter or right to

conduct business;

(ii) the associati®dn sends a notice to the member that it will be

expeled as amember for areasqdeﬁcribed in subdivision (i) of this

subdivision (4)(D); and

(iii) not later than 90 days aKer the notice was sent under

subdivision (ii) of this subdivision (4)(D),>e member did not revoke its

certificate of dissolution or the equivalent, ork] urisdiction of formation did

not reinstate the association’ s charter or right to c&uct business; or

(E) the member isanindividual andis adj uoﬁd i ncompetent;

(5) in the case of amember who is an individual, the\ndividual dies;

(6) in the case of amember that is atrust or is acting as ember by

virtue of being atrustee of atrust, all the trust’s financial rights i%&e

association are distributed;
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intgrest in the association is distributed;

\%) in the case of amember that is not an individual, partnership, limited

liabil itv&mpanv, cooperative, corporation, trust, or estate, the member is

terminated; ol

(9) the iation’s participation in amerger if, under the plan of

merger as approved uRder Article 16 of thistitle, the member ceasesto bea

member.

§1102. EFFECT OF DI IATION ASMEMBER

(a2) Upon amember’s dissociation:

(1) subject to section 1103 o\his title, the person has no further rights

as amember; and

(2) subject to section 1103 of thisttitl d Article 16 of thistitle, any

financial rights owned by the person in the persoq’ s capacity as a member

immediately before dissociation are owned by the p&rson as atransferee.

(b) A person’sdissociation as amember does notb\tself discharge the

person from any debt, obligation, or liability to the limited dgoperative

association which the person incurred under the organic ruleﬁ,\b\( contract, or

by other means while a member.
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\Unleﬁs the organic rules provide for greater rights, if amember is

dissochated because of death or is expelled by reason of being adjudged

incomp%t, the member’s persona representative or other legal

representative\may exercise therights of atransferee of the member’sfinancial

rights and, for rhﬂos& of settling the estate of a deceased member, may

exercisethei nform%unal rights of a current member to obtain information

under section 505 of this\itle.

ticle 12. Dissolution

§1201. DISSOLUTION AND\(INDING upP

A limited cooperative association\s dissolved only as provided in this

article and upon dissol ution winds up in\ccordance with this article.

§1202. NONJUDICIAL DISSOLUTION

Except as otherwise provided in sections 1208 and 1211 of thistitle, a

limited cooperative association is dissolved and its\ctiviti% must be wound

up:

(1) upon the occurrence of an event or at atime specied in the articles

of organization;

(2) upon the action of the association’s organizers, board of djrectors, or

members under section 1204 or 1205 of thistitle; or
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) has a sole member that is a cooperative; or

( B)\\pt later than the end of the 90-day period, admits at least one

member in accordgnce with the organic rules and has at |east two members, at

least one of which is &patron member.

§1203. JUDICIAL DI LUTION

The superior court mav}$ol ve alimited cooperative association or order

any action that under the ci rcu%anc& is appropriate and eguitable:

(1) in aproceeding initiated b\the attorney general, if:

(A) the association obtai nedkarti cles of organization through fraud;

(B) the association has continued to eXgeed or abuse the authority

conferred upon it by law; or

(2) in aproceeding initiated by a member, if:

(A) thedirectors are deadlocked in the management of the

association’ s affairs, the members are unable to break the dea}mck, and

irrgparable injury to the association is occurring or isthreatened b se of the

deadl ock;
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acng, or will act in amanner that isillegal, oppressive, or fraudul ent;

(C) the members are deadlocked in voting power and have failed to

elect succ rs to directors whose terms have expired for two consecutive

periods durindwhich annual members’ meetings were held or were

to be held; or

(D) the of the association are being misapplied or wasted.

§ 1204. VOLUNTAR%ISSOL UTION BEFORE COMMENCEMENT OF

ACTIVITY

A majority of the organizers ok initial directors of alimited cooperative

association that has not yet begun business activity or the conduct of its affairs

may dissolve the association.

§1205. VOLUNTARY DISSOLUTION BX, THE BOARD AND MEMBERS

(8) Except as otherwise provided in section X204 of thistitle, for alimited

cooperative association to voluntarily dissolve:

(1) aresolution to dissolve must be approved by amajority vote of the

board of directors unless a greater percentage is required by\the organic rules;

(2) the board of directors must call a members' meeti n}h consider the

resolution, to be held not later than 90 days after adoption of

the resolution; and

(3) _the board of directors must mail or otherwise transmit or deliver
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(A) the resolution required by subdivision (1) of this subsection;

(B) arecommendation that the members vote in favor of the

resolution\or, if the board determines that because of conflict of interest or

other special dircumstances it should not make a favorable recommendation,

the basis of that dstermination; and

(C) notice okthe members meeting, which must be given in the same

manner as notice of a spesial meeting of members.

(b) Subject to subsection ¥¢) of this section, aresolution to dissolve must be

approved by:

(1) at least two-thirds of the v&ting power of members present at a

members’ meeting called under subdi\%on (a)(2) of this section; and

(2) if thelimited cooperative associatgn has investor members, at |east

amaority of the votes cast by patron members, \inless the organic rules require

agreater percentage.

(c) The organic rules may require that the percentag® of votes under

subdivision (b)(1) of thissection is:

(1) adifferent percentage that is not less than a majority §f members

voting at the meeting; or

(2) measured against the voting power of all members; or

(3) _acombination of subdivisions (1) and (2) of this subsection.
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1D

\(a) A limited cooperative association continues after dissolution only for

purrﬁes of winding up its activities.

(b) InWinding up alimited cooperative association’s activities, the board of

directors sh}\cause the association to:

(1) disch%e its liahilities, settle and close its activities, and marsha and

distribute its assets;

(2) preservethe ciation or its property as a going concern for no

more than a reasonable time;

(3) prosecute and defend agtions and proceedings;

(4) transfer association property; and

(5) perform other necessary acts.

(c) After dissolution and upon applicatioR of alimited cooperative

association, a member, or aholder of financial rights, the superior court may

order judicia supervision of the winding up of the ciation, including the

appointment of a person to wind up the association’ sé(vities, if:

(1) after areasonable time, the association has not%und up its

activities; or

(2) the applicant establishes other good cause.

(d) If aperson is appointed pursuant to subsection (c) of this sectio\to

wind up the activities of alimited cooperative association, the association 3hall
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}quani zation to reflect the appointment.

8 12\0,\ DISTRIBUTION OF ASSETSIN WINDING UP LIMITED

OOPERATIVE ASSOCIATION

(@) In wi}{mq up alimited cooperative association’ s business, the

association shalﬁoplv its assets to discharge its obligations to creditors,

including members thet are creditors. The association shall apply any

remaining assets to pay ilnmoney the net amount distributable to membersin

accordance with their ri qht>>\di stributions under subsection (b) of this section.

(b) Unless the organic rules dtherwise provide, in this subsection,

“financial interests’ means the amouRts recorded in the names of membersin

the records of alimited cooperative assojation at the time a distribution is

made, including amounts paid to become a iyember, amounts all ocated but not

distributed to members, and amounts of distrimons authorized but not yet

paid to members. Unless the organic rules othervé& provide, each member is

entitled to adistribution from the association of any r%ai ning assetsin the

proportion of the member’s financial interests to the total}wancial interests of

the members after all other obligations are satisfied.
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COOPERATIVE ASSOCIATION

(a) \Subject to subsection (d) of this section, adissolved limited cooperative

associatioN may dispose of the known claims against it by following the

procedure ihubsections (b) and (c) of this section.

(b) A dissolvey limited cooperative association may notify its known

claimants of the di tion in arecord. The notice must:

(1) specify that achaim bein arecord:;

(2) specify thei nfor&i on required to be included in the claim;

(3) provide an address to\&hi ch the claim must be sent;

(4) state the deadline for receilt of the claim, which may not be less than

120 days after the date the notice is recelNed by the claimant; and

(5) state that the claim will be barred\( not received by the deadline.

(c) A clam against adissolved limited coop&ative association is barred if

the reguirements of subsection (b) of this section %a, and:

(1) the association is not notified of the claima}E claim, in arecord, by

the deadline specified in the notice under subdivision (b)(4N\of this section;

(2) inthe case of aclaim that istimely received but rej by the

association, the claimant does not commence an action to enforcgse clam

against the association within 90 days after receipt of the notice of the

rejection; or

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASPASSED THE HOUSE H.21
2011 Page 91 of 209

thé\association within 120 days after the deadline for receipt of claims, the

cl aj%nt does not commence an action to enforce the claim against the

associ atioN;

(A) &fter the 120-day period; and

90 days after the 120-day period.

(d) Thissection not apply to a claim based on an event occurring after

the date of dissolution or®liability that is contingent on that date.

§1209. OTHER CLAIMS&GAINST DISSOLVED LIMITED

COOPERATIVE AS;CIATI ON

(a) A dissolved limited cooperat\ke association may publish notice of its

dissolution and request persons havi nq\cei ms against the association to present

them in accordance with the notice.

(b) A notice under subsection (a) of this secthon must:

(1) be published at least once in a newspaper ©f general circulation in

the county in which the dissolved limited cooperativeésociation’ s principal

officeislocated or, if the association does not have aprirbbal officein this

state, in the county in which the association’ s designated offi&s or was last

located;

(2) describe the information required to be contained in aclaim and

provide an address to which the claimis to be sent; and
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eniorce the claim is commenced not later than three years after publication of

the no\ce.

(c) If adissolved limited cooperative association publishes anoticein

accordance wikh subsection (b) of this section, the claim of each of the

following clai n%(s is barred unless the claimant commences an action to

enforce the claim not\ater than three years after the first publication date of the

notice:

(1) aclaimant that is eNtitled to but did not receive notice in arecord

under section 1208 of thistitle; and

(2) aclaimant whose claim is&ontingent or based on an event occurring

after the effective date of dissol ution.

(d) A claim not barred under this section\may be enforced:

(1) against adissolved limited cooperati v& associ ation, to the extent of

its undistributed assets; or

(2) if the association’ s assets have been distributéd in connection with

winding up the association’ s activities against a member or Yolder of financial

rights to the extent of that person’s proportionate share of the§ﬁ1 m or the

association’ s assets distributed to the person in connection with thxwi nding

up, whichever isless. The person’stotal liahility for all claims under tN s
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asyart of the winding up of the association.

§ 1210, COURT PROCEEDING

(a) Upwn application by adissolved limited cooperative association that has

published ak(i ce under section 1209 of thistitle, the superior court in the

county where the ciation’s principa officeislocated or, if the association

does not have a princhpal office in this state where its designated officein this

state is located, may deteNmine the amount and form of security to be provided

for payment of claims aqaié\the associ ation that are contingent, have not been

made known to the association, 0k are based on an event occurring after the

effective date of dissolution but that \oased on the facts known to the

association, are reasonably antici patedkarise after the effective date of

dissolution.

(b) Not later than 10 days after filing an appNcation under subsection (a) of

this section, adissolved limited cooperative assoc§'\on shall give notice of the

proceeding to each known claimant holding a conti nqé\clai m.

(c) The court may appoint arepresentativein a procee}qq brought under

this section to represent all claimants whose identities are UHAM‘I. The

dissolved limited cooperative association shall pay reasonable fees\wnd

expenses of the representative, including al reasonable attorney’s an&pert

witness fees.
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in'the amount and the form ordered by the court satisfies the association’s

obl iquns with respect to claims that are contingent, have not been made

known to ¥e association, or are based on an event occurring after the effective

date of dissok(i on, and the claims may not be enforced against a member that

received adistrk[i on.

§1211. ADMINISNTIVE DISSOLUTION

(8) The secretary of e may dissolve alimited cooperative association

administratively if the association does not:

(1) pay, not later than G%QVS after the due date, any fee, tax, or penalty

due to the secretary of state under%\ttitle; or

(2) ddiver not later than 60 daVSX(ter the due date its annual report to

the secretary of state.

(b) If the secretary of state determines that a\ground exists for dissolving a

limited cooperative association administratively, th retary of state shal file

arecord of the determination and serve the associ ation\(ith acopy of the

record.

(c) If, not later than 60 days after service of a copy of the etary of

state’ s determination under subsection (b) of this section, the ass%ation does

not correct each ground for dissolution or demonstrate to the sﬁtisfac%q of the

secretary of state that each uncorrected ground determined by the secretary\of
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gt\inistrativelv by preparing and filing a declaration of dissolution which

stat&e grounds for dissolution. The secretary of state shall serve the

associ atioN with a copy of the declaration.

(d) A Iin}hi cooperative association that has been dissolved

admini strativelv\anti nues its existence only for purposes of winding up its

activities.

(e) The administrativé\dissolution of alimited cooperative association does

not terminate the authoritvb\'ts agent for service of process.

§1212. REINSTATEMENT éLLOWING ADMINISTRATIVE

DISSOLUTION

(a) A limited cooperative association\hat has been dissolved

administratively may apply to the %cretarv\( state for reinstatement not |ater

than two years after the effective date of dissoluNon. The application must be

delivered to the secretary of state for filing and stat

(1) the name of the association and the effectivétate of its

administrative dissolution;

(2) that the grounds for dissolution either did not exist or\have been

eliminated; and

(3) _that the association’ s name satisfies the requirements of sectign 111

of thistitle.
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inNQrmation required by subsection (a) of this section and that the information

is m)&ct, the secretary of state shall:

(1) Wrepare adeclaration of reinstatement:

(2) filkhe original of the declaration; and

(3) serve akopy of the declaration on the association.

(c) When reinstat&ment under this section becomes effective, it relates back

to and takes effect as of the effective date of the administrative dissolution, and

the limited cooperative ass&alion may resume or continue its activities as if

the administrative dissolution Anot occurred.

§1213. DENIAL OF REINSTATEMENT; APPEAL

() If the secretary of state denies axwted cooperative association’'s

application for reinstatement following ad%qi strative dissolution, the

secretary of state shall prepare and file a noti céhat explains the reason for

denia and serve the association with a copy of the ngtice.

(b) Not later than 30 days after service of anotice oNdenial of

reinstatement by the secretary of state, alimited cooperativé\association may

appeal the denial by petitioning the superior court to set aside the dissol ution.

The petition must be served on the secretary of state and contai nhopv of the

secretary of state's declaration of dissolution, the association’ s applicatyon for

reinstatement, and the secretary of stat€’ s notice of denial.
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diSsolved cooperative association or may take other action the court considers

ropyiate.

§1214. NATEMENT OF DISSOLUTION

(a) A Iir%ad cooperative association that has dissolved or is about to

dissolve may d%er to the secretary of state for filing a statement of

dissolution that statesy

(1) the name of Mci ation;

(2) the date the association dissolved or will dissolve; and

(3) any other informati c%he association considers relevant.

(b) A person has notice of alimit®d cooperative association’s dissolution

on the later of:

(1) 90 days after a statement of dissolNtion is filed; or

(2) the effective date stated in the staterknt of dissolution.

§1215. STATEMENT OF TERMINATION

(a) A dissolved limited cooperative association that Ras completed winding

up may deliver to the secretary of state for filing a statemenyof termination

that states:

(1) the name of the association;

(2) the date of filing of itsinitia articles of organization; and

(3) that the association is terminated.
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limjted cooperative associ ation.

Article 13. Action By Member

§ 1301. RIVATIVE ACTION

A memb&nav maintain a derivative action to enforce aright of alimited

cooperative asséati onif:

(1) the memé\demands that the association bring an action to enforce

the right; and

(2) any of thefollowing occur:

(A) the association does not, within 90 days after the member makes

the demand, agree to bring the actiol

(B) the association notifies the\nember that it has rejected the

demand:;

(C) irreparable harm to the association\would result by waiting 90

days after the member makes the demand; or

(D) the association agrees to bring an action anded and failsto

bring the action within a reasonabl e time.

§1302. PROPER PLAINTIFF

(a) A derivative action to enforce aright of alimited cooperati

association may be maintained only by a person that:

(1) isamember or adissociated member at thetime the action is
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Seasacassdond

(A) was amember when the conduct giving rise to the action

OCCuUrred; or

) whose status as a member devolved upon the person by operation

of law or th&(qanic rules from a person that was a member at the time of the

conduct; and

(2) adeguately Yepresents the interests of the association.

(b) If the sole plaintifNin aderivative action dies while the action is

pending, the court may permN another member who meets the reguirements of

subsection (a) of this section to b substituted as plaintiff.

§ 1303. PLEADING

In aderivative action to enforce aright of alimited cooperative association,

the complaint must state:

(1) the date and content of the plaintiff’s and under subdivision

1301(1) of thistitle and the association’ s response;

(2) if 90 days have not expired since the demandNhow irreparable harm

to the association would result by waiting for the expiratiomof 90 days; and

(3)_if the association agreed to bring an action demanded\that the action

has not been brought within a reasonable time.
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\A derivative action to enforce aright of alimited cooperative association

ma\A@t be discontinued or settled without the court’s approval.

§ 1305. PROCEEDS AND EXPENSES

(a) Exce}\as otherwise provided in subsection (b) of this section:

(1) any proseeds or other benefits of aderivative action to enforce a

right of alimited cooperative association, whether by judgment, compromise,

or settlement, belong to the association and not to the plaintiff; and

(2) if the plaintiff in the derivative action receives any proceeds, the

plaintiff shall immediately remNem to the association.

(b) If aderivative action to enf&e aright of alimited cooperative

association is successful in whole or in part, the court may award the plaintiff

reasonabl e expenses, including reasonable aXorney’ s fees and costs, from the

recovery of the association.

Article 14. Foreign CooperaNves

§ 1401. GOVERNING LAW

(a) Thelaw of the state or other jurisdiction under whichaforeign

cooperative is organized governs rel ations among the members\of the foreign

cooperative and between the members and the foreign cooperative.
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besause of any difference between the law of the jurisdiction under which the

foreb\cooperative is organized and the law of this state.

(c) A Ogrtificate of authority does not authorize aforeign cooperative to

engage in any\activity or exercise any power that alimited cooperative

association mavXQt engage in or exercisein this state.

§ 1402. APPLICA}UN FOR CERTIFICATE OF AUTHORITY

(a) A foreign cooperalve may apply for a certificate of authority by

delivering an application to the secretary of state for filing. The application

must state:

(1) the name of the foreign colperative and, if the name does not

comply with section 111 of thistitle, aNternative name adopted pursuant to

section 1405 of thistitle;

(2) the name of the state or other jurisdicthon under whose law the

foreign cooperative is organized;

(3) the street address and, if different, mailing ess of the principal

office and, if the law of the jurisdiction under which the for&ign cooperativeis

organized requires the foreign cooperative to maintain anothe\\[fi cein that

jurisdiction, the street address and, if different, mailing address chqe required

office;
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ative' s designated officein this state, and the name of the foreign

coogetive’ s agent for service of process at the designated office; and

(5) Yhe name, street address and, if different, mailing address of each of

the foreign cowperative’s current directors and officers.

(b) A foreign 8poperative shall deliver with a completed application under

subsection (a) of this ion a certificate of good standing or existence or a

similar record signed by the secretary of state or other official having custody

of theforeign cooperative’subl icly filed records in the state or other

jurisdiction under whose law t&orei gn cooperative is organized.

§ 1403. ACTIVITIESNOT CONSINTUTING TRANSACTING BUSINESS

(a) Activities of aforeign cooperatkwhi ch do not constitute transacting

business in this state under this article include:

(1) maintaining, defending, and settling ak action or proceeding;

(2) holding mestings of the foreign cooperati%e’' s members or directors

Or carrying on any other activity concerning the foreiq\cooperative’ sinterna

daffairs;

(3) _maintaining accounts in financial institutions;

(4) maintaining offices or agencies for the transfer, exchange, and

registration of the foreign cooperative's own securities or maintaini n}k(uste%

or depositories with respect to those securities,
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(6) saliciting or obtaining orders, whether by mail or €l ectronic means,

employees, agents, or otherwise, if the orders require acceptance

outs de%s state before they become contracts;

(7) credting or acquiring indebtedness, mortgages, or security interests

in rea or personaproperty;

(8) securinq}collectinq debts or enforcing mortgages or other security

interests in property secuNng the debts, and holding, protecting, and

mai ntaining property so acqu\ed;

(9) conducting an isolat ansaction that is completed within 30 days

and is not onein the course of s m%\transacti ons; and

(10) transacting businessini nteéﬂate commerce.

(b) For purposes of this article, the owk\shi p in this state of

income-producing real property or tangible perssnal property, other than

property excluded under subsection (a) of this sec%(w constitutes transacting

businessin this state.

(c) This section does not apply in determining the contalts or activities that

may subject aforeign cooperative to service of process, taxatB\ or regulation

under the laws of this state other than thistitle.
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DIT\/

\Unlessthe secretary of state determines that an application for a certificate

of a&oritv does not comply with the filing requirements of thistitle, the

secretary Of state, upon payment by the foreign cooperative of al filing fees,

shall file th&pl ication, issue a certificate of authority, and send a copy of the

filed certificate,kqether with areceipt for the fees, to the foreign cooperative

Or its representative.

§ 1405. NONCOMPLY WG NAME OF FOREIGN COOPERATIVE

(a) A foreign cooperatik(vhose name does not comply with section 111 of

thistitle may not obtain a certikale of authority until it adopts, for the purpose

of transacting business in this state, 2q aternative name that complies with

section 111. A foreign cooperative that\dopts an alternative name under this

subsection and then obtains a certificate of aNthority with that name need not

also comply with chapter 15 of Title 11. After obtaining a certificate of

authority with an aternative name, aforeign coorbhﬂve’ sbusinessin this

state must be transacted under that name unI&sthefqun cooperativeis

authorized under chapter 15 of Title 11 to transact business\n this state under

another name.

(b) If aforeign cooperative authorized to transact business in this state

changes its name to one that does not comply with section 111 of thisiNle, it
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Asection (a) of this section and obtains an amended certificate of authority.

8 1& REVOCATION OF CERTIFICATE OF AUTHORITY

(a) A Ogrtificate of authority may be revoked by the secretary of statein the

manner pro%bd in subsection (b) of this section if the foreign cooperative

does not:

(1) pay, not latl than 60 days after the due date, any fee, tax, or penalty

due to the secretary of state under thistitle;

(2) ddiver, not later t 60 days after the due date, its annual report;

(3) appoint and maintain 8y agent for service of process; or

(4) ddiver for filing astater%qt of change not later than 30 days after a

change has occurred in the name of the agent or the address of the foreign

cooperative' s designated office.

(b) To revoke a certificate of authority, the Skcretary of state must filea

notice of revocation and send a copy to the foreign dgoperative' s registered

agent for service of processin this state or, if the foreb\cooperative does not

appoint and maintain an agent for service of processin tréstate, to the foreign

cooperative' s principal office. The notice must state:

(1) therevocation's effective date, which must be at |east 60\days after

the date the secretary of state sends the copy; and
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rewocation.

he authority of aforeign cooperative to transact business in this state

ceases ck\e effective date of the notice of revocation unless before that date

the foreign cogperative cures each failure to comply stated in the notice. If the

foreign cooperatiwe cures the failures, the secretary of state shall so indicate on

the filed notice.

§ 1407. CANCELLATIGN OF CERTIFICATE OF AUTHORITY; EFFECT

OF FAILURE TO\CAVE CERTIFICATE

(a) To cancedl its certificate}\authoritv, aforeign cooperative must deliver

to the secretary of state for filing aklice of cancellation. The certificateis

canceled when the notice becomes effé'\ve under section 203 of thistitle.

(b) A foreign cooperative transacting tﬁness in this state may not

maintain an action or proceeding in this state un it has a certificate of

authority.

(c) Thefailure of aforeign cooperative to have a cenificate of authority

does not impair the validity of a contract or act of the forén cooperative or

prevent the foreign cooperative from defending an action or progeeding in this

state.
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thé\foreign cooperative solely by reason of the foreign cooperative' s having

transadted business in this state without a certificate of authority.

(e) If aforeign cooperative transacts business in this state without a

certificate of\.tthoritv or cancelsits certificate, it appoints the secretary of

state asits agent fRr service of process for an action arising out of the

transaction of businesgin this state.

§1408. ACTION BY kTORNEY GENERAL

The attorney generd m%ai ntain an action to restrain aforeign

cooperative from transacting b&u&ss in this state in violation of this article.

Article 15.}\spositi on of Assets

§1501. DISPOSITION OF ASSETSNQT REQUIRING MEMBER

APPROVAL

Unless the articles of organization otherwise Wrovide, member approva

under section 1502 of thistitleis not required for)ﬂmited cooperative

association to:

(1) sdl, lease, exchange, license, or otherwise disposk of all or any part

of the assets of the association in the usual and reqular courseXkbusi ness; or

(2) mortgage, pledge, dedicate to the repayment of indebte}ﬁess, or

encumber in any way all or any part of the assets of the association whather or

not in the usual and regular course of business.
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\A sale, lease, exchange, license, or other disposition of assets of alimited

coogetive association, other than a disposition described in section 1501 of

this titlbﬁqui res approval of the association’s members under sections 1503

and 1504 of thistitleif the disposition |eaves the association without

significant contiXd ng business activity.

§1503. NOTICE AND ACTION ON DISPOSITION OF ASSETS

For alimited cooperat\/e association to dispose of assets under section 1502

of thistitle:

(1) amajority of the board\of directors, or a greater percentage if

required by the organic rules, must rove the proposed disposition; and

(2) the board of directors must cal\a members’ meeting to consider the

proposed disposition, hold the meeting no%!(er than 90 days after approval of

the proposed disposition by the board, and mail W§r otherwise transmit or

deliver in arecord to each member:

(A) theterms of the proposed disposition;

(B) arecommendation that the members approve te disposition, or if

the board determines that because of conflict of interest or othe\special

circumstances it should not make a favorable recommendation, theYasis for

that determination;
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proposed disposition to the members; and

(D) notice of the meeting at which the proposed disposition will be

considered\, which must be given in the same manner as notice of a specia

meeting of mémbers.

§ 1504, DISPO§¢ION OF ASSETS

(2) Subject to aﬁeﬁion (b) of this section, adisposition of assets under

section 1502 of thistitb’qust be approved by:

(1) atleast two-thircés( the voting power of members present at a

members’ meeting called under sybdivision 1503(2) of thistitle; and

(2) if thelimited cooperative ciation has investor members, at |east

amajority of the votes cast by patron kmbers, unless the organic rules require

agreater percentage vote by patron member

(b) The organic rules may require that the pexcentage of votes under

subdivision (a)(1) of thistitleis:

(1) adifferent percentage that is not less than a ngjority of members

voting at the meeting;

(2) measured against the voting power of all members; 0

(3) acombination of subdivisions (1) and (2) of this subsecti

(c) Subject to any contractual obligations, after a disposition of Sis

approved and at any time before the consummation of the disposition, a%\ited
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%osition or the resolution authorizing the disposition or approve

aba%&nment of the disposition:

(1) provided in the contract or the resolution; and

(2) exchot as prohibited by the resolution, with the same affirmative

vote of the board Wf directors and of the members as was required to approve

the disposition.

(d) The voting requiréments for districts, classes, or voting groups under

section 404 of thistitle appb‘(o approva of adisposition of assets under this

article.

Article 16. Cogversion and Merger

§1601. DEFINITIONS

In this article:

(1) “Constituent entity” means an entity tNat is a party to amerger.

(2) “Constituent limited cooperative associ%n” means a limited

cooperative association that is a party to a merger.

(3) “Converted entity” means the organization into wWXich a converting

entity converts pursuant to sections 1602 through 1605 of this tKle.

(4) “Converting entity” means an entity that converts into}qther entity

pursuant to sections 1602 through 1605 of thistitle.
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eniity that is alimited cooperative association.

) “Organizational documents’ means articles of incorporation, bylaws,

articl eﬁs}‘qrqanizati on, operating agreements, partnership agreements, or other

documentsg\(i ng asimilar function in the creation and governance of an

entity.

(7)_“Persona IMNbility” means personal liability for adebt, liability, or

other obligation of an enty imposed, by operation of law or otherwise, on a

person that co-owns or has a\interest in the entity:

(A) by the entity's or&lic law solely because of the person

co-owning or having an interest in the entity; or

(B) by the entity’s organizationgl documents under a provision of the

entity’ s organic law authorizing those docquents to make one or more

specified persons liable for all or specified paéof the entity’ s debts,

liabilities, and other obligations solely because th;erson Cco-owns or has an

interest in the entity.

(8) “Surviving entity” means an entity into which on&or more other

entities are merged, whether the entity existed before the merqx;‘or is created

by the merger.

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASPASSED THE HOUSE H.21
2011 Page 112 of 209

S2602—COMN-ERSION

\(a) An entity that is not alimited cooperative association may convert to a

Iimitgkcooperative association and alimited cooperative association may

convert to\an entity that is not alimited cooperative association pursuant to this

section, sec%qs 1603 through 1605 of thistitle, and aplan of conversion, if:

(1) the otheg entity’ s organic law authorizes the conversion;

(2) the conversion is not prohibited by the law of the jurisdiction that

enacted the other entity’ s\organic law; and

(3) the other entity c%\pli&swith its organic law in effecting the

conversion.

(b) A plan of conversion must be\n arecord and must include:

(1) the name and form of the en}x before conversion;

(2) the name and form of the entitv>\er conversion;

(3) theterms and conditions of the con\gq' on, including the manner and

basisfor converting interests in the converting en%\i nto any combination of

money, interests in the converted entity, and other coéﬁeration; and

(4) the organizational documents of the proposed corwerted entity.

§1603. ACTION ON PLAN OF CONVERSION BY CON\}\RTING

LIMITED COOPERATIVE ASSOCIATION

(a) For alimited cooperative association to convert to another entiti, a plan

of conversion must be approved by a majority of the board of directors, or
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%st cal amembers' meeting to consider the plan of conversion, hold the

meet}u not later than 90 days after approval of the plan by the board, and mail

or otherwise transmit or deliver in arecord to each member:

(1) trhl an, or asummary of the plan and a statement of the manner in

which a copy o%ve plan in arecord may be reasonably obtained by a member;

(2) arecommeNdation that the members approve the plan of conversion,

or if the board determinedthat because of a conflict of interest or other

circumstances it should noNe afavorable recommendation, the basis for

that determination;

(3) astatement of any conditioq of the board’ s submission of the plan of

conversion to the members; and

(4) notice of the meeting at which the\plan of conversion will be

considered, which must be given in the same maxner as notice of a specia

meeting of members.

(b) Subject to subsections (c) and (d) of this section\a plan of conversion

must be approved by:

(1) at least two-thirds of the voting power of members p tata

members’ meeting called under subsection (a) of this section; and
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amaority of the votes cast by patron members, unless the organic rules require

a qrée( percentage vote by patron members.

(c) T\h&orqanic rules may require that the percentage of votes under

subdivision (B)(1) of this section is:

(1) adifferint percentage that is not less than a majority of members

voting at the meeting;

(2) measured against the voting power of all members; or

(3) acombination of divisions (1) and (2) of this subsection.

(d) Thevote required to apprdve a plan of conversion may not be less than

the vote required for the members>\he limited cooperative association to

amend the articles of organization.

(e) Consent in arecord to aplan of convésion by amember must be

delivered to the limited cooperative association Before delivery of articles of

conversion for filing if as aresult of the conversion,Xhe member will have:

(1) persond liability for an obligation of the ass&lation; or

(2) an obligation or liability for an additional contriklion.

(f)_Subject to subsection (€) of this section and any contra&al rights, after

aconversion is approved and at any time before the effective daté( the

conversion, a converting limited cooperative association may amend aRlan of

conversion or abandon the planned conversion:

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASPASSED THE HOUSE H.21
2011 Page 115 of 209

(2) except as prohibited by the plan, by the same affirmative vote of the

board §f directors and of the members as was required to approve the plan.

(q) Th®voting requirements for districts, classes, or voting groups under

section 404 o\this title apply to approva of a conversion under this article.

§1604. FILI N&REOUIRED FOR CONVERSION; EFFECTIVE DATE

(a) After aplan of\conversion is approved:

(1 aconvationted cooperative association shall deliver to the

secretary of state for fili nq>&cl es of conversion, which must include:

(A) astatement that tk{i mited cooperative association has been

converted into another entity;

(B) the name and form of the cenverted entity and the jurisdiction of

its governing statute;

(C) the date the conversion is effective\under the governing statute of

the converted entity;

(D) astatement that the conversion was appro as required by this

(E) astatement that the conversion was approved as raquired by the

governing statute of the converted entity; and

(F) if the converted entity is an entity organized in ajurisdictign other

than this state and is not authorized to transact business in this state, the st
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é&e may use for purposes of section 120 of thistitle; and

) if the converting entity is not a converting limited cooperative

associ atk\ the converting entity shall deliver to the secretary of state for filing

articles of cbsnizati on, which must include, in addition to the information

required by sectiog 302 of thistitle:

(A) astat t that the association was converted from another

entity;

(B) the name and foxm of the converting entity and the jurisdiction of

its governing statute; and

(C) astatement that the corwersion was approved in a manner that

complied with the converting entity’ sqxxerni ng statute.

(b) A conversion becomes effective:

(1) if the converted entity is alimited cooRerative association, when the

articles of conversion take effect pursuant to subse&on 203(c) of thistitle; or

(2) if the converted entity is not alimited coop&(ive association, as

provided by the governing statute of the converted entity.

§ 1605. EFFECT OF CONVERSION

(a) An entity that has been converted pursuant to this articleisyr all

purposes the same entity that existed before the conversion and is not ayaew

entity but, after conversion, is organized under the organic law of the
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swerted entity.

(b)\When a conversion takes effect under this article:

(1) W property owned by the converting entity remains vested in the

converted entNy;

(2) dl debt¥, liabilities, and other obligations of the converting entity

continue as obligationg of the converted entity;

(3) an action or proceeding pending by or against the converting entity

may be continued asif the&versi on had not occurred:;

(4) except as prohibited bwother law, al the rights, privileges,

immunities, powers, and purposes of\the converting entity remain vested in the

converted entity;

(5) except as otherwise provided in the plan of conversion, the terms and

conditions of the plan of conversion take effect;\and

(6) except as otherwise provided in the pl a%( conversion, the

conversion does not dissolve a converting limited coop\(ative association for

purposes of Article 12 of thistitle.

(c) A converted entity that is an entity organized under the 'gws of a

jurisdiction other than this state consents to the jurisdiction of th;&urts of this

state to enforce any obligation owed by the converting limited cooperaive

association if, before the conversion, the converting limited cooperative
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A&tv that is an entity organized under the laws of ajurisdiction other than this

state aRd not authorized to transact business in this state appoints the secretary

of state as\ts agent for service of process for purposes of enforcing an

obligation l%e( this subsection. Service on the secretary of state under this

subsectionis mée in the same manner and with the same conseguences as

under subsections 1%&) and (d) of thistitle.

§ 1606. MERGER

(a) One or more limited cRoperative associations may merge with one or

more other entities pursuant to this article and a plan of merger if:

(1) the governing statute of of the other entities authorizes the

merger,;

(2) the merger is not prohibited by thé\law of ajurisdiction that enacted

any of those governing statutes; and

(3) _each of the other entities complies with it&governing statute in

effecting the merger.

(b) A plan of merger must bein arecord and must incl

(1) the name and form of each constituent entity;

(2) the name and form of the surviving entity and, if the surnving entity

isto be created by the merger, a statement to that effect;
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is for converting the interests in each constituent entity into any

comBqation of money, interests in the surviving entity, and other

surviving entity is to be created by the merger, the surviving

entity’ s organi z}onal documents;

(5) if the sur%(nq entity is not to be created by the merger, any

amendments to be made By the merger to the surviving entity’ s organizational

documents; and

(6) if amember of a constRuent limited cooperative association will

have persond liability with respect t&a surviving entity, the identity of the

member by descriptive class or other r nable manner.

§1607. NOTICE AND ACTION ON PLAN. OF MERGER BY

CONSTITUENT LIMITED COOPERATIVE ASSOCIATION

(a) For alimited cooperative association to m% with another entity, a

plan of merger must be approved by a majority vote (}kue board of directors or

agreater percentage if required by the association’ s organic\Nul es.

(b) The board of directors shall call amembers meeting &pnsi der aplan

of merger approved by the board, hold the meeting not |ater than&\davs after

approval of the plan by the board, and mail or otherwise transmit or delver in

arecord to each member:
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(2) ® recommendation that the members approve the plan of merger, or

if the board dé&termines that because of conflict of interest or other special

circumstances ﬁqoul d not make a favorable recommendation, the basis for

that determination;

(3) astatement of any condition of the board’ s submission of the plan of

merger to the members; and

(4) notice of the meeting aiwhich the plan of merger will be considered,

which must be given in the same makner as notice of a special meeting of

members.

§ 1608. APPROVAL OR ABANDONMENY OF MERGER BY MEMBERS

(a) Subject to subsections (b) and (c) of th&di on, aplan of merger must

be approved by:

(1) at least two-thirds of the voting power of m ers present a a

members’ meeting called under subsection 1607(b) of this t\le; and

(2) if thelimited cooperative association has investor rémbers, at least

amajority of the votes cast by patron members, unless the orqanbvl esrequire

agreater percentage vote by patron members.
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suldivision (a)(1) of this sectioniis:

) adifferent percentage that is not less than amajority of members

voting at the meeting;

(2) m red against the voting power of al members; or

(3) acor%nation of subdivisions (1) and (2) of this subsection.

(c) The vote requiked to approve a plan of merger may not be less than the

vote required for them ers of the limited cooperative association to amend

the articles of organization.

(d) Consentin arecord to a phan of merger by a member must be delivered

to the limited cooperative associatio\before delivery of articles of merger for

filing pursuant to section 1609 of this%e if as aresult of the merger, the

member will have:

(1) personal liability for an obligation of e association; or

(2) an obligation or liability for an additi vontribution.

() Subject to subsection (d) of this section and anx)ntractual rights, after

amerger is approved, and at any time before the effectivekﬁe of the merger, a

limited cooperative association that is a party to the merger mawapprove an

amendment to the plan of merger or approve abandonment of the%enned

merger:

(1) as provided in the plan; and

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASPASSED THE HOUSE H.21
2011 Page 122 of 209

dboard of directors and of the members as was required to approve the plan.

(f) Y he voting requirements for districts, classes, or voting groups under

Secti on4§4 of thistitle apply to approval of a merger under this article.

§ 1609. FI }‘{GS REQUIRED FOR MERGER; EFFECTIVE DATE

(a) After each\¢onstituent entity has approved a merger, articles of merger

must be signed on beNalf of each constituent entity by an authorized

representative.

(b) The articles of merg ust include:

(1) the name and form oﬁach constituent entity and the jurisdiction of

its governing statute;

(2) the name and form of the survling entity, the jurisdiction of its

governing statute, and, if the surviving entit\is created by the merger, a

statement to that effect;

(3) the date the merger is effective under the §overning statute of the

surviving entity;

(4) if the surviving entity is to be created by the merger and:

(A) will be alimited cooperative association, the Iir}gd cooperative

association’ s articles of organization; or

(B) will be an entity other than alimited cooperative associathon, the

organizational document that creates the entity:;
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prévided for in the plan of merger to the organizational document that created

the en\ty;

(6) W statement as to each constituent entity that the merger was

approved askqui red by the entity’ s governing statute;

(7) if thek(vivi ng entity is afore gn organization not authorized to

transact business in this state, the street address and, if different, mailing

address of an office Wr%uhe secretary of state may use for the purposes of

section 120 of thistitle; and

(8) any additional informaion required by the governing statute of any

constituent entity.

(c) Each limited cooperative associahon that is a party to a merger shall

deliver the articles of merger to the secretar\\of state for filing.

(d) A merger becomes effective under this aNicle:

(1) if the surviving entity isalimited coope&ve association, upon the

| atter of:

(A) compliance with subsection (c) of this section\or

(B) subject to subsection 203(c) of thistitle, as spec}ed inthe

articles of merger; or

(2) if the surviving entity is not a limited cooperative association, as

provided by the governing statute of the surviving entity.

VT LEG 261787.1



10

11

12

13

14

15

16

17

18

19

20

BILL ASPASSED THE HOUSE H.21
2011 Page 124 of 209

S1610—mRRRC-OR-MERCER

\(a) When amerger becomes effective:

) the surviving entity continues or comes into existence;

(2) h constituent entity that merges into the surviving entity ceases to

exist as a sepakate entity;

(3) dl Dréertv owned by each constituent entity that ceases to exist

vests in the surviving\entity:;

(4) al debts, liabilNies, and other obligations of each constituent entity

that ceases to exist conti nue\s obligations of the surviving entity;

(5) an action or proceedin®pending by or against any constituent entity

that ceases to exist may be continu if the merger had not occurred;

(6) except as prohibited by law otRer than thistitle, al rights, privileges,

immunities, powers, and purposes of eachkostituent entity that ceases to exist

vest in the surviving entity;

(7) except as otherwise provided in the plan 0§ merger, the terms and

conditions of the plan take effect;

(8) except as otherwise provided in the plan of merge, if amerging

limited cooperative association ceases to exist, the merger doé\wot dissolve

the association for purposes of Article 12 of thistitle;

(9) if the surviving entity is created by the merger and:
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kome effective; or

(B) isan entity other than alimited cooperative association, the

organizatignal document that creates the entity becomes effective; and

(10) hﬁe surviving entity is not created by the merger, any

amendments m by the articles of merger for the organizational documents

of the surviving en%\become effective.

(b) A surviving entity\that is an entity organized under the laws of a

jurisdiction other than thi séle consents to the jurisdiction of the courts of this

state to enforce any obligation o by the constituent entity if, before the

merger, the constituent entity was sulyject to suit in this state on the obligation.

A surviving entity that is an entity organkzed under the laws of ajurisdiction

other than this state and not authorized to%&act businessin this state

appoints the secretary of state as its agent for ice of process for purposes of

enforcing an obligation under this subsection. Se%te on the secretary of state

under this subsection is made in the same manner and wth the same

conseguences as in subsections 120(c) and (d) of thistitle.

§1611. CONSOLIDATION

(a) Constituent entities that are limited cooperative associations\or foreign

cooperatives may agree to call amerger a consolidation under this article.
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tithe apply equally to mergers that the constituent entities choose to call

congﬁdati ons under subsection (a) of this section.

§ 1612. TICLE NOT EXCLUSIVE

This arti&does not prohibit alimited cooperative association from being

converted or mer under law other than thistitle.

rticle 17. Miscellaneous Provisions

§1701. UNIFORMIT%FAPPLICATION AND CONSTRUCTION

In applying and construkthis uniform act, consideration must be given to

the need to promote uniformitv\kthe law with respect to its subject matter

among states that enact it.

§1702. RELATION TO ELECTRONIG SIGNATURES IN GLOBAL AND

NATIONAL COMMERCE ACT

Thistitle modifies, limits, or supersedes the federal Electronic Signaturesin

Global and National Commerce Act, 15 U.S.C. \on 7001 et seq., but does

not modify, limit, or supersede Section 101(c) of that>,\. 15 U.S.C. Section

7001(c) or authorize electronic delivery of any of the notices described in

Section 103(b) of that act, 15 U.S.C. Section 7003(b).

§1703. SAVINGS CLAUSE

Thistitle does not affect an action or proceeding commenced, or rigRt

accrued, before the effective date.
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his fitle shall take off

Sec. 1. Title 11C isadded to read:
TITLE 11C. MUTUAL BENEFIT ENTERPRISES
Article1. General Provisions

8§101. SHORTTITLE
Thistitle may be cited as the Mutual Benefit Enterprise Act.
8102. DEFINITIONS
For purposes of thistitle, the following words have the foll owing meanings:

(1) “Articles of organization” means the articles of organization of a
mutual benefit enterprise required by section 302 of this title. The term
includes the articles as amended or restated.

(2) “Board of directors’ means the board of directors of a mutual
benefit enterprise.

(3) “Bylaws’ means the bylaws of a mutual benefit enterprise. Theterm
includes the bylaws as amended or restated.

(4) “ Certificate of authority” means a certificate issued by the secretary
of state for a foreign enterprise to transact businessin this state.

(5) “ Contribution,” except as used in subsection 1008(c) of this title,
means a benefit that a person provides to a mutual benefit enterprise to
become or remain a member or in the person’'s capacity as a member.

(6) “ Cooperative” means an entity organized under any cooperative
law of any jurisdiction.

(7)  “Designated office’” means the office that a mutual benefit
enterprise or a foreign enterprise is required to designate and maintain under
subdivision 117(a)(1) of thistitle.

(8) “Director” means a director of a mutual benefit enterprise.

(9) “Distribution,” except as used in subsection 1007(e) of this title,
means a transfer of money or other property from a mutual benefit enterprise
to a member because of the member’s financial rights or to a transferee of a
member’ s financial rights.

(10) “ Entity” means a person other than an individual.
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(11) “Financial right” means the right to participate in allocations and
distributions as provided in Articles 10 and 12 of this title but does not include
rights or obligations under a marketing contract governed by Article 7 of this
title.

(12) “Foreign enterprise’ means an entity organized in a jurisdiction
other than this state under a law similar to thistitle.

(13) “ Governance right” means the right to participate in governance
of a mutual benefit enterprise.

(14) “Investor member” means a member that has made a contribution
to a mutual benefit enterprise and:

(A) isnot required by the organic rules to conduct patronage with the
enterprise in the member’s capacity as an investor member in order to receive
the member’ sinterest; or

(B) is not permitted by the organic rules to conduct patronage with
the enterprise in the member’s capacity as an investor member in order to
receive the member’ sinterest.

(15) “ Mutual benefit enterprise’” means an enterprise organized under
thistitle.

(16) “Member” means a person that is admitted as a patron member or
investor member or both in a mutual benefit enterprise. The term does not
include a person that has dissociated as a member.

(17) “Member's interest” means the interest of a patron member or
investor member under section 601 of thistitle.

(18) “Members meeting” means an annual members meeting or
special meeting of members.

(19) “Organic law” means the statute providing for the creation of an
entity or principally governing its internal affairs.

(20) “ Organic rules’ means the articles of organization and bylaws of a
mutual benefit enterprise.

(21) “Organizer” means an individual who signs the initial articles of
organization.

(22) “ Patron member” means a member that has made a contribution to
a mutual benefit enterprise and:

(A) isreguired by the organic rules to conduct patronage with the
enterprise in the member’s capacity as a patron member in order to receive the
member’sinterest; or
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(B) is permitted by the organic rules to conduct patronage with the
enterprisein the member’s capacity as a patron member in order to receive the
member’s interest.

(23) “Patronage’” means business transactions between a mutual
benefit enterprise and a person which entitle the person to receive financial
rights based on the value or quantity of business done between the enterprise
and the person.

(24) “Person” means an individual; corporation; business trust;
cooperative, estate; trust’ partnership; limited partnership; limited liability
company; mutual benefit enterprise; joint venture, association; public
corporation; government or governmental subdivision, agency, or
instrumentality; or any other legal or commercial entity.

(25) “Principal office” means the principal executive office of a mutual
benefit enterprise or foreign enterprise, whether or not in this state.

(26) “ Record,” used as a noun, means information that isinscribed on a
tangible medium or that is stored in an electronic or other medium and is
retrievable in perceivable form.

(27) “Required information” means the information a mutual benefit
enterpriseisrequired to maintain under section 114 of thistitle.

(28) “Sagn” means, with present intent to authenticate or adopt a
record:

(A) to execute or adopt a tangible symbol; or

(B) to attach to or logically associate with the record an electronic
symbol, sound, or process.

(29) “Sate” means a state of the United Sates, the District of
Columbia, Puerto Rico, the United Sates Virgin Islands, or any territory or
insular possession subject to the jurisdiction of the United Sates.

(30) “Transfer” includes an assignment, conveyance, deed, bill of sale,
lease, mortgage, security interest, encumbrance, gift, and transfer by operation
of law.

(31) “Voting group” means any combination of one or more voting
membersin one or more districts or classes that under the organic rules or this
title are entitled to vote and can be counted together collectively on a matter at
amembers meeting.

(32) “ Voting member” means a member that, under the organic law or
organic rules, has a right to vote on matters subject to vote by members under
the organic law or organic rules.
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(33) “ Voting power” means the total current power of members to vote
on a particular matter for which a vote may or isto be taken.

§ 103. MUTUAL BENEFIT ENTERPRISE SUBJECT TO AMENDMENT OR
REPEAL

A mutual benefit enterprise governed by this title is subject to any
amendment or repeal.

§ 104. NATURE OF MUTUAL BENEFIT ENTERPRISE

(a) A mutual benefit enterprise organized under thistitle is an autonomous,
unincorporated association of persons united to meet their mutual interests
through a jointly owned enterprise primarily controlled by those persons,
which permits combining:

(1) ownership, financing, and receipt of benefits by the members for
whose interests the enterpriseis formed; and

(2) separate investments in the enterprise by members who may receive
returns on their investments and a share of control.

(b) The fact that a mutual benefit enterprise does not have one or more of
the characteristics described in subsection (a) of this section does not alone
prevent the enterprise from being formed under and governed by this title nor
doesit alone provide a basis for an action against the enterprise.

8§ 105. PURPOSE AND DURATION OF MUTUAL BENEFIT
ENTERPRISE
(a) A mutual benefit enterpriseis an entity distinct from its members.

(b) A mutual benefit enterprise may be organized for any lawful purpose,
whether or not for profit.

(c) Unless the articles of organization state a term for a mutual benefit
enterprise’ s existence, the enterprise has perpetual duration.

§ 106. POWERS

A mutual benefit enterprise may sue and be sued in its own name and do all
things necessary or convenient to carry on its activities. An enterprise may
maintain an action against a member for harm caused to the enterprise by the
member’s violation of a duty to the enterprise or of the organic laws or

organic rules.
8 107. GOVERNING LAW

The law of this state governs:

(1) theinternal affairs of a mutual benefit enterprise; and
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(2) the liability of a member as member and a director as director for
the debts, obligations, or other liabilities of a mutual benefit enterprise.

§ 108. SUPPLEMENTAL PRINCIPLES OF LAW

Unless displaced by particular provisions, the principles of law and eguity
supplement thistitle.

§ 109. REQUIREMENTS OF OTHER LAWS

(a) This title does not alter or amend any law that governs the licensing
and regulation of an individual or entity in carrying on a specific business or
profession even if that law permits the business or profession to be conducted
by a mutual benefit enterprise, a foreign enterprise, or a member of either.

(b) A mutual benefit enterprise may not conduct an activity that, under [aw
of this state other than this title, may be conducted only by an entity that meets
specific requirements for the internal affairs of that entity unless the organic
rules of the enterprise conform to those requirements.

(c) If an activity of a mutual benefit enterprise is within the scope of the
Uniform Common Interest Ownership Act, the requirements of the Uniform
Common Interest Ownership Act apply, even if thereis a conflicting provision
in thistitle.

§110. RELATION TO RESTRAINT OF TRADE AND ANTITRUST LAWS

To the extent that a mutual benefit enterprise or activities conducted by the
enterprise in this state meet the material requirements for other cooperatives
entitled to an exemption from or immunity under any provision of the restraint
of trade or antitrust laws of this state, the enterprise and its activities are
entitled to the exemption or immunity. This section does not create any new
exemption or immunity for an enterprise or affect any exemption or immunity
provided to a cooperative organized under any other law.

§111. NAME

(a) The name of a mutual benefit enterprise shall contain the words
“mutual benefit _enterprise” or the abbreviation “M.B.E.” or “ MBE.”
“Mutual” may be abbreviated as “ Mut.” “ Benefit” may be abbreviated as
“Ben.” “Enterprise’” may be abbreviated as* Ent.”

(b) Unless otherwise provided in this title, a mutual benefit enterprise may
apply to the secretary of state for authorization to use a name under the
procedures and subject to the rules for associations of individuals set forth in
chapter 15 of Title 11.

§112. RESERVATION OF NAME
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(a) A person may reserve the exclusive use of the name of a mutual benefit
enterprise, including a fictitious name for a foreign enterprise whose name is
not available under section 111 of thistitle, by delivering an application to the
secretary of state for filing. The application shall set forth the name and
address of the applicant and the name proposed to be reserved. If the
secretary of state finds that the name applied for is available under section 111
of this title, the secretary of state shall reserve the name for the applicant’s
exclusive use for a nonrenewable period of 120 days.

(b) A person who has reserved a name for a mutual benefit enterprise may
transfer the reservation to another person by delivering to the secretary of
state a signed notice of the transfer which states the name, street address, and,
if different, the mailing address of the transferee. |f the person is an organizer
of the enterprise and the name of the enterprise is the same as the reserved
name, the delivery of articles of organization for filing by the secretary of state
is atransfer by the person to the enterprise.

§ 113. EFFECT OF ORGANIC RULES

(a) _The relations between a mutual benefit enterprise and its members are
consensual. Unless required, limited, or prohibited by this title, the organic
rules may provide for any matter concerning the relations among the members
of the enterprise and between the members and the enterprise, the activities of
the enterprise, and the conduct of its activities.

(b) The matters referred to in subdivisions (1) through (12) of this
subsection may be varied only in the articles of organization. The articles
may:

(1) state a term of existence for the enterprise under subsection 105(c)
of thistitle;

(2) limit or eliminate the acceptance of new or additional members by
theinitial board of directors under subsection 303(b) of thistitle;

(3) vary the limitations on the obligations and liability of members for
enterprise obligations under section 504 of thistitle;

(4) require a notice of an annual members' meeting to state a purpose of
the meeting under subsection 508(b) of thistitle;

(5) vary the board of directors meeting guorum under subsection 815(a)
of thistitle;

(6) vary the matters the board of directors may consider in making a
decision under section 820 of thistitle;

(7) specify causes of dissolution under subdivision 1202(1) of thistitle;
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(8) delegate amendment of the bylaws to the board of directors pursuant
to subsection 405(f) of thistitle:

(9) provide for member approval of asset dispositions under section
1501 of thistitle;

(10) subject to section 820 of this title, provide for the elimination or
limitation of liability of a director to the enterprise or its members for money
damages pursuant to section 818 of thistitle;

(11) provide for permitting or making obligatory indemnification under
subsection 901(a) of thistitle; and

(12) provide for any matters that may be contained in the organic rules,
including those under subsection (c) of this section.

(c) The matters referred to in subdivisions (1) through (25) of this
subsection may be varied only in the organic rules. The organic rules may:

(1) reguire more information to be maintained under section 114 of this
title or provided to members under subsection 505(k) of thisttitle:

(2) provide restrictions on transactions between a member and an
enterprise under section 115 of thistitle;

(3) provide for the percentage and manner of voting on amendments to
the organic rules by district, class, or voting group under subsection 404(a) of
thistitle;

(4) provide for the percentage vote required to amend the bylaws
concerning the admission of new members under subdivision 405(e)(5) of this
title;

(5) provide for terms and conditions to become a member under section
502 of thistitle;

(6) restrict the manner of conducting members meetings under
subsections 506(c) and 507(e) of thistitle;

(7)  designate the presiding officer of members meetings under
subsections 506(e) and 507(q) of thistitle;

(8) require a statement of purpose in the annual meeting notice under
subsection 508(b) of thistitle;

(9) increase quorum reguirements for members meetings under_section
510 of thistitle and board of directors meetings under section 815 of this title;

(10) allocate voting power among members, including patron members
and investor members, and provide for the manner of member voting and
action as permitted by sections 511 through 517 of thistitle;
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(11) authorize investor members and expand or restrict the
transferability of members interests to the extent provided in sections 602
through 604 of thistitle;

(12) provide for enforcement of a marketing contract under subsection
704(a) of thistitle;

(13) provide for qualification, election, terms, removal, filling
vacancies, and member approval for compensation of directors in accordance
with sections 803 through 805, 807, 809, and 810 of thistitle;

(14) restrict the manner of conducting board meetings and taking action
without a meeting under sections 811 and 812 of thistitle;

(15) provide for frequency, location, notice, and waivers of notice for
board meetings under sections 813 and 814 of thistitle;

(16) increase the percentage of votes necessary for board action under
subsection 816(b) of thistitle;

(17) provide for the creation of committees of the board of directors and
matters related to the committees in accordance with section 817 of thistitle;

(18) provide for officers and their appointment, designation, and
authority under section 822 of thistitle;

(19) provide for forms and values of contributions under section 1002 of
thistitle;

(20) provide for remedies for failure to make a contribution under
subsection 1003(b) of thistitle;

(21) provide for the allocation of profits and losses of the enterprise,
distributions, and the redemption or repurchase of distributed property other
than money in accordance with sections 1004 through 1007 of thistitle;

(22) specify when a member’ s dissociation is wrongful and the liability
incurred by the dissociating member for damage to the enterprise under
subsections 1101(b) and (c) of thistitle;

(23) provide the personal representative or other legal representative of
a deceased member or a member adjudged incompetent with additional rights
under section 1103 of thistitle;

(24) increase the percentage of votes required for board of director
approval of:
(A) aresolution to dissolve under subdivision 1205(a)(1) of thistitle;

(B) a proposed amendment to the organic rules under subdivision
402(a)(1) of thistitle;
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(C) aplan of conversion under subsection 1603(a) of thistitle;

(D) aplan of merger under subsection 1607(a) of thistitle; and

(E) a proposed disposition of assets under subsection 1503(1) of this
title; and

(25) vary the percentage of votes required for members approval of:

(A) aresolution to dissolve under section 1205 of thistitle;

(B) an amendment to the organic rules under section 405 of thistitle;

(C) aplan of conversion under section 1603 of thistitle;

(D) aplan of merger under section 1608 of thistitle; and
(E) adisposition of assets under section 1504 of this title.

(d) The organic rules shall address members contributions pursuant to
section 1001 of thistitle.

§114. REQUIRED INFORMATION

(a) Subject to subsection (b) of this section, a mutual benefit enterprise
shall maintain in a record available at its principal office:

(1) alist containing the name, last known street address and, if different,
mailing address, and term of office of each director and officer;

(2) the initial articles of organization and all amendments to and
restatements of the articles, together with a signed copy of any power of
attorney under which any article, amendment, or restatement has been signed;

(3) the initial bylaws and all amendments to and restatements of the
bylaws,

(4) all filed articles of merger and statements of conversion;

(5) all financial statements of the enterprise for the six most recent
years,

(6) the six most recent annual reports delivered by the enterprise to the
secretary of state;

(7) the minutes of members’ meetings for the six most recent years;

(8) evidence of all actions taken by members without a meeting for the
SIX Most recent years;
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(9) alist containing:

(A) the name, in alphabetical order, and last known street address
and, if different, mailing address of each patron member and each investor
member; and

(B) if the enterprise has districts or classes of members, information
from which each current member in a district or class may be identified;

(10) the federal income tax returns, any state and local income tax
returns, and any tax reports of the enterprise for the six most recent years;

(11) accounting records maintained by the enterprise in the ordinary
course of its operations for the six most recent years;

(12) the minutes of directors’ meetings for the six most recent years;

(13) evidence of all actions taken by directors without a meeting for the
SiX most recent years;

(14) the amount of money contributed and agreed to be contributed by
each member;

(15) a description and statement of the agreed value of contributions
other than money made and agreed to be made by each member;

(16) the times at which or events on the happening of which any
additional contribution isto be made by each member;

(17) for each member, a description and statement of the member’s
interest or information from which the description and statement can be
derived; and

(18) all communications concerning the enterprise made in a record to
all members or to all members in a district or class for the six most recent

years.

(b) If a mutual benefit enterprise has existed for less than the period for
which records shall be maintained under subsection (a) of this section, the
period for which records shall be kept is the period of the enterprise’s
existence.

(c) Theorganic rules may reguire that mor e information be maintained.

§ 115. BUSINESS TRANSACTIONS OF MEMBER WTH MUTUAL
BENEFIT ENTERPRISE

Subject to sections 818 and 819-819c of this title and except as otherwise
provided in the organic rules or a specific contract relating to a transaction, a
member may lend money to and transact other business with a mutual benefit
enterprise in the same manner as a person who is not a member.
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§116. DUAL CAPACITY

A person may have a patron member’s interest and an investor member’s
interest in a mutual benefit enterprise. When such person acts as a patron
member, the person is subject to this title and the organic rules governing
patron members. When such person acts as an investor member, the personis
subject to thistitle and the organic rules governing investor members.

§117. DESGNATED OFFICE AND AGENT FOR SERVICE OF
PROCESS

(a) A mutual benefit enterprise or a foreign enterprise that has a certificate
of authority under section 1404 of this title shall designate and continuously
maintain in this state:

(1) an office, as its designated office, which need not be a place of the
enterprise’ s or foreign enterprise’ s activity in this state; and

(2) an agent for service of process at the designated office.

(b) An agent for service of process of a mutual benefit enterprise or foreign
enterprise shall be an individual who is a resident of this state or an entity that
is authorized to do business in this state.

§ 118. CHANGE OF DESIGNATED OFFICE OR AGENT FOR SERVICE OF
PROCESS

(a) Except as otherwise provided in subsection 207(e) of this title, to
change its designated office, its agent for service of process, or the street
address or, if different, mailing address of its principal office, a mutual benefit
enterprise shall deliver to the secretary of state for filing a statement of change

containing:
(1) the name of the mutual benefit enterprise;

(2) the street address and, if different, mailing address of its designated
office;

(3) if the designated office is to be changed, the street address and, if
different, mailing address of the new designated office;

(4) the name of its agent for service of process; and

(5) if the agent for service of process is to be changed, the name of the
new agent.

(b) Except as otherwise provided in subsection 207(e) of this title, to
change its agent for service of process, the address of its designated office, or
the street address or, if different, mailing address of its principal office, a
foreign enterprise shall deliver to the secretary of state for filing a statement of
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change containing:

(1) the name of the foreign enterprise;

(2) the name, street address and, if different, mailing address of its
designated office;

(3) if the current agent for service of process or an address of the
designated office is to be changed, the new infor mation;

(4) the street address and, if different, the mailing address of its
principal office; and

(5) if the street address or, if different, the mailing address of its
principal office is to be changed, the street address and, if different, the
mailing address of the new principal office.

(c) Except as otherwise provided in section 204 of this title, a statement of
change is effective when filed by the secretary of state.

§119. RESGNATION OF AGENT FOR SERVICE OF PROCESS

(@) To resign as an agent for service of process of a mutual benefit
enterprise or foreign enterprise, the agent shall deliver to the secretary of state
for filing a statement of resignation containing the name of the agent and the
name of the enterprise or foreign enterprise.

(b) After recelving a statement of resignation under subsection (a) of this
section, the secretary of state shall file it and mail or otherwise provide or
deliver a copy to the mutual benefit enterprise or foreign enterprise at its
principal office.

(c) _An agency for service of process of a mutual benefit enterprise or
foreign enterprise terminates on the earlier of:

(1) the 31st day after the secretary of state files a statement of
resignation under subsection (b) of this section; or

(2) when a record designating a new agent for service of process is
delivered to the secretary of state for filing on behalf of the enterprise or
foreign enter prise and becomes effective.

§ 120. SERVICE OF PROCESS

(a) An agent for service of process appointed by a mutual benefit enterprise
or _foreign enterprise is an agent of the enterprise or foreign enterprise for
service of process, notice, or a demand required or permitted by law to be
served upon the enterprise or foreign enterprise.

(b) If a mutual benefit enterprise or foreign enterprise does not appoint or
maintain an agent for service of process in this state or the agent for service of
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process cannot with reasonable diligence be found at the address of the
designated office on file with the secretary of state, the secretary of state is an
agent of the enterprise or foreign enterprise upon which process, notice, or a
demand may be served.

(c) Service of process, notice, or a demand on the secretary of state as
agent of a mutual benefit enterprise or foreign enterprise may be made by
delivering to the secretary of state two copies of the process, notice, or
demand. The secretary of state shall forward one copy by registered or
certified mail, return receipt requested, to the enterprise or foreign enterprise
at its principal office.

(d) Serviceis effected under subsection (c) of this section on the earliest of:

(1) the date the mutual benefit enterprise or foreign enterprise receives
the process, notice, or demand;

(2) the date shown on the return receipt, if signed on behalf of the
enterprise or foreign enterprise; or

(3) five days after the process, notice, or demand is deposited by the
secretary of state for delivery by the United Sates Postal Service, if postage is
prepaid to the address of the principal office on file with the secretary of state.

(e) The secretary of state shall keep a record of each process, notice, and
demand served pursuant to this section and record the time of and the action
taken regarding the service.

(f) _This section does not affect the right to serve process, notice, or a
demand in any other manner provided by law.

Article 2. Filing and Annual Reports

§ 201. SIGNING OF RECORDS DELIVERED FOR FILING TO SECRETARY
OF STATE

(a) A record delivered to the secretary of state for filing pursuant to this
title shall be signed as follows:

(1) The initial articles of organization shall be signed by at least one
organizer.

(2) A statement of cancellation under subsection 302(d) of this title shall
be signed by at |east one organizer.

(3) Except as otherwise provided in subdivision (4) of this subsection, a
record signed on behalf of an existing mutual benefit enterprise shall be signed

by an officer.
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(4) A record filed on behalf of a dissolved enterprise shall be signed by
a person winding up activities under section 1206 of this title or a person
appointed under section 1206 to wind up those activities.

(5) Any other record shall be signed by the person on whose behalf the
record is delivered to the secretary of state.

(b) Any record to be signed under this title may be signed by an authorized
agent.

§202. SGNING AND FILING OF RECORDS PURSUANT TO JUDICIAL
ORDER

(a) If a person required by this title to sign or deliver a record to the
secretary of state for filing does not do so, the superior court of the county of
the mutual benefit_enterprise’s principal office or the foreign enterprise’'s
registered office, upon petition of an aggrieved person, may order:

(1) the person to sign the record and deliver it to the secretary of state
for filing; or
(2) delivery of the unsigned record to the secretary of state for filing.

(b) An aggrieved person under subsection (a) of this section, other than the
mutual benefit enterprise or foreign enterprise to which the record pertains,
shall make the enterprise or foreign enterprise a party to the action brought to
obtain the order.

(c) An unsigned record filed pursuant to this section is effective.

§ 203. DELIVERY TO AND FILING OF RECORDS BY SECRETARY OF
STATE; EFFECTIVE TIME AND DATE

(a) A record authorized or required by this title to be delivered to the
secretary of state for filing shall be captioned to describe the record’ s purpose,
be in a medium and format permitted by the secretary of state, and be
delivered to the secretary of state. If the filing fees have been paid and unless
the secretary of state determines that the record does not comply with the filing
requirements, the secretary of state shall file the record and send a copy of the
filed record and a receipt for the fees to the person on whose behalf the record
was filed.

(b) The secretary of state, upon reguest and payment of the required fee,
shall furnish a certified copy of any record filed by the secretary of state under
thistitle to the person making the request.

(c) Except as otherwise provided in sections 118 and 204 of this title, a
record delivered to the secretary of state for filing under this title may specify
an effective time and a delayed effective date that may include an effective time
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on that date. Except as otherwise provided in sections 118 and 204 of this
title, a record filed by the secretary of state under thistitleis effective:

(1) if therecord does not specify an effective time and does not specify a
delayed effective date, on the date and at the time the record is filed as
evidenced by the secretary of state's endorsement of the date and time on the
record;

(2) if the record specifies an effective time but not a delayed effective
date, on the date the record is filed at the time specified in the record:;

(3) _if the record specifies a delayed effective date but not an effective
time, at 12:01 a.m. on the earlier of:

(A) the specified date; or
(B) the 90th day after the record isfiled; or

(4) if the record specifies an effective time and a delayed effective date,
at the specified time on the earlier of:

(A) the specified date; or
(B) the 90th day after the record isfiled.
8§ 204. CORRECTING FILED RECORD

(a) A mutual benefit enterprise or foreign enterprise may deliver to the
secretary of state for filing a statement of correction to correct a record
previously delivered by the enterprise or foreign enterprise to the secretary of
state and filed by the secretary of state if, at the time of filing, the record
contained inaccurate information or was defectively signed.

(b) A statement of correction may not state a delayed effective date and
shall:

(1) describe the record to be corrected, including itsfiling date, or have
attached a copy of the record asfiled;

(2) specify the inaccurate information and the reason it is inaccur ate or
the manner in which the signing was defective; and

(3) correct the inaccurate information or defective signature.

(c) When filed by the secretary of state, a statement of correction is
effective:

(1) when filed as to persons relying on the inaccurate information or
defective signature before its correction and adversely affected by the
correction; and
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(2) asto all other persons, retroactively as of the effective date and time
of the record the statement corr ects.

§205. LIABILITY FORINACCURATE INFORMATION IN FILED
RECORD

If a record delivered to the secretary of state for filing under this title and
filed by the secretary of state contains inaccurate information, a person that
suffers a loss by reliance on the information may recover damages for the loss
from a person that signed the record or caused another to sign it on the
person’s behalf and knew at the time the record was signed that the
information was inaccurate.

§ 206. CERTIFICATE OF GOOD STANDING OR AUTHORIZATION

(a) The secretary of state, upon reguest and payment of the required fee,
shall furnish any person that requests it a certificate of good standing for a
mutual benefit enterprise if the records filed in the office of the secretary of
state show that the secretary of state has filed the enterprise's articles of
organization, that the enterprise isin good standing, and that the secretary of
state has not filed a statement of termination.

(b) The secretary of state, upon request and payment of the required fee,
shall furnish to any person that requests it a certificate of authority for a
foreign enterprise if the records filed in the office of the secretary of state show
that the secretary of state has filed the foreign enterprise’s certificate of
authority, has not revoked nor has reason to revoke the certificate of authority,
and has not filed a notice of cancellation.

(c) Subject to any exceptions stated in the certificate, a certificate of good
standing or authority issued by the secretary of state establishes conclusively
that the mutual benefit enterprise or foreign enterprise isin good standing or
is authorized to transact businessin this state.

§ 207. ANNUAL REPORT FOR SECRETARY OF STATE

(a) A mutual benefit enterprise or foreign enterprise authorized to transact
business in this state shall deliver to the secretary of state for filing an annual
report that states:

(1) the name of the enterprise or foreign enterprise;

(2)  the street address and, if different, mailing address of the
enterprise’s or foreign enterprise’ s designated office and the name of its agent
for service of process at the designated office;

(3) the street address and, if different, mailing address of the
enterprise’ sor foreign enterprise’ s principal office; and
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(4) in the case of a foreign enterprise, the state or other jurisdiction
under whose law the foreign enterprise is formed and any alternative name
adopted under section 1405 of thistitle.

(b) Information in an annual report shall be current as of the date the
report is delivered to the secretary of state.

(c) The first annual report shall be delivered to the secretary of state
between January 1 and April 1 of the year following the calendar year in
which the mutual benefit enterprise is formed or the foreign enterprise is
authorized to transact business in this state. An annual report shall be
delivered to the secretary of state within two and one-half months after the
expiration of the mutual benefit enterprise’s fiscal year.

(d) _If an annual report does not contain the information required by
subsection (a) of this section, the secretary of state shall promptly notify the
reporting mutual benefit enterprise or foreign enterprise and return the report
for correction. If thereport is corrected to contain the information required by
subsection (a) of this section and delivered to the secretary of state not |ater
than 30 days after the date of the notice from the secretary of state, it is timely
delivered.

(e) If afiled annual report contains an address of the designated office, the
name of the agent for service of process, or address of the principal office
which differs from the information shown in the records of the secretary of
state immediately before the filing, the differing information in the annual
report is considered a statement of change.

(f) If a mutual benefit enterprise fails to deliver an annual report under this
section, the secretary of state may proceed under section 1211 of this title to
dissolve the enterprise administratively.

(q) If a foreign enterprise fails to deliver an annual report under this
section, the secretary of state may revoke the certificate of authority of the

enterprise.
8§ 208. FILING FEES

The filing fees for records filed under this article by the secretary of state
are the same as those set forth for a limited liability company under 11 V.SA.

§ 3013.

Article 3. Formation and Initial Articles of Organization of Mutual Benefit
Enterprise

8 301. ORGANIZERS
A mutual benefit enterprise shall be organized by one or more organizers.
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§ 302. FORMATION OF MUTUAL BENEFIT ENTERPRISE; ARTICLES OF
ORGANIZATION

(a) To forma mutual benefit enterprise, an organizer of the enterprise shall
deliver articles of organization to the secretary of state for filing. The articles
shall state:

(1) the name of the enterprise;

(2) the purposes for which the enterpriseis formed;

(3) the street address and, if different, mailing address of the
enterprise’s initial designated office and the name of the enterprise’s initial
agent for service of process at the designated office;

(4) the street address and, if different, mailing address of the initial
principal office;

(5) the name and street address and, if different, mailing address of
each organizer; and

(6) theterm for which the enterpriseisto exist if other than perpetual.

(b) Subject to subsection 113(a) of this title, articles of organization may
contain any other provisions in addition to those required by subsection (a) of
this section.

(c) A mutual benefit enterpriseis formed after articles of organization that
substantially comply with subsection (a) of this section are delivered to the
secretary of state, are filed, and become effective under subsection 203(c) of
thistitle.

(d) If articles of organization filed by the secretary of state provide for a
delayed effective date, a mutual benefit enterprise is not formed if, before the
articles take effect, an organizer signs and delivers to the secretary of state for
filing a statement of cancellation.

8 303. ORGANIZATION OF MUTUAL BENEFIT ENTERPRISE
(a) After a mutual benefit enterpriseis formed:

(1) if initial directors are named in the articles of organization, the
initial directors shall hold an organizational meeting to adopt initial bylaws
and carry on any other business necessary or proper to complete the
organization of the enterprise; or

(2) if initial directors are not named in the articles of organization, the
organizers shall designate the initial directors and call a meeting of the initial
directors to adopt initial bylaws and carry on any other business necessary or
proper to complete the or ganization of the enterprise.
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(b) Unless the articles of organization otherwise provide, the initial
directors may cause the mutual benefit enterprise to accept members,
including those necessary for the enterprise to begin business.

(c) Initial directors need not be members.

(d) Aninitial director serves until a successor is elected and qualified at a
members  meeting or the director is removed, resigns, is adjudged
incompetent, or dies.

§ 304. BYLAWS

(a) Bylaws shall be in a record and, if not stated in the articles of
organization, shall include:

(1) a statement of the capital structure of the mutual benefit enterprise,
including:
(A) the classes or other types of members interests and relative

rights, preferences, and restrictions granted to or imposed upon each class or
other type of member’sinterest; and

(B) therightsto sharein profits or distributions of the enterprise;

(2) a statement of the method for admission of members;

(3) a statement designating voting and other governance rights,
including which members have voting power and any restriction on voting

power;

(4) a statement that a member’s interest is transferable if it is to be
transferable and a statement of the conditions upon which it may be
transferred;

(5) a statement concerning the manner in which profits and losses are
allocated and distributions are made among patron members and, if investor
members are authorized, the manner in which profits and losses are allocated
and how distributions are made among investor members and between patron
members and investor members;

(6) a statement concerning:

(A) whether persons who are not members but who conduct business
with the enterprise may be permitted to share in allocations of profits and
losses and receive distributions; and

(B) the manner in which profits and losses are allocated and
distributions are made with respect to those persons; and

(7) a statement of the number and terms of directors or the method by
which the number and terms are deter mined.
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(b) Subject to subsection 113(c) of this title and the articles of
organization, bylaws may contain any other provision for managing and
regulating the affairs of the enterprise.

(c) In addition to amendments permitted under Article 4 of this title, the
initial board of directors may amend the bylaws by a majority vote of the
directors at any time befor e the admission of members.

Article4. Amendment of Organic Rules of Mutual Benefit Enterprise
8401. AUTHORITY TO AMEND ORGANIC RULES

(a) A mutual benefit enterprise may amend its organic rules under this
article for any lawful purpose. In addition, the initial board of directors may
amend the bylaws of an enterprise under section 304 of thistitle.

(b) Unless the organic rules otherwise provide, a member does not have a
vested property right resulting from any provision in the organic rules,
including a provision relating to the management, control, capital structure,
distribution, entitlement, purpose, or duration of the mutual benefit enterprise.

§402. NOTICE AND ACTION ON AMENDMENT OF ORGANIC RULES

(a) Except as provided in subsections 401(a) and 405(f) of this title, the
organic rules of a mutual benefit enterprise may be amended only at a
members meeting. An amendment may be proposed by either:

(1) a majority of the board of directors or a greater percentage if
required by the organic rules; or

(2) one or more petitions signed by at least 10 percent of the patron
members or at least 10 percent of the investor members.

(b) The board of directors shall call a members meeting to consider an
amendment proposed pursuant to subsection (a) of this section. The meeting
shall be held not later than 90 days following the proposal of the amendment
by the board or receipt of a petition. The board shall mail or otherwise
transmit or deliver in arecord to each member:

(1) the proposed amendment or a summary of the proposed amendment
and a statement of the manner in which a copy of the amendment in a record
may be reasonably obtained by a member;

(2) a recommendation that the members approve the amendment or, if
the board determines that because of conflict of interest or other special
circumstances it should not make a favorable recommendation, the basis for
that determination;

(3) a statement of any condition of the board’s submission of the
amendment to the members; and
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(4) notice of the meeting at which the proposed amendment will be
considered, which shall be given in the same manner as notice for a special
meeting of members.

8§ 403. METHOD OF VOTING ON AMENDMENT OF ORGANIC RULES

(a) A substantive change to a proposed amendment of the organic rules
may not be made at the members’ meeting at which a vote on the amendment
OCCUrS.

(b) A nonsubstantive change to a proposed amendment of the organic rules
may be made at the members meeting at which the vote on the amendment
occurs and need not be separately voted upon by the board of directors.

(c) A vote to adopt a nonsubstantive change to a proposed amendment to
the organic rules shall be by the same percentage of votes as is required to
pass a proposed amendment.

§404. VOTING BY DISTRICT, CLASS, OR VOTING GROUP

(a) This section applies if the organic rules provide for voting by district or
class or if there is one or more identifiable voting groups that a proposed
amendment to the organic rules would affect differently from other members
with respect to matters identified in subdivisions 405(e)(1) through (5) of this
title. Approval of the amendment requires the same percentage of votes of the
members of that district, class, or voting group required in sections 405 and
514 of thistitle.

(b) If a proposed amendment to the organic rules would affect membersin
two or more districts or classes entitled to vote separately under subsection (a)
of this section in the same or a substantially similar way, the districts or
classes affected shall vote as a single voting group unless the organic rules
otherwise provide for separate voting.

§ 405. APPROVAL OF AMENDMENT

(a) Subject to section 404 of this title and subsections (c) and (d) of this
section, an amendment to the articles of organization shall be approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under section 402 of thistitle; and

(2) if the mutual benefit enterprise has investor members, at least a
majority of the votes cast by patron members, unless the organic rules require
agreater percentage vote by patron members.

(b) Subject to section 404 of this title and subsections (c), (d), (), and (f) of
this section, an amendment to the bylaws shall be approved by:
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(1) at least a majority vote of the voting power of all members present at
a members meeting called under section 402 of this title, unless the organic
rulesrequire a greater percentage; and

(2) if a mutual benefit enterprise has investor members, a majority of the
votes cast by patron members, unless the organic rules require a larger
affirmative vote by patron members.

(c) The organic rules may reguire that the percentage of votes under
subdivision (a)(1) or (b)(1) of this section be:

(1) a different percentage that is not less than a majority of members
voting at the meeting;

(2) measured against the voting power of all members; or

(3) a combination of subdivisions (1) and (2) of this subsection.

(d) Consent in a record by a member shall be delivered to a mutual benefit
enterprise before delivery of an amendment to the articles of organization or
restated articles of organization for filing pursuant to section 407 of thistitleiif
as a result of the amendment the member will have:

(1) personal liability for an obligation of the enterprise; or

(2) an obligation or liability for an additional contribution.

(e) The vote reguired to amend bylaws shall satisfy the requirements of
subsection (a) of this section if the proposed amendment modifies:

(1) the equity capital structure of the mutual benefit enterprise,
including the rights of the enterprise€s members to share in profits or
distributions or the relative rights, preferences, and restrictions granted to or
imposed upon one or_more districts, classes, or voting groups of similarly
situated members;

(2) thetransferability of a member’sinterest;

(3) the manner or method of allocation of profits or losses among
members,

(4) the quorum for a meeting and the rights of voting and governance;

or

(5) unless otherwise provided in the organic rules, the terms for
admission of new members.

(f) Except for the matters described in subsection (e) of this section, the
articles of organization may delegate amendment of all or a part of the bylaws
to the board of directors without requiring member approval.

(q) If the articles of organization delegate amendment of bylaws to the
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board of directors, the board shall provide a description of any amendment of
the bylaws made by the board to the members in a record not later than 30
days after the amendment, but the description may be provided at the next
annual members’ meeting if the meeting is held within the 30-day period.

§ 406. RESTATED ARTICLES OF ORGANIZATION

A mutual benefit enterprise, by the affirmative vote of a majority of the
board of directors taken at a meeting for which the purpose is stated in the
notice of the meeting, may adopt restated articles of organization that contain
the original articles as previously amended. Restated articles may contain
amendments if the restated articles are adopted in the same manner and with
the same vote as required for amendments to the articles under subsection
405(a) of this title. Upon filing, restated articles supersede the existing
articles and all amendments.

§ 407. AMENDMENT OR RESTATEMENT OF ARTICLES OF
ORGANIZATION; FILING

(a) To amend its articles of organization, a mutual benefit enterprise shall
deliver to the secretary of state for filing an amendment of the articles or
restated articles of organization or articles of conversion or merger pursuant
to Article 16 of this title which contain one or more amendments of the articles
of organization stating:

(1) the name of the enterprise;

(2) thedate of filing of the enterprise sinitial articles; and

(3) the changes the amendment makes to the articles as most recently
amended or restated.

(b) Before the beginning of the initial meeting of the board of directors, an
organizer who knows that information in the filed articles of organization was
inaccurate when the articles were filed or has become inaccurate due to
changed circumstances shall promptly:

(1) causethe articles to be amended; or

(2) if appropriate, deliver an amendment to the secretary of state for
filing pursuant to section 203 of thistitle.

(c) If restated articles of organization are adopted, the restated articles
may be delivered to the secretary of state for filing in the same manner as an
amendment.

(d) Upon filing, an amendment of the articles of organization or other
record containing an amendment of the articles which has been properly
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adopted by the members is effective as provided in subsection 203(c) of this
title.

Article5. Members

§501. MEMBERS

To begin business, a mutual benefit enterprise shall have at |east two patron
member s unless the sole member is a cooper ative.

8§ 502. BECOMING A MEMBER
A person becomes a member:

(1) asprovidedintheorganicrules;

(2) asthe result of a merger or conversion under Article 16 of this title;

(3) with the consent of all the members.
8§ 503. NO POWER ASMEMBER TO BIND ENTERPRISE

A member solely by reason of being a member may not act for or bind the
mutual benefit enterprise.

§504. NO LIABILITY ASMEMBER FOR ENTERPRISE'S
OBLIGATIONS

Unless the articles of organization otherwise provide, a debt, obligation, or
other liability of a mutual benefit enterpriseis solely that of the enterprise and
is not the debt, obligation, or liability of a member solely by reason of being a
member.

§505. RIGHT OF MEMBER AND FORMER MEMBER TO
INFORMATION

(a) Not later than 10 business days after receipt of a demand made in a
record, a mutual benefit enterprise shall permit a member to obtain, inspect,
and copy in the enterprise's principal office required information listed in
subdivisions 114(a)(1) through (8) of this title during regular business hours.
A member need not have any particular purpose for seeking the information.
The enterprise is not required to provide the same information listed in
subdivisions 114(a)(2) through (8) of this title to the same member more than
once during a six-month period.

(b) _On demand made in a record received by the mutual benefit enterprise,
a member may obtain, inspect, and copy in the enterprise’s principal office
required information listed in subdivisions 114(a)(9), (10), (12), (13), (16),
and (18) of thistitle during regular business hoursif:
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(1) the member seeks the information in good faith and for a proper
pur pose reasonably related to the member’ s interest;

(2) the demand includes a description with reasonable particularity of
the infor mation sought and the purpose for seeking the information;

(3) the information sought is directly connected to the member’s
purpose; and
(4) the demand isreasonable.

(c) Not later than 10 business days after receipt of a demand pursuant to
subsection (b) of this section, a mutual benefit enterprise shall provide, in a
record, the following information to the member that made the demand:

(1) if the enterprise agrees to provide the demanded infor mation:

(A) what information the enterprise will provide in response to the
demand; and

(B) a reasonable time and place at which the enterprise will provide
the information; or

(2) if the enterprise declines to provide some or all of the demanded
information, the enterprise' s reasons for declining.

(d) A person dissociated as a member may obtain, inspect, and copy
information available to a member under subsection (a) or (b) of this section
by delivering a demand in a record to the mutual benefit enterprise in the same
manner_and subject to the same conditions applicable to a member under
subsection (b) of this section if:

(1) theinformation pertains to the period during which the person was a
member in the enterprise; and

(2) the person seeks the information in good faith.

(e) A mutual benefit enterprise shall respond to a demand made pursuant
to subsection (d) of this section in the manner provided in subsection (c) of this
section.

() Not later than 10 business days after receipt by a mutual benefit
enterprise of a demand made by a member in a record but not more often than
once in a six-month period, the enterprise shall deliver to the member a record
stating the information with respect to the member required by subdivision
114(a)(17) of thistitle.

() A mutual benefit enterprise may impose reasonable restrictions,
including nondisclosure restrictions, on the use of information obtained under
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this section. In a dispute concerning the reasonableness of a restriction under
this subsection, the enterprise has the burden of proving reasonableness.

(h) A mutual benefit enterprise may charge a person that makes a demand
under this section reasonable costs of copying, limited to the costs of labor and
material.

(i) A person who may obtain information under this section may obtain the
information through an attorney or other agent. A restriction imposed on the
person under subsection (qg) of this section or by the organic rules applies to
the attorney or other agent.

(i) Therights stated in this section do not extend to a person as transferee.

(k) The organic rules may require a mutual benefit enterprise to provide
more information than required by this section and may establish conditions
and procedures for providing the infor mation.

§ 506. ANNUAL MEETING OF MEMBERS

(a) Members shall meet annually at a time provided in the organic rules or
set by the board of directors not inconsistent with the organic rules.

(b) An annual members meeting may be held inside or outside this state at
the place stated in the organic rules or selected by the board of directors not
inconsistent with the organic rules.

(c) Unless the organic rules otherwise provide, members may attend or
conduct an annual members meeting through any means of communication if
all members attending the meeting can communicate with each other during

the meeting.
(d) The board of directors shall report or cause to be reported at the

enterprise’s annual members’ meeting the enterprise' s business and financial
condition as of the close of the most recent fiscal year.

(e) Unless the organic rules otherwise provide, the board of directors shall
designate the presiding officer of the enterprise’ s annual members meeting.

(f) Failure to hold an annual members meeting does not affect the validity
of any action by the mutual benefit enterprise.

8 507. SPECIAL MEETING OF MEMBERS
(a) A special meeting of members may be called only:

(1) asprovided in the organic rules;

(2) by a majority vote of the board of directors on a proposal stating the
pur pose of the meeting;

VT LEG 261787.1



BILL ASPASSED THE HOUSE H.21
2011 Page 153 of 209

(3) by demand in a record signed by members holding at least 20
percent of the voting power of the persons in any district or class entitled to
vote on the matter that is the purpose of the meeting stated in the demand; or

(4) by demand in a record signed by members holding at least 10
percent of the total voting power of all the persons entitled to vote on the
matter that is the purpose of the meeting stated in the demand.

(b) A demand under subdivision (a)(3) or (4) of this section shall be
submitted to the officer of the mutual benefit enterprise charged with keeping
its records.

(c) Any voting member may withdraw its demand under subdivision (a)(3)
or (4) of this section before receipt by the mutual benefit enterprise of demands
sufficient to require a special meeting of members.

(d) A special meeting of members may be held inside or outside this state at
the place stated in the organic rules or selected by the board of directors not
inconsistent with the organic rules.

(e) Unless the organic rules otherwise provide, members may attend or
conduct a special meeting of members through the use of any means of
communication if all members attending the meeting can communicate with
each other during the meeting.

(f) Only business within the purpose or purposes stated in the notice of a
special meeting of members may be conducted at the meseting.

(g) _Unless the organic rules otherwise provide, the presiding officer of a
special meeting of members shall be designated by the board of directors.

§508. NOTICE OF MEMBERS MEETING

(a) A mutual benefit enterprise shall notify each member of the time, date,
and place of a members’ meeting at least 15 and not more than 60 days before

the meeting.

(b) Unless the articles of organization otherwise provide, notice of an
annual members’ meeting need not include any purpose of the meeting.

(c) Notice of a special meeting of members shall include each purpose of
the meeting as contained in the demand under subdivision 507(a)(3) or (4) of
this title or as voted upon by the board of directors under subdivision
507(a)(2) of thistitle.

(d) Notice of a members meeting shall be given in a record unless oral
notice is reasonable under the circumstances.
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§ 509. WAIVER OF MEMBERS MEETING NOTICE

(a) A member may waive notice of a members' meeting before, during, or
after the meeting.

(b) A member’s participation in a members’ meeting is a waiver of notice
of that meeting unless the member objects to the meeting at the beginning of
the meeting or promptly upon the member’s arrival at the meeting and does
not thereafter vote for or assent to action taken at the meeting.

§510. QUORUM OF MEMBERS

Unless the organic rules otherwise require a greater number of members or
percentage of the voting power, the voting member or members present at a
members meeting constitute a guor um.

§511. VOTING BY PATRON MEMBERS

Except as provided by subsection 512(a) of this title, each patron member
has one vote. The organic rules may allocate voting power among patron
members as provided in subsection 512(a) of thistitle.

§512. DETERMINATION OF VOTING POWER OF PATRON MEMBER

(a) The organic rules may allocate voting power among patron members
on the basis of one or a combination of the following:

(1) one member, one vote;

(2) useor patronage;

3 uity; or
(4) if a patron member is a cooperative, the number of its patron
members.

(b) The organic rules may provide for the allocation of patron member
voting power by districts or class or any combination thereof.

§513. VOTING BY INVESTOR MEMBERS

If the organic rules provide for investor members, each investor member
has one vote unless the organic rules otherwise provide. The organic rules
may provide for the allocation of investor member voting power by class,
classes, or any combination of classes.

§ 514. VOTING REQUIREMENTS FOR MEMBERS

If a mutual benefit enterprise has both patron and investor members, the
following rules apply:

(1) the total voting power of all patron members may not be less than a
majority of the entire voting power entitled to vote.
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(2) action on any matter is approved only upon the affir mative vote of at
least a majority of:

(A) all members voting at the meeting unless more than a majority is
required by Articles 4, 12, 15, and 16 of thistitle or the organic rules; and

(B) votes cast by patron members unless the organic rules require a
larger affirmative vote by patron members.

(3) The organic rules may provide for the percentage of the affirmative
votes that shall be cast by investor members to approve the matter.

§515. MANNER OF VOTING

(a2) Unless the organic rules otherwise provide, voting by a proxy at a
members meeting is prohibited. This subsection does not prohibit delegate
voting based on district or class.

(b) If voting by a proxy is permitted, a patron member may appoint only
another patron member as a proxy and, if investor members are permitted, an
investor member may appoint only another investor member as a proxy.

(c) The organic rules may provide for the manner of and provisions
governing the appointment of a proxy.

(d) The organic rules may provide for voting on any guestion by ballot
delivered by mail or voting by other means on questions that are subject to
vote by members.

§516. ACTION WITHOUT A MEETING

(a) Unless the organic rules require that action be taken only at a
members meeting, any action that may be taken by the members may be taken
without a meeting if each member entitled to vote on the action consents in a
record to the action.

(b) Consent under subsection (a) of this section may be withdrawn by a
member in a record at any time before the mutual benefit enterprise receives a
consent from each member entitled to vote.

(c) Consent to any action may specify the effective date or time of the
action.

§517. DISTRICTSAND DELEGATES CLASSES OF MEMBERS

(a) The organic rules may provide for the formation of geographic districts
of patron members and:

(1) for the conduct of patron member meetings by district and the
election of directors at the meetings; or
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(2) that districts may elect district delegates to represent and vote for
the districts at members meetings.

(b) A delegate elected under subdivision (a)(2) of this section has one vote
unless voting power is otherwise allocated by the organic rules.

(c) The organic rules may provide for the establishment of classes of
member s, for the preferences, rights, and limitations of the classes, and:

(1) for the conduct of members meetings by classes and the election of
directors at the meetings; or

(2) that classes may elect class delegates to represent and vote for the
classesin members meetings.

(d) A delegate elected under subdivision (c)(2) of this section has one vote
unless voting power is otherwise allocated by the organic rules.

Article 6. Member’s Interest in Mutual benefit enterprise
8601. MEMBER SINTEREST
A member’s interest:

(1) ispersonal property:;

(2) consists of:

(A) governancerights;

(B) financial rights; and

(C) theright or obligation, if any, to do business with the mutual
benefit enterprise; and

(3) _may bein certificated or uncertificated form.
8 602. PATRON AND INVESTOR MEMBERS INTERESTS

(2) Unless the organic rules establish investor members interests, a
member’sinterest is a patron member’ s interest.

(b)  Unless the organic rules otherwise provide, if a mutual benefit
enterprise has investor members, while a person is a member of the enterprise,

the person:
(1) if admitted as a patron member, remains a patron member;

(2) if admitted as an investor member, remains an investor member; and

(3) _if admitted as a patron member and an investor member remains a
patron and an investor member if not dissociated in one of the capacities.
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§ 603. TRANSFERABILITY OF MEMBER' SINTEREST

(a) The provisions relating to the transferability of a member’'sinterest are
subject to Title 9A.

(b) Unless the organic rules otherwise provide, a member’s interest other
than financial rightsis not transferable.

(c) Unless a transfer is restricted or prohibited by the organic rules, a
member may transfer its financial rights in the mutual benefit enterprise.

(d) The terms of any restriction on transferability of financial rights shall
be:

(1) set forth in the organic rules and the member records of the
enterprise; and

(2) conspicuously noted on any certificates evidencing a member’s
interest.

(e) A transferee of a member’s financial rights, to the extent the rights are
transferred, has the right to share in the allocation of profits or losses and to
receive the distributions to the member transferring the interest to the same
extent as the transferring member.

(f) A transferee of a member’s financial rights does not become a member
upon transfer of the rights unless the transferee is admitted as a member by the
mutual benefit enterprise.

(g) A mutual benefit enterprise need not give effect to a transfer under this
section until the enterprise has notice of the transfer.

(h)_Atransfer of a member’s financial rights in violation of a restriction on
transfer contained in the organic rules is ineffective as to a person having
notice of the restriction at the time of transfer.

§ 604. SECURITY INTEREST AND SET-OFF

(a) A member or transferee may create an enforceable security interest in
itsfinancial rightsin a mutual benefit enterprise.

(b) Unless the organic rules otherwise provide, a member may not create
an enforceable security interest in the member’s governance rights in a mutual
benefit enterprise.

(c) The organic rules may provide that a mutual benefit enterprise has a
security interest in the financial rights of a member to secure payment of any
indebtedness or other obligation of the member to the enterprise. A security
interest provided for in the organic rules is enforceable under and governed by
Article 9 of Title 9A.
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(d) Unless the organic rules otherwise provide, a member may not compel
the mutual benefit enterprise to offset financial rights against any indebtedness
or obligation owed to the enterprise.

§ 605. CHARGING ORDERS FOR JUDGMENT CREDITOR OF MEMBER
OR TRANSFEREE

(a) _On application by a judgment creditor of a member or transferee, a
court may enter a charging order against the financial rights of the judgment
debtor for the unsatisfied amount of the judgment. A charging order issued
under this subsection constitutes a lien on the judgment debtor’s financial
rights and requires the mutual benefit enterprise to pay over to the creditor or
receiver to the extent necessary to satisfy the judgment any distribution that
would otherwise be paid to the judgment debtor.

(b) To the extent necessary to effectuate the collection of distributions
pursuant to a charging order under subsection (a) of this section, the court

may:
(1) appoint a receiver of the share of the distributions due or to become

due to the judgment debtor under the judgment debtor’s financial rights, with
the power to make all inquiries the judgment debtor might have made; and

(2) make all other orders that the circumstances of the case may reguire
to give effect to the charging order.

(c) _Upon a showing that distributions under a charging order will not pay
the judgment debt within a reasonable time, the court may foreclose the lien
and order the sale of the financial rights. The purchaser at the foreclosure
sale obtains only the financial rights that are subject to the charging order,
does not thereby become a member, and is subject to section 603 of thistitle.

(d) At any time before a sale pursuant to a foreclosure, a member or
transferee whose financial rights are subject to a charging order under
subsection (a) of this section may extinguish the charging order by satisfying
the judgment and filing a certified copy of the satisfaction with the court that
issued the charging order.

(e) At any time before sale pursuant to a foreclosure, the mutual benefit
enterprise or_one or more members whose financial rights are not subject to
the charging order may pay to the judgment creditor the full amount due under
the judgment and succeed to the rights of the judgment creditor, including the
charging order. Unless the organic rules otherwise provide, the enterprise
may act under this subsection only with the consent of all members whose
financial rights are not subject to the charging order.
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(f) This title does not deprive any member or transferee of the benefit of
any exemption laws applicable to the member’s or transferee's financial

rights.
(g) This section provides the exclusive remedy by which a judgment

creditor of a member or transferee may satisfy the judgment from the
member’s or transferee’ s financial rights.

Article 7. Marketing Contracts

§701. AUTHORITY

In this article, “ marketing contract” means a contract between a mutual
benefit enterprise and another person who need not be a patron member:

(1) requiring the other person to sell or to deliver for sale or marketing
on the person’s behalf a specified part of the person’s products, commodities,
or goods exclusively to or through the enterprise or any facilities furnished by
the enterprise; or

(2) authorizing the enterprise to act for the person in any manner with
respect to the products, commodities, or goods.

§ 702. MARKETING CONTRACTS

(a) If a marketing contract provides for the sale of products, commodities,
or goods to a mutual benefit enterprise, the sale transferstitle to the enterprise
upon delivery or at any other specific time expressly provided by the contract.

(b) A marketing contract may:

(1) authorize a mutual benefit enterprise to create an enforceable
security interest in the products, commodities, or goods delivered; and

(2) allow the enterprise to sell the products, commodities, or goods
delivered and pay the sales price on a pooled or other basis after deducting
selling costs, processing costs, overhead, expenses, and other charges.

(c) Some or all of the provisions of a marketing contract between a patron
member and a mutual benefit enterprise may be contained in the organic rules.

§ 703. DURATION OF MARKETING CONTRACT

The initial duration of a marketing contract may not exceed 10 years, but
the contract may be self-renewing for additional periods not exceeding five
years each. Unless the contract provides for another manner or time for
termination, either party may terminate the contract by giving notice in a
record at least 90 days before the end of the current term.

§ 704. REMEDIES FOR BREACH OF CONTRACT
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(a) Damages to be paid to a mutual benefit enterprise for breach or
anticipatory repudiation of a marketing contract may be liquidated, but only at
an amount or under a formula that is reasonable in light of the actual or
anticipated harm caused by the breach or repudiation. A provision that so
providesis not a penalty.

(b) Upon a breach of a marketing contract, whether by anticipatory
repudiation or otherwise, a mutual benefit enterprise may seek:

(1) aninjunction to prevent further breach; and

(2) specific performance.

(c) The remedies in this section are in addition to any other remedies
available to an enterprise under law other than thistitle.

Article 8. Directors and Officers
8§ 801. BOARD OF DIRECTORS

(a) A mutual benefit enterprise shall have a board of directors of at |east
three individuals unless the enterprise has fewer than three members. If the
enterprise has fewer than three members, the number of directors may not be
fewer than the number of members.

(b) The affairs of a mutual benefit enterprise shall be managed by or under
the direction of the board of directors. The board may adopt policies and
procedures that do not conflict with the organic rules or thistitle.

(c) An individual is not an agent for a mutual benefit enterprise solely by
being a director.

§ 802. NO LIABILITY AS DIRECTOR FOR MUTUAL BENEFIT
ENTERPRISE’'S OBLIGATIONS

A debt, obligation, or other liability of a mutual benefit enterprise is solely
that of the enterprise and is not a debt, obligation, or liability of a director
solely by reason of being a director. An individual is not personally liable,
directly or indirectly, for an obligation of an enterprise solely by reason of
being a director.

§ 803. QUALIFICATIONS OF DIRECTORS

(a) Unless the organic rules otherwise provide, and subject to subsection
(c) of this section, each director of a mutual benefit enterprise shall be an
individual who is a member of the enterprise or an individual who is
designated by a member that is not an individual for purposes of qualifying
and serving asa director. Initial directors need not be members.
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(b) Unless the organic rules otherwise provide, a director may be an
officer or employee of the mutual benefit enterprise.

(c) If the organic rules provide for nonmember directors, the number of
nonmember directors may not exceed:

(1) oneif there are two through four directors;

(2) two if there are five through eight directors; or

(3) one-third of the total number of directors if there are at least nine
directors.

(d) The organic rules may provide qualifications for directors in addition
to those in this section.

8§804. ELECTION OF DIRECTORS AND COMPOSTION OF BOARD
(a) Unlessthe organic rulesreguire a greater number:

(1) the number of directors that shall be patron members may not be
fewer than:

(A) oneif therearetwo or three directors;

(B) two if there arefour or five directors;

(C) threeif there are six through eght directors; or

(D) one-third of the directorsif there are at least nine directors; and

(2) a majority of the board of directors shall be elected exclusively by
patron members.

(b) Unless the organic rules otherwise provide, if a mutual benefit
enterprise has investor members, the directors who are not elected exclusively
by patron members are elected by the investor members.

(c) Subject to subsection (a) of this section, the organic rules may provide
for the election of all or a specified number of directors by one or more
districts or classes of members.

(d) Subject to subsection (a) of this section, the organic rules may provide
for the nomination or election of directors by districts or classes, directly or by
district delegates.

(e) If a class of members consists of a single member, the organic rules
may provide for the member to appoint a director or directors.

(f)  Unless the organic rules otherwise provide, cumulative voting for
directorsis prohibited.
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() Except as otherwise provided by the organic rules, subsection (e) of this
section, or sections 303, 516, 517, and 809 of this title, member directors shall
be elected at an annual members’ mesting.

§ 805. TERM OF DIRECTOR

(a) _Unless the organic rules otherwise provide and subject to subsections
(c) and (d) of this section and subsection 303(c) of this title, the term of a
director expires at the annual members meeting following the director’'s
election or appointment. The term of a director may not exceed three years.

(b)  Unless the organic rules otherwise provide, a director may be
reelected.

(c) Except as otherwise provided in subsection (d) of this section, a
director continues to serve until a successor director is elected or appointed
and qualifies or the director is removed, resigns, is adjudged incompetent, or
dies.

(d) Unless the organic rules otherwise provide, a director does not serve
the remainder of the director’s term if the director ceases to qualify to be a
director.

§ 806. RESIGNATION OF DIRECTOR

A director may resign at any time by giving notice in a record to the mutual
benefit enterprise. Unless the notice states a later effective date, a resignation
is effective when the notice is received by the enterprise.

8§ 807. REMOVAL OF DIRECTOR
Unless the organic rules otherwise provide, the following rules apply:

(1) Members may remove a director with or without cause.

(2) A member or members holding at least 10 percent of the total voting
power entitled to be voted in the election of a director may demand removal of
the director by one or more signed petitions submitted to the officer of the
mutual benefit enterprise charged with keeping its records.

(3) Upon receipt of a petition for removal of a director, an officer of the
enterprise or the board of directors shall:

(A) call a special meeting of members to be held not later than 90
days after receipt of the petition by the enterprise; and

(B) mail or otherwise transmit or deliver in a record to the members
entitled to vote on the removal and to the director to be removed notice of the
meeting which complies with section 508 of thistitle.
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(4) Adirector isremoved if the votes in favor of removal are equal to or
greater than the votes required to elect the director at the time of the vote.

§ 808. SUSPENS ON OF DIRECTOR BY BOARD

(a) A board of directors may suspend a director if, considering the
director’s course of conduct and the inadequacy of other available remedies,
immediate suspension is necessary for the best interests of the enterprise and if
the director is engaging or has engaged in:

(1) fraudulent conduct with respect to the enterprise or its members;

(2) gross abuse of the position of director:

(3) intentional or recklessinfliction of harm on the enterprise; or

(4) any other behavior, act, or omission as provided by the organic
rules.

(b)(1) A suspension under subsection (a) of this section is effective for 30
days unless the board of directors calls a special meeting of members for
removal of the director before the end of the 30-day period, in which case the
suspension is effective until adjournment of the meeting or the director is
removed.

(2) Upon call of a special meeting of members for removal of the
director, an officer of the enterprise or the board of directors shall mail or
otherwise transmit or deliver in a record to the members entitled to vote on the
removal and to the director to be removed notice of the meeting that complies
with section 508 of thistitle.

(3) Adirector isremoved if the votes in favor of removal are equal to or
greater than the votes required to elect the director at the time of the vote.

§ 809. VACANCY ON BOARD

(a) Unless the organic rules otherwise provide, a vacancy on the board of
directors shall befilled:

(1) notwithstanding subdivision 804(a)(2) and subsection 804(b) of this
title, within a reasonabl e time by majority vote of the remaining directors until
the next annual members meeting or a special meeting of members called to
fill the vacancy; and

(2) for the unexpired term by members at the next annual members
meeting or a special meeting of members called to fill the vacancy.

(b) Unless the organic rules otherwise provide, if a vacating director was
elected or appointed by a class of members or a district:

(1) the new director shall be of that class or district; and
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(2) the selection of the director for the unexpired term shall be
conducted in the same manner as would the selection for that position without

avacancy.

(c) If a member appointed a vacating director, the organic rules may
provide for that member to appoint a director to fill the vacancy.

§ 810. REMUNERATION OF DIRECTORS

Unless the organic rules otherwise provide, the board of directors may set
the remuneration of directors and of nondirector committee members
appointed under subsection 817(a) of thistitle.

§811. MEETINGS

(a) A board of directors shall meet at least annually and may hold meetings
inside or outside this state.

(b) Unless the organic rules otherwise provide, a board of directors may
permit directors to attend or conduct board meetings through the use of any
means of communication if all directors attending the meeting can
communicate with each other during the meeting.

§812. ACTION WITHOUT MEETING

(a2) Unless prohibited by the organic rules, any action that may be taken by
a board of directors may be taken without a meeting if each director consents
in arecord to the action.

(b) Consent under subsection (a) of this section may be withdrawn by a
director in a record at any time before the mutual benefit enterprise receives
consent from all directors.

(c) A record of consent for any action under subsection (a) of this section
may specify the effective date or time of the action.

§ 813. MEETINGSAND NOTICE

(a2) Unless the organic rules otherwise provide, a board of directors may
establish a time, date, and place for regular board meetings, and notice of the
time, date, place, or purpose of those meetings is not required.

(b) Unlessthe organic rules otherwise provide, notice of the time, date, and
place of a special meeting of a board of directors shall be given to all directors
at least three days before the meeting, the notice shall contain a statement of
the purpose of the meeting, and the meeting is limited to the matters contained
in the statement.

VT LEG 261787.1



BILL ASPASSED THE HOUSE H.21
2011 Page 165 of 209

§ 814. WAIVER OF NOTICE OF MEETING

(a) Unless the organic rules otherwise provide, a director may waive any
required notice of a meeting of the board of directors in a record before,
during, or after the meeting.

(b) Unless the organic rules otherwise provide, a director’s participation
in a meeting is a waiver of notice of that meeting unless:

(1) thedirector objects to the meeting at the beginning of the meeting or
promptly upon the director’s arrival at the meeting and does not thereafter
vote in favor of or otherwise assent to the action taken at the meeting; or

(2) thedirector promptly objects upon the introduction of any matter for
which notice under section 813 of this title has not been given and does not
thereafter vote in favor of or otherwise assent to the action taken on the
matter.

§ 815. QUORUM

(a2) Unless the articles of organization provide for a greater number, a
majority of the total number of directors specified by the organic rules
constitutes a quorum for a meeting of the directors.

(b) If a quorum of the board of directors is present at the beginning of a
meeting, any action taken by the directors present is valid even if withdrawal
of directors originally present results in the number of directors being fewer
than the number required for a quorum.

(c) A director present at a meeting but objecting to notice under
subdivision 814(b)(1) or (2) of this title does not count toward a quorum.

§ 816. VOTING

(a) Each director shall have one vote for purposes of decisions made by the
board of directors.

(b) Unless the organic rules otherwise provide, the affirmative vote of a
majority of directors present at a meeting is required for action by the board of
directors.

§817. COMMITTEES

(a) Unless the organic rules otherwise provide, a board of directors may
create one or more committees and appoint one or more individuals to serve
on a committee.

(b) Unless the organic rules otherwise provide, an individual appointed to
serve on a committee of a mutual benefit enterprise need not be a director or
member.
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(c) Anindividual who is not a director and is serving on a committee has
the same rights, duties, and obligations as a director serving on the committee.

(d) Unless the organic rules otherwise provide, each committee of a mutual
benefit enterprise may exercise the powers delegated to it by the board of
directors, but a committee may not:

(1) approve allocations or distributions except according to a formula
or method prescribed by the board of directors;

(2) approve or propose to members action requiring approval of
members; or

(3)_fill vacancies on the board of directors or any of its committees.
8 818. STANDARDS OF CONDUCT AND LIABILITY

(a) A director shall discharge his or her duties as a director, including the
director’s duties as a member of a committee:

(1) in good faith;

(2) with the care that an ordinarily prudent person in a like position
would exercise under similar circumstances; and

(3) in a manner the director reasonably believes to be in the best
interests of the enterprise.

(b) In discharging his or her duties, a director is entitled to rely on
information, opinions, reports, or statements, including financial statements
and other financial data, if prepared or presented by:

(1) one or more officers or employees of the enterprise whom the
director reasonably believes to be reliable and competent in the matters

presented;

(2) legal counsel, public accountants, or other persons as to matters the
director reasonably believes are within the person’'s professional or expert
competence; or

(3) a committee of the board of directors of which the director is not a
member if the director reasonably believes the committee merits confidence.

(c) A director is not acting in good faith if he or she has knowledge
concerning the matter in guestion that makes reliance permitted by subsection
(b) of this section unwarranted.

(d) Adirector isnot liable for any action taken as a director or any failure
to take any action if the director performed the duties of his or her office in
compliance with this section.

§ 819. DEFINITIONS
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For purposes of this section and sections 819a through 819c:

(1) “ Control,” including theterm* controlled by,” means:

(A) having the power, directly or indirectly, to elect or remove a
majority of the members of the board of directors or other governing body of
an_entity whether through the ownership of voting shares or interests, by
contract, or otherwise; or

(B) being subject to a majority of the risk of loss from the entity’'s
activities or entitled to receive a majority of the entity’ sresidual returns.

(2) “Director’s conflicting interest transaction” means a transaction
effected or proposed to be effected by the enterprise or by an entity controlled
by the enterprise that at the relevant time the director:

(A) was a party to; or

(B) had knowledge of and a material financial interest known to the
director; or

(C) knew that a related person was a party or had a material
financial interest.

(3) “Fair to the enterprise” means, for purposes of subdivision
819a(b)(3) of this title, that the transaction as a whole was beneficial to the
enterprise, taking into appropriate account whether it was:

(A) fair interms of the director’ s dealings with the enterprise; and

(B) comparable to what might have been obtainable in an arm's
length transaction, given the consideration paid or received by the enterprise.

(4) “Material financial interest” means a financial interest in a
transaction that would reasonably be expected to impair the objectivity of the
director’s judgment when participating in action on the authorization of the
transaction.

(5) “ Related person” means:

(A) thedirector’s spouse;

(B) a child, stepchild, grandchild, parent, stepparent, grandparent,
sibling, step-sibling, half-sibling, aunt, uncle, niece, or nephew (or spouse of
any thereof) of the director or of the director’s spouse;

(C) _anindividual living in the same home as the director;

(D) an entity, other than the enterprise or an entity controlled by the
enterprise, controlled by the director or any person specified in this
subdivision (5);
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(E) adomestic or foreign:

(i) business corporation, nonprofit corporation, or mutual benefit
enterprise (other than the enterprise or an entity controlled by the enterprise)
of which the director is a director;

(ii) unincorporated entity of which the director is a general
partner or a member of the governing body; or

(iii) individual, trust, or estate for whom or of which the director
isatrustee, guardian, personal representative, or like fiduciary; or

(F) a person who isor an entity that is controlled by an employer of
the director.

(6) “Relevant time” means:

(A) the time at which the directors action respecting the transaction
is taken in compliance with section 819b of thistitle; or

(B) if the transaction is not brought before the board of directors of
the enterprise or its committee for action under section 819b of thistitle, at the
time the enterprise or an entity controlled by the enterprise becomes legally
obligated to consummate the transaction.

(7) “Required disclosure’” means disclosure of:

(A) the existence and nature of the director’s conflicting interest; and

(B) _all facts known to the director respecting the subject matter of the
transaction that a director free of such conflicting interest would reasonably
believe to be material in deciding whether to proceed with the transaction.

§819a. JUDICIAL ACTION

(a) A transaction effected or proposed to be effected by the enterprise, or
by an entity controlled by the enterprise may not be the subject of eguitable
relief or giveriseto an award of damages or other sanctions against a director
of the enterprise in a proceeding by a member or by or in the right of the
enterprise on the ground that the director has an interest respecting the
transaction, if it is not a director’s conflicting interest transaction.

(b) A director’s conflicting interest transaction may not be the subject of
equitable relief or giverise to an award of damages or other sanctions against
a director of the enterprise in a proceeding by a member or by or in the right
of the enterprise on the ground that the director has an interest respecting the
transaction if:

(1) the directors action respecting the transaction was taken in
compliance with section 819b of thistitle at any time; or
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(2) the members action respecting the transaction was taken in
compliance with section 819c of thistitle at any time; or

(3) the transaction, judged according to the circumstances at the
relevant time, is established to have been fair to the enterprise.

§ 819b. DIRECTORS ACTION

(a) Directors action respecting a director’s conflicting interest transaction
is effective for purposes of subdivision 819a(b)(1) of thistitle if the transaction
has been authorized by the affirmative vote of a majority but no fewer than two
of the qualified directors who voted on the transaction after required
disclosure by the conflicted director of information not already known by such
qualified directors or after modified disclosure in compliance with subsection
(b) of this section, provided that:

(1) the qualified directors have deliberated and voted outside the
presence of and without the participation of any other director; and

(2) where the action has been taken by a committee, all members of the
committee were qualified directors and either:

(A) the committee was composed of all the qualified directors on the
board of directors; or

(B) the members of the committee were appointed by the affirmative
vote of a majority of the qualified directors on the board.

(b) Notwithstanding subsection (a) of this section, when a transaction is a
director’s conflicting interest transaction only because a related person
described in subdivisions 819(5)(E) and (F) of thistitle is a party to or has a
material financial interest in the transaction, the conflicted director is not
obligated to make required disclosure to the extent that the director reasonably
believes that doing so would violate a duty imposed under law, a legally
enforceable obligation of confidentiality, or a professional ethics rule,
provided that the conflicted director discloses to the qualified directors voting
on the transaction:

(1) all information regquired to be disclosed that is not so violative;

(2) the existence and nature of the director’ s conflicting interest; and

(3) __the nature of the conflicted director’s duty not to disclose the
confidential information.

(c) A majority but no fewer than two of all the qualified directors on the
board of directors or on the committee constitutes a quorum for purposes of
action that complies with this section.
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(d) Wheredirectors action under this section does not satisfy a quorum or
voting reguirement applicable to the authorization of the transaction by reason
of the articles of organization, the bylaws, or a provision of law, independent
action to satisfy those authorization requirements shall be taken by the board
of directors or a committee, in which action directors who are not qualified
directors may participate.

§ 819c. MEMBERS ACTION

(a) Members' action respecting a director’s conflicting interest transaction
is effective for purposes of subdivision 819a(b)(2) of this title if a majority of
the votes cast by the holders of all of the voting power of the membersis in
favor of the transaction after:

(1) notice to members describing the action to be taken respecting the
transaction;

(2) provision to the enterprise of the information referred to in
subsection (b) of this section; and

(3) communication of the information that is the subject of required
disclosure to the members entitled to vote on the transaction, to the extent the
information is not known by them.

(b) A director who has a conflicting interest respecting the transaction
shall, before the members’ vote, inform the secretary or other officer or agent
of the enterprise authorized to tabulate votes, in writing, of the voting power
that the director knows is not qualified voting power under subsection (c) of
this section and the identity of the holders of that power.

(c) For purposes of this section, “ qualified voting power” means the power
entitled to be voted with respect to the transaction except for the voting power
that the secretary or other officer or agent of the enterprise authorized to
tabulate votes either knows, or under subsection (b) of this section is notified,

isheld by:
(1) adirector who has a conflicting interest respecting the transaction;

or

(2) a person related to the director, excluding a person described in
subdivision 819(5)(F) of thistitle.

(d) A majority of the votes entitled to be cast by the holders of all qualified
voting power constitutes a quorum for purposes of compliance with this
section.  Subject to the provisions of subsection (€) of this section, members
action that otherwise complies with this section is not affected by the presence
of holders of voting power that is not qualified voting power.
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(e) If a members vote does not comply with subsection (a) of this section
solely because of a director’s failure to comply with subsection (b) of this
section and if the director establishes that the failure was not intended to
influence and did not in fact determine the outcome of the vote, the court may
take such action respecting the transaction and the director and may give such
effect, if any, to the members’ vote as the court considers appropriate in the
Circumstances.

() Where members action under this section does not satisfy a quorum or
voting requirement applicable to the authorization of the transaction by reason
of the articles of organization, the bylaws, or a provision of law, independent
action to satisfy those authorization requirements shall be taken by the
members, in which action voting power that is not qualified voting power may

participate.
8§ 820. OTHER CONS DERATIONS OF DIRECTORS

In determining what the director reasonably believes to be in the best
interests of the enterprise, a director may consider:

(1) the interests of the enterprise’s employees, suppliers, creditors and
customers;

(2) the economy of the state, region, and nation and community and
societal considerations, including those of any community in which any offices
or facilities of the enterprise are located; and

(3) _any other factors the director in his or her discretion reasonably
considers appropriate in determining what he or she reasonably believes to be
in the best interests of the enterprise and the long-term and short-term
interests of the enterprise and its members, including the possibility that these
interests may be best served by the continued independence of the enterprise.

§821. RIGHT OF DIRECTOR OR COMMITTEE MEMBER TO
INFORMATION

A director or a member of a committee appointed under section 817 of this
title may obtain, inspect, and copy all information regarding the state of
activities and financial condition of the mutual benefit enterprise and other
information regarding the activities of the enterprise if the information is
reasonably related to the performance of the director’s duties as director or
the committee member’s duties as a member of the committee. Information
obtained in accordance with this section may not be used in any manner that
would violate any duty of or to the enterprise.

8§ 822. APPOINTMENT AND AUTHORITY OF OFFICERS
(a) A mutual benefit enterprise has the officers:
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(1) provided in the organic rules; or

(2) established by the board of directors in a manner not inconsistent
with the organic rules.

(b) The organic rules may designate or, if the rules do not designate, the
board of directors shall designate one of the enterprise’ s officers for preparing
all records required by section 114 of this title and for the authentication of
records.

(c) Unless the organic rules otherwise provide, the board of directors shall
appoint the officers of the mutual benefit enterprise.

(d) Officers of a mutual benefit enterprise shall perform the duties the
organic rules prescribe or as authorized by the board of directors not in a
manner inconsistent with the organic rules.

(e) The election or appointment of an officer of a mutual benefit enterprise
does not of itself create a contract between the enterprise and the officer.

() Unless the organic rules otherwise provide, an individual may
simultaneously hold mor e than one office in a mutual benefit enterprise.

§ 823. RESGNATION AND REMOVAL OF OFFICERS

(a) The board of directors may remove an officer at any time with or
without cause.

(b) An officer of a mutual benefit enterprise may resign at any time by
giving notice in a record to the enterprise. Unless the notice specifies a |later
time, the resignation is effective when the notice is given.

Article 9. Indemnification
8§ 901. ARTICLE DEFINITIONS
In thisarticle:

(1) “Enterprise’ includes any enterprise or foreign predecessor entity
of an enterprise in a merger or other transaction in which the predecessor’s
existence ceased upon the consummation of the transaction.

(2) “Director” means an individual who is or was a director of an
enterprise or_an individual who, while a director of an enterprise, is or was
serving at the enterprise’'s request as a director, officer, partner, trustee,
employee, or agent of another foreign or domestic enterprise, partnership,
joint venture, trust, employee benefit plan, or other enterprise. A director is
considered to be serving an employee benefit plan at the enterprise’ s request if
the director’s duties to the enterprise also impose duties on or otherwise
involve services by the director to the plan or to participants in or
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beneficiaries of the plan. “ Director” includes, unless the context requires
otherwise, the estate or personal representative of a director.

(3) “ Expenses’ means the reasonable costs incurred in connection with
a proceeding, including reasonable attorney’ s fees.

(4) “Liability"” means the obligation to pay a judgment, settlement,
penalty, fine (including an excise tax assessed with respect to an employee
benefit plan), or reasonable expenses incurred with respect to a proceeding.

(5) “ Official capacity” means:

(A) when used with respect to a director, the office of director in an
enterprise; and

(B) when used with respect to an individual other than a director, as
contemplated in section 907 of this title, the office in an enterprise held by the
officer or the employment or agency relationship undertaken by the employee
or_agent on behalf of the enterprise. “ Official capacity” does not include
service for any other foreign or domestic corporation or any enterprise or any
partnership, joint venture, trust employee benefit plan, or other enterprise.

(6) “Party’ includes an individual who was, is, or is threatened to be
made a named defendant or respondent in a proceeding.

(7)_“Proceeding” means any threatened, pending, or completed action,
suit, or proceeding, whether civil, criminal, administrative, or investigative
and whether formal or informal.

(8) “Special legal counsel” means counsdl that has never been an
employee of the enterprise and who has not and whose firm has not performed
legal services for the enterprise pertaining to the matter for which
indemnification is sought for a period of at least two years before retention as
special counsdl.

§902. AUTHORITY TO INDEMNIFY

(a) Except as provided in subsection (d) of this section, an enterprise may
indemnify an individual made a party to a proceeding because the individual is
or was a director against liability incurred in the proceeding if:

(1) thedirector conducted himself or herself in good faith; and
(2) thedirector reasonably believed:

(A) in the case of conduct in the director’s official capacity with the
enterprise, that the director’s conduct was in its best interests; and

(B) in all other cases, that the director’s conduct was at least not
opposed to its best interests; and
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(3) in the case of any proceeding brought by a governmental entity, the
director had no reasonable cause to believe his or her conduct was unlawful,
and the director is not finally found to have engaged in a reckless or
intentional unlawful act.

(b) A director’s conduct with respect to an employee 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
reguirement of subdivision (a)(2)(B) of this section.

(c) The termination of a proceeding by judgment, order, settlement,
conviction, or upon a plea of nolo contendere or its equivalent is not, of itself,
determinative that the director did not meet the standard of conduct described
in this section.

(d) An enterprise may not indemnify a director under this section:

(1) in connection with a proceeding by or in the right of the enterprise
in which the director was adjudged liable to the enterprise; or

(2) _in connection with any other proceeding charging improper
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 personal benefit was improperly received by the director.

(e) Indemnification permitted under this section in connection with a
proceeding by or in theright of the enterpriseislimited to reasonable expenses
incurred in connection with the proceeding.

§ 903. MANDATORY INDEMNIFICATION

Unless limited by its articles of organization, an enterprise shall indemnify
a director who was wholly successful, on the merits 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 enterprise against reasonable expenses
incurred by the director in connection with the proceeding.

§ 904. ADVANCE FOR EXPENSES

(a) An enterprise may pay for or reimburse the reasonable expenses
incurred by a director who is a party to a proceeding in advance of final
disposition of the proceeding if:

(1) the director furnishes the enterprise a written affirmation of his or
her good faith belief that the director has met the standard of conduct
described in section 902 of thistitle;
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(2) the director furnishes the enterprise a written undertaking, executed
personally or on the director’s behalf, to repay the advance if it is ultimately
determined that the director did not meet the standard of conduct; and

(3) a determination is made that the facts then known to those making
the deter mination would not preclude indemnification under this article.

(b) The undertaking required by subdivision (a)(2) of this section shall be
an unlimited general obligation of the director but need not be secured and
may be accepted without reference to financial ability to make repayment.

(c) Determinations and authorizations of payments under this section shall
be made in the manner specified in section 906 of thistitle.

§ 905. COURT-ORDERED INDEMNIFICATION

A director of the enterprise who is a party to a proceeding may apply for
indemnification to the court conducting the proceeding or to another court of
competent jurisdiction. On receipt of an application, the court after giving any
notice the court considers necessary may order indemnification if it
determines:

(1) the director is entitled to mandatory indemnification under section
903 of this title, in which case the court shall also order the enterprise to pay
the director’'s reasonable expenses incurred to obtain court-ordered
indemnification; or

(2) the director is fairly and reasonably entitled to indemnification in
view of all the relevant circumstances, whether or not the director met the
standard of conduct set forth in section 902 of this title or was adjudged liable
as described in subsection 902(d), but if the director was adjudged so liable
the director’ sindemnification is limited to reasonabl e expenses incurred.

§ 906. DETERMINATION AND AUTHORIZATION OF
INDEMNIFICATION

(a) Except as provided in section 904 of this title, an enterprise may not
indemnify a director under section 902 of this title prior to the final resolution
of a proceeding, whether by judgment, order, settlement, conviction, plea, or
otherwise and unless authorized in the specific case after a determination has
been made that indemnification of the director is permissible in the
circumstances because the director has met the standard of conduct set forth in
section 902.

(b) The determination reguired by subsection (a) of this section, in
accordance with the terms of section 902 of this title, shall be made:
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(1) by the board of directors by majority vote of a guorum consisting of
directors not at the time parties to the proceeding;

(2) if a qguorum cannot be obtained under subdivision (1) of this
subsection, by majority vote of a committee duly designated by the board of
directors (in which designation directors who are parties may participate),
consisting solely of two or more directors not at the time parties to the

proceeding;
(3) by written opinion of special legal counsdl:

(A) selected by the board of directors or its committee in the manner
prescribed in subdivision (1) or (2) of this subsection; or

(B) if a quorum of the board of directors cannot be obtained under
subdivision (1) and a committee cannot be designated under subdivision (2) of
this subsection, selected by majority vote of the full board of directors (in
which selection directors who are parties may participate); or

(4) by the members, but voting power exercised by or under the control
of directors who are at the time parties to the proceeding may not be voted on
the deter mination.

(c) Authorization of indemnification and evaluation as to reasonableness of
expenses shall be made in the same manner as the determination that
indemnification is permissible, except that if the determination is made by
special legal counsel, authorization of indemnification and evaluation as to
reasonableness of expenses shall be made by those entitled under subdivision
(b)(3) of this section to select counsel.

§907. INDEMNIFICATION OF OFFICERS EMPLOYEES AND AGENTS

Unless an enterprise's articles of organization limit indemnification of an
officer, employee, or agent of the enterprise:

(1) an officer of the enterprise who is not a director is entitled to
mandatory indemnification under section 903 of this title and is entitled to
apply for court-ordered indemnification under section 905 of thistitle, in each
case to the same extent as a director;

(2) the enterprise may indemnify and advance expenses under this
article to an officer, employee, or agent of the enterprise who is not a director
to the same extent as a director.

§908. INSURANCE

An enterprise may purchase and maintain insurance on behalf of an
individual who is or was a director, officer, employee, or agent of the
enterprise or who, while a director, officer, employee, or agent of the
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enterprise, is or was serving at the request of the enterprise as a director,
officer, partner, trustee, employee, or agent of another foreign or domestic
enterprise, partnership, joint venture, trust, employee benefit plan, or other
enterprise against liability asserted against or incurred by him or her in that
capacity or arising from his or her status as a director, officer, employee, or
agent, whether or not the enterprise would have power to indemnify himor her
against the same liability under section 902 or 903 of thistitle.

§909. APPLICATION OF ARTICLE

(a) A provision treating an enterprise's indemnification of or advance for
expenses to directors that is contained in its articles of organization, bylaws, a
resolution of its members or board of directors, or in a contract or otherwiseis
valid only if and to the extent the provision is consistent with this article. If
articles of organization limit indemnification or advance for expenses,
indemnification and advance for expenses are valid only to the extent
consistent with the articles.

(b) This article does not limit an enterprise’'s power to pay or reimburse
expenses incurred by a director in connection with the director’s appearance
as a witness in a proceeding at a time when the director has not been made a
named defendant or respondent to the proceeding.

Article 10. Contributions, Allocations, and Distributions
§1001. MEMBERS CONTRIBUTIONS

The organic rules shall establish the amount, manner, or method of
determining any contribution reguirements for members or shall authorize the
board of directors to establish the amount, manner, or other method of
determining any contribution requirements for members.

§ 1002. CONTRIBUTION AND VALUATION

(a) Unless the organic rules otherwise provide, the contributions of a
member to a mutual benefit enterprise may consist of tangible or intangible
property or other benefit to the enterprise, including money, labor, or other
services performed or to be performed, promissory notes, other agreements to
contribute money or property, and contracts to be performed.

(b) The receipt and acceptance of contributions and the valuation of
contributions shall be reflected in a mutual benefit enterprise’ srecords.

() Unless the organic rules otherwise provide, the board of directors shall
determine the value of a member’s contributions received or to be received,
and the determination by the board of directors of valuation is conclusive for
purposes of determining whether the member’s contribution obligation has
been met.
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§ 1003. CONTRIBUTION AGREEMENTS

(a) Except as otherwise provided in the agreement, the following rules
apply to an agreement made by a person before formation of a mutual benefit
enterprise to make a contribution to the enterprise:

(1) The agreement is irrevocable for six months after the agreement is
signed by the person unless all parties to the agreement consent to the
revocation.

(2) If a person does not make a required contribution:

(A) the person is obligated, at the option of the enterprise, once
formed, to contribute money equal to the value of that part of the contribution
that has not been made, and the obligation may be enforced as a debt to the

enterprise; or

(B) the enterprise, once formed, may rescind the agreement if the
debt remains unpaid more than 20 days after the enterprise demands payment
from the person and, upon rescission, the person has no further rights or
obligations with respect to the enterprise.

(b) Unless the organic rules or an agreement to make a contribution to a
mutual benefit enterprise otherwise provide, if a person does not make a
reguired contribution to an enterprise, the person or the person’s estate is
obligated, at the option of the enterprise, to contribute money equal to the
value of the part of the contribution which has not been made.

§1004. ALLOCATIONS OF PROFITSAND LOSSES

(a) The organic rules may provide for allocating profits of a mutual benefit
enterprise among members, among persons that are not members but conduct
business with the enterprise, to an unallocated account, or to any combination
thereof. Unless the organic rules otherwise provide, losses of the enterprise
shall be allocated in the same proportion as profits.

(b) Unless the organic rules otherwise provide, all profits and losses of a
mutual benefit enterprise shall be allocated to patron members.

(c) If a mutual benefit enterprise has investor members, the organic rules
may not reduce the allocation to patron members to less than 50 percent of
profits. For purposes of this subsection, the following rules apply:

(1) amounts paid or due on contracts for the delivery to the enterprise
by patron members of products, goods, or services are not considered amounts
allocated to patron members.
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(2) amounts paid, due, or allocated to investor members as a stated
fixed return on equity are not considered amounts allocated to investor
members.

(d) Unless prohibited by the organic rules, in determining the profits for
allocation under subsections (a), (b), and (c) of this section, the board of
directors may first deduct and set aside a part of the profits to create or
accumulate:

(1) an unallocated capital reserve; and

(2) reasonable unallocated reserves for specific purposes, including
expansion and replacement of capital assets; education, training, cooper ative
development; creation and distribution of information concerning principles of
cooperation; and community responsibility.

(e) Subject to subsections (b) and (f) of this section and the organic rules,
the board of directors shall allocate the amount remaining after any deduction
or setting aside of profits for unallocated reserves under subsection (d) of this
section:

(1) to patron members in the ratio of each member’s patronage to the
total patronage of all patron members during the period for which allocations
are to be made; and

(2) to investor members, if any, in the ratio of each investor member’s
contributions to the total contributions of all investor members.

(f) _For purposes of allocation of profits and losses or specific items of
profits or losses of a mutual benefit enterprise to members, the organic rules
may establish allocation units or methods based on separate classes of
members or, for patron members, on class, function, division, district,
department, allocation units, pooling arrangements, members contributions,
or other equitable methods.

§ 1005. DISTRIBUTIONS

(a) Unless the organic rules otherwise provide and subject to section 1007
of this title, the board of directors may authorize, and the mutual benefit
enter prise may make, distributions to members.

(b) Unless the organic rules otherwise provide, distributions to members
may be made in any form, including money, capital credits, allocated
patronage eguities, revolving fund certificates, and the mutual benefit
enterprise’ sown or other securities.

§ 1006. REDEMPTION OR REPURCHASE
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Property distributed to a member by a mutual benefit enterprise, other than
money, may be redeemed or repurchased as provided in the organic rules but
a redemption or repurchase may not be made without authorization by the
board of directors. The board may withhold authorization for any reason in its
sole discretion. A redemption or repurchase is treated as a distribution for
purposes of section 1007 of thistitle.

§1007. LIMITATIONS ON DISTRIBUTIONS

(a) A mutual benefit enterprise may not make a distribution if, after the
distribution:

(1) the enterprise would not be able to pay its debts as they become due
in the ordinary course of the enterprise’ s activities; or

(2) the enterprise’s assets would be less than the sum of its total
liabilities.

(b) A mutual benefit enterprise may base a determination that a
distribution is not prohibited under subsection (a) of this section on financial
statements prepared on the basis of accounting practices and principles that
are reasonable in the circumstances or on a fair valuation or other method
that is reasonable in the circumstances.

(c) Except as otherwise provided in subsection (d) of this section, the effect
of a distribution allowed under subsection (b) of this section is measured:

(1) in the case of distribution by purchase, redemption, or other
acquisition of financial rights in the mutual benefit enterprise, as of the date
money or other property is transferred or debt is incurred by the enterprise:
and

(2) in all other cases, as of the date:

(A) thedistribution is authorized, if the payment occurs not later than
120 days after that date; or

(B) the payment is made, if payment occurs more than 120 days after
the distribution is authorized.

(d)_If indebtedness is issued as a distribution, each payment of principal or
interest on the indebtedness is treated as a distribution, the effect of which is
measur ed on the date the payment is made.

(e) For purposes of this section, “ distribution” does not include reasonable
amounts paid to a member in the ordinary course of business as payment or
compensation for commodities, goods, past or present services, or reasonable
payments made in the ordinary course of business under a bona fide retirement
or other benefits program.
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§1008. LIABILITY FORIMPROPER DISTRIBUTIONS, LIMITATION OF
ACTION

(a) A director who consents to a distribution that violates section 1007 of
this title is personally liable to the mutual benefit enterprise for the amount of
the distribution which exceeds the amount that could have been distributed
without the violation if it is established that in consenting to the distribution
the director failed to comply with sections 818-819c of thistitle.

(b) A member or transferee of financial rights which received a distribution
knowing that the distribution was made in violation of section 1007 of thistitle
is personally liable to the mutual benefit enterprise to the extent the
distribution exceeded the amount that should have been properly paid.

(c) A director against whom an action is commenced under subsection (a)
of this section may:

(1) implead in the action any other director who is liable under
subsection (a) of this section and compel contribution from the person; and

(2) implead in the action any person that is liable under subsection (b)
of this section and compel contribution from the person in the amount the
person received as described in subsection (b) of this section.

(d) An action under this section is barred if it is commenced later than two
year s after the distribution.

Article 11. Dissociation
§1101. MEMBER SDISSOCIATION

(a) A person has the power to dissociate as a member at any time,
rightfully or wrongfully, by express will.

(b) Unless the organic rules otherwise provide, a member’s dissociation
from a mutual benefit enterprise is wrongful only if the dissociation:

(1) breaches an express provision of the organic rules; or

(2) occurs before the termination of the mutual benefit enterprise and:

(A) the person is expelled as a member under subdivision (d)(3) or
(4) of this section; or

(B) in the case of a person that is not an individual, trust other than a
business trust, or estate, the person is expelled or otherwise dissociated as a
member because it dissolved or terminated in bad faith.

(c) Unless the organic rules otherwise provide, a person that wrongfully
dissociates as a member is liable to the mutual benefit enterprise for damages
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caused by the dissociation. The liability is in addition to any other debt,
obligation, or liahility of the person to the enterprise.

(d) A member is dissociated from the mutual benefit enterprise as a
member when:

(1) the enterprise receives notice in a record of the member’s express
will to dissociate as a member or, if the member specifies in the notice an
effective date later than the date the enterprise received notice, on that later
date;

(2) an event stated in the organic rules as causing the member’s
dissociation as a member occurs;

(3)_the member is expelled as a member under the organic rules;

(4) the member is expelled as a member by the board of directors
because:

(A) it is unlawful to carry on the enterprise’s activities with the
member as a member:;

(B) there has been a transfer of all the member’s financial rightsin
the enterprise, other than:

(i) acreation or perfection of a security interest; or

(ii) acharging order in effect under section 605 of this title which
has not been foreclosed;

(C)  the member is a limited liability company, association, or
partnership which has been dissolved, and its business is being wound up; or

(D) the member is a corporation, cooperative, or mutual benefit
enterprise and:
(i) the member filed a certificate of dissolution or the eguivalent,

or the jurisdiction of formation revoked the enterprise’s charter or right to
conduct business;

(ii) the enterprise sends a notice to the member that it will be
expelled as a member for a reason described in subdivision (i) of this
subdivision (4)(D); and

(iii) _not later than 90 days after the notice was sent under
subdivision (ii) of this subdivision (4)(D), the member did not revoke its
certificate of dissolution or the equivalent, or the jurisdiction of formation did
not reinstate the enterprise’s charter or right to conduct business; or

(E) the member isan individual and is adjudged incompetent;

(5) inthe case of a member who is an individual, the individual dies;
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(6) in the case of a member that is a trust or is acting as a member by
virtue of being a trustee of a trust, all the trust's financial rights in the
enterprise are distributed:;

(7) in the case of a member that is an estate, the estate's entire financial
interest in the enterprise is distributed;

(8) in the case of a member that is not an individual, partnership,
limited liability company, cooperative, corporation, trust, or estate, the
member isterminated; or

(9) the enterprise’s participation in a merger if, under the plan of
merger as approved under Article 16 of this title, the member ceases to be a
member.

8§ 1102. EFFECT OF DISSOCIATION ASMEMBER
(a) Upon a member’s dissociation:

(1) subject to section 1103 of this title, the person has no further rights
as a member:; and

(2) subject to section 1103 of this title and Article 16 of this title, any
financial rights owned by the person in the person’s capacity as a member
immediately befor e dissociation are owned by the person as a transferee.

(b) A person’s dissociation as a member does not of itself discharge the
person from any debt, obligation, or liability to the mutual benefit enterprise
which the person incurred under the organic rules, by contract, or by other
means while a member.

§ 1103. POWER OF ESTATE OF MEMBER

Unless the organic rules provide for greater rights, if a member is
dissociated because of death or is expeled by reason of being adjudged
incompetent, the member’'s personal  representative  or  other legal
representative may exercise the rights of a transferee of the member’ s financial
rights and, for purposes of settling the estate of a deceased member, may
exercise the informational rights of a current member to obtain information
under section 505 of thistitle.

Article 12. Dissolution
§1201. DISSOLUTION AND WINDING UP

A mutual benefit enterprise is dissolved only as provided in this article and
upon dissolution winds up in accordance with this article.

§1202. NONJUDICIAL DISSOLUTION
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Except as otherwise provided in sections 1203 and 1211 of this title, a
mutual benefit enterprise is dissolved and its activities shall be wound up:

(1) upon the occurrence of an event or at a time specified in the articles
of organization;

(2) upon the action of the enterprise’ s organizers, board of directors, or
member s under section 1204 or 1205 of thistitle; or

(3) 90 days after the dissociation of a member, which results in the
enterprise having one patron member and no other members, unless the

enterprise:
(A) has a sole member that is a cooperative; or

(B) not later than the end of the 90-day period, admits at |east one
member in accordance with the organic rules and has at least two members, at
least one of which is a patron member.

§ 1203. JUDICIAL DISSOLUTION

The superior court may dissolve a mutual benefit enterprise or order any
action that under the circumstances is appropriate and equitable:

(1) in aproceeding initiated by the attorney general, if:

(A) the enterprise obtained its articles of organization through fraud;

or

(B) the enterprise has continued to exceed or abuse the authority
conferred upon it by law; or

(2) in a proceeding initiated by a member, if:

(A) the directors are deadlocked in the management of the
enterprise’s affairs, the members are unable to break the deadlock, and
irreparable injury to the enterpriseis occurring or is threatened because of the
deadlock;

(B) thedirectors or those in control of the enterprise have acted, are
acting, or will act in a manner that isillegal, oppressive, or fraudulent;

(C) the members are deadlocked in voting power and have failed to
elect successors to directors whose terms have expired for two consecutive
periods during which annual members meetings were held or were
to be held; or

(D) the assets of the enterprise are being misapplied or wasted.
8 1204. VOLUNTARY DISSOLUTION BEFORE COMMENCEMENT OF
ACTIVITY
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A majority of the organizers or initial directors of a mutual benefit
enterprise that has not yet begun business activity or the conduct of its affairs
may dissolve the enterprise.

§ 1205. VOLUNTARY DISSOLUTION BY THE BOARD AND MEMBERS

(a) Except as otherwise provided in section 1204 of this title, for a mutual
benefit enterprise to voluntarily dissolve:

(1) aresolution to dissolve shall be approved by a majority vote of the
board of directors unless a greater percentage is reguired by the organic
rules;

(2) the board of directors shall call a members meeting to consider the
resolution, to be held not later than 90 days after adoption of
the resolution; and

(3) the board of directors shall mail or otherwise transmit or deliver to
each member in a record that complies with section 508 of this title:

(A) theresolution required by subdivision (1) of this subsection;

(B) a recommendation that the members vote in favor of the
resolution or, if the board determines that because of conflict of interest or
other special circumstances it should not make a favorable recommendation,
the basis of that determination; and

(C) notice of the members meeting, which shall be given in the same
manner as notice of a special meeting of members.

(b) Subject to subsection (c) of this section, a resolution to dissolve shall be
approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under subdivision (a)(2) of this section; and

(2) if the mutual benefit enterprise has investor members, at least a
majority of the votes cast by patron members, unless the organic rules require
agreater percentage.

(c) The organic rules may reguire that the percentage of votes under
subdivision (b)(1) of this section is:

(1) a different percentage that is not less than a majority of members
voting at the meeting; or

(2) measured against the voting power of all members; or

(3) a combination of subdivisions (1) and (2) of this subsection.
8 1206. WINDING UP
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(a) A mutual benefit enterprise continues after dissolution only for
pur poses of winding up its activities.

(b) In winding up a mutual benefit enterprise’s activities, the board of
directors shall cause the enterprise to:

(1) discharge its liabilities, settle and close its activities, and marshal
and distribute its assets;

(2) preserve the enterprise or its property as a going concern for no
more than a reasonable time;

(3) prosecute and defend actions and proceedings;

(4) transfer enterprise property; and

(5) perform other necessary acts.

(c) After dissolution and upon application of a mutual benefit enterprise, a
member, or a holder of financial rights, the superior court may order judicial
supervision of the winding up of the enterprise, including the appointment of a
person to wind up the enterprise’ s activities, if:

(1) after a reasonable time, the enterprise has not wound up its
activities; or

(2) the applicant establishes other good cause.

(d) If a person is appointed pursuant to subsection (c) of this section to
wind up the activities of a mutual benefit enterprise, the enterprise shall
promptly deliver to the secretary of state for filing an amendment to the
articles of organization to reflect the appointment.

§ 1207. DISTRIBUTION OF ASSETS IN WINDING UP MUTUAL BENEFIT
ENTERPRISE

(a) In winding up a mutual benefit enterprise's business, the enterprise
shall apply its assets to discharge its obligations to creditors, including
members that are creditors. The enterprise shall apply any remaining assets
to pay in money the net amount distributable to members in accordance with
their right to distributions under subsection (b) of this section.

(b) Unless the organic rules otherwise provide, in this subsection,
“financial interests’ means the amounts recorded in the names of membersin
the records of a mutual benefit enterprise at the time a distribution is made,
including amounts paid to become a member, amounts allocated but not
distributed to members, and amounts of distributions authorized but not yet
paid to members. Unless the organic rules otherwise provide, each member is
entitled to a distribution from the enterprise of any remaining assets in the
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proportion of the member’s financial interests to the total financial interests of
the member s after all other obligations are sati sfied.

§ 1208. KNOWN CLAIMS AGAINST DISSOLVED MUTUAL BENEFIT
ENTERPRISE

(a2) Subject to subsection (d) of this section, a dissolved mutual benefit
enterprise may dispose of the known claims against it by following the
procedure in subsections (b) and (c) of this section.

(b) A dissolved mutual benefit enterprise shall notify its known claimants of
the dissolution in a record. The notice shall:

(1) specify that a claimbein arecord:;

(2) specify the information reguired to be included in the claim;

(3) provide an address to which the claim shall be sent;

(4) state the deadline for receipt of the claim, which may not be less
than 120 days after the date the noticeis received by the claimant; and

(5) statethat the claim will be barred if not received by the deadline.

(c) A claim against a dissolved mutual benefit enterprise is barred if the
requirements of subsection (b) of this section are met, and:

(1) the enterprise is not notified of the claimant’s claim, in a record, by
the deadline specified in the notice under subdivision (b)(4) of this section;

(2) in the case of a claim that is timely received but reected by the
enterprise, the claimant does not commence an action to enforce the claim
against the enterprise within 90 days after receipt of the notice of the rejection;
or

(3) if aclaimistimely received but is neither accepted nor reected by
the enterprise within 120 days after the deadline for receipt of claims, the
claimant does not commence an action to enforce the claim against the

enterprise:
(A) after the 120-day period; and

(B) within 90 days after the 120-day period.

(d) This section does not apply to a claim based on an event occurring after
the date of dissolution or a liability that is contingent on that date.

§ 1209. OTHER CLAIMS AGAINST DISSOLVED MUTUAL BENEFIT
ENTERPRISE
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(a) A dissolved mutual benefit enterprise may publish notice of its
dissolution and request persons having claims against the enterprise to present
them in accordance with the notice.

(b) A notice under subsection (a) of this section shall:

(1) be published at least once in a newspaper of general circulation in
the county in which the dissolved mutual benefit enterprise’s principal officeis
located or, if the enterprise does not have a principal office in this state, in the
county in which the enterprise’ s designated office is or was last located;

(2) describe the information reguired to be contained in a claim and
provide an address to which the claimis to be sent; and

(3) state that a claim against the enterpriseis barred unless an action to
enforce the claim is commenced not later than three years after publication of
the notice.

(c) If a dissolved mutual benefit enterprise publishes a notice in
accordance with subsection (b) of this section, the claim of each of the
following claimants is barred unless the claimant commences an action to
enforce the claim not later than three years after the first publication date of
the notice:

(1) a claimant that is entitled to but did not receive notice in a record
under section 1208 of thistitle; and

(2) aclaimant whose claim is contingent or based on an event occurring
after the effective date of dissolution.

(d) A claim not barred under this section may be enforced:

(1) against a dissolved mutual benefit enterprise, to the extent of its
undistributed assets; or

(2) if the enterprise’s assets have been distributed in connection with
winding up the enterprise’s activities against a member or holder of financial
rights to the extent of that person’s proportionate share of the claim or the
enterprise’ s assets distributed to the person in connection with the winding up,
whichever is less. The person’'s total liability for all claims under this
subdivision shall not exceed the total amount of assets distributed to the person
as part of the winding up of the enterprise.

§ 1210. COURT PROCEEDING

(a) Upon application by a dissolved mutual benefit enterprise that has
published a notice under section 1209 of this title, the superior court in the
county where the enterprise’s principal office is located or, if the enterprise
does not have a principal office in this state where its designated office in this
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state is located, may determine the amount and form of security to be provided
for payment of claims against the enterprise that are contingent, have not been
made known to the enterprise, or are based on an event occurring after the
effective date of dissolution but that, based on the facts known to the
enterprise, are reasonably anticipated to arise after the effective date of
dissolution.

(b) Not later than 10 days after filing an application under subsection (a)
of this section, a dissolved mutual benefit enterprise shall give notice of the
proceeding to each known claimant holding a contingent claim.

(c) The court may appoint a representative in a proceeding brought under
this section to represent all claimants whose identities are unknown. The
dissolved mutual benefit enterprise shall pay reasonable fees and expenses of
the representative, including all reasonable attorney’ s and expert witness fees.

(d) Provision by the dissolved mutual benefit enterprise for security in the
amount and the form ordered by the court satisfies the enterprise’ s obligations
with respect to claims that are contingent, have not been made known to the
enterprise, or are based on an event occurring after the effective date of
dissolution, and the claims may not be enforced against a member that
received a distribution.

§1211. ADMINISTRATIVE DISSOLUTION

(2) The secretary of state may dissolve a mutual benefit enterprise
administratively if the enterprise does not:

(1) pay, not later than 60 days after the due date, any fee, tax, or penalty
due to the secretary of state under thistitle; or

(2) ddiver not later than 60 days after the due date its annual report to
the secretary of state.

(b) If the secretary of state determines that a ground exists for dissolving a
mutual benefit enterprise administratively, the secretary of state shall file a
record of the deter mination and serve the enterprise with a copy of the record.

(c) If, not later than 60 days after service of a copy of the secretary of
state's determination under subsection (b) of this section, the enterprise does
not correct each ground for dissolution or demonstrate to the satisfaction of
the secretary of state that each uncorrected ground determined by the
secretary of state does not exist, the secretary of state shall dissolve the
enterprise administratively by preparing and filing a declaration of dissolution
which states the grounds for dissolution. The secretary of state shall serve the
enterprise with a copy of the declaration.
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(d) A mutual benefit enterprise that has been dissolved administratively
continues its existence only for purposes of winding up its activities.

(e) The administrative dissolution of a mutual benefit enterprise does not
terminate the authority of its agent for service of process.

§1212. REINSTATEMENT FOLLOWING ADMINISTRATIVE
DISSOLUTION

(a) A mutual benefit enterprise that has been dissolved administratively
may apply to the secretary of state for reinstatement not later than two years
after the effective date of dissolution. The application shall be delivered to the
secretary of state for filing and state:

(1) the name of the enterprise and the effective date of its administrative
dissolution;

(2) that the grounds for dissolution either did not exist or have been
eliminated; and

(3) that the enterprise’s name satisfies the reguirements of section 111
of thistitle.

(b) If the secretary of state determines that an application contains the
information required by subsection (a) of this section and that the information
is correct, the secretary of state shall:

(1) prepare a declaration of reinstatement;

(2) filethe original of the declaration; and

(3) serve a copy of the declaration on the enterprise.

(c) When reinstatement under this section becomes effective, it relates back
to and takes effect as of the effective date of the administrative dissolution, and
the mutual benefit enterprise may resume or_continue its activities as if the
administrative dissolution had not occurred.

§1213. DENIAL OF REINSTATEMENT; APPEAL

(a) If the secretary of state denies a mutual benefit enterprise’ s application
for reinstatement following administrative dissolution, the secretary of state
shall prepare and file a notice that explains the reason for denial and serve the
enterprise with a copy of the notice.

(b) Not later than 30 days after service of a notice of denial of
reinstatement by the secretary of state, a mutual benefit enterprise may appeal
the denial by petitioning the superior court to set aside the dissolution. The
petition shall be served on the secretary of state and contain a copy of the
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secretary of state's declaration of dissolution, the enterprise’s application for
reinstatement, and the secretary of state' s notice of denial.

(c) The court may summarily order the secretary of state to reinstate the
dissolved enterprise or may take other action the court considers appropriate.

§1214. STATEMENT OF DISSOLUTION

(a) A mutual benefit enterprise that has dissolved or is about to dissolve
may deliver to the secretary of state for filing a statement of dissolution that
states.

(1) the name of the enterprise;

(2) the date the enterprise dissolved or will dissolve; and

(3)_any other information the enterprise consider s relevant.

(b) A person has notice of a mutual benefit enterprise’ s dissolution on the
later of:

(1) 90 days after a statement of dissolution isfiled; or

(2) the effective date stated in the statement of dissolution.
8§ 1215. STATEMENT OF TERMINATION

(a) A dissolved mutual benefit enterprise that has completed winding up
may deliver to the secretary of state for filing a statement of termination that
states.

(1) the name of the enterprise;

(2) thedate of filing of itsinitial articles of organization; and

(3) _that the enterprise is terminated.

(b) The filing of a statement of termination does not itself terminate the
mutual benefit enterprise.

Article 13. Action By Member
8§ 1301. DERIVATIVE ACTION

A member may maintain a derivative action to enforce a right of a mutual
benefit enterpriseif:

(1) the member demands that the enterprise bring an action to enforce
theright; and

(2) any of the following occur:

(A) the enterprise does not, within 90 days after the member makes
the demand, agree to bring the action;
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(B) the enterprise notifies the member that it has rejected the

demand:;

(C) irreparable harm to the enterprise would result by waiting 90
days after the member makes the demand; or

(D) the enterprise agrees to bring an action demanded and fails to
bring the action within a reasonable time.

§ 1302. PROPER PLAINTIFF

(a) A derivative action to enforce a right of a mutual benefit enterprise may
be maintained only by a person that:

(1) is a member or a dissociated member at the time the action is
commenced and:

(A) was a member when the conduct giving rise to the action
occurred; or

(B) whose status as a member devolved upon the person by operation
of law or the organic rules from a person that was a member at the time of the
conduct; and

(2) adequately represents the interests of the enterprise.

(b) If the sole plaintiff in a derivative action dies while the action is
pending, the court may permit another member who meets the requirements of
subsection (a) of this section to be substituted as plaintiff.

§ 1303. PLEADING

In a derivative action to enforce a right of a mutual benefit enterprise, the
complaint shall state:

(1) the date and content of the plaintiff s demand under subdivision
1301(1) of thistitle and the enterprise' s response;

(2) if 90 days have not expired since the demand, how irreparable harm
to the enterprise would result by waiting for the expiration of 90 days; and

(3)_if the enterprise agreed to bring an action demanded, that the action
has not been brought within a reasonable time.

§1304. APPROVAL FOR DISCONTINUANCE OR SETTLEMENT

A derivative action to enforce a right of a mutual benefit enterprise may not
be discontinued or settled without the court’s approval.

8 1305. PROCEEDS AND EXPENSES
(a) Except as otherwise provided in subsection (b) of this section:
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(1) any proceeds or other benefits of a derivative action to enforce a
right of a mutual benefit enterprise, whether by judgment, compromise, or
settlement, belong to the enter prise and not to the plaintiff; and

(2) if the plaintiff in the derivative action receives any proceeds, the
plaintiff shall immediately remit them to the enterprise.

(b) If a derivative action to enforce a right of a mutual benefit enterpriseis
successful in whole or in part, the court may award the plaintiff reasonable
expenses, including reasonable attorney’s fees and costs, from the recovery of

the enterprise.

Article 14. Foreign enterprises
8§ 1401. GOVERNING LAW

(2) The law of the state or other jurisdiction under which a foreign
enterprise is organized governs relations among the members of the foreign
enterprise and between the members and the foreign enterprise.

(b) A foreign enterprise may not be denied a certificate of authority
because of any difference between the law of the jurisdiction under which the
foreign enterprise is organized and the law of this state.

(c) A certificate of authority does not authorize a foreign enterprise to
engage in any activity or exercise any power that a mutual benefit enterprise
may not engage in or exercisein this state.

§ 1402. APPLICATION FOR CERTIFICATE OF AUTHORITY

(a) A foreign enterprise may apply for a certificate of authority by
delivering an application to the secretary of state for filing. The application
shall state:

(1) the name of the foreign enterprise and, if the name does not comply
with section 111 of this title, an alternative name adopted pursuant to section
1405 of thistitle;

(2) the name of the state or other jurisdiction under whose law the
foreign enterprise is organized;

(3) the street address and, if different, mailing address of the principal
office and, if the law of the jurisdiction under which the foreign enterprise is
organized requires the foreign enterprise to maintain another office in that
jurisdiction, the street address and, if different, mailing address of the required
office;

(4) the street address and, if different, mailing address of the foreign
enterprise’s designated office in this state, and the name of the foreign
enterprise’ s agent for service of process at the designated office; and
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(5) the name, street address and, if different, mailing address of each of
the foreign enterprise’s current directors and officers.

(b) A foreign enterprise shall deliver with a completed application under
subsection (a) of this section a certificate of good standing or existence or a
similar record signed by the secretary of state or other official having custody
of the foreign enterprise’s publicly filed records in the state or other
jurisdiction under whose law the foreign enterprise is organized.

§ 1403. ACTIVITIESNOT CONSTITUTING TRANSACTING BUSNESS

(a) Activities of a foreign enterprise which do not constitute transacting
business in this state under this article include:

(1) maintaining, defending, and settling an action or proceeding;

(2) holding mesetings of the foreign enterprise' s members or directors or
carrying on any other activity concerning the foreign enterprise's internal
affairs;

(3) maintaining accounts in financial institutions;

(4) maintaining offices or agencies for the transfer, exchange, and
registration of the foreign enterprise’s own securities or maintaining trustees
or depositories with respect to those securities;

(5) sdling through independent contractors;

(6) soliciting or obtaining orders, whether by mail or € ectronic means,
through employees, agents, or otherwise, if the orders require acceptance
outside this state before they become contracts;

(7) creating or acquiring indebtedness, mortgages, or security interests
inreal or personal property;

(8) securing or collecting debts or enforcing mortgages or other
security interests in property securing the debts, and holding, protecting, and
maintaining property so acquired;

(9) conducting an isolated transaction that is completed within 30 days
and is not onein the course of similar transactions; and

(10) transacting business in interstate commerce.

(b)  For purposes of this article, the ownership in this state of
income-producing real property or tangible personal property, other than
property excluded under subsection (a) of this section, constitutes transacting
business in this state.
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(c) This section does not apply in determining the contacts or activities that
may subject a foreign enterprise to service of process, taxation, or requlation
under the laws of this state other than thistitle.

§ 1404. ISSUANCE OF CERTIFICATE OF AUTHORITY

Unless the secretary of state determines that an application for a certificate
of authority does not comply with the filing requirements of this title, the
secretary of state, upon payment by the foreign enterprise of all filing fees,
shall file the application, issue a certificate of authority, and send a copy of the
filed certificate, together with a receipt for the fees, to the foreign enterprise or
its representative.

§ 1405. NONCOMPLYING NAME OF FOREIGN ENTERPRISE

(a) A foreign enterprise whose name does not comply with section 111 of
this title may not obtain a certificate of authority until it adopts, for the
purpose of transacting business in this state, an alternative name that complies
with section 111. A foreign enterprise that adopts an alter native name under
this subsection and then obtains a certificate of authority with that name need
not also comply with chapter 15 of Title 11. After obtaining a certificate of
authority with an alter native name, a foreign enterprise’ s business in this state
shall be transacted under that name unless the foreign enterprise is authorized
under chapter 15 of Title 11 to transact business in this state under another
name.

(b) If a foreign enterprise authorized to transact business in this state
changes its name to one that does not comply with section 111 of this title, it
may not thereafter transact business in this state until it complies with
subsection (a) of this section and obtains an amended certificate of authority.

§ 1406. REVOCATION OF CERTIFICATE OF AUTHORITY

(a) A certificate of authority may be revoked by the secretary of state in the
manner provided in subsection (b) of this section if the foreign enterprise does
not:

(1) pay, not later than 60 days after the due date, any fee, tax, or penalty
due to the secretary of state under thistitle;

(2) deliver, not later than 60 days after the due date, its annual report;

(3) appoint and maintain an agent for service of process; or

(4) deliver for filing a statement of change not later than 30 days after a
change has occurred in the name of the agent or the address of the foreign
enterprise’ s designated office.
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(b) To revoke a certificate of authority, the secretary of state shall file a
notice of revocation and send a copy to the foreign enterprise’s registered
agent for service of process in this state or, if the foreign enterprise does not
appoint and maintain an agent for service of process in this state, to the
foreign enterprise’ s principal office. The notice shall state:

(1) the revocation’s effective date, which shall be at least 60 days after
the date the secretary of state sends the copy; and

(2) the foreign enterprise’s noncompliance that is the reason for the
revocation.

(c) The authority of a foreign enterprise to transact business in this state
ceases on the effective date of the notice of revocation unless before that date
the foreign enterprise cures each failure to comply stated in the notice. If the
foreign enterprise cures the failures, the secretary of state shall so indicate on
the filed notice.

§ 1407. CANCELLATION OF CERTIFICATE OF AUTHORITY; EFFECT OF
FAILURE TO HAVE CERTIFICATE

(a) To cancd its certificate of authority, a foreign enterprise shall deliver
to the secretary of state for filing a notice of cancellation. The certificate is
cancel ed when the notice becomes effective under section 203 of thistitle.

(b) A foreign enterprise transacting business in this state may not maintain
an action or proceeding in this state unless it has a certificate of authority.

(c) Thefailure of a foreign enterprise to have a certificate of authority does
not impair the validity of a contract or act of the foreign enterprise or prevent
the foreign enterprise from defending an action or proceeding in this state.

(d) A member of a foreign enterprise is not liable for the obligations of the
foreign enterprise solely by reason of the foreign enterprise's having
transacted business in this state without a certificate of authority.

(e) If a foreign enterprise transacts business in this state without a
certificate of authority or cancels its certificate, it appoints the secretary of
state as its agent for service of process for an action arising out of the
transaction of business in this state.

§ 1408. ACTION BY ATTORNEY GENERAL

The attorney general may maintain an action to restrain a foreign
enterprise from transacting business in this state in violation of this article.

Article 15. Disposition of Assets

§ 1501. DISPOSTION OF ASSETS NOT REQUIRING MEMBER
APPROVAL
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Unless the articles of organization otherwise provide, member approval
under section 1502 of this title is not required for a mutual benefit enterprise
to:

(1) =dl, lease, exchange, license, or otherwise dispose of all or any part
of the assets of the enterprise in the usual and reqular cour se of business; or

(2) mortgage, pledge, dedicate to the repayment of indebtedness, or
encumber in any way all or any part of the assets of the enterprise whether or
not in the usual and regular course of business.

§ 1502. MEMBER APPROVAL OF OTHER DISPOSTION OF ASSETS

A sale, lease, exchange, license, or other disposition of assets of a mutual
benefit enterprise, other than a disposition described in section 1501 of this
title, requires approval of the enterprise’s members under sections 1503 and
1504 of this title if the disposition |eaves the enterprise without significant
continuing business activity.

§ 1503. NOTICE AND ACTION ON DISPOSTION OF ASSETS

For a mutual benefit enterprise to dispose of assets under section 1502 of
thistitle:

(1) a majority of the board of directors, or a greater percentage if
required by the organic rules, shall approve the proposed disposition; and

(2) the board of directors shall call a members’ meeting to consider the
proposed disposition, hold the meeting not later than 90 days after approval of
the proposed disposition by the board, and mail or otherwise transmit or
deliver in arecord to each member:

(A) the terms of the proposed disposition;

(B) a recommendation that the members approve the disposition, or
if the board determines that because of conflict of interest or other special
circumstances it should not make a favorable recommendation, the basis for
that determination;

(C) a statement of any condition of the board's submission of the
proposed disposition to the members; and

(D) notice of the meeting at which the proposed disposition will be
considered, which shall be given in the same manner as notice of a special
meeting of members.

§1504. DISPOSTION OF ASSETS

(a) Subject to subsection (b) of this section, a disposition of assets under
section 1502 of thistitle shall be approved by:
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(1) at least two-thirds of the voting power of members present at a
members meeting called under subdivision 1503(2) of thistitle; and

(2) if the mutual benefit enterprise has investor members, at least a
majority of the votes cast by patron members, unless the organic rules require
a greater percentage vote by patron members.

(b) The organic rules may require that the percentage of votes under
subdivision (a)(1) of thistitleis:

(1) a different percentage that is not less than a majority of members
voting at the meeting;

(2) measured against the voting power of all members; or

(3) a combination of subdivisions (1) and (2) of this subsection.

(c) Subject to any contractual obligations, after a disposition of assets is
approved and at any time before the consummation of the disposition, a mutual
benefit enterprise may approve an amendment to the contract for disposition
or_the resolution authorizing the disposition or approve abandonment of the
disposition:

(1) asprovided inthe contract or the resolution; and

(2) except as prohibited by the resol ution, with the same affir mative vote
of the board of directors and of the members as was required to approve the
disposition.

(d) The voting reguirements for districts, classes, or voting groups under
section 404 of this title apply to approval of a disposition of assets under this
article.

Article 16. Conversion and Merger
8§ 1601. DEFINITIONS
In thisarticle:

(1) “ Constituent entity” means an entity that is a party to a merger.

(2) “ Constituent mutual benefit enterprise’” means a mutual benefit
enterprisethat is a party to a merqger.

(3) “ Converted entity” means the organization into which a converting
entity converts pursuant to sections 1602 through 1605 of this title.

(4) “ Converting entity” means an entity that converts into another entity
pursuant to sections 1602 through 1605 of thistitle.

(5) “Converting mutual benefit enterprise’ means a converting entity
that is a mutual benefit enterprise.
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(6) “Organizational documents’” means articles of incorporation,
bylaws, articles of organization, operating agreements, partnership
agreements, or other documents serving a similar function in the creation and
governance of an entity.

(7)_“ Personal liahility” means personal liability for a debt, liability, or
other obligation of an entity imposed, by operation of law or otherwise, on a
person that co-owns or has an interest in the entity:

(A) by the entity's organic law solely because of the person
co-owning or having an interest in the entity; or

(B) by the entity’s organizational documents under a provision of the
entity’s organic law_authorizing those documents to make one or more
specified persons liable for all or specified parts of the entity’s debts,
liabilities, and other obligations solely because the person co-owns or has an
interest in the entity.

(8) “Surviving entity” means an entity into which one or more other
entities are merged, whether the entity existed before the merger or is created

by the merger.
8 1602. CONVERS ON

(a) An entity that is not a mutual benefit enterprise may convert to a mutual
benefit enterprise and a mutual benefit enterprise may convert to an entity that
is not a mutual benefit enterprise pursuant to this section, sections 1603
through 1605 of thistitle, and a plan of conversion, if:

(1) theother entity' s organic law authorizes the conversion:;

(2) the conversion is not prohibited by the law of the jurisdiction that
enacted the other entity’s organic law; and

(3) the other entity complies with its organic law in effecting the
conversion.

(b) A plan of conversion shall bein a record and shall include:

(1) the name and form of the entity before conversion;

(2) the name and form of the entity after conversion;

(3) the terms and conditions of the conversion, including the manner
and basis for converting interests in the converting entity into any combination
of money, interests in the converted entity, and other consideration; and

(4) the organizational documents of the proposed converted entity.

§ 1603. ACTION ON PLAN OF CONVERSON BY CONVERTING MUTUAL
BENEFIT ENTERPRISE
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(a) For a mutual benefit enterprise to convert to another entity, a plan of
conversion shall be approved by a majority of the board of directors, or a
greater percentage if required by the organic rules, and the board of directors
shall call a members meeting to consider the plan of conversion, hold the
meeting not later than 90 days after approval of the plan by the board, and
mail or otherwise transmit or deliver in arecord to each member:

(1) the plan, or a summary of the plan and a statement of the manner in
which a copy of the plan in a record may be reasonably obtained by a member:

(2) arecommendation that the members approve the plan of conversion,
or if the board determines that because of a conflict of interest or other
circumstances it should not make a favorable recommendation, the basis for
that determination;

(3) a statement of any condition of the board’s submission of the plan of
conversion to the members; and

(4) notice of the meeting at which the plan of conversion will be
considered, which shall be given in the same manner as notice of a special
meeting of members.

(b) Subject to subsections (c) and (d) of this section, a plan of conversion
shall be approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under subsection (a) of this section; and

(2) if the mutual benefit enterprise has investor members, at least a
majority of the votes cast by patron members, unless the organic rules require
agreater percentage vote by patron members.

(c) The organic rules may reguire that the percentage of votes under
subdivision (b)(1) of this section is:

(1) a different percentage that is not less than a majority of members
voting at the meeting;

(2) measured against the voting power of all members; or

(3) a combination of subdivisions (1) and (2) of this subsection.

(d) The vote required to approve a plan of conversion may not be less than
the vote reguired for the members of the mutual benefit enterprise to amend the
articles of organization.

(e) Consent in a record to a plan of conversion by a member shall be
delivered to the mutual benefit enterprise before delivery of articles of
conversion for filing if as a result of the conversion, the member will have:
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(1) personal liability for an obligation of the enterprise; or

(2) an obligation or liahility for an additional contribution.

(f)_Subject to subsection (e) of this section and any contractual rights, after
a conversion is approved and at any time before the effective date of the
conversion, a converting mutual benefit enterprise may amend a plan of
conversion or abandon the planned conversion:

(1) asprovidedin the plan; and

(2) except as prohibited by the plan, by the same affirmative vote of the
board of directors and of the members as was reguired to approve the plan.

(g) The voting requirements for districts, classes, or voting groups under
section 404 of this title apply to approval of a conversion under this article.

8§1604. FILINGSREQUIRED FOR CONVERS ON: EFFECTIVE DATE
(a) After a plan of conversion is approved:

(1) a converting mutual benefit enterprise shall deliver to the secretary
of state for filing articles of conversion, which shall include:

(A) a statement that the mutual benefit enterprise has been converted
into another entity;

(B) the name and form of the converted entity and the jurisdiction of
its governing statute;

(C) the date the conversion is effective under the governing statute of
the converted entity;

(D) a statement that the conversion was approved as required by this

title;

(E) a statement that the conversion was approved as required by the
governing statute of the converted entity; and

(F) _if the converted entity is an entity organized in a jurisdiction
other than this state and is not authorized to transact business in this state, the
street address and, if different, mailing address of an office which the secretary
of state may use for purposes of section 120 of thistitle; and

(2) if the converting entity is not a converting mutual benefit enterprise,
the converting entity shall deliver to the secretary of state for filing articles of
organization, which shall include, in addition to the information required by
section 302 of thistitle:

(A) a statement that the enterprise was converted from another

entity;
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(B) the name and form of the converting entity and the jurisdiction of
its governing statute; and

(C) a statement that the conversion was approved in a manner that
complied with the converting entity’ s governing statute.

(b) A conversion becomes effective:

(1) if the converted entity is a mutual benefit enterprise, when the
articles of conversion take effect pursuant to subsection 203(c) of thistitle; or

(2) if the converted entity is not a mutual benefit enterprise, as provided
by the governing statute of the converted entity.

8§ 1605. EFFECT OF CONVERSON

(a) An entity that has been converted pursuant to this article is for all
purposes the same entity that existed before the conversion and is not a new
entity but, after conversion, is organized under the organic law of the
converted entity and is subject to that law and other law as it applies to the
converted entity.

(b) When a conversion takes effect under this article:

(1) all property owned by the converting entity remains vested in the
converted entity:;

(2) all debts, liabilities, and other obligations of the converting entity
continue as obligations of the converted entity;

(3) an action or proceeding pending by or against the converting entity
may be continued as if the conversion had not occurred;

(4) except as prohibited by other law, all the rights, privileges,
immunities, powers, and purposes of the converting entity remain vested in the
converted entity;

(5) except as otherwise provided in the plan of conversion, the terms
and conditions of the plan of conversion take effect; and

(6) except as otherwise provided in the plan of conversion, the
conversion does not dissolve a converting mutual benefit enterprise for
purposes of Article 12 of thistitle.

(c) A converted entity that is an entity organized under the laws of a
jurisdiction other than this state consents to the jurisdiction of the courts of
this state to enforce any obligation owed by the converting mutual benefit
enterprise if, before the conversion, the converting mutual benefit enterprise
was subject to suit in this state on the obligation. A converted entity that is an
entity organized under the laws of a jurisdiction other than this state and not
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authorized to transact business in this state appoints the secretary of state as
its agent for service of process for purposes of enforcing an obligation under
this subsection. Service on the secretary of state under this subsection is made
in the same manner and with the same consequences as under subsections
120(c) and (d) of thistitle.

§ 1606. MERGER

(a) One or more mutual benefit enterprises may merge with one or more
other entities pursuant to this article and a plan of merger if:

(1) the governing statute of each of the other entities authorizes the
merger;

(2) the merger is not prohibited by the law of a jurisdiction that enacted
any of those gover ning statutes; and

(3) each of the other entities complies with its governing statute in
effecting the merger.

(b) A plan of merger shall bein a record and shall include:

(1) the name and form of each constituent entity;

(2) the name and form of the surviving entity and, if the surviving entity
isto be created by the merger, a statement to that effect;

(3) _the terms and conditions of the merger, including the manner and
basis for converting the interests in each constituent entity into any
combination of money, interests in the surviving entity, and other
consideration;

(4) if the surviving entity is to be created by the merger, the surviving
entity’ s organizational documents;

(5) if the surviving entity is not to be created by the merger, any
amendments to be made by the merger to the surviving entity’ s organizational
documents; and

(6) if a member of a constituent mutual benefit enterprise will have
personal liability with respect to a surviving entity, the identity of the member
by descriptive class or other reasonable manner.

§ 1607. NOTICE AND ACTION ON PLAN OF MERGER BY
CONSTITUENT MUTUAL BENEFIT ENTERPRISE

(a) For a mutual benefit enterprise to merge with another entity, a plan of
merger shall be approved by a majority vote of the board of directors or a
greater percentage if required by the enterprise' s organic rules.
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(b) The board of directors shall call a members’ meeting to consider a plan
of merger approved by the board, hold the meeting not later than 90 days after
approval of the plan by the board, and mail or otherwise transmit or deliver in
arecord to each member:

(1) the plan of merger, or a summary of the plan and a statement of the
manner in which a copy of the plan in a record may be reasonably obtained by
amember;

(2) arecommendation that the members approve the plan of merger, or
if the board determines that because of conflict of interest or other special
circumstances it should not make a favorable recommendation, the basis for
that determination;

(3) a statement of any condition of the board’s submission of the plan of
merger to the members; and

(4) notice of the meeting at which the plan of merger will be considered,
which shall be given in the same manner as notice of a special meeting of
members.

§ 1608. APPROVAL OR ABANDONMENT OF MERGER BY MEMBERS

(a) Subject to subsections (b) and (c) of this section, a plan of merger shall
be approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under subsection 1607(b) of thistitle; and

(2) if the mutual benefit enterprise has investor members, at least a
majority of the votes cast by patron members, unless the organic rules require
a greater percentage vote by patron members.

(b) The organic rules may provide that the percentage of votes under
subdivision (a)(1) of this sectionis:

(1) a different percentage that is not less than a majority of members
voting at the meeting;

(2) _measured against the voting power of all members; or

(3) a combination of subdivisions (1) and (2) of this subsection.

(c) The vote required to approve a plan of merger may not be less than the
vote required for the members of the mutual benefit enterprise to amend the
articles of organization.

(d) Consent in arecord to a plan of merger by a member shall be delivered
to the mutual benefit enterprise before delivery of articles of merger for filing
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pursuant to section 1609 of this title if as a result of the merger, the member
will have:

(1) personal liahility for an obligation of the enterprise; or

(2) an obligation or liahility for an additional contribution.

(e) Subject to subsection (d) of this section and any contractual rights, after
amerger is approved, and at any time befor e the effective date of the merger, a
mutual benefit enterprise that is a party to the merger may approve an
amendment to the plan of merger or approve abandonment of the planned

merger:
(1) asprovidedin the plan; and

(2) except as prohibited by the plan, with the same affirmative vote of
the board of directors and of the members as was required to approve the

plan.

(f) The voting requirements for districts, classes, or voting groups under
section 404 of thistitle apply to approval of a merger under this article.
8 1609. FILINGSREQUIRED FOR MERGER; EFFECTIVE DATE

(a) After each constituent entity has approved a merger, articles of merger
shall be signed on behalf of each constituent entity by an authorized
representative.

(b) The articles of merger shall include:

(1) the name and form of each constituent entity and the jurisdiction of
its governing statute;

(2) the name and form of the surviving entity, the jurisdiction of its
governing statute, and, if the surviving entity is created by the merger, a
statement to that effect;

(3) the date the merger is effective under the governing statute of the
surviving entity;

(4) if the surviving entity is to be created by the merger and:

(A)  will be a mutual benefit enterprise, the mutual benefit
enterprise’ s articles of organization; or

(B) will be an entity other than a mutual benefit enterprise, the
organizational document that creates the entity;

(5) if the surviving entity is not created by the merger, any amendments
provided for in the plan of merger to the organizational document that created

the entity;

VT LEG 261787.1



BILL ASPASSED THE HOUSE H.21
2011 Page 206 of 209

(6) a statement as to each constituent entity that the merger was
approved as required by the entity’ s governing statute;

(7) _if the surviving entity is a foreign organization not authorized to
transact business in this state, the street address and, if different, mailing
address of an office which the secretary of state may use for the purposes of
section 120 of thistitle; and

(8) any additional information reguired by the governing statute of any
constituent entity.

(c) Each mutual benefit enterprise that is a party to a merger shall deliver
the articles of merger to the secretary of state for filing.

(d) A merger becomes effective under this article:

(1) if the surviving entity is a mutual benefit enterprise, upon the latter

of:

(A) compliance with subsection (c) of this section; or

(B) subject to subsection 203(c) of this title, as specified in the
articles of merger; or

(2) if the surviving entity is not a mutual benefit enterprise, as provided
by the governing statute of the surviving entity.

§1610. EFFECT OF MERGER
(a) When a merger becomes effective:

(1) the surviving entity continues or comes into existence;

(2) each constituent entity that merges into the surviving entity ceases to
exist as a separ ate entity;

(3) _all property owned by each constituent entity that ceases to exist
vests in the surviving entity;

(4) all debts, liabilities, and other obligations of each constituent entity
that ceases to exist continue as obligations of the surviving entity;

(5) an action or proceeding pending by or against any constituent entity
that ceases to exist may be continued as if the merger had not occurred;

(6) except as prohibited by law other than thistitle, all rights, privileges,
immunities, powers, and purposes of each constituent entity that ceases to exist
vest in the surviving entity;

(7) _except as otherwise provided in the plan of merger, the terms and
conditions of the plan take effect;
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(8) except as otherwise provided in the plan of merger, if a merging
mutual benefit enterprise ceases to exist, the merger does not dissolve the
enterprise for purposes of Article 12 of thistitle;

(9) if the surviving entity is created by the merger and:

(A) isa mutual benefit enterprise, the articles of organization become
effective; or

(B) is an entity other than a mutual benefit enterprise, the
organizational document that creates the entity becomes effective; and

(10) if the surviving entity is not created by the merger, any amendments
made by the articles of merger for the organizational documents of the
surviving entity become effective.

(b) A surviving entity that is an entity organized under the laws of a
jurisdiction other than this state consents to the jurisdiction of the courts of
this state to enforce any obligation owed by the constituent entity if, before the
merger, the constituent entity was subject to suit in this state on the obligation.
A surviving entity that is an entity organized under the laws of a jurisdiction
other than this state and not authorized to transact business in this state
appoints the secretary of state as its agent for service of process for purposes
of enforcing an obligation under this subsection. Service on the secretary of
state under this subsection is made in the same manner and with the same
consequences as in subsections 120(c) and (d) of thistitle.

§1611. CONSOLIDATION

(a) Constituent entities that are mutual benefit enterprises or foreign
enterprises may agree to call a merger a consolidation under this article.

(b) All provisions governing mergers or using the term “ merger” in this
title apply equally to mergers that the constituent entities choose to call
consolidations under subsection (a) of this section.

§1612. ARTICLE NOT EXCLUSVE

This article does not prohibit a mutual benefit enterprise from being
converted or merged under law other than thistitle.

Article 17. Miscellaneous Provisions
§1701. UNIFORMITY OF APPLICATION AND CONSTRUCTION

In applying and construing this uniform act, consideration shall be given to
the need to promote uniformity of the law with respect to its subject matter
among states that enact it.
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§ 1702. RELATION TO ELECTRONIC SGNATURES IN GLOBAL AND
NATIONAL COMMERCE ACT

This title modifies, limits, or supersedes the federal Electronic Sgnaturesin
Global and National Commerce Act, 15 U.SC. Section 7001 et seq., but does
not modify, limit, or supersede Section 101(c) of that act, 15 U.S.C. Section
7001(c) or authorize electronic delivery of any of the notices described in
Section 103(b) of that act, 15 U.S.C. Section 7003(b).

§1703. SAVINGS CLAUSE

This title does not affect an action or proceeding commenced, or right
accrued, befor e the effective date.

Sec. 2. 11 V.SA. §992 isamended to read:
§992. USE OF “ COOPERATIVE:"
The use of the word “ cooperative” as a part of the name of any Hdividual;

pa%n&slm—p—eeme%en—e%asseeraﬂen person is hereby limited to such
assoekations persons as are legally organized and chartered under the

provisions of this subehapter-or—chapters 1,-8-14-o17 chapter or chapters 8
or 14 of thistitle.

Sec. 3. 11 V.SA. §1621 is amended to read:
8§ 1621. REGISTRATION OF BUSINESSNAME BY PERSONS,
PARTNERSHIPS, AND ASSOCIATIONS

* * %

(c) The secretary of state shall decline to register any business name that is
the same as, deceptively similar to, or likely to be confused with or mistaken
for any other business name of any name registered or reserved under this
chapter, or the name of any other entity, whether domestic or foreign, that is
reserved, registered, or granted by or with the secretary of state, or any name
that would lead a reasonable person to conclude that the business is a type of
entity that it is not.

* * %

Sec. 4. 11 V.SA. 81623 is amended to read:
8 1623. REGISTRATION BY CORPORATIONS AND LIMITED
LIABILITY COMPANIES

(a) A corporation or limited liability company doing business in this state
under any name other than that of the corporation or limited liability company
shall be subject to all the provisions of this chapter; and shall file returns
sworn to by some officer or member of such corporation or by some member
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or manager of such limited liability company, setting forth the name other than
the corporate or limited liability company name under which such businessis
carried on, the name of the town wherein such businessis to be carried on, a
brief description of the kind of business transacted under such name, and the
corporate or the limited liability company name and location of the principal
office of such corporation or limited liability company.

(b) The secretary of state shall decline to register any business name that is
the same as, deceptively similar to, or likely to be confused with or mistaken
for any other business name of any name registered or reserved under this
chapter or the name of any other entity, whether domestic or foreign, that is
reserved, registered, or granted by or with the secretary of state or any name
that would lead a reasonable person to conclude that the business is a type of
entity that it is not.

Sec. 5. EFFECTIVE DATE
Thistitle shall take effect on passage.
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