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Journal of the House
________________

Thursday, February 26, 2009

At one o'clock in the afternoon the Speaker called the House to order.

Devotional Exercises

Devotional exercises were conducted by Rev. Rebecca Clark of Trinity
United Methodist Church, Montpelier.

Message from the Senate No. 21

A message was received from the Senate by Mr. Marshall, its Assistant
Secretary, as follows:

Mr. Speaker:

I am directed to inform the House that:

The Senate has on its part passed Senate bills of the following titles:

S. 48. An act relating to marketing of prescription drugs.

S. 67. An act relating to motor vehicles.

S. 70. An act relating to clarifying the procedure for reinstatement of a
driver’s license based on total abstinence from alcohol and drugs.

S. 73. An act relating to the universal service fund.

S. 84. An act relating to Vermont Veterans' Memorial Cemetery.

S. 96. An act relating to unclaimed property.

In the passage of which the concurrence of the House is requested.

The Senate has considered a bill originating in the House of the following
title:

H. 232. An act relating to fiscal year 2009 budget adjustment.

And has passed the same in concurrence with proposal of amendment in the
adoption of which the concurrence of the House is requested.

The Senate has considered House proposal of amendment to Senate bill of
the following title:

S. 13. An act relating to improving Vermont's sexual abuse response
system.
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And has concurred therein with an amendment in the passage of which the
concurrence of the House is requested.

The Senate has on its part adopted joint resolution of the following title:

J.R.S. 22. Joint resolution providing for a Joint Assembly to vote on the
retention of three Superior Judges, and one District Judge.

In the adoption of which the concurrence of the House is requested.

Rules Suspended; House Bills Introduced

House bills of the following titles were severally introduced. Pending first
reading of the bills, on motion of Rep. Flory of Pittsford, the rules were
suspended and the bills were read the first time by number and referred as
follows:

H. 291

By Reps. Lorber of Burlington, Ancel of Calais, Andrews of Rutland City,
Aswad of Burlington, Atkins of Winooski, Bissonnette of Winooski, Bohi of
Hartford, Botzow of Pownal, Bray of New Haven, Burke of Brattleboro,
Cheney of Norwich, Clarkson of Woodstock, Conquest of Newbury,
Copeland-Hanzas of Bradford, Courcelle of Rutland City, Davis of
Washington, Deen of Westminster, Donahue of Northfield, Edwards of
Brattleboro, Evans of Essex, Fisher of Lincoln, Frank of Underhill, French of
Shrewsbury, French of Randolph, Geier of South Burlington, Greshin of
Warren, Haas of Rochester, Head of South Burlington, Heath of Westford,
Howard of Rutland City, Jerman of Essex, Jewett of Ripton, Johnson of South
Hero, Kitzmiller of Montpelier, Klein of East Montpelier, Lanpher of
Vergennes, Larson of Burlington, Lenes of Shelburne, Leriche of Hardwick,
Macaig of Williston, Martin of Springfield, Martin of Wolcott, Masland of
Thetford, McCullough of Williston, Miller of Shaftsbury, Minter of
Waterbury, Mitchell of Barnard, Mook of Bennington, Moran of Wardsboro,
Mrowicki of Putney, Nuovo of Middlebury, O'Brien of Richmond, Orr of
Charlotte, Partridge of Windham, Pellett of Chester, Peltz of Woodbury, Potter
of Clarendon, Pugh of South Burlington, Ram of Burlington, Shand of
Weathersfield, Sharpe of Bristol, Smith of Mendon, South of St. Johnsbury,
Spengler of Colchester, Stevens of Waterbury, Sweaney of Windsor, Taylor of
Barre City, Till of Jericho, Toll of Danville, Trombley of Grand Isle, Waite-
Simpson of Essex, Webb of Shelburne, Weston of Burlington, Wilson of
Manchester, Wizowaty of Burlington, Zenie of Colchester and Zuckerman of
Burlington,

An act relating to a bill of rights for children of arrested and incarcerated
parents;
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To the committee on Human Services.

H. 292

By Reps. Cheney of Norwich, Edwards of Brattleboro, Jerman of Essex,
Masland of Thetford, Mitchell of Barnard, Weston of Burlington and Young of
St. Albans City,

An act relating to property tax exemption for energy efficiency and
renewable energy improvements;

To the committee on Ways and Means.

H. 293

By Reps. Moran of Wardsboro, Acinapura of Brandon, Adams of Hartland,
Ainsworth of Royalton, Ancel of Calais, Andrews of Rutland City, Baker of
West Rutland, Botzow of Pownal, Branagan of Georgia, Bray of New Haven,
Canfield of Fair Haven, Cheney of Norwich, Clark of Vergennes, Clarkson of
Woodstock, Consejo of Sheldon, Davis of Washington, Devereux of Mount
Holly, Evans of Essex, Fagan of Rutland City, Flory of Pittsford, French of
Randolph, Gilbert of Fairfax, Greshin of Warren, Haas of Rochester, Head of
South Burlington, Helm of Castleton, Higley of Lowell, Hooper of Montpelier,
Howrigan of Fairfield, Hube of Londonderry, Hubert of Milton, Jewett of
Ripton, Johnson of Canaan, Keenan of St. Albans City, Koch of Barre Town,
Lanpher of Vergennes, Lawrence of Lyndon, Lorber of Burlington, Macaig of
Williston, Malcolm of Pawlet, Manwaring of Wilmington, Martin of
Springfield, McAllister of Highgate, McDonald of Berlin, Miller of
Shaftsbury, Mitchell of Barnard, Mook of Bennington, Myers of Essex, Pearce
of Richford, Pellett of Chester, Peltz of Woodbury, Perley of Enosburg, Pugh
of South Burlington, Ram of Burlington, Savage of Swanton, Scheuermann of
Stowe, Sharpe of Bristol, South of St. Johnsbury, Spengler of Colchester,
Stevens of Waterbury, Stevens of Shoreham, Turner of Milton, Webb of
Shelburne, Wilson of Manchester, Winters of Williamstown, Wizowaty of
Burlington, Young of St. Albans City, Zenie of Colchester and Zuckerman of
Burlington,

An act relating to legislative fiscal notes for bills that would affect property
taxes;

To the committee on Government Operations.

H. 294

By Reps. French of Randolph, Andrews of Rutland City, Donahue of
Northfield, Fisher of Lincoln, Frank of Underhill, Haas of Rochester,
Mrowicki of Putney, Orr of Charlotte and Pugh of South Burlington,
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An act relating to Reach Ahead ;

To the committee on Human Services.

H. 295

By Reps. Lorber of Burlington, Haas of Rochester, Branagan of Georgia,
Clarkson of Woodstock, Minter of Waterbury, Mrowicki of Putney, Pellett of
Chester, Pugh of South Burlington, Spengler of Colchester and Wizowaty of
Burlington,

An act relating to training law enforcement personnel regarding protection
of minor children of arrested parents;

To the committee on Government Operations.

H. 296

By Reps. Lorber of Burlington, Haas of Rochester, Branagan of Georgia,
Clarkson of Woodstock, Minter of Waterbury, Mrowicki of Putney, Pellett of
Chester, Pugh of South Burlington, Spengler of Colchester and Wizowaty of
Burlington,

An act relating to children of arrested and incarcerated parents;

To the committee on Corrections and Institutions.

H. 297

By Reps. Peltz of Woodbury and Smith of Morristown,

An act relating to approval of the adoption of the charter of the Morristown
Corners Water Corporation;

To the committee on Government Operations.

H. 298

By Reps. Lorber of Burlington, Fisher of Lincoln, Smith of Mendon and
Townsend of Randolph,

An act relating to the use of the instant runoff voting method for a special
election to fill a vacancy in the office of U.S. representative or U.S. senator;

To the committee on Government Operations.

H. 299

By Rep. Lorber of Burlington,

An act relating to the Vermont campaign finance option;

To the committee on Government Operations.
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Senate Bills Referred

Senate bills of the following titles were severally taken up, read the first
time and referred as follows:

S. 48

Senate bill, entitled

An act relating to marketing of prescribed products

To the committee on Health Care.

S. 67

Senate bill, entitled

An act relating to motor vehicles

To the committee on Transportation.

S. 70

Senate bill, entitled

An act relating to clarifying the procedure for reinstatement of a driver’s
license based on total abstinence from alcohol and drugs

To the committee on Transportation.

S. 73

Senate bill, entitled

An act relating to the universal service fund

To the committee on Commerce and Economic Development.

S. 84

Senate bill, entitled

An act relating to Vermont Veterans' Memorial Cemetery

To the committee on General, Housing and Military Affairs.

S. 96

Senate bill, entitled

An act relating to unclaimed property

To the committee on Government Operations.
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Bill Referred to Committee on Appropriations

H. 83

House bill, entitled

An act relating to underground storage tanks and the petroleum cleanup
fund;

Appearing on the Calendar, carrying an appropriation, under rule 35a, was
referred to the committee on Appropriations.

Joint Resolution Placed on Calendar

J.R.H. 10

Joint resolution recognizing the commitment to quality service of
Vermont’s locally owned banks

Offered by: Committee on Commerce and Economic Development

Whereas, the nation’s banking system has weathered much criticism and
scorn in recent months, and

Whereas, many of the largest financial institutions in the United States have
sustained major losses that are being compared to the setbacks that the banking
industry suffered during the Great Depression, and

Whereas, a large percentage of the difficulties that the large interstate banks
are encountering can be traced to extremely hasty business decisions that were
based on quick profits and not on prudent decision-making focused on long-
term institutional growth and stability, and

Whereas, the map of America’s banks may well be altered before the
current crisis is over, and

Whereas, despite the problems facing the banking industry, the locally
owned banks in Vermont have continued to be a bright spot in an otherwise
gloomy financial picture, and

Whereas, Vermont’s locally owned banks reacted cautiously to proposed
new credit and lending policies that larger banks were implementing, but
instead relied on sound business judgment, and

Whereas, had the nation’s major lenders followed the fiscal sensibility of
Vermont’s locally owned banks, the United States might not have reached the
economic level of distress in which it is presently entangled, and

Whereas, each of Vermont’s locally owned banks deserves commendation
for its prudent business practices despite the enticements through the banking
industry to eschew fundamental common sense, now therefore be it
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Resolved by the Senate and House of Representatives:

That the General Assembly recognizes the commitment to quality service of
Vermont’s locally owned banks, including Brattleboro Savings and Loan
Association, Community National Bank, First National Bank of Orwell,
Merchants Bank, National Bank of Middlebury, Northfield Savings Bank,
Passumpsic Savings Bank, People’s Trust Company, Randolph National Bank,
The Bank of Bennington, Union Bank, and Wells River Savings Bank, and be
it further

Resolved: That the Secretary of State be directed to send a copy of this
resolution to each of the banks listed in this resolution.

Which was read and, in the Speaker’s discretion, placed on the Calendar
for action tomorrow under Rule 52.

Joint Resolution Placed on Calendar

J.R.S. 22

Joint resolution providing for a Joint Assembly to vote on the retention of
three Superior Judges, and one District Judge.

Resolved by the Senate and House of Representatives:

That the two Houses meet in Joint Assembly on Thursday, March 19, 2009,
at ten o’clock and thirty minutes in the forenoon to vote on the retention of
three Superior Judges, and one District Judge. In case the vote to retain said
Judges shall not be made on that day, the two Houses shall meet in Joint
Assembly at ten o’clock and thirty minutes in the forenoon, on each
succeeding day, Saturdays and Sundays excepted, and proceed until the above

Which was read and, in the Speaker’s discretion, placed on the Calendar
for action tomorrow under Rule 52.

Rules Suspended; Senate Proposal of Amendment Concurred in;
Rules Suspended and Bill Messaged to Senate Forthwith

S. 13

On motion of Rep. Flory of Pittsford, the rules were suspended and Senate
bill, entitled

An act relating to improving Vermont's sexual abuse response system;

Appearing on the Calendar for notice, was taken up for immediate
consideration.

The Senate has concurred with the House proposal of amendment with a
further amendment thereto;
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First: In Sec. 2, in subsection (b), by striking out the following: “and upon
the work of the sexual violence prevention task force, created by the general
assembly in No. 192 of the Acts of the 2005 Adj. Sess. (2006),”

Second: By striking out Sec. 7 in its entirety and inserting in lieu thereof a
new Sec. 7 to read as follows:

Sec. 7. VOLUNTEERS; STUDY

The commissioner of education shall examine ways to ensure that students
are not placed in situations where they may be vulnerable to sexual
exploitation or abuse without creating barriers that make it impossible or
impractical for volunteers to assist school staff. The commissioner shall
propose mechanisms for ensuring that registered sex offenders do not have
unsupervised contact with students as volunteers. On or before January 15,
2010, the commissioner shall submit recommendations to the house and senate
committees on education and on judiciary.

Third: In Sec. 7a, after the words “This section”, by adding a comma, and
striking out the word “and”, and after “Sec. 7” by adding the following: and
Sec. 7b and by adding a new section to be numbered Sec. 7b, to read as
follows:

Sec. 7b. 16 V.S.A. § 260 is amended to read:

§ 260. SCHOOL BOARD POLICIES

Each school board shall, by July 1, 1999, adopt a policy on supervision of
volunteers and work study students. Policies shall require that superintendents,
headmasters of recognized or approved schools, and their contractors check the
names and birth dates of any work study students with the Vermont Internet
sex offender registry prior to allowing work study students unsupervised
contact with schoolchildren. A person who is on the Vermont Internet sex
offender registry shall not be eligible to be a work study student.

Fourth: By striking out Sec. 13 in its entirety and inserting in lieu thereof a
new Sec. 13 to read as follows:

Sec. 13. 13 V.S.A. § 3258 is added to read:

§ 3258. SEXUAL EXPLOITATION OF A MINOR

(a) No person shall engage in a sexual act with a minor if:

(1) the actor is at least 48 months older than the minor; and

(2) the actor is in a position of power, authority, or supervision over the
minor by virtue of the actor’s undertaking the responsibility, professionally or
voluntarily, to provide for the health or welfare of minors, or guidance,
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leadership, instruction, or organized recreational activities for minors.

(b) A person who violates subsection (a) of this section shall be imprisoned
for not more than one year or fined not more than $2,000.00, or both.

(c) A person who violates subsection (a) of this section and who abuses his
or her position of power, authority, or supervision over the minor in order to
engage in a sexual act shall be imprisoned for not more than five years or fined
not more than $10,000.00, or both.

Fifth: In Sec. 18, 33 V.S.A. § 4917, subsection (b), by striking out the
following: “, unless the team chair determines that participation by the
department is not necessary”

Sixth: [DELETED]:

Seventh: By adding a new section to be numbered Sec. 33b to read as
follows:

Sec. 33b. 13 V.S.A. § 7041 is amended to read:

§ 7041. DEFERRED SENTENCE

(a) Upon an adjudication of guilt and after the filing of a presentence
investigation report, the court may defer sentencing and place the respondent
on probation upon such terms and conditions as it may require if a written
agreement concerning the deferring of sentence is entered into between the
state’s attorney and the respondent and filed with the clerk of the court.

(b) Notwithstanding subsection (a) of this section, the court may defer
sentencing and place the respondent on probation without a written agreement
between the state’s attorney and the respondent if the following conditions are
met:

(1) the respondent is 28 years old or younger;

(2) the crime for which the respondent is being sentenced is not a listed
crime as defined in subdivision 5301(7) of this title;

(3) the court orders a presentence investigation in accordance with the
procedures set forth in Rule 32 of the Vermont Rules of Criminal Procedure,
unless the state’s attorney agrees to waive the presentence investigation;

(4) the court permits the victim to submit a written or oral statement
concerning the consideration of deferment of sentence;

(5) the court reviews the presentence investigation and the victim’s
impact statement with the parties; and
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(6) the court determines that deferring sentence is in the interest of
justice.

(c) Notwithstanding subsections (a) and (b) of this section, the court may
not defer a sentence for a violation of section 3253a of this title (aggravated
sexual assault of a child, section 2602 (lewd and lascivious conduct with a
child unless the victim and the defendant were within five years of age and the
act was consensual), 3252(c) (sexual assault of a child under 16 unless the
victim and the defendant were within five years of age and the act was
consensual), 3252(d) or (e) (sexual assault of a child), 3253(a)(8) (aggravated
sexual assault), or 3253a (aggravated sexual assault of a child) of this title.

(d) Entry of deferment of sentence shall constitute an appealable judgment
for purposes of appeal in accordance with section 2383 of Title 12 and Rule 3
of the Vermont Rules of Appellate Procedure. Except as otherwise provided,
entry of deferment of sentence shall constitute imposition of sentence solely
for the purpose of sentence review in accordance with section 7042 of this title.
The court may impose sentence at any time if the respondent violates the
conditions of the deferred sentence during the period of deferment.

(e) Upon violation of the terms of probation or of the deferred sentence
agreement, the court shall impose sentence. Upon fulfillment of the terms of
probation and of the deferred sentence agreement, the court shall strike the
adjudication of guilt and discharge the respondent. Except as provided in
subsections (g) and subsection (h) of this section, the record of the criminal
proceedings shall be expunged upon the discharge of the respondent from
probation, absent a finding of good cause by the court. The court shall issue an
order to expunge all records and files related to the arrest, citation,
investigation, charge, adjudication of guilt, criminal proceedings, and
probation related to the deferred sentence. Copies of the order shall be sent to
each agency, department, or official named therein. Thereafter, the court, law
enforcement officers, agencies, and departments shall reply to any request for
information that no record exists with respect to such person upon inquiry in
the matter. Notwithstanding this subsection, the record shall not be expunged
until restitution has been paid in full.

(f) A deferred sentence imposed under subsection (a) or (b) of this section
may include a restitution order issued pursuant to section 7043 of this title.
Nonpayment of restitution shall not constitute grounds for imposition of the
underlying sentence.

(g) Upon discharge of the respondent from probation for a violation of
section 2602 (lewd and lascivious conduct with a child), 3252(c), (d), or (e)
(sexual assault of a child), or 3253(a)(8) (aggravated sexual assault involving a
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child under 13) of this title, the court shall issue an order to expunge any
record of the adjudication of guilt related to the deferred sentence. An entity
subject to the expungement order shall be permitted to retain its own records
and files related to the arrest, citation, investigation, and charge which led to
the deferred sentence, and may share such records and files with other
investigating agencies in accordance with state and federal law. Copies of the
order shall be sent to each agency, department, or official named therein. The
court, law enforcement officers, agencies, and departments shall reply to any
request for information that no record of conviction exists with respect to such
person upon inquiry in the matter.

(h) The Vermont criminal information center shall retain a special index of
deferred sentences for sex offenses that require registration pursuant to
subchapter 3 of chapter 167 of this title. This index shall only list the name
and date of birth of the subject of the expunged files and records, the offense
for which the subject was convicted, and the docket number of the proceeding
which was the subject of the expungement. The special index shall be
confidential and may be accessed only by the director of the Vermont criminal
information center and a designated clerical staffperson for the purpose of
providing information to the department of corrections in the preparation of a
presentence investigation in accordance with 28 V.S.A. § 204a.

Eighth: In Sec. 41, 28 V.S.A. § 255(a), by removing the strike-throughs
from the following: “, unless the court has ordered otherwise under subsection
(b) of this section or under subsection 7043( l ) of Title 13,”

Ninth: By adding a new section to be numbered Sec. 51 to read as follows:

Sec. 51. LOCAL COMMUNITY SEX OFFENDER RESIDENCY
RESTRICTIONS

(a) Some local communities in Vermont have recently enacted or debated
local ordinances that are designed to prevent sexual violence against children
by restricting where registered sex offenders can live. These restrictions
usually prohibit a sex offender from living within a certain distance of a
school, park, playground, or child care facility.

(b) The general assembly is very concerned that such policies could have a
negative impact on public safety in our rural state by isolating offenders or
driving them underground. Densely populated towns and city centers that have
ordinances push offenders out into more rural communities where there are
fewer opportunities for successful community reintegration and law
enforcement supervision. Sex offender compliance with the state registry is
currently over 99 percent, and the general assembly believes that keeping this
high rate is essential to public safety.
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(c) According to sex offender management experts, research has shown that
sex offender residency restrictions are unlikely to deter sex offenders from
committing new crimes and should not be considered a viable public safety
strategy. While residency restrictions are intended to reduce sex crimes
against children by strangers, 90 percent of such crimes are committed by a
relative or family friend.

(d) Therefore, the general assembly respectfully requests that the Vermont
League of Cities and Towns, Inc. work proactively with local communities to
ensure they are receiving accurate and substantive information about the lack
of efficacy of such laws and to encourage communities to focus on prevention
and other strategies to improve community safety.

Tenth: In Sec. 53, subsection (b), after the following: “high-risk sex
offenders),” by adding the following: 45 (mandatory reporting of child abuse
and neglect), and in subsection (c), at the beginning of the subsection, by
striking out “Secs.” and inserting in lieu thereof the following: Sec. and by
striking out the following: “and 45 (mandatory reporting of child abuse and
neglect)”, and by adding a new subsection (f) to read as follows:

(f) Sec. 33b shall take effect July 1, 2014.

Which was considered and concurred in.

Thereupon, on motion of Rep. Flory of Pittsford, the rules were suspended
and the bill was ordered messaged to the Senate forthwith.

Committee Relieved of Consideration
and Bill Committed to Other Committee

H. 270

Rep. Pugh of South Burlington moved that the committee on Human
Services be relieved of House bill, entitled

An act relating to the marketing of prescribed products and decreasing the
costs of prescription drugs

And that the bill be committed to the committee on Health Care, which was
agreed to.

Bill Amended; Third Reading Ordered

H. 26

Rep. Ram of Burlington, for the committee on General, Housing and
Military Affairs, to which had been referred House bill, entitled

An act relating to plans for treatment of unmarked burial sites;
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Reported in favor of its passage when amended by striking all after the
enacting clause and inserting in lieu thereof the following:

Sec. 1. 18 V.S.A. chapter 121, subchapter 7 is added to read:

Subchapter 7. Unmarked Burial Sites

§ 5601. DEFINITIONS

In this subchapter:

(1) “Treatment plan” means a plan to provide appropriate and respectful
treatment of a burial site and includes any or all of the following:

(A) Methods for determining the presence of an unmarked burial site
which may include archeological surveys and assessments and other
nonintrusive techniques.

(B) Methods for handling development and excavation on property
on which it is known that there is or is likely to be one or more burial sites.

(C) Options for owners of property on which human remains in
burial sites are discovered or determined to be located.

(D) Procedures for protecting, preserving, and moving the burial site
and human remains.

(E) Time frames for implementation of the plan.

(F) Procedures for resolving disputes among stakeholders.

(2) “Unmarked burial site” means the location of any interment of
human remains, evidence of human remains, evidence of cremation, including
the presence of red ochre, associated funerary objects, or a documented
concentration of burial sites. “Unmarked burial site” does not include a
cemetery, mausoleum, or columbarium managed or maintained by a
municipality, church, other organization, or a private individual.

§ 5602. DISTURBANCE OF AN UNMARKED BURIAL SITE

(a) When an unmarked burial site containing human remains or funerary
objects is first discovered, excavation or disruption of that site shall stop
immediately. The discovery shall be reported immediately to a designated law
enforcement officer or the state medical examiner. A person who, after
discovering an unmarked burial site, proceeds to excavate, disinter, disturb,
destroy, or remove any human remains or associated funerary objects from the
unmarked burial site or aids in those activities may be subject to the penalties
of 13 V.S.A. § 3761 unless the person is operating under a treatment plan
approved by the commissioner of housing and community affairs. This
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subsection does not apply to a medical examiner or state’s attorney acting
under section 5205 of this title.

(b) If, after the completion of an investigation pursuant to section 5205 of
this title, a medical examiner determines that the burial site does not fall under
the purview of the medical examiner’s office, the medical examiner shall
immediately notify the state archeologist who, as soon as possible, shall
consult with stakeholders, including the municipality, the land owner, state or
federally recognized Native American tribes, and any other appropriate
interested organizations, to formulate a treatment plan. The state archeologist
shall also make a reasonable effort to discover and consult with the closest
likely descendents to formulate a treatment plan.

§ 5603. UNMARKED BURIAL SITES SPECIAL FUND

(a) The unmarked burial sites special fund is established in the state treasury for
the purpose of protecting, preserving, moving, or reinterring human remains
discovered in unmarked burial sites.

(b) The fund shall be composed of any monies appropriated to the fund by the
general assembly or received from any other source, private or public. Interest earned
on the fund and any balance remaining in the fund at the end of a fiscal year shall be
retained in the fund. This fund shall be maintained by the state treasurer and shall be
managed in accordance with subchapter 5 of chapter 7 of Title 32.

(c) The commissioner of housing and community affairs may authorize
disbursements from the fund for use in any municipality in which human remains are
discovered in unmarked burial sites, provided that the commissioner has approved a
treatment plan for the site that has been developed pursuant to subsection 5602(b) of
this title.

(d) The funds shall be used for the following purposes relating to unmarked burial
sites:

(1) To implement a treatment plan approved by the commissioner of housing
and community affairs.

(2) To monitor excavations.

(3) To perform archeological assessments and archeological site or field
investigations, including radar scanning and any other nonintrusive technology or
technique designed to determine the presence of human remains.

(4) To provide mediation and other appropriate dispute resolution services.

(5) To acquire property or development rights, provided the commissioner of
housing and community affairs determines that disbursements for this purpose will
not unduly burden the fund, and further provided the commissioner shall expend
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funds for this purpose only with the concurrence of the secretary of commerce and
community development and after consultation with the legislative bodies of any
affected municipality or municipalities.

(6) Any other appropriate purpose determined by the commissioner of housing
and community affairs to be consistent with the purposes of this fund.

(e) The commissioner may adopt rules to carry out the intent and purpose of this
section.

Sec. 2. REPEAL

18 V.S.A. § 5212b, relating to a burial sites special fund, is repealed.

Sec. 3. EFFECTIVE DATE

The bill, having appeared on the Calendar one day for notice, was taken up,
read the second time, report of the committee on General, Housing and
Military Affairs agreed to and third reading ordered.

Bill Amended; Third Reading Ordered

H. 62

Rep. Conquest of Newbury, for the committee on Agriculture, to which
had been referred House bill, entitled

An act relating to an exemption from municipal dog-control ordinances for
working farm dogs

Reported in favor of its passage when amended by striking all after the
enacting clause and inserting in lieu thereof the following:

Sec. 1. 20 V.S.A. § 3541(9) is added to read:

(9) “Working farm dog” means a dog that is bred or trained to herd or
protect livestock or poultry or to protect crops and that is used for those
purposes and that is registered as a working farm dog pursuant to subsection
3581(a) of this title.

Sec. 2. 20 V.S.A. §3549 is amended to read:

§ 3549. DOMESTIC PETS OR WOLF-HYBRIDS, REGULATION BY
TOWNS

The legislative body of a city or town by ordinance may regulate the
keeping, leashing, muzzling, restraint, impoundment, and destruction of
domestic pets or wolf-hybrids and their running at large except that a
legislative body of a city or town shall not prohibit or regulate the barking or
running at large of a working farm dog when it is on the property being farmed
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by the person who registered the working farm dog, pursuant to subsection
3581(a) of this title, in the following circumstances:

(1) If the working farm dog is barking in order to herd or protect
livestock or poultry or to protect crops.

(2) If the working farm dog is running at large in order to herd or protect
livestock or poultry or to protect crops.

Sec 3. 20 V.S.A. § 3581(a) is amended to read:

§ 3581. GENERAL REQUIREMENTS

(a) A person who is the owner of a dog or wolf-hybrid more than six
months old shall annually on or before April 1 cause it to be registered,
numbered, described, and licensed on a form approved by the secretary for one
year from that day in the office of the clerk of the municipality wherein the dog
or wolf-hybrid is kept. A person who owns a working farm dog and who
intends to use that dog on a farm pursuant to the exemptions in section 3549 of
this title shall cause the working farm dog to be registered as a working farm
dog and shall, in addition to all other fees required by this section, pay $5.00
for a working farm dog license. The owner of a dog or wolf-hybrid shall cause
it to wear a collar, and attach thereto a license tag issued by the municipal
clerk. Dog or wolf-hybrid owners shall pay for the license $4.00 for each
neutered dog or wolf-hybrid, and $8.00 for each unneutered dog or wolf-
hybrid. If the license fee for any dog or wolf-hybrid is not paid by April 1, its
owner or keeper may thereafter procure a license for that license year by
paying a fee of fifty percent in excess of that otherwise required.

Rep. Masland of Thetford, for the committee on Ways and Means,
recommends the bill ought to pass when amended as recommended by the
committee on Agriculture.

The bill, having appeared on the Calendar one day for notice, was taken up,
read the second time, report of the committees on Agriculture and Ways and
Means agreed to and third reading ordered.

Rep. Donovan of Burlington in Chair.

Bill Amended; Third Reading Ordered

H. 109

Rep. Dickinson of St. Albans Town, for the committee on Commerce and
Economic Development, to which had been referred House bill, entitled

An act relating to the Uniform Limited Cooperative Association Act
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Reported in favor of its passage when amended by striking all after the
enacting clause and inserting in lieu thereof the following:

Sec. 1. Title 11C is added to read:

TITLE 11C. UNIFORM LIMITED COOPERATIVE ASSOCIATIONS

Article 1. General Provisions

§ 101. SHORT TITLE

This title may be cited as the Uniform Limited Cooperative Association
Act.

§ 102. DEFINITIONS

For purposes of this title the following words have the following meanings:

(1) “Articles of organization” means the articles of organization of a
limited cooperative association 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 limited
cooperative association.

(3) “Bylaws” means the bylaws of a limited cooperative association.
The term includes the bylaws as amended or restated.

(4) “Certificate of authority” means a certificate issued by the secretary
of state for a foreign cooperative to transact business in this state.

(5) “Contribution,” except as used in subsection 1008(c) of this title,
means a benefit that a person provides to a limited cooperative association to
become or remain a member or in the person’s capacity as a member.

(6) “Cooperative” means a limited cooperative association or an entity
organized under any cooperative law of any jurisdiction.

(7) “Designated office” means the office that a limited cooperative
association or a foreign cooperative is required to designate and maintain under
subdivision 117(a)(1) of this title.

(8) “Director” means a director of a limited cooperative association.

(9) “Distribution,” except as used in subsection 1007(e) of this title,
means a transfer of money or other property from a limited cooperative
association 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 rights” 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 cooperative” means an entity organized in a jurisdiction
other than this state under a law similar to this title.

(13) “Governance rights” means the right to participate in governance of
a limited cooperative association.

(14) “Investor member” means a member that has made a contribution
to a limited cooperative association and:

(A) is not required by the organic rules to conduct patronage with the
association in the member’s capacity as an investor member in order to receive
the member’s interest; 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 order to
receive the member’s interest.

(15) “Limited cooperative association” means an association organized
under this title.

(16) “Member” means a person that is admitted as a patron member or
investor member, or both, in a limited cooperative association. 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 this title.

(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
limited cooperative association.

(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 limited cooperative association and:
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(A) is required by the organic rules to conduct patronage with the
association in the member’s capacity as a patron member in order to receive
the member’s interest; or

(B) is permitted by the organic rules to conduct patronage with the
association in the member’s capacity as a patron member in order to receive
the member’s interest.

(23) “Patronage” means business transactions between a limited
cooperative association and a person which entitle the person to receive
financial rights based on the value or quantity of business done between the
association and the person.

(24) “Person” means an individual, corporation, business trust,
cooperative, estate, trust, partnership, limited partnership, limited liability
company, limited cooperative association, 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 limited
cooperative association or foreign cooperative, whether or not in this state.

(26) “Record,” used as a noun, means information that is inscribed 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 limited
cooperative association is required to maintain under section 114 of this title.

(28) “Sign” 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) “State” means a state of the United States, the District of Columbia,
Puerto Rico, the United States Virgin Islands, or any territory or insular
possession subject to the jurisdiction of the United States.

(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
members in 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
a members meeting.
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(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.

(33) “Voting power” means the total current power of members to vote
on a particular matter for which a vote may or is to be taken.

§ 103. LIMITED COOPERATIVE ASSOCIATION SUBJECT TO
AMENDMENT OR REPEAL

A limited cooperative association governed by this title is subject to any
amendment or repeal.

§ 104. NATURE OF LIMITED COOPERATIVE ASSOCIATION

(a) A limited cooperative association organized under this title 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 association is formed; and

(2) separate investments in the association by members who may
receive returns on their investments and a share of control.

(b) The fact that a limited cooperative association does not have one or
more of the characteristics described in subsection (a) of this section does not
alone prevent the association from being formed under and governed by this
title nor does it alone provide a basis for an action against the association.

§ 105. PURPOSE AND DURATION OF LIMITED COOPERATIVE

ASSOCIATION

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

(b) A limited cooperative association may be organized for any lawful
purpose, whether or not for profit.

(c) Unless the articles of organization state a term for a limited cooperative
association’s existence, the association has perpetual duration.

§ 106. POWERS

A limited cooperative association may sue and be sued in its own name and
do all things necessary or convenient to carry on its activities. An association
may maintain an action against a member for harm caused to the association by
the member’s violation of a duty to the association or of the organic law or
organic rules.



JOURNAL OF THE HOUSE 294

§ 107. GOVERNING LAW

The law of this state governs:

(1) the internal affairs of a limited cooperative association; and

(2) the liability of a member as member and a director as director for the
debts, obligations, or other liabilities of a limited cooperative association.

§ 108. SUPPLEMENTAL PRINCIPLES OF LAW

Unless displaced by particular provisions, the principles of law and equity
supplement this title.

§ 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 limited cooperative association, a foreign cooperative, or its members.

(b) A limited cooperative association may not conduct an activity that,
under law 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 association conform to those requirements.

(c) If an activity of a limited cooperative association is within the scope of
the Uniform Common Interest Ownership Act, the requirements of the
Uniform Common Interest Ownership Act apply, even if there is a conflicting
provision in this title.

§ 110. RELATION TO RESTRAINT OF TRADE AND ANTITRUST LAWS

To the extent a limited cooperative association or activities conducted by
the association 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 association and its
activities are entitled to the exemption or immunity. This section does not
create any new exemption or immunity for an association or affect any
exemption or immunity provided to a cooperative organized under any other
law.

§ 111. NAME

(a) Use of the term “cooperative” or its abbreviation under this title is not a
violation of the provisions restricting the use of the term under section 992 of
Title 11.
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(b) The name of a limited cooperative association must contain the words
“limited cooperative association” or “limited cooperative” or the abbreviation
“L.C.A.” or “LCA.” “Limited” may be abbreviated as “Ltd.” “Cooperative”
may be abbreviated as “Co-op” or “Coop.” “Association” may be abbreviated
as “Assoc.” or “Assn.”

(c) Unless otherwise provided in this title, a limited cooperative
association 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

(a) A person may reserve the exclusive use of the name of a limited
cooperative association, including a fictitious name for a foreign cooperative
whose name is not available under section 111 of this title, by delivering an
application to the secretary of state for filing. The application must 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 that has reserved a name for a limited cooperative association
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. If the person is an organizer
of the association and the name of the association is the same as the reserved
name, the delivery of articles of organization for filing by the secretary of state
is a transfer by the person to the association.

§ 113. EFFECT OF ORGANIC RULES

(a) The relations between a limited cooperative association 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 association and between the members and the association,
the activities of the association, 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 association under subsection 105(c)
of this title;

(2) limit or eliminate the acceptance of new or additional members by
the initial board of directors under subsection 303(b) of this title;
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(3) vary the limitations on the obligations and liability of members for
association obligations under section 504 of this title;

(4) require a notice of an annual members meeting to state a purpose of
the meeting under subsection 508(b) of this title;

(5) vary the board of directors meeting quorum under subsection 815(a)
of this title;

(6) vary the matters the board of directors may consider in making a
decision under section 820 of this title;

(7) specify causes of dissolution under subsection 1202(1) of this title;

(8) delegate amendment of the bylaws to the board of directors pursuant
to subsection 405(f) of this title;

(9) provide for member approval of asset dispositions under section
1501 of this title; and

(10) subject to section 820 of this title, provide for the elimination or
limitation of liability of a director to the association or its members for money
damages pursuant to section 818 of this title;

(11) provide for permitting or making obligatory indemnification under
subsection 901(a) of this title; 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) require more information to be maintained under section 114 of this
title or provided to members under subsection 505(k) of this title;

(2) provide restrictions on transactions between a member and an
association under section 115 of this title;

(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
this title;

(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 this title;
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(6) restrict the manner of conducting members’ meetings under
subsections 506(c) and 507(e) of this title;

(7) designate the presiding officer of members’ meetings under
subsections 506(e) and 507(g) of this title;

(8) require a statement of purposes in the annual meeting notice under
subsection 508(b) of this title;

(9) increase quorum requirements for members’ meetings under section
510 of this title 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 this title;

(11) authorize investor members and expand or restrict the
transferability of members’ interests to the extent provided in sections 602
through 604 of this title;

(12) provide for enforcement of a marketing contract under subsection
704(a) of this title;

(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 this title;

(14) restrict the manner of conducting board meetings and taking action
without a meeting under sections 811 and 812 of this title;

(15) provide for frequency, location, notice and waivers of notice for
board meetings under sections 813 and 814 of this title;

(16) increase the percentage of votes necessary for board action under
subsection 816(b) of this title;

(17) provide for the creation of committees of the board of directors and
matters related to the committees in accordance with section 817 of this title;

(18) provide for officers and their appointment, designation, and
authority under section 822 of this title;

(19) provide for forms and values of contributions under section 1002 of
this title;

(20) provide for remedies for failure to make a contribution under
subsection 1003(b) of this title;



JOURNAL OF THE HOUSE 298

(21) provide for the allocation of profits and losses of the association,
distributions, and the redemption or repurchase of distributed property other
than money in accordance with sections 1004 through 1007 of this title;

(22) specify when a member’s dissociation is wrongful and the liability
incurred by the dissociating member for damage to the association under
subsections 1101(b) and (c) of this title;

(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 this title;

(24) increase the percentage of votes required for board of director
approval of:

(A) a resolution to dissolve under subdivision 1205(a)(1) of this title;

(B) a proposed amendment to the organic rules under subdivision
402(a)(1) of this title;

(C) a plan of conversion under subsection 1603(a) of this title;

(D) a plan of merger under subsection 1607(a) of this title; 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) a resolution to dissolve under section 1205 of this title;

(B) an amendment to the organic rules under section 405 of this title;

(C) a plan of conversion under section 1603 of this title;

(D) a plan of merger under section 1608 of this title; and

(E) a disposition of assets under section 1504 of this title.

(d) The organic rules must address members’ contributions pursuant to
section 1001 of this title.

§ 114. REQUIRED INFORMATION

(a) Subject to subsection (b) of this section, a limited cooperative
association shall maintain in a record available at its principal office:

(1) a list containing the name, last known street address and, if different,
mailing address, and term of office of each director and officer;
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(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 association for the six most recent
years;

(6) the six most recent annual reports delivered by the association 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;

(9) a list 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 association 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 association for the six most recent years;

(11) accounting records maintained by the association 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 is to be made by each member;



JOURNAL OF THE HOUSE 300

(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 association 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 limited cooperative association has existed for less than the period
for which records must be maintained under subsection (a) of this section, the
period records must be kept is the period of the association’s existence.

(c) The organic rules may require that more information be maintained.

§ 115. BUSINESS TRANSACTIONS OF MEMBER WITH LIMITED
COOPERATIVE ASSOCIATION

Subject to sections 818 and 819 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 limited
cooperative association in the same manner as a person that is not a member.

§ 116. DUAL CAPACITY

A person may have a patron member’s interest and an investor member’s
interest. 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 person is subject to this title and the organic
rules governing investor members.

§ 117. DESIGNATED OFFICE AND AGENT FOR SERVICE OF

PROCESS

(a) A limited cooperative association, or a foreign cooperative 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
association’s or foreign cooperative’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 limited cooperative association or
foreign cooperative must be an individual who is a resident of this state or an
entity that is authorized to do business in this state.
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§ 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 limited
cooperative association must deliver to the secretary of state for filing a
statement of change containing:

(1) the name of the limited cooperative association;

(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 cooperative shall deliver to the secretary of state for filing a statement
of change containing:

(1) the name of the foreign cooperative;

(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 information;

(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. RESIGNATION OF AGENT FOR SERVICE OF PROCESS

(a) To resign as an agent for service of process of a limited cooperative
association or foreign cooperative, the agent must deliver to the secretary of
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state for filing a statement of resignation containing the name of the agent and
the name of the association or foreign cooperative.

(b) After receiving 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 limited cooperative association or foreign cooperative at
its principal office.

(c) An agency for service of process of a limited cooperative association or
foreign cooperative 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 association or
foreign cooperative and becomes effective.

§ 120. SERVICE OF PROCESS

(a) An agent for service of process appointed by a limited cooperative
association or foreign cooperative is an agent of the association or foreign
cooperative for service of process, notice, or a demand required or permitted
by law to be served upon the association or foreign cooperative.

(b) If a limited cooperative association 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 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 association or foreign cooperative 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 limited cooperative association or foreign cooperative 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 association or foreign
cooperative at its principal office.

(d) Service is effected under subsection (c) of this section on the earliest of:

(1) the date the limited cooperative association or foreign cooperative
receives the process, notice, or demand;

(2) the date shown on the return receipt, if signed on behalf of the
association or foreign cooperative; or
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(3) five days after the process, notice, or demand is deposited by the
secretary of state for delivery by the United States 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 must be signed as follows:

(1) The initial articles of organization must be signed by at least one
organizer.

(2) A statement of cancellation under subsection 302(d) of this title must
be signed by at least one organizer.

(3) Except as otherwise provided in subdivision (4) of this subsection, a
record signed on behalf of an existing limited cooperative association must be
signed by an officer.

(4) A record filed on behalf of a dissolved association must 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 must 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. SIGNING 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 limited cooperative association’s principal office, or the foreign
cooperative’s registered office, upon petition of an aggrieved person, may
order:
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(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
limited cooperative association or foreign cooperative to which the record
pertains, shall make the association or foreign cooperative 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 must 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 request and payment of the required fee,
shall furnish a certified copy of any record filed by the secretary of state under
this title 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 on that date. Except as otherwise provided in sections 118 and 204 of this
title, a record filed by the secretary of state under this title is effective:

(1) if the record 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 is filed; or
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(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 is filed.

§ 204. CORRECTING FILED RECORD

(a) A limited cooperative association or foreign cooperative may deliver to
the secretary of state for filing a statement of correction to correct a record
previously delivered by the association or foreign cooperative 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
must:

(1) describe the record to be corrected, including its filing date, or have
attached a copy of the record as filed;

(2) specify the inaccurate information and the reason it is inaccurate 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

(2) as to all other persons, retroactively as of the effective date and time
of the record the statement corrects.

§ 205. LIABILITY FOR INACCURATE 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 request and payment of the required fee,
shall furnish any person that requests it a certificate of good standing for a
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limited cooperative association if the records filed in the office of the secretary
of state show that the secretary of state has filed the association’s articles of
organization, that the association is in 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 cooperative if the records filed in the office of the secretary of state
show that the secretary of state has filed the foreign cooperative’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 limited cooperative association or foreign cooperative is in good
standing or is authorized to transact business in this state.

§ 207. ANNUAL REPORT FOR SECRETARY OF STATE

(a) A limited cooperative association or foreign cooperative 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 association or foreign cooperative;

(2) the street address and, if different, mailing address of the
association’s or foreign cooperative’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
association’s or foreign cooperative’s principal office; and

(4) in the case of a foreign cooperative, the state or other jurisdiction
under whose law the foreign cooperative is formed and any alternative name
adopted under section 1405 of this title.

(b) Information in an annual report must be current as of the date the report
is delivered to the secretary of state.

(c) The first annual report must be delivered to the secretary of state
between January 1 and April 1 of the year following the calendar year in which
the limited cooperative association is formed or the foreign cooperative 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 limited cooperative association’s fiscal year.
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(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 limited cooperative association or foreign cooperative and return the
report for correction. If the report is corrected to contain the information
required by subsection (a) of this section and delivered to the secretary of state
not later than 30 days after the date of the notice from the secretary of state, it
is timely delivered.

(e) If a filed 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 limited cooperative association fails to deliver an annual report
under this section, the secretary of state may proceed under section 1211 of
this title to dissolve the association administratively.

(g) If a foreign cooperative fails to deliver an annual report under this
section, the secretary of state may revoke the certificate of authority of the
cooperative.

§ 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 section
3013 of Title 11.

Article 3. Formation and Initial Articles of Organization of Limited
Cooperative Association

§ 301. ORGANIZERS

A limited cooperative association must be organized by one or more
organizers.

§ 302. FORMATION OF LIMITED COOPERATIVE ASSOCIATION;
ARTICLES OF ORGANIZATION

(a) To form a limited cooperative association, an organizer of the
association must deliver articles of organization 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 formed;
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(3) the street address and, if different, mailing address of the
association’s initial designated office and the name of the association’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) the term for which the association is to 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 limited cooperative association is 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 this title.

(d) If articles of organization filed by the secretary of state provide for a
delayed effective date, a limited cooperative association 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.

§ 303. ORGANIZATION OF LIMITED COOPERATIVE ASSOCIATION

(a) After a limited cooperative association is 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
association; 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 organization of the association.

(b) Unless the articles of organization otherwise provide, the initial
directors may cause the limited cooperative association to accept members,
including those necessary for the association to begin business.

(c) Initial directors need not be members.

(d) An initial director serves until a successor is elected and qualified at a
members meeting or the director is removed, resigns, is adjudged incompetent,
or dies.
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§ 304. BYLAWS

(a) Bylaws must be in a record and, if not stated in the articles of
organization, must include:

(1) a statement of the capital structure of the limited cooperative
association, 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’s interest; and

(B) the rights to share in profits or distributions of the association;

(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 that are not members but conduct business with
the association 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 determined.

(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 association.

(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 before the admission of members.
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Article 4. Amendment of Organic Rules of Limited Cooperative Association

§ 401. AUTHORITY TO AMEND ORGANIC RULES

(a) A limited cooperative association 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 association under section 304 of this title.

(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 limited cooperative
association.

§ 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 limited cooperative association 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
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 in a record 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

(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 special
meeting of members.

§ 403. METHOD OF VOTING ON AMENDMENT OF ORGANIC RULES
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(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 must be by the same percentage of votes 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 this title.

(b) If a proposed amendment to the organic rules would affect members in
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 must 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 must be approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under section 402 of this title; and

(2) if the limited cooperative association 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) Subject to section 404 of this title and subsections (c), (d), (e) and (f) of
this section, an amendment to the bylaws must be approved by:

(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
rules require a greater percentage; and
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(2) if a limited cooperative association 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 require 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 must be delivered to a limited
cooperative association before delivery of an amendment to the articles of
organization or restated articles of organization for filing pursuant to section
407 of this title, if as a result of the amendment the member will have:

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

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

(e) The vote required to amend bylaws must satisfy the requirements of
subsection (a) of this section if the proposed amendment modifies:

(1) the equity capital structure of the limited cooperative association,
including the rights of the association’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) the transferability of a member’s interest;

(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.

(g) If the articles of organization delegate amendment of bylaws to the
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
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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 limited cooperative association, 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 limited cooperative association
must 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 association;

(2) the date of filing of the association’s initial 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) cause the articles to be amended; or

(2) if appropriate, deliver an amendment to the secretary of state for
filing pursuant to section 203 of this title.

(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
adopted by the members is effective as provided in subsection 203(c) of this
title.
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Article 5. Members

§ 501. MEMBERS

To begin business, a limited cooperative association must have at least two
patron members unless the sole member is a cooperative.

§ 502. BECOMING A MEMBER

A person becomes a member:

(1) as provided in the organic rules;

(2) as the result of a merger or conversion under Article 16 of this title;
or

(3) with the consent of all the members.

§ 503. NO POWER AS MEMBER TO BIND ASSOCIATION

A member, solely by reason of being a member, may not act for or bind the
limited cooperative association.

§ 504. NO LIABILITY AS MEMBER FOR ASSOCIATION’S

OBLIGATIONS

Unless the articles of organization otherwise provide, a debt, obligation, or
other liability of a limited cooperative association is solely that of the
association 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 limited cooperative association shall permit a member to obtain,
inspect, and copy in the association’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 association 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 limited cooperative
association, a member may obtain, inspect, and copy in the association’s
principal office required information listed in subdivisions 114(a)(9), (10),
(12), (13), (16), and (18) of this title during regular business hours, if:
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(1) the member seeks the information in good faith and for a proper
purpose reasonably related to the member’s interest;

(2) the demand includes a description with reasonable particularity of
the information sought and the purpose for seeking the information;

(3) the information sought is directly connected to the member’s
purpose; and

(4) the demand is reasonable.

(c) Not later than 10 business days after receipt of a demand pursuant to
subsection (b) of this section, a limited cooperative association shall provide,
in a record, the following information to the member that made the demand:

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

(A) what information the association will provide in response to the
demand; and

(B) a reasonable time and place at which the association will provide
the information; or

(2) if the association declines to provide some or all of the demanded
information, the association’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 limited cooperative association in the
same manner and subject to the same conditions applicable to a member under
subsection (b) of this section if:

(1) the information pertains to the period during which the person was a
member in the association; and

(2) the person seeks the information in good faith.

(e) A limited cooperative association shall respond to a demand made
pursuant to subsection (d) of this section in the manner provided in subsection
(c) of this section.

(f) Not later than 10 business days after receipt by a limited cooperative
association of a demand made by a member in a record, but not more often
than once in a six-month period, the association shall deliver to the member a
record stating the information with respect to the member required by
subdivision 114(a)(17) of this title.

(g) A limited cooperative association 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 association has the burden of proving reasonableness.

(h) A limited cooperative association 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 that may obtain information under this section may obtain the
information through an attorney or other agent. A restriction imposed on the
person under subsection (g) of this section or by the organic rules applies to the
attorney or other agent.

(j) The rights stated in this section do not extend to a person as transferee.

(k) The organic rules may require a limited cooperative association to
provide more information than required by this section and may establish
conditions and procedures for providing the information.

§ 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
association’s annual members meeting the association’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 association’s annual members meeting.

(f) Failure to hold an annual members meeting does not affect the validity
of any action by the limited cooperative association.

§ 507. SPECIAL MEETING OF MEMBERS

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

(1) as provided in the organic rules;

(2) by a majority vote of the board of directors on a proposal stating the
purpose of the meeting;
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(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 must be
submitted to the officer of the limited cooperative association 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 limited cooperative association 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 meeting.

(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 limited cooperative association 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 must 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 this title.

(d) Notice of a members meeting must be given in a record unless oral
notice is reasonable under the circumstances.

§ 509. WAIVER OF MEMBERS MEETING NOTICE
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(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 quorum.

§ 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 this title.

§ 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) use or patronage;

(3) equity; 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 limited cooperative association 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 affirmative 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 this title 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 must be cast by investor members to approve the matter.

§ 515. MANNER OF VOTING

(a) 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 question 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 limited cooperative association
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. DISTRICTS AND 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 districts 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
district 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
members, 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
class in 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 Limited Cooperative Association

§ 601. MEMBER’S INTEREST

A member’s interest:

(1) is personal property;

(2) consists of:

(A) governance rights;

(B) financial rights; and

(C) the right or obligation, if any, to do business with the limited
cooperative association; and

(3) may be in certificated or uncertificated form.

§ 602. PATRON AND INVESTOR MEMBERS’ INTERESTS

(a) Unless the organic rules establish investor members’ interests, a
member’s interest is a patron member’s interest.

(b) Unless the organic rules otherwise provide, if a limited cooperative
association has investor members, while a person is a member of the
association, 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 investor member remains a
patron and investor member if not dissociated in one of the capacities.
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§ 603. TRANSFERABILITY OF MEMBER’S INTEREST

(a) The provisions relating to the transferability of a member’s interest are
subject to Title 9A.

(b) Unless the organic rules otherwise provide, a member’s interest other
than financial rights is not transferable.

(c) Unless a transfer is restricted or prohibited by the organic rules, a
member may transfer its financial rights in the limited cooperative association.

(d) The terms of any restriction on transferability of financial rights must
be:

(1) set forth in the organic rules and the member records of the
association; 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
limited cooperative association.

(g) A limited cooperative association need not give effect to a transfer
under this section until the association has notice of the transfer.

(h) A transfer 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
its financial rights in a limited cooperative association.

(b) Unless the organic rules otherwise provide, a member may not create an
enforceable security interest in the member’s governance rights in a limited
cooperative association.

(c) The organic rules may provide that a limited cooperative association
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 association. A
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security interest provided for in the organic rules is enforceable under, and
governed by, Article 9 of Title 9A.

(d) Unless the organic rules otherwise provide, a member may not compel
the limited cooperative association to offset financial rights against any
indebtedness or obligation owed to the association.

§ 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 limited cooperative association 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 require
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 this title.

(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 limited
cooperative association 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
association may act under this subsection only with the consent of all members
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whose financial rights are not subject to the charging order.

(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 limited
cooperative association and another person, that need not be a patron member:

(1) requiring the other person to sell, or 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 association or any facilities furnished by
the association; or

(2) authorizing the association 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 limited cooperative association, the sale transfers title to the
association upon delivery or at any other specific time expressly provided by
the contract.

(b) A marketing contract may:

(1) authorize a limited cooperative association to create an enforceable
security interest in the products, commodities, or goods delivered; and

(2) allow the association 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 limited cooperative association 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
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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

(a) Damages to be paid to a limited cooperative association 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
provides is not a penalty.

(b) Upon a breach of a marketing contract, whether by anticipatory
repudiation or otherwise, a limited cooperative association may seek:

(1) an injunction to prevent further breach; and

(2) specific performance.

(c) The remedies in this section are in addition to any other remedies
available to an association under law other than this title.

Article 8. Directors and Officers

§ 801. BOARD OF DIRECTORS

(a) A limited cooperative association must have a board of directors of at
least three individuals, unless the association has fewer than three members. If
the association has fewer than three members, the number of directors may not
be fewer than the number of members.

(b) The affairs of a 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 conflict with the organic rules or this title.

(c) An individual is not an agent for a limited cooperative association
solely by being a director.

§ 802. NO LIABILITY AS DIRECTOR FOR LIMITED COOPERATIVE
ASSOCIATION’S OBLIGATIONS

A debt, obligation, or other liability of a limited cooperative association is
solely that of the association 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 association 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 limited cooperative association must be an
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individual who is a member of the association or an individual who is
designated by a member that is not an individual for purposes of qualifying and
serving as a director. Initial directors need not be members.

(b) Unless the organic rules otherwise provide, a director may be an officer
or employee of the limited cooperative association.

(c) If the organic rules provide for nonmember directors, the number of
nonmember directors may not exceed:

(1) one, if 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.

§ 804. ELECTION OF DIRECTORS AND COMPOSITION OF BOARD

(a) Unless the organic rules require a greater number:

(1) the number of directors that must be patron members may not be
fewer than:

(A) one, if there are two or three directors;

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

(C) three, if there are six through eight directors; or

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

(2) a majority of the board of directors must be elected exclusively by
patron members.

(b) Unless the organic rules otherwise provide, if a limited cooperative
association 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.
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(f) Unless the organic rules otherwise provide, cumulative voting for
directors is prohibited.

(g) 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 must
be elected at an annual members meeting.

§ 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 limited
cooperative association. Unless the notice states a later effective date, a
resignation is effective when the notice is received by the association.

§ 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
limited cooperative association charged with keeping its records.

(3) Upon receipt of a petition for removal of a director, an officer of the
association 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 association; 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 this title.
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(4) A director is removed if the votes in favor of removal are equal to or
greater than the votes required to elect the director.

§ 808. SUSPENSION 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 association and
the director is engaging, or has engaged, in:

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

(2) gross abuse of the position of director;

(3) intentional or reckless infliction of harm on the association; or

(4) any other behavior, act, or omission as provided by the organic rules.

(b) A suspension under subsection (a) is effective for 30 days unless the
board of directors calls and gives notice of 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.

§ 809. VACANCY ON BOARD

(a) Unless the organic rules otherwise provide, a vacancy on the board of
directors must be filled:

(1) within a reasonable 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 must be of that class or district; and

(2) the selection of the director for the unexpired term must be
conducted in the same manner as would the selection for that position without
a vacancy.

(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
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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 this title.

§ 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

(a) 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 a record 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 limited cooperative 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.

§ 813. MEETINGS AND NOTICE

(a) 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) Unless the organic rules otherwise provide, notice of the time, date, and
place of a special meeting of a board of directors must be given to all directors
at least three days before 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

(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) the director objects to the meeting at the beginning of the meeting or
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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) the director 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

(a) 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 limited cooperative association need not be a
director or member.

(c) An individual 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 limited
cooperative association 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;
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(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.

§ 818. STANDARDS OF CONDUCT AND LIABILITY

Except as otherwise provided in section 820 of this title:

(1) the discharge of the duties of a director or member of a committee of
the board of directors is governed by the law applicable to directors of entities
organized under Title 11A; and

(2) the liability of a director or member of a committee of the board of
directors is governed by the law applicable to directors of entities organized
under Title 11A.

§ 819. CONFLICT OF INTEREST

(a) The law applicable to conflicts of interest between a director of an
entity organized under Title 11A governs conflicts of interest between a
limited cooperative association and a director or member of a committee of the
board of directors.

(b) A director does not have a conflict of interest under this title or the
organic rules solely because the director’s conduct relating to the duties of the
director may further the director’s own interest.

§ 820. OTHER CONSIDERATIONS OF DIRECTORS

Unless the articles of organization otherwise provide, in considering the
best interests of a limited cooperative association, a director of the association
in discharging the duties of director, in conjunction with considering the long
and short term interest of the association and its patron members, may
consider:

(1) the interest of employees, customers, and suppliers of the
association;

(2) the interest of the community in which the association operates; and

(3) other cooperative principles and values that may be applied in the
context of the decision.

§ 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 limited cooperative association and
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other information regarding the activities of the association 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 association.

§ 822. APPOINTMENT AND AUTHORITY OF OFFICERS

(a) A limited cooperative association has the officers:

(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 association’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 limited cooperative association.

(d) Officers of a limited cooperative association 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 limited cooperative
association does not of itself create a contract between the association and the
officer.

(f) Unless the organic rules otherwise provide, an individual may
simultaneously hold more than one office in a limited cooperative association.

§ 823. RESIGNATION 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 limited cooperative association may resign at any time
by giving notice in a record to the association. Unless the notice specifies a
later time, the resignation is effective when the notice is given.

Article 9. Indemnification

§ 901. INDEMNIFICATION

(a) Indemnification of an individual who has incurred liability or is a party,
or is threatened to be made a party, to litigation because of the performance of
a duty to, or activity on behalf of, a limited cooperative association is governed
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by Title 11A.

(b) A limited cooperative association may purchase and maintain insurance
on behalf of any individual against liability asserted against or incurred by the
individual to the same extent and subject to the same conditions as provided by
Title 11A.

Article 10. Contributions, Allocations, and Distributions

§ 1001. MEMBERS’ CONTRIBUTIONS

The organic rules must establish the amount, manner, or method of
determining any contribution requirements for members or must 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 limited cooperative association may consist of tangible or
intangible property or other benefit to the association, 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 must be reflected in a limited cooperative association’s records.

(c) 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.

§ 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 limited
cooperative association to make a contribution to the association:

(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 association, 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
association; or
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(B) the association, once formed, may rescind the agreement if the
debt remains unpaid more than 20 days after the association demands payment
from the person, and upon rescission the person has no further rights or
obligations with respect to the association.

(b) Unless the organic rules or an agreement to make a contribution to a
limited cooperative association otherwise provide, if a person does not make a
required contribution to an association, the person or the person’s estate is
obligated, at the option of the association, to contribute money equal to the
value of the part of the contribution which has not been made.

§ 1004. ALLOCATIONS OF PROFITS AND LOSSES

(a) The organic rules may provide for allocating profits of a limited
cooperative association among members, among persons that are not members
but conduct business with the association, to an unallocated account, or to any
combination thereof. Unless the organic rules otherwise provide, losses of the
association must be allocated in the same proportion as profits.

(b) Unless the organic rules otherwise provide, all profits and losses of a
limited cooperative association must be allocated to patron members.

(c) If a limited cooperative association 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 association
by patron members of products, goods, or services are not considered amounts
allocated to patron members.

(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, cooperative
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
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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 limited cooperative association 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 limited cooperative
association 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 equities, revolving fund certificates, and the limited cooperative
association’s own or other securities.

§ 1006. REDEMPTION OR REPURCHASE

Property distributed to a member by a limited cooperative association, 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 this title.

§ 1007. LIMITATIONS ON DISTRIBUTIONS

(a) A limited cooperative association may not make a distribution if, after
the distribution:

(1) the association would not be able to pay its debts as they become due
in the ordinary course of the association’s activities; or

(2) the association’s assets would be less than the sum of its total
liabilities.

(b) A limited cooperative association may base a determination that a
distribution is not prohibited under subsection (a) of this section on financial
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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 limited cooperative association, as of the
date money or other property is transferred or debt is incurred by the
association; and

(2) in all other cases, as of the date:

(A) the distribution 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
measured 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.

§ 1008. LIABILITY FOR IMPROPER DISTRIBUTIONS; LIMITATION OF
ACTION

(a) A director who consents to a distribution that violates section 1007 of
this title is personally liable to the limited cooperative association 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 section 818 or 819 of this title.

(b) A member or transferee of financial rights which received a distribution
knowing that the distribution was made in violation of section 1007 of this title
is personally liable to the limited cooperative association to the extent the
distribution exceeded the amount that could 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
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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)
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
years after the distribution.

Article 11. Dissociation

§ 1101. MEMBER’S DISSOCIATION

(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 limited cooperative association is wrongful only if the dissociation:

(1) breaches an express provision of the organic rules; or

(2) occurs before the termination of the limited cooperative association
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 limited cooperative association for
damages caused by the dissociation. The liability is in addition to any other
debt, obligation, or liability of the person to the association.

(d) A member is dissociated from the limited cooperative association as a
member when:

(1) the association 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 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;
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(4) the member is expelled as a member by the board of directors
because:

(A) it is unlawful to carry on the association’s activities with the
member as a member;

(B) there has been a transfer of all the member’s financial rights in
the association, other than:

(i) a creation or perfection of a security interest; or

(ii) a charging 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 or cooperative and:

(i) the member filed a certificate of dissolution or the equivalent,
or the jurisdiction of formation revoked the association’s charter or right to
conduct business;

(ii) the association sends a notice to the member that it will be
expelled as a member for a reason described in subdivision (4)(D)(i) of this
subsection; and

(iii) not later than 90 days after the notice was sent under
subdivision (4)(D)(ii) of this subsection, the member did not revoke its
certificate of dissolution or the equivalent, or the jurisdiction of formation did
not reinstate the association’s charter or right to conduct business; or

(E) the member is an individual and is adjudged incompetent;

(5) in the case of a member who is an individual, the individual dies;

(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
association are distributed;

(7) in the case of a member that is an estate, the estate’s entire financial
interest in the association 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 is
terminated; or

(9) the association’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.
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§ 1102. EFFECT OF DISSOCIATION AS MEMBER

(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 before 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 limited cooperative
association 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, dies or is expelled 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 this title.

Article 12. Dissolution

§ 1201. DISSOLUTION AND WINDING UP

A limited cooperative association is dissolved only as provided in this
article and upon dissolution winds up in accordance with this article.

§ 1202. NONJUDICIAL DISSOLUTION

Except as otherwise provided in sections 1203 and 1211 of this title, a
limited cooperative association is dissolved and its activities must 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 association’s organizers, board of directors, or
members under section 1204 or 1205 of this title; or

(3) 90 days after the dissociation of a member, which results in the
association having one patron member and no other members, unless the
association:

(A) has a sole member that is a cooperative; or



339 THURSDAY, FEBRUARY 26, 2009

(B) not later than the end of the 90-day period, admits at least 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 limited cooperative association or order
any action that under the circumstances is appropriate and equitable:

(1) in a proceeding initiated by the attorney general, if:

(A) the association obtained its articles of organization through fraud;
or

(B) the association 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
association’s affairs, the members are unable to break the deadlock, and
irreparable injury to the association is occurring or is threatened because of the
deadlock;

(B) the directors or those in control of the association have acted, are
acting, or will act in a manner that is illegal, 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 association are being misapplied or wasted.

§ 1204. VOLUNTARY DISSOLUTION BEFORE COMMENCEMENT OF
ACTIVITY

A majority of the organizers or initial directors of a limited cooperative
association that has not yet begun business activity or the conduct of its affairs
may dissolve the association.

§ 1205. VOLUNTARY DISSOLUTION BY THE BOARD AND MEMBERS

(a) Except as otherwise provided in section 1204 of this title, for a limited
cooperative association to voluntarily dissolve:

(1) a resolution to dissolve must be approved by a majority vote of the
board of directors unless a greater percentage is required by the organic rules;
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(2) the board of directors must 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 must mail or otherwise transmit or deliver to
each member in a record that complies with section 508 of this title:

(A) the resolution 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 must 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 must 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 limited cooperative association has investor members, at least
a majority of the votes cast by patron members, unless the organic rules require
a greater percentage.

(c) The organic rules may require 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.

§ 1206. WINDING UP

(a) A limited cooperative association continues after dissolution only for
purposes of winding up its activities.

(b) In winding up a limited cooperative association’s activities, the board of
directors shall cause the association to:

(1) discharge its liabilities, settle and close its activities, and marshal and
distribute its assets;

(2) preserve the association or its property as a going concern for no
more than a reasonable time;
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(3) prosecute and defend actions and proceedings;

(4) transfer association property; and

(5) perform other necessary acts.

(c) After dissolution and upon application of a limited cooperative
association, a member, or a holder of financial rights, the superior court may
order judicial supervision of the winding up of the association, including the
appointment of a person to wind up the association’s activities, if:

(1) after a reasonable time, the association 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 limited cooperative association, the association 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 LIMITED
COOPERATIVE ASSOCIATION

(a) In winding up a limited cooperative association’s business, the
association shall apply its assets to discharge its obligations to creditors,
including members that are creditors. The association 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 members in the records
of a limited cooperative association 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 association of any remaining assets in the
proportion of the member’s financial interests to the total financial interests of
the members after all other obligations are satisfied.

§ 1208. KNOWN CLAIMS AGAINST DISSOLVED LIMITED
COOPERATIVE ASSOCIATION

(a) Subject to subsection (d) of this section, a dissolved limited cooperative
association may dispose of the known claims against it by following the
procedure in subsections (b) and (c) of this section.
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(b) A dissolved limited cooperative association may notify its known
claimants of the dissolution in a record. The notice must:

(1) specify that a claim be in a record;

(2) specify the information required to be included in the claim;

(3) provide an address to which the claim must be sent;

(4) state the deadline for receipt of the claim, which may not be less than
120 days after the date the notice is received by the claimant; and

(5) state that the claim will be barred if not received by the deadline.

(c) A claim against a dissolved limited cooperative association is barred if
the requirements of subsection (b) of this section are met, and:

(1) the association 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 rejected by the
association, the claimant does not commence an action to enforce the claim
against the association within 90 days after receipt of the notice of the
rejection; or

(3) if a claim is timely received but is neither accepted nor rejected by
the association within 120 days after the deadline for receipt of claims, the
claimant does not commence an action to enforce the claim against the
association:

(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 LIMITED
COOPERATIVE ASSOCIATION

(a) A dissolved limited cooperative association may publish notice of its
dissolution and request persons having claims against the association to present
them in accordance with the notice.

(b) A notice under subsection (a) of this section must:

(1) be published at least once in a newspaper of general circulation in
the county in which the dissolved limited cooperative association’s principal
office is located or, if the association does not have a principal office in this
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state, in the county in which the association’s designated office is or was last
located;

(2) describe the information required to be contained in a claim and
provide an address to which the claim is to be sent; and

(3) state that a claim against the association is barred unless an action to
enforce the claim is commenced not later than three years after publication of
the notice.

(c) If a dissolved limited cooperative association 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 this title; and

(2) a claimant 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 limited cooperative association, to the extent of
its undistributed assets; or

(2) if the association’s assets have been distributed in connection with
winding up the association’s activities against a member or holder of financial
rights to the extent of that person’s proportionate share of the claim or the
association’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
paragraph shall not exceed the total amount of assets distributed to the person
as part of the winding up of the association.

§ 1210. COURT PROCEEDING

(a) Upon application by a dissolved limited cooperative association that has
published a notice under section 1209 of this title, the superior court in the
county where the association’s principal office is located or, if the association
does not have a principal office in this state where its designated office in this
state is located, may determine the amount and form of security to be provided
for payment of claims against the association that are contingent, have not been
made known to the association, or are based on an event occurring after the
effective date of dissolution but that, based on the facts known to the
association, are reasonably anticipated to arise after the effective date of
dissolution.
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(b) Not later than 10 days after filing an application under subsection (a) of
this section, a dissolved limited cooperative association 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 limited cooperative association shall pay reasonable fees and
expenses of the representative, including all reasonable attorney’s and expert
witness fees.

(d) Provision by the dissolved limited cooperative association for security
in the amount and the form ordered by the court satisfies the association’s
obligations with respect to claims that are contingent, have not been made
known to the association, 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

(a) The secretary of state may dissolve a limited cooperative association
administratively if the association 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 this title; or

(2) deliver 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
limited cooperative association administratively, the secretary of state shall file
a record of the determination and serve the association 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 association 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 association
administratively by preparing and filing a declaration of dissolution which
states the grounds for dissolution. The secretary of state shall serve the
association with a copy of the declaration.

(d) A limited cooperative association that has been dissolved
administratively continues its existence only for purposes of winding up its
activities.
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(e) The administrative dissolution of a limited cooperative association does
not terminate the authority of its agent for service of process.

§ 1212. REINSTATEMENT FOLLOWING ADMINISTRATIVE
DISSOLUTION

(a) A limited cooperative association 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 must be
delivered to the secretary of state for filing and state:

(1) the name of the association 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 association’s name satisfies the requirements of section 111
of this title.

(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) file the original of the declaration; and

(3) serve a copy of the declaration on the association.

(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 limited cooperative association 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 limited cooperative association’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 association 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 limited cooperative association may
appeal the denial by petitioning the superior court to set aside the dissolution.
The petition must be served on the secretary of state and contain a copy of the
secretary of state’s declaration of dissolution, the association’s application for
reinstatement, and the secretary of state’s notice of denial.
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(c) The court may summarily order the secretary of state to reinstate the
dissolved cooperative association or may take other action the court considers
appropriate.

§ 1214. STATEMENT OF DISSOLUTION

(a) A limited cooperative association 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 association;

(2) the date the association dissolved or will dissolve; and

(3) any other information the association considers relevant.

(b) A person has notice of a limited cooperative association’s dissolution
on the later of:

(1) 90 days after a statement of dissolution is filed; or

(2) the effective date stated in the statement of dissolution.

§ 1215. STATEMENT OF TERMINATION

(a) A dissolved limited cooperative association 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 association;

(2) the date of filing of its initial articles of organization; and

(3) that the association is terminated.

(b) The filing of a statement of termination does not itself terminate the
limited cooperative association.

Article 13. Action By Member

§ 1301. DERIVATIVE ACTION

A member may maintain a derivative action to enforce a right of a limited
cooperative association if:

(1) the member demands that the association bring an action to enforce
the right; and

(2) any of the following occur:

(A) the association does not, within 90 days after the member makes
the demand, agree to bring the action;
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(B) the association notifies the member 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 demanded and fails to
bring the action within a reasonable time.

§ 1302. PROPER PLAINTIFF

(a) A derivative action to enforce a right of a limited cooperative
association 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 association.

(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 limited cooperative association,
the complaint must state:

(1) the date and content of the plaintiff’s demand under subdivision
1301(1) of this title and the association’s response;

(2) if 90 days have not expired since the demand, how irreparable harm
to the association would result by waiting for the expiration of 90 days; and

(3) if the association 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 limited cooperative association
may not be discontinued or settled without the court’s approval.

§ 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 limited 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 remit them to the association.

(b) If a derivative action to enforce a right of a limited cooperative
association is 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 association.

Article 14. Foreign Cooperatives

§ 1401. GOVERNING LAW

(a) The law of the state or other jurisdiction under which a foreign
cooperative is organized governs relations among the members of the foreign
cooperative and between the members and the foreign cooperative.

(b) A foreign cooperative may not be denied a certificate of authority
because of any difference between the law of the jurisdiction under which the
foreign cooperative is organized and the law of this state.

(c) A certificate of authority does not authorize a foreign cooperative to
engage in any activity or exercise any power that a limited cooperative
association may not engage in or exercise in this state.

§ 1402. APPLICATION FOR CERTIFICATE OF AUTHORITY

(a) A foreign cooperative 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 cooperative and, if the name does not
comply with section 111 of this title, an alternative name adopted pursuant to
section 1405 of this title;

(2) the name of the state or other jurisdiction under whose law the
foreign cooperative 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 cooperative is
organized requires the foreign cooperative to maintain another office in that
jurisdiction, the street address and, if different, mailing address of the required
office;
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(4) the street address and, if different, mailing address of the foreign
cooperative’s designated office in this state, and the name of the foreign
cooperative’s agent for service of process at the designated office; and

(5) the name, street address and, if different, mailing address of each of
the foreign cooperative’s current directors and officers.

(b) A foreign cooperative 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 cooperative’s publicly filed records in the state or other
jurisdiction under whose law the foreign cooperative is organized.

§ 1403. ACTIVITIES NOT CONSTITUTING TRANSACTING BUSINESS

(a) Activities of a foreign cooperative which do not constitute transacting
business in this state under this article include:

(1) maintaining, defending, and settling an action or proceeding;

(2) holding meetings of the foreign cooperative’s members or directors
or carrying on any other activity concerning the foreign cooperative’s internal
affairs;

(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 maintaining trustees
or depositories with respect to those securities;

(5) selling through independent contractors;

(6) soliciting or obtaining orders, whether by mail or electronic 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
in real 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 one in 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
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property excluded under subsection (a) of this section, constitutes transacting
business in this state.

(c) This section does not apply in determining the contacts or activities that
may subject a foreign cooperative to service of process, taxation, or regulation
under the laws of this state other than this title.

§ 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 cooperative 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 cooperative
or its representative.

§ 1405. NONCOMPLYING NAME OF FOREIGN COOPERATIVE

(a) A foreign cooperative 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 cooperative that adopts an alternative 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 alternative name, a foreign cooperative’s business in this
state must be transacted under that name unless the foreign cooperative is
authorized under chapter 15 of Title 11 to transact business in this state under
another name.

(b) If a foreign cooperative 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 cooperative
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 this title;

(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
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(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
cooperative’s designated office.

(b) To revoke a certificate of authority, the secretary of state must file a
notice of revocation and send a copy to the foreign cooperative’s registered
agent for service of process in this state or, if the foreign cooperative does not
appoint and maintain an agent for service of process in this state, to the foreign
cooperative’s principal office. The notice must state:

(1) the revocation’s effective date, which must be at least 60 days after
the date the secretary of state sends the copy; and

(2) the foreign cooperative’s noncompliance that is the reason for the
revocation.

(c) The authority of a foreign cooperative to transact business in this state
ceases on the effective date of the notice of revocation unless before that date
the foreign cooperative cures each failure to comply stated in the notice. If the
foreign cooperative 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 cancel its certificate of authority, a foreign cooperative must deliver
to the secretary of state for filing a notice of cancellation. The certificate is
canceled when the notice becomes effective under section 203 of this title.

(b) A foreign cooperative transacting business in this state may not
maintain an action or proceeding in this state unless it has a certificate of
authority.

(c) The failure of a foreign cooperative to have a certificate of authority
does not impair the validity of a contract or act of the foreign cooperative or
prevent the foreign cooperative from defending an action or proceeding in this
state.

(d) A member of a foreign cooperative is not liable for the obligations of
the foreign cooperative solely by reason of the foreign cooperative’s having
transacted business in this state without a certificate of authority.

(e) If a foreign cooperative 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
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The attorney general may maintain an action to restrain a foreign
cooperative from transacting business in this state in violation of this article.

Article 15. Disposition of Assets

§ 1501. DISPOSITION OF ASSETS NOT REQUIRING MEMBER
APPROVAL

Unless the articles of organization otherwise provide, member approval
under section 1502 of this title is not required for a limited cooperative
association to:

(1) sell, lease, exchange, license, or otherwise dispose of all or any part
of the assets of the association in the usual and regular course 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 association whether or
not in the usual and regular course of business.

§ 1502. MEMBER APPROVAL OF OTHER DISPOSITION OF ASSETS

A sale, lease, exchange, license, or other disposition of assets of a limited
cooperative association, other than a disposition described in section 1501 of
this title, requires approval of the association’s members under sections 1503
and 1504 of this title if the disposition leaves the association without
significant continuing business activity.

§ 1503. NOTICE AND ACTION ON DISPOSITION OF ASSETS

For a limited cooperative association to dispose of assets under section 1502
of this title:

(1) a majority of the board of directors, or a greater percentage if
required by the organic rules, must approve the proposed disposition; and

(2) the board of directors must 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 a record 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
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(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 special
meeting of members.

§ 1504. DISPOSITION OF ASSETS

(a) Subject to subsection (b) of this section, a disposition of assets under
section 1502 of this title must be approved by:

(1) at least two-thirds of the voting power of members present at a
members meeting called under subdivision 1503(2) of this title; and

(2) if the limited cooperative association 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 this title 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.

(c) Subject to any contractual obligations, after a disposition of assets is
approved and at any time before the consummation of the disposition, a limited
cooperative association may approve an amendment to the contract for
disposition or the resolution authorizing the disposition or approve
abandonment of the disposition:

(1) as provided in the contract or the resolution; and

(2) except as prohibited by the resolution, with the same affirmative
vote of the board of directors and of the members as was required to approve
the disposition.

(d) The voting requirements 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

§ 1601. DEFINITIONS

In this article:

(1) “Constituent entity” means an entity that is a party to a merger.
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(2) “Constituent limited cooperative association” means a limited
cooperative association that is a party to a merger.

(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 this title.

(5) “Converting limited cooperative association” means a converting
entity that is a limited cooperative association.

(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 liability” 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.

§ 1602. CONVERSION

(a) An entity that is not a limited cooperative association may convert to a
limited cooperative association and a limited cooperative association may
convert to an entity that is not a limited cooperative association pursuant to this
section, sections 1603 through 1605 of this title, and a plan of conversion, if:

(1) the other 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.
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(b) A plan of conversion must be in a record and must 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 CONVERSION BY CONVERTING
LIMITED COOPERATIVE ASSOCIATION

(a) For a limited cooperative association to convert to another entity, a plan
of conversion must 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
must 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 a record 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) a recommendation 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 must 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
must 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 limited cooperative association 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.

(c) The organic rules may require that the percentage of votes under
subdivision (b)(1) of this section is:
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(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 required for the members of the limited cooperative association to
amend the articles of organization.

(e) Consent in a record to a plan of conversion by a member must be
delivered to the limited cooperative association before delivery of articles of
conversion for filing if as a result of the conversion the member will have:

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

(2) an obligation or liability 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 limited cooperative association may amend a plan of
conversion or abandon the planned conversion:

(1) as provided in 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 required 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.

§ 1604. FILINGS REQUIRED FOR CONVERSION; EFFECTIVE DATE

(a) After a plan of conversion is approved:

(1) a converting limited cooperative association shall deliver to the
secretary of state for filing articles of conversion, which must include:

(A) a statement that the limited cooperative association 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;
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(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 this title; and

(2) if the converting entity is not a converting limited cooperative
association, the converting entity shall deliver to the secretary of state for filing
articles of organization, which must include, in addition to the information
required by section 302 of this title:

(A) a statement that the association was converted from another
entity;

(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 limited cooperative association, when the
articles of conversion take effect pursuant to subsection 203(c) of this title; or

(2) if the converted entity is not a limited cooperative 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 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;
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(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 limited cooperative association for
purposes of Article 12 of this title.

(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 limited cooperative
association if, before the conversion, the converting limited cooperative
association 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 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 this title.

§ 1606. MERGER

(a) One or more limited cooperative associations 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 governing statutes; and

(3) each of the other entities complies with its governing statute in
effecting the merger.

(b) A plan of merger must be in a record and must include:

(1) the name and form of each constituent entity;

(2) the name and form of the surviving entity and, if the surviving entity
is to 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;
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(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 limited cooperative association 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 LIMITED COOPERATIVE ASSOCIATION

(a) For a limited cooperative association to merge with another entity, a
plan of merger must be approved by a majority vote of the board of directors or
a greater percentage if required by the association’s organic rules.

(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
a record 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
a member;

(2) a recommendation 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 must 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 must
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 this title; and
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(2) if the limited cooperative association 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 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.

(c) The vote required to approve a plan of merger may not be less than the
vote required for the members of the limited cooperative association to amend
the articles of organization.

(d) Consent in a record to a plan of merger by a member must be delivered
to the limited cooperative association before delivery of articles of merger for
filing pursuant to section 1609 of this title if as a result of the merger the
member will have:

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

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

(e) Subject to subsection (d) of this section and any contractual rights, after
a merger is approved, and at any time before the effective date of the merger, a
limited cooperative association that is a party to the merger may approve an
amendment to the plan of merger or approve abandonment of the planned
merger:

(1) as provided in 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 this title apply to approval of a merger under this article.

§ 1609. FILINGS REQUIRED FOR MERGER; EFFECTIVE DATE

(a) After each constituent entity has approved a merger, articles of merger
must be signed on behalf of each constituent entity by an authorized
representative.

(b) The articles of merger must include:
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(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 limited cooperative association, the limited cooperative
association’s articles of organization; or

(B) will be an entity other than a limited cooperative association, 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;

(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 this title; and

(8) any additional information required by the governing statute of any
constituent entity.

(c) Each limited cooperative association 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 limited cooperative association, upon the
later 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 limited cooperative association, as
provided by the governing statute of the surviving entity.

§ 1610. EFFECT OF MERGER
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(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 separate 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 this title, 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;

(8) except as otherwise provided in the plan of merger, if a merging
limited cooperative association ceases to exist, the merger does not dissolve
the association for purposes of Article 12 of this title;

(9) if the surviving entity is created by the merger and:

(A) is a limited cooperative association, the articles of organization
become effective; or

(B) is an entity other than a limited cooperative association, 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 this title.
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§ 1611. CONSOLIDATION

(a) Constituent entities that are limited cooperative associations or foreign
cooperatives 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 EXCLUSIVE

This article does not prohibit a limited cooperative association from being
converted or merged under law other than this title.

Article 17. Miscellaneous Provisions

§ 1701. UNIFORMITY OF APPLICATION AND CONSTRUCTION

In applying and construing this uniform act, consideration must be given to
the need to promote uniformity of the law with respect to its subject matter
among states that enact it.

§ 1702. RELATION TO ELECTRONIC SIGNATURES IN GLOBAL AND
NATIONAL COMMERCE ACT

This title modifies, limits, or supersedes the federal Electronic Signatures in
Global and National Commerce Act, 15 U.S.C. 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, before the effective date.

§ 1704. EFFECTIVE DATE

This title takes effect upon passage.

Rep. Zuckerman of Burlington, for the committee on Ways and Means,
recommended the bill ought to pass when amended as recommended by the
committee on Commerce and Economic Development.

The bill, having appeared on the Calendar one day for notice, was taken up,
read the second time, report of the committees on Commerce and Economic
Development and Ways and Means agreed to and third reading ordered.
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Favorable Report; Bill Amended and Third Reading Ordered

H. 91

Rep. Donahue of Northfield, for the committee on Human Services, to
which had been referred House bill, entitled

An act relating to technical corrections to the juvenile judicial proceedings
act of 2008

Reported in favor of its passage. The bill, having appeared on the Calendar
one day for notice, was taken up and read the second time.

Pending the question, Shall the bill be read the third time? Rep. Lippert of
Hinesburg moved to amend the bill as follows:

By adding a Sec. 4 to read:

Sec. 4. EFFECTIVE DATE

This act shall take effect upon passage.

Which was agreed to and third reading of the bill was ordered.

Adjournment

At two o'clock and fifteen minutes in the afternoon, on motion of Rep.
Komline of Dorset, the House adjourned until tomorrow at nine o'clock and
thirty minutes in the forenoon.


