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“AN ACT TO REVISE LAWS RELATING

ENTITLED:
TO COOPERATIVE MARKETING ASSOCTATIONSy PROVIDENG EFDR
PERPETUAL EXISTENCE, CHANGING PROVISIONS RELATING TO
AMENDMENT AND FILING OF ARTICLES OF INCORPORATION AND
AMENDMENT OF B8YLAWSs PROVIDING FOR RESERVES AND DISTRIBUTION
oF NET EARNINGSy AND PROVIDING FOR MERGER OF SUCH
ASSOCTATIONS; AMENDING SECTIONS 14—408+y 14-40%9y AND 14-410s

ReCeMs 194T.™

BE 1T ENACTED BY THE LEGISLATURE DOF THE STATE OF MONTANA:

Section l. Section 14-408+ ReCeMe 1947y is amemnded to
read as follows:

®14-408. Articltes of incorporations Each association
formed under this act must prepare and file articles of
incorporations setting forth:

{a} The name of the association;

(b} The purposes for which it is formed;

{c) The place where its principal business will be
transacted;

{d) The term for which it is to exists rot—exceeding
forty-years which m3y pe perpegual; .

{e} The number of its directors or trusteess which
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shall - not be less than five nor more than thirteens and the
names and residences of those who are appointed for the
first three months and until their successors are elected
and qualified.

{f) 1If organized without capital stocke whether the
property rights and interest of each member shall be equal
or unequal; and if unequals the articles shall set forth the
general rule or rutes applicable to -all members by which the
property rights and interestse respectivelys of each member
may and shall be determined and fixed and the association
shal) have the power to admit new members who shall be
entitled to share in the property of the association with
the old wemberss in accordance with such general rule or
rules. Fhis-provision—of-the-articles-of-incorpsration—shald
not——bhe-—atteredy-nrendedy-or-repented-except-by—the-written
consent—or—vote—of-three—fourtha—of-the-memberss

(g) The articles must be subscr ibed by the
incorporators and acknowledged by one of them before an
officer authorized by the law of this state to take and
certify acknowledgments of deeds and conveyances; and shaltl
be filed in accordance with the provisions of the general
corporation law of this statey and when so filed the said
articles of incorporations or certified ﬁopies thereofs
shall be received in all the courts of this statey and other

placeses as prima facie evidence of the facts contained
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thereines and of the due incorporation of such associations #
certifired-copy-of-the-articlies-of-incorporstion——shati——aiso
be—fited-with—the—dean—of—the—state—cottege-of-agricuttures®

Section 2« Section 14—409y ReCeMe 1947y is amended to
read as follows:

"14-409. Amendments to articles of incorporation. ¥Fhe
ertic#es-‘ofv—+neevpoaae+ondnay—be-§¥tered—or*a-ended—ot—any
reguiar-meeting-or—at-eny-special-meeting--celted—Ffor-~thot
purpesei—Jiﬂ——a-bndneﬁtéuustQ*i?Stbhe—uppfoved—hy;tibefhifﬂs
of-the-difeetofs—and-tEen—adopteﬂ—b7~u—vote—-fepfesenting——a

najeritfhfef—a§¥~the--eabéf;—of~tHeiaSsdtiat%onv—~iiend-ents

to—the—ertictes—of-incorporation-when—so—~adopted——shat¥-+be

Fi%éd;—+nd—aeeurﬂﬂhee——-ith—-the——pfeiis%ans--of-the—geﬁefei

corporation-taw-of-this—stotes At any time after £ilings the
- . . o L . .
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which the principal office of the association is locatede"

Section 3. Section 14-410s RelaMe 1947 is amended to
read as follows:

"14~-410. Bylawse. Each association incorporated under
this act muste within thirty days after its incorporations
adopt for its government and management a code of bylawss
not inconsistent with the powers granted by this acts A
majority vote of the members or stockholderss or thelr
written assents is necessary to adopt such bylaws. The
byldws may be amended at ony sregular or sgecial meeting _if
approved by _a wmajority’ vofe of tha stockhdlders yoting
thereons Each association under its bylaws may also provide
for any or all of the following matters:

{a) The timey place and wmanner of calling and
conducting its meetingss

{b) The number of stockholders or members constituting
2 QuUoTrume

(c) The right of members or stockholders to wvote by
proxy or by ®mail or by boths and the conditionssy manners
forme and effects of such votese

{d) The number of directors constituting a quorums

(e) The qualtificationss compensation and duties and
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term of office of directors and officers; time of their
election and the mode and manner of giving notice thereof.

(f} Penalties for viclations of the bylaws.

(g} The amount of entrances organization and
membership feeses if any: the manner and method of colleccion
of the samey and the purposes for which they may be used.

(h}) The amount which each member or stockholder shall
be required to pay annually or from time to timey if a3t ally
to carry on the business of the associations the charges if
anyy to be paid by each meamber or stockholder for services
rendered by the association to him and the time of payment
and the manner of collectioni and the marketing contract
between the association and its wmembars or steockholders
which every member or stockholder wmay be required to signe

(i) The number and qualifications of members or
stockholders of the asscciation and the conditions precadent
to membership or ownership of common stock; the methods
times and manner of permitting members to withdraw or the
holders of common stock to transfer their stock; the manner
of assignment 3and transfer of the interest of memberss and
the shares of common stock; the conditions upon whichs and
the time when membership of any member shall ceases The
automatic suspension of the rights of a member when he
ceases to be eligible to membership in the associations and

modes mannersy and effect of the expulsion of a wmember;
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mamer of determining the value of a member®s interest and
provision for its purchase by the association upon the death
or withdrawal of a member or stockholder or wupon the
expulsion of a member or forfeiture of his memberships or at
the option of the associations by conclusive appraisal by
the board of directorse In- case of the withdrawal or
expulsion of a member the board of directors shall equitably
and conclusively appraise his property interests in the
association and shall fix the amount thereof in moneys which
snhall be paid to him within one year after such expulsion or
withdrawal.”

Section 4« There is a new Ra.CeM. section numbered
14~-430 that reads as follows:

14-430. Reserves -- distribution of net earningse. (1)
An asscciation organized under this chapte? may .set aside
such part of its net earnings as its board of directors
considers advisable for the purpose of creating or
maintaining a capital reservee« In addition to such capitail
reserves the directors may set aside a sum not to exceed 5%
of the annual net earnings of the associations which shall
be used for the purposes of promoting and teaching
cooperative organization and principlese The directors may
establish and accumulate reserves for buildingss machinery
and equipmenty depreciations lo0ssesy and other proper

puUrposese

-—f—



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1245/01

{2) Net earnings in excess of any such deductiens
shallt be distributed annually to patrons omn the basis of
patronagees An association subject to the provisions of this
chapter may distribute net earnings in cashs creditsy stocke
revolving fund certificatess other certificates or
securities of the association or of other associationss or
in any combination thereof.

Section 52 There is a new R.CeMe section numbered
14—4%31 that reads as follows:

14-431le Merger or consolidation of cooperativa
associations —-- sale of substantially all assetse (1) it is
lawful for twoe or more cooperative associations formed,
before or after July 1y 1977y under the laws of the state of
Montana to merge or consolidate with each others dne or more
such associations may merge or consolidate with one or more
associations incorporated under the laws of another state
relating to organization of cooperative associstions by
complying with the provisions of this chapter or with the
applicable Jlaws of the state where the surviving or new
association has its principal place of business.

{2) Before an association may merge or consolidate
with any other associations a written plan of merger or
consolidation shall be prepared by the board of directors of
one or hoth associations by a committee appointed for that

purpose by the board of directors of ona or Dopoth
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associations or by 3 committee composed of at least 10Z of
the stockholders of one of the associations concernede 5Such
plan shall set forth all the terms of the marger or
consolidation and tne proposed effect thereof on each of the
stockholders of the associations concerneds In the case of
consolidations the plan shall also contain a copy of tho
proposed articles for the new association to de formed.

t3) Notice of the proposed plan ande in the tasz of
consolidations of the proposed new articles shall be mailed
to each stockholder of the associations to be affected
therebye.

{4) The notice shall advise the stockholders of each
association of the time and place that each association will
meets at which time the proposal shall pe considered and
voted upon by each associatione. The meetings may be held not
less than 30 or more than 60 days after the mailing of
notices The plan shall be considered adopted if & quorum is
present and two—thirds of those voting vote in its favore.

{5) Within 30 days after the merger or consolidation
plan has been adopteds documents of merger or conscolidation
setting forth the plan and the manner of adoption thereof
shall be signed and acknowledged by the president or
vice—president and by the secretary or assistant secretary
of each association merging or consolidating and filed with

the clerk and recorder of the county in which the principal
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office of the new or surviving association is located if the
office is in Montana and with +the Montana secretary of
states If the new or surviving association has its principal
office in Montanas the merger or consolidation becomes
effective as of the date of Ffiling with the Montana
secretary of state. If its principal office is outside the
state of Montanas the merger or consolidation becomes
ef fective upon full compliance with the laws of the state in
which its principal office is locateds If there is a3 merger,
the articles and bylaws of the surviving association are
amended to the extent provided in the documents setting
forth the plan of mergere

{6) At any meetings the stockholders of a cooperative
association wmay authorize the disposition or sale of all or
substantially all of the association's assets if notice that
such disposition or sale will be considered at such meseting
has been given to 211 persons entitled to vote therson and
if disposition or sale is -approved by two—thirds of those
stockholders voting at the meetinge

(7)) ©On the effective dates the associations which are
parties to a plan adopted pursuant to this section become 2
single associations In the case of a mergere the surviving
association is that association so designated in the plans
In the case of a consolidationy the new association is the

association provided for in the plane The separate existence
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of all associations which are parties to the plans except
the surviviny or new associations then ceases. The surviving
or new association possesses all .the rights and all the
property of each of the individual associations and is
responsible far all their obligationse Title to any property
is wvested in the surviving or new association with no
reversion or impairment thereof caused by the merger or
consolidatione No right of any creditor may be impaired by
the merger or consolidation without his consents

{8) No action may be maintained to invalidate - any
saley wergers of consolidation taken pursuant to this
chapter because of the manner of its adoption unless the
action is cosmenced within 2 years after the required
fitings have been made in relation to such corporate action
ors if none is requiredy after the effective date of such
corporate actione

—End~
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Approved by Committee
on Judiciary

“AN ACT TD REVISE LAWS RELATING
TO COOPERATIVE MARKETING ASSOCIATIONS PROVIDING fDR
PERPETUAL EXISTENCES CHANGING PROVISTIONS RELATING 7O
AMENDMENT AND FILING OF ARTICLES OF [INCORPORATION AND
AMENDMENT OF BYLAMWSe PRDVIDING-FOR RESERVES AND DISTRIBUTION
Of NET EARMINGS AND PROVIDING FOR MERGER ©OF SUCH
ASSOCIATIONS; AMENDING SECTVIONS 14-408¢ 14—409¢ AND 14=410s

ReCoMe 1947.%

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 14-408y RuleMe 1947y is amernded to
read as follows:

®14-404. Articles of incorporation. tach asseciation
formed wunder this act wmust prepare and file articles of
incorporations setting forth:

{a} The name of the associationi

(b) Tne purposes for which it is forwmed;

{c) The place where its principal business will be
transacted;

{d)y The term for which it is to exists not—exceeding
forty-years which may be perpetyal;

{e) TYhe number of its directors or trusteess which
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shall not be less than five nor more than thirteens and the
names and residences of those who 2re appeinted for the
first three months and until thelr successors are elacted
and qualifiede

{f) 1If organized without capital stocky .whether the
property .rights and interest of each member shald be squal
or unequal; and If unequals the articles shall set forth the
general rule or rules applicable to all members by which the
property rights and interestss respectivelys of each member
may and -shall be deterwined and fixed and the association
shall have the power to admit new members who shall be
entitled to share in the property of the association with
the old memberss in accordance with such general rule or
rules. ¥hisprovision—of—the—articlea-cf-incorporation—shalt
not-—be—-o}teredv-a-eﬂdédv-of—repee+ed-exeepteby-the—-ritten
consent-or-vote-of-three-fourths-of-the-membersy

{g) The articles nust be subscribed by the
incorporators and acknowledged by one of them before an
officer authorized by the law of +this state to take and
certify acknowledgments of deeds and conveyances; and shall
be filed in accordance with the provisions of the general
corporation taw of this states and when so filed the said
articles of incorporationy or certified copies thereofy
shall be received in all the courts of this states and other

placessy as prima facie evidence of the facts contained
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thereins and of the due incorporation of such associatione *
certified-copy—of-the—articltes—of-incerporetion——shalt——ealso
be—f§+ed--+th-the-deen—ef—the—stete-eo%iege;of-agficu+t;f€v'

Section 2. Section 14-409s ReCeMe 1947y is amended to
read as follows:

®14-40%9. Amendments to articles of incorporation. Fhe
erticlres——of-—incorperation—nay—be-altered-or-amended—at—any
regu%of-neet%ag—or-at—ony-speeia*-eet?ng——ea%*?d—-fe}—-that
pufposer--ﬁﬁ——n-eﬂd-entéhust;fé}it-he—eppreved—by;t-ofthifas
of-the—directors—and-then-adopted-by-a—vote-—representimy——=2
nojority-—of-atl-the—members—of-the-asaccintione——Amendwents

7to-the—artié?es~of~+neerpdfat§oﬂ—vhen—se——adogteﬁ--sha%%—-be

fited-—in--scecordance——with--the——provisions—-of-the—generai

corporastion-taw—of-thra-states At any time gfter fi]ing, fhe

articles of incorporation may be amendeds Any amendmeént of

the _oarticles of _incorperation ghall bz Joproved Dby
I i"i I’.W[EV.Iil L.I‘ 7. I r . ’!I - I . o E

less than two-thirds of those stockholders voting theregp at
any  regular meeting of the stocknolders or at 3 spoecial
weeting of the stockholders called for that purposee 4

. . . )

acknonledged on_bpehalf of the assogiation by _its presideot
or vice-president and its corporate s=al affixed thereto and
=34 i s2Cr « The st ment _shall be filed in
th £Ei f the - f - 1 .
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. ifi £ A £t icl £

incorporatione A certified copy of such certificate shal) pe

filed in the pffijce of the county clerk for the county _in
ich. incipal offi £y P is 1 la®

Section 3. Section 14-410y RaCaM. 1947y is amended to
read as follows:

"14-410. Bylawss. Each association incorporated under
this act musty within thirty days after its incorporations
adopt for ics government and management a code of bylawse
not inconsistent with the powers granted by this acte A
majority vote of the members or stockholdarsey or their
written assents is mnec2ssary to adopt such bylawse The
byldws may be amended at any regular or special mesting if
approved by ‘o majority vote of _the stdckholders yoting
thereons Each association under its bylaws may also provide
for any or 21l of the following matters:?

(3) The times place and manner of calling and
conducting its meetingse

{b) The number of stockholders or members constituting
a guorume

(c) The right of members or stockholders to vote by
proxy or by mail or by boths and the conditionss mannery
formy and effects of such votess

{dy The number of directors constituting a quorums

(e} The qualificationss compensation and duties and

—ly—
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term of office of directors and officers; time of their
election and the mode and manner of giving notice tnereof.
(f} Penalties for violations of the bylaws.
to} The amount of entrances organization and
membership feess if any; the manner and method of collection
of the sames and the purposes for which they may be usede.
(h) The amount which each member or stockholder shall
be required to pay annually or from time to timey if at ally
to carry on the business of the associations the charges if
anys to be paid by each member or stockiholder for services
rendered by the association to him 3nd the time of paymsent
and the manner of collection; and the marketing contract
between the association and its wmembars or stockholders
which every member or stockholder may be required to sijne
{i} The number and gualifications of members or
stockholders of the asscciation and the conditions precedent
to uembefship or ownership of common stocki the methods
timey and manner of permitting members to withdraw or the
holders of common stock to transfer their stocki the wmanner
of assignment and transfer of the interest of memberss and
the shares of common stock; the conditions upon whichy and
the time when membership of any member shall ceases The
automatic suspension of the rights of a mewmber when he
ceases to be eligible to membership in the associations 2z2nd

modes mannery and effect of the expulsicn of a wmember;
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mamer of determining the value of a member's interest and
provision for its purchase by the association upon the death
or withdrawal cf a member or stockholder or wupon thz
expulsion of a member or forfeiture of his memberships or at
the option of the associationes by conclusive appraisal by
the board of directorse In case of the withdrawal or
expulsion of a member the board of directors shall equitably
and conclusively- appraise his property interests in the
assoclation and -shall fix the amount thereof in moneys which
shall be paid to him within one year after such expulsion or
withdrawal.”

Section &. There is a new RaC.M. section numbered
14-430 that reads as follows:

14-430. Reserves —— distribution of net earnings. (1}
An association organized under this chapter wmay set aside
such part of its net earnings as its board of directors
considers advisable for the purpose of creating or
maintaining a3 capital reserve. In addition to such capital
reserves the directors may set aside a sum not to exceed 35X
of the annual net earnings of the associatione which shall
be wused for the purposes of promoting and teaching
cooperative organization and principlese. The directors may
establish and accumulate reserves for buildingss machinery
and equipments depreciations 1lossess and other proper

DUFpOSESa
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{2) MNet earnings in excess of any such deductions
shall be distributed annually to patrons on the basis of
patronage. An association subject to the provisions of this
chapter may distribute net earnings in cashe creditsy Stocks
revolving fund certificatesy other certificates or
securities of thz association or of other associationss or
in any combination thercof.

Section S« There is a new ReCLeMe section numbered
14-431 that reads as follows:

14—-431es Merger or consolidation of cooperative
associations -- sale of substantially all assets. {1) It is
Tawful for two or more cooperative associations formeds
before or after July 1y 1977y under the laws of the state of
Hontana to merge or consolidate with each othere Ine or more
such associations may merge or consolidate with on2 or more
associations incorporated undar the laws of another state
relating to organization of cooperative associations by
complying with the provisions of this chapter or with the
applicable. laws of the state where the surviving or new
association has its principal place of businesse

{2) Before an association may merge or consolidate
with any other associations a written plan of merger or
consolidation shall be prepared by the board of directors of
one or both associations by a committee appointed for that

purpose by the board of directors of one or ©05th
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associations or by a committee composed of at least 10X of
the stockholders of one of the associations concernede Such
plan shall set forth all the terms of the merger or
consolidation and the proposed effect thereof on each of the
stockholders of the associations concernede In the case of
consolidations the plan shall also contain a copy of the
proposed articles for the new association to-be formede

{3) Notice of the proposed plan ande in the case of
consolidatiras of the proposed new articles shall be mailed
to each stockholder of the associations to be affected
therebye

{4} The notice shall advise the stockholders of each
association of the time and place that each association will
meety at which time the proposal shall be considered and
voted upon by each association. The meetings may be held not
less than 30 or more than 60 days after the wmailing of
notices The plan shall be considered adopted if 3 quorum is
present and two-thirds of thosz voting vote in its favore

(S5) MWithin 30 days after the merger or consolidation
plan has been adopteds documents of merger or consclidation
setting forth the plan and the manner of adoption thereof
shall. be signed and acknowledged by the president or
vice-president and by the secretary or assistant secretary
of each association merging or consolidating and filed with

the clerk and recorder of the county in which the principal
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office of the new or surviving association is located if the
office is in Montana and with the Montana secretary of
states If the new or surviving association has its principal
office in Montanas the merger or consclidation becomes
effective as of the date of filing with the Montana
sacretary of ststes If its orincipal office is outsice the
state of Mortanay tne nerger or conseiidation  Dbecomes
effective noor Viance with the Jaws of tne statz in

which 1%

&)

the artigies mhe  surviving  association  are
aRenued L [ LxTOT oroviaed in the docrmesnts serting
fortn e plan of mir Qers
{50 At ang moetings thz stockhelidars of o Cnasperativa:
Lassociaticn may authnerize the disgasiticn af 211 o
stamtialiy 11 <@ the sesocietion®s assets if nmotice L.

such Cispositizn or sole w11l be considerad at such aesting
fas seen  iven te 211 perions entitled o vote therszon and
if dispesition or sale 1s apnroved 2y two—tnir:ids of  wnhsue
stockhotdars voting ot the me2tinge

{7} On the =zffective dates the asscciations which are
partizs to a plan adopted nursuant to this section become 2
single associationes In the case of a mergers the surviving
2ssociation is that association so designated in tne plane.
In the case of a comscli:dlations the new association is the

associztion provided for tn the pltans The separate existence

-G
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of all associations which are parties to the plans except
the surviviny or new asscociations then cteasese The surviving
or new association possesses all the rights and all the
property ef each o¢f +ihe individual associatiens and is
responsible for all their obligationse Title to any property
is wvested in the surviving or new association with no
reversion or impsirment therecf caused by the merger or
consoiidations MNo right of any creditor may be impaired by
ihe merger or consclidation without his consenta

{8} o action mMay Je mainisined to invalidate any
sales wergers of consolidation taken pursuant  to  tihis
chaptev teczause of the manner of ifts adoptica uniess the
action is commenced within 2 years after the requiread
filings have been made in relation te sucn corpurate action
ors if none s required: afier the effertive date of such

corpefrabts actions
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ENTITLED: ';N ACT TO REVISE LAWS RELATING
TO COOPERATIVE MARKETING ASSOCIATIONS, PROVIDENG »fﬂR
PERPETUAL EXISTENCE CHANGING PROVISIONS RELATING TO
AMENDMENT AND FILING OF ARYICLES OF INCORPORATION AND
AMENDMENT OF 9YLAWSs PROVIDING FOR RESERVES AND DISTRIBUTION
OF NET EARNINGSs ~ AND PROVIDING FOR MERGER OF SUCH
ASSOCTATIONS; AMENDING SECTIONS 14—408s 14-40%e AND - lé;ilO;

ReCoMe 1947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section l. Section 14-408y ReCeMe 1947¢ is amended to
read as follows: 7

®"14-408. Articles of incorporation. Each association
formed under this act wmust prepare and file articles of
incorporations setting Forths:

{a} The name of the association;

{b) The purposes for which it is formed;

{c) The place where its principal business will be
transacted;

{d) The term for which it is to existe not—e:eeéd&ng
forty-yesrs which mdy be perpstual;

te} The number of its directors or trusteess which

THIRD READING
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shall not be less than five nor wmore than thirteeny and the
nanes and residences of those who are appointed for the
first three months and until) their successors are elected
and qualified.

(f) If organized without capital stocksy ihether the
property rights and interest of each member shall be equal
or unequal; :and if unequals ‘the articles shall set forth the
general rule or rules applicable to all members by which the
property. rights and .interestsy tespettiveiyv of each member
may and ‘'shall be determined and fixed and the association
shall ‘have the power tc: admit ‘new w®members who shall .be
entitied to share in the property of the association with
the old memberss in accordance with such general ‘rule or
rules. Fhisiprovisionof—the—srticles-of—intorpfration—shelt
not——be-ra!ieeedv*a-eadéuv—ar'repee*ed-txeept-by—the-}?tﬂtn
eenseﬁt-br—voteeeé-ehfee—fourths—ofqthe—hc-befsi

{g) The articles aust be subscribed by - the
incorporators and acknowledged by ‘one. of them before an
officer authorized by the law of this state to take and
certify acknowledgments of deeds and conveyances; and shall
be filed in accordance with the provisions of the general
corporation law of this states and when so filed the said
articles of incorpoerations or certified copies thereofs
shall be received in all the courts of this statey and other

placess as prima facie evidence of the facts contained
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thereine and of the due incorporation of such associatione #
eertifired-copy—of-the—erticlies—of-incorperation-—simiti——oaiso
be—f++eé-nfth—the—deun—ef—the—state—eo+%ege—of—eqrveu}tnrev'
Section 2+ Section 14-409s ReCeMe 1947y is amended to
read as followmws:
*}14—40%. Amendments to articles'of incorporations  ¥he

artictes—of— -+uecrpotation-ay—be—a*tereﬂ-of-a-ended—at—any

fr}dd-—fn——oceefdﬁnee—-with*—the——pfOiésiens—‘ef-the—genefa}
eorﬁefaffon‘*a-°f-thfs-stete~ !:_anx_tine_atten_ﬂllxnsx_:ha

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

LC 1245/0)

Section 3. Section 14-410s ReCeMe 1947, is amended to
read as follows:

"14-410. Bylaws. Each association incorporated under
this act musty within thirty days after its incorporations
adopt for its government and management a code  of bylawss
not inconsistent - with the powers granted by this acte A
majority vote of the members or stockholdersy or thelr

written assents is necessary to' adopt such bylawse Ihe

thereons Each association under its bylaws may also provide
for any or all of the following matters:

{a) The timesy place and wmanner of calling and
conducting its meetingse

{b) The number of stockholders or members constituting
a quoTume

{c) The right of members or stockholders to wvote by
proxy or by wmai! or by bothy and the conditionses manners
forme and effects of such votes.

{d} The number of directors constituting a quorums

(e} The qualificationss compensation and duties and

—4—
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term of office of directors and officers; time of their
election and the wode and manner of giving notice thereof.

(f} Penalties for violations of the bylaws.

{9} The amount of entrancey orgoanization and
membership feess if any;: the manner and method of colleccion
of the samey and the purposes for which they may be used.

(h) The amount which each member or stockholder shall
be regquired to pay annually or from time to timay if at alls
to carry on the business of the associations the charges if
anys to ‘be paid by each member or stockholder for services
rendered by the association to him and the time of - payment
and the wanner of collection; and the marketing contract
between the association and its members or stockholders
which every member or stockholder way be required to signe

(i) The number and qualifications of members or
stockholders of the association and the conditions precedent
to membefship or ownership of common stock; the methods
timey and manner of permitting members to withdraw or the
hotders of common stock to transfer their stock; the wmanner
of assignment and transfer of the interest of memberss and
the shares of common stock; the conditions upon whiche and
the time when membership of any member shall ceases The
automatic suspension of the rights of a mesber when he
ceases to be eligible to membership in the associations and

modey mannery and effect of the expulsion of a wmember;
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mamer of determining the value of a member®s interest and
provision for its purchase by the association upon the death
or withdrawal of a member or stockholder or wuwpon the
expulsion of a member or forfeiture of his membershipes or at
the option of the associationsy by conclusive -appraisal by
the board of directorse In- case of the withdrawal or
expuision of a member the board of directors shall equitably
and conclusively appraise his property ‘interests in the
assoctation and shall fix the amount thereof in>-oney- which
shalt be paid to him within one year after such expulsion or
withdrawal."

Section 4. Thére is a new - ReCeMe . section numbered
14—%30 that reads as follows? -

14-430- Reserves —— distribution of net earningss (1)
An association organized under this chapter mnay 'set aside
such part of its net earnings as its board of directors
considers advisable for the purpose of creating or
maintaining a capital reserve«s In addition to such capital
reserveys the directors may set aside a sum not to exceed 5%
of the annual net earnings of the associations which shall
be wused for the purposes of promsoting and teaching
cooperative organization and principlese. Thée directors wmay
establish and accumulate reserves for buildingsy machinery
and equipments depreciations lossess and other proper

pUrposess
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(2} Net earnings in excess of any such daductions
shall be distributed annually to patrons on the basis of
patronagee An association subject to the provisions of this
chapter may distribute net earnings in cashs cCreditss stocks
revolving fund certificatesy other certificates or
securtties of the association or of other associationss or
in any combination thereofa

Section 5« There is a3 new R.C.M. section numbered
14—431 that reads as follows:

l4—431l. Merger or consolidation of cooperatiwe
associations -— sale:of substantially all assetss (1) It is
lawful for two ‘or more cooperative associations formeds
before or after July les 1977s under the Vaws of the state of
Montana to merge or comnsclidate with each other. One or ‘more
such associations may merge or conscl idate with one or more
associations incorporated under the laws of another state
relating to orgamization of cooperative associations by
complying with the provisions of this chapter or with  the
applicable laws of the state where the surviving or new
association has its principal place of businesses

{2) Before an association wmay mwerge "or consolidate
with any other associationes a written plan of merger or
consolidation shall be prepared by the board of directors of
one or both associations by a committee appointed for that

purpose by the board of directors of onz or ©bDoth
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associations or by a committee composed of at least 10X of
the stockholders of one of the associations concernede Such
plan shall set forth all the terms of the merger or
consol idation and the proposed ef fect thereof on each of the
stockholders of the associations concerned. In the case of
consolidations the plan shall alsoc contain a copy of the
proposed articles for the new association torbe formed.

(3) Notice of the proposed plan ands in the case of
consolidations of the proposed new articles shall be wmailed
to each stockholder of  the associations to be affected
therebye.

{4) The notice shall advise the stockholders of each
association of the time and ;place that each association will
meety at which time #he proposal shall be considered and
voted upon by each association. FThe meetings may be held not
less than 30 or more than 60 days after the mailing of
notice« TYhe plan shall be considered adopted if a quorum is
present and two—thirds of those woting vote in its favore

{5) Within 30 days after the merger or consolidation
ptan has béen adopteds documents of merger or conseglidation
setting forth the plan and the wanmner of adoption thereof
shall. be signed and acknowledged by ‘the president or
vice~president and by the secretary or assistant secretary
of each association merging or consolidating and filed with

the clerk and recorder of the county in which the principal
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office of the new or surviving association is located if the
office is in Montana and with the Montana secretary of
statee If the new or surviving association has its principal
office in Montanas the merger or consolidation becomes
effective as of the date of filing with the Montana
secretary of state. If its principal office is outside the
state of Montanas the merger or consolidation becomes
effective upon full compliance with the laws of the state in
which its principal office is lTocatede If -there:is a merger,
the articles and bylaws of the surviving association are
amended to the extent provided in the documents setting
forth the plan of mergeres

{6} At any meetings the stockholders of a2 cooperative
association may authorize the disposition or sale of all or
substantially all of the association®s assets if notice that
such disposition or sale will be considered at such wmeeting
has been given to 211 persons entitled to vote thereon and
if disposition or sale is approved by two—thirds of those
stockholders voting at the meetinge.

{7) On the effective datey the associations which are
parties to a3 plan adopted pursuant to this section become a
single associations 1In the case of a mergers the surviving
association is that association so designated in the plane
In the case of 3 consolidations the new association is the

association provided for in the plane Thé separate existence
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of all associations which are parties to the plan, éxcept
the surviving or new associations then ceases« The swrviving
or new association possesses 211 the rights and ali the
property of each of +the individual associations and is
responsible for all .their obligationse Title to any property
is vested in_ the “ surviving or new association with no
reversion or iﬁpairmeut thereof caused by the merger or
consolidations Ko right of any creditor may be impaired by
the merger or consolidation without ‘his conseﬂt;

(8) No éction may be maintained to invalidate  any
sales wmergers .or consolidation taken pursuant to this
chahter because of the manner of its adoption untess - the
action is commenced within 2 years after the required
filings ‘have been made in relation to such corporate action
ore if none is requiredy after tﬁe effective date of such
corporate ‘action.

—End—
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HOUSE BILL NO. 742
INTRODUCED BY WILLIAMSs GERKEe Je GUNDERSONs LUNDs
BERTELSENs DAYs NATHEe SIVERTSENy BARDANUUVE.

LIENs HALVYORSON

A BILL FOR AN ACT ENTITLED: ™AN ACT TD REVISE LAWS RELATING
T0 CJUPERATIVE MAKRKETING ASSOCIATIONS, PROVIDING FOR
PERPETUAL EXISTENCES CHANGING PROVISIONS RELATING TO
AMENDMENT AND FILING OF ARTICLES OF INCORPORATION AND
AMENDMENT OF BYLAWSy PROVIDING FOR RESERVES AND DISTRIBUTION
OF NET EARNINGS AND PROYVIDING FOR MERGER OF SUCH
ASSOCIATIONS; AMENDING SECTIONS 14-408s 14-409s AND 14-410,

ReCoeMe 1947.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE UF MONTAKA:

Section le Section 14-408s ReCeMe 1947+ is amended to
read as follows:

"14-408s Articles of incorporations £ach association
formed under this act must prepare and file articles of
incorporations setting forth:

{a) The name of the association;

(b} The purposes for which it is formed;

fc) The place where its principal business will be
transacted;

(dy The term for which it is to exists not-exceeding
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forty-years nhich may be perpetuagl;

{e} The number of its directors or trusteesy which
shall not be less than five nor more than thirteeny and the
names and residences of those who are appointed for the
first three months and until their successors are elected
and qualifiede

(f) If organized without capital stocks whether the
property rights and interest of each wmember shall be equal
or unequal; and if unequals the articles shail set forth the
general rule or rules applicable to all members by which the
property rights and interestss respectivelys of each member
may and shall be determined and fixed and the association
shall have the power to admit new members who shalil be
entitied to share in the property of the association with
the old memherss in accordance with such general rule or
rulese Fhis-provision—of-the—oartictes—of-irnecorporation—shett
not-—be——altteredvy—amendedy—or—repeated-except—hy—the-written
consent-or—-vote—of-three—fourths—of-the-membherss

{g) The articles must be subscribed by the
incorporators and acknowledged by one of them before an
offic2r authorized by the law of this state to +take and
certity acknowledgments of deeds and conveyances; and shall
be filed in accordance with the provisions of the general
corporation Jaw of this states and when so filed the said

articles of incorporations or certified copies thereofs

-2- HB 742



10
11
12
i3
i4
15
16
17
18
19
20
21
22
23
2%

25

HB 0742702

shall be received in all the courts of this states and other
placess as prima facie evidence of the facts contained
thereins and of the due incorporation of such associations #
certified-copy-of-the-artictes-of-incorporation-—shati——stse
be-fited—with-the-deen-of-the-stete-coltege-of-agricuttures™

Section 2. Section 14-409s RaLeMe 1947y is amended to
read as follows:

*14-409. Amendments to articles of incorporatione. ¥Fhe
articlies——of-—incorporetion—may—be-ottered-or-amended-at—-ony
reguiar-meeting-or-at-any-specini—meeting-—caited-—for——thet
parposev——An—-—asendaent—must—First—be-approved-by—two—thirds
eof-the-directors-and-then-asdopted-by—e—vote——representing—-a
majortty——of-ati-the-members—of-the-sssocintionr—-Amendments
to—the—articies-of-incorporation—when—so-—-adopted--shett—be
fiied-—in-—accordance-—-with——the-—-provisions——of-the—generesd
corporation—taw-of-this—asteter At any time after filings the
agticjes of incorporation may be amended. Any amendment of
the _articles of ipcorporation shall be approved by
two-thirds of the directors and then adopted by vote of not
less thap two-thirds of those stockholders voting thereon at
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attested by its secretarye The statement shail) ve filed io
the office of the secretary of state who shall thereupon
issue _a certificate of omendment of the articles of
incorporations A certified copy of such certificate shall be
filed in the office of the county clerk for the county in
which the principal office of the association js Jocateds™

Section 3. Section 14-410y ReCeMe 1947y is amended to
read as follows:

"14~410. Bylaws. Each association incorporated under
this act muste within thirty days after its incorporations
acont for its government and management 3 code of bylawse
not inconsistent with the powers granted by this acte. A
majority vote of the members or stockholderss or their
written assentes s necessary to adopt such bylawse Ihe
bylows aay be amended at any regular or special meeting if
approved by a3 majority wvote of the stockholders voting
thereons Each association under its bylaws may also provide
for any or all of the following matters:

(2} The time, place and wmanner of calling and
conducting its meetingse.

{b) The number of stockholders or members constituting
a quorume

{c) The right of members or stockholders to wvote by
proxy cor by wmail or by bothes and the conditionss manners

forms and effects of such votese
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{d} The number of directors constituting a quorume 1 ceases to be eligible to membership in the associatione and
{e) The qualificationss compensation and duties and 2 mode; manners and effect of the expulsion of a member;
term of office of directors and officers; time of their 3 manner of determining the value of a member®s interest and
election and the mode and mamner of giving notice thereofe & provision for its purchase by the association upon the death
(f) Penalties for violations of the bylawse 5 or withdrawal of a member or stockholder or upon the
{g) The amount of entrances organization and & expulsion of a member or forfeiture of his memberships or at
membership feesy if any; the manner and method of collection T tihe option of the associations by conclusive appraisal by
of the samey and the purposes for which they may be used. 8 the board of directorse In case of the withdrawal or
(h) The amount which each member or stockholder shall 9 expulsion of a member the board of directors shall equitably
be reguired to pay annually or from time to times if at 311, 10 and conclusively appraise his property interests in the
to carry on the business of the associations the charges if 11 association and shall fix the amount thereof in moneys which
anys to be paid by each member or stockholder for services 12 shall be paid to him within one year after such expulsion or
rendered by the association to him and the time of payment 13 withdrawal."
and the manner of collection; and the marketing contract 14 Section 4« There is a new R.CeMa section numbered
between the association and its members or stockholders i5 14430 that reads as follows:
which every merber or stockholder may be reguired to signe 16 l4-430. Reserves -—- distribution of net earnings. (1)
(i) The number and qualifications of members or 17 An association organized under this chapter may set aside
stockholders of the association and the conditions precedent 18 such part of its net earnings as its board of directors
to membership or ownership of common stock; the methody 19 considers advisable for the purpose of creating or
times and manner of permitting members to withdraw or the 20 maintaining a capital reserve. In addition tec such capital
hotders of common stock to transfer their stock; the manner 21 reserves the directors may set aside 3a sum not to exceed 5%
of assignment and transfer of the interest of memberss and 22 of the annual net earnings of the associations which shall
the shares of common stock; the conditions upon whichs and 23 be used for the purposes of promoting and teaching
the time when membership of any member shall ceases The 24 cooperative orgdanization and principless. The directors may
autowatic suspension of the rights of a member when he 25 establish and accumulate reserves for buildingss wmachinery
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and equipments depreciationy lossesy and other praoper
purposese.

{2) Net earnings in excess of any such deductions
shall be distributed 2nnually to patrons on the basis of
patronages. An association subject to the provisions of this
chapter may distribute net earnings in cashe creditss stocke
revolving fund certificatesy other certificates or
securities of the association or of other associations, or
in any combination ther=0f.

Section S« There is a new R.CeMs section numbered
14-431 that reads as follows:

14-431l- Merger or consolidation of cooperative
associations -- sale of substantially all assets. (1} It is
lawful for two or more cooperative associations formeds
before or after July Ly 1977+ under the laws of the state of
Montana to merge or consolidate with each othere. One or more
such associations may merge or consolidate with one or more
assnciations incorporated under the laws of another state
relating tu organization of cooperative associations by
complying with the provisions of this chapter or with the
applicabte laws of the state where the surviving or new
association has its principal place of businesss

{Z2) Before an association wmay merge or consolidate
with any other associations a written pltan of merger or

consol idation shall be prepared by the board of directors of
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one or both associations by a committee appointed for that
purpose by the board of directors of ome or both
associations or by a committee composed of at least 10X of
the stockholders of one of the associations concernede Such
ptan shall set forth =211 the terms of the merger or
consolidation and the proposed effect thereof on each of the
stockholders of the associations concernede. In the case of
consol idations the plan shall also contain a copy of the
proposed articles for the new association to be formede

(3) Notice of the proposed plan andy in the case of
cons~lidations of the proposed new articles shall be wmailed
to each stockholder of the associations to be affected
therebye.

{4) The notice shall advise the stockholders of each
association of the time and place that each association will
meety at which time the proposai shall be considered and
voted upon by each associatione The meetings may be held not
less than 30 or more than 60 days after the mailing of
noticee The plan shall be considered adopted if a guorum is
present and two~thirds of those voting vote in its favore

{5) MWithin 30 days after the merger or consolidation
plan nas been adopteds documents of merger or consolidation
setting forth the plan and the manner of adoption thereof
shall be signed and acknowledged by the president or

vice—president and by the secretary or assistant secretary
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of each association merging or consolidating and filed with
the clerk and recorder of the county in which the principal
office of the new or surviving association is located if the
office is in Montana and with the Montana secretary of
state. If the new or surviving association has its prircipal
office in Montanaes the merger or consclidation becomes
effective as of the date of filing with the Hontana
secretary of statee If its principal office is outside the
state of Montanas the merger or consclidation becoses
effective upon full compliance with the Taws of the state in
which its principal office is located. If there is a mergers
the articles and bylaws of the surviving association are
amended to the extent provided in the documents setting
forth the plan of mergere

(6} At any meetings the stockholders of 3 cooperative
association may authorize the disposition or sale of all or
substantially all of the association®s assets if notice that
such disposition or sale will be considered at such meeting
has been given to all persons entitied to vote thereon and
if disposition or sale is approved by two-thirds of those
stockholders voting at the meetinges

(7} On the effective datey the asscciations which are
parties to a plan adopted pursuant to this section become a
single association. In the case of a mergers the surviving

association is that association so designated in the plana.
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In the case of a consclidations the new association is the
asso;iation previded for in the plane The separate existence
of all associations which are parties to the plane except
the surviving or new associations then ceases. The survivina
or new 3associstion possesses all  the rights ind all tne
property of each of the individual asscciations and is
respensinle for 211 their obligations. Title to any property
is vested in the surviving or new association with no
revarsion or impairment thereof caused by the merger or
consclidations No right of any creditor may be impaired by
the merger or consolidation without his consente.

{8) No action may be maintained to invalidate any
saliesy mergers or consolidation taken purswant to this
chapter because of the manner of its adoption unless the
action is commenced within 2 vyears after the required
filings have been made in relation to such corporate action
orey if none is requireds after the effective date of such
corporate action.

-End-
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