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AN ACT Relating to the uniformlimted cooperative association act;
amendi ng RCW 23.86.030; adding a new chapter to Title 23 RCW and
creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

PART 1
GENERAL PROVI SI ONS

NEW SECTION. Sec. 101. SHORT TI TLE. This act may be known and
cited as the uniformlimted cooperative association act.

NEW SECTION. Sec. 102. DEFI N TI ONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requires otherw se.

(1) "Articles of organization" neans the articles of organization
of a limted cooperative association required by section 302 of this
act. The termincludes the articles as anended or restated.

(2) "Board of directors" neans the board of directors of alimted
cooperative associ ati on.
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(3) "Bylaws" neans the bylaws of a Iimted cooperative association.
The termincludes the byl aws as anended 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 section 1008(3) of this act,
means a benefit that a person provides to a limted cooperative
associ ation to becone or remain a nenber or in the person's capacity as
a menber.

(6) "Cooperative" nmeans a limted cooperative association or an
entity organi zed under any cooperative |law of any jurisdiction.

(7) "Designated office" neans the office that a limted cooperative
association or a foreign cooperative is required to designate and
mai ntai n under section 117(1)(a) of this act.

(8 "Director™ neans a director of a I|limted cooperative
associ ati on.

(9) "Distribution," except as used in section 1007(5) of this act,
means a transfer of noney or other property froma limted cooperative
association to a nenber because of the nenber's financial rights or to
a transferee of a menber's financial rights.

(10) "Entity" nmeans a person other than an individual.

(11) "Financial rights" mnmeans the right to participate in
al l ocations and distributions as provided in sections 1001 through 1009
and 1201 through 1215 of this act but does not include rights or
obligations under a marketing contract governed by sections 701 through
704 of this act.

(12) "Foreign cooperative" neans an entity organized in a
jurisdiction other than this state under a law simlar to this chapter.

(13) "Governance rights" nmeans the right to participate in
governance of a limted cooperative associ ation.

(14) "lInvestor nenber"” neans a nenber that has made a contribution
to alimted cooperative association and:

(a) I's not required by the organic rules to conduct patronage with
the association in the nenber's capacity as an investor nenber in order
to receive the nenber's interest; or

(b) I's not permtted by the organic rules to conduct patronage wth
the association in the nenber's capacity as an investor nenber in order
to receive the nenber's interest.

Code Rev/BLP:rmh 2 Z-0852.1/08
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(15) "Limted cooperative association”™ neans an association
organi zed under this chapter

(16) "Menber" means a person that is admtted as a patron nenber or
i nvestor nenber, or both, in a limted cooperative association. The
term does not include a person that has dissociated as a nenber.

(17) "Menmber's interest” means the interest of a patron nmenber or
i nvestor nmenber under section 601 of this act.

(18) "Menbers neeting” neans an annual nenbers neeting or speci al
nmeeting of nenbers.

(19) "Organic |law' neans the statute providing for the creation of
an entity or principally governing its internal affairs.

(20) "Organic rules" nmeans the articles of organization and byl aws
of a limted cooperative association.

(21) "Organi zer" neans an individual who signs the initial articles
of organizati on.

(22) "Patron nenber"” neans a nenber that has nade a contribution to
a limted cooperative association and:

(a) Is required by the organic rules to conduct patronage with the
association in the nenber's capacity as a patron nenber in order to
receive the nmenber's interest; or

(b) I's permtted by the organic rules to conduct patronage with the
association in the nenber's capacity as a patron nenber in order to
receive the nenber's interest.

(23) "Patronage" neans business transactions between a limted
cooperative association and a person that entitle the person to receive
financial rights based on the value or quantity of business done
bet ween the associ ati on and the person.

(24) "Person" neans an individual, corporation, business trust,

cooperative, estate, trust, partnership, limted partnership, limted
liability conpany, limted cooperative association, joint venture,
associ ati on, public cor porati on, gover nnment or gover nnment a

subdi vi sion, agency, or instrunmentality, or any other legal or
commercial entity.

(25) "Principal office" nmeans the principal executive office of a
limted cooperative association or foreign cooperative, whether or not
in this state.

(26) "Record," used as a noun, neans information that is inscribed

Code Rev/BLP:rmh 3 Z-0852.1/08
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on a tangible nmediumor that is stored in an electronic or other nmedi um
and is retrievable in perceivable form

(27) "Required information" neans the information a limted
cooperative association is required to maintain under section 114 of
this act.

(28) "Sign" neans, with present intent to authenticate or adopt a
record:

(a) To execute or adopt a tangi ble synbol; or

(b) To attach to or logically associate with the record an
el ectronic synbol, sound, or process.

(29) "State" nmeans a state of the United States, the District of
Col unbia, 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 assignnment, conveyance, deed, bill of
sale, lease, nortgage, security interest, encunbrance, gift, and
transfer by operation of |aw

(31) "Voting group" neans any conbination of one or nore voting
menbers in one or nore districts or classes that under the organic
rules or this chapter are entitled to vote and can be counted together
collectively on a matter at a nenbers neeting.

(32) "Voting nenber"” nmeans a nenber that, under the organic |aw or
organic rules, has a right to vote on matters subject to vote by
menbers under the organic |law or organic rules.

(33) "Voting power" neans the total current power of nenbers to
vote on a particular matter for which a vote may or is to be taken

NEWSECTI ON. Sec. 103. LI M TED COOPERATI VE ASSOCI ATI ON SUBJECT TO
AMENDMENT OR REPEAL OF CHAPTER A limted cooperative association
governed by this chapter is subject to any anendnent or repeal of this
chapter.

NEWSECTION. Sec. 104. NATURE OF LI M TED COOPERATI VE ASSOCI ATI ON.
(1) Alimted cooperative associ ation organi zed under this chapter is
an autononous, unincorporated association of persons united to neet
their mutual interests through a jointly owned enterprise primrily
controlled by those persons, which permts conbining:

Code Rev/BLP:rmh 4 Z-0852.1/08
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(a) Ownership, financing, and receipt of benefits by the nmenbers
for whose interests the association is forned; and

(b) Separate investnents in the association by nenbers who may
receive returns on their investnents and a share of control.

(2) The fact that a [imted cooperative associ ati on does not have
one or nore of the characteristics described in subsection (1) of this
section does not al one prevent the association from being fornmed under
and governed by this chapter nor does it alone provide a basis for an
action against the association.

NEW SECTION. Sec. 105. PURPOSE AND DURATION OCF LIMTED
COOPERATI VE ASSOCI ATION. (1) Alimted cooperative association is an
entity distinct fromits nenbers.

(2) A limted cooperative association may be organized for any
| awf ul purpose, whether or not for profit.

(3) Unless the articles of organization state a termfor a limted
cooperative association's existence, the association has perpetual
dur ati on.

NEW SECTION. Sec. 106. POWNERS. A limted cooperative association
may sue and be sued in its own nane and do all things necessary or
convenient to carry on its activities. An association nmay nmaintain an
action against a nmenber for harm caused to the association by the
menber's violation of a duty to the association or of the organic |aw
or organic rules.

NEW SECTION. Sec. 107. GOVERNI NG LAW The law of this state
governs:

(1) The internal affairs of a limted cooperative association; and

(2) The liability of a nenber as nmenber and a director as director
for the debts, obligations, or other Iliabilities of a limted
cooperative associ ati on.

NEW SECTION. Sec. 108. SUPPLEMENTAL PRI NCI PLES OF LAW Unl ess
di spl aced by particular provisions of this chapter, the principles of
| aw and equity supplenment this chapter.

Code Rev/BLP:rmh 5 Z-0852.1/08
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NEW SECTION. Sec. 109. REQUI REMENTS COF OITHER LAWS. (1) This
chapter does not alter or anend any |aw that governs the |licensing and
regulation of an individual or entity in carrying on a specific
business or profession even if that law permts the business or
profession to be conducted by a limted cooperative association, a
foreign cooperative, or its nenbers.

(2) Alimted cooperative association may not conduct an activity
that, under a law of this state other than this chapter, may be
conducted only by an entity that neets specific requirenents for the
internal affairs of that entity unless the organic rules of the
associ ation conformto those requirenents.

NEW SECTION. Sec. 110. RELATION TO RESTRAINT OF TRADE AND
ANTI TRUST. To the extent a |imted cooperative association or
activities conducted by the association in this state neet the materi al
requi renents for other cooperatives entitled to an exenption from or
i mmuni ty under any provision of chapter 19.86 RCW the association and
its activities are entitled to the exenption or immunity. This section
does not create any new exenption or imrunity for an association or
affect any exenption or immunity provided to a cooperative organi zed
under any other | aw.

NEW SECTION.  Sec. 111. NAME. (1) Use of the term "cooperative"
or its abbreviation under this chapter is not a violation of the
provisions restricting the use of the term under RCW 23. 86. 030.

(2) The nanme of a |imted cooperative association nust contain the

words "limted cooperative association” or "limted cooperative" or the
abbreviation "L.C. A" or "LCA'. "Limted" nmay be abbreviated as "Ltd."
"Cooperative" may be abbreviated as "Co-op" or "Coop." "Association"
may be abbreviated as "Assoc." or "Assn." A limted cooperative

associ ation or a nenber may enforce the restrictions on the use of the
term "cooperative" under this chapter and RCW 23. 86. 030.

(3) Except as otherwi se provided in subsection (4) of this section,
a limted cooperative association nmay use only a nane that 1is
available. A nane is available if it is distinguishable in the records
of the secretary of state from

(a) The nanme of any entity organized or authorized to transact
business in this state;

Code Rev/BLP:rmh 6 Z-0852.1/08
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(b) A nanme reserved under section 112 of this act; and

(c) An alternative name approved for a foreign cooperative
authorized to transact business in this state.

(4) Alimted cooperative association nmay apply to the secretary of
state for authorization to use a nane that is not available. The
secretary of state shall authorize use of the nanme if:

(a) The person with ownership rights to use the nanme consents in a
record to the use and applies in a formsatisfactory to the secretary
of state to change the nane used or reserved to a nane that is
di stingui shable upon the records of the secretary of state from the
name applied for; or

(b) The applicant delivers to the secretary of state a certified
copy of the final judgnent of a court establishing the applicant's
right to use the nane in this state.

NEW SECTION.  Sec. 112. RESERVATI ON OF NAME. (1) A person may
reserve the exclusive use of the name of a |imted cooperative
association, including a fictitious name for a foreign cooperative
whose nanme is not available under section 111 of this act, by
delivering an application to the secretary of state for filing. The
application nust set forth the name and address of the applicant and
the nanme proposed to be reserved. If the secretary of state finds that
the nane applied for is avail able under section 111 of this act, the
secretary of state shall reserve the nanme for the applicant's exclusive
use for a nonrenewabl e period of one hundred twenty days.

(2) A person that has reserved a nane for a |limted cooperative
association may transfer the reservation to another person by
delivering to the secretary of state a signed notice of the transfer
that states the name, street address, and, if different, the mailing
address of the transferee. If the person is an organizer of the
associ ation and the nane of the association is the sane 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.

NEW SECTION. Sec. 113. EFFECT OF ORGANIC RULES. (1) The
rel ations between a limted cooperative association and its nenbers are
consensual. Unless required, limted, or prohibited by this chapter,

the organic rules may provide for any matter concerning the relations

Code Rev/BLP:rmh 7 Z-0852.1/08
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anong the menbers of the association and between the nenbers and the
association, the activities of the association, and the conduct of its
activities.

(2) The matters referred to in (a) through (j) of this subsection
may be varied only in the articles of organization. The articles may:

(a) State a term of existence for the association under section
105(3) of this act;

(b) Limt or elimnate the acceptance of new or additional nenbers
by the initial board of directors under section 303(2) of this act;

(c) Vary the limtations on the obligations and liability of
menbers for association obligations under section 504 of this act;

(d) Require a notice of an annual nenbers neeting to state a
pur pose of the neeting under section 508(2) of this act;

(e) Vary the board of directors neeting quorum under section 815(1)
of this act;

(f) Vary the matters the board of directors may consi der in making
a deci sion under section 820 of this act;

(g) Specify causes of dissolution under section 1202(1) of this
act ;

(h) Delegate anendnment of the bylaws to the board of directors
pursuant to section 405(6) of this act;

(i) Provide for nmenber approval of asset dispositions under section
1501 of this act; and

(j) Provide for any matters that may be contained in the organic
rul es, including those under subsection (3) of this section.

(3) The matters referred to in (a) through (y) of this subsection
may be varied only in the organic rules. The organic rules may:

(a) Require nore information to be maintained under section 114 of
this act or provided to nenbers under section 505(11) of this act;

(b) Provide restrictions on transactions between a nenber and an
associ ation under section 115 of this act;

(c) Provide for the percentage and manner of voting on anmendnents
to the organic rules by district, class, or voting group under section
404(1) of this act;

(d) Provide for the percentage vote required to anmend the byl aws
concerning the adm ssion of new nenbers under section 405(5)(e);

(e) Provide for terns and conditions to becone a nenber under
section 502 of this act;

Code Rev/BLP:rmh 8 Z-0852.1/08
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(f) Restrict the manner of conducting nenbers neetings under
sections 506(3) and 507(5) of this act;

(g) Designate the presiding officer of nenbers neetings under
sections 506(5) and 507(7) of this act;

(h) Require a statenent of purposes in the annual neeting notice
under section 508(2) of this act;

(1) Increase quorumrequirenents for nmenbers neetings under section
510 of this act and board of directors neetings under section 815 of
this act;

(j) Allocate voting power anong nenbers, including patron nenbers
and investor nenbers, and provide for the manner of nenber voting and
action as permtted by sections 511 through 517 of this act;

(k) Authorize investor nenbers and expand or restrict the
transferability of nenbers' interests to the extent provided in
sections 602 through 604 of this act;

(1) Provide for enforcenent of a marketing contract under section
704(1) of this act;

(m provide for qualification, election, terns, renoval, filling
vacanci es, and nenber approval for conpensation of directors in
accordance with sections 803 through 805, 807, 809, and 810 of this
act ;

(n) Restrict the manner of conducting board neetings and taking
action without a neeting under sections 811 and 812 of this act;

(o) Provide for frequency, location, notice, and waivers of notice
for board neetings under sections 813 and 814 of this act;

(p) Increase the percentage of votes necessary for board action
under section 816(2) of this act;

(q) Provide for the creation of commttees of the board of
directors and matters related to the conmttees in accordance wth
section 817 of this act;

(r) Provide for officers and their appointnent, designation, and
authority under section 822 of this act;

(s) Provide for fornms and values of contributions under section
1002 of this act;

(t) Provide for renedies for failure to nake a contribution under
section 1003(2) of this act;

(u) Provide for the allocation of profits and |osses of the

Code Rev/BLP:rmh 9 Z-0852.1/08
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association, distributions, and the redenption or repurchase of
di stributed property other than noney in accordance with sections 1004
t hrough 1007 of this act;

(v) Specify when a nenber's dissociation is wongful and the
litability incurred by the dissociating nenber for damage to the
associ ation under section 1101(2) and (3) of this act;

(w) Provide the personal representative, or ot her | egal
representative, of a deceased nenber or a nenber adjudged i nconpetent
wi th additional rights under section 1103 of this act;

(x) Increase the percentage of votes required for board of director
approval of:

(i) Aresolution to dissolve under section 1205(1)(a) of this act;

(i) A proposed anendnent to the organic rules under section
402(1)(a) of this act;

(ti1) A plan of conversion under section 1603(1) of this act;

(tv) A plan of merger under section 1607(1) of this act; and

(v) A proposed disposition of assets under section 1503(1) of this
act; and

(y) Vary the percentage of votes required for menbers approval of:

(1) Aresolution to dissolve under section 1205 of this act;

(i) An anmendnent to the organic rules under section 405 of this
act ;

(ti1) A plan of conversion under section 1603 of this act;

(tv) A plan of merger under section 1608 of this act; and

(v) A disposition of assets under section 1504 of this act.

(4) The organic rules nmust address nmenbers' contributions pursuant
to section 1001 of this act.

NEW SECTION. Sec. 114. REQU RED | NFORVATI ON. (1) Subject to
subsection (2) of this section, a limted cooperative association shal
maintain in a record available at its principal office:

(a) Alist containing the nane, |ast known street address and, if
different, mailing address, and term of office of each director and
of ficer;

(b) The initial articles of organization and all anmendnents to and
restatenents of the articles, together with a signed copy of any power
of attorney under which any article, anmendnent, or restatenent has been
si gned,;

Code Rev/BLP:rmh 10 Z-0852.1/08
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(c) The initial bylaws and all anendnents to and restatenents of
t he byl aws;

(d) All filed articles of nmerger and statenments of conversion;

(e) Al financial statenents of the association for the six nost
recent years;

(f) The six nost recent annual reports delivered by the association
to the secretary of state;

(g) The m nutes of nenbers neetings for the six nost recent years;

(h) Evidence of all actions taken by nmenbers w thout a neeting for
the six nost recent years;

(1) A list containing:

(1) The nane, in al phabetical order, and |ast known street address
and, if different, mailing address of each patron nenber and each
i nvestor nenber; and

(i) If the association has districts or classes of nenbers,
informati on fromwhich each current nmenber in a district or class may
be identified,

(j) The federal incone tax returns, any state and | ocal incone tax
returns, and any tax reports of the association for the six nost recent
years;

(k) Accounting records maintained by the association in the
ordinary course of its operations for the six nobst recent years;

(I') The mnutes of directors neetings for the six nobst recent
years;

(m Evidence of all actions taken by directors w thout a neeting
for the six nost recent years;

(n) The anmount of noney contributed and agreed to be contri buted by
each nenber;

(o) A description and statenent of the agreed value of
contributions other than noney nmade and agreed to be nmde by each
menber ;

(p) The tinmes at which, or events on the happening of which, any
additional contribution is to be made by each nenber;

(q) For each nmenber, a description and statenment of the nenber's
interest or information fromwhich the description and statenent can be
derived; and

(r) Al comrunications concerning the association nmade in a record

Code Rev/BLP:rmh 11 Z-0852.1/08
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to all nenbers, or to all nmenbers in a district or class, for the six
nost recent years.

(2) If alimted cooperative association has existed for |ess than
the period for which records nmust be nmaintai ned under subsection (1) of
this section, the records mnust be kept for the period of the
associ ation's existence.

(3) The organic rules my require that nore information be
mai nt ai ned.

NEW SECTION. Sec. 115. BUSINESS TRANSACTIONS O MEMBER W TH
LI M TED COOPERATI VE ASSOCI ATI ON. Subject to sections 818 and 819 of
this act and except as otherwise provided in the organic rules or a
specific contract relating to a transaction, a nenber may | end noney to
and transact other business wth a |limted cooperative association in
the same manner as a person that is not a nenber.

NEW SECTION.  Sec. 116. DUAL CAPACITY. A person may have a patron
menber's interest and an investor nenber's interest. Wen such person
acts as a patron nenber, the person is subject to this chapter and the
organic rules governing patron nenbers. \Wen such person acts as an
i nvestor menber, the person is subject to this chapter and the organic
rul es governing investor nenbers.

NEW SECTION. Sec. 117. DESI GNATED OFFI CE AND AGENT FOR SERVI CE OF
PROCESS. (1) A limted cooperative association, or a foreign
cooperative that has a certificate of authority under section 1404 of
this act, shall designate and continuously maintain in this state:

(a) 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

(b) An agent for service of process at the designated office.

(2) An agent for service of process of a limted cooperative
association or foreign cooperative nust be an individual who is a
resident of this state or an entity that is authorized to do business
inthis state.

NEW SECTI ON.  Sec. 118. CHANGE OF DESI GNATED OFFI CE OR AGENT FOR
SERVI CE OF PROCESS. (1) Except as otherwi se provided in section 207(5)

Code Rev/BLP:rmh 12 Z-0852.1/08



© 00 N O Ol WDN P

NNNNNNMNNNNNRRRRRRRRR R
© 0O N O O W NDNPEFP OO OO NO O P WwNPF- O

30
31
32
33
34
35
36

of this act, 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 limted cooperative association nust deliver to the
secretary of state for filing a statenent of change contai ning:

(a) The nane of the limted cooperative association;

(b) The street address and, if different, mailing address of its
desi gnated office;

(c) If the designated office is to be changed, the street address
and, if different, mailing address of the new designated office;

(d) The nane of its agent for service of process; and

(e) If the agent for service of process is to be changed, the nane
of the new agent.

(2) Except as otherw se provided in section 207(5) of this act, 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 statenment of change cont ai ni ng:

(a) The nane of the foreign cooperative;

(b) The nane, street address and, if different, mailing address of
its designated office;

(c) If the current agent for service of process or an address of
the designated office is to be changed, the new infornmation;

(d) The street address and, if different, mailing address of its
princi pal office; and

(e) 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.

(3) Except as otherwise provided in section 204 of this act, a
statenent of change is effective when filed by the secretary of state.

NEW SECTION. Sec. 119. RESIGNATION OF ACGENT FOR SERVICE OF
PROCESS. (1) To resign as an agent for service of process of alimted
cooperative association or foreign cooperative, the agent nust deliver
to the secretary of state for filing a statement of resignation
containing the nane of the agent and the nane of the association or
forei gn cooperative.

(2) After receiving a statenment of resignation under subsection (1)
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of this section, the secretary of state shall file it and mil or
otherwise provide or deliver a copy to the limted cooperative
association or foreign cooperative at its principal office.

(3) An agency for service of process of a limted cooperative
associ ation or foreign cooperative termnates on the earlier of:

(a) The thirty-first day after the secretary of state files a
statenment of resignation under subsection (2) of this section; or

(b) When a record designating a new agent for service of process is
delivered to the secretary of state for filing on behalf of the
associ ation or foreign cooperative and becones effective.

NEW SECTION. Sec. 120. SERVICE OF PROCESS. (1) An agent for
service of process appointed by a |imted cooperative association or
foreign cooperative is an agent of the association or foreign
cooperative for service of process, notice, or a demand required or
permtted by law to be served upon the association or foreign
cooperati ve.

(2) If a limted 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 wth 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 nmay be served.

(3) Service of process, notice, or a denmand on the secretary of
state as agent of a limted cooperative association or foreign
cooperative may be made by delivering to the secretary of state two
copi es of the process, notice, or denmand. The secretary of state shal
forward one copy by registered or certified mail, return receipt
requested, to the association or foreign cooperative at its principal
of fice.

(4) Service is effected under subsection (3) of this section on the
earliest of:

(a) The date the limted cooperative association or foreign
cooperative receives the process, notice, or denand,

(b) The date shown on the return receipt, if signed on behalf of
the association or foreign cooperative; or
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(c) 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 prepaid, to the address of the principal office on
file wwth the secretary of state.

(5) The secretary of state shall keep a record of each process,
noti ce, and demand served pursuant to this section and record the tine
of, and the action taken regardi ng, the service.

(6) This section does not affect the right to serve process,
notice, or a demand in any other manner provided by |aw.

PART 2
FI LI NG AND ANNUAL REPORTS

NEW SECTION.  Sec. 201. SIGNING OF RECORDS DELI VERED FOR FI LI NG TO
SECRETARY OF STATE. (1) A record delivered to the secretary of state
for filing pursuant to this chapter nmust be signed as foll ows:

(a) The initial articles of organization nust be signed by at |east
one organi zer.

(b) A statenent of cancellation under section 302(4) of this act
must be signed by at | east one organi zer.

(c) Except as otherwise provided in (d) of this subsection, a
record signed on behalf of an existing limted cooperative association
must be signed by an officer.

(d) A record filed on behalf of a dissolved association nust be
signed by a person winding up activities under section 1206 of this act
or a person appointed under section 1206 of this act to wind up those
activities.

(e) Any other record nust be signed by the person on whose behal f
the record is delivered to the secretary of state.

(2) Any record to be signed under this chapter may be signed by an
aut hori zed agent.

NEW SECTION.  Sec. 202. SIGNING AND FI LI NG OF RECORDS PURSUANT TO
JUDI Cl AL ORDER. (1) If a person required by this chapter to sign or
deliver a record to the secretary of state for filing does not do so,
the superior court, upon petition of an aggrieved person, may order:

(a) The person to sign the record and deliver it to the secretary
of state for filing; or
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(b) Delivery of the unsigned record to the secretary of state for
filing.

(2) An aggrieved person under subsection (1) of this section, other
than the limted 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.

(3) An unsigned record filed pursuant to this section is effective.

NEW SECTION. Sec. 203. DELIVERY TO AND FILING OF RECORDS BY
SECRETARY OF STATE; EFFECTI VE Tl ME AND DATE. (1) A record authorized
or required by this chapter to be delivered to the secretary of state
for filing nust be captioned to describe the record' s purpose, be in a
medi um and format permtted by the secretary of state, and be delivered
to the secretary of state. If the filing fees have been paid, and
unl ess the secretary of state determnes that the record does not
comply with the filing requirenents of this chapter, 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.

(2) The secretary of state, wupon request and paynent of the
required fee, shall furnish a certified copy of any record filed by the
secretary of state under this chapter to the person nmaki ng the request.

(3) Except as otherwi se provided in sections 118 and 204 of this
act, a record delivered to the secretary of state for filing under this
chapter may specify an effective tinme and a del ayed effective date that
may include an effective tinme on that date. Except as otherw se
provided in sections 118 and 204 of this act, a record filed by the
secretary of state under this chapter is effective:

(a) If the record does not specify an effective tinme and does not
specify a delayed effective date, on the date and at the tinme the
record is filed as evidenced by the secretary of state's endorsenent of
the date and tine on the record;

(b) If the record specifies an effective tine but not a del ayed
effective date, on the date the record is filed at the tine specified
in the record,

(c) If the record specifies a delayed effective date but not an
effective tine, at 12:01 a.m on the earlier of:

(1) The specified date; or
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(1i) The ninetieth day after the record is filed; or

(d) If the record specifies an effective tinme and a del ayed
effective date, at the specified tine on the earlier of:

(1) The specified date; or

(1i) The ninetieth day after the record is filed.

NEW SECTI ON. Sec. 204. CORRECTI NG FI LED RECORD. (1) Alimted
cooperative association or foreign cooperative may deliver to the
secretary of state for filing a statenment 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 tinme of filing, the record contained inaccurate information or was
defectively signed.

(2) A statenment of correction may not state a delayed effective
date and nust:

(a) Describe the record to be corrected, including its filing date,
or have attached a copy of the record as fil ed;

(b) Specify the inaccurate information and the reason it 1is
i naccurate or the manner in which the signing was defective; and

(c) Correct the inaccurate information or defective signature.

(3) Wien filed by the secretary of state, a statenment of correction
is effective:

(a) Wien filed as to persons relying on the inaccurate information
or defective signature before its correction and adversely affected by
the correction; and

(b) As to all other persons, retroactively as of the effective date
and tinme of the record the statenent corrects.

NEW SECTION. Sec. 205. LIABILITY FOR | NACCURATE | NFORVATION I N
FI LED RECORD. If a record delivered to the secretary of state for
filing under this chapter and filed by the secretary of state contains
i naccurate information, a person that suffers a | oss by reliance on the
informati on may recover damages for the |oss froma person that signed
the record or caused another to sign it on the person's behal f and knew
at the time the record was signed that the information was inaccurate.

NEW SECTION. Sec. 206. CERTIFICATE OF (GOOD STANDING OR
AUTHORI ZATI ON. (1) The secretary of state, upon request and paynent of
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the required fee, shall furnish any person that requests it a
certificate of good standing for a limted 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
organi zation, that the association is in good standing, and that the
secretary of state has not filed a statenment of term nation.

(2) The secretary of state, wupon request and paynent 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.

(3) 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 limted cooperative association
or foreign cooperative is in good standing or is authorized to transact
business in this state.

NEW SECTION.  Sec. 207. ANNUAL REPORT FOR SECRETARY OF STATE. (1)
A limted 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:

(a) The nane of the association or foreign cooperative;

(b) The street address and, if different, miling address of the
association's or foreign cooperative's designated office and the nanme
of its agent for service of process at the designated office;

(c) The street address and, if different, mailing address of the
association's or foreign cooperative's principal office; and

(d) In the case of a foreign cooperative, the state or other
jurisdiction under whose |aw the foreign cooperative is formed and any
al ternative nane adopted under section 1405 of this act.

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

(3) The first annual report nust be delivered to the secretary of
state between January 1st and April 1st of the year followng the
cal endar year in which the limted cooperative association is formed or

Code Rev/BLP:rmh 18 Z-0852.1/08



© 00 N O Ol WDN P

N DMNNBRPRRPRPRRPRERRPRPRR
N P O O 0O NO Ol A WDN P O

23
24
25

26
27
28

29
30

31
32
33

the foreign cooperative is authorized to transact business in this
state. An annual report nust be delivered to the secretary of state
bet ween January 1st and April 1st of each subsequent cal endar year.

(4) If an annual report does not contain the information required
by subsection (1) of this section, the secretary of state shal
promptly notify the reporting |imted cooperative association or
foreign cooperative and return the report for correction. If the
report is corrected to contain the information required by subsection
(1) of this section and delivered to the secretary of state not |ater
than thirty days after the date of the notice from the secretary of
state, it is tinely delivered.

(5) If a filed annual report contains an address of the designated
office, nane of the agent for service of process, or address of the
principal office that differs fromthe information shown in the records
of the secretary of state immediately before the filing, the differing
information in the annual report is considered a statenent of change.

(6) If alimted cooperative association fails to deliver an annual
report under this section, the secretary of state may proceed under
section 1211 of this act to dissolve the association adm nistratively.

(7) 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.

NEW SECTION. Sec. 208. FILING FEES. The filing fee for records
filed under this chapter by the secretary of state shall be established
by the secretary of state by rule.

PART 3
FORVATI ON AND | NI TI AL ARTI CLES OF ORGANI ZATI ON
OF LI M TED COCPERATI VE ASSCCI ATl ON

NEW SECTION. Sec. 301. ORGAN ZERS. A |limted cooperative
associ ation nust be organi zed by one or nore organi zers.

NEW SECTION. Sec. 302. FORMATION OF LIMTED COOPERATI VE
ASSOCI ATI ON; ARTICLES OF ORGANI ZATI ON. (1) To form a Ilimted
cooperative association, an organi zer of the association nust deliver
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articles of organization to the secretary of state for filing. The
articles nmust state:

(a) The nane of the association;

(b) The purposes for which the association is forned;

(c) The street address and, if different, mailing address of the
association's initial designated office and the nanme of the
association's initial agent for service of process at the designated
of fice;

(d) The street address and, if different, mailing address of the
initial principal office;

(e) The nane and street address and, if different, nmailing address
of each organizer; and

(f) The term for which the association is to exist if other than
per pet ual .

(2) Subject to section 113(1) of this act, articles of organization
may contain any other provisions in addition to those required by
subsection (1) of this section.

(3) Alimted cooperative association is fornmed after articles of
organi zation that substantially conply with subsection (1) of this
section are delivered to the secretary of state, are filed, and becone
effective under section 203(3) of this act.

(4) If articles of organization filed by the secretary of state
state a delayed effective date, a limted cooperative association is
not fornmed if, before the articles take effect, an organi zer signs and
delivers to the secretary of state for filing a statement of
cancel | ati on.

NEW SECTION. Sec. 303. ORGANIZATION OF LIMTED COOPERATIVE
ASSCCI ATION. (1) After a limted cooperative association is forned:

(a) If initial directors are naned in the articles of organization,
the initial directors shall hold an organizational neeting to adopt
initial bylaws and carry on any other business necessary or proper to
conpl ete the organi zation of the association; or

(b) If initial directors are not named in the articles of
organi zation, the organi zers shall designate the initial directors and
call a neeting of the initial directors to adopt initial bylaws and
carry on any other business necessary or proper to conplete the
organi zati on of the association.
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(2) Unless the articles of organization otherw se provide, the
initial directors may cause the |limted cooperative association to
accept nenbers, including those necessary for the association to begin
busi ness.

(3) Initial directors need not be nenbers.

(4) An initial director serves until a successor is elected and
qualified at a nenbers neeting or the director is renoved, resigns, is
adj udged i nconpetent, or dies.

NEW SECTION. Sec. 304. BYLAWS. (1) Bylaws nmust be in a record
and, if not stated in the articles of organization, nust include:

(a) A statenent of the capital structure of the limted cooperative
associ ation, including:

(i) The classes or other types of nmenbers' interests and relative
rights, preferences, and restrictions granted to or inposed upon each
class or other type of nenber's interest; and

(1i) The rights to share in profits or distributions of the
associ ati on;

(b) A statenent of the nethod for adm ssion of nenbers;

(c) A statenent designating voting and other governance rights,
i ncl udi ng whi ch nmenbers have voting power and any restriction on voting
power ;

(d) A statenent that a nenber's interest is transferable if it is
to be transferable and a statenent of the conditions upon which it may
be transferred;

(e) A statement concerning the manner in which profits and | osses
are allocated and distributions are made anong patron nenbers and, if
i nvestor nenbers are authorized, the manner in which profits and | osses
are allocated and how di stributions are made anong i nvestor nenbers and
bet ween patron nenbers and i nvestor nenbers;

(f) A statement concerning:

(i) Whet her persons that are not nenbers but conduct business with
the association nmay be permtted to share in allocations of profits and
| osses and receive distributions; and

(i) The manner in which profits and |osses are allocated and
distributions are made with respect to those persons; and

(g) A statenment of the nunber and terns of directors or the nethod
by which the nunber and terns are determ ned.
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(2) Subject to section 113(3) of this act and the articles of
organi zation, bylaws may contain any other provision for managi ng and
regulating the affairs of the association.

(3) In addition to anmendnents permtted under sections 401 through
407 of this act, the initial board of directors may anmend t he byl aws by
a mpjority vote of the directors at any tinme before the adm ssion of
menbers.

PART 4
AMENDMENT OF ORGANI C RULES OF LI M TED COOPERATI VE ASSCOCI ATl ON

NEW SECTI ON.  Sec. 401. AUTHORITY TO AMEND ORGANI C RULES. (1) A
limted cooperative association nmay anmend its organic rules under
sections 401 through 407 of this act for any lawful purpose. I n
addition, the initial board of directors may anend the bylaws of an
associ ati on under section 304 of this act.

(2) Unless the organic rules otherw se provide, a nenber does not
have a vested property right resulting from any provision in the
organic rules, including a provision relating to the nanagenent,
control, capital structure, distribution, entitlenent, purpose, or
duration of the Iimted cooperative associ ation.

NEW SECTI ON. Sec. 402. NOTICE AND ACTI ON ON AMENDVENT OF ORGANI C
RULES. (1) Except as provided in sections 401(1) and 405(6) of this
act, the organic rules of a |limted cooperative association may be
anended only at a nenbers neeting. An anendnent nmay be proposed by
ei t her:

(a) Amjority of the board of directors, or a greater percentage
if required by the organic rules; or

(b) One or nore petitions signed by at least ten percent of the
patron nenbers or at |east ten percent of the investor nenbers.

(2) The board of directors shall call a nenbers neeting to consider
an anendnent proposed pursuant to subsection (1) of this section. The
nmeeting nust be held not |later than ninety days follow ng the proposal
of the amendnent by the board or receipt of a petition. The board nust
mai |l or otherwise transmt or deliver in a record to each nenber:

(a) The proposed anendnment, or a summary of the proposed anendnent

Code Rev/BLP:rmh 22 Z-0852.1/08



©O© 00 N O Ol WDN P

e
= O

12
13
14
15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
32
33
34
35

and a statenment of the manner in which a copy of the anmendnent in a
record may be reasonably obtained by a nenber;

(b) A recommendation that the nmenbers approve the anmendnent, or if
the board determ nes that because of conflict of interest or other
special circunstances it should not nake a favorable recomendation
the basis for that determ nation;

(c) A statenment of any condition of the board' s subm ssion of the
anendnent to the nenbers; and

(d) Notice of the neeting at which the proposed anendnent wll be
consi dered, which nust be given in the same manner as notice for a
speci al neeting of nenbers.

NEW SECTI ON. Sec. 403. METHOD OF VOTI NG ON AMENDVENT OF ORGANI C
RULES. (1) A substantive change to a proposed anendnent of the organic
rules may not be nade at the nenbers neeting at which a vote on the
amendnent occurs.

(2) A nonsubstantive change to a proposed anendnent of the organic
rules may be made at the nenbers neeting at which the vote on the
anendnent occurs and need not be separately voted upon by the board of
di rectors.

(3) A vote to adopt a nonsubstantive change to a proposed anendnent
to the organic rules nust be by the sane percentage of votes required
to pass a proposed anendnent.

NEW SECTION. Sec. 404. VOIING BY DI STRICT, CLASS, OR VOIING
GROUP. (1) This section applies if the organic rules provide for
voting by district or class, or if there is one or nore identifiable
voting groups that a proposed anendnent to the organic rules would
affect differently from other menbers wth respect to matters
identified in section 405(5) (a) through (e) of this act. Approval of
t he anendnment requires the sane percentage of votes of the nenbers of
that district, class, or voting group required in sections 405 and 514
of this act.

(2) If a proposed anmendnent to the organic rules would affect
menbers in two or nore districts or classes entitled to vote separately
under subsection (1) of this section in the sanme or a substantially
simlar way, the districts or classes affected nust vote as a single
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voting group unless the organic rules otherw se provide for separate
voti ng.

NEW SECTION. Sec. 405. APPROVAL OF AMENDMVENT. (1) Subject to
section 404 of this act and subsections (3) and (4) of this section, an
amendnent to the articles of organization nust be approved by:

(a) At least two-thirds of the voting power of nmenbers present at
a nenbers neeting called under section 402 of this act; and

(b) If the limted cooperative association has investor nenbers, at
least a mpjority of the votes cast by patron nenbers, unless the
organic rules require a greater percentage vote by patron nenbers.

(2) Subject to section 404 of this act and subsections (3) through
(6) of this section, an anendnent to the bylaws nust be approved by:

(a) At least a majority vote of the voting power of all nenbers
present at a nenbers neeting called under section 402 of this act
unl ess the organic rules require a greater percentage; and

(b) If a limted cooperative association has investor nenbers, a
majority of the votes cast by patron nenbers, unless the organic rules
require a larger affirmative vote by patron nenbers.

(3) The organic rules may require that the percentage of votes
under subsection (1)(a) or (2)(a) of this section be:

(a) A different percentage that is not less than a majority of
menbers voting at the neeting;

(b) Measured agai nst the voting power of all nenbers; or

(c) A conbination of (a) and (b) of this subsection.

(4) Consent in a record by a nenber nmust be delivered to a limted
cooperative associ ation before delivery of an anmendnent to the articles
of organization or restated articles of organization for filing
pursuant to section 407 of this act, if as a result of the anmendnent
the menber will have:

(a) Personal liability for an obligation of the association; or

(b) An obligation or liability for an additional contribution.

(5) The vote required to anend byl aws nust satisfy the requirenents
of subsection (1) of this section if the proposed anmendnent nodifi es:

(a) The equity capital structure of the limted cooperative
association, including the rights of the association's nenbers to share
in profits or distributions, or the relative rights, preferences, and
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restrictions granted to or inposed upon one or nore districts, classes,
or voting groups of simlarly situated nenbers;

(b) The transferability of a nmenber's interest;

(c) The manner or nethod of allocation of profits or |osses anong
menber s;

(d) The quorum for a neeting and the rights of voting and
gover nance; or

(e) Unless otherwi se provided in the organic rules, the terns for
adm ssion of new nenbers.

(6) Except for the matters described in subsection (5) of this
section, the articles of organization may del egate anendnent of all or
a part of the bylaws to the board of directors w thout requiring nmenber
approval .

(7) If the articles of organi zation del egate anendnent of bylaws to
the board of directors, the board shall provide a description of any
anendnent of the bylaws made by the board to the nenbers in a record
not later than thirty days after the anmendnent, but the description may
be provided at the next annual nenbers neeting if the neeting is held
within the thirty-day period.

NEW SECTION. Sec. 406. RESTATED ARTICLES OF ORGANI ZATI ON. A
limted cooperative association, by the affirmative vote of a majority
of the board of directors taken at a neeting for which the purpose is
stated in the notice of the neeting, may adopt restated articles of
organi zation that contain the original articles as previously anended.
Restated articles may contain anendnents if the restated articles are
adopted in the sane manner and with the sane vote as required for
amendnents to the articles under section 405(1) of this act. Upon
filing, restated articles supersede the existing articles and all
amendnent s.

NEW SECTION. Sec. 407. AMENDVENT OR RESTATEMENT OF ARTI CLES OF
ORGANI ZATI ON; FI LI NG (1) To amend its articles of organization, a
limted cooperative association nust deliver to the secretary of state
for filing an anmendnent of the articles, or restated articles of
organi zation or articles of conversion or nerger pursuant to sections
1601 through 1612 of this act, which contain one or nore anendnents of
the articles of organization, stating:
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(a) The nane of the association;

(b) The date of filing of the association's initial articles; and

(c) The changes the anendnent makes to the articles as nost
recently anended or restated.

(2) Before the beginning of the initial neeting 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 becone inaccurate due to changed circunstances shall pronptly:

(a) Cause the articles to be anmended; or

(b) If appropriate, deliver an amendnent to the secretary of state
for filing pursuant to section 203 of this act.

(3) If restated articles of organization are adopted, the restated
articles may be delivered to the secretary of state for filing in the
sane manner as an amendnent.

(4) Upon filing, an anmendnent of the articles of organization or
other record containing an anendnent of the articles that has been
properly adopted by the nenbers is effective as provided in section
203(3) of this act.

PART 5
VEMBERS

NEW SECTION. Sec. 501. MEMBERS. To begin business, a limted
cooperative association nust have at |east two patron nenbers unless
the sole nenber is a cooperative.

NEW SECTION. Sec. 502. BECOM NG A NMEMBER A person becones a
menber :

(1) As provided in the organic rules;

(2) As the result of a nerger or conversion under sections 1601
t hrough 1612 of this act; or

(3) Wth the consent of all the nenbers.

NEW SECTION. Sec. 503. NO PONER AS MEMBER TO BI ND ASSOCI ATI ON
A nmenber, solely by reason of being a nenber, nmay not act for or bind
the limted cooperative associ ation.
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NEW SECTION. Sec. 504. NO LIABILITY AS MEMBER FOR ASSCOCI ATI ON S
OBLI GATIONS. Unless the articles of organi zation otherw se provide, a

debt, obligation, or other liability of a Ilimted cooperative
association is solely that of the association and is not the debt,
obligation, or liability of a nenber solely by reason of being a
menber .

NEW SECTION. Sec. 505. RIGHT OF MEMBER AND FORMER MEMBER TO
| NFORMATION. (1) Not later than ten business days after receipt of a
demand made in a record, a limted cooperative association shall permt
a nmenber to obtain, inspect, and copy in the association's principa
office required information listed in section 114(1) (a) through (h) of
this act during regular business hours. A nmenber need not have any
particul ar purpose for seeking the information. The association is not
required to provide the sane information listed in section 114(1) (b)
through (h) of this act to the sanme nenber nore than once during a six-
nmont h peri od.

(2) On demand made in a record received by the limted cooperative
association, a nenber my obtain, inspect, and copy in the
association's principal office required information listed in section
114(1) (i) through (m, (p), and (r) of this act during regular
busi ness hours, if:

(a) The nenber seeks the information in good faith and for a proper
pur pose reasonably related to the nenber's interest;

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

(c) The information sought is directly connected to the nenber's
pur pose; and

(d) The demand is reasonabl e.

(3) Not later than ten business days after receipt of a demand
pursuant to subsection (2) of this section, a limted cooperative
association shall provide, in a record, the followng information to
t he nenber that nmade the denmand:

(a) If the association agrees to provide the demanded i nformation:

(1) What information the association will provide in response to
t he demand; and

(ii) A reasonable tinme and place at which the association wl
provi de the information; or
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(b) If the association declines to provide sone or all of the
demanded i nformation, the association's reasons for declining.

(4) A person dissociated as a nenber nmay obtain, inspect, and copy
informati on avail able to a nenber under subsection (1) or (2) of this
section by delivering a demand in a record to the limted cooperative
association in the sanme manner and subject to the same conditions
applicable to a nmenber under subsection (2) of this section if:

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

(b) The person seeks the information in good faith.

(5 A limted cooperative association shall respond to a demand
made pursuant to subsection (4) of this section in the manner provided
i n subsection (3) of this section.

(6) Not later than ten business days after receipt by a limted
cooperative association of a demand nade by a nmenber in a record, but
not nore often than once in a six-nonth period, the association shal
deliver to the nenber a record stating the information with respect to
t he nenber required by section 114(1)(q) of this act.

(7) A limted cooperative association my inpose reasonable
restrictions, including nondisclosure restrictions, on the use of
i nformati on obtai ned under this section. I n a di spute concerning the

reasonabl eness of a restriction under this subsection, the association
has the burden of proving reasonabl eness.

(8 A limted cooperative association may charge a person that
makes a demand under this section reasonable costs of copying, limted
to the costs of |abor and material.

(9) A person that may obtain information under this section may
obtain the information through an attorney or other agent. A
restriction inposed on the person under subsection (7) of this section
or by the organic rules applies to the attorney or other agent.

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

(11) The organic rules may require a I|limted cooperative
association to provide nore information than required by this section
and may establish conditions and procedures for providing the
i nformati on.
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NEW SECTI ON.  Sec. 506. ANNUAL MEETI NG OF NMEMBERS. (1) Menbers
shall meet annually at a tinme provided in the organic rules or set by
the board of directors not inconsistent wwth the organic rules.

(2) An annual nenbers neeting 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.

(3) Unless the organic rul es otherw se provide, nmenbers may attend
or conduct an annual nenbers neeting through any neans of conmmunication
if all nmenbers attending the neeting can communi cate with each other
during the neeting.

(4) The board of directors shall report, or cause to be reported,
at the association's annual nenbers neeting the association's business
and financial condition as of the close of the nost recent fiscal year.

(5 Unless the organic rules otherwise provide, the board of
directors shall designate the presiding officer of the association's
annual menbers neeting.

(6) Failure to hold an annual nenbers neeting does not affect the
validity of any action by the Iimted cooperative association.

NEW SECTI ON.  Sec. 507. SPECI AL MEETI NG OF MEMBERS. (1) A special
nmeeting of nmenbers may be called only:

(a) As provided in the organic rules;

(b) By a mpjority vote of the board of directors on a proposa
stating the purpose of the neeting;

(c) By demand in a record signed by nenbers holding at | east twenty
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 neeting
stated in the demand; or

(d) By demand in a record signed by nenbers holding at |east ten
percent of the total voting power of all the persons entitled to vote
on the matter that is the purpose of the neeting stated in the demand.

(2) A demand under subsection (1)(c) or (d) of this section nust be
submtted to the officer of the limted cooperative association charged
wi th keeping its records.

(3) Any voting nenber may wthdraw its demand under subsection
(1)(c) or (d) of this section before receipt by the |imted cooperative
association of demands sufficient to require a special neeting of
menbers.
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(4) A special neeting of nenbers nmay 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.

(5) Unless the organic rul es otherw se provide, nenbers may attend
or conduct a special neeting of nenbers through the use of any neans of
communi cation if all nenbers attending the neeting can communi cate with
each other during the neeting.

(6) Only business within the purpose or purposes stated in the
notice of a special neeting of nenbers may be conducted at the neeting.

(7) Unless the organic rules otherwi se provide, the presiding
officer of a special neeting of nenbers shall be designated by the
board of directors.

NEW SECTI ON.  Sec. 508. NOTICE OF MEMBERS MEETING. (1) Alimted
cooperative association shall notify each nenber of the tine, date, and
pl ace of a nenbers neeting at least fifteen and not nore than sixty
days before the neeting.

(2) Unless the articles of organi zati on otherw se provide, notice
of an annual nenbers neeting need not include any purpose of the
meet i ng.

(3) Notice of a special neeting of nenbers nust include each
pur pose of the neeting as contained in the demand under section 507(1)
(c) or (d) of this act or as voted upon by the board of directors under
section 507(1)(b) of this act.

(4) Notice of a nenbers neeting nmust be given in a record unless
oral notice is reasonabl e under the circunstances.

NEW SECTI ON.  Sec. 509. WAIVER OF MEMBERS MEETI NG NOTICE. (1) A
menber may wai ve notice of a nenbers neeting before, during, or after
t he neeting.

(2) A nmenber's participation in a nenbers neeting is a waiver of
notice of that neeting unless the nenber objects to the neeting at the
begi nning of the neeting or pronptly upon the nenber's arrival at the
meeti ng and does not thereafter vote for or assent to action taken at
t he neeting.

NEW SECTION. Sec. 510. QUORUM OF MEMBERS. Unl ess the organic
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rules otherwise require a greater nunber of nenbers or percentage of
the voting power, the voting nenber or nenbers present at a nenbers
meeting constitute a quorum

NEW SECTION. Sec. 511. VOIING BY PATRON MEMBERS. Except as
provided by section 512(1) of this act, each patron nenber has one
vote. The organic rules may allocate voti ng power anong patron nenbers
as provided in section 512(1) of this act.

NEW SECTION. Sec. 512. DETERM NATION OF VOTI NG PONER OF PATRON
MEMBER. (1) The organic rules nmay allocate voting power anong patron
menbers on the basis of one or a conbination of the foll ow ng:

(a) One nenber, one vote;

(b) Use or patronage;

(c) Equity; or

(d) If a patron nenber is a cooperative, the nunber of its patron
menbers.

(2) The organic rules may provide for the allocation of patron
menber voting power by districts or class, or any conbination thereof.

NEW SECTION. Sec. 513. VOIING BY |NVESTOR MEMBERS. If the
organic rules provide for investor nenbers, each investor nenber has
one vote, unless the organic rules otherw se provide. The organic
rules may provide for the allocation of investor nmenber voting power by
cl ass, classes, or any conbination of classes.

NEW SECTION. Sec. 514. VOII NG REQUI REMENTS FOR MEMBERS. If a
limted cooperative association has both patron and i nvestor nenbers,
the follow ng rules apply:

(1) The total voting power of all patron nmenbers may not be |ess
than a majority of the entire voting power entitled to vote.

(2) Action on any matter is approved only upon the affirmative vote
of at least a mpjority of:

(a) Al menbers voting at the neeting unless nore than a majority
is required by sections 401 through 407, 1201 through 1215, 1501
t hrough 1504, or 1601 through 1612 of this act or the organic rules;
and
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(b) Votes cast by patron nmenbers unless the organic rules require
a larger affirmative vote by patron nenbers.

(3) The organic rules my provide for the percentage of the
affirmati ve votes that nust be cast by investor nenbers to approve the
matter.

NEW SECTION.  Sec. 515. MANNER OF VOTING. (1) Unless the organic
rules otherwi se provide, voting by a proxy at a nenbers neeting is
prohi bited. This subsection does not prohibit del egate voting based on
district or class.

(2) If voting by a proxy is permtted, a patron nmenber may appoi nt
only another patron nmenber as a proxy and, if investor nenbers are
permtted, an investor nenber may appoint only another investor nenber
as a proxy.

(3) The organic rules may provide for the manner of and provisions
governi ng the appoi ntnent of a proxy.

(4) The organic rules may provide for voting on any question by
bal | ot delivered by nmail or voting by other means on questions that are
subj ect to vote by nenbers

NEW SECTI ON. Sec. 516. ACTION WTHOUT A MEETING (1) Unless the
organic rules require that action be taken only at a nenbers neeting,
any action that may be taken by the nenbers may be taken w thout a
meeting if each nenber entitled to vote on the action consents in a
record to the action.

(2) Consent under subsection (1) of this section may be w t hdrawn
by a nenber in a record at any tine before the |imted cooperative
associ ation receives a consent fromeach nenber entitled to vote.

(3) Consent to any action may specify the effective date or tine of
the action.

NEW SECTION. Sec. 517. DISTRICTS AND DELEGATES;, CLASSES OF
VEMBERS. (1) The organic rules may provide for the formation of
geographic districts of patron nenbers and:

(a) For the conduct of patron nenber neetings by districts and the
el ection of directors at the nmeetings; or

(b) That districts may elect district delegates to represent and
vote for the district at nenbers neetings.
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(2) A delegate el ected under subsection (1)(b) of this section has
one vote unless voting power is otherw se allocated by the organic
rul es.

(3) The organic rules may provide for the establishnment of classes
of nmenbers, for the preferences, rights, and limtations of the
cl asses, and:

(a) For the conduct of nenbers neetings by classes and the el ection
of directors at the neetings; or

(b) That classes may elect class delegates to represent and vote
for the class in nenbers neetings.

(4) A delegate el ected under subsection (3)(b) of this section has
one vote unless voting power is otherw se allocated by the organic
rul es.

PART 6
MEMBER S | NTEREST I N LI M TED COOPERATI VE ASSOCI ATI ON

NEW SECTION. Sec. 601. MEMBER S I NTEREST. A nenber's interest:

(1) I's personal property;

(2) Consists of:

(a) Governance rights;

(b) Financial rights; and

(c) The right or obligation, if any, to do business with the
limted cooperative associ ation; and

(3) May be in certificated or uncertificated form

NEW SECTION. Sec. 602. PATRON AND | NVESTOR MEMBERS' | NTERESTS
(1) Unless the organic rules establish investor nenbers' interests, a
menber's interest is a patron nmenber's interest.

(2) Unless the organic rules otherwse provide, if a limted
cooperative association has investor nenbers, while a person is a
menber of the association, the person:

(a) If admtted as a patron nenber, remains a patron nenber;

(b) If admtted as an investor nenber, remains an investor nenber;
and

(c) If admtted as a patron nenber and investor nenber, remains a
patron nenber and investor nenber if not dissociated in one of the
capacities.
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NEW SECTI ON. Sec. 603. TRANSFERABILITY OF MEMBER S | NTEREST. (1)
The provisions of this chapter relating to the transferability of a
menber's interest are subject to Title 62A RCW

(2) Unless the organic rules otherw se provide, a nenber's interest
other than financial rights is not transferable.

(3) Unless a transfer is restricted or prohibited by the organic
rules, a nenber my transfer its financial rights in the limted
cooperative associ ati on.

(4) The ternms of any restriction on transferability of financia
rights nust be:

(a) Set forth in the organic rules and the nenber records of the
associ ati on; and

(b) Conspicuously noted on any certificates evidencing a nenber's
i nterest.

(5) Atransferee of a nenber'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 nenber
transferring the interest to the sane extent as the transferring
menber .

(6) A transferee of a nenber's financial rights does not becone a
menber upon transfer of the rights unless the transferee is admtted as
a nenber by the Iimted cooperative associ ation.

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

(8 A transfer of a nmenber'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 tinme of
transfer.

NEW SECTION. Sec. 604. SECURITY | NTEREST AND SETOFF. (L A
menber or transferee may create an enforceable security interest inits
financial rights in a limted cooperative associ ation.

(2) Unless the organic rules otherw se provide, a nenber may not
create an enforceable security interest in the nenber's governance
rights in a limted cooperative associ ation.

(3) The organic rules may provide that a |imted cooperative
associ ation has a security interest in the financial rights of a nmenber
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to secure paynent of any indebtedness or other obligation of the nenber
to the association. A security interest provided for in the organic
rules is enforceabl e under, and governed by, chapter 62A 9A RCW

(4) Unless the organic rules otherw se provide, a nenber may not
conpel the limted cooperative association to offset financial rights
agai nst any i ndebtedness or obligation owed to the associ ation.

NEW SECTI ON.  Sec. 605. CHARG NG ORDERS FOR JUDGVENT CREDI TOR OF
MEMBER OR TRANSFEREE. (1) On application by a judgnent creditor of a
menber or transferee, a court may enter a charging order against the
financial rights of the judgnent debtor for the unsatisfied anmount of

the judgnent. A charging order issued wunder this subsection
constitutes a lien on the judgnent debtor's financial rights and
requires the limted cooperative association to pay over to the

creditor or receiver, to the extent necessary to satisfy the judgnent,
any distribution that would ot herwi se be paid to the judgnent debtor.

(2) To the extent necessary to effectuate the collection of
di stributions pursuant to a charging order under subsection (1) of this
section, the court may:

(a) Appoint a receiver of the share of the distributions due or to
becone due to the judgnment debtor under the judgnent debtor's financi al
rights, with the power to nmake all inquiries the judgnent debtor m ght
have nmade; and

(b) Make all other orders that the circunstances of the case nmay
require to give effect to the chargi ng order.

(3) Upon a show ng that distributions under a charging order w ||
not pay the judgnent 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 becone a
menber, and is subject to section 603 of this act.

(4) At any tinme before a sale pursuant to a foreclosure, a nenber
or transferee whose financial rights are subject to a charging order
under subsection (1) of this section may extingui sh the charging order
by satisfying the judgnent and filing a certified copy of the
satisfaction wwth the court that issued the charging order.

(5) At any tine before sale pursuant to a foreclosure, the limted
cooperative association or one or nore nenbers whose financial rights
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are not subject to the charging order may pay to the judgnent creditor
the full anmount due under the judgnment and succeed to the rights of the
j udgment creditor, including the charging order. Unl ess the organic
rul es ot herw se provide, the association may act under this subsection
only with the consent of all nenbers whose financial rights are not
subj ect to the charging order.

(6) This chapter does not deprive any nmenber or transferee of the
benefit of any exenption l|laws applicable to the nenber's or
transferee's financial rights.

(7) This section provides the exclusive renmedy by which a judgnent
creditor of a nenber or transferee may satisfy the judgnent from the
menber's or transferee's financial rights.

PART 7
MARKETI NG CONTRACTS

NEW SECTI ON. Sec. 701. AUTHORITY. For the purposes of sections
701 through 704 of this act, "marketing contract" means a contract
between a limted cooperative associati on and anot her person, that need
not be a patron nenber:

(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
Wth respect to the products, comvodities, or goods.

NEW SECTION.  Sec. 702. MARKETI NG CONTRACTS. (1) If a marketing
contract provides for the sale of products, commodities, or goods to a
limted cooperative association, the sale transfers title to the
association upon delivery or at any other specific time expressly
provi ded by the contract.

(2) A marketing contract may:

(a) Authorize a |limted cooperative association to create an
enforceabl e security interest in the products, commodities, or goods
del i vered; and

(b) Allow the association to sell the products, comvodities, or
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goods delivered and pay the sales price on a pooled or other basis
after deducting selling costs, processing costs, overhead, expenses,
and ot her charges.

(3) Sone or all of the provisions of a marketing contract between
a patron nenber and a limted cooperative associ ati on may be contai ned
in the organic rules.

NEW SECTION. Sec. 703. DURATION OF MARKETI NG CONTRACT. The
initial duration of a marketing contract may not exceed ten years, but
the contract may be self-renewing for additional periods not exceeding
five years each. Unl ess the contract provides for another manner or
time for termnation, either party may term nate the contract by giving
notice in a record at |east ninety days before the end of the current
term

NEW SECTION. Sec. 704. REMEDIES FOR BREACH OF CONTRACT. (1D
Damages to be paid to a limted cooperative association for breach or
anticipatory repudiation of a marketing contract may be |iquidated, but
only at an anount or under a fornmula that is reasonable in light of the
actual or anticipated harm caused by the breach or repudiation. A
provi sion that so provides is not a penalty.

(2) Upon a breach of a marketing contract, whether by anticipatory
repudi ation or otherwise, a limted cooperative association may seek:

(a) An injunction to prevent further breach; and

(b) Specific performance.

(3) The renedies in this section are in addition to any other
renedi es avail able to an associ ation under |aw other than this chapter.

PART 8
DI RECTORS AND COFFI CERS

NEW SECTION. Sec. 801. BOARD OF DI RECTORS. (1)) A limted
cooperative association nust have a board of directors of at |east
three individuals, unless the association has fewer than three nenbers.
If the association has fewer than three nenbers, the nunber of
directors may not be fewer than the nunber of nenbers.

(2) The affairs of a limted cooperative association nust be
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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 chapter.

(3) An individual is not an agent for a limted cooperative
associ ation solely by being a director.

NEW SECTION. Sec. 802. NO LIABILITY AS D RECTOR FOR LIMTED
COOPERATI VE ASSOCI ATI ON'' S OBLI GATI ONS. A debt, obligation, or other
liability of a Ilimted 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.

NEW SECTI ON.  Sec. 803. QUALIFICATIONS OF DI RECTORS. (1) Unless
the organic rules otherw se provide, and subject to subsection (3) of
this section, each director of a limted cooperative associ ation nust
be an individual who is a nenber of the association or an individua
who is designated by a nenber that is not an individual for purposes of
qualifying and serving as a director. Initial directors need not be
menbers.

(2) Unless the organic rules otherw se provide, a director may be
an officer or enployee of the limted cooperative associ ation.

(3) If the organic rules provide for nonnenber directors, the
nunber of nonnenber directors may not exceed:

(a) One, if there are two through four directors;

(b) Two, if there are five through eight directors; or

(c) One-third of the total nunber of directors if there are at
| east nine directors.

(4) The organic rules nmay provide qualifications for directors in
addition to those in this section.

NEW SECTION. Sec. 804. ELECTION OF DI RECTORS AND COWPOSI TI ON OF
BOARD. (1) Unless the organic rules require a greater nunber:

(a) The nunber of directors that nust be patron nenbers may not be
fewer than:

(1) One, if there are two or three directors;

(1i) Two, if there are four or five directors;

Code Rev/BLP:rmh 38 Z-0852.1/08



© 00 N O Ol WDN P

N NN R R R R RRRR R
N P O © 00 NO O D WOWDNN B O

23
24
25
26
27
28
29
30
31
32
33
34
35
36

(ti1) Three, if there are six through eight directors; or

(tv) One-third of the directors if there are at |east nine
directors; and

(b) A mjority of the board of directors nust be elected
excl usi vely by patron nenbers.

(2) Unless the organic rules otherwise provide, if a limted
cooperative associ ation has investor nenbers, the directors who are not
el ected exclusively by patron nenbers are elected by the investor
menbers.

(3) Subject to subsection (1) of this section, the organic rules
may provide for the election of all or a specified nunber of directors
by one or nore districts or classes of nenbers.

(4) Subject to subsection (1) of this section, the organic rules
may provide for the nomnation or election of directors by districts or
classes, directly or by district del egates.

(5) If a class of nenbers consists of a single nenber, the organic
rules may provide for the nmenber to appoint a director or directors.

(6) Unless the organic rules otherw se provide, cunulative voting
for directors is prohibited.

(7) Except as otherw se provided by the organic rules, subsection
(5) of this section, or sections 303, 516, 517, and 809 of this act,
menber directors nust be elected at an annual nenbers neeting.

NEW SECTION. Sec. 805. TERM OF DIRECTOR. (1) Unless the organic
rul es otherw se provide, and subject to subsections (3) and (4) of this
section and section 303(3) of this act, the termof a director expires
at the annual nenbers neeting followng the director's election or
appointment. The termof a director may not exceed three years.

(2) Unless the organic rules otherw se provide, a director may be
reel ect ed.

(3) Except as otherwi se provided in subsection (4) of this section,
a director continues to serve until a successor director is elected or
appointed and qualifies or the director is renoved, resigns, 1is
adj udged i nconpetent, or dies.

(4) Unless the organic rules otherw se provide, a director does not
serve the remainder of the director's termif the director ceases to
qualify to be a director
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NEW SECTI ON. Sec. 806. RESIGNATION OF DI RECTOR. A director may
resign at any tinme by giving notice in a record to the limted
cooperative associ ation. Unl ess the notice states a later effective
date, a resignation is effective when the notice is received by the
associ ati on.

NEW SECTI ON.  Sec. 807. REMOVAL OF DI RECTOR Unl ess the organic
rul es otherw se provide, the follow ng rules apply:

(1) Menbers may renove a director with or wthout cause.

(2) A nmenber or nenbers holding at |east ten percent of the total
voting power entitled to be voted in the election of a director may
demand renoval of the director by one or nore signed petitions
submtted to the officer of the limted cooperative association charged
wi th keeping its records.

(3) Upon receipt of a petition for renoval of a director, an
of ficer of the association or the board of directors shall:

(a) Call a special neeting of nenbers to be held not l|ater than
ninety days after receipt of the petition by the association; and

(b) Mil or otherwise transmt or deliver in a record to the
menbers entitled to vote on the renoval, and to the director to be
renoved, notice of the neeting that conplies with section 508 of this
act .

(4) A director is renoved if the votes in favor of renoval are
equal to or greater than the votes required to elect the director.

NEW SECTION. Sec. 808. SUSPENSI ON OF DI RECTOR BY BQARD. (L A
board of directors nmay suspend a director if, considering the
director's course of conduct and the inadequacy of other available
renmedi es, imedi ate suspension is necessary for the best interests of
the association and the director is engaging, or has engaged, in:

(a) Fraudulent conduct with respect to the association or its
menber s;

(b) Gross abuse of the position of director;

(c) Intentional or reckless infliction of harmon the association;

or
(d) Any other behavior, act, or om ssion as provided by the organic
rul es.
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(2) A suspension under subsection (1) of this section is effective
for thirty days unless the board of directors calls and gives notice of
a special neeting of nmenbers for renoval of the director before the end
of the thirty-day period in which case the suspension is effective
until adjournment of the neeting or the director is renoved.

NEW SECTI ON.  Sec. 809. VACANCY ON BOARD. (1) Unless the organic
rul es otherw se provide, a vacancy on the board of directors nust be
filled:

(a) Wthin a reasonable tine by majority vote of the renaining
directors until the next annual nenbers neeting or a special neeting of

menbers called to fill the vacancy; and
(b) For the unexpired term by nenbers at the next annual nenbers
meeting or a special neeting of nmenbers called to fill the vacancy.

(2) Unless the organic rules otherw se provide, if a vacating
director was el ected or appointed by a class of nenbers or a district:

(a) The new director must be of that class or district; and

(b) The selection of the director for the unexpired term nust be
conducted in the sanme manner as woul d the selection for that position
W t hout a vacancy.

(3) If a nmenber appointed a vacating director, the organic rules
may provide for that nmenber to appoint a director to fill the vacancy.

NEW SECTION. Sec. 810. REMUNERATI ON OF DI RECTORS. Unl ess the
organic rules otherwi se provide, the board of directors may set the
remuneration of directors and of nondirector commttee nenbers
appoi nted under section 817(1) of this act.

NEW SECTI ON. Sec. 811. MEETINGS. (1) A board of directors shal
nmeet at least annually and may hold neetings inside or outside this
state.

(2) Unless the organic rules otherwise provide, a board of
directors my permt directors to attend or conduct board neetings
through the use of any neans of comunication, if all directors
attending the neeting can communicate with each other during the
meet i ng.
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NEW SECTION. Sec. 812. ACTION WTHOUT MEETI NG (1) Unless
prohibited by the organic rules, any action that may be taken by a
board of directors may be taken without a neeting if each director
consents in a record to the action.

(2) Consent under subsection (1) of this section may be w t hdrawn
by a director in a record at any tinme before the limted cooperative
associ ation receives consent fromall directors.

(3) Arecord of consent for any action under subsection (1) of this
section may specify the effective date or tine of the action.

NEW SECTION. Sec. 813. MEETINGS AND NOTI CE. (1) Unless the
organic rules otherw se provide, a board of directors may establish a
time, date, and place for regular board neetings, and notice of the
time, date, place, or purpose of those neetings is not required.

(2) Unless the organic rules otherw se provide, notice of the tine,
date, and place of a special neeting of a board of directors nust be
given to all directors at |east three days before the neeting, the
notice nust contain a statenent of the purpose of the neeting, and the
meeting is limted to the matters contained in the statenent.

NEW SECTI ON. Sec. 814. WAIVER OF NOTICE OF MEETING. (1) Unless
the organic rules otherw se provide, a director may wai ve any required
notice of a neeting of the board of directors in a record before
during, or after the neeting.

(2) Unless the organic rules otherwise provide, a director's
participation in a neeting is a waiver of notice of that neeting
unl ess:

(a) The director objects to the neeting at the beginning of the
nmeeting or pronptly upon the director's arrival at the neeting and does
not thereafter vote in favor of or otherw se assent to the action taken
at the neeting; or

(b) The director pronptly objects upon the introduction of any
matter for which notice under section 813 of this act has not been
gi ven and does not thereafter vote in favor of or otherw se assent to
the action taken on the matter.

NEW SECTION. Sec. 815. QUORUM (1) Unless the articles of
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organi zation provide for a greater nunber, a ngjority of the total
nunber of directors specified by the organic rules constitutes a quorum
for a neeting of the directors.

(2) If a quorum of the board of directors is present at the
begi nning of a neeting, any action taken by the directors present is
valid even if withdrawal of directors originally present results in the
nunber of directors being fewer than the nunber required for a quorum

(3) Adirector present at a neeting but objecting to notice under
section 814(2) (a) or (b) of this act does not count toward a quorum

NEW SECTION. Sec. 816. VOIING (1) Each director shall have one
vote for purposes of decisions made by the board of directors.

(2) Unless the organic rules otherwi se provide, the affirmative
vote of a majority of directors present at a neeting is required for
action by the board of directors.

NEW SECTION. Sec. 817. COW TTEES. (1) Unless the organic rules
otherwi se provide, a board of directors may create one or nore
commttees and appoint one or nore individuals to serve on a conmmttee.

(2) Unless the organic rules otherwi se provide, an individual
appointed to serve on a conmttee of a limted cooperative associ ation
need not be a director or nenber.

(3) An individual who is not a director and is serving on a
coommittee has the same rights, duties, and obligations as a director
serving on the conmttee.

(4) Unless the organic rules otherw se provide each commttee of a
limted cooperative association may exerci se the powers delegated to it
by the board of directors, but a conmttee may not:

(a) Approve allocations or distributions except according to a
formula or nethod prescribed by the board of directors;

(b) Approve or propose to nenbers action requiring approval of
menbers; or

(c) Fill wvacancies on the board of directors or any of its
commi ttees.

NEW SECTION. Sec. 818. STANDARDS OF CONDUCT AND LIABILITY.
Except as otherw se provided in section 820 of this act:
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(1) The discharge of the duties of a director or nenber of a
commttee of the board of directors is governed by the |aw applicable
to directors of entities organized under chapter 23.86 RCW and

(2) The liability of a director or nenber of a commttee of the
board of directors is governed by the law applicable to directors of
entities organi zed under chapter 23.86 RCW

NEW SECTION. Sec. 819. CONFLICT OF | NTEREST. (1) The law
applicable to conflicts of interest between a director of an entity
organi zed under chapter 23.86 RCWgoverns conflicts of interest between
a limted cooperative association and a director or nenber of a
commttee of the board of directors.

(2) A director does not have a conflict of interest under this
chapter or the organic rules solely because the director's conduct
relating to the duties of the director may further the director's own
i nterest.

NEW SECTI ON.  Sec. 820. OTHER CONSI DERATI ONS OF DI RECTORS. Unl ess
the articles of organization otherw se provide, in considering the best
interests of a limted cooperative association, a director of the
association in discharging the duties of director, in conjunction with
considering the long-term and short-term interest of the association
and its patron nenbers, may consi der:

(1) The interest of enployees, custoners, and suppliers of the
associ ati on;

(2) The interest of the comunity in which the association
oper ates; and

(3) O her cooperative principles and values that nay be applied in
the context of the decision.

NEW SECTI ON.  Sec. 821. RI GHT OF DI RECTOR OR COW TTEE MEMBER TO
| NFORMATI ON. A director or a nenber of a commttee appointed under
section 817 of this act may obtain, inspect, and copy all information
regarding the state of activities and financial condition of the
limted cooperative association and other information regarding the
activities of the association if the information is reasonably rel ated
to the performance of the director's duties as director or the
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commttee menber's duties as a nenber of the commttee. | nf or mati on
obtained in accordance with this section may not be used in any manner
that would violate any duty of or to the association.

NEW SECTION. Sec. 822. APPO NTMENT AND AUTHORI TY OF OFFI CERS.
(1) Alimted cooperative association has the officers:

(a) Provided in the organic rules; or

(b) Established by the board of directors in a mnner not
i nconsi stent with the organic rules.

(2) The organic rules nmay 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 act and for the authentication of records.

(3) Unless the organic rules otherwise provide, the board of
directors shall appoint the officers of the Ilimted cooperative
associ ati on.

(4) Oficers of alimted cooperative association shall performthe
duties the organic rules prescribe or as authorized by the board of
directors not in a manner inconsistent with the organic rules.

(5 The election or appointnment of an officer of a limted
cooperative association does not of itself create a contract between
t he association and the officer.

(6) Unless the organic rules otherw se provide, an individual my
simul taneously hold nore than one office in a limted cooperative
associ ati on.

NEW SECTI ON.  Sec. 823. RESI GNATI ON AND REMOVAL OF OFFI CERS. (1)
The board of directors may renove an officer at any tine with or
wi t hout cause.

(2) An officer of a limted cooperative association may resign at
any time by giving notice in a record to the association. Unless the
notice specifies a later tinme, the resignation is effective when the
notice is given.

PART 9
| NDEWNI FI CATI ON
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NEW SECTI ON.  Sec. 901. | NDEMNI FI CATI ON. (1) I'ndemification of

an individual who has incurred liability or is a party, or is
threatened to be made a party, to litigation because of the perfornmance
of a duty to, or activity on behalf of, a l|limted cooperative

association is governed by chapter 23.86 RCW

(2) A limted cooperative association nmay purchase and nmaintain
i nsurance on behalf of any individual against liability asserted
against or incurred by the individual to the sanme extent and subject to
the sanme conditions as provided by chapter 23.86 RCW

PART 10
CONTRI BUTI ONS, ALLOCATI ONS, AND DI STRI BUTI ONS

NEW SECTION. Sec. 1001. MEMBERS  CONTRI BUTI ONS. The organic
rul es nust establish the anobunt, manner, or nmethod of determ ning any
contribution requirenents for nmenbers or nust authorize the board of
directors to establish the anount, manner, or other nethod of
determ ning any contribution requirenents for nenbers.

NEW SECTION. Sec. 1002. CONTRI BUTI ON AND VALUATI ON. (1) Unless
the organic rules otherw se provide, the contributions of a nenber to
a limted cooperative association may consi st of tangible or intangible
property or other benefit to the association, including noney, |abor or
ot her services perfornmed or to be perforned, prom ssory notes, other
agreenents to contribute noney or property, and contracts to be
per f or med.

(2) The recei pt and acceptance of contributions and the val uation
of contributions nust be reflected in a I|imted cooperative
associ ation's records.

(3) Unless the organic rules otherwi se provide, the board of
directors shall determne the value of a nenber's contributions
received or to be received and the determnation by the board of
directors of wvaluation is conclusive for purposes of determning
whet her the nenber's contribution obligation has been net.

NEW SECTI ON.  Sec. 1003. CONTRI BUTI ON AGREEMENTS. (1) Except as
otherwi se provided in the agreenent, the followng rules apply to an
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agreenent made by a person before formation of a |imted cooperative
association to make a contribution to the association:

(a) The agreenent is irrevocable for six nonths after the agreenent
is signed by the person unless all parties to the agreenent consent to
the revocati on.

(b) If a person does not nake a required contri bution:

(i) The person is obligated, at the option of the association, once
formed, to contribute noney equal to the value of that part of the
contribution that has not been nmade, and the obligation may be enforced
as a debt to the association; or

(i1) The association, once fornmed, may rescind the agreenent if the
debt remains unpaid nore than twenty days after the association demands
paynment fromthe person, and upon rescission the person has no further
rights or obligations with respect to the association.

(2) Unless the organic rules or an agreenent to make a contribution
to a limted cooperative association otherwi se 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 noney equal to the value of the part of the contribution
t hat has not been nade.

NEW SECTI ON.  Sec. 1004. ALLOCATI ONS OF PROFI TS AND LOSSES. (D
The organic rules may provide for allocating profits of a limted
cooperative association anong nenbers, anong persons that are not
menbers but conduct business with the association, to an unall ocated
account, or to any conbination thereof. Unl ess the organic rules
ot herwi se provide, |osses of the association nust be allocated in the
sane proportion as profits.

(2) Unless the organic rules otherwise provide, all profits and
| osses of a limted cooperative association nmust be allocated to patron
menbers.

(3) If alimted cooperative associ ation has investor nenbers, the
organic rules may not reduce the allocation to patron nenbers to |ess
than fifty percent of profits. For purposes of this subsection, the
follow ng rules apply:

(a) Ampunts paid or due on contracts for the delivery to the
associ ation by patron nenbers of products, goods, or services are not
consi dered anounts allocated to patron nenbers.
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(b) Anmpbunts paid, due, or allocated to investor nenbers as a stated
fixed return on equity are not considered anounts all ocated to investor
menbers.

(4) Unless prohibited by the organic rules, in determning the
profits for allocation under subsections (1) through (3) of this
section, the board of directors may first deduct and set aside a part
of the profits to create or accunul ate:

(a) An unallocated capital reserve; and

(b) Reasonable unallocated reserves for specific purposes,
i ncluding expansion and replacenent of capital assets; education,
training, cooperative developnent; creation and distribution of
information concerning principles of cooperation; and community
responsi bility.

(5) Subject to subsections (2) and (6) of this section and the
organic rules, the board of directors shall allocate the anount
remaining after any deduction or setting aside of profits for
unal | ocated reserves under subsection (4) of this section:

(a) To patron nenbers in the ratio of each nenber's patronage to
the total patronage of all patron nenbers during the period for which
all ocations are to be nade; and

(b) To investor nenbers, if any, in the ratio of each investor
menber' s contributions to the total contributions of all investor
menbers.

(6) For purposes of allocation of profits and |osses or specific
itens of profits or losses of a limted cooperative association to
menbers, the organic rules nmay establish allocation units or nethods
based on separate cl asses of nenbers or, for patron nenbers, on class,
function, division, district, departnent, allocation units, pooling
arrangenments, nenbers' contributions, or other equitable nethods.

NEW SECTION. Sec. 1005. DI STRI BUTI ONS. (1) Unless the organic
rules otherw se provide and subject to section 1007 of this act, the
board of directors my authorize, and the Ilimted cooperative
associ ation may neke, distributions to nenbers.

(2) Unless the organic rules otherwi se provide, distributions to
menbers may be made in any form including noney, capital credits,
al l ocated patronage equities, revolving fund certificates, and the
limted cooperative association's own or other securities.

Code Rev/BLP:rmh 48 Z-0852.1/08



0 N O O~ W DN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

NEW SECTION. Sec. 1006. REDEMPTION OR REPURCHASE. Property
distributed to a nenber by a limted cooperative association, other
t han noney, nmay be redeened or repurchased as provided in the organic
rules but a redenption or repurchase nay not be nade wthout
authorization by the board of directors. The board may wthhold
aut horization for any reason in its sole discretion. A redenption or
repurchase is treated as a distribution for purposes of section 1007 of
this act.

NEW SECTION. Sec. 1007. LIMTATIONS ON DI STRI BUTI ONS. (L A
limted cooperative association my not make a distribution if, after
the distribution:

(a) The association would not be able to pay its debts as they
becone due in the ordinary course of the association's activities; or

(b) The association's assets would be less than the sum of its
total liabilities.

(2) Alimted cooperative association may base a determ nation that
a distribution is not prohibited under subsection (1) of this section
on financial statenents prepared on the basis of accounting practices
and principles that are reasonable in the circunstances or on a fair
val uation or other nmethod that is reasonable in the circunstances.

(3) Except as otherwi se provided in subsection (4) of this section,
the effect of a distribution allowed under subsection (2) of this
section is measured:

(a) I'n the case of distribution by purchase, redenption, or other
acquisition of financial rights in the limted cooperative association
as of the date noney or other property is transferred or debt is
incurred by the association; and

(b) I'n all other cases, as of the date:

(i) The distribution is authorized, if the paynent occurs not |ater
t han one hundred twenty days after that date; or

(ii) The paynent is nmade, if paynent occurs nore than one hundred
twenty days after the distribution is authorized.

(4) If indebtedness is issued as a distribution, each paynent of
principal or interest on the indebtedness is treated as a distribution
the effect of which is neasured on the date the paynent is nade.

(5) For purposes of this section, "distribution” does not include
reasonabl e anounts paid to a nenber in the ordinary course of business
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as paynent or conpensation for commodities, goods, past or present
services, or reasonable paynents nade in the ordinary course of
busi ness under a bona fide retirement or other benefits program

NEW SECTION. Sec. 1008. LIABILITY FOR | MPROPER DI STRI BUTI ONS;
LI M TATI ON OF ACTI ON. (1) A director who consents to a distribution
that violates section 1007 of this act is personally liable to the
limted cooperative association for the anount of the distribution that
exceeds the anmount that could have been distributed wthout the
violation if it is established that in consenting to the distribution
the director failed to conply with section 818 or 819 of this act.

(2) A nmenber or transferee of financial rights that received a
distribution knowng that the distribution was nade in violation of
section 1007 of this act 1is personally liable to the limted
cooperative association to the extent the distribution exceeded the
anount that could have been properly paid.

(3) Adirector against whoman action is comenced under subsection
(1) of this section may:

(a) Inplead in the action any other director who is |iable under
subsection (1) of this section and conpel contribution fromthe person;
and

(b) Inplead in the action any person that 1is |I|iable under
subsection (2) of this section and conpel contribution fromthe person
in the anmobunt the person received as described in subsection (2) of
this section.

(4) An action under this section is barred if it is commenced |ater
than two years after the distribution.

NEW SECTION. Sec. 1009. ALTERNATIVE DI STRI BUTION OF UNCLAI MED
PROPERTY, DI STRI BUTI ONS, REDEMPTI ONS, OR PAYMENTS. A limted
cooperative associ ation may di stribute uncl ai med property,
di stributions, redenptions, or paynents under RCW 23. 86. 160.

PART 11
DI SSOCI ATI ON

NEW SECTION.  Sec. 1101. MEMBER S DI SSOCI ATION. (1) A person has
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the power to dissociate as a nenber at any tine, rightfully or
wongfully, by express wll.

(2) Unless the organic rules otherwse provide, a nenber's
di ssociation froma limted cooperative association is wongful only if
t he di ssoci ati on:

(a) Breaches an express provision of the organic rules; or

(b) Gccurs before the termination of the limted cooperative
associ ation and:

(i) The person is expelled as a nenber under subsection (4)(c) or
(d) of this section; or

(it) I'n the case of a person that is not an individual, trust other
than a business trust, or estate, the person is expelled or otherw se
di ssociated as a nenber because it dissolved or termnated in bad
faith.

(3) Unless the organic rules otherwi se provide, a person that
wongfully dissociates as a nenber is liable to the limted cooperative
associ ation for danmages caused by the dissociation. The liability is
in addition to any other debt, obligation, or liability of the person
to the association.

(4 A nenber is dissociated from the Ilimted cooperative
associ ation as a nenber when:

(a) The association receives notice in a record of the nenber's
express will to dissociate as a nenber, or if the nmenber specifies in
the notice an effective date later than the date the association
received notice, on that |ater date;

(b) An event stated in the organic rules as causing the nenber's
di ssoci ati on as a nenber occurs;

(c) The nmenber is expelled as a nenber under the organic rules;

(d) The nenber is expelled as a nenber by the board of directors
because:

(1) It is unlawful to carry on the association's activities with
t he nenber as a nenber;

(i1) There has been a transfer of all the nmenber's financial rights
in the association, other than:

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

(B) A charging order in effect under section 505 of this act that
has not been forecl osed;
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(iii) The nmenber is a limted liability conpany, association, or
partnership, it has been dissolved, and its business is being wound up;

(1v) The nmenber is a corporation or cooperative and:

(A) The nenber filed a certificate of dissolution or the
equi valent, or the jurisdiction of formation revoked the association's
charter or right to conduct business;

(B) The association sends a notice to the nenber that it wll be
expelled as a nenber for a reason described in (d)(iv)(A of this
subsection; and

(C Not later than ninety days after the notice was sent under
(d)(iv)(B) of this subsection, the nenber 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 busi ness; or

(v) The nmenber is an individual and is adjudged i nconpetent;

(e) In the case of a nenber who is an individual, the individua
di es;

(f) In the case of a nenber that is a trust or is acting as a
menber by virtue of being a trustee of a trust, all the trust's
financial rights in the association are distributed;

(g) In the case of a nenber that is an estate, the estate's entire
financial interest in the association is distributed,

(h) In the case of a nenber that is not an individual, partnershinp,
limted liability conpany, cooperative, corporation, trust, or estate,
the nenber is term nated; or

(i) The association's participation in a nerger if, under the plan
of merger as approved under sections 1601 through 1612 of this act, the
menber ceases to be a nenber.

NEW SECTI ON. Sec. 1102. EFFECT OF DI SSOCI ATI ON AS MEMBER. (D
Upon a nenber's dissociation:

(a) Subject to section 1103 of this act, the person has no further
rights as a nenber; and

(b) Subject to sections 1103 and 1601 through 1612 of this act, any
financial rights owned by the person in the person's capacity as a
menber imedi ately before dissociation are owned by the person as a
transferee.
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(2) A person's dissociation as a nenber does not of itself
di scharge the person from any debt, obligation, or liability to the
limted cooperative association that the person incurred under the
organic rules, by contract, or by other neans while a nenber.

NEW SECTION. Sec. 1103. POWER OF ESTATE OF MEMBER Unl ess the
organic rules provide for greater rights, if a nmenber is dissociated
because of death, dies, or is expelled by reason of being adjudged
i nconpetent, the nenber's personal representative or other |egal
representative nmay exercise the rights of a transferee of the nenber's
financial rights and, for purposes of settling the estate of a deceased
menber, may exercise the informational rights of a current nenber to
obtain information under section 505 of this act.

PART 12
DI SSCLUTI ON

NEW SECTI ON. Sec. 1201. DI SSOLUTI ON AND W NDI NG UP. Alimted
cooperative association is dissolved only as provided in sections 1201
t hrough 1215 of this act and upon dissolution winds up in accordance
Wi th sections 1201 through 1215 of this act.

NEW SECTION. Sec. 1202. NONJUDI Cl AL DI SSOLUTI ON. Except as
otherwi se provided in sections 1203 and 1211 of this act, a limted
cooperative association is dissolved and its activities nust be wound
up:

(1) Upon the occurrence of an event or at a tine specified in the
articles of organization;

(2) Upon the action of the association's organizers, board of
directors, or nenbers under section 1204 or 1205 of this act; or

(3) Ninety days after the dissociation of a nenber, which results
in the association having one patron nenber and no other nenbers,
unl ess the associ ation:

(a) Has a sole nenber that is a cooperative; or

(b) Not later than the end of the ninety-day period, admts at
| east one nenber in accordance with the organic rules and has at | east
two nenbers, at |east one of which is a patron nenber.
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NEW SECTION.  Sec. 1203. JUDI CI AL DI SSOLUTI ON. The superior court
may dissolve a limted cooperative association or order any action that
under the circunstances i s 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 associ ation has continued to exceed or abuse the authority
conferred upon it by law, or

(2) In a proceeding initiated by a nenber, if:

(a) The directors are deadlocked in the mnagenent of the
association's affairs, the nenbers are unable to break the deadl ock
and irreparable injury to the association is occurring or is threatened
because of the deadl ock;

(b) The directors or those in control of the association have
acted, are acting, or wll act in a manner that is illegal, oppressive,
or fraudul ent;

(c) The nenbers are deadl ocked in voting power and have failed to
el ect successors to directors whose terns have expired for two
consecutive periods during which annual nenbers neetings were held or
were to be held; or

(d) The assets of the association are being m sapplied or wasted.

NEWSECTI ON.  Sec. 1204. VOLUNTARY DI SSOLUTI ON BEFORE COVMMENCEMENT
OF ACTIMITY. A majority of the organizers or initial directors of a
limted cooperative association that has not yet begun business
activity or the conduct of its affairs may di ssolve the association.

NEW SECTION. Sec. 1205. VOLUNTARY DI SSOLUTI ON BY THE BOARD AND
MEMBERS. (1) Except as otherw se provided in section 1204 of this act,
for alimted cooperative association to voluntarily dissolve:

(a) Aresolution to dissolve nust be approved by a majority vote of
the board of directors unless a greater percentage is required by the
organi c rul es;

(b) The board of directors must call a nenbers neeting to consider
the resolution, to be held not later than ninety days after adoption of
the resol ution; and

(c) The board of directors nust mail or otherwise transmt or
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deliver to each nenber in a record that conplies with section 508 of
this act:

(i) The resolution required by (a) of this subsection;

(iit) A recommendation that the nenbers vote in favor of the
resolution or, if the board determ nes that because of conflict of
interest or other special circunstances it should not nmake a favorable
recommendation, the basis of that determ nation; and

(ti1) Notice of the menbers neeting, which nust be given in the
sanme manner as notice of a special neeting of nmenbers.

(2) Subject to subsection (3) of this section, a resolution to
di ssol ve nust be approved by:

(a) At least two-thirds of the voting power of nmenbers present at
a nmenbers neeting called under subsection (1)(b) of this section; and

(b) If the limted cooperative association has investor nenbers, at
least a mpjority of the votes cast by patron nenbers, unless the
organic rules require a greater percentage.

(3) The organic rules may require that the percentage of votes
under subsection (2)(a) of this section is:

(a) A different percentage that is not less than a majority of
menbers voting at the neeting;

(b) Measured agai nst the voting power of all nenbers; or

(c) A conbination of (a) and (b) of this subsection.

NEW SECTI ON.  Sec. 1206. W NDI NG UP. (1) Alimted cooperative
associ ation continues after dissolution only for purposes of w nding up
its activities.

(2) In wnding up a limted cooperative association's activities,
the board of directors shall cause the association to:

(a) Discharge its liabilities, settle and close its activities, and
mar shal and distribute its assets;

(b) Preserve the association or its property as a going concern for
no nore than a reasonable tineg;

(c) Prosecute and defend actions and proceedi ngs;

(d) Transfer association property; and

(e) Performother necessary acts.

(3) After dissolution and upon application of a limted cooperative
associ ation, a nmenber, or a holder of financial rights, the superior
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court may order judicial supervision of the wnding up of the
association, including the appointnent of a person to wind up the
association's activities, if:

(a) After a reasonable tinme, the association has not wound up its
activities; or

(b) The applicant establishes other good cause.

(4) If a person is appointed pursuant to subsection (3) of this
section to wnd up the activities of a limted cooperative association,
the association shall pronptly deliver to the secretary of state for
filing an anmendnent to the articles of organization to reflect the
appoi nt nent .

NEW SECTION. Sec. 1207. DI STRIBUTION OF ASSETS IN WND NG UP
LIMTED COOPERATI VE ASSOCI ATI ON. (1) In winding up a limted
cooperative association's business, the association shall apply its
assets to discharge its obligations to creditors, including nenbers
that are creditors. The association shall apply any remai ning assets
to pay in noney the net anmount distributable to nenbers in accordance
with their right to distributions under subsection (2) of this section.

(2) Unless the organic rules otherwi se provide, in this subsection
"financial interests" neans the anounts recorded in the nanes of
menbers in the records of a |limted cooperative association at the tine
a distribution is made, including anobunts paid to becone a nenber,
anmounts allocated but not distributed to nenbers, and amounts of
distributions authorized but not yet paid to nenbers. Unl ess the
organic rules otherwise provide, each nenber is entitled to a
distribution from the association of any remaining assets in the
proportion of the nmenber's financial interests to the total financial
interests of the nenbers after all other obligations are satisfied.

NEW SECTION. Sec. 1208. KNOM CLAI M5 AGAI NST DI SSOLVED LI M TED
COOPERATI VE ASSCCI ATI ON. (1) Subject to subsection (4) of this
section, a dissolved |imted cooperative associ ation may di spose of the
known cl ainms against it by follow ng the procedure in subsections (2)
and (3) of this section.

(2) A dissolved |limted cooperative association may notify its
known cl ai mants of the dissolution in a record. The notice nust:

(a) Specify that a claimbe in a record,;
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(b) Specify the information required to be included in the claim

(c) Provide an address to which the claimnust be sent;

(d) State the deadline for receipt of the claim which my not be
| ess than one hundred twenty days after the date the notice is received
by the claimant; and

(e) State that the claim wll be barred if not received by the
deadl i ne.

(3) Aclaimagainst a dissolved limted cooperative association is
barred if the requirenents of subsection (2) of this section are net,
and:

(a) The association is not notified of the claimant's claim in a
record, by the deadline specified in the notice under subsection (2)(d)
of this section;

(b) I'n the case of a claimthat is tinely received but rejected by
t he association, the claimant does not commence an action to enforce
the claim against the association not later than ninety days after
recei pt of the notice of the rejection; or

(c) If a claimis tinmely received but is neither accepted nor
rejected by the association not later than one hundred twenty days
after the deadline for receipt of clainms, the claimant does not
commence an action to enforce the claimagainst the association:

(i) After the one hundred twenty-day period; and

(1i) Not later than ninety days after the one hundred twenty-day

peri od.
(4) 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.

NEW SECTION. Sec. 1209. OIHER CLAI MS AGAI NST DI SSOLVED LI M TED
COOPERATI VE = ASSCOCI ATI ON. (1) A dissolved I|imted cooperative
associ ation may publish notice of its dissolution and request persons
having clains against the association to present them in accordance
with the notice.

(2) A notice under subsection (1) of this section nust:

(a) Be published at Ieast once in a newspaper of general
circulation in the county in which the dissolved limted cooperative
association's principal office is located or, if the association does
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not have a principal office in this state, in the county in which the
associ ation's designated office is or was |ast | ocated;

(b) Describe the information required to be contained in a claim
and provide an address to which the claimis to be sent; and

(c) State that a claimagainst the association is barred unless an
action to enforce the claimis comenced not later than three years
after publication of the notice.

(3) If a dissolved limted cooperative association publishes a
notice in accordance with subsection (2) of this section, the claimof
each of the following claimants is barred unl ess the clai mant commences
an action to enforce the claim not later than three years after the
first publication date of the notice:

(a) Aclaimant that is entitled to but did not receive notice in a
record under section 1208 of this act; and

(b) A claimant whose claim is contingent or based on an event
occurring after the effective date of dissolution.

(4) A claimnot barred under this section may be enforced:

(a) Against a dissolved limted cooperative association, to the
extent of its undistributed assets; or

(b) If the association's assets have been distributed in connection
with winding up the association's activities against a nenber or hol der
of financial rights to the extent of that person's proportionate share
of the claimor the association's assets distributed to the person in
connection with the wi nding up, whichever is less. The person's total
ltability for all clains under this subsection shall not exceed the
total anount of assets distributed to the person as part of the w nding
up of the association.

NEW SECTI ON.  Sec. 1210. COURT PROCEEDI NG (1) Upon application
by a dissolved |limted cooperative association that has published a
noti ce under section 1209 of this act, the superior court in the county
where the association's principal office is located or, if the
associ ation does not have a principal office in this state where its
designated office in this state is |located, may determ ne the anount
and formof security to be provided for paynent of clainms against the
association that are contingent, have not been mde known to the
association, or are based on an event occurring after the effective
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date of dissolution but that, based on the facts known to the
association, are reasonably anticipated to arise after the effective
date of dissolution.

(2) Not later than ten days after filing an application under
subsection (1) of this section, a dissolved limted cooperative
associ ation shall give notice of the proceeding to each known cl ai mant
hol ding a contingent claim

(3) The court may appoint a representative in a proceedi ng brought
under this section to represent all claimnts whose identities are
unknown. The dissolved |limted cooperative association shall pay
reasonable fees and expenses of the representative, including all
reasonabl e attorneys' and expert w tness fees.

(4) Provision by the dissolved |imted cooperative association for
security in the amount and the formordered by the court satisfies the
association's obligations with respect to clains that are contingent,
have not been nmade known to the association, or are based on an event
occurring after the effective date of dissolution, and the clains my
not be enforced agai nst a nenber that received a distribution.

NEW SECTION. Sec. 1211. ADM N STRATIVE DI SSCLUTI ON. (1) The
secretary of state may dissolve a |limted cooperative association
admnistratively if the association does not:

(a) Pay, not later than sixty days after the due date, any fee,
tax, or penalty due to the secretary of state under this chapter; or

(b) Deliver not later than sixty days after the due date its annual
report to the secretary of state.

(2) If the secretary of state determ nes that a ground exists for
dissolving a |imted cooperative association admnistratively, the
secretary of state shall file a record of the determ nation and serve
the association wwth a copy of the record.

(3) If, not later than sixty days after service of a copy of the
secretary of state's determ nation wunder subsection (2) of this
section, the association does not correct each ground for dissolution
or denonstrate to the satisfaction of the secretary of state that each
uncorrected ground determ ned by the secretary of state does not exist,
the secretary of state shall dissolve the association admnistratively
by preparing and filing a declaration of dissolution that states the
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grounds for dissolution. The secretary of state shall serve the
association with a copy of the declaration.

(4) A limted cooperative association that has been dissolved
adm ni stratively continues its existence only for purposes of w nding
up its activities.

(5 The admnistrative dissolution of a |imted cooperative
associ ation does not termnate the authority of its agent for service
of process.

NEW SECTION. Sec. 1212. REINSTATEMENT FCOLLOWN NG ADM NI STRATI VE
DI SSOLUTI O\ (1) A limted cooperative association that has been
di ssolved adm nistratively may apply to the secretary of state for
reinstatenent not later than two years after the effective date of
di ssol uti on. The application nmust be delivered to the secretary of
state for filing and state:

(a) The nane of the association and the effective date of its
adm ni strative dissol ution;

(b) That the grounds for dissolution either did not exist or have
been el i m nated; and

(c) That the association's nanme satisfies the requirenents of
section 111 of this act.

(2) If the secretary of state determnes that an application
contains the information required by subsection (1) of this section and
that the information is correct, the secretary of state shall:

(a) Prepare a declaration of reinstatenent;

(b) File the original of the declaration; and

(c) Serve a copy of the declaration on the association.

(3) Wien reinstatenent under this section becones effective, it
relates back to and takes effect as of the effective date of the
adm ni strative dissolution, and the [imted cooperative associ ati on my
resunme or continue its activities as if the admnistrative dissolution
had not occurr ed.

NEW SECTI ON.  Sec. 1213. DEN AL OF REI NSTATEMENT; APPEAL. (1) If
the secretary of state denies a limted cooperative association's
application for reinstatenent foll ow ng adm ni strative di ssolution, 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.

Code Rev/BLP:rmh 60 Z-0852.1/08



© 00 N O Ol WDN P

[
o

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

31
32

33

(2) Not later than thirty days after service of a notice of denial
of reinstatenent by the secretary of state, a limted cooperative
associ ation may appeal the denial by petitioning the superior court of
Thurston county to set aside the dissolution. The petition nust 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
reinstatenent, and the secretary of state's notice of denial.

(3) The court may summarily order the secretary of state to
reinstate the dissolved cooperative association or nay take other
action the court considers appropriate.

NEW SECTI ON.  Sec. 1214. STATEMENT OF DI SSOLUTION. (1) Alimted
cooperative association that has dissolved or is about to dissolve may
deliver to the secretary of state for filing a statenment of dissolution
t hat states:

(a) The nane of the association;

(b) The date the association dissolved or will dissolve; and

(c) Any other information the association considers rel evant.

(2) A person has notice of a limted cooperative association's
di ssolution on the later of:

(a) Ninety days after a statenment of dissolutionis filed; or

(b) The effective date stated in the statenent of dissolution.

NEW SECTION. Sec. 1215. STATEMENT OF TERM NATI ON. (1) A
di ssolved |imted cooperative association that has conpl eted w ndi ng up
may deliver to the secretary of state for filing a statenent of
termnation that states:

(a) The nane of the association;

(b) The date of filing of its initial articles of organization; and

(c) That the association is term nated.

(2) The filing of a statenment of termnation does not itself
termnate the |imted cooperative association.

PART 13
ACTI ON BY MEMBER

NEW SECTI ON.  Sec. 1301. DERIVATIVE ACTION. A nenber may naintain
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a derivative action to enforce a right of a limted cooperative
association if:

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

(2) Any of the follow ng occur:

(a) The associ ation does not, not |later than ninety days after the
menber nakes the denmand, agree to bring the action;

(b) The association notifies the nenber that it has rejected the
demand;

(c) Irreparable harm to the association would result by waiting
ninety days after the nenber nakes the denmand; or

(d) The association agrees to bring an action demanded and fails to
bring the action wthin a reasonable tine.

NEW SECTION. Sec. 1302. PROPER PLAI NTI FF. (1) A derivative
action to enforce a right of a limted cooperative association my be
mai nt ai ned only by a person that:

(a) I's a nenber or a dissociated nenber at the tine the action is
commenced, and:

(1) Was a nenber when the conduct giving rise to the action
occurred; or

(i1) Wiose status as a nenber devol ved upon the person by operation
of law or the organic rules froma person that was a nenber at the tine
of the conduct; and

(b) Adequately represents the interests of the association.

(2) If the sole plaintiff in a derivative action dies while the
action is pending, the court may permt another nenber who neets the
requi renents of subsection (1) of this section to be substituted as
plaintiff.

NEW SECTION. Sec. 1303. PLEADI NG In a derivative action to
enforce a right of a limted cooperative association, the conplaint
nmust state:

(1) the date and content of the plaintiff's demand under section
1301(1) of this act and the association's response;

(2) If ninety days have not expired since the demand, how
irreparable harm to the association would result by waiting for the
expiration of ninety days; and
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(3) If the association agreed to bring an acti on denmanded, that the
action has not been brought within a reasonable tine.

NEW SECTION. Sec. 1304. APPROVAL FOR DI SCONTI NUANCE OR
SETTLEMENT. A derivative action to enforce a right of a limted
cooperative association may not be discontinued or settled w thout the
court's approval .

NEW SECTION. Sec. 1305. PROCEEDS AND EXPENSES. (1) Except as
ot herwi se provided in subsection (2) of this section:

(a) Any proceeds or other benefits of a derivative action to
enforce a right of a limted cooperative association, whether by
j udgnent, conprom se, or settlenent, belong to the association and not
to the plaintiff; and

(b) If the plaintiff in the derivative action receives any

pr oceeds, the plaintiff shall imediately remt them to the
associ ati on.

(2) If a derivative action to enforce a right of a limted
cooperative association is successful in whole or in part, the court
may award the plaintiff reasonable expenses, including reasonable

attorneys' fees and costs, fromthe recovery of the association.

PART 14
FOREI GN COOPERATI VES

NEW SECTI ON. Sec. 1401. GOVERNING LAW (1) The law of the state
or other jurisdiction under which a foreign cooperative is organized
governs relations anong the nenbers of the foreign cooperative and
bet ween the nenbers and the foreign cooperative.

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

(3) A certificate of authority does not authorize a foreign
cooperative to engage in any activity or exercise any power that a
limted cooperative association may not engage in or exercise in this
state.
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NEWSECTI ON.  Sec. 1402. APPLI CATI ON FOR CERTI FI CATE OF AUTHORI TY.
(1) A foreign cooperative nay apply for a certificate of authority by
delivering an application to the secretary of state for filing. The
application nust state:

(a) The nane of the foreign cooperative and, if the nane does not
conply with section 111 of this act, an alternative nanme adopted
pursuant to section 1405 of this act;

(b) The nane of the state or other jurisdiction under whose | aw t he
foreign cooperative is organi zed;

(c) 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
mai ntai n another office in that jurisdiction, the street address and,
if different, mailing address of the required office;

(d) The street address and, if different, miling address of the
foreign cooperative's designated office in this state, and the nane of
the foreign cooperative's agent for service of process at the
desi gnated office; and

(e) The nane, street address and, if different, mailing address of
each of the foreign cooperative's current directors and officers.

(2) A foreign cooperative shall deliver wth a conpleted
application under subsection (1) of this section a certificate of
exi stence or a simlar 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 | aw the foreign
cooperative is organi zed.

NEW SECTI ON. Sec. 1403. ACTIVITIES NOT CONSTI TUTI NG TRANSACTI NG
BUSI NESS. (1) Activities of a foreign cooperative that do not
constitute transacting business in this state under sections 1401
t hrough 1408 of this act include:

(a) Muaintaining, defending, and settling an action or proceeding;

(b) Holding neetings of the foreign cooperative's nenbers or
directors or carrying on any other activity concerning the foreign
cooperative's internal affairs;

(c) Maintaining accounts in financial institutions;

(d) Maintaining offices or agencies for the transfer, exchange, and
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registration of the foreign cooperative's own securities or maintaining
trustees or depositories with respect to those securities;

(e) Selling through independent contractors;

(f) Soliciting or obtaining orders, whether by mail or electronic
means, through enpl oyees, agents, or otherwise, if the orders require
acceptance outside this state before they becone contracts;

(g) Creating or acquiring indebtedness, nortgages, or security
interests in real or personal property;

(h) Securing or collecting debts or enforcing nortgages or other
security interests in property securing the debts, and holding,
protecting, and maintaining property so acquired,

(1) Conducting an isolated transaction that is conpleted within
thirty days and is not one in the course of simlar transactions; and

(Jj) Transacting business in interstate comrerce.

(2) For purposes of sections 1401 through 1408 of this act, the
ownership in this state of inconme-producing real property or tangible
personal property, other than property excluded under subsection (1) of
this section, constitutes transacting business in this state.

(3) This section does not apply in determning the contacts or
activities that may subject a foreign cooperative to service of
process, taxation, or regulation under law of this state other than
this chapter.

NEW SECTION. Sec. 1404. |SSUANCE OF CERTIFI CATE OF AUTHORITY.
Unl ess the secretary of state determnes that an application for a
certificate of authority does not conply with the filing requirenents
of this chapter, the secretary of state, upon paynent 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.

NEW SECTI ON.  Sec. 1405. NONCOVPLYI NG NAME OF FORElI GN COOPERATI VE.
(1) A foreign cooperative whose nane does not conply with section 111
of this act may not obtain a certificate of authority until it adopts,
for the purpose of transacting business in this state, an alternative
nane that conplies with section 111 of this act. A foreign cooperative
that adopts an alternative nane under this subsection and then obtains
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a certificate of authority with that name need not also conply with
chapter 19.80 RCW After obtaining a certificate of authority with an
alternative name, a foreign cooperative's business in this state nust
be transacted under that name unless the foreign cooperative is
aut hori zed under chapter 19.80 RCWto transact business in this state
under anot her nane.

(2) If a foreign cooperative authorized to transact business in
this state changes its nane to one that does not conply with section
111 of this act, it may not thereafter transact business in this state
until it conplies with subsection (1) of this section and obtains an
anmended certificate of authority.

NEW SECTION. Sec. 1406. REVOCATI ON OF CERTI FI CATE OF AUTHORI TY.
(1) Acertificate of authority may be revoked by the secretary of state
in the manner provided in subsection (2) of this section if the foreign
cooperative does not:

(a) Pay, not later than sixty days after the due date, any fee,
tax, or penalty due to the secretary of state under this chapter;

(b) Deliver, not later than sixty days after the due date, its
annual report;

(c) Appoint and maintain an agent for service of process; or

(d) Deliver for filing a statenment of change not later than thirty
days after a change has occurred in the nane of the agent or the
address of the foreign cooperative's designated office.

(2) 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
princi pal office. The notice nust state:

(a) The revocation's effective date, which nust be at |east sixty
days after the date the secretary of state sends the copy; and

(b) The foreign cooperative's nonconpliance that is the reason for
the revocati on.

(3) The authority of a foreign cooperative to transact business in
this state ceases on the effective date of the notice of revocation
unl ess before that date the foreign cooperative cures each failure to

Code Rev/BLP:rmh 66 Z-0852.1/08



©O© 00 N O Ol bW

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

23
24
25
26

27
28

29
30
31
32
33

conply stated in the notice. If the foreign cooperative cures the
failures, the secretary of state shall so indicate on the filed notice.

NEW SECTI ON.  Sec. 1407. CANCELLATI ON OF CERTI FI CATE OF AUTHORI TY;
EFFECT OF FAI LURE TO HAVE CERTI FI CATE. (1) To cancel its certificate
of authority, a foreign cooperative nust deliver to the secretary of
state for filing a notice of cancellation. The certificate is cancel ed
when the notice becones effective under section 203 of this act.

(2) 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.

(3) The failure of a foreign cooperative to have a certificate of
authority does not inpair 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.

(4) A nmenber 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 wthout a
certificate of authority.

(5 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.

NEW SECTI ON.  Sec. 1408. ACTION BY ATTORNEY GENERAL. The attorney
general may maintain an action to restrain a foreign cooperative from
transacting business in this state in violation of sections 1401
t hrough 1408 of this act.

PART 15
DI SPCSI TI ON OF ASSETS

NEW SECTION. Sec. 1501. DI SPCSITION OF ASSETS NOTI REQU RI NG
MEMBER APPROVAL. Unless the articles of organization otherw se
provi de, menber approval under section 1502 of this act is not required
for a limted cooperative association to:

(1) Sell, lease, exchange, |icense, or otherw se dispose of all or
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any part of the assets of the association in the usual and regular
course of business; or

(2) Mortgage, pledge, dedicate to the repaynent of indebtedness, or
encunber in any way all or any part of the assets of the association
whet her or not in the usual and regul ar course of business.

NEW SECTION.  Sec. 1502. MEMBER APPROVAL OF OTHER DI SPOSI TI ON OF
ASSETS. A sale, |ease, exchange, l|icense, or other disposition of
assets of a limted cooperative association, other than a disposition
described in section 1501 of this act, requires approval of the
associ ation's nmenbers under sections 1503 and 1504 of this act if the
di sposition |eaves the association wthout significant continuing
busi ness activity.

NEW SECTION. Sec. 1503. NOTICE AND ACTION ON DI SPOSI TION OF
ASSETS. For a |limted cooperative association to dispose of assets
under section 1502 of this act:

(1) Amjority of the board of directors, or a greater percentage
if required by the worganic rules, nust approve the proposed
di sposition; and

(2) The board of directors nust call a nmenbers neeting to consider
t he proposed disposition, hold the neeting not |ater than ninety days
after approval of the proposed disposition by the board, and mail or
otherwise transmt or deliver in a record to each nenber:

(a) The terns of the proposed disposition;

(b) A recommendation that the nmenbers approve the disposition, or
if the board determ nes that because of conflict of interest or other
special circunstances it should not nake a favorable recomendation
the basis for that determ nation;

(c) A statenment of any condition of the board' s subm ssion of the
proposed di sposition to the nenbers; and

(d) Notice of the nmeeting at which the proposed disposition will be
considered, which nust be given in the sanme manner as notice of a
speci al neeting of nenbers.

NEW SECTION. Sec. 1504. DI SPOSITION OF ASSETS. (1) Subject to
subsection (2) of this section, a disposition of assets under section
1502 of this act nmust be approved by:
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(a) At least two-thirds of the voting power of nmenbers present at
a nmenbers neeting called under section 1503(2) of this act; and

(b) If the limted cooperative association has investor nenbers, at
least a mpjority of the votes cast by patron nenbers, unless the
organic rules require a greater percentage vote by patron nenbers.

(2) The organic rules may require that the percentage of votes
under subsection (1)(a) of this section is:

(a) A different percentage that is not less than a majority of
menbers voting at the neeting;

(b) Measured agai nst the voting power of all nenbers; or

(c) A conbination of (a) and (b) of this section.

(3) Subject to any contractual obligations, after a disposition of
assets is approved and at any tine before the consummation of the
di sposition, a limted cooperative associati on may approve an anendnent
to the contract for disposition or the resolution authorizing the
di sposition or approve abandonnent of the disposition:

(a) As provided in the contract or the resolution; and

(b) Except as prohibited by the resolution, wth the sane
affirmati ve vote of the board of directors and of the nenbers as was
required to approve the disposition.

(4) The voting requirenents for districts, classes, or voting
groups under section 404 of this act apply to approval of a disposition
of assets under sections 1501 through 1504 of this act.

PART 16
CONVERSI ON AND MERGER

NEW SECTION. Sec. 1601. DEFINITIONS. The definitions in this
section apply throughout sections 1601 through 1612 of this act unless
the context clearly requires otherw se.

(1) "Constituent entity" neans an entity that is a party to a
ner ger.

(2) "Constituent limted cooperative association”™ neans a limted
cooperative association that is a party to a nerger.

(3) "Converted entity" nmeans the organization into which a
converting entity converts pursuant to sections 1602 through 1605 of
this act.
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(4) "Converting entity" means an entity that converts into another
entity pursuant to sections 1602 through 1605 of this act.

(5) "Converting limted cooperative association"” means a converting
entity that is a limted cooperative associ ati on.

(6) "Organizational docunents"” neans articles of incorporation,
byl aws, articles of organization, operating agreenents, partnership
agreenents, or other docunents serving a simlar 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 inposed, by operation of
| aw or otherwi se, on a person that co-owns or has an interest in the
entity:

(a) By the entity's organic |aw solely because of the person co-
owni ng or having an interest in the entity; or

(b) By the entity's organi zati onal docunments under a provision of
the entity's organic |aw authorizing those docunents to nake one or
nore 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 nore other
entities are nerged, whether the entity existed before the nmerger or is
created by the nerger.

NEW SECTI ON. Sec. 1602. CONVERSION. (1) An entity that is not a
limted cooperative association may convert to a limted cooperative
association and a limted cooperative association may convert to an
entity that is not a limted cooperative association pursuant to this
section, sections 1603 through 1605 of this act, and a plan of
conversion, if:

(a) The other entity's organic | aw authorizes the conversion;

(b) The conversion is not prohibited by the law of the jurisdiction
that enacted the other entity's organic |aw, and

(c) The other entity conplies with its organic lawin effecting the
conver si on.

(2) A plan of conversion nust be in a record and nust incl ude:

(a) The nane and formof the entity before conversion;

(b) The nane and formof the entity after conversion;
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(c) The terns and conditions of the conversion, including the
manner and basis for converting interests in the converting entity into
any conbi nati on of noney, interests in the converted entity, and other
consi deration; and

(d) The organi zati onal docunments of the proposed converted entity.

NEW SECTION. Sec. 1603. ACTION ON PLAN OF CONVERSION BY
CONVERTI NG LIMTED COOPERATI VE ASSCOCI ATI ON. (1) For a limted
cooperative association to convert to another entity, a plan of
conversi on nust 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 nust call a nenbers neeting to consider the plan of
conversion, hold the neeting not later than ninety days after approval
of the plan by the board, and mail or otherwise transmt or deliver in
a record to each nenber:

(a) The plan, or a summary of the plan and a statenent of the
manner in which a copy of the plan in a record may be reasonably
obt ai ned by a nenber;

(b) A recomendation that the nmnenbers approve the plan of
conversion, or if the board determ nes that because of a conflict of
interest or other circunstances it should not nake a favorable
recommendation, the basis for that determ nation

(c) A statenment of any condition of the board' s subm ssion of the
pl an of conversion to the nenbers; and

(d) Notice of the neeting at which the plan of conversion will be
consi dered, which nust be given in the sanme manner as notice of a
speci al neeting of nenbers.

(2) Subject to subsections (3) and (4) of this section, a plan of
conversion nmust be approved by:

(a) At least two-thirds of the voting power of nmenbers present at
a nenbers neeting called under subsection (1) of this section; and

(b) If the limted cooperative association has investor nenbers, at
least a mpjority of the votes cast by patron nenbers, unless the
organic rules require a greater percentage vote by patron nenbers.

(3) The organic rules may require that the percentage of votes
under subsection (2)(a) of this section is:

(a) A different percentage that is not less than a majority of
menbers voting at the neeting;
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(b) Measured agai nst the voting power of all nenbers; or

(c) A conbination of (a) and (b) of this subsection.

(4) The vote required to approve a plan of conversion may not be
| ess than the vote required for the nenbers of the |imted cooperative
association to anmend the articles of organization.

(5) Consent in a record to a plan of conversion by a nmenber nust be
delivered to the |imted cooperative association before delivery of
articles of conversion for filing if as a result of the conversion the
menber will have:

(a) Personal liability for an obligation of the association; or

(b) An obligation or liability for an additional contribution.

(6) Subject to subsection (5) of this section and any contractual
rights, after a conversion is approved and at any tinme before the
effective date of the conversion, a converting |imted cooperative
association may anend a plan of conversion or abandon the planned
conver si on:

(a) As provided in the plan; and

(b) Except as prohibited by the plan, by the sane affirnative vote
of the board of directors and of the nenbers as was required to approve
t he pl an.

(7) The voting requirenents for districts, classes, or voting
groups under section 404 of this act apply to approval of a conversion
under sections 1601 t hrough 1612 of this act.

NEW SECTION.  Sec. 1604. FILINGS REQU RED FOR CONVERSI ON;
EFFECTI VE DATE. (1) After a plan of conversion is approved:

(a) A converting limted cooperative association shall deliver to
the secretary of state for filing articles of conversion, which nust
i ncl ude:

(i) A statement that the Iimted cooperative association has been
converted into another entity;

(i1) The name and formof the converted entity and the jurisdiction
of its governing statute,;

(ti1) The date the conversion is effective under the governing
statute of the converted entity;

(iv) A statenent that the conversion was approved as required by
this chapter;
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(v) A statenent that the conversion was approved as required by the
governing statute of the converted entity; and

(vi) 1If 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 that the secretary of state may use for purposes
of section 120 of this act; and

(b) If the <converting entity is not a converting limted
cooperative association, the converting entity shall deliver to the
secretary of state for filing articles of organization, which nust
include, in addition to the information required by section 302 of this
act:

(1) A statenent that the association was converted from another
entity;

(ti) The name and form of the <converting entity and the
jurisdiction of its governing statute; and

(iii) A statenent that the conversion was approved in a manner that
conplied with the converting entity's governing statute.

(2) A conversion becones effective:

(a) If the converted entity is a limted cooperative association
when the articles of conversion take effect pursuant to section 203(3)
of this act; or

(b) If the <converted entity is not a Ilimted cooperative
association, as provided by the governing statute of the converted
entity.

NEW SECTI ON.  Sec. 1605. EFFECT OF CONVERSION. (1) An entity that
has been converted pursuant to sections 1601 through 1612 of this act
is for all purposes the sanme 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 |aw and
other law as it applies to the converted entity.

(2) When a conversion takes effect under sections 1601 through 1612
of this act:

(a) Al property owned by the converting entity remains vested in
the converted entity;

(b) Al debts, liabilities, and other obligations of the converting
entity continue as obligations of the converted entity;
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(c) An action or proceeding pending by or against the converting
entity may be continued as if the conversion had not occurred;

(d) Except as prohibited by other law, all the rights, privileges,
i mmuni ties, powers, and purposes of the converting entity remain vested
in the converted entity;

(e) Except as otherwise provided in the plan of conversion, the
terms and conditions of the plan of conversion take effect; and

(f) Except as otherw se provided in the plan of conversion, the
conversion does not dissolve a converting Ilimted cooperative
associ ation for purposes of sections 1201 through 1215 of this act.

(3) A converted entity that is an entity organi zed under the | aws
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 limted cooperative association if, before the conversion
the converting limted cooperative association was subject to suit in
this state on the obligation. A converted entity that is an entity
organi zed 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 sane manner and
with the sanme consequences as under section 120 (3) and (4) of this
act .

NEW SECTION. Sec. 1606. MERGER (1) One or nore limted
cooperative associations nay nerge with one or nore other entities
pursuant to sections 1601 through 1612 of this act and a plan of nerger
if:

(a) The governing statute of each of the other entities authorizes
t he nerger;

(b) The nmerger is not prohibited by the |aw of a jurisdiction that
enact ed any of those governing statutes; and

(c) Each of the other entities conplies with its governing statute
in effecting the nerger.

(2) A plan of nmerger must be in a record and nust include:

(a) The nane and form of each constituent entity;

(b) The nane and formof the surviving entity and, if the surviving
entity is to be created by the nerger, a statenent to that effect;
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(c) The terns and conditions of the nerger, including the manner
and basis for converting the interests in each constituent entity into
any conbi nation of noney, interests in the surviving entity, and other
consi derati on;

(d) If the surviving entity is to be created by the nerger, the
surviving entity's organi zati onal docunents;

(e) If the surviving entity is not to be created by the nerger, any
anendnents to be nmde by the nerger to the surviving entity's
or gani zati onal docunents; and

(f) If a nmenber of a constituent |limted cooperative association
wi |l have personal liability with respect to a surviving entity, the
identity of the nmenber by descriptive class or other reasonabl e manner.

NEW SECTION. Sec. 1607. NOTICE AND ACTION ON PLAN OF MERGER BY
CONSTI TUENT LIM TED COOPERATI VE ASSQOCI ATI ON. (1) For a limted
cooperative association to nerge wth another entity, a plan of nerger
must be approved by a mpjority vote of the board of directors or a
greater percentage if required by the association's organic rules.

(2) The board of directors shall call a nenbers neeting to consider
a plan of nerger approved by the board, hold the neeting not l|ater than
ninety days after approval of the plan by the board, and nail or
otherwi se transmt or deliver in a record to each nenber:

(a) The plan of nerger, or a sunmary of the plan and a statenent of
the manner in which a copy of the plan in a record nay be reasonably
obt ai ned by a nenber;

(b) A recommendation that the nmenbers approve the plan of nerger,
or if the board determnes that because of conflict of interest or
ot her  speci al circunstances it should not nmake a favorable
recommendation, the basis for that determ nation

(c) A statenment of any condition of the board' s subm ssion of the
pl an of nmerger to the menbers; and

(d) Notice of the neeting at which the plan of nerger wll be
considered, which nust be given in the sane manner as notice of a
speci al neeting of nenbers.

NEW SECTION. Sec. 1608. APPROVAL OR ABANDONMENT OF MERGER BY
VEMBERS. (1) Subject to subsections (2) and (3) of this section, a
pl an of nerger must be approved by:
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(a) At least two-thirds of the voting power of nmenbers present at
a nmenbers neeting called under section 1607(2) of this act; and

(b) If the limted cooperative association has investor nenbers, at
least a mpjority of the votes cast by patron nenbers, unless the
organic rules require a greater percentage vote by patron nenbers.

(2) The organic rules may provide that the percentage of votes
under subsection (1)(a) of this section is:

(a) A different percentage that is not less than a majority of
menbers voting at the neeting;

(b) Measured agai nst the voting power of all nenbers; or

(c) A conbination of (a) or (b) of this subsection.

(3) The vote required to approve a plan of nmerger may not be |ess
than the vote required for the nmenbers of the limted cooperative
association to anmend the articles of organization.

(4) Consent in a record to a plan of nerger by a nenber nust be
delivered to the |limted cooperative association before delivery of
articles of nmerger for filing pursuant to section 1609 of this act if
as a result of the nmerger the nenber will have:

(a) Personal liability for an obligation of the association; or

(b) An obligation or liability for an additional contribution.

(5) Subject to subsection (4) of this section and any contract ual
rights, after a nerger is approved, and at any tinme before the
effective date of the nmerger, a |limted cooperative association that is
a party to the nerger nmay approve an anendnent to the plan of nerger or
approve abandonnment of the planned nerger:

(a) As provided in the plan; and

(b) Except as prohibited by the plan, with the sane affirmative
vote of the board of directors and of the nenbers as was required to
approve the plan.

(6) The voting requirenents for districts, classes, or voting
groups under section 404 of this act apply to approval of a nerger
under sections 1601 through 1612 of this act.

NEW SECTION. Sec. 1609. FILINGS REQUI RED FOR MERGER, EFFECTI VE
DATE. (1) After each constituent entity has approved a nerger,
articles of nmerger nmust be signed on behalf of each constituent entity
by an authorized representative.

(2) The articles of nmerger nust include:
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(a) The name and form of each constituent entity and the
jurisdiction of its governing statute;

(b) The nanme and formof the surviving entity, the jurisdiction of
its governing statute, and, if the surviving entity is created by the
merger, a statenment to that effect;

(c) The date the nerger is effective under the governing statute of
the surviving entity;

(d) If the surviving entity is to be created by the nerger and:

(1) WIlI be a limted cooperative association, the Ilimted
cooperative association's articles of organization; or
(ri) WIIlI be an entity other than a Ilimted cooperative

associ ation, the organi zati onal docunent that creates the entity;

(e) If the surviving entity is not created by the nerger, any
amendnents provided for in the plan of nerger to the organi zationa
docunent that created the entity;

(f) A statement as to each constituent entity that the nerger was
approved as required by the entity's governing statute;

(g) 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 that the secretary of state
may use for the purposes of section 120 of this act; and

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

(3) Each limted cooperative association that is a party to a
merger shall deliver the articles of nerger to the secretary of state
for filing.

(4) A merger becones effective under sections 1601 through 1612 of
this act:

(a) If the surviving entity is a limted cooperative association
upon the later of:

(i) Conpliance with subsection (3) of this act; or

(i1) Subject to section 203(3) of this act, as specified in the
articles of nerger; or

(b) If the surviving entity is not a Ilimted cooperative
association, as provided by the governing statute of the surviving
entity.
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NEW SECTION. Sec. 1610. EFFECT OF MERGER (1) Wen a nerger
becones effective:

(a) The surviving entity continues or cones into existence;

(b) Each constituent entity that nmerges into the surviving entity
ceases to exist as a separate entity;

(c) Al property owned by each constituent entity that ceases to
exi st vests in the surviving entity;

(d) Al debts, liabilities, and other obligations of each
constituent entity that ceases to exist continue as obligations of the
surviving entity;

(e) An action or proceeding pending by or against any constituent
entity that ceases to exist may be continued as if the nmerger had not
occurr ed;

(f) Except as prohibited by law other than this chapter, all
rights, privil eges, i mmuni ties, power s, and purposes of each
constituent entity that ceases to exist vest in the surviving entity;

(g) Except as otherw se provided in the plan of merger, the terns
and conditions of the plan take effect;

(h) Except as otherwise provided in the plan of nerger, if a
merging limted cooperative association ceases to exist, the nerger
does not dissolve the association for purposes of sections 1201 through
1215 of this act;

(1) If the surviving entity is created by the nerger and:

(1) Is a Ilimted cooperative association, the articles of
or gani zati on becone effective; or

(ii) I's an entity other than a Iimted cooperative association, the
organi zati onal docunent that creates the entity becones effective; and

(j) If the surviving entity is not created by the nerger, any
amendnents made by the articles of nerger for the organizational
docunents of the surviving entity becone effective.

(2) A surviving entity that is an entity organi zed under the | aws
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 nmerger, the constituent entity was
subject to suit in this state on the obligation. A surviving entity
that is an entity organi zed 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
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pur poses of enforcing an obligation under this subsection. Service on
the secretary of state under this subsection is nmade in the same nmanner
and with the same consequences as in section 120 (3) and (4) of this
act .

NEW SECTI ON. Sec. 1611. CONSOLIDATION. (1) Constituent entities
that are limted cooperative associations or foreign cooperatives nay
agree to call a nerger a consolidation under sections 1601 through 1612
of this act.

(2) Al provisions governing nmergers or using the term nerger in
this chapter apply equally to nergers that the constituent entities
choose to call consolidations under subsection (1) of this section.

NEW SECTI ON. Sec. 1612. MERGER PROVISIONS NOT  EXCLUSI VE.
Sections 1601 through 1612 of this act do not prohibit a limted
cooperative association from being converted or nerged under |aw other
than this chapter.

PART 17
M SCELLANEQUS PROVI SI ONS

NEW  SECTION. Sec. 1701. UN FORM TY OF APPLI CATION  AND
CONSTRUCTI1 ON. In applying and construing this uniform act,
consideration nust be given to the need to pronote uniformty of the
law with respect to its subject matter anong states that enact it.

NEW SECTION. Sec. 1702. RELATION TO ELECTRONIC SIGNATURES I[N
GLOBAL AND NATI ONAL COMVERCE ACT. This chapter nodifies, limts, or
supersedes the federal electronic signatures in global and national
commerce act, 15 U.S.C. Sec. 7001 et seq., but does not nodify, limt,
or supersede section 101(c) of that act, 15 U S.C. Sec. 7001(c), or
authorize electronic delivery of any of the notices described in
section 103(b) of that act, 15 U.S.C. Sec. 7003(b).

NEW SECTION. Sec. 1703. SAVINGS CLAUSE. This chapter does not
af fect an action or proceedi ng coormenced, or right accrued, before the
effective date of this act.
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Sec. 1704. RCW 23.86.030 and 1989 ¢ 307 s 5 are each anmended to
read as foll ows:

(1) The nane of any association subject to this chapter nmay contain
the word "corporation,” "incorporated,” or "limted" or an abbreviation
of any such word.

(2) No corporation or association organized or doing business in
this state shall be entitled to use the term"cooperative" as a part of
its corporate or other business nane or title, unless it: (a) Is
subject to the provisions of this chapter, chapter 23.78, ((e+)) 31.12,
or 23.-- (sections 101 through 1703 of this act) RCW (b) is subject to
the provisions of chapter 24.06 RCW and operating on a cooperative
basis; (c) is, on July 23, 1989, an organization lawfully using the
term "cooperative" as part of its corporate or other business nanme or
title; or (d) is a nonprofit corporation or association the voting
menbers of which are corporations or associations operating on a
cooperative basis. Any corporation or association violating the
provisions of this section may be enjoined from doing business under
such nane at the instance of any nmenber or any association subject to
this chapter.

(3) A nenber of the board of directors or an officer of any
associ ation subject to this chapter shall have the sanme inmmunity from
l[iability as is granted in RCW 4. 24. 264.

NEW SECTION. Sec. 1705. Sections 101 through 1703 of this act
constitute a new chapter in Title 23 RCW

NEW SECTION. Sec. 1706. Captions and part headings used in this
act are not any part of the | aw

~-- END ---
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