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AGRICULTURAL MARKETIKG AND PURCHASING COOPERATIVES

This report discusses the present status of agricultural marketing
and purchasing cooperatives and outlines the changes which would result from
the enactment of House Bill Wo. 754 (H. D. 3) of 1947. The general subject
of cooperatives, and their advantages and disadvantages, is not within the

purview of this report.

Summary of Concluslons

The scope of operations of agricultural marketing end purchasing
cooperatives in the Territory are more limited than found on mainland United
Sﬁates.

H., B. No. 754 (H. D. 3) of 1947 corresponds closely to the Uni-
form Agricultural Cooperative Association Act, later reclassified as a
Model Act, and subsequently withdrawn, It substitutaé for the present law
a complete proecedure for the incorporatlion and operation of cooperatives.
Major changes which would be effected relate to the identity of incorpo-
rators, designation of persons eligible for membership, application of the
"blue sky law" to cooperative securities, authorization to maintain reserves
and surpluses, permission to service non-members, specification of voting
rights, provisions governing internal management, marketing contracts, and
partial exemption of cooperatives from taxes and of members from the compen-
sation-dividends tax,

Several minor incongruities of substance or syntax found in H. B.

No, 754 require revision,
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AGRICULTURAIL, MARKETING AND PURCHASING COOPERATIVES

1, Scope of Operaiions

Mainland United States: Although as early as 1851 a cooperative

asgociation for operating a cheese factory was founded in the United States,l
development of agricultural cooperatives in America has been slow. I is
only in relatively recent years that phenomenal growth has occurred, with
agricultural cooperatives assuming their present important role in the econ-
omy of the United States, It iz now probably no exaggeration to say that at
least half of the farmers in the important agricultural areas throughout the
United States are now associated with a cooperative enterprise of one kind or
. another.?

In the year 1915 there were 5,424 farmers! marketing and purchasing
cooperatives in the United States, representing 651,186 farmsr-members and
doing an annual busincas of $635,839,000, This latter figure was double the
business done in 1913, By 1926 these numbers had risen to 10,803 associations
serving 2,700,000 members and doing an annual volume of business of
$2,400,000,000, TFor the 1945-46 marketing seasor the egtimated number of
asgociations dropped to 10,150, but membership had risen to 5,010,000 and esti-
mated business had more than doubled itself, being $6,070,000,000.7

Grain, dry beans, rice, dairy products, fruits, and vegetables are
the products of greatest importance marketed by farmers! cooperatives., The
East and Wost North Central States have the bulk of the cooperatives, both in

number of associations, estimated membership, and estimated businesa:

1y, s. Dept. of Agr,, "Agricultural Coo;erative Associations, Marketing
and Purchasing, 1925", Tech. Bul, 40, p. 4 (1928).

Inter-Bureau Comnittee on Pogt War Programs, U, 8. Deft. of Agr., "Agri-
cultural Cooperatives in the Post War Period”, p. 3 (July, 1945). In addifion
to agricultural marketing and purchasing cooperatives, there are mutual irri-
gation companies; financed service cooperatives, purchasing asgociations, and
marketing associationa; dairy herd improvement associations; dairy bull assow-
clations; cooperative éairy—cattle artificial~breeding associations; grazing
associations; national farm loan associations; produciion credit associations;
banks for cooperatives; rural credit unions; farmers'! mutual fire insurance
companies; mutual telephone companies; electric power and light associations.

aﬂhdated, one page estimate of Ceoporative Research and Serviee Division,
Farm Credit Adm,, U. 3. Dept. of Agriculture., See table on next page..
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Table 1,--Farmers' Marketing and Purchasing Associations: Number, Esti-
mated membership and esiimated business,® 1945~46 marketing season.

Geographic division; Agssociations Estimated Estimated
group liated® membership buginegs®s L
Per- Per- Per-
Number | cent Number cent Thousands | cent
Geographic division: DR R e B
West North Central...J 4,060 | 40.0 | 1,600,360 | 31.9 | $1,807,630] 29.8
Fast North Central..., 2,360 { 23.3 | 1,357,100 27.1 1,352,920 | 22.3
Pacific......... i 631 8.2 259,890 5.2 975,940« 16,
Middle Atlantic....... 623 6.1 301,310 6.0 519,750 8.6
South Atlantie,.... .o 70 4.6 77,320 2.5 460,520 7.6
West South Central.... 03 7.9 00,010 0 343,440 5.6
MOUNAIN. vt vvennenrnd 565 | 5.6 250,460 | 5.0 291,110 | 4.6
New England........... | 159 1.6 119,140 2.4 197,980 3.3
Fast South Central..., 279 2.7 344,410 6.9 130,710 2.1
Totaleessvernnssoasd 10,150 {100.0 | 5,010,000 {100.0 | 6,070,000 {100.0
Marketing:
Cotton and products... 529 5.2 285,000 5.7 176,500 2.9
Dairy products........ 2,210 { 21.8 739,000 | 14,8 1,328,000 23.5
Fruits and vegetablss, 21 9.1 177,000 3.5 815,000 | 13.4
Grain, dry beans, ricd 2,256 ] 22.2 536,000 | 10,7 1,495,000 | 24.7
Livestocks .. vvrenna.d 618 | 6.1 800,000 | 16.0 705,000 | 11.6
Muts.eeu.. eserertaenna 43 A 62,700 1.3 176,500 2.9
Poultry and eggs...... 153 1.5 127,000 2.5 213,000 3.5
Tobacco..ivsseeninen.s 13 1 150,000 3.0 24,100 .é
Wool and mohair....... 130 1.3 116,000 2.3 34,000 .
MiscellaneousE........ 504 5.0 157,300 3.1 79,900 1.3
Total Marketing.,..)| 7,37¢ | 72.7 | 3,150,000 | 62.9 | 5,147,000 | 84.8
PUrchasing............ 2,772 | 27.3 | 1,860,000 | 37.1 923,0000 15.2
Total Marketing
and purchasing.... 10,150 {100,0 5,010,000 |100.0 6,070,000 {100,0

8Fgtimated memberghip and estimated business for each association is
credited to the State in which the association has its headquarters,

bA marketing season includes the period during which the farm products of
o specified year are moved inte the channels of trade. Marketing seasons
overlap.

CIncludes independent local assoclations, federations, large-scale cen-
traliged sgsociations and sales sngencies.

dTncludes members, contract membars, and shareholders, but does not in-
clude patrons not in these categories. fThere ig some duplication in these
membership figures due to the fact that some farmers belong to more than one
agsociation.)

8Includes some intra-association transactions.

fIncludes the value of commodities sold or purchased for patrons and the
service charges for associations rendering other essential services either in
marketing or purchasing.

BIncludes associations handling commodities not specified above, those
handling several itypes of commodities, and those furnishing specisl marketing
or related services.

hpfter making adjustments for the purchasing business of marketing as-
pociations and the marketing business of the purchasing asscciations it is
estimated that the total purchasing business was approximately $1,220,000,000
or 20,1 percent of total farmer cooperative business.

Source: Undated, one page estimate of Cooperative Research and Service Divi-
sion, Farm Credit Adm., U, 5. Dept., of Agr. S '
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It is convenient f{o classify agricultursl cooperatives as marketing
cooperatives or as‘purchasigg cooperatives, but this does not preclude associ-
ations whose activities are predominately concerned with marketing from also
engaging in purchasing for their members, and vice~versa, For the period
1943-44,, marketing of farm products for members by purchasing cooperatives
amounted to only 5.1% of their total business, and a similarly small pe;;entage
of purchasing was done by marketing cooperatives, However, for some groups of
marketing cooperatives, purchases vwere one-{ifth of their total business:

Table 2.--Percentage of marketing and purchasing by each group
of farmers! cooperative associatlons, 1943-44.

Group Marketing Purchasing Total
P.e.r e.e.n .t

Marketing cooperativea:
Cotton and products....... . 90.7 9.3 100,0
Dairy products..coeeecen.s . 97.2 2.8 100,0
Fruits and vegetables,..... 94.2 5.8 100.0
Grain, dry beans, rice..... 87.8 12.2 100.0
Livestock,.....v.vun.. ciraa 99.0 1.0 100.0
L - ‘e 99,6 o 100.0
Pouliry and eges.....vvvn.n 80.0 20.0 100.0
Tobacco...... Cieerreereras 96.5 3.5 100.0
Wool and mohalr crerraaens e 98.9 1.1 100,0
MiscellaneousS........ ferenne 78.2 21.8 100.0
Total Marketing.......... 93.2 6.8 100.0
Purchasing cocperatives...... 5.1 94.9 100,0

Total Marketing and

PuI‘ChaSiI'ig ----------- LI A '] 80-6 190[5— 10000

Source: Wanstall, Grece, "Statisties of Farmers' Marketing and Purchasing
Cooperatives 1944~45", Farm Credit Adm., U. S. Dept. of Agr. Misc.
Rep. No. 108, b. 41 (May, 1947).
In 1944 cooperatives did almost A% of all United States wholesale
business, 1.5% of all retail,4 For both the years 1944 and 1946 the dollay

volume of agricultural marketing cooperatives was a little over 20% of the

4"Blg Business Without Profit", Fortune, Vol. XXXII, No, 2, p 154
(August, 1945),



cash receipts from marketings by farmers.5 In the marketing of certain
commodities, farmers! cooperatives were sbreast or ahead of their commercial
competitors. For sxample, %hey sold over half of the citrus fruli#, 66% of
the’daﬁes, and 75 to 80% of the walnuts marketed in 1945-46, 1In terms of
Hawaiian agricultural products, sbout 30% of the totel mainland supply of milk
was marketed or utilived in ths manufacture of dairy products by farmers' co-
operatives in 1946, and they also produced about 40% of the butter; th;; ac—
counted for about 20% of the livestock, 15% of the turkeys, 10% of the eggs*
and 3% of the chickens#*. About 25 to 30% of mainland rice, 75% of the avo-
cados, and 7% of the truak crops¥* were handlsd by mainland farmers' coopera-
tives. This statistical sumaarization does not svaluate the effect of their
influence through the establishing of standards for products and services,

Territery of Fawaii: In the Territory, sgricultural cooperatives
have not enjoyed the same growth as on the mainland, This does not meen that
egoperation in agricultural pursuits is new to the Islands, In 1905 a coopera-
tive of some sort was suggested for thoe pineapple industry® and in 1913 st
least six mgriculturs]l assccictions had been organized on Kaual, Hawaii, and
Maui.7 A& swrvey of esricultaral coopsratives in the Terrifory in September,
1947, reveals the existence of 10 cooneratives, with a total membership of
about 915 persons.g

From the teble on the next page, it will be s®¢n that the Hawaii

Fermers Cooperative, Ltd,, of Honolulu, which is the oldést of all functioning

5This ratio may be as high as 22 or 23% at the present time, These
estimates, and those following, arc only rough approximations and were fur-
nished by letter davwed October 14, 1947, from the Cooperative Research and
Service Division, Farm Credit Adm., U. S, Dept. o Agr. Where an asterisk
is used, estimates for the 1944-45 period are the latest available.

6Emmeluth, Johii, "Cooperamtion in the Pineapple Industry", Hawaiian
Forester and Agricuituralist, Vel. 11, pp. 2514 (1905)

7Wilcox, E. V. "Co~operation Among Farmers", Thrum's Annual, 1914,
pp. 154~56,

€In addition, there are two egg oroducers' corporations with 95 members
which probably would become cooperatives upon the present cocperative law
being revised,



agricultural cooperatives here in the Terrifory, has had an existence of

only 14 years. With one other exception all the rest are less than five years
old, and the majority of ali agricﬁltural coocperatives are two years old or
less,

Table 3, Incorporated farmer cooperatives in the
Territory, September, 1947,

] . _ . 7 Date of 1947 1947
Nape and Location of Headquarters Incorporation |Membership | President
Hawail Farmers Cooperative, Lid, January, 1934 173 T, Okano
Honoluln
Koolau Farmers Cooperative, Lid. October, 1941 160 M, Uchibori
Kaneche
Maui Farmers Cooperative Exchange May, 1943 20 C. Koga
Kahului
Hilo Farmers Cooperative fxchanpge October, 1943 46 - -~ -
Hile
Oahu Hog Raisers Cooperative Ass'n May, 1945 175 Alvin Haley
Honclulu .
Maul Swine Growere Association Augunt, 1945 12(7) Mrg., Violet
Wailulu Harris
Maui Vegetable Growers Association August, 1945 60(2) T. Yamada
Kahului
Kauai Farmers Ccoperative, Ltd, November, 1945 14 K. Arashiro
Kapaa
Qahu Farmers Cooperative, Lid, February, 1946 80 Henry Chun
Honolulu
Hawaii Growers Cooperative, Ltd, April, 1947 175 R, Lindsey
Honolulu
Total - 10 Cooperativas 915 Members

T e

Source: lr, Ralph Elliott; Extension Economlst, Agricultural Extension
service, University of Hawaii,
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In 1946 there were some 3,922 commsrcial farms in the Territory,

excluding sugar and pineapp%e operations, although this figure is probably

a little inflated due to a few farms being listed under several sources of

income, In addition to these commercial farms there are swmall farms the
income from which is of relatively minor impertance to the owner and are
W&

not listad, as for example, the farm-home of the wage earnar who has 70

chickens in his backyard an§ aolls the eggs to supplement his wage income,
The number of these farm-homes is probably large, but it is debatable to what
sxtent their coperators should be classed as farmers,? Again execluding sugar
and pineapple operations, and disregarding thesc small farm-homes not large
enough to be classed as commercial farms, probably somewhere between a fourth
and a fifth of the farmers in the Territory are members of cooperatives.

In contrast to the mainland, no territorial dairy or poultry pro-
ducts are marketed through farmer ccoperatives, It is estimated that about
15%10 of the territorial volume of business in swine is now handled by co-
operatives, A larger volume of business is handled by fruit and vegetable
cooperatives, it being approximately 15% for Kauai, 20% for Oahu, 75% for

Hawail, and 85% for Maui at the present time, In terms of total territorial

For 1939, 42.1% of all farm operators reported work off their farms,
and 1,169 (23.6%) reported working 250 days or over for that year off their
farms. Territorial Table A. Work off Farm for Pay or Income, by Race and
by Tenure of Operator, 1939, 16th Census of the United States: 1940,
Agriculture, Hawaii, p. 11,

10Estimates of volume of business handled by territoriel cooperatives
furnished by Mr. Ralph Elliott, Extension Economist, Agricultural Extension
Service, University of Hawail,



Table 4.——Number of Farms in 1946 by Major

Source of Income

L)
Beef Cattle | Sh Das H Powltry | v oiiSr | gy Total
eef Cattle eep ai ogs : . ce or ota
County a a Q?y 2% g/ Veggtables, Coffee Honey Farms
and Nuts
Horth Hawaii...... 32 1l 2 4 8 a0 ==y 2 129
West Hawaii....... 31 - 2 ] 3 9 130 700/ - 875
East Hawaii....... 47 - 20 51 239 223 —_— 1 581
Total Hawaii.... 110 1 24, 58 256 433 700 3 1,585
Maui...oeenn-. e 52 - 9 70 54, 302 - 17 504
East Oalmt......... 3 - 17 15 25 350 - - 410
West Oghu....vvva. 11 - 1 58 23 142 - 13 248
South Oahit........ - - 24 228 309 213 —— 2 776
Total Oahu.....-. 14 - 42 301 357 705 - 15 1,434
Kauai and Niihan.. 38 1 7 79 70 110 278/ 4 336
Molokai and Lanai, 14 - 1 i3 11 12 — 63
Territory..... 228 2 83 521 748 1,568 727 45 3,922
SHerds over 20 bHerds over 10 €100 layers or more dooffee “Rice

Source: M946 Statistics of Diversified Agriculture in Hawaii," Agricultural Extension Circular #217, pp. 5, 6
(March, 1947).
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production for 1946,11 foughly 45% of all fruiis and vegetables, measured
either in dollars or pounds produced, would have been handled by territorial

cooperatives,

1lpageq upon Table 26.--Acreage, Production, and Wholesale Value of
Hawaiian Diversified Crops by Island of Origin. 1946 Statistics of Diversi-
fied Agriculture in Hawaii, Agriculture Extension Cireular #217, pp. 17, 18
(March, 1947).




2. Prdvisione of H, B. No. 754 of 1947

a. History

The National Conference of Commissioners on Uniform State Laws

adopted the Uniform Agricultursl Cooperstive Association Aet in 1936. In
»

the following year the State of Utah enacted the Uniform Lct, with modifi-
cations, but no other State followed suit until 1945. Meanwhile, the Nation-
al Conference redesignated the act ss a Model Acti? and in 1943 withdrew
it upon the recommendetion of the Conference's Committee on Review and Re-
vision of Uniform and Model fets, which reported:

"This is one of the Conference's Model Acts. It was approved in

1936 and has had only one adoption. It was enscted, with modifi-

cations, in Utsh in 1937, The Act was first called to the atten-

tion of the Confercnce in 1925 by one of the farm organizations,

Notwithstanding the interest of sgricultursl associstions in this

subject and the political power they can exert in farming areas,

the Act hes rececived scant attention.,! (Hendbock of the Nstion-
sl Conference of Commlaslioncrs on Uniform State Laws snd Proceed-

ings, 1943; pp. 66, 147, 148.)

The conferonce has not undertaken any work upon this subject mat-
ter since the withdrawalof the Act in 1943, In 1945 the State of Maine
aedopted the fet, so thet at the present time two states have legislation on
their statute books in the form proposed by tht National Confersnce., Probe-

ebly other states have legisletion encompessing many of the provisions in

the Netionsl Conference's Act, but nonec of them are sufficiently similar as

]

1207he distinction between o Uniform Act end a Model Act, in designa-
ticn by the Conference, 1s that where there is ¢ demand for en Act covering
e subject matter in a substantisl number of stotes, but where in the judg-
ment of the Conference, it is not & subject motter upon which uniformity is
necegsery or desirable, but where it would be helpful to kave legislation
which would tend toward uniformity, Acts on such subjects sre designated as
Model Acts." Quoted from o leticr of Mr., Burton H. Kuhns, Secretary of the
Netionel Conference, dated August 29, 1947.
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to be coreidered to heve adopted the Act,

In Appendix_Q of "this report, the National Conference Act is set
out at length, with delete type (e.g., detese) indiceting words and punctua-
tidén not found in H, B, No. 754 (H. D. 3) of 1947 and ﬁnderline type (e.g.,
underline) indicating matter added by the House Bil1, It would eppear that
H. B. No. 754 (H, D, 3) was drafted so as to confornm closely with the §L-
tional Conference Act, and that deviations from the Model fet sre relative-
1y minor and arise from loqal conditions requiring more specifie treatment,
In fact, proposed section 8281 of H. B, No. 754 would permit the bill to

be cited as the "Uniform Agricultural Cooperative Association Act M

b. Chenges Proposed by H, B, No, 75/

Present section €254 of Chapter 154 of the Revisged Laws of Hawaii
1945 now directs that agrieulturnl cooperastives "shall be formed in the men~
ner prescrited in, end be subject to, the provisions of Chapter 155, so fer
ac they are not inconsistent." Chapter 155 is concerned with the incorpor-
etion and operation of gencral business corporations, and of non-profit
corporations, as speeislly defined, the lotter teing granted charters by
the governor. As a result ol this refercnce, the rather incongruous situa-
tion has developed of agricultural cooperstives, which ars declared to be
non-profit corporations by Chopter 154, being incorporated under Chapter
155 not es non-profit corporations but in the sam~ mammer s=s general business
corporations rnd being subject to the same requirements.

The proposed new Chapter 154, s found in H, B, No, 754 (H, D. 3),
will terminate this, 4 complete incorporstion procedure will te contsined
in the chapter dealing speeifically with egricultursl cocperatives, o pro-.
cedure which ot times will closely correspond with thst now followed, and
et other times will parallel it but differ in detzil, In Appendix 1 there

is o section~bv-secetion compsrison of the proviglions of the proposed bill
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with the present pertinent sections now found in the Revised Laws, Care-
ful consideration~of the present with the proposed law, &s outlined in this
appendix, will reveal many differencos which appesr to be of relatively
minor importence and which will not be trented herec. In addition, numerous
chenges in terminology mey in fact embody no change in substance, the new
lenguage serving to clothe powers or duties inherently implied at the ﬂre-
sent. Ag = resuli, only those differences which seem to be of fundemental

importence are considered in this report.

Incorporators--&t present, o majority of the incorporators of en sgricule-

tursl cooperative are required to be residents of the Territory end there
opperently is no cuthorization for one conperative to be an incorporator
of snother, The residence requirement 1ls removed by proposed section #8253,
snd suthorization for z cooperctive to serve ns an incorporator of another
is added.

This change facilitates the establishing of interlocking coopera=
tives, with several kinds of coopersiives superimposed upen the local
cooperative composed of preducers of agricultursl products, The present
power of & cooperative to become a member of another (present section £255),
which is continued by the proposed bill, is thus augmented. Made possible
would be en orgenizational structure such as that of the Cslifornis Fruit
Growers Exchénge: approximetely 14,000 citrus growers are members of 200
locel packing units, 153 of which are cooperative ascociations of citrus
growers; the locel packing units ere in turn members of 25 district ex-
chenges, all of them incorporated cooperative associations; and the latter

through their representatives are members of the Celifornis Frult Growers

Exchange.l3 The effcets might be considersd in the light of experience in

13Foge1berg, Nephture and McKay, A.W, "The Citrus Industry and the Ca-
lifornia Fruit Growers Exchange System", Circular C-121 of the Farm Credit
Administration, pp. 20-29 (June, 1940). ’
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mainland United Stetes where there are at least ten national manufacturing,
finance and management_cooﬁeratives, owned by abcut 575 regicnal coopera-

tives, which esre in turn owhed by approximetely 13,500 local cooperatives.14

Membera--Present section 8255 limits eligibility for membership to producers
of the sgriculturel products to be handled by or through the cooperetiye.
Proposed section 8261 appeers to enlarge the group by deleting the limita-
tion that the member's product be of a nature to be handled by the coopera-
tive. Thus, & cattle grower might join a truck crop producers' cooperative
to obtain the benefit of purchases through the cooperative if permitted by

the cooperative's crticles and by-laws.

Blue Sky Lsw--Present section 8266 exempts agricultvrsl cooperatives from
the "blue sky law"-~chapter 174 of the Revised Lows of Heweil 1945. This
exemption is not contained in H. B, 754 of 1947, snd in its absence it ap-

pears thet cooperatives would be subject to the blue sky law.1?

Reserves and surplus--Although present section 8260 suthorizes a coopera-

tive to invest its reserve fund in certain types of rgal estste and first
mortgages, the Attorney General ruled on June 13, 1946, that if s coopera-
tive accumulztes a surplus, it is lisble to a tax on the salec of the produce
of memters and on sales of goods to members under the general excise tax

law, (Chapter 101 of the Revised Laws of Hawail 1945).16 This opinion had

the indirect result of discouraging the building of surpluses or reserves

by cooperativés. Proposed section 8260 (II-d) expressly authorlzes esteblish-

ing surpluses and rescrves, and this, together with the cooperetive's

14National Tax Equality Association "lLegsl Tax Dodging and Its Effect
on Growth and Competition®, p. 11 (Feb., 1947).

lsHulbert, L,5. "Legel Phases of Cooperative Associations", Bulletin
No. 50 of the Farm Credit Administretion, p. 35 (Mey, 1942).

16Letter of Bhoda Lewis, Aseistant Attorney Genercl, to Willism Bortih-
wick, Tax Commiscioner, dated June 13, 1946. '
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exemption from taxation (p. 15, below), will reverse both the rule and effect

of the Attorney General's dpinion.

¥

Services for non-memberg--The opinion of the Attornsy General previocusly

referred to also ruled that in the Territory an agricultural cocperative
cannot deal in the produce of non-members. Federal statutes applicabl%;to
agricultural cooperatives evince a uniform policy permitting non-member
business, but this is not true of the State acts, Some of them are silent,
and 1t would appear that an association incorporated under them may freely
transaot business with members and non-members., Generally, however, State
statutes. either prohibit a cooperative from doing business with non-members
or provide that non-member business sghall not exceed in value the amount of
business transacted for membars,Ll?

*Proposeﬁ gection 8260 (II-h) will nullify the Attorney General's
opinion. It will authorize dealing in products of non-members and furnish-
ing services and supplies to them in an amount not greater than products
dealt ir of members, or services and supplies furnished to them., An addi-
tional limitation is also contained confining purchascs in any one year for
persons who are neithsr members nor producers to 15% of the v@lue of total
purchases., Beth these requirements can be traced to federal acts giving tax
exemptions or other benefits to associations meeting either or both of them,

The Capper-Volstead Act (exempting agricultural cooperatives from
the anti-trust statutes) contains the 50% maximum rule (7 U.S.C. 291) as
do both the Agricultursl Marketing Act, as amended (12 U.S.C. 1141j(a))
and section 101 of the Internal Revenue Code (26 U,S5.C.A. 101) exempting co-

operatives from taxation. The Internal Revenue Code section also contains

17Hulbert, L. S, "Legal Fhases of Cooperative Associations", Bulletin
No. 50 of the Fsrm Credit Administration, p. 171 (May, 1942).



the 15% maximum rule.,

Voting rightg~-Members of agricultural cooperatives organized without capital
stock now are limited to one vote, each, upon any subject pertéining to menage-
ment, business or affairs of the cooperative (present section 8256); there is
no similar provision relating to cooperatives crganized with capital stbck,
Under proposed section 8261(e), unless the ariticles of incorporation other-
wise provide, all members of both stock and non-stock cooperatives will be
limited to one vote. The ﬁroposed gection doeg not gualify the subjects to
which the one-member-one-voite rule is applicable. Helders of preferred

stock will not have voting rights (proposed section 8262(e)) nor be members

of & cooperative solely because of holding such stock (proposed section

8252(g)).

Internal management of cooperatives--Several provisions apparently designed

to obiain democracy of internal mansgement are incorporated in H. B, 754.
Proposed section 8263 would réquire a special meeting to be called upon

10% of the members filing & petition with the secretary demanding the meet-
ing and specifying the business to be considered. Propesed section 8265
establishes a procedure for removal of a dirsctor upon pstitien, notice, and
vote. If permitted by the articles or by-laws, two-fifths of the directors
may force the referral of a matter of policy adopted by the board of direc-
tors to the members for their approval before the board's decision becomes
effective (proposed section 8268).

At present, voluntary dissclution may be accomplished upon a three-
fourth vote of all voting stock, or, in the case of non-stock cooperatives,
by the vote of not less than three-fourths of the members present at the
dissolution meeting (present section 8352), The rinimum three-fourth vote

for dissolution would he replaced in H. B, 754 by a requirement of "two-
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thirds of the voting power voting thereon" (proposed section £272), This
appeers both to lewer the minimum votes required end to treat stock coopera~
tives like non-stock coopefétives by utilizing as the maximum the vote cast

and not all voting stock issued and outstanding.

Harketing Contracts~--Present section 8257 permits a marketing contractj;c
run for a perioed not exceeding fifteen years. Breach of the contract may

be prevented and specifiec performance to compel its observance may be ob-
tained through recourse to equity jurisdiction of the courts. Proposed sec-
tion E£269 vould establish a procedure for withdrawal from such contracts
after three years by withdrewing from the assoclation, Also, the scope of
the contract is broadened to permit binding the member to purchase through
the assoclation,

Upon recording the contract with the Bureau of Conveyasnces, con-
structive notice will be given to all of the cooperative's title or right to
the product embraced in the contract, which will be superior to all rights
or liens not acquired through the cooperative (proposed section £269). To
further insure the contract's efficecy, proposed section £270 will make 1t
a misdemeanor, with minimum punishment of 4100 fine, to induce violation of

& marketing contract, or to slander the cooperative,

Taxation--Agricultural cooperatives are granted a large degree of tax immunity
under proposed section 8277, which imposes an annual license fee of ten Aol
lars M"in lieu of all other corperation, franchise and income taxes and taxes
and charges upon reserves held . . ., for distribution to members", Coopera-
tives are specifically granted exemption from the consumption iax, general

exclse tax,lg income tax, and personal property tax (repeal of latter tax

18The Attorney General ruled on June 13, 1946, that a cooperative was
not exempt from the general excise tax (as provided by section 5459) if it

?ccumulated a surplus., nor to the extent to which it traded with non-members.
See pp. 12 and 13, above.) .
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effective January 1, 1948). By implication, dividends they may receive are
also exempted from the com@ensation and dividends tax, declared by the Hawaiil

Supreme Court to be a Mspedial income tax" (Yernian v. Hawail, 1942, 35 Haw,

855). The elimination of present section 8264 would relieve cooperative
assoclations from the payment of corporation fees,l9 other than tha ten doi-
lar annuel license fee, s

The effect of section 8277, then, would be to exempt agricultural
cooperatives from all territorial taxes but those on real property, the
vehicle welight tax, the fuel tax, and, if they engaged in the sale of such
commodities, the tobacco and liquor taxes, Exemption of cooperatives from
unemployment compensation contributions imposed by Chapter 74 does not seem
to be intended by the proposed legislation.

Foreign cooperative corporations, permitted by Act 235 of the 1947
legislative session to organize, usc cooperative names, and do business in .
the Territory as cooperatives, are afforded identical tax privileges under
proposed sections 8276 and 8277, upon payment of the annual license fes of
ten dollars, All foreign corporations except insurance companies and chari-
table institutions must now pay an annual license fee of one hundred dollars
(present section 8393).

Distributions of earnings made by farm cooperative associations
are exempted from the bompensation and dividends tax by proposed section 8277,
This is the sole tax immunity granted to the memberg of the agricultural co-
operatives, leaving them liable for other lsvies imposed by the Territory

upon their business and personal earnings. In particular, receipts of

19Under present sections 8264 and 8351, cooperatives organized as cor-
poretions must pay, in addition to the recording fecs, taxes of twenty cents
per thousand dollars of capital stock for the certificate of incorporation
or upon increasing their authorized capital stock, or upon extending or re-
newing their corporate existence. Annual filing fees of ten dollars and other
fees for amending organization certificates, voluntary dissolution, ete,, are
also imposed.
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cooperative distributions might be taxed directly under the income tax, if
treated as a "gain, profit; or income," or may be reflected in a larger tax-
able income, if conaidered gs reductions of the cost of farm supplies pur-
chaéed through the cooperatives. If, however, patronage returns are made
upon purchases of consumera' good and these returns are not congidered a
"gain, profit, or income," the distributlon would not be in any way td;able.

Specific income tax exemptions comparable with those extended under
proposed section 8277 are afforded to agricultural cooperatives by twenty-
three states?0 and by the District of Columbia. In California, Kentucky,
New Mexico, Oklahoma, and Virginia, farm ccoperatives are deemed "non-profit
organizations", and are therefore implicitly, although not specifically,
granted tax exemption, while in Connecticut all companies exempt from the
federal income tax (see below) are tax-free., The income tax of Pennsylvania?l
apprlies to cooperatives having a corporate form, as does that of Maryland.
Patronage refunds, however, are not included in taxable income under the
Maryland levy.

In general, state legislation permitting the organization of in-
come-tax-exempt farmers' coopsratives has followed the chief provisions of
the federal Internal Revenue Code, Sesction 101 of ithe Code exempts from the
federal income tax "farmers', fruit growers', or like associations organized
and operated on a cooperative basis", provided (a) the annual dividend on
capital stock does not exceed eight per cent; and (b) purchases and sales on

behalf of non-members do not exceed the value of purchases and sales to

2001 abama, Arizona, Arkansas, Oolorado, Georgia, Idaho, Iowa, Kansas,
Louigiana, Massachusetts, Minnesota, Mississippi, Missouri, Montana, ¥ew York,
North Carolina, North Dakota, Oregon, South Carolina, Tennessee, Utah, Ver-
mont; end Wisconsin.

21Pennsylvania in 1945 imposed a tax of four per cent upen the net In-
come of incorporated farmers' cooperatives (Act 360, 1945 Laws). 4 four per
cent tax 1s also levied against corporations in general,
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members, and do not congtitute more than fifteen per cent of all its transac-
tions.?? Similar restrictions are established by proposed sections 2262(b)
and 8260(II-h), respectivel&.

Among the states having a gross income or occupations tax, Indiana
and New Mexico do not tax agricultural cooperatives., No provigion is made
for tax exemption to cooperative organizations under the cccupational égoss
income levies imposed by Arizona, Washington, and West Virginia,

The statutes of seven states -~ Arkansas, Kansas, Maryland, New
Hampshire, New York, Ohio, and Tennessee -- contain provisions similar to
that of proposed section 8277, in requiring a ten dollar annual fee Min lieu
of all franchise, license or corporation taxes or taxes or charges upon re-
gerves held by it for members! (Chio Code, 10186~29; New Hampshire, Revised

Laws, Chapter 273-48). Iowa exempts farm cooperatives from her corporate

income tax, upon payment of an annual license fee of cne dollar,

220n the meinland e heated controversy is now centering arcund this
exemption of cooperatives from the federal inceome tax,



3, Errata

As a by;product of the consideration of H. B. 754 (H, D. 3) of
1947 several minor matters were found which would sesm to need corrsction
prior to the bill's enactment, This does not indicate faulty draftsmenship
for inevitably, upon close scfutiny of most measures, minor incongruities

of gubsgtance or syntax will appear., 411 references are to proposed sections:

Section 8258: Thigs scction now refers to "articles of‘;ncorgora—

tion." All referenceas should be changed to "articles of assoclation" te
comply with the definition contained in section 2352(j) and changes made in

terminology by section B257.

Section 8260(II-j)}: Section 8257 (ec) sets the maximum 1life of a

cooperative at fifty years, Consequently, some other time limit, presumsably
"fifty years," must be substituted for the worda in parenthesis in the sub-
section of section #260 dealing with powers, and reading: "(j) To continue
as a corporation for the time limit in its articles, and if no time 1limit is

specified {then perpetually)."

Section 9269(IV-h): There is an erronesous cross-reference in the

fourth sentence of this sub-gsection. Probably what is intended is that the
wordg "The Bureau of Conveyances" be read in place of the word "They" which
starts the gentence. It is suggested that the fifth sentence start a new

paragraph so ad to indieate the two subjects of this gub-section,

Section £272: The major sub-divisions of this section are indicated

by roman numerals, "I" should precede the first "(a)", but is omitted.

Section B273: HNo doubit due to the inclusion of the nane of the

body with which the cooperative is to file its report, an error in gyntax
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occurred in the 4th line. It 1s suggested that the words "an annual" be

added prier to the word "réport" on the 4th line of thils section,

%
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APPENDIX 1.

COMPARISON QF H.B. NO. 754 OF 1947, AS LAST LAST AMENDED, WITH
PRESENT CHAPTER 15/ AND OTHER PERTINENT PROVISIONS OF THE
REVISED LAWS OF HAWAII 1945 RELATING TO COOPERATIVES,

New chapter 154 of the Revised Laws of Hawali 1945, as proposed by
H.B. Ko, 754, H.D. 3, incorporates almost verbatim many of the provisions now
contained in the present chapter 154 relating to cooperatives, In addition,
with few exceptions, the balance of present chapter 154 is covered by sections
of ‘new chapter 154 through different or more complete statutory directions.,
The few statutory provisions which appear %o be eliminated are present sections
8259, 8263, and 8266, Present section 8259 grants power to the cooperative to
purchase its own stock, a power which does not appear to be duplicated in the
provisions of the new chapter. Likewiase eliminated is present section 8263
which empowers the bank examiner %o preseribe the manner for keeping corporate
bocks and to anmually audit them., Finally, no provision is found comparable to
present section 8266 exempting cooperatives from the securities act.

Proposed Sec, 8251, Declaration pf policy:s New, This might be compared
with the "purposes" of associations as contained in the last portion
of present section 8253,

Propoged Sec, 8252. Definitiong:

(a) "Agricultural products" as defined will include same products as
now covered under present section 8252,

(b) MAssociation", us defined by present section 8252, is limited to
domestie corporations, but present scction 8254 permits foreign
corporations "duly organized as a cooperative® under State law to
do business in the Territory. Proposod section 8252 defines
"agsociation" to include domestic corporations and foreign corpo-
rations authorized to do business in the Territory if they are
organizad as cooperative associztions and confine their operations
and resirict the return on thelr stock or membarghip capital in
manner applicable to assocations organized under chapter.,

(c) '"Domestic association”, New.

(d) "Foreign association, lNew,

(e} “This Act". New

(f) Associations deemed non-profit corporations, Proposed section
8252 has same declaration as present section 2252 but states
reasons differently.

(g) '"Momber", Same as present section 8252.

(h) M"Person'. Same as present section 3252,

(1) "Board". New.

(i) "Articles". New.
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Proposed Sec, 8253. Qualifications of Incorporators: Present section 8251
requires majority of incorporators to be residents and all incorporators
to be engaged in production of agricultural products. Present gSaction
8255 permits cooperatives to become members in other associations, but
apperently does not authorize them to be original incorporatorsz. Pro-
posed section eliminates residence requirement, and also permits two
or more associations of such producers to form an association,

Proposed Sec, 8254, Purposes:

(a) Proposed section adds "producing", "assembling®, "buying",
"manufacturing”, "blending" and "warshousing" agricultural products
to other activitieg listed. Probably they are now included by
implication in present section 8253,

(b) Defines "supplies" which can be manufactured, bought, ete,, as
"gericultural and household"; pregent sectlon 8253 merely refers
to "supplies", Also specifically included in the propeosed sube
saction are feed, fertilizer and fuel,

(¢) Furnishing business or sducationsl services to members, New,
(d) Financing, Same as present section 8253,

Proposed Ssc. 8255. Articles of Assoclation: At present, section 8254 directs
the formation of the croperative in the manner prescribed for ordinary
corporations (Chapter 155) "so far as . . . not inconsistent", Pro-
posed sections 8255 and following spell cnt the complete procedure to
be observed, in general adding directions vhere ithe ordinary incorpo-

-ration law {Chapter 155} is inapplicable c» silent,

The-general requirement contained in Chapter 155 for filing a
-~ supporting affidavit showing information concerning shares subseribed
for, price, amount of capital paid in by cwuch subseriber, and subsecribers!
“names is not included, Likewise deleted are the requirements that 75%
of the authorized capital stock must be subseribed for prior to commence-
ment of business and 10% must be paid in.

Proposed section 8255 should be compared to present section 8305,

~Propoged Sec, 8256, Name: Same as present section 8254.

Proposed Sec, 8257, Filing and Recording Articlea of Associstion:

(a) Reoording in office of Treasurer. Same as present section 8307,
(b} ~Filing with board of commissioners of agriculture and forestry. New

---{¢} -Corporate existence; maximum 1ife 50 ycars. Same as present section

8309,
(d) No constructive notice of articles. New
{e) PFees. Same as present section 8264.

v _foposed Sec, 8258, Amendments of Articles of Inesrporation: Proposed sec-
tion should be compared with present sectioa 8315,

¥



Proposed Sec, 8259, By-laws: Proposed section should be compared with
present sections 2335 and 8336,

Proposed Sec, 8260, FPowers:, Proposed section should be compared with present
gecs, 8338-8342. Moré particularly:

I. Compare with present section 8339,
II. (a) Act as agent, ete. New

(b) To make contracts and exercise incidental powers, Compare
with present sections 8328(5) and 2339,

(c) To make loans, to acqulre evidences of debt, but not engage in
banking. The last portion of present section 8262 and present
gsection £341 now duplicate in part.

(d) Reserves and surplus, Implied in part by present section 8260.

(e) To hold membership or stock in cther associations and corpo-
rations. Partially covered by present section 8255 permitting

aasoclation to become member in ancther association.

(f) To acquire, mortgage, and dlspose of property. Same as present
section 8332(4). See also present section 8262.

(g) To borrow monoy and give note, eic. Covered by present
seection 8262,

{h) Maximum services for non-members. New

(1) Corporate seal, Same as present section 8333(3).

(j} Corporate existence, Same as rrasent section 3333(1).

(k) To sue in corporate name. Sams as present section 8338(2).

(1) To conduct business in end cut of Territory. New, but probably
inherent in other powers.

(m) To dissolve and wind up. Present scction 8352 permits.

Proposed Sec. 8261. Members:

(z) Persons eligible. Present section 8255 limits members to persons
engaged in production of agricultural products to be handled by
the association. Proposed section 82061 enlarges class to include
any bona fide producer of agricultural products.

{b) Maximum ownesrship by one perscon, Hew
(e) Loss of membership., Compare last sentence of section 8255,

(d) Member's personal liambility. Proposed subsectlion is broader than
present pection 8346.
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(e) Voting rights. Present section 2256 limits members of non-stock
agsociations to pne vots on questions concerning management, bugi-
ness or affairs of the association. Froposed subgection prohibits
all members from,having more than one vote on any question, unless
articles otherwise provide,

Proposed Sec, 8262, Certificates, Transfers, Dividends, Preferred Stock:

(a) Iassuance of certificate, voting and holding office prior to full
payment, New

(b) Dividends cn stock., Compare with present section 8261(2).
(¢) Apportionment of net incoeme on basis of patronage. Proposed sec-
tion permits distribution te non-members, and at different rates;

compare with present seetion 8261(1),

(d) Withdrawel from association, The last sentence of present section
8255 covers,

(e) Preferred stock. Compare with present section 8321,

Proposed Scc, 8263, General and Special Meetings: Now, Compare with present
gections 2332,01 and 8332,02,

Proposed Sec, #264. Directors: Minimum number of three dirsctors now fixed
by present section &304; present section 2305 requires the names of
initial directors to be stated in articles. Rest appears New,

Proposed Sec, 8265. Removal of Direciors: New

Proposed Sec, 8266, Officers: New

Proposed Sec. 8267. Removal of officers: New

Proposed Sec. 8268, Referendum on Matters of Folicy: New

Propoged Sec, B26Y, Contracts between Association and Members:

I. Contract. Present section 8257 provides for marketing contracts
covering selling through the association for periods not exceeding
15 years. Such contracts can run with and bind products from
specific parcels of land, notwithatanding title to the land may be
transferred, The proposed section eliminates the running-with-the-
land clause, limlts maximum term of contract to three years, after
which the member may withdraw, and enlarges scope of contract to
inelude purchasing through the assceiation,

YI. Damages for breach, Same us presant swotion #258(1),

III. Fquitsble relief. Same as prescnt section 8258(2), with elimina-
tion for running-with-the-land featura,

IV, Recording contracts. New

Froposed Sec, €270. Misdemeanor to Induce Breach of Marketing Contract or
to Spread False Rumors, New




Proposed Sec. 8271. Associations Not in Restraint of Trade:

(&) Not in restraint of trade, Same as present section 8265.
(b) Acquiring and disseminating data. New
(c¢) Production adjustment, New

Proposed Sec. 8272, Voluntary Disgolution: Compare with present sections
8352, 835/-8357, In place of vote of 3/ of issued and outstanding
stock having voting povwer, or vote of 3/4 of members present at meeting
when non-stock corporation (present Sec. 2352), "2/3 of the voting power
voting thereon" is declared sufficient for dissolution, Publication of
notice is not prescribed. No provision is made for involuntary dise
aolution,

Proposed Sec. 8273, Annual Reportg: Comparc wiih present sections 8349 and
8350, Proposed sectlion specifiecs da*ta required; how Treszsurer deter—
mines information to be included.

Proposed Sec, £274. Application to Existing Associations: New

Proposed Sec. 8275. Saving Clause: New

Proposed Sec, 8274. Foreign fgscoclations: Covered in part by last sentence of
present section 8254, Instezd of forelgn cooperative paying $50 ad-
mittance fee and 100 annual license fee (prosent sections 8392 and 8393)
will pay same fees as domegtic ccopsratives,

Proposed Sec. 8277. Taxation: Annual license fee of $10 to be paid in lieu
ef all other texstion. Hew

Proposed Sec. 827¢. Extensions and Renewals: FPresent section 8314 (which
proposed section incorporates by reference) now applies.

Propogsed Sec., 8279, Constitutionality: New

Proposed Sec, £280., Uniformity of Interprotation: Wew

Proposed Sec. 8281, Short Title: New
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APPENDIX 2.

THIFORM AGRICULTURAL COQPERATIVE ASSCCIATION
ACT COMPARED TO H. B. NO. 754 (H.D. 3) OF 1947.
(dedese=words not in H,B.754; underlineswords added by H.B.754)

%

Sec, & B251. Declaration of Policy. It is the declared policy of this
S4ate Territory, as one means of improving the economic position of agricul-
ture, to encourage the organization of producers of agricultural products inte
affective associations under the control of such producers, and to that end
this Act should be liberally construed. r

Sec, 2 8252. Definitions, As used in this Aet, unless the context or
subject matier requires otherwise:

(a) "Agricultural products" ghall include floricultural, horticulturel,
viticultural, forestry, nut, coffees, dairy, livestock, poultry, bee and any
farm or plantation products.

(b) ‘"Association" means e any corporation organized under this Act, or
a similar domestic corporation, or a foreign association or corporation if
authorized to do business in this Sia%e Territory, organized under any general
or special act as a cooperative association for the mutual benefit of its mem-
bers, as agricultural producers, and which confines its operations to purposes
authorized by this Act and restricts the return on the stock or membership
capital and the amount of its business with non-members to the limits placed
thereon by this Act for associations organized hereunder.

(c) '"Domestic association" means an association or corporation formed
under the laws of this S4ate the Territory.

(d) "Foreign association" means an association or corporation not
formed under the laws of this S%ete Territory.

(e) "This Act" means the "Uniform Agricultural Cooperative Association
Aectr,

(f) Associations shall be classified as an deemed %o be non-profit
corporations, inasmuch as their primary object is not to pey dividends on in-
vested capital, but to render service and provide means and facilities by or
through which the producers of agricultural products may receive a reasonable
and fair return for their products.

(g) "Member" ghall includes the holder of a membership in an associa-
tion without capital stoek and/or the holder of common stock in an essociation
organized with capital stock.

(h) "Person" shall includes sm individualg, & partnerships, a corpora-
tiong and am associationg,

(i) "Board" means the board of directors.
(3} "Articles" means the Articles of Fneerpessiien Association.

Sec. 3 £253. Qualifications of Incorporators. Five or more adult per-

~ sons, engaged in agriculture as bona fide producers of agriculturel products,

or two or more associations of such producers, may form an association



under this chapter.

Sec, & 8254. Purposé&. Such association may be organized for the
purpose of engaging in any cooperative activity for producers of agricultural
preducts in connection withey

(a) Producing, aséembling, narketing, buying or selling agricultural
products, or harvesting, preserving, drying, processing, manufacturing, blend-
ing, canning, packing, ginning, grading, storing, warehousing, handling,
shipping, or utilizing such producis, or manufacturing or marketing the SO7~
products thereof;

(b) Manufacturing, buying for or supplying to its members machinery,
equipment, feed, fertilizer, fuel, seeds and other agricultural and household
supplies;

£Ie) Genopating and disiwvibuiing oleeirieal eneorgy and furnishing
tolephone serviees e iie members, upen eemplying wiih the exicting previsiens
of law appiiaeable 40 ether businesscs ef like kiné?;

{8} (c) Performing or furnishing business or educational services, on
& cooperative bagis, for or to its members;

{e3 (d) Financing any of the above enumerated activities for its
members,

Sec. 5 8255. Articles of Inmeevpewratien Association.  Articles of
ineeorperatien assoclation shall be signed f%n—quaéraplieatg? by each of the
incorporators and acknowledged by at least three of them, if natural persons,
and by the President and Secretary £ of associations, before any officer
sauthorized to take acknowledgments, and shall s%aie contain the following
particulars:

(a) The name of the association, which msy e® may med ghall include the
word "cooperative." %he ce»permic meme shall ned be the sene as, new deeep-
$ively similer e, dhe Reme of ony asceeiaiicn or corpovaiien deing business
e dhe Stete, uniess the wridtien eonsent of suaek eiher poseeiadier ey esrpe-
patien, %o ithe aéep%&en ef suoh Remey 38 filed with ke awiieles im Hhe
effiae of ike ;Seeretary ef S%atg?.

(b) The place of its prineipal office, which shall be in the Terri-

tory;
{b3 I35 {(¢) The purposes and powers of tho association

{e} I4s (d} The proposed duration of the associastion;

{8} The leecabion and pest effige address of iis rogisiered office
in $his S4ate; (c) The names and addresses of the persons who are to act
as_the initial directors and officers of the association;

{e} (f) The names and post office addresses of the incorporators,
and if organized with capital stock, a statement of the number of. shares
- subseribed by each, which shall not be less than one, and the class of shares
for which each subacribes;
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££3 The mames of ihe fiwat diveotera and heiw Fo 55 effiee sddweases,
(g) Whether organized with or without capital stock; and if organized with
capital stock the -total authorized number of par value sharss and the par
value of each share, and if,any of its shares have no par value, the authorized
number of such shares; and if more than one class of stock is authorized, a
description of the classes of shares, the number of shares in each class, the
relatlve rights, preferences and restrictions granted to or impossd upon the
shares of each class, and the dividends to which each class shall be entitled;

(h) If organized without capital stock, whether the property rights
and interests of each member are cqual or unequalj if unequal, the rule by
which such rights and interests shall be determined;

(1) The articles may also contain any other provisions, consistent with
law for regulating the associations's business or the conduct of itas affairs,
the establishment of voting districts, the election of delegates to represent
such districts and the members residing therein, for voting by proxy, and the
isguance, retirement and transfer of memberships and stock,

Sec, 8256. Name, IThe provigions of section 8306 shall apply to
asgociations formed under this chapter, and no corporation not orpanized here-
under shall use the word ‘cooperative' as s part of itg name, provided, how-
gver that nothing herein contained shall be construed to apply to any corpo-
ration duly organized as a cooperative under the laws of any state or of the
Digtrict of Columbla so long as such corporation complies with the provigions
of chapter 157. (BEd, Note: Sec Model Aet Sec. 25 following propnsed Seec,

8275.)

Sec. 6 8257. Filing and Recording Articles of Ineewpesasisn Agsocia-
tion, ete. ZIsguing Ceriificate of Incovpevasien,

fad £§uaépupliea%e epiginals sﬁ? tke ariieles ef inoovperaiien shell
be deiivored 4o ihe £§ee¥e%afy of Stases/ If ihe égeeyetary of Sta%g? £3nds
that ihe apiieles eeaform ie law, ke shall f%a% the endersement of hia apprevw-
at en _sseh sek, andl when all foes_and ohavges have been patd as Peguived by
aw éze ahal%? £ile égné aeea¥§7 Zene of gusk seis eg? the apiieles im his
sffiee, and shall i95u0 and reserd a gewdifieais o2 inaerpewation,

(a) The articles of agsociation, charters and any certificates of
amendment thereof shall be recorded in the office of the treasurer of the
Territory in a _book to be kept for the purpose, which shall at all times
during business hours be open to the inspection of the public Without charg,

{b} Upen she issusmes of Lhe sopsifiease of ineorperaitien the eempa-
Pate exisienes skall begin,

(b) A cortified copy of said articles or of a certificate of incorpo-
ration issued by the Treasurer shall be filed with *he board of commigsioners
of agriculture and forestry,

{8} The sertifigaia ef ineerperaision, £Zege%hey with %he vemaining
805 of the artioles bgaring +he endorsspens of ihe Laed and doed of filing
in ike effies of ihe fgeeyetayy of_State/f shell be woturned te the ingerpe-
Paters er their represeniativa, gane 8f 3ha sets of the ewviicles of inserpe-—
ratien ghall ithen be f£iled seesaéqé? in the effies af tks ﬁﬁeeeyéef of Dosdp
ef she eounty ism whiek ihe rogretovad oLfiee of-ihs asoeeiatien is situsted
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£;H§ ere ged shetl be filed with she Lemmigpience ef AgpieH}%uyg;, end Lhe
ethoy pheli be =oimined by ihe asssetatiens

(e) _On_the filing of the articles of associstion with the Treasurer,
the persons who have subgeribed the articles, their associates, successorg
and_assigns, shall thereafter be decmed to be and be a body corporate by the
name and stylo.provided in saild articles; shgll have succession and corperate
gxigtence for such term as shall have been agreed upon, not to exceed Fifty
Yyears; shall have all of the powers and he subject to all of the liabilities
provided for in this chapter; and shall be subject to 21l general laws then
affective or thereafier enacted in regard to such associations.

(d) Wo person dealing with the association shall be charged with
constructive notice of the contents of the articles or amendments thereto
by reason of such filing or recording.

{e} Ter £ilimg ariieles of ineerperation an asgoeiedien shadd say 4o
tha deere%ayy ef s%atg? £$197O§?, tegether with ikhe annuel lieensa fes whieh
shall be due fer 4ho euvmant und gueeeceding gquerters of the fiseal year, Fem
Filing the eepies of ihe spilales widh ko LHegewdar of Degégz 3% shadl pay
4o the fReaerdsr of Deedgl a foe of L31.007,

(e} An_associstion organized under the vrovisions of this chaptor
shall be subject to the provision of sectlon 8351, relating to the payment of
fees by corporations to the troasurer.

Sec, ¥ 8252, Amendmonts of Artieles of Incorperation.

(a) An association may awend its articles of incorporation by the
affirmative vote of two-thirds ef the members voting thereon at any regular
meeting, or at a special meeting called for the purpeose, or if the association
permits 1ts members to vote on the basis of patronage, by the affirmative
vote of a majority of the members and of two-thirds of the patronage, voting
thereon. A written or printed notice of the proposed amendment and of the
time and place of holding such mestings shall bs deliverad to cach member, or
mailed to his last known address zs shown by the books of the agsociation, at
least thirty days prior to any such meetings. ¥No amendment effecting the pro-
ferential riphts of any outstanding stock shall be adopted wuntil the writien
consent of the holders of two-thirds of the outstanding preference shares has
been obtained,

{53 4afier an amendment kas been edopsed, aritieles ef amendment shall
ke prapavesd fga quaéauﬁl&@a%e;? setbing ferth ths anendmond and-ihe adopbien
shereef, ond shell be gigned and gwers 3o by the sresidont er wiae grosidand
and by the iveasupar er geerciary or assisibnd seeretary, and-filsd f;eeeydegz
and endorded a9 in the eags of sriginal ardieles of inaerporatien, Feoy filing

voeerding) an umsnpdment 3o ihs ariislos ihe agsceiasitisn shall pay 48 Lhe
Seezesery of Staiol a fus of fU5.00/, and e the (Rooorder of Daedgl a faa
of 48300/,

(b) After an amondmont has been adopted, articles of amendment shall
be_signed and sworn to by the president or vice pregident and by ths treasurer
or_secretary or agsistant secretary, and filed as in the case of articles
of agsociation, including the payment of fees. :

Sec., € 8259, By-laws, Ths mombers of the Association, within thirty
days after its incorporation, shall adopt by-laws not inconsistent with law oz
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the articles, and they may alter and amend the same from time to time. The
by-laws must be adopted by & majority of the members voting thereon, or

if the association permits its members to vote on the bamis of patronage then
by a majority of wembers and a majority of the patronage, voting thereon,

The by-laws may also provide for:

(a) The time, place and menner of calling and conducting meetings
of the members, and the number of members thet shall constitute a quorum;

{b) The menner of voting and the condition upon which members mpy
vote at goneral and speclal meetings and by mail or by delegates electéd by
district groups or other associations, and the voting power of votea based on
patronage;

{¢) Subject to any provision thereon in the articles and in this Aet,
the number, qualifications, compensatlon, duties and terms of office of di-
rectors and officers; the time of their electlion and the mede and manner of
giving notiee thercof;

(d) The time, place and manner for calling and holding meetings of
the directors and executive committee, and the number that shall constitute a
guorur;

{e) Rules consistent with law and the articles for the management
of the association, the establishment of voting districts, the making of
contracts, the issuance, retirement and transfer of stock, and the relative
rights, interests and preferences of members and shareholders;

(f) Penalties for violations of the by~laws,
See,9 8260, Powers,

I. An association formed under this Act, or an association which might be
formed under this Act and which existed at the time this Act took effect,
shall have the capacity to act possessed by natural persons, but such associ-
ation ahall have authority to perform only such acts a3 are necessary or
proper to accomplish the purposes as set forth in its articles and which are
not ropugnant to law,

IT. Without limiting or enlarging the grant of authority contained in
subdivision I of this section, it is hereby spscifically provided that every
such assoclatlon shall have authority:

(a) To act as agert, broker or attorney in fact for its members, and
for any subsidiary or affiliated association, and otherwise to assist or
Join with associations engaged in any one or more of the activities authorized
by its articles, and to hold title for its members and for subsidisry and
affiliated associations to property handled or managed by the association on
their behsalrf,

(b) To make contracts, and to exercise by its board or duly authorized
officers or agents, all such incidental powers as may be necessary, suitabls
or proper for the accomplishment of the purposes of the association and nct
inconsistent with lawv or its articles, and that may be conducive to or ex-
pedient for the interest or benefit of the association,




(¢) To make loans or advances to members or producer-patrons or to
the members of an association which is itself a member or subsidiary thereof;
to purchase, or otherwise acquire, endorse, discount or sell any svidence
of debt, obligation or security, but it shall not engage in banking.

(d) To establish and accumulate reserves and surplus to capital,

(e) To own and hold membership in or sharcs of the capital stock
of other associations and corporations and the bonds or othsr obligations
thereof, engaged in any related activity; or, in produecing, warchousing or
marketing any of the products handled by the associatlon; or, in financing
its activities, and while the owner thereof, to exsrcise all the rights of
ownership, including the right to vote thereon,

(f) To acquire, hold, sell, disposs of, pledge or mortgage, any
property which its purposes may require, subject to any limitation prescribed
by law or its articles.

(g) To borrow money and to give its notes, bonds, or other obligations
therefor and secure the payment thereof by mortgage or pledge.

(h) To deal in products of, and handle machinery, equipment, supplies
and perform services for non-members to an amount not greater in annusl value
than such as are dealt in, handled or performed for or on behalf of its mem-
bers, but the value of the anmial purchases made for persons who are neither
members nor producers shall not exceed fifteen per centum of the value of all
its purchases.

(1) To have a corporate seal and to alter the same at pleasure,

(]) To continue as a corporation for the time limit in its articles,
and if no time limit is specified (then perpetually).

(k) To sue and be sued in its corporate name,

(1) 7o conduct business in this edaete Territory and elsewhere as may
be permitted by law.

(m) To dissolve and wind up its affairs.
Sec, 20 8261, Members.,

(a) An agsociation may admit as members only bona fide producers of
agricultural products, including tenants and landlords receiving a share of
the crop, and cooperative associations of such producers. The incorporators
named in the articles are thereby made members of the association, and they
shall pay for their membership or stock the same amount and in the same manner
as may be required in the case of other members,

(b) The articles may limit the amount of common stock which a member
may own,

(c) Under the terms and conditions prescribed in the by-laws, a member
shall lose his membership if he ceases to belong teo the class eligible to
membership under this section, but he shall remain subject to eny liability
incurred by him while a member of the association,
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(d) No member shall be personally liable for any debt or 1liability
of the association, ‘

(e) Unless the artiecles otherwise provide, no member shall have more
than cne vote, !

Sec. 11 8262, Membership or Stock Certificates, Transfers, Dividends,
Preferred Stock.

(a) No certificate for membership or stock shall be issued until
fully paid for, but by-laws may provide that a member may vote and hold of-
fice prior to payment in full for his membership or stock,

(b) Dividends in excess of eight per centum on the actual cash value
of the consideration received by the association shall not be paid on common
or preferred stock or membership capital, but dividends may be cumilative,

(¢) Net income in excess of dividends and additions to reserves and
surplus shall be distributed on the basis of patronage, and the books of
the agssociation shall show the interest of members in the reserves and sur-
plus., The distribution of the net income may be restricted to members or ba
made at the same or a different rate for members and non-members, The by=-
lgws may provide that eny distribution to a non-member, eligible for member-
ship, may be eredited to such non-member until the amount thercof equals
the value of a membership certificate or a share of the association's common
stock,

{8) The by-laws shall fix a time within which & member shall receive
from the association, after he has notified the association of his withdrawal,
or after the adoption of a resolution by the board terminating his membership,
the value in money of his membership interest in the association as appraised
by the board of directors. If the board of directors shall approve the
member's designation of a transferee of his membership interest, the associa-
tion shall be under no obligation to pay him the value of his interest.

(e) An association may issue preferred stock to members and none
members, Preferred stock may be redeemed or retired by the association on
guch terms and conditions as may be provided in the articles and printed on
the stock certificate., Preferred stockholders shall not be entitled to vote,
but no change in their priority or preference rights shall be effective until
the written consent of the holders of two-thirds of the preferred stock has
been obtained. Payment for preferred stock may be made in cash, services or
property on the basis of the fair value of the stock, services and property
as determined by the board.

Sec. 22 8263. General and Special Meetings. How called., Within
thirty days after the incorporation of en association the members thereof
shall hold an organization meeting at a time and place fixed by the temporary
board of directors., Not less than ten days' written notice thereof shall be
given to sach member, An association may provide in its by-laws for one or
more regular meetings each year, which may be held within e» witheu$ ihe
S4ate Torritory at the time and place designated in the by-laws. Special
meetings of the members may be called by the board of directors, and it shall
be their duty to czll such meetings when ten per centum of the members file
with the secretary a petition demanding a special meeting and spscifying the
business to be considered at such meeting. Notice of all meetings, except
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as otherwise provided by law or the articles or by-laws, shall be mailed to
each member at least ten days prior to the meeting, and in case of special
meetings the notice shall state the purposes for which it is called, but the
by-laws may require that all notices, except of proposed amendments to the
articles shall be given by publication in a periodical published by or for
the association, to which substantially all its members are subscribers, or
in a newspaper or newspapers whose combined circulation is general in the
territory in which the association operates.

Sec., 23 8264. Directors. P

.

I. The business of the agsvociation shall be managed by a board of not less
than three directors; al lesast two-thirds of the directors shall be members
of the association or officers, directors or members of a member assoclation.
A director shall hold office for the term for which he was named or elected
and until his successor is elected and qualified.

II. The names of the first direcltors shall be stated in the articles., Their
successors shall be elected by the members at the first meeting of the menbers
held after the incorporation of the association.

III. The number, qualifications, torms of office, manner of election, time
and place of meeting and the powers and duties of the directors may, subject
to the provisions of this Act, be prescribed by the articles or by-laws,.
Except as otherwise prescribed in the articles or by-laws:

(a) A director shall be elected for a term of one year.

(b) Vacanecies in the hoard, other than by expiration of term, shall
be filled by the remaining members of the board, unless the by-laws provide
for the election of directors by districts, in which case the board shall
call a apecial meeting of the members in the distriet to elect a person
gualified to fill the vacancy. A director elected by the remaining members
of the board shall serve until his successor is elected by the members, who
may make such election at the next annuasl meeting of the members or at any
special meeting called and held prior thersto.

IV. The by-laws may provide, if not restricted by the articles, that the
territory in which the association has menbsrs shall be divided into districts
and that the directors shall be elected acecdrding to such districts, either
directly or by district delegates elected by the members in that district,

In such case, the by-laws shall specify, or vest in the board of directors
authority to determine, the number of directors to be elected by each dis-
triet and the manner and methed of apporticning the directors and of dis-
tricting and redistricting the territory covered by the associaticn., The
by-laws may provide that primary elections shall be held in each district to
nominate the directors apportioned thereto and that the result of all such
primary clections may be ratified by the next regular meeting of the associa-
tion or may be considered as a final election,

V., The by~laws may provide for an executive commiites to be elected by the
board of directors from their number and may allot to such committee all the
functions and powers of the board subject to its general direction and control,

Sec. 34 8265, Removal of Director, Any member may ask for the re-
moval of a director by filing charges with the secretary or president of the
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asgociation, together with a petition signed by five per centum of the
members requesting the removal of the director in question., The removal
shall be voted upon at the next meeting of the members, and by two-thirds

of the voting power voting thereon the association may remove the director.
The director whose removal 1s requested shall be served with a copy of the
charges not less than ten days prior to the meeting and shall have an oppor-
tunity at the meeting to be heard in person and by counsel and to present
evidence; and the pesrsons reguesting the removal of a director shall have the
same opportunity. In case the by-laws provide for election of directors

by districts, then the petition for removal of a director must be signed by
twenty per centum of the members residing in the district from which hé was
elected. The board must call a special meeting of the members residing in
that district to consider the removal of the director; and by twoethirds

of the voting power of the members of that district voting thereon the di-
rector in question shall be removed from office.

Sec. 35 8266, Officers. Tho board shall elect a president, a secrc-
tary and a treasurer, and may elect one or more vice presidents, and such
other officers as may be authorized in the by-laws, The president and at
least one of the vice presidents must bs members and directors, but a vice
president who is not a director cannot succead to or fill the office of
president. Any two of the officers of vice president, secretary and
treasurer may be combined in one person,

Sec. 26 8267. Removal of Officer. Any member may bring charges of
misconduct or incompetency against an officer by filing them with the secre-
tary or president of the association, together with a petition signed by ten
per centum of the members requesting the removal of the officer in question.
The directors shall vote upon the removal of the officer at the first meeting
of the board held after the hearing on the charges, and the officer may be
removed by a majority votc, notwithstonding any contract the officer may have
with the agsociation, which shall terminate upon his removal, anything in the
contract to the contrary notwithstanding. The officer against whom such
charges are made shall bec served with a copy of the charges not less than ten
days prior to the meeting, and shall have an opportunity at the meeting to
be heard in person and by counsel, end to present evidence, and the persons
making the charges shall have the same opportunity.

Sec, 17 8268, {ﬁeferendug?. £The articles or by-~laws may provide that
upon demand of Zzwo—fifths o§7 all the directors, any matter of policy that
has been approved or passed by the board must be referred to the members for
their approval before it becomes effective. No referendum shall be allowed
unless it is demanded by the required number of directors at the meeting at
which the matter of policy in question is adopted;?

Sec. %8 2262, Contracts between Association and Members.

I. Period, Withdrawal, The by-laws may require members to execute contracts
with the association in which the members agree to patronize the facilities
created by the association, and to sell all or a specified part of their pro-
ducts to or through it, or to buy all or a specified part of their supplies
from or through the association or any facilities created by it. If the
members contract to sell to the association, the fact that for certain purposes
the relation between the association and its members may be one of agency
shall not prevent the passage from the member to the association of absolute
and exclusive title to the products which are the subject-matter of the con-
tract. Such title shall pass to the association upon delivery of the product,
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or at any other time specified in the contract. If the period of the con-
tract exceeds three years, the by-laws and the conlracts executed thereunder
shall specify a reasonable period, not less than £€wenty dayg?, in each year,
after the third year, during which the member, by giving to the association
such reasonable notice as the associstion may prescribe, may withdraw from
the association., In the absence of such a withdrawal provision, a member
may withdraw at any time after three years.

II, Damages for Breach. The contract may fix, as liquidated damages, which
shall not be regarded as penalties, specific sums to be paid by the wembers

to the associaticn upon the bresch of any provision of the contract, regarding
the use of any facilities of the association or the sale, delivery, handling
or withholding of products; and may further provide that the member who
breaks his contraect shall pay all costs, including premiums for bonds, and
reasonabls attorney's fees, to be Tixed by the court, in case the association
prevails in any action upon the contract.

III. Egquitable Relief. A court of competent jurisdiction may grant an in-
junction to prevent the breach of the contract by a member and may decres
specific performance thereof, Pending the adjudication of such an action

and upon Pfiling a verified complaint showing the breach or threatened breach,
and a bond in such form and amount as may be approved by the court, the court
may grant a temporary restraining order or preliminary injunction against

the member.

IV, Recording Contracts, The association may file contracts to gell agri-
cultural_products to or through the association in the office of the £§egis$ep
of Beeég? of ihe eeuntr in whisk ike preduets eve predueed PBureau of Con-
veyances. If the association has uniform contracts with mors than one member
in any county, it may, in lieu of filing the original contracts, file the
affidavit of 1ts presldent, vice president or secrstary, containing or having
atteched thereto:

(a) A true copy of the uniform contract entered into with its members
producing such product in that county;

(b) The names of the members who have executed such contract and a
deseription of the land on which the product is produced, if such description
is contained in the contract. The association may file from time to time
thereafter affidavits containing revised or supplementary lists of the members
producing such product in the county without setting forth therein a copy of
the uniform contract but referring to the filed or recerded copy thereof, All
affidavits filed under the section shall state in substance that they are
filed pursuant to the provisions of this section. #Fke Regisior of Deeds
They shall file such affidavits and make endorsements thereon and record and
make entries thersof in the same manner as is required by law in the case of
chattel mortgages, and ke shall compile and male available for public inspec-
tion a convenient index containing the names of all signers of such contracts,
and collect for its kis services hercunder the same fees as for chattel
mortgages. The filing of any such contract, or such affidavit, shall consti-
tute constructive notice of the contents thereof, and of the association's
title or right to the product embraced in such contract, to all subsequent
purchasers, encumbrancers creditors, and to all persons dealing with the mem-
bers with reference to such product, No title, right or lien of any kind
ahall be acquired to or on the product thereafter except through the associa-
tion or with its consent, or subject to its rights; and the association may
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recover the possession of guch property from any and all subsequent purchasers,
ancumbrancers, and creditors, and those claiming under them, in whose pogses-
sion the same may be found, by any appropriate action for the recovery of
personal property, and it may have relief by injunction and for damages.

Sec. 19 8270, Misdemeanor to Induce Breach of Marketiug Contract
of Cooperative Association; Spreading False Reporis about the MHanagement or
Finances thereof. Any person or any corporation whose officers or employeses
knowingly induce or attempt to induce any member or stockholder of an associ-
ation to violate his marketing contract with the associsticn, or who mglicious-
ly and knowingly spreads false reports about the finances or management
thereof, shall be guilty 01 a migdemcanor and shall be subject to a_fine of
not legs than Zane hundredé dollars and not more than fsne %housan@? dollars
for each such offense; and shall be lisble to the association aggrieved in a
civil suit in the penal sum of five hundred dollars for each such offense,

Sec., #6 B271. Agssociations are not in Hestraint of Trade.

(a) No association complying with the terms thereof shall be deemed
to be a conspiracy, or a combination in restraint of trade, or an illegal
monopoly; or be deemsed tc have been formed for the purpose of lessening compe-
tition or fixing prices arbitrarily, nor shall the contracts between the
asgsociation and its members, or any agreements authorized in this Act, bs
construed as an unlawful restraint of trade, or as part of a consplracy or
combination to accomplish an improper or illegal purpose or act.

(b) An association may zeguire, exchange, interpret and disseminate
to its members, to other cooperalive associations, and otherwise, past,
present and prospective crop, market, statistical, economic and other similar
information relating to the business of the asscciation, either dirsctly or
through an agent created or selected by it or by other associations acting in
conjunction with it,

(c) An association may advis: its members in respect to the adjust-
ment of thelr current and prospective production of agricultursl commodities
and its relation to the prospective volume of consumption, selling prices and
existing or potential surplus, to the end that every market may be served from
the most convenient productive areas under a program of orderly marketing
that will assure adequate supplies without undue enhancement of prices or the
accumulation of any undue surplus.

Sec., ”% 8272. Voluntary Dissolution.

Z (a) The members of an association may at any regular meeting, or
any special meeting called for the purpose, upon thirty days! notice of the
time, place and object of the meeting having been given as prescribed™in the
by-laws, by two~-thirds of the voting power voiting therson, discontinue the
operations of the essocistion and direct that the association be dissolved
and its affairs settled. The meeting shall by like vote designate a commit-
tee of three members who, as trustees on behalf of the amssoeiation and
within the time fixed in their designation or any extension thereof, shall
lignuidate its assets, pay its debts, and divide any surplus among the members
in accordance with their respective rights and interests under their contracts
with the association and the articles and by-laws, Upon final settlement by
guch trustees, the association shzall bs deemed dissolved and shall cease to
exist. The trustaes shall make a report {an quaérupliea#e; of the proeceedings




had under this section, which shall be signed and sworn to and filed as
required for the filing of the articles of incorporation.

(b) The trustees may bring and defend all actions by them deemed
necessary to protect and enforce the rights of the association.

(¢) Any vacancies in the trusteeship may be filled by the remeining
trustees,

II. In the case of an association dissolving pursuent to this section, the
circuit £Eourt§; upon the petition of the trustees or a majority of them,
or in a proper case upon the petition of a creditor or member, or upon the
petition of the attorney general, upon notice to all of the trustees and to
stch other interssted persons as the court may specify, from time to time
may order and adjudge in respect to the following motters:

(a) The giving of notice by publication or otherwise of the time and
place for the presentation of all claims and demands against the association,
which notice may require all creditors of and claimants against the associa~-
tion to present in writing and in detail at the place specified in thelr
respective accounts snd demands to the trustees by a day therein specified,
which shall not be less than forty days from the service or first publication
of such notice;

(b) The payment or satisfaction in whele or in part of claims and
demands againat the association, or the retention of moneys for such purpose;

(¢) The presentation and filing of intermadiate and final accounts
of the trustees, the hearing thereon, the allowance or disallowance thereof,
and the discharge of the trustees, or any of them, from their duties and
liabilities;

(@) The administration of any %rust or the disposition of any property
held in trust by or for the association; .

{¢) The sale and disposition of any remaining property of the
association and the distribution or division of such property or its proceeds
among the members or persons entitled thereto;

(f) Such matters as justice may reguire.
III. A1l orders and judgments shall be binding upon the association, its
property and assets, its trustees, members, creditors and all claimants against
it-

IV, This section shall apply to all associations heretofore or hereafter
incorporated in $his simde ithe Territory.

Sec, 83 8273. Annual Reports. #An association formed under this Act,
within ninety days after the close of its fiscal year, shall file with
£§e§&§tmeat es Agsieal%a¥§2 the Treasurer and with_the Board of Commissioners
of Agriculture and Forsstry sm smamuet report containing the name of the
association, its place of business and a general statement of its business
operations during the fiscal year, showing the amount of capital stock paid
up and the number of sharsholders, if a stock corporation, or the number of
members and the amount of membership fees received, if & non-stock association;




an income statement; and its balance sheet. A copy of such report shall be
submitted to the members at their snnual meeting, or mailed to each member of
the association, or printed in an official publication of the association,

Sec. R3% 8274. Application to Existing Associations. Except where
otherwise expressly stated herein, this Act shall be applicable o any exist-
ing association formed under any lav of #his Stede the Territory providing
for the incorporation of agricultural cooperative associations, for a purpose
for which an association may be formed under this Act,

Sec, =4 8275. Saving Clause, This Act shall not impair or affegt“any
act done, offense committed or right accruing, accrued or acquired, or liabili-
ty, penalty, forfeiture or punishment incurred prior to the time this Act takes
effect, but the same may be enjoyed, asserted, enforced, prosecuted or in-
flicted as fully and to the same extent as if this Aet had not been passed,

Seaz~25. Limdiatiens ef ike Use ef tho Herd UCoeperatiwvel, He pewsen,
firm, aorperatien or mosoeisiien, demeaiia ex feopoigm, horsafior eommoneing
business ia dhis sbate shkall use ke word losepersiivell as & pori 8% iis
eepperato oz business neme unlees i3 has eemplicd with the preovisisons of his
ae% er soemo eiher siatube of this sbaie veolaiing 4o ecoperaiive assesiatiens.,
A4 fersicn aupeeiaition ovyanized undar snd acmpiyrg With ihe gooperadive lew
of the sigte of puch csceeiasitienls epoation shall bo entitled 6 use the term
lggoperativel in ihis giaie if it has obiained ithe sriviiege ef deing business
3n +his siate,

Sec. 26 8276, Foreign Associations. A foreign corporation that can
qualify as an associaticn, as defined in Seeiien B ef this eedy this chapter
may be authorized to do business in this S4ade Territory under the provisions
of this ae% chapter by complying wiih the laws relating to foreign_ corpora-
tions doing buginess in the e%ase Terrilory £End filing with the {59&&&53&93@?
ef Agyieu;%ufg? Board of Commisgsioners of Apriculture and Forestry a copy of
its articles of incorporation duly certified by the £See§e$ary ef S%a%é? af
thia s%&%g? Treasurer of the Territory. It shall pay the same fees and
charges as dcmestic asscciations. Upeon such compliance it shall have atd the
rights and privilegss of like domestic associations.

ASec. 37 8277. Taxation.f ZDomestic associations and foreign associ-
ations admitted to do business in this #sate territory under ithe provisions
of this chapter shall pay an annual licensc fee of Ztenf dollars, which shall
be in lieu of all other corporation, franchiss and income taxes and taxes and
charges upon reserves held by the asgsoclation for distribution to memberss
including, but without limitation upon the gencrallivy of the foregoing, any
taxes imposed under the provigions of chapters 9y, 101, 102, and 105; and any
distributions by guch assceciations under the provisions of Section 8262 shall
be sxempt from any taxes Imposed under the provisions of chapter 98.

Seg, 8278, Ixtensions and renewasls, The provisions of section 8314 .
relating to extensionsz and renewals of the duration of corporate existence
shall apply to associations formed under this chapter.

_ Sec. 28 23273, Constitutionality., If any provision of this Act or the
application therecf to any person or circumgtancei is held invalid, such in-
validity shell not affect other provisions or applications of the Act which
can be glven effect without the invalid provision cor application, and to this
end the provisions of this Act are declared to be severable,
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Sec. 9 2280, Uniformity of Interpretation. This Act shall be so
interpreted and construed as to effectuate its general purpose to mzke uniform
the law of those states which enact it.

Sec. 3@ 8281. Short Title. This Act may be cited as the Uniform
Agricultural Cooperative Assoclation Act.

Seey-3%, Repeat, £§he follewing aeis and paris of meis awre keweby
9epealeé+;; o8 £Kll aeis and peria ef sets whieh are inesnsisieont with ihe
previaions of 1his aei ave hereby pepoaledy

Sec. 3R 2. Effeaetive Bave, This Ant shall take effect en %ke ~———--
d8¥ 8f -—————y one ineusand nine hupdred and me——=- upon_its appreval.
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