As Introduced

127th General Assembly
Regular Session H. B. No. 232
2007-2008

Representative Reinhard

Cosponsors: Representatives Bubp, Combs, Evans, McGregor, J., Seitz,
Setzer, Stebelton, Webster

A BILL

To anend section 111.16 and to enact sections 1770.01
to 1770.17, 1770.20 to 1770.46, 1770.50 to
1770.56, 1770.60 to 1770.65, 1770.70 to 1770.72,
1770.80 to 1770.86, and 1770.99 of the Revi sed
Code to authorize the establishment of a new form

of cooperative business entity in this state.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That section 111.16 be anmended and sections
1770.01, 1770.02, 1770.03, 1770.04, 1770.05, 1770.06, 1770.07,
1770.08, 1770.09, 1770.10, 1770.11, 1770.12, 1770.13, 1770. 14,
1770.15, 17v70.16, 1770.17, 1770.20, 1770.21, 1770.22, 1770. 23,
1770. 24, 1770.25, 1770.26, 1770.27, 1770.28, 1770.29, 1770. 30,
1770.31, 1770.32, 1770.33, 1770.34, 1770.35, 1770.36, 1770. 37,
1770.38, 1770.39, 1770.40, 1770.41, 1770.42, 1770.43, 1770. 44,
1770. 45, 1770.46, 1770.50, 1770.51, 1770.52, 1770.53, 1770. 54,
1770.55, 1770.56, 1770.60, 1770.61, 1770.62, 1770.63, 1770. 64,
1770. 65, 1770.70, 1770.71, 1770.72, 1770.80, 1770.81, 1770. 82,
1770.83, 1770.84, 1770.85, 1770.86, and 1770.99 of the Revised

Code be enacted to read as fol | ows:
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Sec. 111.16. The secretary of state shall charge and coll ect,

for the benefit of the state, the foll owi ng fees:

(A) For filing and recording articles of incorporation of a

donestic corporation, including designation of agent:

(1) Wherein the corporation shall not be authorized to issue

any shares of capital stock, one hundred twenty-five dollars;

(2) Wherein the corporation shall be authorized to issue

shares of capital stock, with or wthout par val ue:

(a) Ten cents for each share authorized up to and incl udi ng

one t housand shares;

(b) Five cents for each share authorized in excess of one

t housand shares up to and including ten thousand shares;

(c) Two cents for each share authorized in excess of ten

t housand shares up to and including fifty thousand shares;

(d) One cent for each share authorized in excess of fifty

thousand shares up to and including one hundred thousand shar es;

(e) One-half cent for each share authorized in excess of one
hundred thousand shares up to and including five hundred thousand

shar es;

(f) One-quarter cent for each share authorized in excess of
five hundred thousand shares; provided no fee shall be |ess than
one hundred twenty-five dollars or greater than one hundred

t housand dol | ars.

(B) For filing and recording a certificate of amendnment to or
amended articles of incorporation of a domestic corporation, or
for filing and recording a certificate of reorganization, a
certificate of dissolution, or an anendnent to a foreign |license

application:

(1) If the donestic corporation is not authorized to issue
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any shares of capital stock, fifty dollars;

(2) If the domestic corporation is authorized to issue shares
of capital stock, fifty dollars, and in case of any increase in
t he nunber of shares authorized to be issued, a further sum
computed in accordance with the schedule set forth in division
(A)(2) of this section less a credit conputed in the sane manner
for the nunber of shares previously authorized to be issued by the
corporation; provided no fee under division (B)(2) of this section

shall be greater than one hundred thousand doll ars;

(3) If the foreign corporation is not authorized to issue any

shares of capital stock, fifty dollars;

(4) If the foreign corporation is authorized to issue shares

of capital stock, fifty dollars.

(© For filing and recording articles of incorporation of a
savi ngs and | oan associ ati on, one hundred twenty-five dollars; and
for filing and recording a certificate of anendnent to or anended
articles of incorporation of a savings and | oan association, fifty

dol | ars;

(D) For filing and recording a certificate of conversion,
including a designation of agent, a certificate of nmerger, or a
certificate of consolidation, one hundred twenty-five dollars and,
in the case of any new corporation resulting froma consolidation
or any surviving corporation that has an increased nunber of
shares authorized to be issued resulting froma nerger, an
addi tional sum conmputed in accordance with the schedule set forth
in division (A)(2) of this section less a credit conputed in the
same manner for the nunber of shares previously authorized to be
i ssued or represented in this state by each of the corporations
for which a consolidation or nmerger is effected by the

certificate;

(E) For filing and recording articles of incorporation of a
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credit union or the Anerican credit union guaranty associ ati on,
one hundred twenty-five dollars, and for filing and recording a
certificate of increase in capital stock or any other amendnent of
the articles of incorporation of a credit union or the

association, fifty dollars;

(F) For filing and recording articles of organization of a
limted liability conmpany, for filing and recording an application
to becone a registered foreign linmted liability conpany, for
filing and recording a registration application to becone a
domestic limted liability partnership, or for filing and
recording an application to becone a registered foreign limted

liability partnership, one hundred twenty-five dollars;

(G For filing and recording a certificate of limted
partnership or an application for registration as a foreign

limted partnership, one hundred twenty-five dollars—_

(H For filing a copy of papers evidencing the incorporation
of a municipal corporation or of annexation of territory by a
muni ci pal corporation, five dollars, to be paid by the nunicipal

corporation, the petitioners therefor, or their agent;
(1) For filing and recording any of the follow ng:

(1) Alicense to transact business in this state by a foreign
corporation for profit pursuant to section 1703.04 of the Revised
Code or a foreign nonprofit corporation pursuant to section

1703. 27 of the Revised Code, one hundred twenty-five dollars;

(2) A biennial report or biennial statenment pursuant to
section 1775.63 or 1785.06 of the Revised Code, twenty-five

dol | ars;

(3) Except as otherwi se provided in this section or any other
section of the Revised Code, any other certificate or paper that
is required to be filed and recorded or is permitted to be filed

and recorded by any provision of the Revised Code with the
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secretary of state, twenty-five dollars.

(J) For filing any certificate or paper not required to be

recorded, five dollars;

(K) (1) For meking copies of any certificate or other paper
filed in the office of the secretary of state, a fee not to exceed
one dol | ar per page, except as otherw se provided in the Revised
Code, and for creating and affixing the seal of the office of the
secretary of state to any good standing or other certificate, five
dollars. For copies of certificates or papers required by state

of ficers for official purpose, no charge shall be nade.

(2) For creating and affixing the seal of the office of the
secretary of state to the certificates described in division (E)
of section 1701.81, division (E) of section 1701.811, division (E)
of section 1705.38, division (E) of section 1705.381, division (D)
of section 1702.43, division (E) of section 1775.47, division (E)
of section 1775.55, division (E) of section 1782.433, or division
(E) of section 1782.4310 of the Revised Code, twenty-five dollars.

(L) For a minister's license to sol emize narriages, ten

dol | ars;

(M For examning docunents to be filed at a |later date for
the purpose of advising as to the acceptability of the proposed

filing, fifty dollars;

(N) Fifty dollars for filing and recordi ng any of the

fol | owi ng:

(1) Acertificate of dissolution and acconpanyi ng docunents,
or a certificate of cancellation, under section 1701.86, 1702.47,
1705.43, or 1782.10 of the Revised Code;

(2) A notice of dissolution of a foreign |licensed corporation
or a certificate of surrender of license by a foreign |licensed

corporation under section 1703.17 of the Revised Code;
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(3) The withdrawal of registration of a foreign or donestic
limted liability partnership under section 1775.61 or 1775.64 of
the Revised Code, or the certificate of cancellation of
registration of a foreign limted liability conpany under section
1705. 57 of the Revised Code;

(4) The filing of a cancellation of disclainer of genera

partner status under Chapter 1782. of the Revised Code.

(O For filing a statenent of continued existence by a

nonprofit corporation, twenty-five dollars;

(P) For filing a restatenment under section 1705.08 or 1782.09
of the Revised Code, an anendnent to a certificate of cancellation
under section 1782.10 of the Revised Code, an amendnent under
section 1705.08 or 1782.09 of the Revised Code, or a correction
under section 1705.55, 1775.61, 1775.64, or 1782.52 of the Revised
Code, fifty dollars;

(Q For filing for reinstatenent of an entity cancelled by
operation of law, by the secretary of state, by order of the
departnment of taxation, or by order of a court, twenty-five

dol | ars;

(R) For filing a change of agent, resignation of agent, or
change of agent's address under section 1701.07, 1702. 06,
1703. 041, 1703.27, 1705.06, 1705.55, 1746.04, 1747.03, or 1782.04

of the Revised Code, twenty-five dollars;
(S) For filing and recording any of the follow ng:

(1) An application for the exclusive right to use a nane or
an application to reserve a nane for future use under section
1701. 05, 1702.05, 1703.31, 1705.05, or 1746.06 of the Revised
Code, fifty dollars;

(2) Atrade nane or fictitious nane registration or report,

fifty dollars;
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(3) An application to renew any item covered by division
(S)(1) or (2) of this section that is pernmitted to be renewed,

twenty-five dollars;

(4) An assignment of rights for use of a nane covered by
division (S)(1), (2), or (3) of this section, the cancellation of
a name registration or nane reservation that is so covered, or
noti ce of a change of address of the registrant of a nane that is

so covered, twenty-five dollars.

(T) For filing and recording a report to operate a business
trust or a real estate investnment trust, either foreign or
donestic, one hundred twenty-five dollars; and for filing and
recording an anendment to a report or associated trust instrunent,
or a surrender of authority, to operate a business trust or rea

estate investnent trust, fifty dollars;

(U (1) For filing and recording the registration of a
trademark, service mark, or nmark of ownership, one hundred

twenty-five dollars;

(2) For filing and recording the change of address of a
regi strant, the assignment of rights to a registration, a renewa
of a registration, or the cancellation of a registration
associated with a trademark, service mark, or nark of ownership,

twenty-five dollars.

(V) For filing a service of process with the secretary of
state, five dollars, except as otherw se provided in any section
of the Revised Code._

(W Wth respect to cooperatives organi zed under Chapter
1770. of the Revised Code:

(1) For filing the articles of a cooperative, sixty dollars;

(2) For filing a curative filing of the articles under
division (D) of section 1770.08 of the Revised Code, five hundred
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dol | ars;

(3) For all other filings required under Chapter 1770. of the

Revi sed Code, thirty-five dollars.

Fees specified in this section may be paid by cash, check, or
noney order, by credit card in accordance with section 113.40 of
t he Revised Code, or by an alternative payment programin
accordance with division (B) of section 111.18 of the Revised
Code. Any credit card nunmber or the expiration date of any credit
card is not subject to disclosure under Chapter 149. of the
Revi sed Code.

Sec. 1770.01. As used in this chapter:

(A) "Address" nmeans nmiling address. including a zip code. In

the case of a reqistered address. "address" nmeans the nmiling

address and the actual office |ocation, which may not be a post

of fice box.

(B) "Alternative ballot" neans a nethod of voting on a

candi date or issue prescribed by the board of directors of a

cooperative in advance of the vote and may include voting by

electronic, telephonic, internet, or other neans that reasonably

all ows nmenbers the opportunity to vote.

(CQ "Articles" neans the articles of organi zation of a

cooperative as originally filed and subsequently anmended.

(D) _"Associ ation" nmeans_an _organi zation conducti ng busi ness

on _a cooperative plan under the laws of this state or another

state that is chartered to conduct business under other | aws of

this state or another state.

(E) "Board" neans the board of directors of a cooperative.

(F) "Business entity" neans a conpany., linmted liability

conpany, linmted liability partnership, or other leqgal entity,

whet her donestic or foreign, association, or body vested with the
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power or function of a legal entity.

(G "Cooperative" neans a donestic business entity organi zed

under this chapter conducting business on a cooperative plan as

provi ded under this chapter.

(H "Donestic business entity" means a business entity

organi zed under the laws of this state.

(1) "Donestic cooperative" neans a cooperative organi zed

under this chapter or Chapter 1729. of the Revi sed Code.

(J) "Foreign business entity" nmeans a business entity that is

not a donestic business entity.

(KY "Foreign cooperative" neans a foreign business entity

organi zed to conduct business on a cooperative plan consistent
with this chapter or Chapter 1729. of the Revi sed Code.

(L)Y "Menber" neans a person or entity reflected on the books

of a cooperative as the owner of governance rights of a nenbership

interest of the cooperative and includes patron and nonpatron

nenbers.

(M _"Menbership interest" nmeans a nenber's interest in a

cooperative consisting of a nenber's financial rights., a nenber's

right to assign financial rights, a nenber's governance rights,

and a nenber's right to assign governance rights. "Menbership

interest” includes patron nenbership interests and nonpatron

nenbership interests.

(N) "Menbers' neeting" neans a reqular or special nenbers'

neeting.

(O "Linmted liability conpany" neans a linmited liability

conpany governed by Chapter 1705. of the Revi sed Code.

(P) "Nonpatron nenbership interest" neans a nenbership

interest that does not require the holder to conduct patronage

busi ness for or with a cooperative to receive financial rights or
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di stributions.

(O "Patron" nmeans a person or _entity who conducts patronage

busi ness with a cooperati ve.

(R "Patronage" neans business, transactions. or services

done for or with a cooperative as defined by the cooperative.

(S) "Patron nenber" neans a nenber holding a patron

nmenbership interest.

(T) "Patron nenbership interest” neans a nenbership interest

requiring the holder to conduct patronage business for or with a

cooperative as specified by the cooperative to receive financial

rights or distributions.

(U) "Signed" neans that the signature of a person _has been

witten on a docunent and. with respect to a docunent required by

this chapter to be filed with the secretary of state, neans that

the docunent has been signed by a person authorized to do so by

this chapter, the articles or bylaws of a cooperative, or a

resolution approved by the directors or the nenbers of a

cooperative. A signature on a docunent may be a facsinile affixed,

engraved, printed, placed, stanped with indelible ink., transnmtted

by facsinmle or electronically, or in any other manner reproduced

on the docunent.

Sec. 1770.02. A cooperative nmay be forned and organi zed on_a

cooperative plan for any | awful purpose, including any of the

foll owi ng:

(A) Marketing, processing, or otherw se changing the formor

marketability of products, including crops, livestock, and other

agricultural products, manufacturing and further processing of

those products, other purposes that are necessary or convenient to

facilitate the production or marketing of products by patron

nenbers and others, and other purposes that are related to the
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busi ness of the cooperative:

(B) Providing products, supplies, and services to its

nenbers;

(G Any other purposes that cooperatives are authorized to

perform by | aw

Sec. 1770.03. (A) A cooperative may be organi zed by one or

nore organi zers who shall be over ei ghteen years of age and

citizens of the United States and who may act for thensel ves as

individuals or as the agents of other entities. The organi zers

forming the cooperative need not be nenbers of the cooperative.

(B) If the first board is not naned in the articles of

organi zation. the organizers nay elect the first board or may act

as directors with all of the powers, rights, duties, and

liabilities of directors until directors are elected or until a

contribution is accepted in accordance with this chapter,

whi chever occurs first.

(C After the filing of the articles of organi zation as

requi red by section 1770.05 of the Revised Code, the organi zers or

the directors naned in the articles of organization shall either

hold an organi zati onal neeting at the call of a mpjority of the

organi zers or of the directors naned in the articles or take

witten action for the purposes of transacting busi ness and taking

actions necessary or appropriate to conplete the organi zati on of

the cooperative, including, without limtation, anending the

articles; electing directors: adopting byl aws: adopting banking

resolutions; authorizing or ratifying the purchase, | ease, or

other acquisition of suitable space, furniture, furnishings,

supplies, and materials; adopting a fiscal year for the

cooperative; contracting to receive and accept contributions; and

naki ng any appropriate tax elections. If a neeting is held, the

person or persons calling the neeting shall give at | east three
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days' notice of the neeting to each organi zer or director naned,

stating the date, tine, and place of the neeting. Organi zers and

directors may wai ve notice of an organi zational neeting in the

samre _nmanner _that a director may waive notice of neetings of the

board._

Sec. 1770.04. The nane of a cooperative shall distinguish the

cooperative on the records of the secretary of state fromthe nane

of any other donestic business entity or foreign business entity

aut hori zed or registered to do business in this state or froma

nane the right to which is, at the tinme of organi zation of the

cooperative, reserved or provided for by |law. The cooperative nane

shall be reserved for the cooperative during its existence.

Sec. 1770.05. (A) The articles of the cooperative shal

include all of the follow nag:

(1) The nanme of the cooperative:

(2) The purpose of the cooperative;

(3) The nane and address of each organi zer;

(4) The period of duration for the cooperative if the

duration is not to be perpetual

(5) Any other |awful provision.

The articles shall be signed by the organizers. The original

articles and a designation of the cooperative's reqistered office

and statutory agent shall be filed with the secretary of state.

(B) When the articles, the reqgistration formrequired under

section 1770.11 of the Revised Code, and the designation of the

cooperative's reqgistered office and statutory agent have been

filed with the secretary of state and the required fee has been

paid to the secretary of state, it shall be presuned that both of

the foll ow ng apply:
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(1) All conditions precedent that are required to be

perfornmed by the organi zers have been conplied wth.

(2) The organi zation of the cooperative has been chartered by

the state as a separate |legal entity.

Sec. 1770.06. (A) The articles of a cooperative may be

anended and, if anmended., shall be anended as follows:

(1) The board, by mpjority vote, shall pass a resol ution

stating the text of the proposed anendnent. The text of the

proposed anendnment and an attached nmail or alternative ball ot

shall be mailed or otherwise distributed with a reqular or special

neeting notice to each nmenber. The notice shall designate the tine

and place of the neeting for the proposed anendnent to be

consi dered and voted on.

(2) If a quorumof the nenbers exists as deternmined in

accordance with section 1770.37 of the Revised Code, the proposed

anmendnent is adopted if either of the follow ng applies:

(a) The proposed anendnent is approved by a mpjority of the

votes cast.

(b) In the case of a cooperative with articles or byl aws

requiring nore than nmajority approval or other conditions for

approval ., the amendnent is approved by a proportion of the votes

cast or a nunber of total nenbers as required by the articles or

byl aws and the conditions for approval in the articles or byl aws

have been sati sfi ed.

(3) After an amendnent has been adopted by the nmenbers., the

amendnent _shall be siogned by the chair., vice-chair., records

officer, or assistant records officer.

(B) Amjority of directors may anmend the articles if the

cooperative does not have any nenbers with voting rights.

(G Anendnents to articles of incorporation, when so adopted,
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shall be filed in accordance with section 1770.08 of the Revised
Code.

Sec. 1770.07. (A) A cooperative organi zed under Chapter 1729.

of the Revised Code nmay convert and beconme subject to this chapter

by anmending its articles of incorporation to conformto the

requi renents of this chapter

(B) A cooperative organi zed under Chapter 1729. of the

Revi sed Code that becones subject to this chapter shall provide

its nenbers with a disclosure statenent of the rights and

obligations of the nenbers and the capital structure of the

cooperative before becom ng subject to this chapter. A cooperative

organi zed under Chapter 1729. of the Revised Code, upon

distribution of the disclosure statenent required in this division

and approval of its nenbers as necessary for anmending its articles

under Chapter 1729. of the Revised Code, nmay anmend its articles to

conply with this chapter.

(G A cooperative organi zed under Chapter 1729. of the

Revi sed Code that is converting to be subject to this chapter

shall prepare a certificate stating all of the follow nag:

(1) The date on which the entity was first organi zed;

(2) The nane of the cooperative organi zed under Chapter 1729.

of the Revised Code and, if the nane is to be changed. the nane of

the cooperative to be governed under this chapter:

(3) The future effective date and tine, which shall be a date

and tinme certain, that the cooperative will be governed by this

chapter if the effective date and tine are not to be the date and

tine of filing.

(D) Upon filing with the secretary of state of the articles

for conpliance with this chapter and the certificate required

under division (C of this section, a cooperative organi zed under
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Chapter 1729. of the Revised Code is converted and governed by

this chapter unless a later date and tine are specified in the

certificate required under division (C of this section.

(E) Wth respect to a conversion under this section under

whi ch a cooperative becones governed by this chapter, the rights,

property, securities, or interests in the cooperative organi zed

under Chapter 1729. of the Revised Code may be exchanged or

converted into rights, property., securities, or interests in the

cooperative as governed by this chapter

(F) The conversion of a cooperative organi zed under Chapter

1729. of the Revised Code to a cooperative governed by this

chapter does not affect any obligations or liabilities of the

cooperative before the conversion or the personal liability of any

person i ncurred before the conversion. Wien the conversion is

effective, the rights, privileges, and powers of the cooperative,

real and personal property of the cooperative, debts due to the

cooperative, and causes of action belonging to the cooperative

remain vested in the cooperative and are the property of the

cooperative as converted and governed by this chapter. Title to

real property vested by deed or otherwise in the cooperative

organi zed under Chapter 1729. of the Revised Code does not revert

and is not inpaired by reason of the cooperative's being converted

and governed by this chapter. Rights of creditors and |iens on

property of the cooperative under Chapter 1729. of the Revised

Code are preserved uninpaired. Debts, liabilities, and duties of

the cooperative remain attached to the cooperative as converted

and governed by this chapter and may be enforced against the

cooperative to the sane extent as if the debts, liabilities, and

duties had originally been incurred or contracted by the

cooperative as organi zed under this chapter. The rights,

privileges, powers, and interests in property of the cooperative

under Chapter 1729. of the Revised Code as well as the debts,
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liabilities, and duties of the cooperative are not deened, as a

consequence of the conversion, to have been transferred for any

pur pose of the laws of this state.

Sec. 1770.08. (A) For filing articles of a cooperative or

anendnent of the articles or a certificate of nerger,

consolidation, conversion, division, or dissolution, a cooperative

shall pay to the secretary of state the fees inposed by section
111.16 of the Revi sed Code.

(B) When the articles or anendnent of the articles or a

certificate of nerger, consolidation, conversion, division, or

dissolution is filed with the secretary of state, the secretary of

state, if the articles, anendnent, or certificate conplies with

this chapter, shall endorse approval thereon, the date of filinag.

and a file nunber, and nake a | eqgi ble copy thereof by any

aut hori zed nethod. The original or a copy of the articles,

anmendnent, or certificate, certified by the secretary of state,

shall be returned to the person filing the articles, anendnent, or

certificate.

(G Al persons shall have the opportunity to acquire a copy

of the articles, anendnents, and certificates filed and recorded

in the office of the secretary of state, but no person dealing

with the cooperative shall be charged with constructive notice of

the contents of any such articles, amendnents, or certificates by

reason of the filing or recording.

(D) If the secretary of state determnes that a filing has

been made in error by a cooperative, the secretary of state may

revoke and expunge the erroneous filing and authorize a curative

docunent to be fil ed.

Sec. 1770.09. The existence of a cooperative shall commence

when the articles are filed with the secretary of state. A
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cooperative shall have a perpetual duration unless the cooperative

provides for a limted period of duration in the articles.

Sec. 1770.10. (A A cooperative shall establish and

continuously nmaintain in this state both of the foll ow ng:

(1) Areqgistered office that may be. but need not be., the

same _as its place of business:;

(2) Areqgistered statutory agent who may be either an

i ndividual resident of this state whose business office is

identical with the reqgistered office, or a donestic business

entity or a foreign business entity authorized to transact

business in this state having an office identical with the

regi stered office.

(B) A cooperative may designate or change its registered

office or statutory agent, or both, upon filing with the secretary

of state a statenent setting forth all of the follow ng:

(1) The nanme of the cooperative:

(2) The address of its then reqistered office;

(3) If the address of its reqgistered office is to be changed.

the address to which the reqgistered office is to be changed;

(4) The nane of its then reqistered statutory agent:

(5) If its registered statutory agent is to be changed. the

nane of its successor registered statutory agent:

(6) That the address of its reqgistered office and the address

of the business office of its reqgistered statutory agent, as

changed, will be identical

(7) That the change was authorized by affirnmative vote of a

majority of the board of the cooperative.

(C) 1If the secretary of state finds that the statenent

required by division (B) of this section conplies with this
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section, the secretary of state shall file the statenent., and upon

filing the change of address of the registered office or the

appoi ntnent of a new reqi stered statutory agent or both, as

applicable, is effective.

(D) A reqgistered statutory agent of a cooperative nmay resian

as statutory agent upon filing one original and one exact or

confornmed copy of a signed witten notice of resignation with the

secretary of state, who shall mril a copy to the cooperative at

its principal mailing address as defined and prescribed by the

secretary of state. The appointnment of the statutory agent shal

term nate upon the expiration of thirty days after receipt of

notice by the secretary of state.

(E) If the address or nane of a reqgistered statutory agent

changes, the statutory agent shall change the address of the

regi stered office or the nane of the registered statutory agent by

filing with the secretary of state the statenent required by

division (B) of this section. The statutory agent shall mail a

copy of the statenent to the cooperative at its principal nmmiling

addr ess.

Sec. 1770.11. (A In each odd-nunbered year., a cooperative

governed by this chapter shall file a biennial reqgistration with

the secretary of state. The secretary of state shall establish

procedures for the biennial registration, which shall include a

requi rement that the secretary of state mail by first class nmil a

registration formto the reqgistered office of each cooperative as

shown in the records of the secretary of state or, if no such

address is in the records, to the location of the principal place

of business shown in the records of the secretary of state. The

formshall include the follow ng statenent:

"NOTICE: Failure to file this formby Decenber 31 of this

vear wWill result in the dissolution of this cooperative w thout
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further notice fromthe Secretary of State under section 1770.11
of the Revised Code."

(B) The reqgistration required by this section shall include

all of the foll ow ng:

(1) The nane of the cooperative:

(2) The address of its reqistered office;

(3) The address of its principal place of business if

different fromthe reqgistered office address;

(4) The nane and busi ness address of the chief executive

officer or other person exercising the principal functions of the

chi ef executive officer of the cooperative.

(C) A cooperative that has failed to file a reqgistration

under this section shall be dissolved by the secretary of state.

To effectuate the dissolution, the secretary of state shall issue

a certificate of involuntary dissolution, which shall be filed

with the secretary of state. The secretary of state annually shal

informthe attorney general and the tax conmissioner in witing of

the methods by which the nanes of cooperatives dissolved under

this section during the preceding vear may be determ ned. The

secretary of state also shall make available in an electronic

format the nanes of the dissolved cooperatives.

(D) A cooperative may retroactively reinstate its exi stence

by filing a biennial registration. Filing the biennial

registration with the secretary of state does all of the

fol |l owi ng:

(1) Returns the cooperative to active status as of the date

of the dissolution

(2) Validates contracts or other acts within the authority of

the articles and retains the cooperative's liability for those

contracts or acts;
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(3) Restores to the cooperative all assets and rights of the

cooperative and its shareholders or nenbers to the extent they

were held by the cooperative and its sharehol ders or nenbers

bef ore the dissolution occurred, except to the extent that assets

or rights were affected by acts occurring after the dissolution or

sold or otherwise distributed after that tine.

Sec. 1770.12. (A) A cooperative shall have byl aws governi ng

the cooperative's business affairs, its structure, the

qualifications, classification, rights, and obligations of

nenbers, and the classifications, allocations, and distributions

of nmenbership interests that are not otherw se provided in the

articles or by this chapter.

(B) If not stated in the articles, the bylaws shall state all

of the foll ow ng:

(1) The purpose of the cooperative;

(2) The capital structure of the cooperative, including a

statenent of the classes and relative rights, preferences, and

restrictions granted to or inposed on each class of nenber

interests, the rights to share in profits or distributions of the

cooperative, and the authority to issue menbership interests,

whi ch may be designated to be deternined by the board;

(3) A provision designating the voting and governance rights,

i ncl udi ng whi ch nenbership interests have voting power and any

limtations or restrictions on the voting power, which shall be in

accordance with this chapter;

(4) A statenent that patron nenbership interests with voting

power shall be restricted to one vote for each nenber regardl ess

of the amount of patron menbership interests held in the affairs

of the cooperative or a statenent describing the allocation of

voting power allocated as prescribed in this chapter;
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(5) A statenent that nenbership interests held by a nmenber

are transferable only with the approval of the board or as

provided in the byl aws;

(6) |If nonpatron nenbership interests are authorized., a

statenent as to how profits and | osses will be all ocated and cash

will be distributed between patron nenbership interests

collectively, a statenent that net incone allocated to a patron

nenbership interest as deternmi ned by the board in excess of

di vidends and additions to reserves shall be distributed on the

basis of patronage, and a statenent that the records of the

cooperative shall include patron nenbership interests and, if

aut hori zed, nonpatron nenbership interests., which may be further

described in the byl aws.

(G The bylaws may contain any provision relating to the

managenent or requlation of the affairs of the cooperative that

are not _inconsistent with this chapter, any other provision of the

Revi sed Code, or the articles and shall include all of the

fol |l owi ng:

(1) The nunber of directors and the qualifications, manner of

el ection, powers, duties, and conpensation., if any. of directors:;

(2) The qualifications of nenbers and any limtati ons on

their nunber:;

(3) The manner of adm ssion, wthdrawal ., suspension, and

expul si on of nenbers;

(4) CGenerally, the governance rights, financial rights,

assignability of governance and financial rights, and other

rights, privileges. and obligations of nmenbers and their

nmenbership interests, which may be further described in nenber

control agreenents:

(5) Any provisions required by the articles to be in the

byl aws.
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(D) (1) Bylaws shall be adopted before any distributions to

nenbers, but if the articles or bylaws provide that rights of

contributors to a class of nenbership interest will be detern ned

in the bylaws, the bylaws shall be adopted before the acceptance

of any contributions to that class.

(2) Subject to divisions (E) to (G of this section, the

byl aws of a cooperative may be adopted or anended by the

directors, or the nenbers may adopt or anend byl aws at a requl ar

or special nenbers' neeting if all of the foll owi ng apply:

(a) The notice of the reqular or special neeting contains a

statenent that the bylaws or anended bylaws will be voted on and

copies are included with the notice, or copies are avail able upon

request fromthe cooperative, and a sunmary statenent of the

proposed byl aws or anendnent is included with the notice.

(b) A quorumexists as determ ned in accordance with section

1770. 37 of the Revi sed Code.

(c) The byl aws or anendnent is approved by a mpjority vote

cast, or for a cooperative with articles or bylaws requiring nore

than majority approval or other conditions for approval, the

byl aws or anendnent is approved by a proportion of the vote cast

or the nunber of the total nenbers as required by the articles or

byl aws and the conditions for approval in the articles or byl aws

have been sati sfi ed.

Until the next annual or special nenbers' neeting, the

npjority of directors may adopt and amend byl aws for the

cooperative that are consistent with divisions (E) to (G of this

section, which may be further anmended or repealed by the nenbers

at _an annual or special nenbers' neeting.

(E) The board may anend the bylaws at any tinme to add,

change, or delete a provision unless either of the follow ng

appli es:
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(1) This chapter, the articles, or the bylaws reserve the

power exclusively to the nenbers in whole or in part.

(2) A particular bylaw expressly prohibits the board from

doi ng_so.

An _amendnent of the bylaws by the board shall be distributed

to the nenbers not later than ten days after adoption, and the

notice of the annual neeting of the nenbers shall contain a notice

of and a sunmmary of the anmendnent. The nenbers may anend the

byl aws even though the byl aws al so may be anended by the board.

(F) The nenbers may anend the bylaws to establish a greater

quorum or _voting requirenent for nenbers, or voting groups of

nenbers, than is required under this chapter. In addition, the

nenbers nmay anmend the bylaws to subsequently reduce or elimnate a

greater quorumor voting requirenent for nmenbers or voting groups

of nmenbers. An anendnent to the bylaws to establish., reduce, or

elimnate a greater guorum or voting requirenent for nenbers shal

neet the sane quorum requirenent and be adopted by the sane vote

and voting groups required to take action under the quorum and

voting requirenents then in effect or proposed to be established,

whi chever are greater

A byl aw that establishes a greater quorum or voting

requi renent for nenbers under this division shall not be adopted

or _anended by the board.

(G A bylaw that establishes a greater quorum or voting

reqgui renent for the board may be anended only if either of the

follow ng applies:

(1) |f adopted by the nenbers, only by the nenbers:;

(2) |If adopted by the board, either by the nenbers or by the

boar d.

A byl aw adopted or anmended by the nenbers that establishes a
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greater quorumor voting requirenment for the board nay provide

that it may be anended only by a specified vote of either the

nenbers or the board, but if the bylawis to be anended by a

specified vote of the nenbers. the byl aw shall be adopted by the

same _specified vote of the nmenbers

Action by the board under division (@ (2) of this section

shall neet the sane quorum requirenent and be adopted by the sane

vote required to take action under the guorum and voting

requirenent then in effect or proposed to be established,

whi chever are greater

(H (1) Unless otherwi se provided in the articles or byl aws,

the board may adopt bylaws to be effective only in an energency.

The energency byl aws., which are subject to anendnent or repeal by

the nenbers, may include all provisions necessary for nmnagi ng the

cooperative during the energency, including all of the foll ow nag:

(a) Procedures for calling a neeting of the board;

(b) Quorumrequirenents for the neetingq;

(c) Designation of additional or substitute directors.

(2) Al provisions of the regular bylaws that are consi stent

with the energency bylaws shall remain in effect during the

energency. The energency byl aws shall not be effective after the

ener gency ends.

(3) Wth respect to actions taken in good faith in accordance

with the energency byl aws, both of the foll owi ng apply:

(a) The actions are binding on the cooperative.

(b) The actions nmay not be the basis for inposition of

liability on any director, officer, enployee, or statutory agent

of the cooperative on the grounds that the action was not

aut hori zed cooperative action.

(4) For purposes of division (H) of this section, an

Page 24

684
685
686
687
688

689
690
691
692
693

694
695
696
697
698

699
700
701

702
703
704
705

706
707

708

709
710
711
712

713



H. B. No. 232
As Introduced

energency exists if a quorumof the directors cannot readily be

obt ai ned because of a catastrophic event.

Sec. 1770.13. (A A cooperative shall keep as permanent

records mnutes of all nmeetings of its nmenbers and of the board, a

record of all actions taken by the nenbers or the board wi thout a

neeting by a witten unani nbus consent in lieu of a neeting, and a

record of all waivers of notices of neetings of the nenbers and of
t he board.

(B) A cooperative shall nmintain appropriate accounting

records.

(C) A cooperative shall maintain its records in witten form

or in another formthat is capable of conversion into witten form

within a reasonabl e tine.

(D) A cooperative shall keep a copy of each of the follow ng

records at its principal office:

(1) Its articles and other governing instrunents;

(2) Its bylaws or other simlar instrunents;

(3) Arecord of the nanes and addresses of its nenbers in a

formthat allows preparation of an al phabetical |ist of nenbers

with each nmenber's address:;

(4) The mnutes of nenbers' neetings. and records of all

actions taken by nenbers without a neeting by unani nbus witten

consent in lieu of a neeting, for the preceding three cal endar

years;

(5) All witten communications within the precedi ng three

cal endar vears to nenbers as a group or to any class of nmenbers as

a_group,

(6) Alist of the nanes and busi ness addresses of its current

board nmenbers and officers.
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(E) Except as otherwise |limted by this chapter, the board of

a cooperative shall have discretion to detern ne what records are

appropriate for the purposes of the cooperative, the | ength of

time that records are to be retained, and policies relating to the

confidentiality, disclosure, inspection, and copving of the

records of the cooperative.

Sec. 1770.14. (A In addition to other powers, a cooperative:

(1) May performevery act necessary or proper to the conduct

of the cooperative's business or the acconplishnent of the

pur poses of the cooperative;

(2) Has other rights. powers, or privileges granted by the

laws of this state to other cooperatives, except those that are

inconsistent with the express provisions of this chapter:

(3) Has the powers given in section 1770.02 of the Revised

Code and in this section

This section does not give a cooperative the power or

authority to exercise the powers of a credit union under Chapter

1733. of the Revised Code or a bank. savings and | oan associ ation.

or _savings bank under Title XI of the Revised Code.

(B) A cooperative may buy, sell, or deal in its own products;

the products of its individual nenbers, patrons, or nonnenbers;

the products of another cooperative or an association or of its

nenbers or patrons; or the products of another person or entity. A

cooperative nmay negotiate the price at which its products may be

sold.

(C) A cooperative may enter into or becone a party to a

contract or agreenent for the cooperative or for the cooperative's

i ndi vi dual nmenbers or patrons or between the cooperative and its

nenbers.

(D) A cooperative may purchase and hold, | ease, nortagage,
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encunber, sell., exchange, and convey as a legal entity real

personal, and intell ectual property, including real estate,

bui | di ngs, personal property, patents, and copyrights as the

busi ness of the cooperative may require, including the sale or

other disposition of assets required by the business of the

cooperative as deternined by the board. A cooperative may take,

receive, and hold real and personal property, including the

principal and interest of noney or other funds and rights in a

contract, in trust for any purpose not inconsistent with the

pur poses of the cooperative specified in its articles or byl aws

and may exercise fiduciary powers in relation to taking.

receiving, and holding the real and personal property. A

cooperative may erect buildings or other structures or facilities

on the cooperative's owned or | eased property or on a right-of-way

that is legally acquired by the cooperative.

(E) A cooperative may i ssue bonds, debentures, or other

evi dence of indebtedness and may borrow npney, may secure any of

its obligations by nortgage of or creation of a security interest

in or other encunbrances or assignnent of all or any of its

property, franchises., or incone, and may issue guarantees for any

| egal purpose. A cooperative may form special purpose business

entities to secure assets of the cooperative.

(F) A cooperative may make advances to its nenbers or patrons

on products delivered by the nenbers or patrons to the

cooperative.

(G A cooperative may accept donations or deposits of noney

or real or personal property fromother cooperatives or

associations fromwhich it is constituted.

(H A cooperative may | oan or borrow noney to or from

i ndi vi dual nenbers, cooperatives, or associations fromwhich it is

constituted with security that it considers sufficient. A

cooperative may invest and reinvest its funds.
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(1) A cooperative may pay pensions, retirenent all owances,

and conpensation for past services to and for the benefit of, and

establish, maintain, continue, and carry out, wholly or partially

at the expense of the cooperative, enplovee benefit and incentive

plans, trusts, and provisions to or for the benefit of. any or all

of its and its related organi zations' officers, nmanagers,

directors, governors, enployees, and statutory agents and, in the

case of a related organization that is a cooperative, nenbers who

provide services to the cooperative, and any of their famlies,

dependents, and beneficiaries. A cooperative nmay i ndemify and

pur chase and mai ntain insurance for and on behalf of a fiduciary

of any of those enpl oyee benefit and incentive plans, trusts., and

pr ovi si ons.

(J) A cooperative may provide for its benefit life insurance

and ot her insurance with respect to the services of any or all of

its nmenbers, managers, directors, enployees, and statutory agents

or on the life of a nenber for the purpose of acquiring at the

death of the nenber any or all nenbership interests in the

cooperative owned by the menber

(K) A cooperative may purchase, acquire, hold, or dispose of

the ownership interests of another business entity or business

entities whether organi zed under the |laws of this state or anot her

state or the United States and assune all rights, interests,

privileges, responsibilities, and obligations arising out of the

ownership interests, including a business entity organi zed:

(1) As a federation of associations;

(2) For the purpose of formng a district, state, or national

mar keti ng sal es or service agency;

(3) For the purpose of acquiring nmarketing facilities at

termnal or other markets in this state or other states.

A cooperative may purchase, own, and hold ownership
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interests, including stock and other equity interests,

nenbershi ps, interests in nonstock capital., and evi dences of

i ndebt edness of any donestic business entity or foreign business

entity.

(L) A cooperative may exercise any and all fiduciary powers

in relations with nenbers, cooperatives, associations. or business

entities fromwhich it is constituted.

Sec. 1770.15. (A In anticipation of or during an energency

as described in division (D) of this section, a board may nodify

li nes of succession to acconmmbdate the incapacity of any director,

officer, enployee., or statutory agent. relocate the principal

office, designate alternative principal offices or regiona

offices, or authorize the officers to do so.

(B) During an energency, unless energency byl aws provide

ot herwi se, both of the follow ng apply:

(1) Notice of a neeting of the board need be given only to

those directors whomit is practicable to reach and may be gi ven

in any practicable manner, including by publication or radio.

(2) One or nore officers of the cooperative who are present

at a neeting of the board may be deened to be directors for the

neeting, in order of rank and within the sane rank in order of

seniority, as necessary to achieve a gquorum

(C) Cooperative action taken in good faith during an

energency under this section to further the ordi nary business

affairs of the cooperative binds the cooperative and nmay not be

the basis for the inposition of liability on any director,

officer, enployee, or statutory agent of the cooperative on the

grounds that the action was not an authori zed cooperative action

(D) An energency exists for purposes of this section if a

quorum of the directors cannot readily be obtai ned because of a
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cat astrophi c _event.

Sec. 1770.16. A foreign cooperative nmay conduct activities in

this state upon conpliance with the general requirenents that are

applicable to such a cooperative desiring to do business in this

state. Al contracts that may be made by a cooperative under this

chapter and that are nade by or with such a foreign cooperative

shall be enforceable in this state with all of the renedi es

established in this chapter

Sec. 1770.17. (A) A cooperative and a patron nenber or patron

of the cooperative may nmake and execute a marketing contract that

requires the patron nmenber or patron to sell a specified portion

of the patron nenber's or patron's aagricultural product or

specified commpdity produced froma certain area exclusively to or

t hrough the cooperative or a facility established by the

cooper ati ve.

If a sale is contracted to the cooperative, the sal e shal

transfer title to the product absolutely, except for any recorded

lien or security interest against the agricultural products of the

patron nmenber or patron, to the cooperative on delivery of the

product or at another specified tine if expressly provided in the

contract. However, the contract may allow the cooperative to sel

or resell the product of its patron nenber or patron with or

without taking title to the product, and pay the resale price to

the patron nenber or patron, after deducting all necessary

selling. overhead., and other costs and expenses. including other

proper _reserves and interest.

(B) Asingle termof a marketing contract executed under this

section shall not exceed ten vears, but a nmarketing contract nmay

be made self-renewing for periods not exceeding five vears each

subject to the right of either party to term nate by dgiVing
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witten notice of the termi nation during a period of the current

termas specified in the contract.

(C The byl aws of the cooperative or the narketing contract,

or both, nmay set a specific sumas |iquidated danages to be paid

by the patron nenber or patron to the cooperative for breach of

any provision of the nmarketing contract entered into under this

section and may provide that the patron nenber or patron shall pay

the costs, prem uns for bonds, expenses, and fees if an action is

br ought on the contract by the cooperative. The renedi es for

breach of contract are valid and enforceable in the courts of this

state. The provisions shall be enforced as |liquidated dananges and

are not considered a penalty.

(D) If there is a breach or threatened breach of a marketing

contract entered into under this section by a patron nenber or

patron, the cooperative is entitled to an injunction to prevent

further breach of the contract and to a decree of specific

perf ormance of the contract. Pending the adjudication of the

action after filing a conplaint showi ng the breach or threatened

breach and filing a sufficient bond., the cooperative is entitled

to a tenporary restraining order and prelimnary injunction

agai nst the patron nenber or patron

(E) No person shall knowi ngly induce or attenpt to induce a

patron nenber or patron of a cooperative organi zed under this

chapter to breach a marketing contract with the cooperative or

knowi ngly spread fal se reports about the cooperative's finances or

managenent .

(F) A person may be liable to a cooperative for civil dannges

for a violation of division (E) of this section. Each violation

constitutes a separate offense.

Sec. 1770.20. (A A cooperative shall be governed by its

board, which shall take all action for and on behalf of the
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cooperative, except those actions reserved or granted to nenbers.

Board action shall be by the affirnmative vote of a najority of the

directors voting at a duly called neeting unless a greater

majority is required by the articles or bylaws of the cooperative.

A director individually or collectively with other directors does

not have authority to act for or on behalf of the cooperative

unl ess aut hori zed by the board. A director nay advocate interests

of nmenbers or nmenber groups to the board, but the fiduciary duty

of a director is to represent the best interests of the

cooperative and all nenbers coll ectively.

(B) The board shall not have fewer than five directors,

except that a cooperative with fifty or fewer nmenbers may have

three or nore directors as prescribed in the articles or byl aws.

Sec. 1770.21. (A) The organi zers of a cooperative shall el ect

the first board to serve until directors are elected by nenbers of

the cooperative. Until election by the nenbers, the first board

shall appoint directors to fill any vacanci es.

(BY(1) Directors shall be elected for the term at the tine,

and in the manner provided in this section and the byl aws.

(2) A mjority of the directors shall be nenbers and a

mpjority of the directors shall be el ected exclusively by the

nenbers hol di ng patron nenbership interests unless otherw se

provided in the articles or byl aws.

(3) The voting authority of the directors nay be all ocated

according to allocation units or equity classifications of the

cooperative, provided that at | east one-half of the voting power

on general matters of the cooperative shall be allocated to the

directors elected by nenbers hol di ng patron nenbership interests,

or in the alternative, the directors elected by the nenbers

hol di ng patron nmenbership interests shall have an equal or shall

not have a mnority voting power on general matters of the
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cooper ati ve.

(4) A director shall hold office for the termto which the

director was elected and until a successor is elected and has

qualified to be a director or until earlier death, resignation

renmpval . or disqualification of the director

(5) The expiration of a director's termwith or w thout

election of a qualified successor does not make the prior or

subsequent acts of the director or the board void or voidable.

(6) Subject to any limtation in the articles or bylaws, the

board may set the conpensation of directors.

(7) Directors may be divided into or designated and el ect ed

by class or other distinction as provided in the articles or

byl aws.

(8) Adirector may resign by giving witten notice to the

chair of the board or the board. The resignation is effective

wi t hout acceptance when the notice is given to the chair of the

board or the board unless a |later effective tinme is specified in

the notice.

(C) Directors shall be elected at the requl ar nenbers

neeting for the terns of office prescribed in the byl aws. Except

for directors elected at district neetings or special neetings to

fill a vacancy, all directors shall be elected at the requl ar

nenbers' neeting. There shall be no cumnul ative voting for

directors except as provided in this chapter and the articles or

byl aws.

(D) For a cooperative that has districts or other units,

nenbers may elect directors on a district or unit basis if

provided in the bylaws. The directors nay be nom nated or el ected

at district neetings if provided in the bylaws. Directors who are

non nated at district neetings shall be elected at the requl ar

nenbers' neeting by vote of the entire nenbership unless the
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byl aws provide that directors who are nonm nated at district

neetings are to be elected by vote of the nenbers of the district,

at the district neeting, or at the reqgular nenbers' neeting.

(E) The following shall apply to voting by mail or by

alternative ballot:

(1) A nenber may not vote for a director other than by being

present at a neeting or by nanil ballot or alternative ball ot

aut hori zed by the board.

(2) Aballot shall be in a formprescribed by the board.

(3) A nmenber shall nmark the ballot for the candi date chosen

and mail the ballot to the cooperative in a sealed plain envel ope

i nsi de anot her _envel ope bearing the nenber's name or shall vote

desi gnating the candi date chosen by alternative ballot in the

nmanner _prescri bed by the board.

(4) 1f the ballot of the nenber is received by the

cooperative on or before the date of the requl ar nenbers' neeting

or as otherw se prescribed for alternative ballots, the ball ot

shall be accepted and counted as the vote of the nenber.

Sec. 1770.22. (A) |If a patron nenber director's position

becones vacant or a new director position is created for a

director that was or is to be elected by patron nenbers, the

board, in consultation with the directors el ected by patron

nenbers, shall appoint a patron nenber of the cooperative to fil

the director's position until the next reqular or special nenbers'

neeting. If there are no directors elected by patron nenbers on

the board at the tinme of the vacancy, a special patron nenbers

neeting shall be called to fill the patron nenber director

vacancy.

(B) If a vacating director was not elected by the patron

nenbers or a new director position is created, unless otherw se
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provided in the articles or bylaws, the board shall appoint a

director to fill the vacant position by majority vote of the

remai ning or then serving directors even if they constitute | ess

than a quorum At the next reqular or special nenbers' neetindg,

the menbers or patron nenbers shall elect a director to fill the

unexpi red termof the vacant director's position.

Sec. 1770.23. (A) A director nay be renpved at any tine, with

or without cause, if all of the foll owi ng apply:

(1) The director was naned by the board to fill a vacancy.

(2) The nenbers have not elected directors in the interval

between the time of the appointnent to fill a vacancy and the tine

of the renoval

(3) Amjority of the remaining directors affirmatively vote

to renpove the director.

(B) Any one or all of the directors may be renoved at any

tine, with or without cause, by the affirnative vote of the

holders of a majority of the voting power of nenbership interests

entitled to vote at an election of directors, provided that if a

director has been elected solely by the patron nenbers or the

hol ders of a class or series of nenbership interests as stated in

the articles or bylaws, that director may be renoved only by the

affirmati ve vote of the holders of a mapjority of the voting power

of the patron nenbers for a director elected by the patron nenbers

or of all nenbership interests of that class or series entitled to

vote at an election of that director.

(G New directors may be elected at a neeting at which

directors are renoved

(D) This section applies unless the articles or bylaws of a

cooperative establish different requirenments and procedures.
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Sec. 1770.24. (A Meetings of a board may be held fromtine

to tine as provided in the articles or bylaws at any place within

or without the state that the board may sel ect or by any neans

described in division (B) of this section. |If the board fails to

select a place for a neeting, the nmeeting shall be held at the

princi pal executive office unless the articles or byl aws provide

ot herw se.

(B) (1) A conference anpbng directors by any neans of

conmuni cati on through which the directors may simultaneously hear

each other during the conference constitutes a board neeting if

the sane notice concerning the neeting is given as would be

required by division (C) of this section and if the nunber of

directors participating in the conference wuld be sufficient to

constitute a guorumat a neeting. Participation in a neeting by

that nmeans constitutes presence in person at the neetinag.

(2) Adirector may participate in a board neeting not

described in division (B)(1) of this section by any neans of

communi cation through which the director, other directors so

participating., and all directors physically present at the neeting

may Si nul t aneously hear each other during the nmeeting.

Participation in a neeting by that neans constitutes presence in

person _at the neeting.

(G Unless the articles or bylaws provide for a different

tinme period, a director may call a board neeting by qiving at

| east ten days' notice or., in the case of organi zational neetings.

at least three days' notice to all directors of the date., tine,

and place of the neeting. The notice need not state the purpose of

the neeting unless this chapter, the articles, or the byl aws

require it.

(D) If the day or date, tine, and place of a board neeting

have been specified in the articles or byl aws or announced at a
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previ ous neeting of the board, no notice is required. Notice of an

adj our ned neeting need not be given other than by announcenent at

the nmeeting at whi ch adj our nnent occurs.

(E) Adirector may waive notice of a neeting of the board. A

wai ver _of notice by a director entitled to notice is effective

whet her gi ven before, at, or after the neeting and whet her given

in witing, orally, or by attendance. Attendance by a director at

a neeting is a waiver of notice of that neeting, except where the

director objects at the beginning of the neeting to the

transacti on of business because the neeting is not lawfully called

or _convened and does not participate in the neeting after the

obj ecti on.

(F) If the articles or bylaws so provide, a director nay dive

advance witten consent or opposition to a proposal to be acted on

at a board neeting. If the director is not present at the neeting,

consent or opposition to a proposal does not constitute presence

for purposes of determ ning the existence of a gquorum Consent or

opposition shall be counted as the vote of a director present at

the meeting in favor of or against the proposal and shall be

entered in the minutes or other record of action at the neeting if

the proposal acted on at the neeting is substantially the same or

has substantially the sane effect as the proposal to which the

director has consented or objected.

(G A nmmjority, or a larger or smaller portion or nunber

provided in the articles or bylaws., of the directors currently

holding office is a quorumfor the transaction of business. In the

absence of a guorum a majority of the directors present nmay

adjourn a neeting fromtine to tine until a guorumis present. |f

a quorumis present when a duly called or held neeting is

convened, the directors present may continue to transact busi ness

until adjournnment even though the w thdrawal of a nunber of

directors originally present | eaves |l ess than the portion or
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nunber ot herwi se required for a quorum

Sec. 1770.25. (A A board shall take action by the

affirmati ve vote of the greater of a majority of directors present

at a duly held neeting at the tine the action is taken or a

majority of the mninmum portion or nunber of directors that would

constitute a quorumfor the transaction of business at the

neeting, except when this chapter, the articles, or the byl aws

require the affirmative vote of a |arger portion or nunber. |f the

articles or bylaws require a |arger portion or nunmber than is

required by this chapter for a particular action, the articles or

byl aws contr ol

(B An action that is required or pernitted to be taken at a

board neeting may be taken by witten action signed by all of the

directors. If the articles or bylaws so provide, an action, other

than an_action requiring nenber approval. may be taken by witten

action signed by the nunber of directors that would be required to

take the sane action at a neeting of the board at which al

directors were present. The witten action is effective when

signed by the required nunber of directors unless a different

effective tine is provided in the witten action.

(C) Wen witten action is pernmtted to be taken by fewer

than all directors, all directors shall be notified i medi ately of

its text and effective date. Failure to provide the notice does

not invalidate the witten action. A director who does not sign or

consent to the witten action has no liability for the action or

actions taken by the witten action.

Sec. 1770.26. (A) A board shall establish an audit committee

to review the financial information and accounting report of the

cooperative. The cooperative shall have the financial infornation

audited for presentation to the nenbers unless the byl aws all ow
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financial statenents that are not audited and the financi al

statenents clearly state that they are not audited and state the

di fference between financial statenents that are not audited and

financial statenents that are audited and prepared according to

generally accepted accounting procedures. The directors shal

el ect nenbers to the audit committee. The audit committee shall

ensure an i ndependent review of the cooperative's finances and

audit, if any.

(BY(1) A resolution approved by the affirmtive vote of a

mpjority of the board may establish comm ttees having the

authority of the board in the managenent of the busi ness of the

cooperative only to the extent provided in the resolution

Committees may include a special litigation conmttee consisting

of one or nore independent directors or other independent persons

to consider legal rights or renedies of the cooperative and

whet her those rights and renedi es shoul d be pursued. Comm ttees

other than special litigation commttees are subject at all tines

to the direction and control of the board.

(2) Unless the articles or bylaws provide for a different

nenber ship or manner of appointnent, a conmmittee shall consist of

one or nore persons, who need not be directors, appointed by

affirmati ve vote of a majority of the directors present.

(3) The procedures governing neetings of the board apply to

commi ttees and nenbers of committees to the sane extent as those

procedures apply to the board and individual directors.

(4 Mnutes, if any. of committee neetings shall be nnde

avai |l abl e upon request to nenbers of the conmmittee and to any

director.

(5) The establishnment of., delegation of authority to, and

action by a conmttee do not alone constitute conpliance by a

director with the standard of conduct established in section
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1770. 27 of the Revi sed Code.

(6) Commttee nmenbers are considered to be directors for
pur poses of sections 1770.27, 1770.28, and 1770.30 of the Revised
Code.

Sec. 1770.27. (A) A director shall discharge the duties of

the position of director in good faith, in a manner that the

di rector reasonably believes to be in the best interests of the

cooperative, and with the care that an ordinarily prudent person

in a like position would exercise under sinilar circunstances. A

person who so perforns those duties is not |liable by reason of

bei ng or having been a director of the cooperative.

(B Adirector may rely on information, opinions, reports, or

statenents., including financial statenents and other financia

data, prepared or presented by any of the foll ow ng:

(1) One or nore officers or enployees of the cooperative whom

the director reasonably believes to be |iable and conpetent in the

natters presented;

(2) Counsel. public accountants, or other persons as to

natters that the director reasonably believes are within the

person's professional or expert conpetence;

(3) Acomittee of the board on which the director does not

serve, duly established by the board, as to matters within its

designated authority if the director reasonably believes the

conmmittee to nerit confidence.

Division (B) of this section does not apply to a director who

has know edge concerning the matter in question that nakes the

reliance otherwise permtted by division (B) of this section

unwar r ant ed.

(C) A director who is present at a neeting of the board when

an action is approved by the affirmative vote of a majority of the
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directors present is presuned to have assented to the action

approved unl ess the director does any of the follow ng:

(1) Objects at the bedinning of the neeting to the

transaction of business because the neeting is not lawfully called

or _convened and does not participate in the neeting after the

objection, in which case the director is not considered to be

present at the neeting for any purpose of this chapter;

(2) Votes against the action at the neeting;

(3) Is prohibited by a conflict of interest fromvoting on

the action.

(D) In discharging the duties of the position of director, a

director, in considering the best interests of the cooperative,

nmay consider the interests of the cooperative's enpl oyees,

custoners, suppliers, and creditors, the econony of the state, and

long-termas well as short-terminterests of the cooperative and

its patron nenbers, including the possibility that those interests

nmay be best served by the continued i ndependence of the

cooperative.

Sec. 1770.28. (A) A contract or other transaction between a

cooperative and one or nore of its directors, or between a

cooperative and a business entity in or of which one or nore of

its directors are governors, directors, managers, officers, or

| egal representatives or have a material financial interest, is

not void or voidable because the director or directors or the

other business entities are parties or because the director or

directors are present at the neeting of the nenbers or the board

or a conmmittee at which the contract or transaction is authorized,

approved, or ratified if either of the follow ng applies:

(1) The contract or transaction was, and the person asserting

the validity of the contract or transaction sustains the burden of
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establishing that the contract or transaction was, fair and

reasonable as to the cooperative at the tine that it was

aut hori zed, approved, or ratified and both of the foll owi ng apply:

(a) The material facts as to the contract or transaction and

as to the director's or directors' interest are disclosed or known

to the nenbers.

(b) The material facts as to the contract or transaction and

as to the director's or directors' interest are fully disclosed or

known to the board or a conmmittee, and the board or conmttee

aut hori zes, approves, or ratifies the contract or transaction in

good faith by a majority of the board or committee, but the

interested director or directors are not counted in detern ning

the presence of a quorum and do not vote.

(2) The contract or transaction is a distribution, contract,

or transaction that is nade available to all nenbers or patron

nenbers as part of the cooperative's business.

(B) If a conmmttee is elected or appointed to authorize,

ratify, or approve a contract or transaction under this section,

the menbers of the committee shall not have a conflict of interest

and shall be charged with representing the best interests of the

cooperative.

(C) For purposes of this section both of the foll ow ng apply:

(1) Aresolution fixing the conpensation of a director or

fixing the conpensation of another director as a director,

officer, enployee., or statutory agent of the cooperative is not

void or voidable or considered to be a contract or other

transacti on between a cooperative and one or nore of its directors

for purposes of this section even though the director receiving

the conpensation fixed by the resolution is present and voting at

the nmeeting of the board or a conmmttee at which the resolution is

aut hori zed, approved, or ratified or even though other directors
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voting on the resolution are also receiving conpensation fromthe

cooper ati ve.

(2) Adirector has a material financial interest in each

organi zation in which the director or the spouse, parents,

children, spouses of children, brothers and sisters, spouses of

brothers and sisters, and brothers and sisters of the spouse of

the director or any conbi nation of them have a material financial

interest. For purposes of this section, a contract or other

transacti on between a cooperative and the spouse, parents,

children, spouses of children, brothers and sisters, spouses of

brothers and sisters, and brothers and sisters of the spouse of a

director or any conbination of themis considered to be a

transacti on between the cooperative and the director.

Sec. 1770.29. (A) A director's personal liability to the

cooperative or nenbers for nonetary damages for breach of

fiduciary duty as a director nmay be elininated or linited in the

articles or bylaws, except as provided in division (B) of this

section.

(B) The articles or bylaws nay not elininate or lint the

liability of a director for any of the foll ow ng:

(1) A breach of the director's duty of loyalty to the

cooperative or its nenbers:;

(2) Acts or onmissions that are not in good faith or involve

i ntentional ni sconduct or a knowi ng violation of |aw

(3) Knowing violations of securities laws or illegal

di stributions;

(4) A transaction fromwhich the director derived an inproper

per sonal benefit;

(5) An act or om ssion occurring before the date when the

provision in the articles or bylaws elinmnating or limting
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liability becones effective.

Sec. 1770.30. (A As used in this section

(1) "Cooperative" includes a donmestic or foreign cooperative

that was the predecessor of the cooperative referred to in this

section in a nerger or other transaction in which the

predecessor's exi stence ceased upon consunmation of the

transacti on.

(2) "Oficial capacity" neans all of the foll ow ng:

(a) Wth respect to a director, the position of director in a

cooper ative;

(b) Wth respect to a person other than a director. the

el ective or appointive office or position held by the person.

nenbership on a comm ttee of the board, the enpl oynent

relationship undertaken by an enployee of the cooperative, or the

scope of services provided by nenbers of the cooperative to the

cooper ative;

(c) Wth respect to a director, chief executive officer,

nenber, or enployee of the cooperative who, while holding such an

office or position, is or was serving at the request of the

cooperative or whose duties in that office or position involve or

i nvol ved service as a governor, director, manager, officer,

nenber, partner, trustee, enployee, or agent of another

organi zati on or _enpl oyee benefit plan, the office or position of

that person as a governor, director, manager, officer, nenber,

partner, trustee, enplovee. or agent. as the case may be., of the

ot her _organi zati on or enpl oyee benefit plan.

(3) "Proceeding" neans a threatened. pending. or conpleted

civil, crimnal, adnmnistrative, arbitration, or investigative

proceedi ng. including a proceeding by or in the right of the

cooper ati ve.
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(B) Subject to division (D) of this section, a cooperative

shall indemify a person that is made or threatened to be made a

party to a proceeding by reason of the forner or present official

capacity of the person against judgnents, penalties. fines,

including, without limtation, excise taxes assessed agai nst the

person with respect to an enployvee benefit plan, settlenents, and

reasonabl e expenses, including attorney's fees and di sbursenents

incurred by the person in connection with the proceeding, if, with

respect to the acts or om ssions of the person conpl ained of in

the proceeding, all of the followi ng apply to the person

(1) The person has not been indemified by another

organi zati on or enpl oyee benefit plan for the sane judgnents,

penalties, fines, including, without limtation, excise taxes

assessed agai nst the person with respect to an enpl oyee benefit

pl an, settl enents, and reasonabl e expenses, including attorney

fees and di sbursenents incurred by the person in connection with

the proceeding, with respect to the sane acts or omni SSions.

(2) The person acted in good faith.

(3) The person received no inproper personal benefit, and the

person has not committed an act for which liability cannot be

elimnated or linmted under section 1770.29 of the Revised Code.

(4) In the case of a criminal proceeding., the person had no

reasonabl e cause to believe the conduct was unl awf ul

(5) In the case of acts or omissions occurring in the

person's official capacity. the person reasonably believed that

the conduct was in the best interests of the cooperative or that

the conduct was not opposed to the best interests of the

cooperative. |If the person's acts or om ssions conplained of in

the proceeding relate to conduct as a director, officer, trustee,

enpl oyee, or agent of an enpl oyee benefit plan, the conduct is not

consi dered to be opposed to the best interests of the cooperative
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if the person reasonably believed that the conduct was in the best

interests of the participants or beneficiaries of the enpl oyee

benefit pl an.

The ternination of a proceedi ng by judgnent. order

settlenent, or conviction or upon a plea of no contest does not,

of itself, establish that the person did not neet the criteria

established in this division.

(C) Subject to division (D) of this section, if a personis

nade or threatened to be nade a party to a proceeding., the person

is entitled, upon witten request to the cooperative, to paynent

or _reinbursenent by the cooperative of reasonabl e expenses,

including attorney fees and di sbursenents incurred by the person

in advance of the final disposition of the proceeding, if both of

the foll owi ng apply:

(1) Upon receipt by the cooperative of a witten affirmation

by the person of a good faith belief that the criteria for

i ndemmi fication established in division (B) of this section have

been satisfied, and a witten undertaking by the person to repay

all anmpunts paid or reinbursed by the cooperative if it is

ultimately deternmined that the criteria for indemification have

not been satisfied;

(2) After a determnation that the facts then known to those

nmaki ng the deterni nati on would not preclude i ndemification under

this section.

The witten undertaking required by division (O (1) of this

section is an unlinmted general obligation of the person neking

it., but need not be secured and shall be accepted wi thout

reference to financial ability to make the repaynent.

(D) The articles or bylaws either may prohibit

indemmi fication or advances of expenses otherw se required by this

section or may inpose conditions on indemification or advances of
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expenses in addition to the conditions established in divisions

(B) and (C) of this section, including, without |linitation

nonetary limts on indemification or advances of expenses if the

conditions apply equally to all persons or to all persons within a

given class. A prohibition or linmt on indemification or advances

of expenses may not apply to or affect the right of a person to

indemmi fication or advances of expenses with respect to any acts

or onissions of the person occurring before the effective date of

a provision in the articles or the date of adoption of a provision

in the byl aws establishing the prohibition or limt on

i ndemmi fication or advances of expenses.

(E) This section does not require or limt the ability of a

cooperative to reinburse expenses, including attorney's fees and

di sbhursenents, incurred by a person in connection with an

appearance as a witness in a proceeding at a tinme when the person

has not been made or threatened to be made a party to a

pr oceedi ng.

(F) Al determnm nations concerni ng whet her i ndemi fi cati on of

a person is required by division (B) of this section and whether a

person is entitled to paynent or reinbursenent of expenses in

advance of the final disposition of a proceeding as provided in

division (C of this section shall be nade as foll ows:

(1) By a majority of a quorumof the board if the directors

who are, at the tine, parties to the proceeding are not counted

for deternmining either a majority or the presence of a guorum

(2) If a quorumunder division (F)(1) of this section cannot

be obtained by a mpjority of a conmmittee of the board consisting

solely of two or nore directors not at the tine parties to the

proceedi ng duly designated to act in the matter, by a majority of

the full board, including directors who are parties;

(3) If a determ nation cannot be made under division (F)(1)
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or (2) of this section, by the affirmative vote of the nenbers,

but the nenbership interests held by parties to the proceeding

shall not be counted in deternm ning the presence of a guorum and

those nenbers are not considered to be present and entitled to

vote on the deternination

(G A cooperative may purchase and nmintain insurance on

behal f of a person in that person's official capacity agai nst any

liability asserted against and incurred by the person in or

arising fromthat capacity whether or not the cooperative would

have been required to indemify the person against the liability

under this section

(H A cooperative that i ndemnifies or advances expenses to a

person in accordance with this section in connection with a

proceedi ng by or on behalf of the cooperative shall report to the

nenbers in witing the anount of the indemification or advance

and to whom and on whose behalf it was paid not |later than the

next requl ar nenbers' neeting.

(1) Nothing in this section shall be construed to limt the

power of the cooperative to indemify persons other than a

director., chief executive officer, nenber, enployee, or nenber of

a committee of the board of the cooperative by contract or

ot herwi se.

Sec. 1770.31. (A) A board shall elect both of the foll ow ng:

(1) A chair;

(2) One or nore vice-chairs.

(B) The board shall elect or appoint both of the foll ow ng:

(1) A records officer

(2) A financial officer.

(C) The officers, other than the chief executive officer
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enpl oved under division (G of this section, shall not have the

authority to bind the cooperative except as authorized by the

boar d.

(D) The board may el ect or appoint additional officers as the

articles or bylaws authorize or require.

(E) The offices of records officer and financial officer may
be conbi ned.

(F) The chair and first vice-chair shall be directors and

nenbers. The financial officer, records officer, and additional

officers need not be directors or nenbers.

(G The board may enploy a chief executive officer to nanage

the day-to-day affairs and business of the cooperative, and, if a

chief executive officer is enployed, the chief executive officer

shall have the authority to inplenent the functions, duties, and

obligations of the cooperative except as restricted by the board.

The chi ef executive officer shall not exercise authority reserved

to the board or the nmenbers under this chapter, the articles, or

the byl aws.

Sec. 1730.32. (A A cooperative shall have one or npore

nenbers., including one or nore patron nmenbers. A cooperative may

di vide nenbers into units, classes, or series as authorized by its

articles or bylaws. The board may inplenent the use of units,

classes, or series to elect delegates to nenbers' neetings.

(B) A nenber who purposely or repeatedly violates a provision

of the articles, the bylaws, a nenber control agreenent. or _a

narketing contract with the cooperative may be required by the

board to surrender the nenber's voting power or the financial

rights of nenbership interest of any class owned by the nenber, or

both. The cooperative shall refund to the nenber for the

surrendered financial rights of nenbership interest the | esser of

Page 49

1445
1446
1447

1448
1449

1450
1451

1452
1453
1454

1455
1456
1457
1458
1459
1460
1461
1462

1463
1464
1465
1466
1467

1468
1469
1470
1471
1472
1473
1474



H. B. No. 232
As Introduced

t he book val ue or market value of those financial rights payable

in not nore than seven vears fromthe date of surrender, or the

board may transfer all of a patron nenber's financial rights to a

class of financial rights held by nenbers who are not patron

nenbers or to a certificate of interest, which carries |liquidation

rights on par with nenbership interests and is redeened within

seven vears after the transfer as provided in the certificate.

Menbership interests required to be surrendered may be rei ssued or

be retired and cancel ed by the board.

Sec. 1770.33. A nenber is not personally liable for the acts,

debts, liabilities, or obligations of a cooperative. A nenber is

liable for any unpaid subscription for the nenbership interest,

unpai d nenbership fees, or a debt for which the nenber has

separately contracted with the cooperative.

Sec. 1770.34. (A Requl ar nenbers' neetings shall be held

annual ly at a tine deternined by the board unl ess otherw se

provided for in the byl aws.

(B) The requl ar nenbers' neeting shall be held at the

principal place of business of the cooperative or at another

conveniently |located place as deternined by the bylaws or the

boar d.

(G The officers shall submt reports to the nenbers at the

regul ar nenbers' neeting covering the business of the cooperative

for the previous fiscal year that show the condition of the

cooperative at the close of the fiscal vear

(D) Al directors shall be elected at the regul ar nenbers

neeting for the terns of office prescribed in the byl aws. However,

if the menbers have been divided into units, classes, or series,

the bylaws may allow for the election of a director or directors

by unit, class, or series of nenbers.
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(E)(1) A cooperative shall give notice of reqular nenbers

neetings by mailing a notice to each nenber at the nenber's | ast

known post office address or by other notification approved by the

board and agreed to by the nenbers. The requl ar nenbers' neeting

notice shall be published or otherw se provided by approved nethod

at least two weeks before the date of the neeting or nniled at

| east fifteen days before the date of the neeting.

(2) The notice shall contain a summary of any byl aw

anendnents adopted by the board since the | ast annual neeting.

(F) A nmenber may wai ve notice of a reqular nenbers' neeting.

A waiver of notice by a nenber entitled to notice is effective

whet her qgiven before, at. or after the neeting and whether given

in witing, orally, or by attendance. Attendance by a nenber at a

neeting is a waiver of notice of that neeting., except when the

nenber objects at the beginning of the neeting to the transaction

of busi ness because the neeting has not been |lawfully called or

convened or objects before a vote on an item of business because

the itemnmay not |lawfully be considered at that neeting and does

not participate in the consideration of the itemat that neeting.

Sec. 1770.35. (A Special nmenbers' neetings may be called by

either of the foll ow ng:

(1) A majority vote of a quorum of the board;

(2) Awitten petition subnmtted to the chair of the board by

at least twenty per cent of the patron nenbers and, if authorized

by the bylaws, twenty per cent of the nonpatron nenbers or nenbers

representing twenty per cent of the nenmbership interests

collectively.

(B) A cooperative shall qgive notice of a special nenbers

neeting in the sane nanner that notice of a requl ar nenbers

neeting is given under section 1770.34 of the Revised Code, and
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notice of a special nenbers' neeting may be waived in the sane

manner _that notice nay be wai ved under that section.

Sec. 1770.36. After mmiling reqular or special nenbers

neeting notices or otherwi se delivering the notices, a cooperative

shall create a record containing the date of nmmiling or delivery

of the notices and a statenent that the reqular or specia

nenbers' neeting notices were nailed or delivered as prescri bed by

|law. The certificate shall be made a part of the record of the

neeting. Failure of a nenber to receive a reqular or special

nenbers' neeting notice does not invalidate an action taken by the

nenbers at a nenbers' neeting.

Sec. 1770.37. A quorum at a nenbers' neeting that is

necessary to transact business shall be ten per cent of the total

nunber of nenbers for a cooperative with five hundred or fewer

nenbers and fifty nenbers for cooperatives with nore than five

hundred nenbers. Menbers may vote by mail or by an alternative

ballot. In determning if a quorumexists at a neeting, nenbers

present in person or represented by mail vote or an alternative

ball ot shall be counted. A aguorum shall be verified by the chair

or the records officer of the cooperative and shall be reported in

the mnutes of the nmeeting. An action by a cooperative i s not

valid or legal in the absence of a quorum at the neeting at which

the action was taken.

Sec. 1730.38. To the extent authorized in the articles or

byl aws or a nenber control agreenent. a reqgular or speci al

nenbers' neeting may be held solely by a conbination of neans of

renote communi cation through which the nenbers may participate in

the neeting if notice of the neeting is given to every owner of

nenbership interests entitled to vote as required by this chapter

for a neeting and if the nenbership interests held by the nenbers
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participating in the neeting would be sufficient to constitute a

quorum at a neeting. Participation by a nenber by neans of renpte

conmuni cation constitutes presence at the neeting in person or by

proxy if all the other requirenents of this chapter for the

neeting are net.

Sec. 1770.39. (A) Except when this chapter, the articles or

byl aws, or a nenber control agreenent requires otherw se, nenbers

shall take action by the affirmative vote of a napjority of the

voting power of the nmenbership interests that are part of a quorum

and entitled to vote on that item of business. The articles or

byl aws adopted by the menbers may provide for a greater gquorum or

voting reauirenent for nenbers or a unit, class., or series of

nenbers than is provided for by this chapter. An anendnent to the

articles or bylaws that establishes, reduces, or elinm nates a

greater quorum or voting requirenment shall be adopted in
accordance with section 1770.06 or 1770.12 of the Revi sed Code, as

applicable. If the articles or bylaws or a nenber control

agreenent requires such a larger proportion for a particular

action, the articles. bylaws. or nmenber control agreenent

controls.

(B) In a case where a unit, class, or series of nenbership

interests is entitled by this chapter, the articles or bylaws., a

nenber control agreenent, or the terns of the nenbership interests

to vote as a unit, class, or series, the natter being voted on

also shall receive the affirmative vote of the owners of the sane

proportion of the nenbership interests present of that unit,

class, or series, or of the total outstanding nenbership interests

of that unit, class, or series, as the proportion required under

division (A of this section unless the articles or bylaws or the

nenber control agreenent requires a |arger proportion. Unl ess

otherwi se stated in the articles or bylaws or a nenber control

agreenent. in the case of voting as a unit, class, or series. the
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n ni rum percentage of the total voting power of nenbership

interests of the unit, class, or series that shall be present is

equal to the nininmmpercentage of all nenbership interests

entitled to vote and required to be present under section 1770. 37
of the Revi sed Code.

Sec. 1770.40. (A The bylaws of a cooperative shall require

patron nmenbers to vote collectively based on the vote of the

majority of patron nenbers voting on an issue before the nenbers

of the cooperative. In no case shall the bylaws of a cooperative

allow the collective vote of patron nenbers to constitute | ess

than fifteen per cent of the total vote of nenbers of the

cooperative even if the total patron nenbership constitutes | ess

than fifteen per cent of the total nenbership of the cooperative.

(B) A patron nenber of a cooperative is entitled to only one

vote on an issue to be voted on by nenbers hol di ng patron

nenbership interests, except that if authorized in the articles or

byl aws, a patron nenber may be entitled to additional votes in

accordance with section 1770.41 of the Revised Code. A nonpatron

nenber has voting rights in accordance with the nonpatron nenber's

nenbership interests as granted in the bylaws, subject to this

chapt er.

(C) A cooperative may provide in the articles or byl aws that

units, classes, or series of nenbers are entitled to be

represented at nenbers' neetings by del egates chosen by the

nenbers of the unit., class. or series. The delegates may vote on

natters at the nmenbers' neeting in the sane manner as a nenber

The del egates may only exercise the voting rights on the basis and

with the nunber of votes prescribed in the articles or bylaws. |f

the approval of a certain portion of the nenbers is required for

adopti on of anendnents, a dissolution, a nerger, a consolidation

or a sale of assets, the votes of del egates shall be counted as
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votes by the nenbers represented by the del egates.

Sec. 1770.41. (A) A cooperative may authorize in its articles

or byl aws patron nenbers to have additional votes concerni ng any

of the following or a conmbination of them

(1) A stipulated anbunt of business transacted between a

patron nmenber and the cooperative;

(2) A stipulated nunber of patron nenbers in the cooperative;

(3) A stipulated ampunt of equity allocated to or held by a

patron nmenber cooperative in the cooperative's centra

or gani zati on.

(B) A cooperative that is organized into units or districts

of patron nenbers may authorize in its articles or bylaws the

del egates elected by its patron nmenbers to have an additional vote

for either of the following or a conbination of them

(1) A stipul ated anmpbunt of business transacted between the

patron nmenbers in the units or districts and the cooperative;

(2) A stipulated ambunt of equity allocated to or held by the

patron nmenbers of the units or districts of the cooperative.

Sec. 1770.42. (A) A board may fix a date of not nore than

sixty days prior to the date of a nenbers' neeting as the date for

the determ nation of which owners of nenbership interests are

entitled to notice of and to vote at the neeting. The articles or

byl aws nmay establish a shorter period of tine for naking such a

determ nation. Wien a date is so fixed, only nenbers on that date

are entitled to notice of and to vote at that neetinag.

(B) The articles or bylaws nmay give or prescribe the nmanner

of giving a creditor, security holder, or other person a right to

vote on patron nenbership interests.

(C) Menbership interests that are owned by two or nore
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nenbers may be voted by any one of them unl ess the cooperative

receives witten notice fromany one of them denying the authority

of that person to vote those nenbership interests.

(D) Except as provided in this division, an owner of a

nonpatron nenbership interest or a patron nenbership interest with

nore than one vote that is entitled to vote nay vote any portion

of the menbership interest in any way the nenber chooses. If a

nenber votes wi thout designating the portion voted in a particular

way, the nenber is considered to have voted all of the nenbership

interest in that way.

Sec. 1770.43. (A Menbership interests of a cooperative

reflected in the records of the cooperative as bei ng owned by

anot her _donestic or foreign business entity may be voted by the

chair, the chief executive officer, or another |eqal

representative of that entity.

(B) Menbership interests of a cooperative in the nane of, or

under the control of, the cooperative or a subsidiary in a

fiduciary capacity are not entitled to be voted on any natter,

except to the extent that the settlor or beneficiary possesses and

exercises a right to vote or gives the cooperative or, with

respect to nenbership interests in the nane of or under control of

a subsidiary, the subsidiary binding instructions on how to vote

the nenbership interests.

(C) Subject to section 1770.40 of the Revi sed Code,

nenbership interests under the control of a person in a capacity

as a personal representative, adninistrator, executor, quardi an

conservator, or sinilar capacity may be voted by the person

either in person or by proxy., without reflecting in the records of

the cooperative those nenbership interests in the nanme of the

person.

(D) Menbership interests reflected in the records in the nane

Page 56

1657
1658
1659

1660
1661
1662
1663
1664
1665
1666

1667
1668
1669
1670
1671

1672
1673
1674
1675
1676
1677
1678
1679

1680
1681
1682
1683
1684
1685
1686

1687



H. B. No. 232
As Introduced

of a trustee in bankruptcy or a receiver may be voted by the

trustee or receiver either in person or by proxy. Mnbership

interests under the control of a trustee in bankruptcy or a

receiver may be voted by the trustee or receiver w thout

reflecting in the records of the cooperative the nane of the

trustee or receiver if authority to do so is contained in an

appropriate order of the court by which the trustee or receiver

was appoi nted. The right to vote of trustees in bankruptcy and

receivers is subject to section 1770.40 of the Revi sed Code.

(F) Menbership interests reflected in the records of the

cooperative in the nane of a business entity not described in

divisions (A to (D) of this section nay be voted either in person

or by proxy by the |l egal representative of that business entity.

(G The grant of a security interest in a nenbership interest

does not entitle the holders of the security interest to vote.

Sec. 1770.44. (A) Patron nenbers may be represented by the

proxy of other patron nenbers. Nonpatron nenbers may be

represented by proxy if authorized by the byl aws.

(B) A nmenber may cast or authorize the casting of a vote by

proxy either by filing a witten appointnent of a proxy with the

board at or before the neeting at which the appointnment is to be

effective or by tel ephonic transm ssion or authenticated

el ectroni c communi cation as authorized by the byl aws.

(C) The appointnent of a proxy is valid for eleven nonths

unl ess a longer period is expressly provided in the appointnent.

No appointnent is irrevocable unless the appointnent is coupl ed

with an interest in a nenbership interest or the cooperative.

(D) An appoi ntnent nmay be termnated at will unl ess the

appointnent is coupled with an interest in the cooperative or a

nenbership interest, in which case it shall not be term nated
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except in accordance with the ternms of an agreenent, if any,

bet ween the parties to the appointnent. Term nation may be nmade by

filing witten notice of the termination of the appointnent wth

the board or by filing a new witten appointnent of a proxy with

the board in accordance with division (B) of this section.

Ternmination in either manner revokes all prior proxy appointnents

and is effective when filed with the board.

(E) The death or incapacity of a person appointing a proxy

does not revoke the authority of the proxy unless witten notice

of the death or incapacity is received by the board before the

proxy exercises the authority under that appoi ntnent.

(F) Unless the appointnment specifically provides otherw se,

if two or nbre persons are appointed as proxies for a nmenber. both

of the foll ow ng apply:

(1) Any one of them nay vote the nenbership interests on each

item of business in accordance with specific instructions

contai ned in the appointnment.

(2) If no specific instructions are contained in the

appoi ntnent with respect to voting the nenbership interests on a

particular item of business, the nenbership interests shall be

voted as a majority of the proxies deternmnes. If the proxies are

equal |y divided, the nenbership interests shall not be voted.

(G Unless the appointnment of a proxy contains a restriction,

limtation, or specific reservation of authority, the cooperative

may accept a vote or action taken by a person naned in the

appoi ntnent. The vote of a proxy is final, binding, and not

subject to challenge., but the proxy is liable to the nenber for

danages resulting froma failure to exercise the proxy or from an

exercise of the proxy in violation of the authority granted in the

appoi nt nent .

(H If a proxy is given authority by a nenber to vote on
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fewer than all itens of business considered at a nenbers' neetinag,

the menber is considered to be present and entitled to vote by the

proxy only with respect to those itens of business for which the

proxy has authority to vote.

Sec. 1770.45. A board may direct a cooperative that holds

ownership interests of another business entity to elect or appoint

a person to represent the cooperative at a neeting of the business

entity. The representative has authority to represent the

cooperative and may cast the cooperative's vote at the neeting.

Sec. 1770.46. (A A nenber is entitled to i nspect and copy,

at the nenber's expense. during reqular business hours at a

reasonabl e | ocation specified by the cooperative, any of the
records described in section 1770.13 of the Revised Code if the

nenber neets the requirements of division (B) of this section and

gi ves the cooperative witten demand at | east five busi ness days

prior to the date on which the nmenber wi shes to inspect and copy

the records. However, no nenber shall have the right to inspect or

copy any records of the cooperative relating to the anpunt of

equity capital in the cooperative held by any person or any

accounts receivable or other anpbunts due the cooperative from any

person or _any personnel records or enploynent records of any

enpl oyee.

(B) In order to be entitled to inspect and copy records, a

nmenber _shall neet the followi ng requirenents:

(1) The nenber shall have been a nenber for at | east one vear

imedi ately preceding the demand to inspect and copy or be a

nenber holding at |east five per cent of all of the outstanding

equity interests in the cooperative as of the date on which the

demand i s nade.

(2) The denmand is nade in good faith and for a proper
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cooperati ve busi ness purpose.

(3) The nenber describes with reasonable particularity the

pur pose of the denmand to inspect and copy records and describes

the records that the nmenber desires to inspect and copy.

(4) The records are directly connected with the described

pur pose.

(Q (1) The right of inspection and copying granted by this

section shall not be abolished or linited by the articles or

byl aws or any actions of the board or the nenbers.

(2) This section does not affect either of the foll ow ng:

(a) The right of a nenber to inspect records to the sanme

extent as any other litigant if the nmenber is in litigation with

the cooperative;

(b) The power of a court to conpel the production of the

cooperative's records for exanination

(3) Notwithstanding any other provision of this section, if

the records to be inspected or copied are in active use or_ storage

and not available at the tine otherw se provided for inspection or

copving. the cooperative shall notify the nmenber and shall set a

date and hour within three business days of the date otherw se set

in this section for the inspection or copying.

(4) A nenber's agent or _attorney has the sanme inspection and

copving rights as the nenber.

(D) If a cooperative refuses to allow a nmenber, or the

nenber's agent or attorney, to inspect or copy any records in

accordance with this section, the court of common pleas of the

county where the cooperative's principal office is |located or, if

it has no principal office in this state, the court of conmmbn

pl eas of the county in which its reqgistered office is |ocated, on

application of the nenber, nmay order the inspection or copying of
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the records denmanded at the cooperative's expense.

If a court orders inspection or copying of the records

demanded, unless the cooperative proves that it refused inspection

or _copying in good faith because it had a reasonable basis for

doubt about the right of the nenmber or the nenber's agent or

attorney to inspect or copy the records demanded, the court may do

all of the follow ng:

(1) Oder the losing party to pay the prevailing party's

reasonabl e costs. including reasonable attorney fees:

(2) Oder the losing party to pay the prevailing party for

any danages that the prevailing party incurred by reason of the

subject matter of the litigation;

(3) Order the cooperative to pay the nenber's inspection and

COpyi hg expenses:;

(4) Grant either party any other renmedy provided by |aw

(5) I npose reasonable restrictions on the use or distribution

of the records by the demandi ng nmenber.

Sec. 1770.50. (A) The authorized anmount and divi si ons of

patron nmenbership interests and, if authorized., nonpatron

nenbership interests nmay be increased, decreased, established, or

altered in accordance with the restrictions in this chapter by

anendi ng the articles or bylaws at a reqular nenbers' neeting or

at a special nenbers' neeting called for the purpose of the

amendnent .

(B) Authorized nenbership interests may be issued on terns

and conditions prescribed in the articles or bylaws or, if

authorized in the articles or bylaws., as detern ned by the board.

The cooperative shall disclose to any person or entity acquiring

nenbership interests to be i ssued by the cooperative the

organi zation, capital structure, and known busi ness prospects and
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ri sks of the cooperative as well as the nature of the governance

and financial rights of the nenbership interest being acquired and

of other classes of nenbership and nenbership interests. The

cooperative shall notify all nenbers of the nenbership interests

bei ng i ssued by the cooperative. A nenbership interest may not be

issued until the subscription price of the nenbership interest has

been paid in noney or property with the value of the property to

be contributed approved by the board.

(G The patron nmenbership interests collectively shall have

not | ess than sixty per cent of the cooperative's financial rights

to profit allocations and distributions. However, if authorized in

the original articles as filed, articles or byl aws adopted by an

affirmative vote of the patron nenbers, or articles or bylaws as

anended by an affirmative vote of patron nenbers., the

cooperative's financial rights to profit allocations and

distributions to patron nenbers collectively nmay be not |ess than

fifteen per cent.

(D) After issuance by the cooperative., nenbership interests

in a cooperative may only be sold or transferred with the approval

of the board. The board may adopt resol utions prescribing

procedures to prospectively approve transfers.

(E) If authorized by the articles, the cooperative nay

solicit and issue nonpatron nenbership interests on terns and

condi tions determ ned by the board and disclosed in the articles

or bylaws or by separate disclosure to the nenbers. A nenber

acquiring nonpatron nenbership interests shall sign a nenber

control agreenent or agree to the conditions in the byl aws, either

of which shall describe the rights and obligations of the nenber

as it relates to the nonpatron nenbership interests, the financial

and governance rights, the transferability of the nonpatron

nenbership interests, the division and all ocations of profits and

| osses anpng the nenbership interests and nenbership classes, and
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financial rights upon liquidation. |If the articles or byl aws do

not ot herwi se provide for the allocation of the profits and | osses

bet ween patron nenbership interests and nonpatron nenbership

interests, the allocation of profits and | osses anbng nonpatron

nenbership interests individually and patron nenbership interests

collectively shall be allocated on the basis of the val ue of

contributions to capital made according to the patron nenbership

interests collectively and the nonpatron nenbership interests

individually to the extent that the contri butions have been

accepted by the cooperative. Distributions of cash or other assets

of the cooperative shall be allocated anong the nenbership

interests as provided in the articles and byl aws., subject to this

chapter. If not otherwi se provided in the articles or byl aws,

distributions shall be made on the basis of value of the capita

contributions of the patron nenbership interests collectively and

t he nonpatron nenbership interests to the extent that the

contributions have been accepted by the cooperative.

(F) The articles or bylaws nay provide that the cooperative

or the patron nenbers, individually or collectively, have the

first privilege of purchasing the nenbership interests of any

class of nenbership interests offered for sale. A nenbership

i nterest acquired by the cooperative may be held in order to be

rei ssued or may be retired and cancel ed.

(G Subject to the articles and byl aws, a nenber may di ssent

fromand obtain paynent for the fair value of the nenber's

nonpatron nenbership interests in the cooperative if the articles

or bylaws are anended in a nanner that materially and adversely

affects the rights and preferences of the nonpatron nenbership

interests of the dissenting nenber. The dissenting nenber shal

file a notice of intent to denmand fair value of the nenbership

interest with the records officer of the cooperative within thirty

days after the anendnent of the articles or bylaws and notice of
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the amendnent to nenbers. |f the dissenting nmenber fails to do so

within the thirty-day period, or if the dissenting nenber voted in

favor of the anendnent., the right of the dissenting nenber to

demand paynent of fair value for the nenbership interest is

wai ved. After receipt of the dissenting nenber's notice, the

cooperative either shall rescind the anendnent not |l ater than

sixty days after receipt of the notice or remit paynent for the

fair value of the nenbership interest to the dissenting nenber not

| ater than one hundred eighty days after receipt of the notice.

Upon recei pt of paynent for the fair value of the nenbership

interest, the nenber has no further nenber rights in the

cooperative.

Sec. 1770.51. (A Except as provided in division (C of this

section, a nmenber's financial rights are transferable in whole or

in part.

(B) An assignnent of a nenber's financial rights entitles the

assignee to receive, to the extent assigned, only the share of

profits and | osses and the distributions to which the assignor

woul d otherwi se be entitled. An assignnent of a nenber's financia

rights does not dissolve the cooperative and does not entitle or

enmpower the assignee to becone a nenber, to exercise any

governance rights, to receive any notices fromthe cooperative, or

to cause dissolution. The assignnent shall not all ow the assignee

to control the nenber's exercise of governance or voting rights.

(G Arestriction on the assignnment of financial rights may

be inmposed in the articles. in the bylaws, in a nenber control

agreenent, by a resolution adopted by the nenbers., by an agreenent

anong or _other witten action by the nenbers. or by an agreenent

anong or other witten action by the nmenbers and the cooperative.

A restriction is not binding with respect to financial riaghts

reflected in the records of the cooperative before the adoption of
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the restriction unless the owners of those financial rights are

parties to the agreenent or voted in favor of the restriction.

A witten restriction on the assignnent of financial rights

that is not manifestly unreasonabl e under the circunstances and is

not ed conspicuously in the records of the cooperative may be

enforced against the owner of the restricted financial rights or a

successor or transferee of the owner, including a pledgee or a

| eqgal representative. Unless noted conspicuously in the records of

the cooperative, a restriction, even though permtted by this

section, is ineffective against a person w thout know edge of the

restriction.

Wth regard to restrictions on the assignnent of financial

rights, a woul d-be assignee of financial rights is entitled to

rely on a statenent of nenbership interest issued by the

cooperative under section 1770.52 of the Revised Code. A

restriction on the assignnent of financial rights, which is

otherwise valid and in effect at the tine of the i ssuance of a

statenent of nenbership interest., but which is not reflected in

that statenment, is ineffective against an assi gnee who takes an

assignnent in reliance on the statenment. Notw t hstandi ng any

provision of law, articles, bylaws, nenber control agreenent,

other agreenent, resolution, or action to the contrary., a security

interest in a nmenber's financial rights may be forecl osed and

ot herwi se enforced, and a secured party may assign a nenber's

financial rights in accordance with applicable |aw, w thout the

consent or approval of the nenber whose financial rights are

subject to the security interest.

Sec. 1770.52. (A) A nmenbership interest is personal property.

A nenber has no interest in specific cooperative property. Al

property of the cooperative is property of the cooperative itself.
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(B) At the request of a nenber, the cooperative shall state

in witing the particular nenbership interest owned by that nenber

as of the date on which the cooperative issues the statenent. The

statenent shall describe the nenber's rights to vote, if any., to

share in profits and | osses, and to share in distributions,

restrictions on assignnents of financial rights under section

1770.51 of the Revised Code, or voting rights under this chapter

then in effect as well as any assignnent of the nenber's rights

then in effect other than a security interest.

(G Al the nenbership interests of a cooperative shall:

(1) Be of one class., without series., unless the articles or

byl aws establish or authorize the board to establish nore than one

class or series within classes;

(2) Be ordinary patron nmenbership interests or, if authorized

in the articles or bylaws, nonpatron nenbership interest subject

to this chapter entitled to vote as provided in this chapter and

have equal rights and preferences in all matters not otherw se

provided for by the board and to the extent that the articles or

byl aws have fixed the relative rights and preferences of different

cl asses and series:;

(3) Share profits and | osses and are entitled to

distributions as provided in this chapter.

(D) On application to a court of conpetent jurisdiction by a

judgnent creditor of a nmenber, the court nmay charge a nmenber's or

an_assignee's financial rights with paynent of the unsatisfied

amount _of the judgnent with interest. To the extent so charged.

the judgnent creditor has only the rights of an assi gnee of a

nenber's financial rights under section 1770.51 of the Revised

Code. This chapter does not deprive a nenber or assignee of

financial rights of the benefit of any exenption |aws that are

applicable to the nenbership interest. This section is the sole
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and exclusive renedy of a judgnent creditor with respect to the

j udgnent debtor's nenbership interest.

(E) Subject to any restrictions in the articles or byl aws,

the power granted in this division nay be exercised by a

resolution or resolutions establishing a class or series, setting

forth the designation of the class or series, and fixing the

relative rights and preferences of the class or series. Any of the

rights and preferences of a class or series established in the

articles or bylaws or by resolution of the board may do both of

the foll ow ng:

(1) Be made dependent on facts ascertai nable outside the

articles or bylaws or outside the resolution or resolutions

establishing the class or series if the manner in which the facts

operate on the rights and preferences of the class or series is

clearly and expressly set forth in the articles or bylaws or in

the resolution or resolutions establishing the class or series;

(2) Include by reference sone or all of the ternms of any

agreenents, contracts, or other arrangenents entered into by the

cooperative in connection with the establishnment of the class or

series if the cooperative retains at its principal executive

office a copy of the agreenents, contracts, or other arrangenents.

A statenent setting forth the nane of the cooperative and the

text of the resolution and certifying the adoption of the

resolution and the date of adoption shall be given to the nenbers

before the acceptance of any contributions for which the

resolution creates rights or preferences not set forth in the

articles or bylaws. Wien the nenbers have received notice of the

creation of nenbership interests with rights or preferences not

set forth in the articles or byl aws before the acceptance of the

contributions with respect to the nenbership interests, the

statenent may be filed any tine within one vear after the

acceptance of the contributions. The resolution is effective three
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days after delivery of the notice to the nenbers.

(F) Wthout limting the authority granted in this section, a

cooperative may have nenbership interests of a class or series:

(1) Subject to the right of the cooperative to redeem any of

those nenbership interests at the price fixed for their redenption

by the articles or bylaws or by the board;

(2) Entitling the nenbers to cunul ative, partially

cunul ative, or noncunul ati ve distributions;

(3) Having preference over any class or series of nenbership

interests for the paynent or distributions of any or all Kkinds;

(4) Convertible into nenbership interests of any other class

or _any series of the sanme or another class:;

(5) Having full, partial, or no voting rights.

(G (1) If a nenber who is an individual dies or a court of

conpetent jurisdiction adjudges the nenber to be inconpetent to

nmanage the nenber's person or property, or an order for relief

under the statutes governing bankruptcy is entered with respect to

the menber. the nenber's executor., adm nistrator. guardian

conservator, trustee, or other legal representative nmay exercise

all of the nenber's rights for the purpose of settling the estate

or administering the nenber's property. |If a nenber is a business

entity, trust, or other entity and is dissolved, ternm nated, or

pl aced by a court in receivership or bankruptcy., the powers of

that nenber may be exercised by its legal representative or

SUccessor.

(2) 1If an event referred to in division (G(1) of this

section causes the ternination of a nenber's nenbership interest

and the ternination does not result in dissolution, the terni nated

nenber's interest, subject to the articles and bylaws, shall be

considered to be nerely that of an assignee of the financial
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ri ghts owned before the ternination of nmenbership, and the rights

to be exercised by the |legal representative of the term nated

nenber shall be linmited accordingly.

(H) A subscriber for nenbership interests or a nenber of a

cooperative i s under no obligation to the cooperative or its

creditors with respect to the nenbership interests subscribed for

or _owned, except to pay to the cooperative the full consideration

for which the nenbership interests are issued or to be issued.

Sec. 1770.53. (A The nenbership interests of a cooperative

shall be either certificated or uncertificated. A holder of

certificated nenbership interests is entitled to a certificate of

nenbership interests. Certificates shall be signed by a statutory

agent or officer authorized in the articles or bylaws to sign

share certificates or, in the absence of an authorization, by the

chair or records officer of the cooperative.

If a person signs or has a facsinmile signature placed on a

certificate while the chair or an officer, transfer agent, or

records officer of a cooperative, the certificate may be issued by

the cooperative, even if the person has ceased to have that

capacity before the certificate is issued, with the sane effect as

if the person had that capacity on the date of its issue.

(B) Acertificate of nenbership interests of a cooperative

shall contain on its face all of the follow ng:

(1) The nanme of the cooperative:

(2) A statenent that the cooperative is organi zed under the

laws of this state and this chapter

(3) The nane of the person to whomthe certificate is issued:

(4) The nunber and class of nenbership interests, and the

designation of the series, if any, that the certificate

represents:
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(5) A statenent that the nenbership interests in the

cooperative are subject to the articles and byl aws of the

cooperative;

(6) Any restrictions on transfer. including approval of the

board, if applicable, first rights of purchase by the cooperative,

and other restrictions on transfer, which may be stated by

reference to the back of the certificate or to another docunment.

(C Acertificate of nenbership interests issued by a

cooperative that is authorized to i ssue nenbership interests of

nore than one class or series shall state on the face or back of

the certificate that the cooperative will furnish to any nenber

upon request and wi thout charge a full statenent of the

desi gnations, preferences, limtations, and relative rights of the

nenbership interests of each class or series authorized to be

i ssued, so far as they have been determ ned, and the authority of

the board to deternine the relative rights and preferences of

subsequent cl asses or series.

(D) A certificate that is signed as provided in division (A

of this section is prima-facie evidence of the ownership of the

nenbership interests referred to in the certificate.

(E) Unless uncertificated nenbership interests are prohibited

by the articles or bylaws, a resolution approved by the

affirmative vote of a majority of the directors present nmy

provide that some or all of any or all classes and series of its

nenbership interests will be uncertificated nenbership interests.

The resolution does not apply to nmenbership interests represented

by a certificate until the certificate is surrendered to the

cooperative. Wthin a reasonable tine after the i ssuance or

transfer of uncertificated nenbership interests, the cooperative

shall send to the new nenber the information required by this

section to be stated on certificates. The infornmation i s not

required to be sent to the new holder by a publicly held
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cooperative that has adopted a system of issuance, recordation

and transfer of its nenbership interests by el ectronic or other

neans not involving an i ssuance of certificates if the system

conplies with section 17A of the "Securities Exchange Act of
1934," 48 Stat. 881, 15 U.S.C. 78a. Except as otherw se expressly

provided in the Revised Code, the rights and obligations of the

hol ders of certificated and uncertificated nenbership interests of

the sane class and series are identical.

Sec. 1770.54. A new certificate of nenbership interests may

be issued in place of one that is alleged to have been |ost,

stolen. or destroyed. The issuance of a new certificate under this

section does not constitute an overissue of the nenbership

interests that it represents.

Sec. 1770.55. (A) A restriction on the transfer or

registration of transfer of nenbership interests of a cooperative

may be inposed in the articles, in the bylaws, by a resolution

adopted by the nenbers, or by an adreenent anong or other witten

action by a nunber of nenbers or holders of other nenbership

interests or anmong them and the cooperative. A restriction is not

bi nding with respect to nenbership interests issued prior to the

adoption of the restriction unless the holders of those nenbership

interests are parties to the agreenent or voted in favor of the

restriction.

(B) Awitten restriction on the transfer or registration of

transfer of nmenbership interests of a cooperative that i s not

nani festly unreasonabl e under the circunstances nay be enforced

agai nst the holder of the restricted nenbership interests or a

successor _or transferee of the holder, including a pledgee or a

| egal representative, if the restriction is either noted

conspi cuously on the face or back of the certificate, established

in this chapter or the articles or bylaws, or included in
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information sent to the holders of uncertificated nenbership

interests. Arestriction that is not so noted, established, or

i ncluded, even though permtted by this section, is ineffective

agai nst _a person w thout know edge of the restriction. A

restriction under this section is determned to be noted

conspicuously on a certificate and is effective if the exi stence

of the restriction is stated on the certificate and reference is

nade to a separate docunent creating or describing the

restriction.

Sec. 1770.56. (A) A witten agreenent anbng persons who are

then nmenbers, including a sole nenber, or who have signed

subscription or contribution agreenments, relating to the contro

of any phase of the business and affairs of the cooperative, its

| i quidation, dissolution, and ternm nation, or the relations anobng

nenbers or _persons who have signed subscription or contribution

agreenents is valid as provided in division (B) of this section.

Whenever this chapter provides that a particular result nmay or

shall be obtained through a provision in the articles or byl aws,

the sane result may be acconplished through a nenber contro

agreenent valid under this section or through a procedure

established by a nenber control agreenent valid under this

section.

(B) G her than patron nenber voting control under section

1770.40 of the Revised Code and patron nenber allocation and
di stribution under sections 1770.64 and 1770.65 of the Revised

Code, a witten agreenent anpng persons described in division (A

of this section that relates to the control of or the |liquidation

di ssolution, and termnation of the cooperative; the relations

anong _nenbers or ot her persons: or any phase of the business and

affairs of the cooperative, including, without limtation, the

nmanagenent of its business, the declaration and paynent of

distributions, the sharing of profits and | osses, the el ection of
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directors, the enploynent of nmenbers by the cooperative, or the

arbitration of disputes, is valid if the agreenent is signed by

all persons who are then nmenbers of the cooperative, whether or

not the nenbers all have voting power. and all those who have

signed contribution agreenents regardl ess of whether those

signatories will, when nenbers, have voting power.

(C) This section does not apply to, limt, or restrict

agreenents otherwi se valid, nor is the procedure established in

this section the exclusive nethod of agreenent anpbng nenbers or

bet ween the nenbers and the cooperative with respect to any of the

natters described in this section.

Sec. 1770.60. (A) Subject to any restrictions in this chapter

regardi ng patron and nonpatron nenbership interests or in the

articles or bylaws, and only when authorized by the board, a

cooperative may accept contributions, which nay be patron or

nonpat ron nenbership contributions as deterni ned by the board

under divisions (B) and (C) of this section, nake contribution

agreenents under section 1770.62 of the Revi sed Code, and nake

contribution allowance agreenents under section 1770.63 of the
Revi sed Code.

(B) A person may nake a contribution to a cooperative by

payi ng noney or transferring the ownership of an interest in

property to the cooperative or performng services to or for the

benefit of the cooperative or through a witten obligation signed

by the person to pay noney or transfer ownership of an interest in

property to the cooperative or to performservices to or for the

benefit of the cooperative.

(C) No purported contribution is to be treated as or

considered to be a contribution unless both of the foll ow ng

appl y:

(1) The board accepts the contribution on behalf of the
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cooperative and in that acceptance describes the contribution,

including terns of future performance, if any., and states the

val ue being accorded to the contribution.

(2) The fact of contribution and the contribution's accorded

value are both reflected in the records of the cooperative.

(D) The determinations of the board as to the anount or fair

value or the fairness to the cooperative of the contribution

accepted or to be accepted by the cooperative or the terns of

paynent or performance, including under a contribution adreenent

under section 1770.62 of the Revised Code and a contribution

al | owance agreenent under section 1770.63 of the Revised Code, are

presuned to be proper if they are made in good faith and on the

basi s of accounting nethods, or a fair valuation or other nethod,

reasonable in the circunstances. Directors who are present and

entitled to vote and who, intentionally or w thout reasonable

investigation, fail to vote agai nst approving a consideration that

is unfair to the cooperative, or overval ue property or services

received or to be received by the cooperative as a contribution,

are jointly and severally liable to the cooperative for the

benefit of the then nenbers who did not consent to and are damaged

by the action to the extent of the dananges to those nenmbers. A

director against whoma claimis asserted under this division,

except in a case of knowing participation in a deliberate fraud,

is entitled to contribution on an equitable basis from ot her

directors who are |liable under this division.

Sec. 1770.61. (A) As used in this section, "old contribution"

neans a contribution that is reflected in the records of a

cooperative before the tine at which the cooperative accepts a new

contribution.

(B) When a cooperative accepts a new contribution, the board

shall restate, as required by this section, the value of all old
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contributions.

(G A cooperative shall restate the value of old

contributions that pertain to the sane series or class to which a

new contribution pertains in accordance with this division unless

ot herwi se provided in the articles or bylaws. To restate the

value, a cooperative shall do all of the foll ow ng:

(1) State the value that the cooperative has accorded to the

new contribution under division (C) of section 1770.60 of the
Revi sed Code;

(2) Deternm ne what percentage the val ue stated under division

(Q) (1) of this section will constitute, after the restatenent, of

the total value of all contributions that pertain to the

particul ar series or class to which the new contribution pertains;

(3) Divide the value stated under division (© (1) of this

section by the percentage determ ned under division (C(2) of this

section, vielding the total value, after the restatenent, of al

contributions pertaining to the particular series or class;

(4) Subtract the value stated under (C) (1) of this section

fromthe val ue determ ned under division (©(3) of this section

vielding the total value, after the restatenent, of all the old

contributions pertaining to the particul ar series or class;

(5) Subtract the value, as reflected in the records of the

cooperative before the restatenent, of the old contributions from

the val ue determnmi ned under division (C)(4) of this section,

vielding the value to be allocated anong and added to the old

contributions pertaining to the particular series or class:

(6) Allocate the value determ ned under division (C(5) of

this section proportionally anobng the old contributions pertaining

to the particular series or class, add the allocated values to

those old contributions, and change the records of the cooperative

accordi ngl v.
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The val ues deterni ned under division (C(5) of this section

and all ocated and added under division (C(6) of this section nay

be positive, negative, or zero.

(D) A cooperative shall restate the value of old

contributions that do not pertain to the sane series or class to

which a new contribution pertains in accordance with this division

unl ess otherwi se provided in the articles or bylaws. To restate

the value, a cooperative shall do both of the foll ow ng:

(1) Determ ne the percentage by which the restatenent under

division (C of this section has changed the total contribution

value reflected in the records of the cooperative for the series

or class to which the new contribution pertains;

(2) For each old contribution that does not pertain to the

sane _series or class to which the new contribution pertains,

change the value reflected in the records of the cooperative by

t he percentage determ ned under division (D)(1) of this section

The percentage determ ned under division (D)(1) of this section

may be positive, negative, or zero.

(E) If a cooperative accepts nore than one new contribution

pertaining to the sane series or class at the sane tinme, the

cooperative may consider all the new contributions to be a single

contribution for the purpose of the restatenent required by this

secti on.

Sec. 1770.62. (A) A contribution agreenent, whether made

before or after the formation of the cooperative, is not

enforceabl e against the woul d-be contributor unless it is in

witing and signed by the woul d-be contri butor.

(B) Unless otherwi se provided in the contribution agreenent,

or unless all of the would-be contributors and, if in existence,

the cooperative consent to a shorter or |onger period, a
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contribution agreenent is irrevocable for a period of six nonths.

(G A contribution agreenent, whether made before or after

the formation of a cooperative, shall be paid or perforned in full

at the tine or tines or in the installnments, if any., specified in

the contribution agreenent. I n the absence of a provision in the

contribution agreenent specifying the tinme at which the

contribution is to be paid or perfornmed, the contribution shall be

paid or perforned at the tine or tines determ ned by the board,

but a call nade by the board for paynent or perfornance on

contributions shall be uniformfor all nenbership interests of the

same class or for all nenbership interests of the sane series.

(D) (1) Unless otherwi se provided in the contribution

agreenent, in the event of default in the paynent or perfornance

of an installnent or call when due, the cooperative may proceed to

coll ect the anpbunt due in the same nanner as a debt due the

cooperative. |If a would-be contributor does not make a required

contribution of property or services, the cooperative shal

require the woul d-be contributor to contribute cash equal to that

portion of the value, as stated in the records of the cooperative,

of the contribution that has not been nmde.

(2) If the anount due under a contribution agreenent renmains

unpaid for a period of twenty days after witten notice of demand

for paynent has been given to the delinquent woul d-be contri butor

the nenbership interests that were subject to the contribution

agreenent nmay be offered for sale by the cooperative for a price

in noney equaling or exceeding the sumof the full bal ance owed by

the delinquent woul d-be contributor plus the expenses incidental

to the sale. If the nenbership interests that were subject to the

contribution agreenent are sold according to division (D)(2) of

this section, the cooperative shall pay to the delinquent woul d-be

contributor or to the delingquent woul d-be contributor's |egal

representative the |l esser of the foll ow ng:
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(a) The excess of net proceeds realized by the cooperative

over the sum of the anpunt owed by the delingquent woul d-be

contributor plus the expenses incidental to the sale | ess any

penalty stated in the contribution agreenent, which may incl ude

forfeiture of the partial contribution

(b) The amount actually paid by the delinquent woul d-be

contributor.

(3) If the nenbership interests that were subject to the

contribution agreenent are not sold according to division (D)(2)

of this section, the cooperative may collect the anpbunt due in the

same _nmanner_as a debt due the cooperative or cancel the

contribution agreenent according to division (D)(3) of this

section.

If the anpbunt due under a contribution agreenent renmins

unpaid for a period of twenty days after witten notice of denmand

for paynent has been given to the delinquent woul d-be contri butor

and the nenbership interests that were subject to the contribution

agr eenent _have not been sold according to division (D)(2) of this

section, the cooperative may cancel the contribution agreenment.

the cooperative may retain any portion of the contribution

aareenent price actually paid as provided in the contribution

agreenent, and the cooperative shall refund to the delinquent

woul d-be contributor or the delinguent woul d-be contributor's

| egal representatives any portion of the contribution agreenent

price as provided in the contribution agreenent.

(E) Unless otherwi se provided in the articles or bylaws, a

woul d-be contributor's rights under a contribution agreenent nay

not be assigned, in whole or in part, to a person who was not a

nmenber _at the tine of the assignnment unless all the nenbers

approve the assignnent by unani nbus witten consent.

Sec. 1770.63. Subject to any restrictions in the articles or
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byl aws, a cooperative may enter into contribution rights

agreenents under the terns, provisions, and conditions fixed by

the board. Any contribution rights agreenent shall be in witing

and shall state in full, sunmmarize, or include by reference al

the agreenent's terns, provisions, and conditions of the rights to

nmake contributions. Unless otherw se provided in the articles or

byl aws, a woul d-be contributor's rights under a contri bution

rights agreenent may not be assigned., in whole or in part, to a

person who was not a nenber at the tine of the assignnent unl ess

all the nmenbers approve the assi gnnent by unani nbus witten

consent.

Sec. 1770.64. (A The bylaws shall prescribe the allocation

of profits and | osses between patron nenbership interests

collectively and any other nenbership interests. |f the byl aws do

not provide otherwise, the profits and | osses between patron

nenbership interests collectively and other nenbership interests

shall be allocated on the basis of the value of contributions to

capital nade by the patron nenbership interests collectively and

other nmenbership interests and accepted by the cooperative. The

allocation of profits to the patron nenbership interests

collectively shall not be less than fifty per cent of the total

profits in any fiscal year, except that if authorized in the

original articles as filed, in the articles or bylaws that are

adopted by the affirmati ve vote of the patron nenbers, or in the

articles or bylaws that are anended by the affirmative vote of the

patron nenbers, the allocation of profits to the patron nenbership

interests collectively shall not be less than fifteen per cent of

the total profits in any fiscal year.

(B) The bylaws shall prescribe the distribution of cash or

ot her assets of the cooperative anong the nenbership interests of

the cooperative. |If the bylaws do not provide otherw se,

distribution shall be made to the patron nmenbership interests
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collectively and other nenbers on the basis of the val ue of

contributions to capital nmade and accepted by the cooperative, by

the patron nenbership interests collectively, and by other

nenbership interests. The distributions to patron nenbership

interests collectively shall not be less than fifty per cent of

the total distributions in any fiscal vear., except that if

authorized in the articles or bylaws that are adopted by the

affirmati ve vote of the patron nenbers or in the articles or

byl aws that are anended by the affirmati ve vote of the patron

nenbers, the distributions to patron nenbership interests

collectively shall not be less than fifteen per cent of the total

distributions in any fiscal year.

Sec. 1770.65. (A) A cooperative may set aside a portion of

net incone allocated to the patron nenbership interests as the

board determ nes advisable to create or maintain a capital

reserve. In addition to a capital reserve, the board, for patron

nenbership interests, may do either of the follow ng:

(1) Set aside an ampunt not to exceed five per cent of the

annual net incone of the cooperative for pronoting and encouradi ng

cooperative organi zation

(2) Establish and accunul ate reserves for new buil di ngs,

nmachi nery and equi pnent, depreci ation, |osses, and ot her proper

ur poses.

(B) Net incone allocated to patron nenbers in excess of

di vidends on equity and additions to reserves shall be distributed

to patron nenbers on the basis of patronage. A cooperative may

establish allocation units that are functional ., divisional

departnental ., geographic, or otherw se and pooling arrangenents

and may account for and distribute net inconme to patrons on the

basis of allocation units and pooling arrangenents. A cooperative

nay offset the net |oss of an allocation unit or pooling
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arrangenent agai nst the net incone of other allocation units or

pool i ng_arr angenents.

(C Distribution of net incone shall be nade at | east

annual ly. The board shall present to the nmenbers at their annual

neeting a report covering the operations of the cooperative during

the preceding fiscal vear. A cooperative nmay distribute net incone

to patron nenbers in cash, capital credits, allocated patronage

equities, revolving fund certificates, or its own or other

securities. The cooperative may provide in the byl aws that

nonnenber patrons are allowed to participate in the distribution

of net incone pavable to patron nmenbers on equal terns with patron

nmenbers.

(D) If a nonnenber patron with patronage credits i s not

qualified or eligible for nenbership, a refund due may be credited

to the patron's individual account. The board may issue a

certificate of interest to reflect the credited amount. After the

patron is issued a certificate of interest, the patron may

participate in the distribution of incone on the sane basis as a

patr on nenber.

Sec. 1770.70. (A) Unless otherwi se prohibited, a cooperative

nmay nmerge or _consolidate with one or nore business entities if the

nerger _or consolidation is permtted by the | aws under which each

constituent entity exists and the cooperative conplies with this

section.

(B) To initiate a nerger or consolidation of a cooperative, a

witten plan of nmerger or consolidation shall be prepared by the

board or by a conmittee selected by the board to prepare a pl an.

The plan shall state all of the foll ow ng:

(1) The nanes of the cooperative or cooperatives and ot her

busi ness entities that are parties to the nerger;
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(2) The nane of the surviving or new cooperative or_ other

busi ness entity:;

(3) The manner and basis of converting nenbership or

ownership interests in the cooperative and other business entities

into menbership or ownership interests in the surviving or new

cooperative or other business entity;

(4) The terns of the nerger or consolidation;

(5) The proposed effect of the consolidation or nerger on the

nenbers and patron nenbers of each constituent cooperative and

busi ness entity.

Wth respect to a consolidation, the plan also shall contain

the articles of the entity or organi zational docunents to be filed

with the state in which the entity i s organi zed.

(C) The board shall nmmil or otherwi se transmt or deliver

notice of the nmerger or consolidation to each nenber. The notice

shall contain the full text of the plan and the tinme and pl ace of

the nmeeting at which the plan will be considered. A cooperative

with nore than two hundred nenbers may provide the notice in the

sane _nanner _as a requl ar nmenbers' neeting notice.

(D) A plan of nmerger or consolidation shall be adopted by a

cooperative if both of the foll owi ng apply:

(1) A quorum of the nenbers exists as deternmi ned in

accordance with section 1770. 37 of the Revi sed Code.

(2) The plan is approved by the patron nenbers or, if

otherwi se provided in the articles or bylaws, by a mapjority of the

votes cast in each class of votes cast., or, for a cooperative with

articles or bylaws requiring nore than a majority of the votes

cast or other conditions for approval. the plan is approved by a

proportion of the votes cast or the nunmber of nmenbers required by

the articles or bylaws and the conditions for approval in the
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articles or byl aws have been sati sfi ed.

After the plan has been adopted, articles of nerger or

consolidation stating the plan and that the plan was adopted

according to this division shall be signed by the chair,

vice-chair, records officer, or docunents officer of each

constituent cooperative or business entity.

For a nerger, the articles of the surviving cooperative are

deened anended to the extent provided in the articles of nerger

Unless a |later date is provided in the plan, the nerqger or

consolidation is effective when the articles of nmerger or

consolidation are filed in accordance with section 1770.72 of the
Revi sed Code.

Sec. 1770.71. (A) After a plan of nerger or consolidation has

been approved under section 1770.70 of the Revised Code, but

before the effective date of the nerger or consolidation as

provided in that section, the plan nay be anended or abandoned by

the sane vote that approved the plan.

(B) If the nerger or consolidation is amended or abandoned as

provided in division (A) of this section, an authorized officer of

each constituent cooperative and business entity shall sign a

certificate of anendnent or abandonnent stating that the plan of

nerger _or consolidati on has been anended or abandoned and the date

of that action and shall file the certificate in the sane manner

as the articles of nerger or consolidation in accordance with

section 1770.72 of the Revised Code. A certificate of anendnent or

abandonnment _shall be filed prior to the date on which the neroger

or _consolidation woul d ot herwi se be effective.

Sec. 1770.72. (A Upon adoption of a plan of nerger or

consolidation under section 1770.70 of the Revised Code, the

articles of nerger or consolidation that were signed as required
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by that section shall be filed with the secretary of state on a

formprescribed by the secretary of state that sets forth the

foll owi ng:

(1) The nane and form of each constituent cooperative or

busi ness entity and the state | aw under whi ch each constituent

cooperative or business entity exists;

(2) A statenent that each constituent cooperative or busi ness

entity has adopted the plan of nerger or consolidation, including

the manner of adoption, and that the plan was adopted in

conpliance with the |aws applicable to each constituent

cooperative or business entity:

(3) The effective date of the nerger or consolidation. which

date may be on or after the date of filing of the articles;

(4) In the case of a nerger, a statenent that one or nore

speci fied constituent cooperatives or business entities will be

nerged into a specified surviving cooperative or business entity,

or, in the case of a consolidation, a statenent that the

constituent cooperatives or business entities will be consolidated

into a new cooperative or business entity:

(5) The nane and address of the statutory agent on whom any

process, notice, or denmand agai nst any constituent cooperative or

busi ness entity, or the surviving or new cooperative or business

entity, nmay be served

(BY(1) In the case of a nerger into a cooperative or business

entity, any anendnents to the articles of incorporation or the

articles of organization of the surviving cooperative or business

entity shall be filed with the articles of nerger or

consol i dation.

(2) In the case of a consolidation to forma new cooperative

or business entity, the articles of incorporation or the articles

of organi zation of the new cooperative or business entity shall be
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filed with the articles of nerger or consolidation

(C 1f the surviving or new entity is a foreign entity that

desires to transact business in this state as a foreign entity,

the articles of nmerger or consolidation shall be acconpani ed by

the infornmation required for qualification of a foreign entity in
this state by Chapter 1703. of the Revised Code, in the case of a

foreign corporation or foreign cooperative, or by sections 1705.53

and 1705.54 of the Revised Code, in the case of a foreign linted

liability conpany.

(D) A copy of the articles of nmerger or consolidation,

certified by the secretary of state. nany be filed for record in

the office of the county recorder of any county in this state. For

the recording the county recorder shall charge and collect the

sane fee as in the case of deeds. The certified copy of the

articles of nerger or consolidation shall be recorded in the

records of deeds.

Sec. 1770.80. (A A cooperative, by affirmative vote of a

npjority of the board present., on terns and conditions and for

consi derations. which may be npbney. securities., or other

instrunents for the paynent of noney or other property, that the

board consi ders expedi ent and w thout nenber approval, may do any

of the foll ow ng:

(1) Sell, lease, transfer, or otherw se dispose of all or

substantially all of its property and assets in the usual and

regul ar course of its business:

(2) Sell, lease, transfer, or otherw se dispose of all or

substantially all of its property and assets not in the usual and

reqgul ar course of its business if all of the foll ow ng apply:

(a) The cooperative's accountant has given an opinion that

the cooperative cannot continue as an ongoi ng busi ness and the
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cooperative is under financial duress.

(b) The cooperative has given notice to the nenbers of the

i npendi ng or potential disposition prior to the disposition.

(c) The board has determined that failure to proceed with the

di sposition wuld be adverse to the interests of the nenbers and

the cooperative.

(3) Gant a security interest in all or substantially all of

its property and assets whether or not in the usual and requl ar

course of its business;

(4) Transfer any or all of its property to a business entity

all the ownership interests of which are owned by the cooperative;

(5) For purposes of debt financing., transfer any or all of

its property to a special purpose entity owned or controlled by

the cooperative for an asset securitization

(B) Except as provided in division (A of this section, a

cooperative, by affirmative vote of a majority of the board

present, may sell, lease, transfer, or otherw se dispose of all or

substantially all of its property and assets. including its good

will, not in the usual and regular course of its business., on

terns _and conditions and for considerations, which nay be noney,

securities, or other instrunments for the paynent of noney or other

property, that the board consi ders expedi ent when approved at a

nenbers' neeting by the affirmative vote of the owners of a

mpjority of the voting power of the interests entitled to vote.

Witten notice of the neeting shall be given to all nenbers

whet her or not they are entitled to vote at the neeting. The

witten notice shall state that a purpose of the neeting is to

consider the sale, |lease, transfer, or other disposition of all or

substantially all of the property and assets of the cooperative.

(C) Confirmatory deeds, assignnents, or simlar instrunents

to evidence a sale, lease, transfer, or other disposition my be
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signed and delivered at any tine in the nane of the transferor by

its current chair of the board or authorized agents.

(D) The transferee is liable for the debts, obligations, and

liabilities of the transferor only to the extent provided in the

contract or agreenent between the transferee and the transferor or

to the extent provided by | aw.

Sec. 1770.81. (A A cooperative nmay be dissolved voluntarily

in the manner provided in this section

(B) A resolution of dissolution of a cooperative shall state

both of the foll ow ng:

(1) That the cooperative elects to be dissolved:

(2) Any additional provision considered necessary with

respect to the proposed dissolution and w ndi ng up.

(C) The directors nmay adopt a resolution of dissolution in

the foll owi ng cases:

(1) When the cooperative has been adj udged bankrupt or has

nmade a general assignnent for the benefit of creditors;

(2) By leave of the court., when a receiver has been appointed

in a general creditors' suit or in any suit in which the affairs

of the cooperative are to be wound up

(3) When substantially all of the assets have been sold at

judicial sale or otherw se:

(4) When the period of existence of the cooperative specified

inits articles has expired.

(D) At a neeting held for that purpose. the nenbers may adopt

a resolution of dissolution by the affirmative vote of sixty per

cent of the nenber votes cast on the proposal or, if the articles

or bylaws provide or permt, by the affirmative vote of a greater

or lesser portion though not less than a majority, of the voting
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power, of any particular class as required by the articles or

byl aws. Notice of the neeting shall be provided to the nenbers as

required by this chapter.

(E) Upon the adoption of a resolution of dissolution, a

certificate shall be filed with the secretary of state, on a form

prescribed by the secretary of state, stating all of the

foll ow ng:

(1) The nanme of the cooperative:

(2) A statenent that a resolution of dissolution has been

adopted, including the manner of adoption, and, in the case of its

adoption by directors., a statenent of the basis for the adoption

(3) The place where the cooperative's principal executive

office is |ocated;

(4) The nanes and addresses of the cooperative's directors

and officers:

(5) The nanme and address of the cooperative's statutory

agent .

(F) Wien a resolution of dissolution is adopted by the

directors or by the nenbers, the certificate that is required by

division (E) of this section shall be signed by an authorized

officer. However, if no authorized officer executes and files the

certificate within thirty days after the adoption of the

resolution or on any date specified in the resolution as the date

on which the certificate is to be filed or upon the expiration of

any period specified in the resolution as the period within which

the certificate is to be filed, whichever is latest, the

certificate of dissolution may be signed by three nenbers or, if

there are fewer than three nenbers, by all of the nenbers and

shall include a statenent that the persons signing the certificate

are nenbers and are filing the certificate because of the failure

of an authorized officer to do so.
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(G Acertificate of dissolution, filed with the secretary of

state, shall be acconpanied by all of the foll ow ng:

(1) An affidavit of one or nore of the persons executing the

certificate of dissolution or of an authorized officer of the

cooperative containing a statenent of the counties, if any. in

this state in which the cooperative has personal property or a

statenent that the cooperative is of a type that is required to

pay personal property taxes to state authorities only:;

(2) Areceipt, certificate, or other evidence show ng the

paynent of all sales, use, highway use, and other applicabl e taxes

accruing up to the date of the filing or that paynent adequately

has been guar ant eed:;

(3) Areceipt, certificate, or other evidence show ng the

paynent of all personal property taxes accruing up to the date of

the filing;

(4) A receipt, certificate, or other evidence fromthe

director of job and fam ly services showing that all contributions

due fromthe cooperative as an enpl oyer have been paid, that

paynent adequately has been quaranteed. or that the cooperative is

not subject to such contributions;

(5) Areceipt, certificate, or other evidence fromthe bureau

of workers' conpensation showing that all prenm uns due fromthe

cooperative as an enpl oyer have been paid, that paynent adegquately

has been guaranteed, or that the cooperative is not subject to

such prem um paynents.

(H Upon the filing of a certificate of dissolution and the

acconpanyi ng docunents required by division (G of this section,

the cooperative shall be dissol ved.

Sec. 1770.82. Following the filing of a certificate of

di ssolution, the directors or nenbers who filed the certificate,
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as the case may be, shall cause a notice of voluntary dissol ution

to be published once a week on the sane day of each week for two

successive weeks in a newspaper that is published and of genera

circulation in the county in which the principal executive office

of the cooperative was or is |located and shall cause witten

notice of the dissolution to be given to all known creditors of,

and to all known clainmants against, the dissolved cooperative.

Sec. 1770.83. (A) Wien a cooperative is dissolved

voluntarily, when the articles of organization of a cooperative

have been cancel ed, when a final order of a court of comon pl eas

is made di ssolving a cooperative under section 1770.84 of the

Revi sed Code. or when the period of existence of a cooperative

specified in its articles of organization has expired, the

cooperative shall cease to carry on business and shall do only

those acts that are required to wind up its affairs.

(B) Any claimexisting or action or proceedi ng pendi ng by or

agai nst the cooperative or that would have accrued against it may

be prosecuted to judgnent, with right of appeal as in other cases,

but any proceedi ng. execution, or process., or the satisfaction or

performance of any order., judgment. or decree, nmay be stayed as
provided in section 1770.84 of the Revi sed Code.

(C) Any process, notice, or denand agai nst the cooperative

may be served by delivering a copy to an officer, director

liguidator, or person having charge of its assets or, if no such

person can be found., to the statutory agent.

(D) The directors of the cooperative or their successors

shall act as the board of directors in accordance with the

articles of organization and bylaws until the affairs of the

cooperative are conpletely wound up. Subject to the orders of

courts of this state having jurisdiction over the cooperative, the

directors shall proceed as speedily as is practicable to a
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conpl ete winding up of the affairs of the cooperative and, to the

extent necessary or expedient to that end, shall exercise all the

authority of the cooperative. Wthout limting the generality of

that authority, the directors may fill vacancies: elect officers:

carry out contracts of the cooperative: make new contracts; borrow

noney: nortgage or pledge the property of the cooperative as

security: sell its assets at public or private sal e: neke

conveyances in the cooperative's nane; |ease real estate for any

term including ninety-nine vears renewabl e forever; settle or

conpronmise clains in favor of or against the cooperative; appoint

or _enploy one or nore persons as liquidators to wind up the

affairs of the cooperative with authority that the directors see

fit to grant; cause the title to any of the assets of the

cooperative to be conveyed to those liquidators for that purpose;

apply assets to the paynment of obligations: and, after paying or

adequately providing for the paynent of all known obligations of

the cooperative, distribute the renmni nder of the assets either in

cash or in kind anong the nenbers or patrons according to their

respective rights and interests. In addition, the directors may

performall other acts that are necessary or expedient to the

wi nding up of the affairs of the cooperative.

(E) The directors, or any liquidator to whomthe directors

grant such authority, in the course of w nding up the

cooperative's affairs, shall apply the assets of the cooperative

in the follow ng order:

(1) To expenses that are incidental to wi nding up the

cooperative's affairs;

(2) To all leqgally enforceable liabilities and obligations of

the cooperative that are due clainants and creditors:;

(3) To the nenbers and patrons of the cooperative as provided

in the cooperative's articles or byl aws.
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(F) Wthout limting the authority of the directors, any

action within the purview of this section that is authorized or

approved at a neeting of the nmenbers by sixty per cent of the

nenber votes cast shall be conclusive for all purposes on al

nenbers or patrons of the cooperative.

(G All deeds and other instrunents of the cooperative shal

be in the nane of the cooperative and shall be executed,

acknow edged, and delivered by the officers appointed by the

di rectors.

(H At any tinme during the winding up of its affairs, the

cooperative by its directors may apply to the court of commbn

pleas of the county in this state in which the principal executive

office of the cooperative is |located to have the w nding up

conti nued under supervision of the court as provided in section

1770.84 of the Revised Code. However., if the cooperative has no

princi pal executive office in this state, the application may be

nmade to a court of common pleas in the county in this state where

the statutory agent resides.

Sec. 1770.84. (A) The court of common pleas of the county in

this state in which is |ocated the principal executive office of a

voluntarily dissolved cooperative or of a cooperative whose period

of existence has expired, upon the conplaint of the cooperative,

or amajority of the directors, or ten per cent of the nenbers or

twenty nenbers, whichever is |less, and upon notice to all the

directors and other interested persons that the court considers

proper, at any tinme nmay order and adjudoge any of the follow ng

hatters:

(1) The presentation and proof of all clains and demands

agai nst the cooperative and of all rights, interests, or liens in

or on any of its property: the fixing of the tine and the nmnner

in which such proof shall be made and the person to whom
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presentation shall be made; and the barring fromparticipation in

any distribution of assets of all persons failing to nake and

present proofs as required by the order of the court;

(2) The stay of the prosecution of any proceedi ng agai nst the

cooperative or involving any of its property: the requirenent that

the parties to the proceeding present and prove their clains,

demands, rights, interests, or liens at the tine and in the nanner

required of creditors or others:; or the grant of |eave to bring or

nmai ntai n_an i ndependent proceeding to enforce |iens;

(3) The settlenment or deternmi nation of all clainms of every

nat ure agai nst the cooperative or any of its property: the

determi nation of the assets required to be retained to pay or

provide for the paynent of such clains or any claim the

deternm nation of the assets available for distribution anbng and

rights of nmenbers or patrons:; and the making of new parties to the

proceedi ng so far as the court considers proper for the

determ nation of all nmtters;

(4) The presentation and filing of internediate and fina

accounts of the directors or of the liquidators and hearings on

them the allowance, disallowance, or settlenent of the accounts;

and the discharge of the directors, the liquidators, or any of

themfromtheir duties and liabilities;

(5) The appoi ntnent of a special master conmi ssioner to hear

and determne any matters with authority that the court considers

proper.

(6) The filling of any vacancies in the nunber of directors

or liquidators when the directors are unable to act on the

vacancies for want of a quorumor for any other reason;

(7) The appointnent of a receiver, in accordance with the

usage of a court in equitable matters, to wind up the affairs of

the cooperative, to take custody of any of its property, or for
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any ot her purpose;

(8) The issuance or entry of any injunction or any other

order that the court considers proper in the wi nding up of the

affairs of the cooperative and the giving of notice of the entry

of injunction or order;

(9) The all owance and paynent of conpensation to the

directors or any of them to liguidators, to a receiver, to the

attorney for the conplainant, or to any person properly rendering

services beneficial to the cooperative or to those interested in

It

(10) The entry of a judgnent or decree that., if it so

provides, may operate as the deed or other instrunent ordered to

be executed, or the appointnent of a nmaster to execute the deed or

instrument in the nane of the cooperative with the sane effect as

if executed by an authorized officer pursuant to authority

conferred by the directors or the nenbers of the cooperative

whenever there is no officer or agent conpetent to execute the

deed or instrunent., whenever the cooperative or its officers do

not performor conply with a judgnent or decree of court. or

whenever the court considers it proper

(B) If the cooperative has no principal executive office in

this state, without linmting the generality of its authority. the

court of commpn pleas in the county in this state where the

statutory agent resides may order and adjudge the matters

described in division (A of this section.

(G A judicial proceeding under this section concerning the

winding up of the affairs of a cooperative is a specia

proceedi ng, and final orders in the proceedi ng nay be vacat ed,

nodi fi ed, or reversed on appeal pursuant to the Rules of Appellate

Procedure and, to the extent not in conflict with those rul es,
Chapt er 2505. of the Revised Code.
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Sec. 1770.85. (A) Wienever, after a cooperative is dissolved

voluntarily or the period of existence of a cooperative has

expired, a receiver is appointed to wind up the affairs of the

cooperative, all the clains, demands, rights, interests, or liens

of creditors. clainmants, nmenbers., and patrons shall be detern ned

as of the day on which the receiver was appointed. Unless it is

ot herwi se ordered, the appointnent vests in the receiver and

successors of the receiver the right to the inmedi ate possession

of all the property of the cooperative, which, if so ordered,

shal | execute and deliver conveyvances of that property to the

receiver.

(B) Any officer, director, nenber. or other person. whether a

resident of the state or a nonresident and however interested, may

be appoi nted as receiver.

(G The receiver shall have all the authority vested in the

directors and officers of the cooperative, shall exercise

authority subject to orders that are made by the court, and may be

required to qualify by giving bond to the state in an amount that

the court fixes, with surety to the satisfaction of the clerk of

the court, conditioned for the faithful discharge of duties and

for a due accounting for all nopney or property received.

Sec. 1770.86. (A) A cooperative may be dissolved judicially

and its affairs wound up by an order of the court of common pl eas

of the county in this state in which the cooperative has its

princi pal executive office, in an action brought by the nenbers

havi ng sixty per cent of the voting power of the cooperative on

the proposal, or the holders of a |lesser portion as are entitled

by the articles or bylaws to dissolve the cooperative voluntarily,

when it is established that it is beneficial to the nenbers or

patrons that the cooperative be judicially dissolved. However, if

the cooperative has no principal executive office in this state,
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the court of conmmpbn pleas in the county in this state where the

statutory agent resides may dissolve and wind up the affairs of a

cooperative in accordance with this section

(B) A conplaint for judicial dissolution shall be verified by

any of the conplainants and shall set forth facts show ng that the

case is as specified in this section. A schedule shall be annexed

to the conplaint setting forth the nane and address of each nenber

of the cooperative, if it is known, or the fact that it is not

known.

(C) Upon the filing of a conplaint for judicial dissolution

the court with which it is filed shall have power to issue

injunctions; to appoint a receiver with authority and duties that

the court fromtine to tine may direct: to take other proceedi ngs

that may be necessary to protect the property or the rights of the

nenbers or patrons; and to carry on the busi ness of the

cooperative until a full hearing can be conducted. Upon or after

the filing of a conplaint for judicial dissolution, the court, by

injunction or order., may stay the prosecution of any proceedi ng

agai nst the cooperative or involving any of its property and

require the parties to the proceeding to present and prove their

clains, demands, rights, interests, or liens at the tine and in

the manner required of creditors or others. The court may refer

the conplaint to a special nmaster comm SSi oner.

(D) After a hearing upon notice as that court directs to be

given to all parties to the proceeding and to any other parties in

i nterest designated by the court, a final order based either on

the evidence or on the report of the special nmster conmni SSioner

if one has been appointed, shall be nmade dissol ving the

cooperative or dism ssing the conplaint. An order or judgnent for

the judicial dissolution of a cooperative shall contain a concise

statenent of the proceedings | eading up to the order or judgnent,

the nane of the cooperative, the place where its principa
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executive office is |ocated, the nanes and addresses of its

directors and officers, the nane and address of a statutory agent,

and, if desired, other provisions with respect to the judicial

di ssolution and wi nding up that are consi dered necessary or

desirable. A certified copy of the order shall be filed in the

office of the secretary of state, whereupon the cooperative shal

be dissolved. To the extent consistent with orders entered in the

proceedi ng, the effect of judicial dissolution shall be the sane

as in the case of voluntary dissolution, and the provisions of
sections 1770.83, 1770.84, and 1770.85 of the Revi sed Code

relating to the authority and duties of directors during the

wi nding up of the affairs of a cooperative dissolved voluntarily,

with respect to the jurisdiction of courts over the w nding up of

the affairs of a cooperative, and with respect to receivers for

wi nding up the affairs of a cooperative shall be applicable to

cooperatives that are judicially dissolved.

(E) A proceeding under this section for judicial dissolution

of a cooperative is a special proceeding, and final orders in it

may be vacated, nodified., or reversed on appeal pursuant to the

Rul es of Appellate Procedure and., to the extent not in conflict
with those rul es, Chapter 2505. of the Revi sed Code.

Sec. 1770.99. Wioever violates division (E) of section

1770.17 of the Revised Code is quilty of a m sdeneanor and shal

pay a fine of not | ess than one hundred dollars and not nore than

one thousand dollars for each offense.

Section 2. That existing section 111.16 of the Revised Code

i s hereby repeal ed.
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