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Subject; Study 77 .330 - ;jonprofit Corporations (Confor'!ling Changes-
Cooperative and '!utual Corporations) 

This memorandum considers the subject of coopcrativt: corporations 

and proposes several conforming changes. .'Lttached as ::;"hibit I is a 

copy of the Cooperative COi4 poration Law, Part 2 (coffil.D.encing with Section 

12200) of Division 3 of Title 1 of the Corporations Code. Also attached 

is a draft of conformin~ chanbes sugGested by the staff. 

I. COOPEI'.ATIVL CORPORATIONS 

Background 

'Jature of cooperative corporations. Cooperative corporations are a 

,Jistinct form of orbanization. A cooperative corporation ~ay be orga

ni'~ed with shares or ,,,ith memberships or both. The shareholtlers or 

menbers characteristically have <. common interest in marketing or pur

chasin:; products, and the corporation is democratically controlled 

(i. e. , frequently one vote per sha:::eholder or member), may pay interest 

on investments ir, a limited [lInDant (five or eight percent in Califor

nia) , and may return net profits to the members in the form of limited 

dividends per share or membership on the basis of their participation in 

the activities of the cooperative. ~(!e U.~. Bureau of Labor ~'tatistics, 

lJep't of Labor, Bull. :·10. 1211, Consu,"er Cooperatives 2 (1957). 

Cooperatives resemble non!'rofit corporations in that they are 

frequently loembershi!, organizations and the cooperative does not seek a 

:profit for itself. ~lenct:, Section 54033 of the rool! and Agricultural 

Code states that agricultural cooyeratives ;:Ire lI~non'Profit1, since they 

are not orr,anized to make profit f0r themselves, as such, or for their 

members5' as such, but only for their w_cmbers as l'roducers. n For a 

similar section, see Corp. Code , lJ203 (fish marketine cooi,eratives). 

Despite these "tatutory exhortations, it is generally understood that 

cooperatives are a variety of business entity. ;;ee, e.g.~ Jensen, et. 

~ R'!port of Part of th" COlmrrittee on Classification and TerrJinology, 

1949, in Cooperati"" Corporate Association L1P--1950, at 75-76 (Arolerican 

Institute of Cooperation 1950), Jaenke, Cool",ratives: The Clear Alter

native, in ?roceedings £!. the ilational ~.posiut1 ~ Cooperatives ami 
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the L"", 2-3 (Aauison, ';lisc., April 2j-25, J974) ~ Couper, urganizin8 

Cooperatives, in California Fan~ £ 2anch LaH ~1 11.1 (Cal. Cont. Ed. Bar 

1967). Ilew York and Pennsylvania, ',hich both have enacted ,"odern non

profit corporation laws, placed cooperatives under the business corpora

tion law or corporation for profit law rather than under the nonprofit 

corporation lal<. 

Cooperatives nay be e"empt from income taxes. Section 521 of the 

Internal Revenue Code of 1954 provides an exemption for farmers' cooper

ative organizations. Qne qualification for the exe.aption is that orga

nizations having capital stock "lay not pay dividcmds exceeding the 

state's legal rate of interest or eight percent~ ,V'hichever is greater. 

Exemptions are also provided for certain credit unions, cooperative 

banks, mutual savinf,s banks, and mutual insurance cOf!1?anies. Iut. P.ev. 

Code of 1954, • 501(c)(14), (15). 

California statutes. California has three significant statutes 

pursuant to '''hich cooperatives n,ay he forned: 

I. Cooperative corporations. Corporations Code Sections 12200-

1295':> (a copy of these provisions is attached as !:::xhibit I), Part 2 of 

Division 3 of Title 1, relates to cooperative corporations "cOlHl'osed of 

ultimate producers or COnSutlers, or both, organized for the purpose of 

conducting any lawful busin"ss prinarily for the mutual benefit of its 

shareholders." This law will be referred to in this memorandum as the 

Cooperative Corporation La'l. 

2. Fish marketing cooperatives. The Fish '.{arketing Act, Corpora

tions Gone Sections 132tJO-13356 (Part 3, Division 3, Title I), provides 

for the organization of Hassociations'; of persons enga.:;ed in the pro

duction of fishery products. 

3. Agricultural cooperatives. Food and Agricultural Code Sections 

54001-542')4 (Ct,apter 1, Division 20) ?rovides for the formation of "as

sociations" of producers of farm products. The chapter is entitled 

"nonprofit cooperative associations\'~ this !l1e-L~lOranduTU Hill refer to such 

corporations as agricultural cooperatives~ 

These bo(lies of la .. are largely s"lf-sufficient; however, they each 

incorporate portions of other laws. The A[\ricultural Cooperative Law 

and the Fish ,';drketing Act incorporate only the General Corporation Law. 
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The Cooperative Corporation La".:"" incorporates both the u'eneral Corpora

tion Law and the General ,_,onprofit Corporation Lavl~ Of course, \-Jhere 

each of these special la"s contains provisions that vary from the provi

sions found in the general la;:.T8s- the special p:Lovisions prevail. 

Uhile there are r:lany similar or identi(;al provisions in the three 

cooperative corporation la~.',s:.; each has its unique provisions. Accord

ingly, it is diffic"lt to generalize ,;hen it comes to describing the 

detailed provisions. govcrninr; cooperative corporations. The state of 

the law is all the more confusing when the enactr;'lent of the new General 

Corporation Lat] and the prospective enactment of a new General Nonprofit 

Corporation !....aw are taken into account: 0 'th.e extent of necessary or 

advisable confm .. · .. rl .. ng revisions to be included in ~he Coml.1ission' s recom.

mendation is a difficult and cou_plez matter to decide. 

Ideally, tr.e entire subj~ct of coope~ative corporations should re

ceive separate at;ldy. Of c~urse, that is not a to~ic specifically in

cluded on the Conrruission I s agenda and ~.}ould be a substantial and impor

tant undertaking. }10\-leVer,. VIe should do something about the Cooperative 

Corporation LavT inasmuch as it incorpora-res the existing General ~!OI!

profit Corporation Law, uhid. W2 ,1lan to repeal. It is arguable that 

the Coml'lission study should cover the other major cooperative laws since 

they declare by statu.:e t;,at they are of " nvnpro:it Eature. 

Staff Recommendat ions 

A~ricultural cooperatives and fish marketing cooperatives. The 

staff r~colL:Nends that the lm-vs relat:Lng to agricultur-al cooperatives and 

fish n,arketing cooperatives be l.eft "lone since they do not incorporate 

the (;etleral donl'rofit Corporation Lml. This "leans that they will con" 

tinue to cperate under their own law and, to the extent incorporated or 

Generally applicable, they "ill "e c;overneri by the old General Corpora

tion La" in effect Oil ')ece:n",,)" 31, 1976. ';"e Assembly Bill 2349, 

J 4345~ proposing to amend Cal. Stats. 1;)75, eh. 682, :; 16; Assembly 

till 2849, " 1.3, proposing to amend Corp. Code " 102, as enacted by 

Cal. Stats. 1975 9 C;L 502, j 7 (o-perc:tive Jan. l~ 1977). (He lJ'ould also 

leave Civil Code ~ections 653aa 2.nd 653ee untouched. These sections, 

leftovers from the 192J act that ~ .. as codified in the .. i.ciricultural Code 

in 1933, are almost identical to !;e::tions 54031 and 54032 of the Food 

and Alricultural Code.) 



Cooperative corporations under Corporations Code. The decision 

regarding cooperative corporations under "art 2 of :1ivision 3 of Title ..... 

of the Cor~orations Code is more complicated. Section 12205 provides 

that :I)i vis ion 2 (the General donprof it Corporation Lm.,-) applies to 

cooperative corporations iorwed unde!' Part 2 absent a conflictinG provi

sion in Part 2. ~ection 122U6 provides for an amendIllent of articles in 

the r.-:anner provided in the General Corporation Lat-] by a corporation 

desirine to be governed by I'drt 2. Section 12900 provides that a coop

erative corporation may amend its articles in the l:,anner i'rescribed by 

the General Corporation La". The remainder or Part :2 does not incorpo

rate any other law. 'l_'~),e existing General i'-ionprofit Corporation Law 

refers over to the General Corporation Law~ thus pickin8 up provisions 

applicable to cooperati"Je corporat ions t1.at have shareholders. This 

feature of the old ·';eneral Cor'9oration Lm,r t,..li11 be eliminated in the new 

law, "hich will apply only to membership corporations. 

Other than a coraplete revision of this area of the law, the staff 

notes the following alternative dispositions of the Cooperative Corpora

tion Law~ 

1. Leave cooperative corporations under the old General .donprofit 

Corporatton La~:l. The obvious dral .. ;bar..ks of this alternative are that t\.;o 

nonprofit corporation lCl'Y-lB retaain in farce for tlifferent types of cor

l'0rations and that pr~ctitioners have. to retain old codes. One 3oa1 of 

the staff is to repeal ~he exiBting ::;eneral jonprofit Corporation Law 

und to have no corpor.c.tion th~reafter subjEct to the repealed statute. 

This alterna~ive ,muLi defeat that goal. The bepcfits of this alterna

tive are that the 1m.} governing cooperative c.orporations remains the 

same and that any unforeseen or undeti~r2ble consequences of p:.ltting them 

under a different bocy of 1m, are avoiued. There ,.ill accordingly be 

some impetus for those int~reste~ in cooperativ8 corporations to revise 

the laH ill order to avoic1 the need to refer to the repealed statute. 

2. l?ut cooperative ~orporations under the existing General Cor

poration Lat>la This alternative; like the first, would require the 

retention of old codes after the net,T General Corporation La"l goes into 

effect. It ii.lay have son:e undesirable consequences as vIe1l. BelieVer, it 

should be remembered that, althouzh cooperative corporations are now 

under the existing General ~;-ont1rofit :';orpo!'"ation Law, :;ection 9002 of 



the General ~,;oIlprofit Corporation Law incorporates the provisions of the 

General CorporatiDn Lat4. Hencc~ In IT'any res:)f'~ctG~ cooperative c.orpora

tions are nm7 governed by the General Corporation L3t-J. '1'0 directly 

incorporate the existing G-ene:-al Corporation Law HOl1ld continue this 

feature and make the Cooperative. Corporatio'u La-:;,)' consistent with the 

A3ricultural Cooperati've Lav.T and the }7i~h 1 .. ~~rketin8 /'\ct, both of lJ'hich 

incorporate the old General Cor~}o:,,:ation La'.L The existin3 General 

l;onprofit Corporation law would cease to have any force.. 

3. ?ut cooperative_ corporations und~.!.. the !~ General Corporation 

Law. 

(a) hTithout Plaldng any technical revisions. If one believes 

that all cooperative cor~orations should be governeJ by the business 

corporation laws and that the new r;ene.ral ::orpor.ation Lm."r is an improve

ment over the old law, this alttornative has considerable appeal. ;:0<,
ever, the :!Iere substitution of a reference to the new General Corpora

tion Lat.' fllight have unanticipated consequences;O Joes it make sense. to 

put cooperative corporations under the new General Corporation Law 

tvithout naking technical amendnents in the Cooperative Corporation Lati 

to conforta it to th0. nell Im\T to the extent that the unique provisions in 

the Cooperative Corporation La\., .are i!ierely reflections of provisions the 

old General Corporation Law :hat 'vere not retained aUG are not important 

to cooperative corporations? 

(b) \Ii th technical rev is ions. The p!CoLleru with proceeding 

through the Cooperative Corporation Law at this stage in an attempt to 

conforn it to the neH :';eneral Corporation Lm;T is that it TJould be a sub

stantial unde.rtaking to determine vhat changes should be made. For 

example, Section 12400 re~uiren five or ~ore incorporators--Section 200 

requires only one~ Section 11.401 requires !:he articles to state the 

names and addresses of the subscribers for' shares--·no such provision 

appears in the ne't-: law,: r.ection 12402 require[i the articles to state the 

par value of shares if they have any--Section 205 has a different rule; 

Section 12600 permits a majority of shareholders to remove directors-

Section 303 provides much more complex rules~ 

4. Put cooDerative. clJrporations t,dthout shares und?.r the new 

General ~'Jonprofit ~orporation 'Law and cooperative corporations T"dth 

shares under the new General Corporation La'toL This alternative too 
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"ould be a substantial undertaldng, an undertakinj that would be even 

more difficult than alt"rnative 3 (b). 

The staff seeks zuidauc..': from the CmilT"Jission before proceeding 

further- on this mattl..Jr, 

I:le('~trical cooperGtive8_~ Tr.;:>; provisions in the l'ublic Gtilities 

Code relating to e.i..cc:trical coopC!ratives~ Sections 27(l~-27J3 (as i:dded 

by Cal. Stats. 1975~ Ch. ~51:; S !-~differ€.nt sect:'.ons ,:"ith the same 

numbers were enacted a-:: the ~a~e sQsc:ion), r,lerely reco,;;nize the exist-

ef,ce of such corpo:::-al:ior..s ". .-organlzecl. fOi~ the ~)UrpOSe5 of transmitting or 

distributing electricity 0.zclusively t.fJ i~E stoc~<holJers or r.t.embers at 

cose' and i):.ovide :'.ertain e~~ce~'.:ions f!:'om the regulatory authority of 

the Public Vtilitics Com:aissj_on. do ar;12rldmE:nt is needed. 

II. ~1UTUAL CORP:JP.J\.TIONS 

Ilackground 

TtlC term i'coope!'ative ccrpore.tion Ol is jm.precise. I!i. the first part 

of this NeE1.orandUiil~ it ...... 12.8 u~eL to describe corporations organized under 

Part 2 of Jivis5.on J of Title 1 of the r,orporations Cede. ?i.OHeVer~ 

features l"i1ic:h distinguis:l th~se coop2rati\res are alsc chara.cteristic of 

corpor?tioTlS orr,3.nizr:..::j. Gn <..l ·l;nltna!. ba-.Jis--typically financial, insur-

ance~ and TJ::ility cO\Dpan~e3. Sec U ~ S. i .... UT<2i1U of Labor Stat ist ieB, .}ep f t 

of Laborl :Cull. ~:o. l211, f~~_ Cooperatives, passim {1957). 

As indicated in the Lle.ckgroc'.rd discussion in ~he first part of this 

meinorandum~ te::!'; '?}~c:l"j"".ptio-:::s r,,;iY be a~:ailtl.b].e to certain types of mutual 

companies ~ incli.!c:i_n;:!, -:."re-iit llnio::s. 

He have found tIlr:. foL!_o~·;·:i.ng, 1·~2.fere~Cf"8 t.o mutu21 companies in Cali-

fornia statutes; 

330.21" Corporat ion~ C'J(~e SO' ~ t :'.one; :)Q~ (al m·d 70G (d)( in the new General 

Corporation La·v) ~ p.nd ?ubl::"c 1Ttii.itie:, Code Sections 2702, 2705, and 

2725 et 6eq. 

'L. :lu tual E.avings ~.i. ~odn ~soc:iati-"ns Rre ~ecognized in Finan-

cial Code Section .5502 Hhich p-;:ovides that the \lore. '·:T.utual" shall not 

be used in the n·'!me of an.y as;,oe:_ation organized after "j 931 unless it is 

organl'7.ed ~·.;ithout stoCKo ~~ov;evcr, the lau relatinG to borrowers' mutual 



savin.Js and loan a~~sociations ~ "?inancial Code ~;ections J.0000-I0609, was 

repealed in ]~71. The information ve obtaint'!d frOlI] the ;jepartr1ent of 

Savin.;s and Loan is that it has been a very long time since they have 

received any atJplications for thE. formatioi1 of mutual savings and loan 

associations but (Dat,. if an application were received, they '1:\lould have 

to evaluate it on an individu2.1 basis. III ~ny event, Fi!1ancial Code 

Section 5500 provides that a.,sociations have the "po\Vers and privileges 

provided by the General ('orporation ~.Jaw'l except where the Savings and 

Loan Association Lar'll is inconsiste[lt_ 

J. Cre<lit unions (Fin. Code jj 1.4,)00-16000) are described by Sec

tion 14000 as "coo~erative' corporations "organized for the purposes of 

promotinG thrift among its me'wbers and creating a source or credit for 

them at legal rates of interest for provident purposes _ <. However, the. 

Cooperative Corporation Law (Corp. C:ode § 12200 et ~) is not incor

porated by reference4 Tt~o sections refer to the G.:~lleral Corporation 

Law. See Sections 14200 (credit unions incorporated under Credit Union 

Law in the same TiI.3nner as corporations under the General Corporation Law 

except as otherwise provided)~ 1.4607 (credit union has :3eneral powers 

conferred upon corvorations by the General Corporation Law unless re

stricted). 

£!. ~utual in3urers inc.lude gener.11 mutual insurers (Ins. r~ode 

4010 et sea.), county 'tutual fire insurers (Ins. Code ~, :;050 ~ ~), 

county l"utual fire reinsurers (Ins. Code :; 7080 ~ seq.), and general 

mutual life and disability insurers (Ins. Code ~: 1'1442) . .',pparently, 

these mutual insurers are governed for certain purposes by the General 

Corporation 1..ay!_ See Ins. Code .jj 11llO (except as otherr.;rise provided~ 

incorporated insurers subject to IJrovisions of the 3eneral corporation 

lau), 4012 (Section 114U applies to f,ener.~l mutual insurers except that 

provisions of nCorporation La1;-] refe.rring to shareholders or members 

shall be applied as though such provisions referred to the policyholders 

or members of a mutuall~),. [J090 (iL1er:;;cr provisions of General Corporation 

Law, 5 430u ~seq., not applicable to merger of mutual insurers), 5053 

(county mutual fire insurers file articles in conforu:ity ,\.·yith Corp~ Code 

§ 303) ~ 5080 (county mutual fire insurers have :i·usual powersll anLl are 

subject to "usual duties" of corporati.ons), 7040 (merger of county 
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mutual fire insurers notwithstanding Corp. Code ;J 36():2)~ 7046 (transfor-

!!1ation to general ~;Jutual insurer notwithstanding Corp. Code 3682), 

70113 (articles of county l.lutual fire reinsurer acknowledged as required 

by the "General corporation law"), 80ll ("usual powers," "usual du

ties"), '.0442 (do~lestic mutual life or disability insurer governed by 

Jivision 1 of Title 1 of the Corporations Code)., an'; 1152:) (filing 

articles pursuant to Corp. Code I; 3670 ~ seq. in acquisition of stock 

in conversion of reserve insurer with capital stock to mutual insurer). 

S. Fraternal insurers include fraternal fire insurers (1115. Code 

§ 901)0 ~ ~), fraternal benefit societies (Ins. Code ~ 10970 et 

~)~ and firemen's, iJo1icemen's, or peace officers' benefit and relief 

associations (Ins. Code; 11400 ~ seq.). These corporations or associ

ations are mutual in nature and are declared to be nonprofit or chari

table. 3ee Fin. Code :;j ~)OSJ, 90~'l (fraternal fire insurers bind them

selves to cOlltribute to each other's loss by fire), 9096 (fraternal fire 

insurers declared to be charitable and benevolent institutions e"empt 

from taxes), J0990 (fraternal benefit society is conducted solely for 

benefit of its members and not for profit), and 10993 (fraternal benefit 

society declared to be charitable and benevolent institution exem~t from 

taxes); see alRo Fin. Code ~~ 11400 (purpose of benefit and relief 

associations), 11402 (incorporated benefit and relief associations may 

not issue shares of stock), and 11 406 (benef its only to lilembers and 

beuef ic iaries) . 

Staff Recommendations 

The provisions concerning TImtual water c01lJpanies ir.. the Civil Code 

should be relocated in the :,art of the :'ublic Htilities Code "here it 

deals ",ith water companies. (See the attached draft of conforming 

changes. ) 

,',0 amendments are needed to deal with mutual saVings and loan as

sociations~ credit unions, or mutual insurers since they are governed 

either by their particular laws or the General Corporation Law. iJeeded 

amendments should be Qade by the persons affected by these laws or by 

those in charge of amen~ing the General Cor~oration La'{."T. 

The law relatinG to fraternal insurers does not specifically in

corporate the General Nonprofit r:or~oration Law, the general nature of 



these insurers and the cross-references contained in the annotated code 

indicate that they would he Joverned.,. tlhere appropriate~ by the law 

relating to nonprofit corporations. The staff does not recor.unend that 

we attempt to clarify this situation. 

Respectfully submitted, 

Stan G. Ulrich 
Staff Counsel 
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Meaorandum 76-70 

BXRII1T I 

Titla 1 of 'art 2 of DtVilioil 3 of Corporation. Cod ... 12200-12956 

§ . 12200. DtlIbtUioilRl· ilmJlIfm~lIol\. Uril~s.~ the. OO1ltext (llher. 
wlile I'cquin~ tilt' deHni I/ons and gl'ocl'al 1)I'OVI,~lDlllIlOcl; forth lotius 
Chlliitcr "ovcrnUlC construcUOtl of tbisprtrt. - --

.. ~ ... ..." ....... 

§ 122()1.Coo!lcnt,1~\'11 IlOrllotltUon. A "COO}lI>rnHY~ coI'/lbmt!on" 
Il!ClUtQ 11 CIII'POmliolJ clInl{lIl.'lCd ofllltimutl! pl'Olltlet'I'S {11'oonsWlll'rs, 
01' boUl, ol"gnnli'oCdfor the pW'jJt\::C of comlucllllg llfl),.luwful busi11US~ 

prlmllrity forthcIn1l(\It1.1bcllCllt of its s'harCbo!dJrs wh(l rimybc nat
ural ortegal pcrs()n~,nl){l thl!l'ul'ljlnt,';;'.S(lYi!1Ili;"Ol'bctiefits of which . 
are used 1'ur tim gellcnd .w(~lr'I1'O of Uie IIh;lI'choldcrs· O1'Mtl'oJl.~ or . 
arc cUs11'lbulcid ill ihe fOI'I1\ of cash, sfock, CYidf!I~~'!.1Sofil1tkbtt~ncsS, 
goqtl~,or sl'l:viccs,proli0l1.1onlltdY ntlrj,eqttltably lInlOng til!! 1!C1:iIDi'!S 
for which It dOf'.JI \ltmine;-" upon 111" bl! sis of the 1II11oullt of tlwldl':lni;.. 
actions ·or pal't!clpuliOl!ln prodnction, or boUt; HOO'(lVC1;,l1f1Ysllch . - ,:- -', - - - .. - ,---- . 
COrp91~dlonmily Illly out of .lts net surplllS. carnlngs,suvln~, or bellI!- . 
fits, 110t to .exceCdtl percent Ini!'I'()!o:t upon Its e;tllitnJ st9¢l', . . . - ~ . 

. , . 
§ t22()~; . Coopel'll,llvt1 ~rpomfi!lll: t'.MIlr:lltl~nlli7.:1timj.·'Co
opemtlvl! corp(Jrallon"incluclNl any. centrlllul';;:ni,.\Uoilc.onmol:lcd 
whoUyor In flnrt .ot tOOperatlvt' (''In'porai10!19. .. .: .... 

§ 122(}:tC{JI'I'QI~\II(1l1 R~·r.!)n~·J :lS, . "Corporn 1 \011," "1'0111J1any, " 
"as..<;ocinUul'i,u 4ft~xchnl1gl!,u "suciety/J uJt!a~~uetl urnl Hunion'" ,oTO -fiyn .. 
onymous, 

§ 122M. Share I IIh!lrclloldt'f, "Share" mf'nns n Rlmt<' ofJ;lock 
or It mcll'l~I'l!hlp slmte, and includ~s"m('mlJel'''hil'.H "Slml1'holdcr".· 
Il!OOns cUll:,}' a huldel' oIIi lihu!'c of stoel, oj', It mijllIDt-r.· .. . 

§ 122.05. "'. l\\IIllj(!Il11OR. of g(l. 1IC1'Rl1I01l.I)rofit. ~... .o~~.n\\. [aw,. The: 
provisions 01 Dlv)sion 2 of 'nfJc 1 i of thiscodr!, l'cla,Ungto oonp\'Olit 
coIport\tions, applyt() coopel'ative corpol'at)ol1ll roOnlicdll!!t,lcl~ .tbls . 
part, oxecPt· whCI'¢ sllch provisions ufuill c;()llillet \yitb tho.<ic9fc thIS 
part, . ~rpqrittiorr.s [ol1ncit under this pru'tbal'ca,nd cnjoyall r1~ls, 
POII'crs,.nndpriv1Icm'sgrntltctl gCllCl'aily. t(lwrporntiomiJ)), Ille laws 
or tbisStnte, CXCC!lt as nmy be inc(I!lSii<tr.nt with the provisions of 
this purt. 
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\. 

• 
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§ 12206. nrlnglng c~rpomllon IID11er prO\'ls!olls of pari.; IIIIIClld
ment or IU"UcIcI!o Any corporlltion ol')..,'tlnizl'd WKk'l' any OUlel' law of 
this State mayblinr.lt~elt under the pi'()VIsionRof this Jl!lrt by nml!nd. 
1~Jts nrtldclI of inoorllornUnn Inthc manller preserlbcdby1lWGeI1' 
ernl r'AI\'.(IOrlttlonLnw '.toconfm'l)l 1otl1o Pl'OVIH.lOJIB «it .. tlJ1~part; , .. 

. Wbrittc"oc:urrCf,i'l101'/lt\oilp.'t!l m~oo itsa~1f61~bt'~lifm ". 
· tnwnl'or.ntotll!l:Jl!'O\'j,~lo"~ of this part, It !\,haIJ.flci,tb.<liilX{;;W he ...• . 
'~n oritanr1'.C!tnlld l'ldstln~ l:!Il!lcl';nntlclltltk<d lo (J,l(\bclli.!~ltpt.l\11d '. 
SIlbjL'Cl'~~ ... ~1'lc. PI'I,WWonsoi,thls mrtfol' IiUlltlt~'\IS(\lUy 4s ... 
tboug ... ' 1t00:j~ll,ilallY,.m.·gl1l\r.!~1 undt'1'. this PIll'~· . " .'. . ". ',' ...• . 

"'. _' _,' o. _' .' , .' • 

· .§ .. la4tJ.J~"'#~clllIIl~lIh'Cd~~I!I.··.· ~:~~;~:~r.'. 
porIltli1n ~ t(mIi!ln1 . .... ...... . " '. ' . .'. ":.. " 
.. ·(Ill·TiJe~i1:tc ortbCc(/rl,lCira~' •.••. . . • . ....• .., .' 

'M 'rhe Il!.l"Jloscs{~ ~\IJ,i!lfilt~l'Qtfut.ct· '. , .....•...... '....: .. , .' 
. (oJ .:'thq. eOu~fylittli~SJnteU;·\~ilicll'fl\' ~i'1<,ll~ ~1prt.le.; 
trUM!!ctlortoflbc 1,!.I~Il1Cs:;otfhp1tPJ:fJQI't\1 }tlitill. ~ ',:-' :"'.::-' ". . . . 

(4; .'f1hcIlllilllbct;~ tt&dll~tOj~\\,hld\ kIilftL~:n()t~,thnh'lr 
.' nor~:{:1i~anti~,o!J~rtd~i~.~~~~'w~·(n 

8han!lOrvetUlguhl~nl'$f,tlllfIultl iiI.C\!tiJlif'· •..... '0'<,'-, .•...• ':l :';/'. .' .'. '.' 
, ..•. (nTh~, ~~~ (Jost~t1iro: ~~Jt#l~~~~;~ 
.. 1IhrireII'at1daiiWllW1Flltoftllen\lUl~t,oI: ;;Illll'i'S~~,m~~,tn 

· 'iakclntlteC!QrrlQfltUori... ." ',' . 
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(d) 'fhe I1Ul'chase of shares as oUlhori1.ed. 

(0) Cnl1lng ofmwUngs of 8htireholdl'l'li. 
' ... (0 Elcellon of {lirecforl' .. 

". . (g)'l'fiollUl:IlUcI'. of' Sharc)lOklcl'$'WE~SIIiI~to«lg~UWW,".Ql!~: 
,rum •. -, . "'. _ -.'_ " - .' -.:' :.:-. ,,-c-- : ':_-'~<~-,.:~ ,,?_,,_<.:' ~-'.~<'::_ -~-<\~ ,_:>:,' __ .-:. :_-\", " . 

(hI .Tlle rncthQd of rcturnlllg unddi$tribuUIjgj1ct,~Yings.or'. 
C!lI1'nlngS;" '. '.' .'. 

(l)Sucb QthCl'VUlcll and rcglllo.tlbn'lilsthe~k»"dOC!D ncecS'o 
.8Ilry fOl'thcproper numagl'fficntof tlle bwlhl!1llliotlll9'~p(Jl:utJun. .' 

. " . - -. ,~, - '- "; -'. - ' -, - '- , ,: .. .': 

§1.24'2. f.ur'l111I1.to ot"llal'Cll. '111~b~~tlt'!1'iIor)}lt!l'atf~ , 
~~tlobm;j)rptiivkie forfucpW-d.llllq i;lt'ill'iiltl!!J¥ffd'bY nny . 
8h1.rolfuJ~iir}V1k>,Mis to tuiti'O)"ti7.c the. tlJI1Iornllon.,dui1n1JiheVI'Ct,'I!d-

· Ing oorporn,cyfitl" t(,um ,; mOil lit ~lrcsCrjl1Cd iit tfl(!by~l!ws.. ...••... • •. 
. . ' - ',- -' . ' . 

· §124sa. .' FOI'mn tl~·,n[i1I,4rilJbI, Itl'ilrklt iltl:rjb1":·~1I!f.jic!nof 
· d~llJlllV,otc q( dli!I:I\Ul!'",' A. cot.flt'"itivil ~~t1iJj) co\~lil)!f im 
at'iwh1cti: In tho opil1l:;nqfth~' ,*ar<'jibiq~:lijs~t~tttcf.~i!1~.r·· 
coilVenlrrtt·~rilblin!! n)o.YIIl'9wdc Mlts 1it~.~~~tblltm1*tffiin 
of'dli:tt1lld:s abtl the· hoIcllng (If. ill$tril'tmruti)JgS whMll:riilY elcetqi1c 
~niQrIl dcl!!r'.,ll\L;'; toteprusf,.itdwil'>dJl;t.l'iCtsiiiailitwi.la,Jtiilflioei!l1 
mecUt",~nf ~~(!()I'POI'!ltloll,·jtf n: .. manlfR~lW'li!:~cJncd .ill the by .. ' '. 

· Jnws,'l11cV\itc'otsUrh d6J('WltCS llhlllfll\Jllie'vmci 'ofhilthcs'uil'C' 
· hol(~.uliIJ¢>~~iJrion tl16lJiJ()kso( ,tbe lXlltIl?FHlioniullii;ldinlt In 
tJwlt l'f)!:l.il!Ctlw dif;h;~tn,onnll qliCSUulI:'1nQf~'('''''d\~ I~lillis sub-
mitted tbidl,,';u1"e'Jnl!tlcrs, . . ." 

.. § l.a600.MlIM';I'~,cnt ufOOJ1l!>t'lltlunhy bllill'd: eTI!cIi.\m "t~l •• 
l'fl4:lfultlt4lrmol (lJiirPl' JTlfllll'jll.Ew~11ctlNlCI"t~ivc cOI'Plll'@on .. '. 
slmn Ilc managed by h blJlll'd. of dh"<'cl{).·~.. 'I'hb tilrriclQi's J<!lltJt.JJc 

.ok.'ctlid b)'tfiC!;hIU't'iiQldm's 111 i'Hell tiIJIC j.Uld rorsudl(etfilsnt>t ~ •. 

~ tI~ycars 8IIlliaby.lmv; 1\iaY'.~~I;md8t~!ilfJtu~ /d. . 
DCCUlltii (il$os\lCCt,'S,<;01'S Ilrct'l~'Cted ai¥! enful;'WOft·f/tq:tll11cl!.1)Ul:Mt . 

. th(l\rd,htIos.
J

.. . ..' . " .. ' •.•. '" .•...... ..' ';.' ..•....• 

. ". A'lnajority'of all d~ aharcholdl'rs. nt.wl)l:~riJl.'~, 
mcctjngtit.11y . (.lIn(~I; rillly. rrI1l0~.e . ~n.Y dtrcctol']dr', li<ill$Cr~'ltl fill tile 
vllC!lncy; . . . ..' . .. , " . 

f'2OO1. ainu ... , OteeU.nlly ,ill1!&\<Irs I. 

. .~_ ~m{~r~': tir '_~;,~erY-' ·rt~~f;~,tP·· J~lrt*'r~tH~'_:sijil!1_J~' ~ .iir!_ntj,. OUf! 'w':mom", . . t'''''pr • ...t419;I''''''I!'' "'I1I!i:br' dt .... lI.ri;, ... ,~1 i •. iIoi'l'1'I .... "', ,tMft'ft...l!l<Il"""';'·li<! ""od . 
hOt ,'" nt''"'" or.. ~ II ~r . \\'Ilolfl~ml Ihe "k"'I"'I·Ii"lU,~n1!"'. IlH> <I,";;rtDr'" . tine ,.,r. . 
aon Inn1 l«ll,tl ,H __ ~ "ntn-rn .{~,-, ~.I~:_wtrtrj;. dnd- il"('nll;U~t; .t On: .ror,lO:mtjiJR 'CJJllilnl1J R 
JD-DM;g-er who 'N nof lL fHrf'(.1or.-the iUf'!!ctvra 1IIQ,,- .Qls6_.~h't"i'ldftl'-ficf! prttaldtiut" (Ali 
aJ""JuledlltaudI'57, .,ll"I, t" 1l'.'6,I'l.) . '. . ". '. 
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§ 12700. SpeclaJ mroUn.c: nt rrqursl: of slr:1n'hn1!lN'~, Upon 
wriUen request of at I~nst 20 percent of the shareholder~, the seerc

. tary shall call a bpcclul meeting of the shareholders fol' tim pm'pose 
to which the request rela(~'S, 

I 12701. OUO ... M 
At any mooting of tile rJI • ..,boltic',", Il,e ),,...,.,ncc In )1(l1'OOll of 200 boldo •• of 

8balT'l'l IIn"lnl; voUng l'iJ:tbt:R. or sud. k!~!-ler In'wlK!r {If such 1:ICr80Jl8 OR "JmU equII 
D VCl"r.'f'nt or nll of the lIo1(]nl'B of such t;I1n.Tt'!~. ronstHut1!S n quorum tor the (ranI
acUon fit busioess, \mk.>S the h,·IIl\'~" rt."1lu:re a grenter numher .. ur l.erefmtal;C. (AI 
IIIlIClld.,1 Slolo.lro7, c. HW. ». 2774, 11.) 

§ 12702. Votlag rlp;htR. Any hold~r of shares having voting 
rights Is entitled to eost nne vote and no morc, regnrdless of the 
number of shnres or m~mlJershjps held by him, except as provided in 
Sectlon 12405, ' 

§ 12703. Proxies. There :;hnll be no voting by Pl'f!x~, ,e'E~~pt 
ns provided in Sectl'!n 12·15:!. 

§ 12704. Vollng by ubsent sharehollle,rs. At IIny meeting of 
the shareholders the wrlt1rn vote of an ab~cllt shareholder, slgn~d 
by him, shnll be received and counted If (a) he hus bccnprevlously 
notified, In wliting, of the exact motion, ref,(Jlution, or nomination 
upon which the vol,e Is tallen, and (b) n copy of the motion, rcsolu
tion;or nomlnntlcnhns bcl'il forwm'l.lcd\l'lIh, nnd nUnched hyrum to, 
the written vote. 

§ 12705. Referendum. The secl'Cfary shall CRnse a referendum 
vele to be tallen by mnil upon nny m~tj(1n 01' l'ccommendatlon pro
posed In wrlllng by 20 percent of 1 he shat'ChoJdcrs of the COl'POl'R-
1:Ion. 

§ 12800. PromoUoll expenses; ihnlfatloll on 1r.~ymellt. None 
of the funds of any col1lOrntlon o1'ganlzed wder this pmt shall be 
used nor shall nny sh,II'CS of stock 01' memiJcl'~hiJls of such cOl'pora-

tlon be used in pnyment of nny promotion of the col'porntion for 
commission, salaries, or expenses of any kind whatsoever" 111 exce.."s 
of 10 percent of the paid-up cupltnl stock. HOWl'YCr, tJ1IR S<'C!lon 
docs not aulhorl7..c nny !let prohlbiled by any pl'ovision of the ('011)0-

ration Inws of this State lllacing rpHtl'lcll0l1~ upou lhe Issue of ~lock, 
ccrtlllcates of Interest, 01' othct' se~'Il)'j(il's, or 111>011 th.,. paymcnt {)f 
promotion expense!' Dr comrcl1~a1ion fot' promotion, 

§ 12801. Stoclt rertlflealcs; Issuml~.o \V11~n flllly !lab!. Cer
tiflentes of stock shall not be lSh'lll'd to nny subscriber until fully paill. 

... .;.. ...... ~.~ .. 
> •• ~~." 
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§ 12802. Purcbnso of llu8ill":~~ of 1II1othr.r; paj'l\1en/: In "harcs 
or l1u'mber"l,lllS; IIPI,,'untl by ~li'Il'\'holt1('Ts, WhCII a cotJJ.erative COl'
poration pUl'chases fhe IJti~hlcH." of lilly other aSf'ociafioll, col'porafion, 
01' persoll, it may pny fOl' fhe [lUl'dlll'" wholly 01' partly by tl1l' iHstleof 
~hlll'es or it.sCnpil,11 ~toek 01' m{'l11b~l'shlps to (In nmonntwhlehHt pin' 
value would cqunl tile fnil' l11arl;e!."nlltc of tllP hnsiness purrha:,cd, 
.01' wholly 01' Ilat'lly in good, aud St'!'\'ic,'sc!juru to lin.' foil' IIlal'l:ct 
value of fhe bilsine-"'; pmchn.'cd, or hy lilly comlJilltltiollofshul'es, 
memrn·rship.., gdods, uml scl'vkcs to that amount. . 

No slIch purchase shall be marIe until the pl'O/lnsnl tliercfor h.L" 
been mihUlHted by the dlrectQJ'~ to ltl)ll'din~:: of tilt:' slml't'holclrrs 
duly convimed, wUh noli.l'C of the [Imposed m'tioll, I1l1d witli lIll /t('nh 
!zcd statcllwnt of u'f'f!ts linn Ii a lJiIi t.it's of t1w 1>U,i11"'.;>\ proi"-,,,edt 0 he 
pUl'chlls~d wh'idlshllll inriude theviduc oI1l1e gQ(i(1 will, IKllt'lIb,and 
othel' inlllllr:UJ III n~Rd S IlS n ~I'JlIH'n It· if elll, II lid 11 wjm '!ltlSlI Illl)s bc't'll 
rntlOcd by It mlljul'itY .\'olc of UIO Shlll'choldl')'s, 

§ 12603. l'lI~e"as~ i,r own sluU'i'R Ill' mcmll!'T.';lli]lS,'l'l1ccol'\'>O
mtlon hM thc!'igbt 10 pUrch,lSC, at bq(Jk value tl~ ('Ollclus\V!'lydelel'· 
mint'd b'y the dh'Cctol's, I1ny ollis shllres 01' members/lips ofl'el'cdfor 

. transff'r, or the stod, 0,' mC'!11llPt'ship of· nnydLX't'flScd shurcllOldcl'. 

§ 1,2804.. 'm'l'sbn:!ltthl Rlm;'I'H<I~ mf'vlhershljl~lJf(ltll~.r ocr-. 
l'orlltiollR. 'I'he col'pomllon may, by a maiority votQ of tho shm'c
holdcl's, invest not to cxcpcd 25 jJercent of lis capital, In lhe capilal 
stock, shares, or melllbCl'shipsof nriy oth"l' to!'jJOI'ation~ , 

§ 12805.. P.cst'FVofmlds ru_cJ <1ividollds 

(II) SllJ'jlh,s-s.winl,'H and (,amin',(s; rC5('J'~'{' fmul; Ilh'lMlliJ, The 
directors stUll! aPP(lrtion any net wl'j,IUS.Sllvlllgs and clll'n\ngsby 
Drst setting nside, at least lOpcl'c('l1t th()!'Cof for a re~crveJtilld until 
tIle I'I'serve fund equuls 30 jJCl'c(,l1t of the pnid··up ;;haJ'e,., 1111d tlWI'C
aftc~ thed!o:cctol'S may con Ii nue tn set aslop j 0 percent. of the net 
sunllu~-savlllgS fo1' 0 l'C~t'l'Ve fUlld, 'I'I1,) 1.1I:'t)clors inayJlicn dct;jllren 
dlvi:Jend l111onJ.hc paid-up shm-rn nt ay(',aJ'iY1'llteuol tI:) exceed 5·pel~· 
cent, No suchdlvi(!('lld shallbe enn1UI,ltive, . . . . 

(b)~luL'at.iouai fund, 'I'he clil't.'dors maythcnsct.lIsldcsl1ch 
nn amount of the J'emdining sUl'pl\1x-lulvlng~ 01' {,:n'nlnr,:s as' mn}'". he 
prO\*1ed in the by-jaws as un i,ducnllqnnl fUN! to be used In buching 
coopcmtloll. 

(c)J)lvhlt'll!ls·.f(j illlfl'OII~; Usn of SllrJi:us-~:l.)'lllgllr,.r F,l'rtl'rlll\\'('I. 
faro, The !lb~torK.llIny dL~tribl1tc al! remaining S~Jl'I)I(1s,snvlngs 01' 
em'nlngs.uni[f}l'mlyto patrOI1~ol' the CH)'p:lJ'[jliol1who nrc ~hnrehold
eI'S, alld lll'the t1Isl.'rc1 ion of the corl'01'illlol').! ht'Yli'!.1y nISI} diHlt-iliute . 
l1nlforll1sur[lll1~·s;lV!n).,'S to llutl'Ol1swho nrcilot sh(ll'Ch~1c1cl's; uasl'cl 
In Ull101l1ll' llJlOnlhcvcilUlne of busjti"ss tram:actcd with the COJ1.ora
tiOll uy ~\I{:h "uh'Olls. The rn7c of slidl dis!rilil1liol1,UJld the rutill of 
savings rdm'lls to sharf'l:oldl'l's and JmllshaJ'choJ(]~rs shall be deter
mIned by )'('soluOo11 of tlw dlt'l'do)'s, lIowevc'" slU'lJlus'So.,\vings or 
ea1'll!n;~~ shall not be disl1'lhutl'tito nOllslmrell<;Jdcl' p:itrons unkf.s nt 
Icast !iO [J<'l'Ccnt or "neh amount is 1IJlplied to\\',wu purchase of ~ha .. cs 
in the rorporatioZ1, 
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Allcl'll~Ul'cly, the c0l11Orntian llllly empIoyn}lul't or aU Qf such 
sUI'Illus-8a\,ing8 for It~ [,'Cllel'lil wC'Ifnte. ' 

(d) J1ftl1l1 of 11M,1j·nd... Any. ~i1Vjl1f:!;!'('tlll'mJl)r ,(llvldclids dt!
clllrc~lundcr tlllsl!i'cliollli).1Y belt! Hie forlll of ~tol~lif lllcmll\ir~hir~ 
in whole ol'lll Plll1:. ' , 

I "1I00. ,,' Al'"ilo!oilf.ri~l ti'n ... ,jl.orp'Qr.tl~Pl.W 
k~· _ ~l:ns~rbtt~ 'r()n~';nt)..,q. OrRll.l!h'.l-'!'. (W: "i.;<1I~.-: ,1iu'I~~'-IW~:'1m rt. ~::.'--_~" _-::.: 

Ito, arllrl'''''i( '1"''''''1()''''l!'''' In l,t'~, ,inn"" • .rj>,·~",,!lu:d lo¥ihe,fl,e!iehll ~UOll'. ' 
L.~w> {/Is rt1u"lIlkIcl"l.Ual,',lll;l'j. c. 1(>10. ,,;),u1, ,ft;} , ' ,'" ' • ' . - - - - . ' - -, , '- -, - -'~. , ' '- - - . 

, 12i1so.U.Dti1~et".du" M ~""dVC'''U.~.lll n",n~ , ' , '. , •• ," 
, f~~{·~'V~ _~~cdt~~~~i/.,.':IJc!\ prl'l;~~::'li~'~~,1,f't~I '11' 1 ~lt~(Htn~.i 'T;-li~_~ _1~i~Hr._ ~~:~f;-:.\~llvltj~~l.·_ --' . 
Jlftr_UI(lt;oltlfi, ,ttHlOt

4 
ti(lrlW~Hf!' ·tUtJ~~n~~~_II', ~t~'l'lt~'t __ t'~rj\l_"'_~'if"'~ _~'r,"1.~~,nUun ,,.h,;tl~ '-_ . 

" ItdQIlf nr 'h~_ dw-' \\'t'I'll-"~ .• 'i ·,Ito_ -l'qtJt."',~t>'~ttiv~~!'_ ~r·. n:rir' ·"hf~\'J~t~t:.Ii:'Qt ,-ih~Ii,t;tJh",t .. 
- .' - --, - - ',-' ~"""-"-----""" ,-- ,'- '-' ---'-- .. ,'" - --' . t~'I:'~Jr.,_, .iT -~Il)" _-W.~rll·',t;t.nil,ar . tbl'·,n,:j~. n.~_ )mrf ~ _·_t.~,'·_ ,,~nUo-'- ~J~'-d'i.·~l~nt:I, • .;t'._ --fifldt~r 

'whh:'h -iw.;_.lnt~ {;u~li>t.:tt hi -tllh4 ;_~jU¥:' !HI~ ruJtri~ "tltlt(~U11jJ.t ;{)r':.f11_J~~tt1.-1hat' lHl!!!· 
""".,. ''Il1ldll~j.il' • ·'(·"\'J"'t"O,id~. lil\l~ j~wf.!,,,mli'<l •• ';iri.f!!lildlh 1111. , . ~,~---=""-' ,-' .. --. ,-" .-- ,~.- ' 

ttart -tIl' __ -lIK_ :a_-:'_~(~ilrlrcffl_t .. , •.. 4 ~iOOjiP.rR:tI~~--_'"!-1~111Jtlh _;ht,~tr~ '_ *:"- ;_. '-_:,. _'··::_OIin\1I.er .'. 
1 1ft 1"~f1.dU1l !. ... -1Jr- tin!' ,\Jtrfr,!nlturUIT~lil·:-Ttr ,,tlurn;i: )4}tdr,'_i;~.'-·inW -or. tit.H7Ni~ 
t;jjffijllijf.liliil-:-~:tu-r~tio'; J'rU\~bti~lJ ~l~1~\~1_\1'rj 'U'.;,t ,ih{; __ n~;'I1t~ J;fbJ;JJ-·I~f~~li,._~iltit:_ t~ . ,i 
tnn~,Ik-I,tJh~ _llt,_ JlUI~ ~)(m~'fi~ .('nf~'Itf·,,·tttif,t~. ,_UII' ',: _t1lf~.Il'·h-": :_~_' ,,:'f.l~I.-_:" lJoi,~:- .,·is:U~u~· or 
~tJt'-NI i.(t~d _J~' _ ,~: -t.~lllwil, -Kt~t.ti·H ~r,A_Jru!.th'f.lt 'ff!M> ~f _ I,' ~ Jt:)r.~"_th~~'I'_,!t~j: :.:.r ·11f;~I. ' 
rlPM

f
. iUlrf- .lihlch_, J~, ~,~.t1lt'tl- :I,,_:I-Wf ,n'ilmlllw.1u~~r, .'IlI-lhb··:_f(~klrjJ·'.I:ou~hfft ·AdJJl~,i·~ .. 

. . -I~nlti.~'u -DM' .a eUllM~fUl'f'r.· .. .- ,', rl~llJ,~a!i'~::.:' . '-: _. ", __ ;' ,~.'.. .- . 

§ 12951.·U~ofOOojl"rRth'ltJA~fiw; ~~lf(l o~~izi\li",'l) 
U!!Iilg IlDllWbcfill'il. Si'rtmntl~r 19, ll,JllO., ~®!!il~,OI,'(ll~'('iJhcqrtK!. 
lutIonor' 1l~.'OCiat!on, Whicltc11d buiill1l"J;I! 'lhthl'i, SUttc~ra'natfi() 
or,du.'!lgI1I1tlc,n' !lid~ding ,the wCit'!l ~Coopcl'at!Vc,jprlllr ~,'&>Ptt:li1bC1:'" 
19, 1939, oOd W.hichcond~tslmslncsS QI) t\ cnopcraflv()ba~i(sulmtan
illdlfll$' lIOt'forthi'l this' part, mny co1ltlnue to, dO!Jt.lslt)liS~ ,ulid(:'r 
that ntill\t'o,r misfgrli.ttlon. ' • " " 

.' - ~ - '·~I '_ __ .-

"-. ; 

§.129~;, ",~'~f:~1'1l1il'Crll~~)lt!lltil',. ,~,,~~,p~tlvti /~Il' 
ta,.ttllUlJl~~1I'"Mbe,orl\f'ltiLitMlt'ii!~1.lltt93~,.'. ,J\i'l¥'.!1Cl1!q4, nvltl, 
1l1divldUul; ;1>~rtti~'>;)1jl~. 1111$t, dOlnQl!Hc COl'fJ<)iatl(llf;IQj·lojr,:\1'()O~I'It. 
tlon; ,or ,<L,.'!(j,~lIti9# wl~icll dltIb~l~il!dss III tlus' SI~leWttj\1t;jtn.1In(!(jr 
deslwmUon inckldlnf( the w6f5l~'CdJli:w.rlttlve"J)j>IQtt.o'S6plei!\hM' 19, ' 
1930ibn~ ""Melt dou.~n(}tcoriductbUi;iq~.!lS sl1bStljtltli~"Y'~$~t f()itl\ ' 
Jntlllslm)~t, rimy (!Q)1(juuc to do bl1Sim,;;slindl!l'~·lii!lnt!·Prtfu.o,;j},,'f!'\·' 
tlonKthc word~ ''Pot orwmii.ctluuttcr thclllv:'I'Ohtingt()cobnCt71ti\-Q 
CQl'Por"Uons~' al'Culwurs plil(''<.od itriuwllintclyurt"j. .tll!lI1;tl'licdrtk'sliv 
n.,lIonwhl,!'cvlirlt Is W;Cl\. " ' " ' ' 

§ 1~953.'" F*igllt~rilOralloll.~;,;USD,j)f t!flO\H~r:"tl\'C \ltJllulle. "., 
Arrj. flll'l.4gl1 COll ~U'UtiOB, Ul',WH1?cilrludcl' amI ('ottIIJJyiu',~ wi,tlt the 
cOOpt'I'IlUW law of the, S!Htc Ol'OnlCI' Jtll'lsdicU\lTHjLlIs cwc:,ijoll, nlay 
usC thckl'l11 "co(ipcrnttvc" in, this Stnte IflthulJ'oompli"d\y!th We 
lnws of ,this Stille- UJlpllcablc to f(ll'llfi\nCQtlJOi"lliiJllsjirt~o r ... rus 
those laws arc iqll1licahlcto it, n11(tll itj); dolnr~bu~irn;,IiS' on fl co-
opel'il tl VIl basis,aS defined in thIS pmit. " .. 

"~ 

t 

. , 
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045/l70 Corp. Code 3 602 

Corporations Code j 602 (amended) 

SEC. [5]. Section 602 of the Corporations Code is amended to read: 

602. (a) Unless otherwise provided in the articles, a lnajority of 

the shares entitled to vote, represented in person or by proxy, shall 

constitute a quorum at a meeting of shareholders, but in no event shall 

a quorum consist of less than one-third fe~T i~ tfte ease e~ a mH~Ha~ 

wa~e~ eSMpaftYT ~Q ~e~eeft~* of the shares entitled to vote at the 

meeting or, except in the case of a close corporation, of more than a 

majority of the shares entitled to vote at the meeting. If a quorum is 

present, the affirmative vote of the majority of the shares represented 

at the weeting and entitled to vote on any matter shall be the act of 

the shareholders, unless the vote of a greater number or voting by 

classes is required by this division or the articles and except as 

provided in subdivision (b). 

(b) The shareholders present at a duly called or held meeting at 

which a quorum is present may continue to transact business until ad-

journment notwithstanding the withdrawal of enough shareholders to leave 

less than a quorum, if any action taken (other than adjournment) is ap

proved by at least a majority of the shares required to constitute a 

quorum. 

(c) In the absence of a quorum, any meeting of shareholders may be 

adjourned from time to time by the vote of a lliajority of the shares 

represented either in person or by proxy, but no other business may be 

transacted, except as provided in subdivision (b). 

Comment. Subdivision (a) of Section 602 is amended to delete the 

reference to mutual water companies. The substance of the deleted lan

guage is continued in Public Utilities Code Section 27l7. 



045/17:; Corp. Code j 703 

Corporations t;ode ~ 70G (amended) 

SEC. [GJ. Section 708 of the Corporations Code is amended to read: 

703. (a) Every shareholder complying with subdivision (b) and en

titled to vote at any election of directors ~ay cucrulate such share

holder's votes and give one candidate a number of votes equal to the 

number of directors to be elected laultiplied by the number of votes to 

which the shareholder's shares are entitled, or distribute the share

holder's votes on the same principle among as many candidates as the 

shareholder thinks fit. 

(b) Ho shareholder shall be entitled to cumulate votes (1. e., cast 

for anyone or more candidates a number of votes greater than the number 

of the shareholder's shares) unless such candidate or candidates' names 

have been placed in nomination prior to the voting and the shareholder 

has given notice at the meeting prior to the voting of the shareholder's 

intention to cumulate the shareholder's votes. If anyone shareholder 

has given such notice, all shareholders may cumulate their votes for 

candidates in nomination. 

(c) In any election of directors, the candidates receiving the 

,dghest number of votes of the shares entitled to be voted for them up 

to the number of directors to be elected by such shares are elected. 

*~* gHb~~¥~e~eft ~e* e~r±~es ~e ~he ehe~ehe~ae~e ef eft~ mH~Ha~ 

we~e~ eeffipaft~ e~~aft~~ea e~ eM~e~~ft~ fe~ ~~e ~H~~ese ef a~4¥e~~ft~ 

~e~e~ ~e £~e she~e8e~~e~e e~ ees~ eft leftds ~eee~ed ~~8~ft ~fte eetift~e~~e 

a! afte e~ me~e ~eeleme~~eft d~~~~e~e Be? e~ he~ea!~e~ le~el~~ e~~e~~ft~ 

~ft ~h~ e~~~e eftd e~eeeea ~~ e~ fe~me~ Hftde~ ~he ~~e¥£eiefte ef eH~ 
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Pub. Util. Code § 2713 

*et Jil Elections for directors need not be by ballot unless a 

shareholder demands election by ballot at the 'Jeetine and before the 

voting begins or unless the bylaws so require. 

Comment. Section 708 is amended to delete the reference to !.,utual 

water companies. The substance of subdivision (d) is continued as Pub

lic Utilities Code Section 2718. 

368/263 Pub. Util. Code § 2713 

Public Utilities Code" 27 13 (added) 

SEC. (7]. Section 2713 is added to the Public Utilities Code, to 

read: 

2713. Any corporation organized for or engaged in the business of 

selling, distributing, supplying or delivering "ater for irrigation 

purposes, or for domestic use, may provide in its articles or byla"s 

that water shall be sold, distributed, supplied or delivered only to 

owners of its shares and that such shares shall be appurtenant to cer-

tain lands when the same are described in the certificate issued there

for; and ,.,hen such certificate is so issued and a certified copy of such 

articles or bylaws recorded in the office of the county recorder in the 

county where such lands are situated the shares of stock shall become 

appurtenant to the said lands and shall only be transferred therewith, 

-8-



Pub. Util. Coue J 2714 

except after sale or forfeiture for delinquent assessments thereon as 

provided in Section 2716. ;1ot>Jithstanding such provision in its arti-

cles or bylaws, any such corporation TIlay sell water to the state, or any 

department or agency thereof, or to any school district, or to any 

public agency, or, to any other mutual water company or, during any 

emergency resulting from fire or other disaster involving danger to 

public health or safety, to any person at the same rates as to holders 

of shares of such corporations; and provided further, that any such 

corporation may enter into a contract with a county fire protection 

district to furnish water to fire hydrants and for fire suppression or 

fire prevention purposes at a flat rate per hydrant or other connection. 

In the event lands to which any such stock is appurtenant are owned or 

purchased by the state, or any department or agency thereof, or any 

school district, or public agency, such stock shall be canceled by the 

secretary, but shall be reissued to any person later acquiring title to 

such land from the state department, agency, or school district, or 

public agency. 

Comment. Section 2713 is substantively identical to former Civil 

Code Section 330.24. 

360/261 Pub. Uti I Code • 2714 

Public Utilities Code " 2714 (added) 

SEC. (8). Section 2714 is added to the Public Utilities Code, to 

read: 

2714. (a) Any corporation, including a nonprofit corporation orga-
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cUD. Util. Code g 2714 

nized for or engaged in the business of developing, distributing, sup

plying, or delivering Hatey for irrigation or domestic use or both, may 

provide in its articles, or may aroend He articles to provide, that its 

only purpose shall be to develop, distribute, supply, or deliver water 

for irrigation or domestic use or both to its clembers or shareholders, 

at actual cost plus necessary expenses. 

(b) The amendment of the articles I,lay be accomplished by: 

(1) The passage by a three-fourths vote of the '"embers of the board 

of directors of the corporation of a resolution adopting as the purpose 

of the corporation the purpose set forth in this section. 

(2) The signing, verification, and fHing in the manner prescribed 

in Chapter 0 (commencing with Section 900) of the General Corporation 

Law or Chapter 9 (commencing Hit~ Seetio'1 5910) of the General ilonprofit 

Corporation La", whichever is applicable, of a certificate setting forth 

the resolution and the lcanncr of its adopticn. 

(c) Such corporation shall n9t distribute any gains, profits, or 

dividends to its members or shareholders cxcept upon t"e dissolution of 

the corporation. 

Comment. Section 2714 is the saIne in substance as former Civil 

Code Section 330.25. Subdivision (b)(2) provides tha~ the signing, 

verification, and filing of the certifIcate of amendment shall be accom

plished in the manner provided by the General Corporation Law or the 

General flonprofit Corporation Law, depending on which pyovisions norI:lSl

ly apply to the water company amending its articles. 
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404/339 Pub. Util. Code j 2715 

Public Utilities Code" 2715 (added) 

SEC. [91. Section 2715 is added to the Public Utilities Code, to 

read: 

1715. l1henever the owner of real property to which water stock by 

the terms of the certificate thereof is attached or appurtenant at the 

time of conveyance, by properly executed conveyance, transfers to 

another the real property with the appurtenances belonging to the prop

erty, or whenever title to the property passes by execution sale, or by 

foreclosure or probate proceedings, the secretary of the water company 

which issued the stock shall, upon exhibition to him of a deed of the 

land duly recorded, or the necessary court order duly recorded, issue to 

the grantee named in the conveyance a new certificate of stock for the 

number of shares attached or appurtenant to the land as shotm by the 

books and records of the company. The secretary of the water company 

shall enter the name of the grantee upon the books of the company as the 

owner of the shares of stock and shall cancel on the books the number of 

former shares of stock so attached or appurtenant to the land though the 

lands stands in the name of the grantor or of any previous owner of the 

land, or of any other person. 

Comment. Section 2715 is identical to former Civil Code Section 

330.26. 
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G45/l90 rub. Util. Code 'i 2.716 

Publie Utilities Code : 2716 (added) 

SEC. [1OJ. Section 2716 is added to the Public Utilities Code, to 

read: 

2716. Any corporation organized for or engaged in the business of 

selling, distributing, supplying or delivering water for irrigation pur

poses or domestic use, and not as a public utility, may levy assessments 

upon its shares, whether or not fully paid, unless otherwise provided in 

its articles or bylaws. If any shares of any such corporation l~hich 

have been .. tade appurtenant to any land as provided in Section 27:3, 

become delinquent in the payment of assessments, the right to receive 

water or dividends thereon may be denied, and they may be sold and 

transferred without said lands as if not appurtenant thereto, and the 

purchaser shall acquire the right to receive ,rater as provided in the 

articles or bylaVls of the corporation, or they may be forfeited to the 

corporation. 

Comment. Section 2716 is substantively identical to subdivision 

(2) of former Civil Code Section 331. 

4459 Pub. Util. Code § 2717 

Public Utilities Code 5 2717 (added) 

SEC. [11). Section 2717 is added to the Public Utilities Code, to 

read: 

27l7. A quorum at a meeting of shareholders of a mutual water com

pany luay not consist of less than 20 percent of the shares entitled to 

vote at the meeting. 
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Pub. Util. Code ) 271~ 

Comment. Section 2717 continues the substance of a portion of sub-

division (a) of Section 602 of the Corporations Code. 

4460 Pub. Util. Code ~ 2710 

Public Utilities Code ~ 2718 (added) 

SEC. [12]. ',ection 2718 is added to the Public Utilities Code, to 

read: 

1713. Subdivision (a) of Section 70G of the Corporations Code, re

lating to cumulative voting, applies to the shareholders of any mutual 

water company organized or existing for the purpose of delivering water 

to its shareholders at cost on land~ located within the boundaries of 

one or more recJ.amation districts now or hs:eafter legally existing in 

this state and cr"ated by or forIlled under the provisions of any statute 

of this state but does not otherwise apply to the shareholders of mutual 

water companies unless their articles or bylaws so provide. 

COllBllent. Section 2718 is substantively identical to fOrLler subdi

vision (d) of Sp-ction 708 of the Corporations r.ode. 
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