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In the Year One Thousand Nine Hundred and Eighty-Two

An Act further amending the corporate laws.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. The General Laws are hereby amended by insert-
-2 ing after Chapter 157 the following new chapter:

CHAPTER 157A.
EMPLOYEE COOPERATIVE CORPORATIONS.

3
4

5 Section 1. Citation of chapter. This chapter shall be known and
6 may be cited as the Employee Cooperative Corporation Law.
7 Section 2. Definitions. As used in this chapter, unless a con-
-8 trary intention appears:
9 (a) “member” means a person who qualifies and has been accept-

-10 ed for membership in an employee cooperative;
11 (b) “membership share” means a share of stock, ownership of
12 which may be required for membership by the articles or bylaws;
13 (c) “employee cooperative” means a corporation organized
14 under and subject to the provisions of this chapter;
15 (d) “corporation” means an employee cooperative organized
16 under this chapter;
17 (e) “articles” means articles of organization as amended from
18 time to time;
19 (f) “board” means board of directors;
20 (g) “shareholder” or “stockholder” means holder ofcapital stock
21 and/or membership share.
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22 Section 3. Application. This chapter shall apply to any corpo-
-23 ration hereafter organized or converted to an employee coopera-
-24 tive in accordance with the requirements provided herein.
25 Section 4. Purposes of organization. An employee cooperative
26 may be organized under this chapter, for any lawful purpose or
27 purposes.
28 Section 5. Corporate powers; exceptions. Except as otherwise
29 provided in its articles of organization, each employee cooperative
30 shall have those powers listed in sections 9(a) through 9(o) of
31 M.G.L. Ch. 1568, as well as the power to have and exercise all
32 powers necessary or convenient to effect any or all of the purposes
33 for which the employee cooperative is formed; provided that no
34 such power shall be exercised in a manner inconsistent with this
35 chapter or the General Laws of the commonwealth.
36 Section 6. Name.
37 (a) The name of any employee cooperative organized under this
38 chapter may include the word “cooperative”;
39 (b) Each employee cooperative shall be subject to section 11 of
40 M.G.L. Ch. 1568.
41 Section 7. Method of organization.
42 (a) Two or more natural persons of the age of eighteen years or
43 more may act as incorporators of an employee cooperative. Such
44 incorporators shall hold a meeting at which by-laws shall be adopt-
-45 ed, and initial directors, president, treasurer, and clerk elected. At
46 such meeting the incorporators may take any other action which
47 might be taken by the members after the articles of organization
48 have become effective.
49 Any action required or permitted to be taken at any meeting of
50 the incorporators may be taken without a meeting if all the incor-
-51 porators consent to the action in writing and the written consents
52 are filed with the records of the corporation. Such consents shall be
53 treated for all purposes as a vote at a meeting.
54 Articles of organization signed by all of the incorporators shall
55 be submitted to the state secretary, and shall become effective when
56 filed in accordance with subsection (c) of this section. The existence
57 of the employee cooperative shall begin when the articles of organi-
-58 zation become effective. A certified statement of the fact of incor-
-59 poration by the state secretary shall be conclusive evidence of
60 incorporation.
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61 (b) Any corporation organized under M.G.L. Ch. 1568 or 157
62 may convert itself into an employee cooperative by adopting an
63 amendment to its articles by which it elects to become subject to
64 this chapter, together with changes in its articles required by this
65 chapter. The amendment shall be adopted, filed, and shall become
66 effective, in accordance with the statute under which the corpora-
-67 tion was organized before conversion to an employee cooperative.
68 (c) Section six of Ch. 1568 shall apply to corporations organized
69 under this chapter, except that the portion reading “section one
70 hundred and fourteen” shall be changed to read “section forty three
71 of Chapter 157A.”
72 Section 8. Articles of organization; contents. The contents of
73 the articles of organization shall be governed by section 13 of Ch.
74 156D, except that whenever the term “corporation”appears in that
75 section it shall be changed to read “employee cooperative”.
76 Section 9. Bylaws.

77 (a) An employee cooperative may make bylaws which may
78 contain any provisions, not inconsistent with law or the articles of
79 organization, for the regulation and management of the corpora-
-80 tion.
81 (b) Power to amend or repeal the bylaws or adopt new bylaws
82 shall be in the members; provided that if authorized by the articles
83 of organization, the bylaws may provide that the directors also
84 may amend any bylaw provision not requiring action by the
85 members. Notice of any bylaw amendment adopted by the direc-
-86 tors must be given to the members no later than the time of giving
87 notice of the next membership meeting. Any bylaw adopted by the
88 directors may be amended or repealed by the members.
89 Section 10. Membership shares; capital stock.
90 (a) An employee cooperative has the power to authorize in its
91 articles of organization and to issue a class of stock designated as
92 “membership shares”. It may require that each member own one
93 and only one membership share. The articles or bylaws may pro-
-94 vide limitations on the issuance and transferability of the member-
-95 ship shares.
96 (b) An employee cooperative also has the power to issue the
97 number of shares of capital stock authorized in its articles of
98 organization. Such shares may be divided into more than one class
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99 with such designations, preferences, limitations, and relative rights
100 as shall be stated in the articles, except that capital stock as such
101 shall have no voting power.
102 (c) Any unissued membership shares or capital stock from time
103 to time authorized in the articles may be issued by a vote of the
104 members, or by a vote of the board under authority of a provision
105 of the bylaws or a vote of the members, which provision or vote
106 may be adopted before or after the stock is authorized.
107 Section 11. Certificates for shares held.
108 An employee cooperative shall be governed by sections 27 and
109 29 of Chapter 1568.
110 Section 12. Payment for stock; membership fee.
11l (a) Membership shares and capital stock may be authorized with
1 12 or without par value, and may be issued for cash, tangible or
113 intangible property, services, or expenses. Stock shares having par
114 value shall not be issued for consideration worth less than their par
115 value.
116 (b) The board may establish any reasonable terms and proce-
-117 dures for payment of consideration for membership shares or
118 capital stock.
119 (c) In an employee cooperative that issues membership shares,
120 membership shares shall be issued for such consideration ex-
-121 pressed in dollars as shall be fixed from time to time by the board,
122 and such amount shall be termed a “membership fee”.
123 Section 13. Reacquired shares.
124 Shares of stock previously issued which have been reacquired by
125 the corporation, may, unless the articles or bylaws otherwise re-
-126 quire, be restored to the status ofauthorized but unissued shares by
127 vote of the members or by vote of the board, without amendment
128 of the articles.
129 Section 14. Membership.
130 (a) The articles or bylaws shall establish qualifications for mem-
-131 bership and the method of acceptance of members, provided that
132 membership is limited to natural persons employed by the em-
-133 ployee cooperative.
134 (b) The articles or bylaws of an employee cooperative may
135 require, as a condition of membership, payment of a membership
136 fee to obtain a membership share; except that the bylaws may
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137 authorize issuance of a membership share upon payment ofpart of
138 the membership fee, provided that the paid-in portion exceeds any
139 par value and that the member agrees to pay the balance of the
140 membership fee.
141 (c) The articles or bylaws may provide for any reasonable condi-
-142 tions and procedures for termination of membership.
143 Section 15. Membership Meetings.
144 An employee cooperative shall be governed by sections 33
145 through 40 and 42 through 44 of Ch. 1568, except that (1) “stock-
-146 holder” shall be read as “member”, and (2) in section 34, “one or
147 more stockholders who hold at least one tenth part in interest of the
148 capital stock entitled to vote thereat” shall be changed to read “at
149 least ten per cent of the members”.
150 Section 16. Voting by Members.
151 (a) At any membership meeting, each member shall have one
152 and only one vote in the election of directors, and in any matter
153 required by the articles or bylaws to have a membership vote.
154 Shares of capital stock, as opposed to membership shares, shall not
155 as such be given voting power.
156 (b) Proxy voting shall not be used. The bylaws may provide for a
157 method of absentee or mail voting by members.
158 (c) The bylaws may set forth provisions, not inconsistent with
159 this chapter, relating to the methods and procedures for vozing,
160 including action by unanimous written consent without a meeting.
161 ing.
162 (d) Whenever, with respect to any action to be taken by the
163 members of an employee cooperative, the articles or bylaws require
164 the vote or concurrence ofall the members, or a greater proportion
165 thereof than required by this chapter with respect to such action,
166 the provisions of the articles or bylaws shall control.
167 Section 17. Patronage allocations.
168 (a) The net savings or proceeds of an employee cooperative shall
169 be apportioned, distributed and paid periodically to those persons
170 entitled to receive them, at such times and in such reasonable
171 manner as the bylaws shall provide; except that net savings or
172 proceeds declared as patronage allocations shall be apportioned
173 and distributed among the members in accordance with the ratio
174 which each member’s patronage during the period involved bears
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to total patronage by all members during that period. For the
purposes of this section, work performed as a member of an
employee cooperative, as measured by hours or by pay, shall be
deemed to be patronage of that cooperative.

175
176
177
178

(b) The apportionment, distribution, and payment of net savings
or proceeds required by subsection (a) of this section may be in
cash, credits, written notices of allocation, or securities issued by
the employee cooperative. A written notice of allocation means a
patronage allocation instrument as defined in section 1388(b) of
the Internal Revenue Code of 1954, as amended.

179
180
181
182
183
184

(c) The bylaws may contain provisions for the apportionment
and charging of net losses according to the patronage as deter-
mined in subsection (a) of this section.

185
186
187

Section 18. Redemption of shares and allocation notices.188
(a) An employee cooperative issuing membership shares, capital

stock, written notices of allocation, or other evidences of equity
may establish a system of internal capital accounts, one account for
each member, to keep track of the buyback price of said instru-
ments. An employee cooperative using such a system of internal
capital accounts shall be hereafter referred to as an “Internal Capital
Account cooperative”. An employee cooperative need not use a
system of internal capital accounts to keep track of the buyback
price of its equity instruments.

189
190
191
192
193
194
195
196
197

(b) The articles or bylaws may provide for the cooperative to
redeem periodically the written notices of allocation and capital
stock, and to recall the membership share upon termination of
membership in the cooperative. In an internal capital account
cooperative, the consideration for the redemptions shall be the
buyback price as determined by the internal capital accounts.

198
199

200
201
202
203

(c) An internal capital account cooperative shall credit the paid-
in membership fee of a member to the member’s internal capital
account. An internal capital account cooperative shall also record
the apportionment of retained net savings or net losses to the
members in accordance with patronage by appropriately crediting
or debiting the internal capital accounts of the members.

204
205
206
207
208
209

(d) An internal capital account cooperative may provide, in
accordance with the bylaws, to pay or credit interest on the balance
in each member’s internal capital account.

210
211
212
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(e) No acquisition, redemption or recall of stock or other evi-
dences of equity shall be made if the result thereof would be to render
the employee cooperative insolvent or bankrupt. The articles or
bylaws may provide other limitations on the right of a cooperative
to acquire, recall, exchange or redeem its shares or other evidences
of equity.

213
214
215
216
217
218

Section 19. Collective reserve account.219
(a) In an internal capital account cooperative, the bylaws may

assign a part of the retained net savings to a portion of the net
worth known as the “collective reserve account”, instead of credit-
ing such savings to the individual internal capita! accounts. Such
funds may be comingled with other sums belonging to the em-
ployee cooperative, and may be used for any and all corporate
purposes. The bylaws may provide for net losses to be apportioned
to the collective reserve account.

220
221
222
223
224
225
226
11l
228 (b) In an internal capital account cooperative using individual

member accounts with or without a collective reserve account, the
balances in all these internal capital accounts shall be adjusted at
the end of each accounting period so that the sum of the balances is
the net worth or net book value on the balance sheet of the
cooperative.

229
230
231
232
233
234 Section 20. Limitation of liability of members.
235 (a) Except for debts lawfully contracted between a member and

the employee cooperative, no member is liable for the debts of the
cooperative foran amount exceeding the sumremaining unpaid on
such member’s membership fee.

236
237
238
239 (b) Employee cooperatives shall be governed by section forty-

five of Chapter 1568.240
241 Section 21. Directors; number; election; qualifications.
242 Except as reserved to the members pursuant to section twenty-

two, the business of every employee cooperative shall be managed
by a board of directors. The number of directors shall be fixed by
or determined in the manner provided in the by-laws, but shall be
not less than three. Except as otherwise provided in section twenty-
two or in the articles of organization, the directors shall be elected
at the annual meeting of the members. The board of directors may
be enlarged by the members at any meeting or, if authorized by the
by-laws, by vote of a majority of the directors then in office. Any

243
244
245
246
247
248
249
250
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elections of directors by members shall be by ballot if so requested
by any member.

251
252

Section 22. Directors and officers; terms; removal; vacancies;
powers; committees.

253
254

An employee cooperative shall be governed by sections 48, 50,
51, 52, 54, and 55 of Ch. 1568, except that “shareholder” shall be
read as “member”.

255
256
257
258 Section 23. Meeting of directors.
259 An employee cooperative shall be governed by sections 56

through 59 of chapter 1568, except that“shareholder” shall be read
as “member”.

260
261
262 Section 24. Resident agent.
263 An employee cooperative shall be governed by section 49 of

chapter 1568, except that references to “section six” and “section
twelve” in the second to last sentence shall be changed to read
“section seven of chapter 157A”.

264
265
266
267 Section 25. Liability of directors.
268 An employee cooperative shall be governed by sections 60

through 69 of Chapter 1568, except that reference in section 60 to
“sections eighteen or twenty-one” shall be changed to read “sec-
tions ten or twelve of this chapter”.

269
270
271

Section 26. Amendment of articles.272
An employee cooperative may amend its articles from time to

time in any and as many respects as may be desired; provided that
its articles as amended contain only such provisions as might be
lawfully contained in original articles at the time of making the
amendment, and such provisions as may be necessary to effect an
exchange, reclassification or cancellation of shares.

273
274
275
276
277
278

Amendments to the articles shall be made in the following
manner:

279
280

(a) The board shall adopt a resolution setting forth the proposed
amendment and directing that it be submitted to a vote at a meeting
of the members of the cooperative, which may be either an annual
or a special meeting.

281
282
283
284

(b) Written or printed notice setting forth the proposed amend-
ment or a summary of the changes to be effected thereby shall be
given to each member of record within the time and in the manner
provided in section 15 of this chapter for the giving of notice of

285
286
287
288
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289 meetings of members. If the meeting is an annual meeting, the
290 proposed amendment or the summary may be included in the
291 notice of the annual meeting.
292 (c) At the meeting a vote of the members shall be taken on the
293 proposed amendment. The proposed amendment is adopted upon
294 receiving the affirmative vote of a majority of the member votes
295 cast thereon. Any number ofamendments may be submitted to the
296 members and voted upon by them at one meeting.
297 Section 27. Articles of amendment.
298 Within sixty days after any meeting at which any amendment of
299 the articles of organization has been adopted, articles of amend-
300 ment, signed under the penalties ofperjury by the president or any
301 vice-president and by the clerk or an assistant clerk, setting forth
302 such amendment and the due adoption thereof, shall be submitted
303 to the state secretary. The amendment shall become effective when
304 the articles ofamendment are filed in accordance with section 7 of
305 this chapter, unless said articles specify a later date not more than
306 thirty days after such filing, in which event the amendment shall
307 become effective on such later date.
308 Section 28. Correction of inaccurate corporate records; filing.
309 Employee cooperatives shall be governed by section 6A of Ch.
310 1568.
311 Section 29. Change of principal office.
312 Employee cooperatives shall be governed by section 14 of Chap-
-313 ter 1568.
314 Section 30. Certificate of change in officers or directors.
315 Employee cooperatives shall be governed by section 53 of Chap-
-316 ter 1568.
317 Section 31. Mortgage or disposal ofassets; vote; notice ofmeet-
318 ing.
319 Every employee cooperative may authorize, at a meeting duly
320 called for the purpose, by vote of two-thirds of the members, the
321 sale, mortgage, pledge, lease or exchange of all or substantially all
322 its property and assets, upon such terms and conditions as it deems
323 expedient. Notice of the time, place, and purposes of such meeting
324 shall be given to each member of record in accordance with section
325 15.
326 Section 32. Amendment on reorganization.
327 Employee cooperatives shall be governed by section 73 of Chap-
-328 ter 1568.
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Section 33. Restatement of articles.329
Employee cooperatives shall be governed by section 74 of chap-

ter 1568 except that the second sentence shall be replaced with:
“The restated articles may effect further amendments of the articles
provided that every such further amendment might be lawfully
adopted and authorized in accordance with section 26” and, in the
second paragraph “section six” shall be replaced with “section
seven.”

330
331
332
333
334
335
336

Section 34. Petition for dissolution in supreme judicial court;
cases.

337
338

A petition for dissolution of an employee cooperative may be
filed in the supreme judicial court in the following cases:

339
340

(a) An employee cooperative which desires to close its affairs
may authorize the filing of such a petition by a vote ofa majority of
members.

341
342
343

(b) Such a petition may be filed by not less than 40% of all the
members, if:

344
345
346 (1) the directors are deadlocked in the management of corporate

affairs, and the members are unable to break the deadlock; or347
348 (2) the members are deadlocked in voting powers and have failed

to elect successors to directors whose terms have expired or would
have expired upon the election of their successors.

349
350
351 After such notice as the court may order and after hearing, the

court may decree a dissolution of the corporation, notwithstanding
the fact that the business of the corporation is being conducted at a
profit, if it shall find that the best interests of the members will be
served by such dissolution. Upon such dissolution, the existence of
the employee cooperative shall cease, subject to the provisions of
sections thirty five and thirty seven.

352
353
354
355
356
357
358 Section 35. Voluntary Dissolution; Petition by commissioner

of revenue or by state secretary; continuation or revival ofcorpo-
rate existence.

359
360
361 Sections 100 through 102 and 107 through 108 of ch. 1568 shall

govern employee cooperatives organized under this chapter, ex-
cept that “stockholder” shall be read as “member”.

362
363
364 Section 36. Petition for distribution; notice.
365 An employee cooperative shall be governed by section 103 of

chapter 1568, except that reference to “section one hundred and
two” shall be changed to “section thirty seven of chapter 157A.”

366
367
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368 Section 37. Receivership.
369 Sections 104 through 106 of ch. 1568 shall govern employee
370 cooperatives organized under this chapter, except that “stock-
-37 1 holder” shall be read as “member”, and the reference in section 104
372 to “section ninety nine, one hundred, and one hundred and one”
373 shall be changed to read “sections thirty four or thirty five of this
374 chapter.”
375 Section 38. Liquidation distribution.
376 If the employee cooperative is an internal capital accounts coop-
-377 erative as defined in sections 18 and 19 of this chapter, then any
378 amount remaining after the payment of all debts of the worker
379 cooperative shall be distributed pro rata to each member up to the
380 balance in his or her individual account. Any further remaining
381 amount may be distributed in any reasonable manner provided for
382 in the by-laws.
383 Section 39. Annual report.
384 An employee cooperative shall be governed by sections 109, 112,
385 and 113 of Chapter 1568.
386 Section 40. Corporate records.
387 An employee cooperative shall be governed by section thirty two
388 of chapter 1568.
389 Section 41. Unauthorized exercise offranchise or privilege or
390 transaction of business.
391 An employee cooperative shall be governed by section ten of
392 chapter 1568.
393 Section 42. Member's or stockholder’s action.
394 An employee cooperative shall be governed by section 46 of
395 chapter 1568, provided that no stockholder or member shall insti-
-396 tute any suit or proceeding until the stockholder or member has
397 attempted in good faith to secure from the board and membership
398 such action as he or she desires.
399 Section 43. Fees.
400 (a) The fee for filing the articles of organization required by
401 section seven shall be one hundred dollars.
402 (b) The fee for filing articles ofamendment required by sections
403 twenty seven or thirty two shall be fifty dollars.
404 (c) The fee for filing articles of dissolution under section thirty
405 five shall be fifty dollars.
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j)

406 (d) The fee for filing all other certificates, statements, or reports
407 required by this chapter shall be thirty five dollars for each certifi-
-408 cate, statement, or report, but no fee shall be paid for filing the
409 certificate of change of principal office of the corporation in the
410 commonwealth required by section twenty nine, the certificate of
411 change of date of annual meeting or change of fiscal year required
412 by section fifteen, the certificate of change of officers required by
413 section thirty, or any certificate relating to a resident agent of a
414 corporation under section twenty four.
415 Section 44. Employee Stock Ownership Plans.
416 Employee cooperatives organized under this chapter may form
417 Employee Stock Ownership Plans in accordance with subchapter
418 D of the Federal Internal Revenue Code.

1 SECTION 2. In section 3(a) of chapter 1568, after “one
2 hundred and fifty seven”, add “or one hundred and fifty seven A”.

1 SECTION 3. In section 8 of chapter 157, after the word “ex-
-2 cept” in the first sentence, add “employee cooperatives organized
3 under chapter 157A, or”.

1 SECTION 4. In section 402(a)(12) of chapter IIOA, after “one
2 hundred and fifty seven”, add “or chapter one hundred and fifty
3 seven A”.

1 SECTIONS. In section 30(1) of chapter 63, after “one hundred
2 and fifty six or”, add “chapter one hundred and fifty seven A or”.
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