
HOUSE No. 938

By Mr. Crosby of Arlington, petition of Robert P. Trask, for
the Massachusetts Farm Bureau, for legislation to authorize the in-
corporation of co-operative associations of agricultural producers.
Agriculture.

In the Year One Thousand Nine Hundred and Thirty-Five.

An Act relative to the Organization and Incorporation of
Co-operative Associations of Agricultural Producers.

1 Section 1. Section two of chapter one hundred
2 and fifty-seven of the General Laws, as appearing
3 in the Tercentenary edition thereof, is hereby
4 amended by striking out, in line two, the words
5 “workmen, purchasers” and inserting in place
6 thereof the words: employees, patrons, and by
7 striking out the last sentence of said section and
8 inserting in place thereof the following: No stock-
-9 holder shall be entitled to more than one vote upon
10 any subject.

1 Section 2. Section three of said chapter one
2 hundred and fifty-seven, as so appearing, is hereby
3 amended by inserting after the word “exchange”
4 in line three the words: with or without capital
5 stock, and by striking out, in line four, the words

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

Cfte Commontoealtf) of
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6 “mercantile business” and inserting in place thereof:
7 any business authorized by chapter one hundred
8 and fifty-five, and by inserting after the word
9 “fifty-six” in line ten the words: for capital

10 stock corporations.

1 Section 3. Section four of said chapter one hun-
-2 dred and fifty-seven, as so appearing, is hereby
3 amended by striking out the numeral “4” in line
4 one and inserting in place thereof the numeral 5;
5 and by striking out, in lines two and three, the
6 words “nor more than two hundred thousand
7 dollars”.

1 Section 4. Said chapter one hundred and fifty-
2 seven, as so appearing, is hereby amended by in-
3 serting after section three a new section, to be
4 known as section four, reading as follows
5 Section 4- Definitions, (a) Person. Person shall
6 mean either an individual, corporation, association
7 or partnership.
8 (6) Member. A member shall be either a person
9 who has received a certificate of membership or one

10 who is a holder of common stock in an organization
11 having capital stock.
12 (c) Net Earnings. Net earnings means the total
13 earnings minus the expense of operation and cost of
14 goods sold.

1 Section 5. Said chapter one hundred and fifty-
-2 seven, as so appearing, is hereby amended by strik-
-3 ing out section five in its entirety.

1 Section 6. Section six of said chapter one hun-

-2 dred and fifty-seven, as so appearing, is hereby
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3 amended by striking out, in line four thereof, the
4 word “profits” and substituting therefor the word:
5 earnings, and by adding after the word “stock”
6 in line five a new sentence, as follows: Non-stock
7 corporations shall in the agreement of association or
8 by-laws make provision for a reasonable reserve
9 fund and provide for annual contributions thereto

10 from net earnings., and by striking out, in line
11 seven, the word “five” and substituting therefor
12 the word: eight, and by striking out, in line
13 thirteen, the word “shareholders” and substituting
14 therefor the word: members, and by striking
15 out, in line fifteen, the word “shareholder” and sub-
-16 stituting therefor the word: member, and by
17 inserting after the word “of” in line sixteen the
18 words: not less than, and by striking out, in
19 line seventeen, the word “shareholder’s” and sub-
-20 stituting therefor the word: member’s, and by
21 inserting after the word “and” in the same line the
22 words: —may be, and by inserting after the word
23 “stock” in line eighteen the words: or member-
-24 ship fees, and by inserting a new paragraph at
25 the end of said section, as follows: —5. Corpora-
-26 tions formed under section three during any fiscal
27 year shall not do business with non-members to a
28 greater amount in value than with members.

1 Section 7. Section seven of chapter one hundred
2 and fifty-seven, as so appearing, is hereby amended
3 by striking out the word “stockholders” in line
4 three and inserting in place thereof the words: -
5 members present.

1 Section 8. Said chapter one hundred and fifty-
-2 seven, as so appearing, is hereby amended by strik-
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3 ing out, after section nine, the heading “agricul-
-4 TURAL AND OTHER CO-OPERATIVE CORPORATIONS
5 without capital stock” and inserting in place
6 thereof the following: co-operative associations
7 of agricultural producers.

1 Section 9. Said chapter one hundred and fifty-
-2 seven, as so appearing, is hereby amended by strik-
3 ing out sections ten to eighteen, inclusive, and in-
4 serting in place thereof the following provisions:
5 Section 10. Five or more persons, at least one of
6 whom is a resident of this state, engaged in the pro-
7 duction of agricultural products, may form a non-
8 profit co-operative association, with or without capi-
9 tal stock, for the purpose of doing business without

10 profit to the association itself and for the mutual
11 benefit of the members thereof. Such corporations
12 shall be formed in the manner provided by chapters
13 one hundred and fifty-five and one hundred and
14 fifty-six and shall be subject to the provisions of said
15 chapter so far as applicable
16 Section 11. Definitions. As used in this act,
17 unless the context or subject matter requires other-
18 wise:
19 (a) Agricultural products include horticultural,
20 viticultural, forestry, nut, dairy, livestock, poultry,
21 bee and any farm products.
22 (6) The term association means any corporation
23 organized under this act or any similar corporation

organized under any general or special act of this or24
25 any other state as a co-operative association, for the
26 mutual benefit of its members, as agricultural pro-

27 ducers, in which the return on the stock or member-
28 ship capital is limited to an amount not to exceed
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29 eight per centum per annum, which during any
30 fiscal year does not deal with non-members’ products
31 to an amount greater in value than members’ prod-
32 ucts, and which in connection with purchasing
33 operations purchases no more in value for non-
34 members than for members nor more than fifteen
35 per centum per annum for non-members who are
36 not producers. The return of eight per centum per
37 annum may be cumulative.
38 (c) Associations organized hereunder are deemed
39 non-profit, inasmuch as they are not organized to
40 make profit for themselves, as such, nor for their
41 members, as such, but only for their members as
42 producers.
43 (d) The term “member” means, in addition to
44 those admitted to membership in an association
45 without capital stock, holders of shares of the com-
46 mon stock in associations organized with capital
47 stock having voting rights
48 (e) The term “person” means an individual, a
49 partnership, a corporation, or an association.
50 Section 12. Powers. Each association shall have
51 power:

(a) To engage in any activity in connection with
the producing, marketing, buying, selling, including
sales for future delivery and hedging operations if
specifically authorized in the by-laws, preserving,
harvesting, drying, processing, manufacturing, blend-
ing, canning, packing, ginning, grading, storing,
warehousing, handling or utilizing of agricultural
products or providing the facilities therefor; manu-
facturing or marketing of the by-products thereof;
or in any activities in connection with the manufac-
turing, purchasing, selling, hiring or using of sup-
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63 plies, machinery or equipment; or in the financing
64 of any of the above enumerated activities or in per-
-65 forming business or educational services on a co-
-66 operative basis, for producers or agricultural prod-
-67 ucts, or in any one or more of the activities specified
68 herein.
69 (b ) To act as an agent for or subsidiary of or to
70 assist co-operative associations formed under this
71 act in any one or more of the above mentioned
72 activities; to act as a holding corporation of the
73 properties of such associations.
74 (c) To unite with associations in this or any other
75 state in employing and using, or separately to em-
-76 ploy and use the same methods, means, and agencies
77 which may be used by other associations, for carry-
-78 ing on and conducting the respective businesses of
79 such associations.
80 (d) To make loans or advances to members or

81 producer patrons or to the members of an associa-
-82 tion which is itself a member; to accept any kind,
83 form or type of obligation or security therefor; to
84 purchase, endorse, discount or sell any note, draft,
85 bill of exchange, indenture, bill of sale, mortgage or

86 other obligation acquired by it, the proceeds of
87 which have been advanced or used in the first
88 instance for any of the purposes provided for herein;
89 to discount for or purchase from any association,
90 organized under the laws of any state with or with-
-91 out its endorsement any note, draft, bill of exchange,

92 indenture, bill of sale, mortgage or other obligation
93 the proceeds of which are advanced or used in the
94 first instance for carrying on any co-operative ac-

-95 tivity authorized in this act and to dispose of same
96 with or without endorsement. An association or-
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97 ganized under this act and exercising any of the
98 powers provided in this paragraph shall not engage
99 in the business of banking.
100 (e) To establish and accumulate reserves includ-
101 ing a permanent surplus fund as an addition to
102 capital; to invest the reserves either directly or by
103 means of subsidiary or affiliated associations or other
104 corporations in real estate or other property for
105 carrying out the purposes of the association; or the
106 reserves may be deposited or invested in such
107 securities as the directors may approve.
108 (/) To purchase or otherwise to acquire, hold,
109 own and exercise all rights of ownership in, and to
110 sell, transfer, pledge or guarantee the payment of
111 dividends or interest on, or the retirem'ent or re-
112 demption of, shares of capital stock, bonds, or other
113 obligations of any corporation or association, en-
114 gaged in any directly or indirectly related activity,
115 or in the production, warehousing, or marketing of
116 any of the products handled by the association.
117 (g) To buy, hold and exercise all privileges of
118 ownership over such real or personal property, as
119 may be necessary or convenient for the conduct and
120 operation of any of the business of the association,
121 or incidental thereto.
122 (h) To borrow money from any source without
123 limitation as to amount of corporate indebtedness or
124 liability, with authority to give any bond or form of
125 obligation or security therefor.
126 (i) To establish and obtain, own and develop
127 patents, trade-marks and copyrights.
128 (j) To deal in products, handle machinery, equip-
-129 ment, or supplies, or perform services for or on
130 behalf of non-members to an amount not greater in
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value during any fiscal year than such as are dealt in,
handled, or performed by it for, or on behalf of its
members during the same period. Purchases for
non-members who are not producers shall not exceed
fifteen per centum in value of an association’s total
purchasing operations.

131
132
133
134
135
136

(k) To do each and every thing necessary, suit-
able or proper for the accomplishment of any one
of the purposes, or the attainment of any one or
more of the subjects herein enumerated, or condu-
cive to or expedient for the interest or benefit of the
association, and to contract accordingly; and in
addition, to exercise and possess all powers, rights
and privileges necessary or incidental to the pur-
poses for which the association is organized, or to
the activities in which it is engaged; and any other
rights, powers and privileges granted by the laws
of this state to corporations organized under chap-
ters one hundred and fifty-five and one hundred and
fifty-six, except such as are inconsistent with the
express provisions of this act; and to do any such
thing anywhere.
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Section 13. Amendment of Articles of Incorpora-
tion. Members of an association may amend the
articles of incorporation by the affirmative vote of
a majority of the members voting thereon at any
regular or special meeting, or if the association has a

basis of voting other than one vote for each member
then by the affirmative vote of a majority of the
votes cast by the members present and voting
thereon at any regular or special meeting. Not less
than ten days’ written notice of the proposed amend-
ment shall be given to the members. No amend-
ment affecting the preferential rights of any out-
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165 standing shares shall be adopted until the written
166 consent of a majority of the outstanding preference
167 shares have been adopted.
168 Section 14- By-Laws. Each association incorpo-
169 rated under this act shall adopt by-laws consistent
170 with this act within thirty days after it is incorpo-
171 rated. The by-laws shall provide for their amend-
172 ment by the members and the method by which
173 amendments may be adopted. The following mat-
174 ters among others may be governed in the by-laws: -

175 (a) The time, place and manner of calling and
176 conducting its meetings, which meetings' and the
177 meetings of its directors, may be held either within
178 or without the state;

179 ( b ) The number of members constituting a quo-
180 rum;

181 (c) The right of members to vote at general or
182 special meetings and by mail; and the conditions.
183 manner, form and effects of such votes
184 (d) The number of directors constituting a quo-
185 rum;

186 (e) The number, qualifications, compensation,
187 duties, and term of office of directors and officers;
188 the time of their election and the mode and manner
189 of giving notice thereof;
190 (/) Penalties for violations of the by-laws;
191 (g) The amount of entrance, organization and
192 membership fees, if any; the manner and method of
193 collection of the same; and the purposes for whichand the purposes for which
194 they may be used;
195 (h) The amount which each member shall be
196 required to pay annually or from time to time,
197 at all, to carry on the business of the association; the
198 charge, if any, to be paid by each member for serv-
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199 ices rendered by the association to him and the time
200 of payment and the manner of collection; and the
201 marketing contract between the association and its
202 members which every member may be required to
203 sign;
204 (i) The number, qualification and voting rights
205 of members of the association and the conditions
206 precedent to membership; the method, time and
207 manner of permitting members to withdraw or to
208 transfer their stock; the manner of assignment and
209 transfer of the interest of members; the conditions
210 upon which and time when membership of any
211 member shall cease; the automatic suspension of
212 the rights of a member when he ceases to be eligible
213 to membership in the association; the mode, man-
-214 ner and effect of the expulsion of a member; the
215 manner of determining the value of a member’s
216 interest and provision for its purchase by the asso-

-217 ciation upon the death or withdrawal of a member
218 or upon the expulsion of a member or forfeiture of
219 his membership.
220 Section 15. Members, (a) Under the terms and
221 conditions prescribed in the by-laws adopted by it
222 an association may admit as members persons
223 engaged in the production of agricultural products
224 or having an interest in the production of agricul-
-225 tural products as landlord or tenant and co-operative
226 associations of agricultural producers. An associa-
-227 tion organized hereunder or under similar statutes of
228 other states may become a member of any other
229 association.
230 (h ) No member shall be liable for the debts of the
231 association to an amount exceeding the sum remain-
-232 ing unpaid on his subscription to membership except
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for debts lawfully contracted between him and the
association.

233
234

(c) Unless otherwise provided no member shall be
entitled to more than one vote but the by-laws of the
association may specify a base of voting based upon
the amount of land used by each member in the
production of the product or products handled by
the association or upon the quantity or value of
such products delivered by or handled for such
member or the quantity or value of supplies pur-
chased for each member or on any other basis that
may be agreed upon. Except where the capital
stock of the corporation is issued to members on a
patronage basis voting shall not be on the basis of
the amount of capital stock held by each stockholder.
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Section 16. Issuance of Membership Certificates
and Stock, (a) When a member of an association
has paid his membership fee or stock subscription
in full he shall receive, as the case may be, a certifi-
cate of membership or a stock certificate.

248
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( b ) No association shall issue membership certifi-
cates or stock until they have been fully paid for, but
an association in its by-laws may admit a member and
allow him to vote and hold office prior to his pay-
ment of his membership fee or for his stock certifi-
cate.

253
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259 (c) An association shall limit its dividends on

common and preferred stock and on membership
capital to an amount not greater than eight per
centum per annum, which if preferred may be cumu-
lative, upon the actual cash value of the considera-
tion received by the association therefor.
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(d) Net income from any source, in excess of divi-
dends and additions to reserves and surplus, shall be

265
266
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distributed on the basis of patronage. The distribu-
tion of such net income may be restricted to mem-
bers or be made at the same or a different rate for
members and non-members. The by-laws may
provide that any distribution to a non-member,
eligible for membership, who desires membership
may be credited to such non-member until the
amount thereof equals the value of a membership
certificate or a share of the association’s common
stock. Such a distribution credited to the account
of a non-member may revert to the reserve fund at
the option of the board of directors if, after two
years, the amount is less than the value of a mem-
bership certificate or a share of common stock.

267
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281 (e) An association in its by-laws may limit the

amount of common stock which one member may
own. Ownership of common stock and membership
certificates may be transferred by a member with
the approval of the board of directors only to other
associations or to persons engaged in the production
of agricultural products.
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(/) An association may issue and sell preferred
stock to members or non-members. Preferred stock
may be redeemed or retired by the association on
such terms and conditions as may be provided by
the articles of incorporation and printed on the stock
certificate. Preferred stockholders shall not be en-

titled to vote but no change in the priority or prop-
erty interest of preferred stockholders shall be ef-
fective until the written consent of two thirds of the
preferred stock has been obtained. Whenever an
association organized hereunder with preferred stock
purchases the stock or any interest in any property
of any person it is authorized to discharge the obli-
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gation so incurred wholly or in part by exchanging
for the acquired interest shares of its preferred stock
to an amount which would equal the fair market
value of the stock or interest so purchased as deter-
mined by the board of directors.

301
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Section 17. Meetings. Each association shall, by
its by-laws, provide for one or more regular meetings
annually. The board of directors shall have the
right to call a special meeting of the members at
any time and they shall call a special meeting upon
the petition of not less than ten per cent of the
members stating the specific business to be brought
before the association. Notice of all meetings to-
gether with a statement of the purposes thereof
shall be mailed to each member at least ten days
prior to the meeting or the by-laws may provide
that instead of notices except those pertaining to
proposed amendments to the articles the incorpora-
tion shall be given by publication in a newspaper or
newspapers whose circulation or combined circula-
tions is general in the territory in which the associa-
tion operates.
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323 Section 18. Directors. The affairs of the associa-

tion shall be managed by a board of not less than
five directors to be elected by the members with
such qualifications as may be stipulated in the
articles of incorporation or by-laws. Not less than
two thirds of the directors shall be members of the
association or officers, directors or members of mem-
ber associations. The by-laws may provide that the
territory in which the association has members shall
be divided into districts and that the directors shall
be nominated according to such districts, either
directly or by district delegates elected by the mem-
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335 bers in that district. In such case the by-laws shall
specify the number of directors to be nominated by
each district, the manner and method of apportion-
ing the directors and of districting the territory by
the association. The by-laws may provide that
primary elections shall be held in each district to
nominate the directors apportioned to such districts
and that the result of all such primary elections may
be ratified by the next regular meeting of the asso-
ciation or may be considered final as to the associa-
tion.

336
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The by-laws may provide for an executive com-
mittee to be elected by a board of directors from its
membership and may allot to such committee all
the functions and powers of the board of directors
subject to the general direction and control of the
board.

346
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When a vacancy on the board of directors occurs
other than by expiration of term or removal, the
remaining members of the board by a majority vote
shall fill the vacancy and in case the by-laws provide
for the nomination of directors by districts the di-
rectors shall designate a person from the district in
which the vacancy occurs to fill the vacancy.

352
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The by-laws may provide that the directors shall
be authorized to borrow money from any source

and to give any bond or form of obligation or secur-
ity therefor including mortgage or mortgages on the
property of the corporation.

359
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1 Section 10. Chapter one hundred and fifty-
-2 seven is hereby further amended by adding thereto
3 the following eleven new sections:
4 Section 19. Officers. The officers of every such
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5 association shall be a president, one or more vice
6 presidents, a secretary or clerk and a treasurer and
7 such other officers as may be authorized by the
8 by-laws. The members shall elect the secretary or
9 clerk. All other officers shall be elected by the

10 board of directors. The president and at least one
11 of the vice presidents must be members and directors.
12 The office of secretary and treasurer may be com-
13 bined. The secretary or clerk and treasurer need
14 not be members of the association.
15 Section 20. Removal of Officer. Any member
16 may bring charges against an officer by filing them
17 in writing with the secretary of the association to-
18 gether with a petition signed by ten per centum of
19 the members requesting the removal of the officer in
20 question. The removal shall be voted upon at the
21 next regular or special meeting of the directors and
22 by a majority vote of the directors the officer may
23 be removed, notwithstanding any contract the of-
24 ficer may have made with the association. The
25 officer against whom such charges are brought shall
26 be informed in writing of the charges not less than
27 ten days prior to the meeting and shall have an
28 opportunity at the meeting to be heard in person or
29 by counsel and to present witnesses, and the person

30 or persons bringing the charges against him shall
31 have the same opportunity.
32 Section 21. Contracts between Associations and
33 Members, (o) The by-laws may require members to
34 execute contracts with the association for any period
35 of time whereby the members agree to patronize the
36 facilities created by the association, to sell all or a
37 specified part of their products to or through, or to
38 buy all or a specified part of supplies from or through,
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the association or any facilities created by it. If the
members contract a sale to the association the fact
that for certain purposes the relation between the
association and its members may be one of agency
shall not prevent the passage from the member to
the association of absolute and exclusive title to the
products which are the subject matter of the con-
tract. Such title shall pass to the association upon
delivery of the product or at any other time expressly
specified in the contract.
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(5) The contract may fix, as liquidated damages,
which shall not be regarded as penalties, specific
sums to be paid by the members to the association
upon the breach of any provision of the contract
regarding the use of any facilities of the association
or the sale or delivery or withholding of products;
and may further provide that the member who
breaks his contract shall pay all costs, premiums for
bonds, expenses and attorney’s fees, in case an
association prevails in any action upon the contract.*

49
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58
(c) In the event of any breach or threatened

breach of such a contract by a member, the associa-
tion shall be entitled to an injunction to prevent the
breach of the contract and to a decree of specific
performance thereof. Pending the adjudication of
such an action and upon filing a verified complaint
showing the breach or threatened breach, and upon

filing a bond in such form and amount as may be
approved by the court, the court may grant a tem-
porary restraining order and preliminary injunction
against the member.
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Section 22. An association may organize, form,
operate, own, control, have an interest in, own
stock of, or be a member of any other corporation
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or corporations, with or without capital stock, and
engaged in preserving, drying, processing, canning,
packing, storing, handling, shipping, utilizing, manu-
facturing, marketing, or selling the agricultural
products handled by the association, or by-products
thereof or in any bank or other financing agency
authorized to make loans to co-operative associations
or to producers of the agricultural products handled
by the associations.

An association may, upon resolution adopted by
its board of directors, enter into all necessary and
proper stipulations, agreements, contracts and ar-
rangements with any other co-operative corpora-
tions, association or associations, formed in this or
in any other state, for the co-operative and more
economical carrying on of its business or any part
thereof. Any two or more associations may, by an
agreement, unite in employing and using or may
separately employ and use the same personnel,
methods, means and agencies for carrying on and
conducting their respective businesses.

Section 23. Any association or corporation organ-
ized under previously existing statutes may by a
majority vote of the members present at a meeting
of which due notice of the proposed action has been
given be brought under the provisions of this act by
limiting its membership and adopting the other
restrictions as provided herein. A statement signed
and sworn to by its president, treasurer and a ma-
jority of its directors to the effect that the corpora-
tion or association has decided to adopt the benefits
and be bound by the provisions of this act and has
duly authorized all changes accordingly shall be
filed as required by the filing of articles of incorpora-
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107 tion. The filing fee shall be the same as for filing an
amendment to the certificate of organization.108

109 Section 24- The provisions of chapter one hun-
dred and ten A of the General Laws, as appearing in
the Tercentenary edition thereof, shall not be ap-
plicable to the common stock or membership certifi-
cate issued by corporations formed under section
ten hereof to its producer members.

110
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Section 25. Associations are not in Restraint of
Trade, (a) No association organized hereunder and
complying with the terms hereof shall be deemed to
be a conspiracy or a combination in restraint of
trade or an illegal monopoly; or an attempt to lessen
competition or to fix prices arbitrarily, nor shall the
contracts and agreements between the association
and its members of any agreements authorized in
this act be considered illegal as such or in unlawful
restraint of trade or as part of a conspiracy or com-
bination or accomplish an improper or illegal purpose.

115
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126 (b) An association organized hereunder may ac-

quire, exchange, interpret and disseminate to its
members, to other co-operative associations, and
otherwise, past, present and prospective crop, mar-
ket, statistical, economic and other similar informa-
tion either directly or through an agent created or
selected by it or by other associations acting in
conjunction with it.
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134 (c) An association organized hereunder may advise

its members in respect to the adjustment of their
current and prospective production of agricultural
commodities with due account of the prospective
volume of consumption, selling prices and existing
or potential surpluses to the end that every market
may be served from the most convenient productive
areas under a program of orderly marketing that
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will assure adequate supplies without undue en-
hancement of prices or the accumulation of undue
surpluses.
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Section 26. Foreign Associations. A corporation
or association under generally similar laws of another
state shall be allowed to carry on any proper activ-
ities, operations and functions in this state upon
compliance with the general legislation applicable to
foreign corporations desiring to do business in this
state and all contracts which could be made by any
association incorporated hereunder made, by or with
such association shall be legal and valid and enforce-
able in this state with all the remedies set forth in
this chapter.
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Section 27. Fees. For filing a certificate of organ-
ization an association shall pay ten dollars to the
secretary of state and for filing an amendment
thereto two dollars and fifty cents.
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Section 28. Taxes. An association organized
under this act and foreign associations organized
under similar laws of other states and admitted to
do business in this state shall not be liable for any
franchise, license or corporate tax or taxes or charges
upon reserves held by it for members but shall be
taxable upon their tangible real and personal prop-
erty in the same manner and to the same extent as
an individual under the provisions of chapter
fifty-nine.
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161
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169
170 Section 29. Constitutionality. If any provision of

this act or the application thereof to any person or
circumstances is held invalid, such invalidity shall
not affect other provisions or applications of the
act which can be given effect without the invalid
provision of application, and to this end the provi-
sions of this act are declared to be severable.
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