53-3-33 CORPORATIONS 53-4-1

53-3-33. Repealed.

Repeals. — Laws 1986, ch. 20, § 136D repeals
former 53-3-33 NMSA 1978, as enacted by Laws
1979, ch. 390, § 10, relating to the Franchise Tax
Act, effective May 21, 1986. For provisions of former

53-3-34. Repealed.

Repeals. — Laws 1998, ch. 108, § 81 repeals
53-3-34 NMSA 1978, as enacted by Laws 1979, ch.

section, see 1983 Replacement Pamphlet. For
present provisions, see Chapter 7, Article 2A NMSA
1978.

390, § 11, relating to limitations on actions involving
franchise taxes, effective January 1, 1999.

ARTICIE 4

Cooperative Associations

Sec.

53-4-1. Definitions.
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53-4-6.1. Registered office and registered agent.

53-4-6.2. Change of registered office or registered
agent.

53-4-6.3. Service of process on association.

53-4-6.4. Canceled corporations stricken from public
regulation commission files.

53-4-7. Articles of incorporation; amendments; fee.

53-4-8. Adoption, amendment, or repeal of bylaws.

53-4-9. Contents of bylaws.

53-4-9.1. Indemnification of officers and directors.

53-4-10. Regular and special meetings.

53-4-11. Notice of meeting.

53-4-12. Meetings by units of the membership.

53-4-13. One member — one vote.

53-4-14. No proxy.

53-4-15. Voting by mail.

53-4-16. Application of voting provisions herein to
voting by mail.

53-4-17. Application of voting provisions herein to
voting by delegates.

53-4-18. Directors.

53-4-18.1. Duties of directors.

53-4-18.2. Liability of directors.

53-4-18.3. Repealed.

53-4-1. Definitions.

Sec.

53-4-19. Officers.

53-4-20. Removal of directors and officers.

53-4-21. Referendum.

53-4-21.1. Disposition of property.

53-4-22. Limitations on interest-dividends.

53-4-23. Eligibility and admission to membership.

53-4-24. Subscribers.

53-4-25. Share and membership certificates; issu-
ance and contents.

53-4-26. Transfer of shares and membership; with-
drawal.

53-4-27. Share and membership certificates; recall.

53-4-28. Share and membership certificates; attach-
ment.

53-4-29. Liability of members.

53-4-30. Expulsion.

53-4-31. Allocation and distribution of net savings.

53-4-32. Bonding.

53-4-33. Books; auditing.

53-4-34. Annual report.

53-4-35. Notice of delinquent reports; forfeitures;
reinstatement.

53-4-36. Voluntary dissolution.

53-4-37. Use of name “cooperative”; penalty.

53-4-38. Promotion expenses; limitations; penalty.

53-4-39. Spreading false reports; penalty.

53-4-40. Existing cooperative corporations.

53-4-41. Foreign corporations.

53-4-42. Legality declared; not in restraint of trade.

53-4-43. Laws not applicable.

53-4-44. Subsequent laws.

53-4-45. Taxation.

Unless the subject matter or context requires otherwise, wherever used herein [Chapter

53, Article 4 NMSA 1978]:

A. “association” means a group enterprise legally incorporated hereunder, and shall

be deemed to be a nonprofit corporation;

B. “member” means not only a member in a nonshare association but also a member
in a share association;

C. “net savings” means the total income of an association minus the costs of
operation;

D. “interest-dividends” means the return on share or membership capital which is
limited in accordance with the provisions of Section 22 [53-4-22 NMSA 1978] herein;
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53-4-1.1 COOPERATIVE ASSOCIATIONS 53-4-4

E. “savings returns” means the amount returned to the patrons in proportion to their
patronage in accordance with the provisions of Section 31 [563-4-31 NMSA 1978] herein;

F. “cooperative basis” as applied to any incorporated or unincorporated group not
organized hereunder means:

(1) that each member has one vote and only one vote except as may be altered in
the articles or by-laws [bylaws] by provision for voting by member organizations;

(2) that the maximum rate at which any return is paid on share or membership
capital is limited; '

(3) that the allocation or distribution of net savings after payment, if any, of said
limited return on capital and after making provision for such separate funds as may be
required or specially permitted by statute, articles or by-laws [bylaws], is made to member
patrons, or to all patrons, in proportion to their partonage [patronage].

History: Laws 1939, ch. 164, § 1; 1941 Comp., Cross references. — As to rural electric coopera-
§ 54-1401; 1953 Comp., § 51-15-1. tives, see 62-15-1 NMSA 1978 et seq. As to coopera-
Cross references. — For Uniform Unclaimed tive marketing associations of agricultural produc-
Property Act, see Chapter 7, Article 8A NMSA 1978. ers, see 76-12-1 NMSA 1978 et seq.
Bracketed material. — The bracketed material Am. Jur. 2d, ALR. and C.J.S. references. —
in this section was inserted by the compiler. It was 64 Am. Jur. 2d Public Utilities § 5.
not enacted by the legislature and is not a part of
the law.

53-4-1.1. Short title.
Chapter 53, Article 4 NMSA 1978 may be cited as the “Cooperative Association Act”.

History: Laws 2001, ch. 200, § 14,
Effective dates. — Laws 2001, ch. 200, § 101
makes the act effective July 1, 2001.

53-4-2. Who may incorporate.

Any five or more natural persons or two or more associations may incorporate hereunder.

History: Laws 1939, ch. 164, § 2; 1941 Comp., Am, Jur. 2d, A.L.R. and C.J.S. references, —
§ 54-1402; 1953 Comp., § 51-15-2. 18 Am. Jur. 2d Cooperative Associations § 1.

53-4-3. Purposes.

An association may be incorporated hereunder to engage in any one or more lawful mode
or modes of aecquiring, selling, producing, building, operating, manufacturing, furnishing,
exchanging or distributing any type or types of property, commodities, goods or services, and
for the transaction of any lawful business.

History: Laws 1939, ch. 164, § 3; 1941 Comp., Farm or dairy products, cooperative marketing of,
§ 54-1403; 1953 Comp., § 51-15-3. by producers’ association, 25 A.L.R. 1113; 33 A.L.R.
Am. dJur. 2d, A.L.R. and C.J.S. references. — 247; 47 A L.R. 936; 77 A.L.R. 405; 98 A.L.R. 1406; 12
18 Am. Jur. 2d Cooperative Associations § 4; 18 Am. A.L.R.2d 130.
Jur. 2d Corporations §§ 28, 30, 31; 18A Am. Jur. 2d 18 C.J.S. Corporations § 28; 43 C.J.S. Industrial
Corporations §§ 192 to 198. Cooperative Societies § 3.

53-4-4. Powers.

An association shall have the capacity to act possessed by natural persons and the
authority to do anything required or permitted herein and also:
A. to continue as a corporation for the time specified in its articles;
B. to have a corporate seal and to alter the same at pleasure;
C. to sue and be sued in its corporate name;
D. to make by-laws [bylaws] for the government and regulation of its affairs;
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53-4-5 CORPORATIONS 53-4-5

E. to acquire, own, hold, sell, lease, pled

purposes;

ge or mortgage any property incident to its

F. to own and hold membership in and share capital of other associations and

corporations, and any types of bonds or other obligations; and while the owner thereof to

exercise all the rights of ownership;

G. to borrow money, contract debts and make contracts, including agreements of
mutual aid or federation with other associations and other groups organized on a

cooperative basis;

H. to conduct its affairs without as wel

| as within this state;

I. to exercise in addition any power granted to ordinary business corporations, save

those powers inconsistent herewith;

J. to exercise all powers not inconsistent herewith which may be necessary, conve-
nient, or expedient for the accomplishment of its purposes, and, to that end, the foregoing
enumeration of powers shall not be deemed exclusive.

History: Laws 1939, ch. 164, § 4; 1941 Comp.,
§ 54-1404; 1953 Comp., § 51-15-4.

Cross references. — For Uniform Unclaimed
Property Act, see Chapter 7, Article 8A NMSA 1978.

Bracketed material. — The bracketed material
in Subsection D was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

Am. Jur. 2d, AL.R. and C.J.S. references, —
18 Am. Jur. 2d Cooperative Associations §8 30 to 32;
18 Am. Jur. 2d Corporations §§ 28, 32, 33; 18A Am.
Jur. 2d Corporations §§ 196, 197; 18B Am. Jur. 24
Corporations §§ 1990 to 1992, 1995 to 1999, 2001 to
2008, 2085.

Exemption of cooperative associations from opera-
tion of statutes relating to use of highways by private
motor carriers and contract motor carriers for hire,
109 AL.R. 550; 175 A.L.R. 1333.

Membership corporation or association or coopera-
tive group furnishing to its members service com-
monly supplied by public utility, as subject to govern-
mental regulation or to jurisdiction of public service
commission, 132 A.L.R. 1495,

Validity and construction of provisions for liqui-
dated damages in contract with cooperative market-
ing association, 12 A.L.R.2d 130.

19 C.J.8. Corporations §§ 554 to 739; 43 C.J.S.
Industrial Cooperative Societies § 6.

53-4-5. Articles of incorporation; contents.

Articles of incorporation shall be signed by each of the incorporators and acknowledged by
at least three of them, if natural persons, and by the presidents and the secretaries, if
associations, before an officer authorized to take acknowledgments. Within the limitations
set forth in the Cooperative Association Act [Chapter 53, Article 4 NMSA 1978], the articles

shall contain:

A. a statement as to the purpose for which the association is formed;

B. the name of the association, which shall include the word “cooperative”;

C. the term of existence of the association, which may be perpetual,;

D. the location and address of the principal office of the association;

E. the names and addresses of the incorporators of the association;

F. the names and addresses of the directors who will manage the affairs of the
association for the first year, unless sooner changed by the members;

G. a statement of whether the association is organized with or without shares and
the number of shares or memberships subscribed for;

H. if'the association [is] organized with shares, the amount of authorized capital, the
number and types of shares and the par value thereof, which may be placed at any figure,
and the rights, preferences and restrictions of each type of share;

L. the minimum number of shares of the association that shall be owned in order to

qualify for membership;

J. the maximum amount or percentage of capital of the association that may be

owned or controlled by any member;

K. the method by which any surplus, upon dissolution of the association, shall be
distributed in conformity with the requirements of the Cooperative Association Act [Chapter
53, Article 4 NMSA 1978] for division of such surplus; and

L. the address of the initial registered office of the association and the name of the

initial registered agent at that address.
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53-4-6 COOPERATIVE ASSOCIATIONS 53-4-_6. 1

The articles may also contain any other provisions not inconsistent with the Cooperative
Association Act [Chapter 53, Article 4 NMSA 1978].

History: Laws 1939, ch. 164, § 5; 1941 Comp., However, Laws 1993, ch. 318, § 1, effective June 18,
§ 54-1405; 1953 Comp., § 51-15-5; 1978 Comp., 1993, deleting former Subsection G, which read: “a
§ 53-4-5; Laws 1991, ch. 170, § 2; 1993, ch. 311, statement that an affidavit signed by each director
§ 3; 1993, ch. 318, § 1; 2001, ch. 200, § 15. stating that he consents to being a director is on file

Bracketed material. — The bracketed word in with the cooperative association”, and redesignating
Subsection H was inserted by the compiler. It was former Subsections H through L as present Subsec-
not enacted by the legislature, and it is not part of tions G through K, was approved later on April 8,
the law. 1993. The section is set out as amended by Laws

The 1991 amendment, effective January 1, 1992, 1993, ch. 318, § 1. See 12-1-8 NMSA 1978.
substituted “in Chapter 53, Article 4 NMSA 1978” for The 2001 amendment, effective July 1, 2001,
“herein” in the second sentence in the introductory substituted “the Cooperative Association Act” for
paragraph; added Subsection G; redesignated former “Chapter 53, Article 4 NMSA 1978” in three places;

paragraphs (1) to (11) as Subsections A to F and H to inserted “the association” in the beginning of Subsec-
. : Qs M g of Subsec

L; substituted ”Se_zcmon 53-4-36 NMSA 1978 for “Sec- tion H; inserted “of the association” in Subsections I

tion 36 herein” in Subsection L; substituted “with and J: and added Subsection L

Chapter 53, Article 4 NMSA 1978” for “herewith” at Am’ Jur. 2d. ALR. and C J.S. references. —

the end of the section; and made minor stylistic 18 Am. Jur. 2d Cooperative Associations §§ 13 to 15;

changes. )
1993 amendments. — Laws 1993, ch. 311, § 3, ;ggAm Jur. 2d Corporations §§ 199, 202, 203, 205,

effective July 1, 1993, rewriting Subsection D, which . .
read: “the location and address of the principal office _18 C.J.S. Co;‘porat;s)ns; § 25 et seq.; 43 C.J.S. Indus-
trial Cooperative Societies § 14.

of the association”, was approved on April 8, 1993.

53-4-6. Articles of incorporation; filing; recordation; fees.

The articles of incorporation of the association shall be filed with the public regulation
commission together with a fee of fifty dollars ($50.00) and shall be recorded with the county
clerk of the county where the principal office of the association is located for a fee of one
dollar ($1.00).

History: Laws 1939, ch. 164, § 6; 1941 Comp., incorporation” and “the principal office”; and substi-
§ 54-1406; 1953 Comp., § 51-15-6; Laws 1993, ch. tuted “public regulation commission” for “state corpo-
311, § 4; 2001, ch. 200, § 16. ration commission”.

The 1993 amendment, effective July 1, 1993, Am. Jur. 2d, A.L.R. and C.J.S. references. —
inserted “of incorporation”, deleted “of New Mexico” 18 Am. Jur. 2d Cooperative Associations §§ 13 to 15;
following “commission”, and substituted “fifty dollars 18A Am. Jur. 2d Corporations §§ 208, 209, 211, 213,
($50.00)” for “twenty-five dollars ($25.00)”. 214.

The 2001 amendment, effective July 1, 2001, 18 C.J.S. Corporations § 25 et seq.

inserted “of the association” following “articles of

53-4-8.1. Registered office and registered agent.

An association shall have and continuously maintain in New Mexico:
A. a registered office, which may be the same as its principal office; and
B. a registered agent that may be:
(1) an individual resident in the state whose business office is identical with the
registered office of the association;
(2) a for-profit or not-for-profit domestic corporation having an office identical
with the registered office of the association; or
(3) a for-profit or not-for-profit foreign corporation authorized to transact busi-
ness or conduct affairs in New Mexico and having an office identical with the registered
office of the corporation.

History: Laws 2001, ch. 200, § 23.
Effective dates. — Laws 2001, ch. 200, § 101
makes the act effective July 1, 2001.
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53-4-6.2 CORPORATIONS 53-4-6.4

53-4-6.2. Change of registered office or registered agent.

A. An association may change its registered office or its registered agent, or both, by filing
in the office of the public regulation commission a statement that includes:
(1) the name of the association;
(2) the address of the association’s registered office;
(3) if the address of its registered office is changed, the address to which the
registered office is changed;
(4) the name of the association’s registered agent;
(5) if the association’s registered agent is changed:
(a) the name of its successor registered agent; and
(b) ifthe successor registered agent is an individual, an affidavit executed by the
successor registered agent in which he acknowledges his acceptance of the appointment by
the filing association as its registered agent; or
(c) if the successor registered agent is a corporation, an affidavit executed by the
president or vice president of the corporation in which the officer acknowledges the
corporation’s acceptance of the appointment by the filing association as its registered agent;
(6) astatement that the address of the association’s registered office and the address
of the office of its registered agent, as changed, will be identical; and
(7) a statement that the change was authorized by resolution duly adopted by the
association’s board of directors.

B. The statement made pursuant to the provisions of Subsection A of this section shall be
executed by the association by any two members and delivered to the public regulation
commission. If the commission finds that the statement conforms to the provisions of the
Cooperative Association Act [Chapter 53, Article 4 NMSA 1978], it shall file the statement
in the office of the commission. The change of address of the registered office, or the
appointment of a new registered agent, or both, shall become effective upon filing of the
statement required by this section. '

C. Aregistered agent of an association may resign as agent upon filing a written notice
thereof, executed in duplicate, with the public regulation commission. The commission shall
mail a copy immediately to the association in care of an officer, who is not the resigning
registered agent, at the address of the officer as shown by the most recent annual report of
the association. The appointment of the agent shall terminate upon the expiration of thirty
days after receipt of the notice by the commission.

History: Laws 2001, ch. 200, § 24.
Effective dates. — Laws 2001, ch. 200, § 101
makes the act effective July 1, 2001.

53-4-8.3. Service of process on association.

The registered agent appointed by an association shall be an agent of the association upon
whom any process, notice or demand required or permitted by law to be served upon the
association may be served. Nothing in this section limits or affects the right for process,
notice or demand to be served upon an association in any other manner permitted by law.

History: Laws 2001, ch. 200, § 25.
Effective dates. — Laws 2001, ch. 200, § 101
makes the act effective July 1, 2001.

53-4-8.4. Canceled corporations stricken from public regulation
commission files.

A domestic corporation whose certificate of incorporation has been canceled by the public
regulation commission pursuant to Section 53-5-7 NMSA 1978 shall be stricken from the
files of the commission without further proceedings. A foreign corporation whose certificate
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53-4-7 COOPERATIVE ASSOCIATIONS 53-4-9

of authority to do business in the state has been canceled by the commission pursuant to
Section 53-5-7 NMSA 1978 shall be stricken from the files of the commission without further
proceedings.

History: Laws 2001, ch. 200, § 26.
Effective dates. — Laws 2001, ch. 200, § 101
makes the act effective July 1, 2001.

53-4-7. Articles of incorporation; amendments; fee.

A. Amendments to the articles of incorporation may be proposed by a two-thirds’ vote of
the board of directors or by petition of one-tenth of the association’s members. Notice of the
meeting to consider the amendment shall be sent by the secretary at least thirty days in
advance to each member at his last known address, accompanied by the full text of the
proposal and by that part of the articles to be amended. Two-thirds of the members voting
may adopt the amendment and, when verified by the president and the secretary, it shall be
filed with the public regulation commission within thirty days of its adoption, and a fee of
twenty-five dollars ($25.00) shall be paid.

B. If the amendment is to alter the preferences of outstanding shares of any type or to

- authorize the issuance of shares having preferences superior to outstanding shares of any

type, the vote of two-thirds of the members owning the outstanding shares affected by the
change shall also be required for the adoption of the amendment.

C. The amount of capital and the number and par value of shares may be diminished or
increased by amendment of the articles, but the capital shall not be diminished below the
amount of paid-up capital existing at the time of amendment.

History: Laws 1939, ch. 164, § 7; 1941 Comp.,
§ 54-1407; 1953 Comp., § 51-15-7; Laws 1993, ch.
311, § 5; 2001, ch. 200, § 17.

The 1993 amendment, effective July 1, 1993,
added the subsection designations; and in Subsection
A, substituted “twenty-five dollars ($25.00)” for “ten
dollars ($10.00)” and made minor stylistic changes
throughout the subsection.

The 2001 amendment, effective July 1, 2001,
inserted “of incorporation” following “articles” and
substituted “public regulation commission” for “state
corporation commission”.

Am. Jur. 2d, A.L.R. and C.J.8. references. —
18 Am. Jur. 2d Cooperative Associations §§ 13 to 15;
18 Am. Jur. 2d Corporations §§ 79 to 95.

18 C.J.S. Corporations § 25 et seq.

53-4-8. Adoption, amendment, or repeal of by-laws [bylaws].

By-laws [Bylaws] shall be adopted, amended, or repealed by a majority vote of the

members voting.

History: Laws 1939, ch. 164, § 8; 1941 Comp.,
§ 54-1408; 1953 Comp., § 51-15-8.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

Am. Jur. 2d, AL.R. and C.J.S. references, —
18 Am. Jur. 2d Cooperative Associations §§ 13 to 15;
18A Am. Jur. 2d Corporations §§ 327 to 330, 332.

18 C.J.S. Corporations §§ 111 to 121.

53-4-9. Contents of by-laws [bylaws].

The by-laws [bylaws] may, within the limitations set forth herein provide for:

A. the method and terms of admission to membership and the disposal of members’
interests on cessation of membership for any reason;

B. the time, place and manner of calling and conducting meetings;

C. the number or percentage of the members constituting a quorum;

D. the number, qualifications, powers, duties, term of office, and manner, time and
vote for election, of directors and officers; and the classification, if any, of directors;

E. the compensation, if any, of the directors, and the number of directors necessary

to constitute a quorum;

F. the method of distributing the net savings;




53-4-9.1 CORPORATIONS 53-4-10

G. the various discretionary provisions herein as well as other provisions incident to
the purposes and activities of the association.

History: Laws 1939, ch. 164, § 9; 1941 Comp., 18 Am. Jur. 2d Cooperative Associations §§ 13 to 15;
§ 54-1409; 1953 Comp., § 51-15-9. 18 Am, Jur. 2d Corporations §§ 17, 18; 18A Am. Jur.
Bracketed material. — The bracketed material 2d Corporations §§ 310, 311, 314 to 318, 320, 321,
in this section was inserted by the compiler. It was 323, 325, 326, 331.
not enacted by the legislature and is not a part of 18 C.J.S. Corporations §§ 113 to 115; 43 C.J.S.
the law. Industrial Cooperative Societies § 4.

Am, Jur. 2d, AL.R. and C.J.S. references. —

53-4-9.1. Indemnification of officers and directors.

Each association shall have the power to indemnify any director or officer or former
director or officer of the association against reasonable expenses, costs and attorneys’ fees
actually and reasonably incurred by him in connection with the defense of any action, suit
or proceeding, civil or criminal, in which he is made a party by reason of being or having
been a director or officer. The indemnification may include any amounts paid to satisfy a
judgment or to compromise or settle a claim. The director or officer shall not be indemnified
if he shall be adjudged to be liable on the basis that he has breached or failed to perform the
duties of his office and the breach or failure to perform constitutes willful misconduct or
recklessness. Advance indemnification may be allowed of a director or officer for reasonable
expenses to be incurred in connection with the defense of the action, suit or proceeding,
provided that the director or officer shall reimburse the association if it is subsequently
determined that the director or officer was not entitled to indemnification. Each association
may make any other indemnification as authorized by the articles of incorporation or bylaws
or by a resolution adopted after notice by the members entitled to vote. As used in this
section, “director” means any person who is or was a director of the association and any
person who, while a director of the association, is or was serving at the request of the
association as a director, officer, partner, trustee, employee or agent of any foreign or
domestic corporation or nonprofit corporation, cooperative, partnership, joint venture, trust,
other incorporated or unincorporated enterprise or employee benefit plan or trust.

History: 1978 Comp., § 53-4-9.1, enacted by Law reviews. — For article, “Statutory Adoption
Laws 1987, ch. 238, § 1. of Several Liability in New Mexico: A Commentary

Cross references. — Also on indemnification of and Quasi-Legislative History,” see 18 N.M.L. Rev.
officers and directors, see 53-8-26 NMSA 1978. 483 (1988).

53-4-10. Regular and special meetings.

Regular meetings of members shall be held as prescribed in the by-laws [bylaws], but
shall be held at least once a year. Special meetings may be demanded by a majority vote of
the directors or by written petition of at least one-tenth of the members, in which case it
shall be the duty of the secretary to call such meeting to take place within 30 days after such
demand. Regular or special meetings, including meetings by units as hereinafter provided,
may be held within or without this state as the articles or by-laws [bylaws] may prescribe.

History: Laws 1939, ch. 164, § 10; 1941 Comp., Am, Jur. 2d, AL.R. and C.J.S. references. —
§ 54-1410; 1953 Comp., § 51-15-10. 18B Am. Jur. 2d Corporations §§ 1456, 1461, 1464,
Bracketed material. — The bracketed material 1465, 1467, 1470, 1471.
in this section was inserted by the compiler. It was 18 C.J.8. Corporations §§ 362 to 396; 43 C.J.S.
n}gt 1enacted by the legislature and is not a part of Industrial Cooperative Societies § 12.
the law.
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53-4-11 COOPERATIVE ASSOCIATIONS 53-4-15

53-4-11. Notice of meeting.

The secretary shall give notice of the time and place of meetings by sending a notice
thereof to each member at his last-known address not less than the number of days in
advance of the meeting specified in the by-laws [bylaws]. In case of a special meeting the
notice shall specify the purpose for which such meeting is called.

History: Laws 1939, ch. 164, § 11; 1941 Comp.,
§ 54-1411; 1953 Comp., § 51-15-11.
Bracketed material. — The bracketed material

Am. Jur. 2d, AL.R. and C.J.S. references. —
18B Am. Jur. 2d Corporations §§ 1448, 1452 to 1455,
1457, 1458, 1460, 1480 to 1482.

in this section was inserted by the compiler. It was 18 C.J.S. Corporations §§ 365 to 367.

. not enacted by the legislature and is not a part of

the law.

53-4-12. Meetings by units of the membership.

The articles or by-laws [bylaws] may provide for the holding of meetings by units of the
membership and may provide for a method of transmitting the votes there cast to the
central meeting, or for a method of representation by the election of delegates to the central
meeting; or for a combination of both such methods.

Am. Jur. 2d, A.LR. and C.J.S. references. —
18B Am. Jur. 2d Corporations §§ 1466, 1467, 1684 to
1686, 1726, 1727.

History: Laws 1939, ch. 164, § 12; 1941 Comp.,
§ 54-1412; 1953 Comp., § 51-15-12.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

53-4-13. One member — one vote.

Each member of an association shall have one and only one vote, except that, where an
association has, as members, other associations, or groups organized on a cooperative basis,
the voting rights of such member associations or groups may be prescribed in the article or
by-laws [bylaws].

No voting agreement or other device to evade the one member-one vote rule shall be

enforceable at law or in equity.

History: Laws 1939, ch. 164, § 13; 1941 Comp.,
§ 54-1413; 1953 Comp., § 51-15-13.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

53-4-14. No proxy.

Am. Jur. 2d, A.L.R. and C.J.S. references. —
18B Am. Jur. 2d Corporations § 1476.
18 C.J.S. Corporations § 378.

No member shall be permitted to vote by proxy.

History: Laws 1939, ch. 164, § 14; 1941 Comp.,
§ 54-1414; 1953 Comp., § 51-15-14.
Am. Jur. 2d, A.L.R. and C.J.S. references. —

18 Am. Jur. 2d Cooperative Associations § 32; 18B
Am. Jur. 2d Corporations § 1478.
18 C.J.S. Corporations §§ 385 to 394.

53-4-15. Voting by mail.

The articles or by-laws [bylaws] may provide for either or both of the following types of
voting by mail:

A. that the secretary shall send to the members a copy of any proposed schedule to
be offered at a meeting, together with the notice of said meeting, and that the mail votes cast
by the members shall be counted together with those cast at the meeting if such mail votes
are returned to the association within a specified number of days;
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B. that the secretary shall send to any member absent from a meeting an exact copy
of the proposal acted upon at the meeting, and that the mail vote of the member upon such
proposal, if returned within a specified number of days, shall be counted together with the
votes cast at said meeting.

The articles or by-laws [bylaws] may also determine whether and to what extent mail
votes shall be counted in computing a quorum.

History: Laws 1938, ch. 164, § 15; 1941 Comp., in this section was inserted by the compiler. Tt was
§ 54-1415; 1953 Comp., § 51-15-15. not enacted by the legislature and is not a part of
Bracketed material. — The bracketed material the law.

53-4-16. Application of voting provisions herein to voting by mail.

If an association has provided for voting by mail, any provision herein referring to votes
cast by the members shall be construed to include the votes cast by mail.

History: Laws 1939, ch. 164, § 16; 1941 Comp.,
§ 54-1416; 1953 Comp., § 51-15-16,

53-4-17. Apwplication of voting provisions herein to voting by dele-
gates,

If an association has provided for voting by delegates, any provision herein referring to
votes cast by the members shall apply to votes cast by delegates; but this shall not permit
delegates to vote by mail.

History: Laws 1939, ch. 164, § 17; 1941 Comp.,
§ 54-1417; 1953 Comp., § 51-15-17.

53-4-18, Directors.

An association shall be managed by a board of not less than five directors, who shall be
elected by and from the members of the association, and shall hold office until their

provide.

The by-laws [bylaws] may provide for a method of apportioning the number of directors
among the units into which the association may be divided, and for the election of directors
by the respective units to which they are apportioned.

An executive committee of the board of directors may be elected in such a manner and
with such powers and duties as the articles or by-laws [bylaws] may prescribe.

Meetings of directors or of the executive committee may be held within or without the
state.

History: Laws 1939, ch. 164, § 18; 1941 Comp., 18 Am. Jur. 2d Cooperative Associations §§ 18, 19;
§ 54-1418; 1953 Comp., § 51.15-18. 18A Am. Jur. 24 Corporations §§ 953 to 955, 986,
Bracketed material. — The bracketed material 1159; 18B Am. Jur. 2d Corporations §§ 1362, 1363,
in this section was inserted by the compiler. It was 1365, 1366, 1371, 1381.
not enacted by the legislature and is not a part of 19 C.J.S. Corporations §§ 433 to 553; 43 C.J.S.
the law. Industrial Cooperative Societies § 8.

Am. Jur. 2d, A.L.R. and C.J.8. references, —

53-4-18,1, Duties of directors,

A director shall perform his duties as a director, including his duties as a member of any
committee of the board upon which the director may serve, in good faith, in a manner the
director believes to be in or not opposed to the best interests of the association and with such
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care as an ordinarily prudent person would use under similar circumstances in a like
position. In performing such duties, a director shall be entitled to rely on factual
information, opinions, reports or statements including financial statements and other
financial data in each case prepared or presented by:

A. one or more officers or employees of the association whom the director reasonably
believes to be reliable and competent in the matters presented;

B. counsel, public accountants or other persons as to matters which the director
reasonably believes to be within such persons’ professional or expert competence; or

C. a committee of the board upon which the director does not serve, duly designated
in accordance with a provision of the articles of incorporation or the bylaws as to matters
within its designated authority, which committee the director reasonably believes to merit
confidence, but the director shall not be considered to be acting in good faith if the director
has knowledge concerning the matter in question that would cause such reliance to be
unwarranted.

History: 1978 Comp., § 53-4-18.1, enacted by
Laws 1987, ch. 238, § 2.

53-4-18.2. Liability of directors.

No director of the association shall be personally liable to the association or its members

for monetary damages for breach of fiduciary duty as a director unless:

A. the director has breached or failed to perform the duties of the director’s office in
compliance with Section 53-4-18.1 NMSA 1978; and

B. the breach or failure to perform constitutes willful misconduct or recklessness.
The provisions of this section shall, however, only eliminate the liability of a director for
action taken as a director or any failure to take action as a director at meetings of the board
of directors or of a committee of the board of directors on or after the date when the
provisions of this section become effective.

History: 1978 Comp., § 53-4-18.2, enacted by the provisions of this section become effective” in the
Laws 1987, ch. 238, § 3. last sentence refers to April 9, 1987, the effective
Compiler’s notes. — The phrase “the date when date of Laws 1987, Chapter 238.

53-4-18.3. Repealed.

Repeals. — Laws 1993, ch. 318, § 6 repeals with the corporation stating that he consents to be a
former 53-4-18.3 NMSA 1978, as enacted by Laws member of the board of directors, effective June 18,
1991, ch. 170, § 3, requiring any person elected or 1993. For provisions of former section, see 1991 Cu-
appointed to a board of directors to file an affidavit mulative Supplement.

53-4-19. Officers.

The officers of an association shall include a president, one or more vice presidents, a
secretary and a treasurer or a secretary-treasurer. The officers shall be elected annually by
the directors unless the by-laws [bylaws] otherwise provide. The president and at least one
vice president must be directors, but no other officer need be a director.

History: Laws 1939, ch. 164, § 19; 1941 Comp., Am. Jur. 2d, AL.R. and C.J.S. references. —
§ 54-1419; 1953 Comp., § 51-15-19. 18 Am. Jur. 2d Cooperative Associations §§ 33, 35;
Bracketed material. — The bracketed material 18B Am. Jur. 2d Corporations §§ 1360, 1361, 1364,
in this section was inserted by the compiler. It was 1406.
not enacted by the legislature and is not a part of 19 C.J.8. Corporations §§ 433 to 553; 43 C.J.S.
the law. Industrial Cooperative Societies § 8.
19
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53-4-20. Removal of directors and officers.

A director or officer may be removed with or without cause, by a vote of two-thirds of the
members voting at a regular or special meeting. The director or officer involved shall have
an opportunity to be heard at said meeting. A vacancy caused by any such removal shall be
filled by the vote provided in the by-laws [bylaws] for election of directors.

History: Laws 1939, ch. 164, § 20; 1941 Comp., Am. Jur. 2d, A.L.R. and C.J.S. references. —
§ 54-1420; 1953 Comp., § 51-15-20. 18B Am. Jur. 2d Corporations §§ 1430, 1432, 1439,
Bracketed material. — The bracketed material 1440, 1443, 1690, 20865, 2077, 2078.
in this section was inserted by the compiler. It was 19 C.J.S. Corporations §§ 454 to 457; 43 C.JS.
not enacted by the legislature and is not a part of Industrial Cooperative Societies §8
the law.

53-4-21. Referendum.

The articles or by-laws [bylaws] may provide that within a specified period of time any
action taken by the directors must be referred to the members for approval or disapproval
if demanded by petition of at least ten percent (10%) of all the members or by vote of at least
a majority of the directors. However, the rights of third parties which have vested between
the time of such action and such referendum shall not be impaired thereby.

History: Laws 1939, ch. 164, § 21; 1941 Comp., in this section was inserted by the compiler. It was
§ 54-1421; 1953 Comp., § 51-15-21. not enacted by the legislature and is not a part of
Bracketed material. — The bracketed material the law.

53-4-21.1. Disposition of property.

in the notice of the meeting; provided, however, that notwithstanding anything herein
contained or any other provisions of law, the board of directors of an association, without
authorization by the members thereof, shall have full power and authority to authorize the
execution and delivery of a mortgage or mortgages or a deed or deeds of trust upon, or the
pledging, assignment for security purposes or encumbering of any or all of the property,
assets, rights, privileges, licenses, franchises and permits of the association, whether

History: 1978 Comp., § 53-4-21.1, enacted by
Laws 1987, ch. 238, § 4.

53-4-22. Limitations on interest-dividends.

Interest-dividends shall not exceed fifteen percent per year and shall be noncumulative.
Total interest-dividends distributed for any single period shall not exceed fifty percent of the
net savings for that period.

History: Laws 1939, ch. 164, § 22; 1941 Comp., The 1983 amendment combined the former first
§ 54-1422; 1953 Comp., § 51-15-22; Laws 1983, and second paragraphs into the present single para-
ch. 14, § 1. graph and substituted “fifteen percent per year” for
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“six percent per annum” in the first sentence. Distribution of funds by nonprofit corporation ab-

Am. Jur. 2d, A.L.R. and C.J.S. references. — sent dissolution, 51 A.L.R.3d 1318.
18 Am. Jur. 2d Cooperative Associations § 22; 18B Validity and enforceability of bylaw amendment
Am. Jur. 2d Corporations §§ 1175, 1263 to 1276, reducing benefits available to members, 61 A.L.R.3d
1305. 976.

53-4-23. Eligibility and admission to membership.

Any natural person, association, incorporated or unincorporated group organized on a
cooperative basis, or any nonprofit group shall be eligible for membership in an association
if it has met any qualifications for eligibility stated in the articles or by-laws [bylaws], and
shall be deemed a member upon payment in full for the minimum amount of share or
membership capital stated in the articles as necessary to qualify for membership.

History: Laws 1939, ch. 164, § 23; 1941 Comp,, Am. Jur. 2d, AL.R. and C.J.S. references. —
§ 54-1423; 1953 Comp., § 51-15-23. 18 Am. Jur. 2d Cooperative Associations §§ 14, 21;
Bracketed material. — The bracketed material 18A Am. Jur. 2d Corporations §§ 728 to 730.
in this section was inserted by the compiler. It was 18 C.J.S. Corporations §§ 293 to 304.
not enacted by the legislature and is not a part of
the law.

53-4-24. Subscribers.

Any natural person or group eligible for membership and legally obligated to purchase a
share or shares of, or membership in, an association shall be deemed a subscriber; the
articles or by-laws [bylaws] may determine whether, and the conditions under which, any
rights of membership shall be granted to subscribers.

History: Laws 1939, ch. 164, § 24; 1941 Comp., not enacted by the legislature and is not a part of
§ 54-1424; 1953 Comp., § 51-15-24. the law.

Bracketed material. — The bracketed material Am. Jur. 2d, AL.R. and C.J.S. references. —
in this section was inserted by the compiler. It was 18A Am. Jur. 2d Corporations §§ 578 to 580.

53-4-25. Share and membership certificates; issuance and contents.

No certificate for shares or for membership shall be issued until paid for in full. There
shall be printed upon each certificate issued by an association a statement embodying the
requirements of Sections 13, 14 and 26 [53-4-13, 53-4-14 and 53-4-26 NMSA 1978} herein
and of any provisions in its articles which limit the right of the certificate holder to assign
or transfer such certificate.

History: Laws 1939, ch. 164, § 25; 1941 Comp., 2d Corporations §§ 663, 736, 890.

§ 54-1425; 1953 Comp., § 51-15-25. 18 C.J.S. Corporations § 122 et seq; 43 C.J.S.
Am. Jur. 2d, A.L.R. and C.J.S. references. — Industrial Cooperatives § 12.

18 Am. Jur. 2d Corporations §§ 42, 45; 18A Am. Jur.

53-4-26. Transfer of shares and membership; withdrawal.

If a member desires to withdraw from the association or dispose of any or all of his
holdings therein, the directors shall have the power to purchase such holdings by paying
him out of surplus funds the par value of any or all of the holdings offered. The directors
shall then reissue or cancel the same. A vote of the majority of the members voting at a
regular or special meeting may order the directors to exercise this power to purchase.

If the association fails, within 60 days of the original offer, to purchase all or any part of
the holdings offered, the member may dispose of the unpurchased interest elsewhere,
subject to the approval of the transferee by a majority vote of the directors. Any would-be
transferee not approved by the directors may appeal to the members at their first regular
or special meeting thereafter, and the action of the meeting shall be final. If such transferee
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is not approved, the directors are under a duty to exercise their power to purchase, if and
when there are sufficient surplus funds.

History: Laws 1939, ch. 164, § 26; 1941 Comp., 18 Am. Jur. 2d Cooperative Associations § 25; 18A
§ 54-1426; 1953 Comp., § 51-15-26. Am. Jur. 2d Corporations §§ 689 to 691, 699.
Am. Jur. 2d, AL.R. and C.J.S. references. — 43 C.J.S. Industrial Cooperative Societies § 19.

53-4-27. Share and membership certificates; recall.

The by-laws [bylaws] may give the directors the power to use the surplus funds to recall,
at par value, the holdings of any member in excess of the amount requisite for membership;
and may also provide that if any member has failed to patronize the association during a
period of time specified in the by-laws [bylaws], the directors may use the surplus funds to
recall all his holdings and thereupon he shall cease to be a member of the association. When
so recalled, such share or membership certificates shall be either reissued or canceled.

History: Laws 1939, ch. 164, § 27; 1941 Comp.,
§ 54-1427; 1953 Comp., § 51-15-27.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

Am. Jur, 2d, AL.R. and C.J.S. references. —
18A Am. Jur. 2d Corporations §§ 488, 541, 542.
43 C.J.8. Industrial Cooperative Societies § 19.

53-4-28. Share and membership certificates,[;] attachment.

The holdings of any member of an association, to the extent of the minimum amount
necessary for membership, shall be exempt from attachment, execution, or garnishment for
the debts of the owner. If any holdings in excess of this amount are subject to such lability,
the directors of the association may either admit the purchaser thereof to membership, or

may, if and when there are sufficient surplus funds, purchase from him such holdings at par

value.

History: Laws 1939, ch. 164, § 28; 1941 Comp.,
§ 54-1428; 1953 Comp., § 51-15-28.

Cross references. — As to rules governing gar-
nishment and writs of execution in the district, mag-
istrate, and metropolitan courts, see Rules 1-065.1,
2-801, and 3-801, respectively. As to form for claim of
exemptions on executions, see Rule 4-803. As to form
for order on claim of exemption and order to pay in

execution proceedings, see Rule 4-804. As to form for
application for writ of garnishment and affidavit, see
Rule 4-805. As to form for notice of right to claim
exemptions from execution, see Rule 4-808A. As to
form for claim of exemption from garnishment, see
Rule 4-809.

Am. Jur. 2d, A.LR. and C.J.S. references. —
43 C.J.S. Industrial Cooperative Societies § 10.

53-4-29. Liability of members.

Members shall not be jointly or severally liable for any debts of the association, nor shall
subscribers be so liable except to the extent of the unpaid amount on the shares or
membership certificates subscribed by them. No subscriber shall be released from such
liability by reason of any assignment of his interest in the shares or membership certificate,
but shall remain jointly and severally liable with the assignee until the shares or certificates
are fully paid up.

History: Laws 19389, ch. 164, § 29; 1941 Comp., Liability of member or former member of marketing
§ 54-1429; 1953 Comp., § 51-15-29. or purchasing cooperative for its debts or losses, 96
Am. Jur. 2d, A.L.R. and C.J.S. references. — A.L.R.3d 1243.
18 Am. Jur. 2d Cooperative Associations §8 30 to 32; 18 C.J.S. Corporations §§ 414 to 432.

18A Am. Jur. 2d Corporations §§ 249 to 257.
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53-4-30. Expulsion.

A member may be expelled by the vote of a majority of the members voting at a regular
or special meeting. The member against whom the charges are to be preferred shall be
informed thereof in writing at least 10 days in advance of the meeting, and shall have an
opportunity to be heard in person or by counsel at said meeting. On decision of the
association to expel a member, the board of directors shall purchase the member’s holdings
at par value, if and when there are sufficient surplus funds.

History: Laws 1989, ch. 164, § 30; 1941 Comp., 18 Am. Jur. 2d Cooperative Associations §§ 15, 26;
§ 54-1430; 1953 Comp., § 51-15-30. 18A Am. Jur. 2d Corporations §§ 935 to 938, 940 to
Am. Jur. 24, A.L.R. and C.J.S. references. — 942, 944 to 947.

53-4-31. Allocation and distribution of net savings.

At least once a year the members and/or the directors, as the articles or by-laws [bylaws]
may provide, shall apportion the net savings of the association in the following order:

A. not less than ten percent (10%) shall be placed in a surplus fund until such time
as the fund shall equal at least fifty percent (50%) of the paid-up capital;

B. interest-dividends, within the limitations of Section 22 [53-4-22 NMSA 1978] may
be paid upon share capital, or, if the by-laws [bylaws] sc provide, upon the membership
certificates of a nonshare association;

C. a portion of the remainder, as determined by the articles or by-laws [bylaws], shall
be allccated to an educational fund to be used in teaching cooperation, and a portion may
also be allocated to funds for the general welfare of the members of the association;

D. the remainder shall be allocated at the same uniform rate to all patrons of the
association in proportion to their individual patronage, provided that:

(1) in the case of a member patron, his proportionate amount of savings return
shall be distributed to him; ‘

(2) in the case of a subscriber, his proportionate amount of savings return may,
as the articles or by-laws [bylaws] provide, be distributed to him or credited to his account
until the amount of capital subscribed for has been fully paid;

(3) in the case of nonmember patrons their proportionate amount of savings
returns shall be set aside in a general fund for such patrons and shall be allocated to
individual nonmember patrons only upon request and presentation of evidence of the
amount of their patronage. Any savings return so allocated shall be credited to such patron
towards payment of the minimum amount of share or membership capital necessary for
membership. When a sum equal to this amount has been accumulated at any time within
a period of time specified in the by-laws [bylaws], such patron shall be deemed and become
a member of the association if he so agrees or requests, and complies with any provisions in
the bylaws for admission to membership. The certificates of shares or membership to which
he is entitled shall then be issued to him;

(4) if within any periods of time specified in the articles or by-laws [bylaws], (a)
any subscriber has not accumulated and paid in the amount of capital subscribed for; or (b)
any nonmember patron has not accumulated in his individual account the sum necessary for
membership; or (¢) any nonmember patron has accumulated the sum necessary for
membership but does not request or agree to become a member or fails to comply with the
provisions of the bylaws, if any, for admission to membership, then: the amounts so
accumulated or paid in and any part of the general fund for nonmember patrons, which has
not been allocated to individual nonmember patrons, shall go to the educational fund and
thereafter no member or other patron shall have any rights in said paid in [paid-in] capital
or accumulated savings returns as such.
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History: Laws 1989, ch, 164, § 31; 1941 Comp.,
§ 54-1431; 1953 Comp., § 51-15-31,

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was Distribution of funds by nonprofit corporation ab-
not enacted by the legislature and is not a part of sent dissolution, 51 A.L.R.3d 1318.
the law. 18 C.J.8. Corporations §§ 293 to 304.

Am. Jur. 2d, ALR. and C.J.S. references. —
18 Am. Jur. 2d Cooperative Associations § 22; 18B
Am,. Jur. 2d Corporations §§ 1168, 1169.

53-4-32. Bonding.

Every individual acting as officer or employee of an association and handling funds or
securities amounting to one thousand dollars ($1,000.00) or more, in any one year, shall be
covered by an adequate bond as determined by the board of directors, and at the expense of
the association; and the by-laws [bylaws] may also provide for the bonding of other
employees or officers.

History: Laws 1939, ch. 184, § 82; 1941 Comp.,
§ 54-1432; 1953 Comp., § 51-15-32.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

Am, Jur. 2d, A.L.R. and C.J.S: references. —
63A Am. Jur. 2d Public Officers and Employees
§§ 491, 499, 500.

§3-4-33. Books; auditing.

To record its business operation, every association shall keep a set of books, which shall
be audited at the end of each fiscal year by an experienced bookkeeper or accountant who
shall not be an officer or director. Where the annual business amounts to less than ten
thousand dollars [($10,000)], the audit may be performed by an auditing committee of three,
who shall not be directors, officers, or employees. A written report of the audit, including a
statement of the amount of business transacted with members, and the amount transacted
with nonmembers, the balance sheet, and the income and expenses, shall be submitted to
the annual meeting of the association.

History: Laws 1939, ch. 164, § 83; 1941 Comp.,
§ 54-1433; 1953 Comp., § 51-15-33.

Bracketed material. — The bracketed material
in this section was inserted by the compiler. It was
not enacted by the legislature and is not a part of
the law.

Am. Jur. 2d, A.L.R. and C.J.S. references. —
18 Am. Jur. 2d Cooperative Associations §§ 14, 21;
18A Am. Jur. 2d Corporations §§ 348 to 354, 356 to
363, 365 to 368, 381, 383, 384.

18 C.4.8. Corporations §§ 110, 332 to 338.

53-4-34. Annual report.

A. An association shall, annually within sixty days of the close of its operations for that
year, make a report of its condition sworn to by the president and the secretary, which report
shall be filed with the public regulation commission. The report shall state:

(1) the name and principal address of the association;

(2) the names and addresses of the officers and directors and the name and address
of the initial registered agent and registered office of the association;

(3) the amount and nature of the association’s authorized, subscribed and paid-in
capital, the number of its sharehelders, the par value of its shares and the rate at which any
interest-dividends have been paid. For nonshare associations, the annual report shall state
the total number of members, the number admitted or withdrawn during the year and the
amount of membership fees received; and

(4) the receipts, expenditures, assets and liabilities of the association.

B. Acopy of the report required pursuant to Subsection A of this section shall be kept on
file at the principal office of the association.

C. A person who signs or verifies a report required pursuant to Subsection A of this
section that contains a false statement, known to that person to be false, shall upon

¢
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conviction be fined not exceeding five hundred dollars ($500) or impriscned not exceeding

one year, or both.

D. Every association shall pay an annual fee of ten dollars ($10.00) upon filing the report.
E. A supplemental report shall be filed with the public regulation commission within
thirty days if, after filing of the annual report, a change is made in:
(1) the mailing address, street address, rural route number, box number, or the
geographical location of its registered office in this state;
(2) the name of the agent at the address of the registered office upon whom process

against the association may be served; or

(3) the name or address of any of the directors or officers of the asscciation or the date

when term of office expires.

History: Laws 1939, ch. 164, § 34; 1941 Comp.,
§ 54-1434; 1953 Comp., § 51-15-34; Laws 1993,
ch. 311, § 6; 2001, ch. 200, § 18.

The 1993 amendment, effective July 1, 1993,
added the Subsections A and B designations and
added Subsection C; in Subsection A(2), deleted “oc-
cupations and date of expiration of the terms” follow-
ing “addresses” and substituted “and the name and
address of its initial registered agent and registered
office” for “and their compensation, if any”; and made
minor stylistic changes throughout the section.

The 2001 amendment, effective July 1, 2001, in
Subsection A, substituted “public regulation commis-
sion” for “state corporation commission” in the pre-
liminary language, inserted “of the association” at

the end of Paragraph (2), inserted “the association‘s”
preceding “authorized” in Paragraph (3); inserted the
Subsection B designation and renumbered the re-
maining subsections accordingly; inserted “required
pursuant to Subsection A of this section” in Subsec-
tion B; substituted “A person who signs or verifies a
report required pursuant to Subsection A of this
section that contains a false statement” for “Any
person who subscribes or makes oath to such report
containing a false statement”; and added Subsection
E.

Am, Jur. 2d, A.L.R. and C.J.8, references. —
18A Am. Jur. 2d Corporations § 362.

19 C.J.S. Corporations § 542.

53-4-35. Notice of delinquent reports; forfeitures; reinstatement.

If an association fails to make a report within the required period of sixty days, the public
regulation commission shall, within sixty days from the expiration of the period, send the
association a registered letter, directed to its principal office, stating the delinquency and its
consequences. If the association fails to file the report within sixty days from the mailing of
such notice, the commission shall notify it by registered letter that its corporate rights stand
forfeited, shall remove its name from its list of live corporations and notify the attorney
general, who shall cause its affairs to be wound up. If, within sixty days from such forfeiture,
the association files the report and pays a penalty of ten dollars ($10.00) and all actual
expenses of any suit begun to wind it up, the commission shall set aside the forfeiture, the
suit shall be dismissed and the association shall be reinstated to its former rights and legal
status.

History: Laws 1939, ch. 164, § 35; 1941 Comp.,
§ 54-1435; 1953 Comp., § 51-15-35; 2001, ch. 200,
§ 19.

The 2001 amendment, effective July 1, 2001,
substituted “public regulation commission” for “state

Am. Jur. 2d, A.L.R. and C.J4.8. references. —
18 Am. Jur. 2d Cooperative Associations § 22; 19
Am. Jur. 2d Corporations §§ 2734, 2740, 2741, 2746,
2788 to 2805, 2807 to 2810.

19 C.J.8. Corporations § 542.

corporation commission of New Mexico”; and substi-
tuted “commission” for “state corporation commis-
sion” and “corporation commission”.

53-4-36. Voluntary dissolution.

An association may, at any regular or special meeting legally called, be directed to dissolve
by a vote of two-thirds of the entire membership. By a vote of a majority of the members
voting three of their number shall be designated as trustees, who shall, on behalf of the
association and within a time fixed in their designation or within any extension thereof,
liquidate its assets, pay its debts and expenses; return to the members the par value of their
shares or of their membership certificates; return to subscribers the amount paid on their
subscriptions, to patrons the amount of savings returns credited to their accounts toward
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purchase of shares or membership certificates; and distribute any surplus in either or both
of the following ways, as the articles may provide:

A. among those patrons who have been members or subscribers at any time during
the past six years, on the basis of their patronage during that period;

B. as a gift to any consumers’ cooperative association or other nonprofit enterprise
which may be designated in the articles.

History: Laws 1939, ch. 164, § 36; 1941 Comp., Am. Jur. 2d Corporations §§ 2740, 2741, 2746, 2748,
§ 54-1436; 1953 Comp., § 51-15-36. 2750 to 2756, 2758 to 2762, 2764 to 2766, 2770 to
Am. Jur. 2d, ALR. and C.J.S. references. — 2778, 2780, 2781, 2785, 2834, 2880 to 2883.
18 Am. Jur. 2d Cooperative Associations § 22; 19 19 C.J.8. Corporations §§ 811 to 882.

53-4-37. Use of name “cooperative”; penalty.

A. Only the following entities are entitled to use the term “cooperative” or an abbrevia-
tion or derivation of that term as part of their business names or to represent themselves as
conducting business on a cooperative basis:

(1) associations organized pursuant to the Cooperative Association Act [Chapter 53,
Article 4 NMSA 1978];

(2) groups organized on a cooperative basis pursuant to any other law of this state;
and

(3) foreign corporations authorized to do business in this state on a cooperative basis
pursuant to the Cooperative Association Act or any other law of this state.

B. Any person, firm or corporation violating the provisions of Subsection A of this section
shall be guilty of a misdemeanor, punishable by a fine of not more than two hundred dollars
($200), and the attorney general or any aggrieved individual or association or group
organized on a cooperative basis may sue to enjoin an alleged violation of this section.

C. Should the courts or the attorney general or the public regulation commission decide
that any person, firm or corporation, using the name “cooperative” prior to these provisions
and not organized on a cooperative basis, is entitled to continue in such use, any such
business shall always place immediately after its name, the words “does not comply with the
cooperative laws of New Mexico” in the same kind of type and in letters not less than
two-thirds as large as those used in the term “cooperative”.

History: Laws 1939, ch. 164, § 37; 1941 Comp., suant to the Cooperative Association Act” for “here-
§ 54-1437; 1953 Comp., § 51-15-37; 2001, ch. 200, under” in Paragraph A(1) and for “under this” in
§ 20. Paragraph A(3); and substituted “public regulation
Cross references. — As to optional use of “coop- commission” for “state corporation commission” in
erative” in title of cooperative marketing association Subsection C.
of agricultural producers, see 76-12-7 NMSA 1978. Am. Jur. 2d, AL.R. and C.J.8. references. —
The 2001 amendment, effective July 1, 2001, 18 Am. Jur. 2d Cooperative Associations §§ 5 to 9.
added the subsection designations; substituted “pur- 18 C.J.8. Corporations §§ 98 to 105.

53-4-38. Promotion expenses; limitations; penalty.

An association shall not, directly or indirectly, use any of its funds, nor issue shares nor
Incur any indebtedness, for the payment of any promotion expenses or compensation for the
organization of the association in excess of 5% of the amount paid in for the shares or
membership certificates involved in the promotion transaction. Any association giving, or
any person, firm, corporation or association receiving, such promotion commission in
violation of this section shall be guilty of a misdemeanor, and upon conviction thereof, shall
be fined not less than one hundred dollars ($100.00) nor more than five hundred dollars
($500.00).

History: Laws 1939, ch. 164, § 38; 1941 Comp., 18 Am. Jur. 2d Corporations §§ 98, 101 to 105.
§ 54-1438; 1953 Comp., § 51-15-38. 18 C.J.8. Corporations §§ 67 to 97.
Am. Jur. 2d, AL.R. and C.J.S. references. —
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53-4-39. Spreading false reports; penalty.

Any person, firm, corporation or association which maliciously and knowingly spreads
false reports about the management or finances of any association shall be guilty of a
misdemeanor and be subject to a fine of not less than one hundred dollars ($100.00) and not
more than five hundred dollars ($500.00) for each such offense.

History: Laws 1939, ch, 164, § 39; 1941 Comp., 18B Am. Jur. 2d Corporations §§ 1885, 1887, 1888,
§ 54-1439; 1953 Comp., § 51-15-39. 2130.
Am. Jur. 2d, A.L.LR. and C.J.S. references. — 19 C.J.S. Corporations § 543.

53-4-40. Existing cooperative corporations.

A group incorporated under another law of this state and operating on a cooperative basis
may elect by a vote of two-thirds of the members voting to secure the benefits of and be
bound by the provisions of the Cooperative Association Act [Chapter 53, Article 4 NMSA
1978] and shall amend its articles and bylaws not in conformity with those provisions. A
certified copy of the amended articles shall be filed with the public regulation commission
and a fee of twenty-five dollars ($25.00) shall be paid.

History: Laws 1939, ch. 164, § 40; 1941 Comp., substituted “the provisions of the Cooperative Associ-
§ 54-1440; 1953 Comp., § 51-15-40; 2001, ch. 200, ation Act” for “these provisions” and substituted
§ 21. “public regulation commission” for “corporation com-
The 2001 amendment, effective July 1, 2001, mission”.

53-4-41. Foreign corporations.

A foreign corporation operating on a cooperative basis and complying with the applicable
laws of the state in which it is organized is entitled to receive from the public regulation
commission a certificate authorizing it to do business in this state as a foreign cooperative
corporation.

History: Laws 1939, ch. 164, § 41; 1941 Comp., Am. Jur. 2d, AL.R. and C.J.S. references. —
§ 54-1441; 1953 Comp., § 51-15-41; 2001, ch. 200, 18A Am. Jur. 2d Corporations § 513.
§ 22, 19 C.J.S. Corporations § 901 et seq.

The 2001 amendment, effective July 1, 2001,
substituted “public regulation commission” for “cor-
poration commission”.

53-4-42. Legality declared; not in restraint of trade.

No association, or method or act thereof which complies with these provisions shall be
deemed a conspiracy or combination in restraint of trade or an illegal monopoly, or an
attempt to lessen competition or fix prices arbitrarily, or to accomplish any improper or
illegal purposes.

History: Laws 1939, ch. 164, § 42; 1941 Comp., Construction of § 1 of the Capper-Volstead Act (7
§ 54-1442; 1953 Comp., § 51-15-42, U.S.C. § 291) authorizing persons engaged in produc-

Am. Jur. 2d, ALLR. and C.J.S. references. — tion of agricultural products to act together in associ-
18 Am. Jur. 2d Cooperative Associations §§ 30, 34. ation, 20 A L.R. Fed. 924.

53-4-43. Laws not applicable.

No law of this state conflicting or inconsistent herewith shall, to the extent of the conflict
or inconsistency be construed as applicable to associations formed hereunder.

History: Laws 1939, ch. 164, § 43; 1941 Comp.,
§ 54-1443; 1953 Comp., § 51-15-43.
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53-4-44. Subsequent laws.

No law of this state subsequent to these provisions shall be construed as amending or
repealing these provisions or any part thereof unless such amendment or repeal is expressly
stated therein.

History: Laws 1939, ch. 164, § 44; 1941 Comp.,
§ 54-1444; 1953 Comp., § 51-15-44.

53-4-45. Taxation.

Associations formed under Chapter 53, Article 4 NMSA 1978 and foreign corporations
admitted under Section 53-4-41 NMSA 1978 to do business in this state shall pay an annual
license fee of twenty dollars ($20.00).

History: Laws 1939, ch. 164, § 45; 1941 Comp., 1978” for “hereunder”, “53-4-41 NMSA 1978 for “417,
§ 54-1445; 1953 Comp., § 51-15-45; Laws 1993, and “twenty dollars ($20.00)" for “five dollars
ch. 311, § 7. ($5.00).

The 1993 amendment, effective July 1, 1993, Am. Jur. 2d, A.L.R. and C.J.S. references. —
substituted “under Chapter 53, Article 4 NMSA 19 Am. Jur. 2d Corporations §§ 2802, 2824, 2839.

ARTICLE 5
Corporate Reports

Sec. Sec.

53-5-1. Short title. 53-5-7. Failure to file corporate reports; penalty.

53-5-2. Corporate and supplemental reports. 53-5-8. Public regulation commission may furnish

53-5-3. Public regulation commission to supply def- forms; release of information; penalty.
initions. 53-5-9. Dormant corporations; statement in Heu of

53-5-4. Exempt corporations. corporate report.

53-5-5. Corporate reports; affirmation; penalty. 3.5.10. R led

53-5-6. Application for period of extension. 5 - nepeated.

53-5-1. Short title.
Chapter 53, Article 5 NMSA 1978 may be cited as the “Corporate Reports Act”.

History: 1953 Comp., § 51-21-1, enacted by Act,” see 6 Nat. Resources J. 617 (1966).
Laws 1959, ch. 181, § 1; 1998, ch. 108, § 23. For comment, “Coal Taxation in the Western States:
The 1998 amendment, effective January 1, 1999, The Need for a Regional Tax Policy,” see 16 Nat.
substituted “Chapter 53, Article 5 NMSA 1978” for Resources J. 415 (1976).
“This act” at the beginning of the section. For article, “1983 Amendments to the New Mexico
Law reviews. — For note, “The Entry and Regu- Business Corporation Act and Related Statutes,” see
lation of Foreign Corporations Under New Mexico 14 N.M.L. Rev. 371 (1984).

Law and Under the Model Business Corporation

53-5-2. Corporate and supplemental reports.

A. Pursuant to rules that the public regulation commission adopts to implement this
section, a domestic or foreign corporation that is not exempted shall file in the office of the
commission within thirty days after the date on which its certificate of incorporation or its
certificate of authority, as the case may be, is issued by the commission, and biennially
thereafter on or before the fifteenth day of the third month following the end of its taxable
year, a corporate report in the form prescribed and furnished to the corporation not less than
thirty days prior to such reporting date, by the commission, and signed and sworn to by the
chairman of the board, president, vice president, secretary, principal accounting officer or
authorized agent of the corporation, showing among other information prescribed by the
comimission:
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