
Recommended Structure for Co-op Bylaws 

By-Laws must agree with the Articles of Incorporation. 

Your bylaws should cover all major topics necessary to ensure: 

 A legal structure of the organization is clear 
 What the authority of the board is  
 How the finances of the corporation work  
 What procedures will be followed in routine and special circumstances (voting, 

holding meetings, recalling a director, etc.) 

1. ORGANIZATION 

• name of organization 
• purpose of organization  
• duration ("perpetual") 
• location of the principal office 

II. MEMBERSHIP 

• Who is eligible for membership? 
• What are the requirements for membership? 
• What are the members voting rights? 
• What are the duties of membership? 
• What rights to information about the co-op should be accessible to the general 

membership? 
• What rules should be set regarding the suspension or termination of membership? 

III. CAPITAL CONTRIBUTIONS 

• What will be the financial obligations of members? (members are obliged to 
contribute to the capital needs of the business -- establishes the "ownership" of the 
company by members) 

• How capital contributions be made?  What process will the co-op use to keep 
records? 

• Will membership certificates be issued? 
• Will members be allowed to redeem their investments? If so, how will it happen? 

What are the terms for re-payment; board discretion? Limits if less than par value?  

IV. DISTRIBUTION OF SURPLUS 

• Set in writing the obligation to allocate and distribute net savings, at discretion of the 
board of directors. 

• Set method of allocation; retained earnings – patronage refunds) 



• Define "distributable net savings" (allow for board discretion to reduce for reasonable 
reserves to be retained by the co-op) 

• Distribution and notice -- what form, when (usually within 18 months and 15 days of 
the close of the fiscal year), portion payable in cash (minimum 20 percent) 

• Automatic consent and acceptance of tax liability by members when they cash their 
checks 

• Deferred patronage refunds (the 80 percent not paid in cash) -- how handled, how 
accessible to members 

V. MEETINGS OF MEMBERS 

• Details concerning regular annual meeting including the purpose 
• Special meetings - requirements for calling a special meeting. 
• Notice of calling meetings (what type of notice, how distributed) 
• Establish rules for defining a quorum for decision-making. It should be the number or 

percentage of membership. 
• Establish voting procedures (provide for mail ballots) 
• Proxy (should clearly state that there is no proxy voting) 
• What is the procedure for issues submitted by members to be placed on the agenda? 

VI. BOARD OF DIRECTORS 

• Number of seats (fixed number, should be odd number.) 
• Qualifications (often missing -- should say "member in good standing," not associated 

with interests adverse to the co-op, define whether employees are eligible to be 
directors) 

• Nomination procedure (establish nominations committee and process) 
• Elections and terms (when terms begin, staggering of terms, length, elected "by 

majority vote") 
• Conflict of interest (duty to disclose) 
• Compensation (provide for reimbursement, whether directors can receive 

compensation for services in addition to role as director, and need to disclose such) 
• Removal (for cause or without cause) 
• Vacancies (who can fill vacancies, replacement in office until when) 

VII. MEETINGS OF THE BOARD 

• Regular meetings (provide for regular, schedule meetings; perhaps establish need for 
advance notice for a board meeting; don't require meetings of a certain frequency or 
specific schedule) 

• Special meetings (how to call, who can call, etc.) 
• Quorum for board decision-making 
• Open and closed meetings (parameters for open and closed meetings) 
• Allowance for telephone conference calls ("where all directors can hear each other") -

- optional 
• Action without a meeting (procedure for taking action without a meeting) 



VIII. OFFICERS AND COMMITTEES OF THE BOARD 

• Establish officers (president, vice president, treasurer, secretary) 
• Duties of officers 
• committees (especially necessary if giving committees any powers of the board 

between meetings; probably good establish audit, nominating, and by-laws 
committees) 

IX. AGENTS BONDING AND INDEMNIFICATION 

• General Manager/Chief Executive Officer hired by board to manage affairs of the 
corporation 

• Bonding of officers, agents, etc. 
• Indemnification -- must be carefully worded to protect directors and co-op 

X. NOTICE AND WAIVER 

• Notice (definition of what constitutes "notice," e.g., "shall be deemed delivered when 
deposited in the mail with first-class postage with names and addresses as they appear 
in the records of the co-op") 

• Waiver of notice (provision for waiver of notice by participating in voting or by 
attending meetings unless participating specifically to object that the meeting is not 
lawfully convened) 

XI. AMENDMENT 

• how changes will be made to the bylaws -- who can change, what percentage of votes 
necessary to make change 

XII. DISSOLUTION (optional) 

• provisions for distribution of assets upon dissolution of company (generally repetitive 
of Articles) 

You are creating the structure to ensure a reliable, fair and democratic structure to use no 
matter what issue is presented before the co-op. The by-laws should concise and easy to 
understand. There is no reason for your bylaws to be longer than 6-8 single-sided pages. Do 
your best to write your by-laws in a way you understand and create the co-op structure you 
want and then have a lawyer familiar with by-laws go over it.  

Reform or Revolution: Changing Your Bylaws 

You can always change your by-laws. Although it is not a necessity once you have a clear set 
of by-laws to change them, it is a good idea to have a periodic review of your by-laws. That 
way you can change what may not be working the way you want and make sure you are 
conducting business in the manner you have set up in your by-laws.  


