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Patchwork Alliance Cooperative Online Market Bylaws

Article I: Organization

Section 1.1 - Name. The name of the cooperative limited liability company
is Patchwork Online Market LLC. The cooperative LLC may be referred to in
this Agreement as the “Cooperative.”

Section 1.2 - Purpose. The purpose of the Cooperative is to conduct an
internet-based mercantile business providing fresh produce and other
independently produced consumer goods and services to its owners and
other patrons, and to engage in other lawful activities. The Cooperative shall
be operated exclusively on a cooperative and not-for-profit basis.

Section 1.3 - Mission. The mission of this Cooperative is to provide
independent WNC regional growers, crafters, makers and service providers
with ownership in a shared marketplace, and to connect them with WNC
patrons  who want local, fresh and natural foods and products, and who value
community-owned agriculture, local economy, and cultural diversity.

Section 1.4 - Open Admission. ownership in the Cooperative is open to any
person qualified to transact business through one of its classes of ownership.

Section 1.5 - Cooperative principles and values. The Cooperative shall be
operated in accordance with the Coopera tive Principles adopted by the 1995
General Assembly of the International Co-operative Alliance, such principles
being:

● (i) voluntary and open ownership
● (ii) democratic governance
● (iii) economic participation by owners
● (iv) autonomy and independence of the cooperative
● (v) providing education and training
● (vi) cooperation with other cooperatives
● (vii) concern for community

The Cooperative shall be guided by the Values of:

● Self-help
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● Solidarity
● Interdependence
● Self-responsibility
● Integrity
● Consent
● Openness
● Equality
● Social responsibility
● Equity
● Caring for others.

Section 1.6 - Nondiscrimination. The Cooperative shall not discriminate
on the basis of race, nationality, religion, age, gender, sexual preference,
economic status, or other arbitrary basis.

Section 1.7 - Principal office. The principal office of the Cooperative shall
be located at 102 North Bear Creek Road, Asheville, State of North Carolina.

Article II: Ownership

Section 2.1 - Eligibility for Active Ownership

Any individual may become an active (voting) owner of Patchwork Online
Market. Patchwork Online Cooperative Market does not discriminate on social
or political grounds, or on the basis of race, creed, age, sex, handicap, sexual
preference or marital status. Provided, to be accepted as an active owner and
to maintain active status, owners must agree to and shall:

2.1a Comply with and be bound by the Articles of Organization and
Bylaws of the Cooperative and any and all rules, regulations, and
resolutions adopted by its Board of Directors (hereinafter called the
"Board");
2.1b Pay the applicable ownership fee as established by the Board and
stay current on other financial obligations to the Cooperative; and
2.1c Be approved for ownership by the Board; and
2.1d Notify the Cooperative of any address changes within six months of
the change.
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Section 2.2 - Classes and Agreements of Ownership
Ownership in the Cooperative shall be open to any person that supports the
purposes of the Cooperative as expressed in the Articles of Organization,
these By-laws, and the policies of the Cooperative.

There are three classes of ownership.  Each owner is entitled to hold a single
voting share in the Cooperative at any time.  A purchased share may be
exchanged for a share of another type upon request.

2.2aThe Worker Class consists of all worker patrons of the Cooperative
as defined herein who have purchased an Ownership Share.
2.2bThe Consumer Class consists of all consumer patrons of the
Cooperative as defined herein who have made one payment toward
the purchase of an Ownership Share.
2.2cThe Producer Class consists of all producing owners of the
Cooperative as defined herein who have purchased or earned sales
income towards purchase of an ownership share.  Producers who are in
direct management of their product supply chain or service are eligible
to be producer-owners of the Cooperative. The Cooperative does not
impose limits on standards and practices, but all claimed certifications
must be official and all documentation must be produced upon
request.

An application shall be accepted from all Ownership Classes, unless the
Board determines in its discretion that the interests of the Cooperative would
be better served by rejecting the subscription.

Section 2.3 - Rights. Each owner shall be entitled to make purchases
from the Cooperative on terms generally available to all patrons  and to
participate in the governance of the Cooperative as set forth in these bylaws.
Persons who have subscribed to ownership but not fully paid for a share shall
not thereby be denied any rights of owners.

Each owner, regardless of Path, shall have one vote and no more on all
matters submitted to owners. The rights of owners shall apply only to active
owners in good standing as defined in section 2.4, below.  All rights and
responsibilities of owners are subject to applicable state law, the bylaws as
they may be amended from time to time, and to policies and decisions of the
Board of the Cooperative.
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2.3a Each owner shall have the right to serve on the Board of Directors,
to vote in elections to select the Board of Directors, to vote in elections
to recall any or all of the Directors and to apply to serve on any
Committee on which non-Board owners are eligible to serve.

2.3b Each owner shall have the right to petition to amend the bylaws or
submit an initiative to the active ownership for vote. Such petitions and
initiatives must be signed by 10 percent of active owners, including the
owner proposing the amendment or issue for a vote of the full
ownership.

2.3c Each owner  shall have the right to cast one vote on all matters
presented to the ownership for voting at ownership meetings and in all
instances where the Board of Directors orders owner balloting. Owner
balloting may be performed by mail, by secure electronic ballot, at
owner meetings, or other means as determined by the Board.

2.3d Owners shall be provided reasonably adequate and timely
information as to the operational and financial affairs of the
Cooperative. Owners shall be provided any other information
concerning the operational and financial affairs of the
Cooperative that is necessitated by, and directly related to, a
proper purpose, subject to such reasonable restrictions or
conditions as is determined by the Board of Directors to be
necessary to protect confidential or sensitive information.

2.3e The Board shall adopt a policy under which owners shall
have the right to attend and participate in the public portion of
Board meetings, but the policy shall recognize that at times the
Board should meet in executive session to discuss or act on
matters involving proprietary or commercial information,
personnel, labor agreements, legal disputes and other similar
matters requiring that the Board meet in executive session.

2.3f The Board reserves the right to deny such requests, if they are
deemed to be detrimental to the interests of the Cooperative.

Section 2.4 – Responsibilities and Restrictions. Each owner shall keep
current in payment of the share purchase requirement described in Section
2.1 above,and shall notify the Cooperative of any change to the owner's name
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or address. While interfacing with Cooperative representatives, an owner shall
act reasonably and in good faith at all times.

For the purposes of this part, unreasonable conduct shall include, but not be
limited to, actual or threatened verbal abuse, aggression, defamation,
violence, battery, assault or harassment towards any Cooperative employee,
owner, customer or other individual engaged in Cooperative business.  These
issues will be decided by consent decree of the Board.

Section 2.4a - Inactive status. An owner who becomes delinquent by
thirty days in meeting the share purchase obligation, or who fails to make any
purchases from the Cooperative for a period of one year, becomes delinquent
on their payments for goods or services rendered by 30 days, or as to whom
two consecutive notices or other communications have been returned to the
Cooperative as undeliverable shall be placed into inactive status. An owner in
inactive status may attain good standing by resuming their share purchase
obligation and/or resolving all debts. References in these bylaws to the rights
and entitlements of owners shall be understood to refer only to owners in
good standing.

Section 2.4b – Non-transferability. Ownership rights and interests may
not be transferred to any party except back to the Cooperative according to
the terms of this Agreement.

Section 2.5 - Entity Owner. The Cooperative is intended to benefit
individuals, families, and their households and small businesses. Producer
Path or Consumer Path owners that operate economically through small,
closely-held fictitious business entities such as corporations or LLCs may
request to become  owners in the name of such business entity. Review and
approval of business entity ownership shall be made by the Board of Directors
in its sole discretion and according to the policies set forth by the Board with
regard to individuals responsible for representing the Entity owner.  In the
case of change of ownership of the Entity, the Board will undergo a new
ownership review and approval of the entity’s continued ownership in its sole
discretion.

Section 2.7 - Settlement of disputes. In any dispute between the
Cooperative and an owner or former owner that involves normal ownership
transactions and that cannot be resolved through informal negotiation, it
shall be the policy of the Cooperative to use mediation whereby an impartial
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mediator agreed upon by both parties may facilitate negotiations between
the parties and assist them in developing a mutually acceptable settlement.
No party with a grievance against the other shall have recourse to litigation
until the matter is submitted to mediation and attempted to be resolved in
good faith.

Section 2.8 - Termination of Ownership. Ownership may be terminated
voluntarily by an owner at any time upon written notice to the Cooperative.
Ownership may be terminated involuntarily for cause by the Board of
Directors, provided that the accused owner is accorded fair notice of the
charges and the opportunity to be heard in person or in writing. Ownership
will be automatically terminated upon the death of the owner.

2.8a Termination of ownership shall not relieve a former owner of
accrued debts owed to Patchwork Online Market LLC.
2.8b By request in writing, upon voluntary or involuntary termination of
ownership, the Cooperative shall:

2.8b.1 Redeem any voting, non-transferable capital stock, owned
by the owner for consideration, which is equal to, in dollars, the
sum originally paid for said shares less any outstanding debts to
the Cooperative, should there be any. Such shares shall be
redeemed not longer than 90 days after the ownership is
terminated, unless the Board, in its sole discretion, determines
that redemption of a terminated owner’s non-voting,
non-transferable provisional share within 90 days would have a
significant adverse impact on the financial condition of the
Cooperative, in which case the Cooperative may elect to redeem
such stock over a period of up to 4 years.

Article III: Meetings of Owners
Section 3.1 - Regular meetings. An annual meeting of owners shall be

held after the close of each fiscal year, December 31st, and after all financial
reports have been received and reviewed by the Board of Directors. The
purposes of the meeting shall be to hear reports on operations and finances,
to elect new owners to the Board of Directors, and to conduct such other
business as may properly come before the meeting.

Section 3.2 - Special meetings. A special meeting of owners may be
called by the Board of Directors and shall be called by the Secretary as soon
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as practicable after receipt of petitions signed by ten percent of owners, such
petitions stating any proper business to be brought before the meeting. Any
action taken at a special meeting that is not within the purpose or purposes
described in the meeting notice shall be of an advisory nature only.

Section 3.3 - Time and place. The time and place of all meetings of
owners shall be determined by the Board of Directors or, in the event that the
Board of Directors fails to act, by the Secretary. Meetings shall be held online
via online meeting application or at a place convenient to owners.

Section 3.4 - Notice. Written notice of the time and place and, in the case
of a special meeting, the purpose or purposes of the meeting shall be
delivered to each owner of record between 30 and 60 days before the date of
the meeting. Notice shall also be posted prominently at all places of business
and marketing materials of the Cooperative.

Section 3.5 - Record dates. Unless otherwise determined by the Board of
Directors, only persons who are owners at the close of business on the
business day immediately preceding the date of distribution of notices shall
be entitled to notice of any meeting of owners.

Section 3.6 - Quorum. The presence in person (live or online) or by
emailed ballot at the meeting of ten owners or three percent of all owners,
whichever is greater, shall be necessary and sufficient to constitute a quorum
for the transaction of business at any meeting of owners.

Section 3.7 ‑ Voting. At all meetings of owners, each owner shall have one
and only one vote on each issue submitted to a vote of owners. Voting by
proxy shall not be permitted. Unless otherwise required by law or by these
by-laws, issues shall be decided by plurality of votes cast in the case of
election of Directors and by two-thirds of votes cast as to other issues.
However, any Director, to be elected, must receive a minimum of ten percent
of the votes cast. The Board of Directors may authorize voting by email & mail
in conjunction with or in lieu of an online or in-person meeting of owners,
provided that an adequate description of the matter to be voted upon is
included in the notice of the meeting, and votes cast by mail are counted
together with votes cast at the meeting, if any.

Section 3.8 - Tensions & Proposals submitted by owners. Notices of a
meeting of owners shall include any proper issues submitted by owners in
writing.  Tensions & Proposals must be received by the Cooperative not less
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than 7 days before the date of the meeting at which they are to be presented
to a vote of owners.

Article IV: Board of Directors

Section 4 - Powers and duties.

The Board of Directors shall direct and control Patchwork Alliance LLC’s
business and affairs in the interests of the owners. The Board of Directors’
responsibilities shall include, but not limited to:

4.1 Establishing standard policies governing the conduct of
Patchwork Alliance’s affairs;

4.2 Establishing policies to guide management, employ management,
determine the compensation of management, and evaluate the
performance of management;

4.3. Purchasing, selling or leasing real estate or other major
assets;

4.4 Entering into contracts on behalf of Patchwork Alliance and
commitment of Patchwork Alliance’s resources to meet any contract
obligations;

4.5 Borrowing of funds and pledging Patchwork Alliance’s credit and
assets to secure any loan made to Patchwork Alliance;

4.6 Approving management’s annual budget;

4.7 Establishing the amounts and terms of ownership fees, and
establishing additional qualifications for ownership;

4.8. Accepting or rejecting application for
ownership;

4.9. Reviewing and terminating ownership for
cause;

4.10. Electing the president, vice-president, secretary, treasurer and
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other officers as needed;

4.11. During the final year of each Director’s term, it shall be the
responsibility to serve on a Nominating Committee to recruit
candidates to run for election to the Board;

4.12. Requiring an annual review of Patchwork Alliance’s
financial statements;

4.13. Adopting significant and realistic plans for future development
and growth, and reviewing and modifying them at regular intervals;

4.14. Reviewing and making recommendations on any proposed
changes in Articles or Bylaws; and

4.1.15. Exercising such other powers and performing such other duties
and/or responsibilities as may be allowed and/or required by state law.

Section 4.3 - Number and qualifications of the BOD The Board of Directors
shall consist of, at minimum:

● Worker Representative
● Producer Representatives
● Consumer Representative
● owner at large
● owner at large

Directors must have been an owner in the Cooperative for at least four
months prior to the commencement of the election of Directors, and will
represent each class of ownership.  No Director shall have any overriding
conflict of interest.

Section 4.3 - Nominations and election. Directors may nominate
themselves, or be nominated by Owners at least thirty days prior to the date
of the Annual Owners Meeting. Directors shall be elected by owners. There is
no limit to the number of owners from a given Household that can be
nominated to the BOD, however, no more than 1 owner from a given
Household may serve on the BOD at any given time.
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Section 4.4 - Terms. Directors shall be elected for terms of three years
which shall be staggered so that, as nearly as may be practicable, one-third
shall expire in each year. Periodically as may be necessary to maintain such
staggered terms, directors shall be elected for one-year or two-year terms.
Directors may serve no more than two consecutive full three-year terms. After
an absence of one or more years, a person may again be a candidate for a
Director position. The term of office of all Directors shall begin with the first
meeting of the Board of Directors following the election of Board. Directors
shall hold office until their successors are elected or until their offices are
sooner terminated in accordance with these bylaws.

Section 4.5 ‑ Reimbursement and compensation. Directors shall
be reimbursed for reasonable expenses incurred in connection with business
of the Cooperative. Directors may receive compensation for services as
Director only as authorized at a meeting of owners.

Section 4.6 - Standards of conduct. Directors shall be responsible at all
times for discharging their duties in good faith, in a manner that they
reasonably believe to be in the best interests of the Cooperative and with the
care that an ordinarily prudent person in a like position would exercise under
similar circumstances.

Section 4.7 ‑ Indemnification. Subject to the immunities and limitations
in its articles of organization, the Cooperative shall indemnify its Directors and
owners to the fullest extent required or permitted under North Carolina law.
Indemnification payments shall be made on a priority basis but only in such
increments and at such times as will not jeopardize the ability of the
Cooperative to pay its other obligations as they become due. Any
indemnification payments or advances shall be reported to owners not later
than the next-scheduled meeting of owners.

Section 4.8 - Termination. The term of office of a Director may be
terminated prior to its expiration in any of the following ways: (i) voluntarily by
a Director upon notice to the Steering Committee; (ii) automatically upon
termination of ownership in the Cooperative; (iii) automatically upon
ownership status of the Directors becoming inactive, subject to retroactive
reinstatement by the Steering Committee upon fulfillment of conditions for
attainment of good standing; (iv) for cause by the Steering Committee ,
provided that the accused Director is accorded fair notice of the charges and
the opportunity to be heard in person or in writing; or (v) automatically upon
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a Director’s unexcused absence from three consecutive Board of Directors
meetings or four meetings in one year.

Section 4.9 – Vacancies. Any vacancy among Directors occurring
between regular elections of Directors may be filled by owners of the BOD or
people elected by the BOD for the balance of the unexpired term.

Article V: Fiscal matters

Section 5.1 - Fiscal year. The fiscal year of the Cooperative shall be a
52-53 week fiscal year commencing the Sunday nearest to the beginning of
January.

Section 5.2 - Operating policies. The Cooperative shall be operated in
accordance with sound business policies, insofar as they are compatible with
the purpose and mission of the Cooperative. Policies are established by the
Board after a notice and feedback process. Policies may be proposed by the
Management  or other Circles or may be submitted by owners. All Policies
shall be published to all owners. The BOD shall review all Policies for their
effectiveness not less than every three years.

Article VI: Capital Shares

Section 6.1 - Ownership Shares - The Cooperative carries varying types of
ownership as a multi-stakeholder cooperative, and the paths to ownership
vary and are exchangeable.  Capital shares derived from varying classes of
ownership (consumer, worker, producer, etc), which pay the applicable
ownership share price as established by the Board and stay current on other
financial obligations to the Cooperative.

Section 6.2 - Issuance & Operating at Cost In making goods or services
available to owners, the Cooperative shall at all times be operated on a
cooperative basis at cost for the benefit of its owners. The Cooperative is and
shall be obligated to account on a patronage basis to all of its owners for all
amounts received on account of the sale of goods and services. The
obligation of the Cooperative to account to owners shall be to establish an
Individual Capital Account for each active owner. Such shares shall be issued
only upon full payment of their Capital Share, as determined by the Board of
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Directors. Share values shall be subject to assessment for the reasonable
capital needs of the Cooperative, as determined by the Steering Circle.

Section 6.3 - Funds - The moneys retained or collected for the Capital
Accounts may be commingled with and used for any corporate purposes,
as other moneys belonging or coming to the Cooperative, and nothing
herein contained shall be deemed to require that any specific moneys or
funds be physically segregated, or designated, or marked, or set apart, or
held for the Capital Accounts, nor shall the Capital Accounts be deemed a
trust fund held for the owners of them. The liability represented by Capital
Account amounts shall at all times be junior and subordinate to all other
obligations and indebtedness of the Cooperative.

Section 6.3 - Terms  - The obligation of the Cooperative to account to
Owner shall be to establish a capital account for each active Owner and to
allocate to each Owner’s capital account all amounts over and above the
operating expenses of the Cooperative in furnishing goods and services to
owners, including, without limitation, depreciation on property, losses,
salaries, wages, insurance, taxes and interest on moneys owing from the
Cooperative. The voting rights of shares shall consist only of the
participation rights accorded owners in these by-laws on the basis of one
vote per owner.  Shares shall be entitled to no dividend or other monetary
return on capital and may not be pledged or hypothecated.

Section 6.5 - Certificates. Every holder of a fully paid share shall be entitled
to receive a certifi cate substantiating  such holding on request. All certificates
shall be signed personally or by facsimile by a member of the BOD and shall
be numbered and registered by the Cooperative. The Cooperative may issue a
replacement certificate for any share alleged to have been lost, stolen or
destroyed without requiring the giving of a bond or other secur ity against
related losses.

Section 6.6 - Termination and Redemption of Shares. Upon written
request of voluntary termination, or upon involuntary termination, or death of
the owner, the share and accumulated retained patronage or individual
capital account of the departing owner shall be redeemed within 90 days,
unless the Board, in its sole discretion, determines that redemption of a
terminated owner’s shares within 90 days would have a significant adverse
impact on the financial condition of the Cooperative, in which case the
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Cooperative may elect to redeem such stock with periodic payments over a
period of up to 4 years. In the case of voluntary termination of ownership, a
reasonable processing fee may be imposed, as determined by the Board of
Directors.  Shares shall be redeemable at the purchase price.

Section 6.7 - Lien and offset. The Cooperative shall have a first lien on
shares to the extent of amounts due and payable to the Cooperative by
owners. The Cooperative may, at any time after such amounts remain due
and payable for thirty days, offset such amounts against accumulated
payments for shares. Such offset may not be affected by owners or by anyone
acting in the right of owners.

Article VII: Preferred Capital Shares

Section 7.1 - Non-Voting, Non-Transferable Capital Stock

The Board of Directors may issue non-voting, non-transferable capital stock,
with a dividend rate fixed at the time of issuance, and with or without par
value. Dividends on preferred shares shall not be cumulative. Purchase of said
stock shall constitute an agreement by the purchaser to sell back to the
Cooperative said stock for consideration, which is equal to, in dollars, the sum
originally paid for said stock. The Agreement to repurchase capital stock shall
be exercisable at the option of and in the sole discretion of the Cooperative.
The Board of Directors may enter into agreements with the purchasers of
such stock regarding the timing of purchase and redemption of said stock,
reserving the right to delay payment based on the financial health of the
cooperative.

Section 7.2 There shall be no preemptive rights resulting from ownership
of any capital stock of this Cooperative.

Section 7.3 Subject to vote - The ownership may at any time prohibit the
Board of Directors from further issuing of non-voting, non-transferable
stock, but may not otherwise interfere with the sale or redemption of stock
by the Board.

13



Patchwork Alliance Cooperative Online Market Bylaws

Section 7.4 Eligibility- Stock may be sold publicly to only NC state
residents as an internal owner-only offering.

Section 7.5 Shares - Preferred shares may bear par value of no more than
$1,000.00 per share. No class of preferred shares shall consist of more than
10,000 shares. The authorized capital of all classes of preferred shares shall
at no time exceed $30,000,000.00.

Section 7.6 Voting Rights - stockholding owners shall receive no additional
voting power other than their ownership vote, although by law, they must
be allowed to vote, even if their ownership is not “active.”

Section 7.7 Subscription Forms: Subscription forms for the purchase of
capital stock shall include in writing the provisions of this Article, and the
provisions of Article IV of the Articles of Incorporation, or their reasonable
equivalent. Signature of the purchaser on said form shall constitute
agreement to all provisions stated therein. Stock certificates shall have the
word “Non-transferable” printed prominently on the face thereof, along with
the sale/redemption price and dividend rate.

Article VIII: Patronage Dividends
Section 8.1 - Distribution of net savings. The realized net savings of the

Cooperative, to the extent attributable to the patronage of owners, shall be
allocated and distributed among owners as patronage dividends in
proportion to their patronage and in such a manner and at such a time as to
constitute patronage dividends within the meaning of federal income tax law.
In determining and allocating adjusted net savings, the Board of Directors
shall award allocations by percentage, by vote, for the following categories:

● Producer Sales
● Consumer Orders
● Worker Hours

Section 8.2 - Allocation of Owner Share payments. Patronage dividends
allocated to owners who have outstanding debt to fulfill their full purchase of
an Owner Share shall be applied to that debt.

14



Patchwork Alliance Cooperative Online Market Bylaws

Section 8.3 - Adjusted net savings. Net savings may be reduced by such
reasonable reserves for necessary business purposes as is determined by the
Board of Directors. Any allocations of such a nominal amount as not to justify
the expenses of distribution may, as determined by the Board of Directors, be
excluded from distribution provided that they are not then or later distributed
to other owners. Owners shall retain the right to waive in whole or in part, by
action at a meeting of owners, any patronage dividends to which they may be
entitled. Owners who fail to deposit checks paid for distribution of patronage
or net savings within 180 days from the date of the check shall be deemed to
have personally waived such distribution.

Section 8.4 - Consent of owners. By obtaining or retaining ownership in
the Cooperative, each owner shall thereby consent to take into account, in the
manner and to the extent required by Section 1385 of the Internal Revenue
Code, the stated dollar amount of any qualified written notice of allocation in
the taxable year in which such notice is received.

Section 8.5 - Retained amounts. Payment of a portion of patronage
dividends, not to exceed eighty percent of the allocation, may be retained for
the reasonable capital needs of the Cooperative, as determined by the Board
of Directors. Such amounts shall be credited to revolving capital accounts in
the names of recipient owners and shall accrue no dividend or other
monetary return on contributed capital. They shall be redeemed when
determined by the Board of Directors to be no longer needed for capital
purposes. At that time they shall be redeemed in the order of the oldest
outstanding amounts and on a pro rata basis among such amounts, except
that redemptions shall be made payable only to owners who are then in good
standing or become so within a six-month period of time. Retained amounts
may also be redeemed under compelling circumstances as deter mined by
the Board of Directors. They shall be subject at all times to being offset by
amounts otherwise due and payable to the Cooperative.

Section 8.6 - Internal Capital Accounts.  The Cooperative may create a
system of Internal Capital Accounts. These accounts represent the equity of
the cooperative and reflect (a) its net worth, (b) the allocation of net worth
among the owners, and (c) determine the redemption value of ownership
Shares and allocations as hereinafter defined.  The Internal Capital Accounts
consist of Individual Capital Accounts and a Retained Earnings Account. The
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sum of the balances of the Internal Capital Accounts is the net worth of the
Cooperative.

8.6a - Individual Capital Accounts. When implemented, each owner
shall have an Individual Capital Account that reflects the value of that owner's
relative equity in the Cooperative.

8.6b - The balance in any Individual Capital Account results from and is
increased by: (a) the purchase price of a ownership Share, plus any other
paid-in capital from or on behalf of the owner in excess of the ownership
Share, and (b) the amount of any allocations issued to the owner.

8.6c - The balance in any Individual Capital Account is decreased by: (a)
any losses allocated to the Individual Capital Accounts, and (b) the
distribution of an allocation previously issued to the owner and recorded in
the owner's Individual Capital Account.

8.6d - The Cooperative shall issue annually to each owner an Individual
Capital Account Statement that discloses his or her account balance and any
changes since the previous Statement.

8.6e - Retained Earnings Account.  The Cooperative shall maintain an
unallocated Retained Earnings Account that reflects the portion of net worth
not allocated to Individual Capital Accounts.

8.6f - The balance in the Retained Earnings Account results from and is
increased by: (a) that portion of retained earnings not allocated to Individual
Capital Accounts, and (b) any gifts or grants to the Cooperative, unless
otherwise allocated to Individual Accounts.

8.6g - The Retained Earnings Account balance is decreased by any
losses allocated to the Retained Earnings Account.

8.6h - Allocation of Net Income.  The owners shall periodically review
the financial status of the Cooperative and determine the profit or loss for
each period according to GAAP methods. The positive or negative Accounting
Net Income of the Cooperative shall be allocated annually among the Internal
Capital Accounts, after payment of corporate tax, dividends on capital stock,
and the cash portion of Patronage Dividends.
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8.6i - Compliance with Tax Rules. All allocations of net income or loss
shall be made in compliance with all applicable tax laws and regulations and
with the Cooperative’s written tax policy.

Section 8.7 - Net losses. No portion of a net operating loss realized by
the Cooperative shall be allocated to owners. The patronage portion of such
losses shall be carried forward to offset patronage-sourced income of
subsequent years. The non-patronage portion of such losses shall be carried
back and forward to offset non-patronage-sourced income of prior and
subsequent years as required or permitted under federal income tax law.

Article IX: Notice

Section 9.1 - Notice. Any notice required under these bylaws shall be
deemed delivered when transmitted by electronic means or deposited in the
United States mail, postage prepaid, with names and addresses as they
appear in the records of the Cooperative. An inadvertent failure to post notice
as required in these by-laws shall not affect the validity of the meeting.

Section 9.2 - Waiver of notice. Any notice of a meeting required under
these bylaws may be waived in writing at any time before or after the
meeting for which notice is required. The attendance of any person at a
meeting shall constitute a waiver of notice of the meeting except where the
person attends for the express purpose of objecting to the transaction of
business because the meeting is not lawfully convened.

Article X: Interpretation and Amendment of
By-laws

Section 10.1 - Interpretation. The Steering Circle shall have the power,
with or without advice of legal counsel, to interpret these bylaws, apply them
to particular circumstances, and adopt policies in furtherance of them,
provided that all such actions are reasonable and consistent with these
by-laws.

Section 10.2 - Severability. In the event that any provision of these bylaws
is determined to be invalid or unenforceable under any statute or rule of law,
then such provision shall be deemed inoperative to such extent and shall be
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deemed modified to conform with such statute or rule of law without
affecting the validity or enforceability of any other provision of these by-laws.

Section 10.3 - Amendment. These bylaws may be amended or replaced at
a meeting of owners, provided that the proposed amendments are stated or
fully described in the notice of the meeting at which the amendments are to
be adopted.

Patronage Dividend Consent Provision

The Internal Revenue Code section referred to in by-law section 10.3
generally requires each person receiving a patronage dividend to include the
amount of such distribution in the owner's gross income in the taxable year in
which it is received. Under bylaw section 9.4, mere acceptance or retention of
ownership in the Cooperative constitutes consent to such inclu sion in taxable
income, including the portion of the patronage dividend that is retained by
the Cooperative for its capital needs.

The general rule for inclusion in income of patronage dividends is,
however, subject to an exception that is applicable to consumer cooperatives.
Under that exception, a patronage dividend is not required to be included in
gross income if the owner's purchases from a cooperative are related to
"personal, living or family items." A patronage dividend would therefore be
taxable to an owner only if the owner's purchases related to the operation of a
trade or business or other income-producing activities.
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