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1 An Act relating to business entities, based on revisions related 

2 to the Iowa business corporation Act, including addition of a 

3 savings clause and addition of provisions related to director 

4 and officer liability, duty, and indemnification for certain 
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insurance companies and indemnification for cooperative 

associations. 
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S.F. H.F. 

1 Section 1. Section 490.1701, Code 2003, is amended by 

2 adding the following new unnumbered paragraph: 

3 NEW UNNUMBERED PARAGRAPH. A corporation organized under 

4 chapter 496C may voluntarily elect to adopt the provisions of 

5 this chapter by complying with the provisions prescribed by 

6 subsection 3. 

7 Sec. 2. Section 490.1701, subsection 3, paragraph b, Code 

8 2003, is amended to read as follows: 

9 b. The instrument shall be delivered to the secretary of 

10 state for filing and recording in the secretary of state's 

11 office7-8fto. If the corporation was organized under chapter 

12 176, 524, or 533, the instrument shall also be filed and 

13 recorded in the office of the county recorder. The 

14 corporation shall at the time it files the instrument with the 

15 secretary of state deliver also to the secretary of state for 

• 

16 filing in the secretary of state's office any biennial report • 

17 which is then due. 

18 If the county of the initial registered office as stated in 

19 the instrument for a corporation organized under chapter 176, 

20 524, or 533 is one which is other than the county where the 

21 principal place of business of the corporation, as designated 

22 in its articles of incorporation, was located, the corporation 

23 shall forward to the county recorder of the county in which 

24 the principal place of business of the corporation was located 

25 a copy of the instrument and the corporation shall forward to 

26 the recorder of the county in which the initial registered 

27 office of the corporation is located, in addition to a copy of 

28 the original instrument, a copy of the articles of 

29 incorporation of the corporation together with all amendments 

30 to them as then on file in the secretary of state's office. 

31 The corporation shall, through an officer or director, certify 

32 to the secretary of state that a copy has been sent to each 

33 applicable county recorder, including the date each copy was 

34 sent. 

35 Sec. 3. Section 490.1703, subsection 1, Code 2003, is 
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1 amended to read as follows: 

2 1. Except as provided in subsection 2, the repeal of a 

3 statute by 1989 Iowa Acts, chapter 288, and the amendment or 

4 repeal of a statute by 2002 Iowa Acts, chapter 1154, does not 

5 affect: 

6 a. The operation of the statute or any action taken under 

7 it before its amendment or repeal. 

8 b. Any ratification, right, remedy, privilege, obligation, 

9 or liability acquired, accrued, or incurred under the statute 

10 before its amendment or repeal. 

11 c. Any violation of the statute, or any penalty, 

12 forfeiture, or punishment incurred because of the violation, 

13 before its amendment or repeal. 

14 d. Any proceeding, reorganization, or dissolution 

15 commenced under the statute before its amendment or repeal, 

16 and the proceeding, reorganization, or dissolution may be 

17 completed in accordance with the statute as if it had not been 

18 amended or repealed. 

19 Sec. 4. Section 490A.707, Code 2003, is amended to read as 

20 follows: 

21 490A.707 LIMITATION OF LIABILITY OF MANAGERS. 

22 The articles of organization may contain a provision 

23 eliminating or limiting the personal liability of a manager to 

24 the limited liability company or to its members or of the 

25 members with whom the management of the limited liability 

26 company is vested pursuant to section 490A.702, to the limited 

27 liability company or to its members for mO~~~8ry money damages 

28 £or-breaeh-o£-£±dHe±8ry-dH~Y for any action taken, or any 

29 failure to take action, as a manager or a member with whom 

30 management of the limited liability company is vested, ±£-~h~ 

31 ~ro~±~±oft-doe~-fto~-el±m±fta~~-or-l±m±~-~h~-1±8b±1±~y-o£-8 

32 m8~89~r-or-a-m~mb~r-w±~h-whom-maft89~m~~~-o£-~h~-1±m±~~d 

33 l±ab±l±~y-eom~afty-±~-~e~~~d-£or except for liability for any 

34 of the following: 

35 1. Br~aeh-o£-~h~-m8~89~r~~-or-m~mb~r~~-dH~y-o£-loy81~y-~o 
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1 ~he-i±m±~ed-i±8b±i±~y-eem~8fty-er-~e-±~s-member~ The amount of 

2 a financial benefit received by a manager or member to which 

3 the manager or member is not entitled. 

4 2. Ae~~-er-em±s~±eft~-fte~-±ft-geed-£8±~h-er-wh±eh-±ft~ei~e 

5 ±ft~eft~±eftai-m±~eeftdtle~-er-8-~fteW±ftg-~±ei8~±eft-e£-i8w An 

6 intentional infliction of harm on the limited liability 

7 company or its members. 

8 3. ~raft~8e~±eft-£rem-wh±eh-~he-ma"ager-er-member-der±~e~-8ft 

9 ±m~re~er-~er~eftai-befte£±~-er-8-Wreftg£tli-d±~~r±btl~±eft-±ft 

10 ~±ei8~±eft-e£-~ee~±eft A violation of section 490A.807. 

11 4. An intentional violation of criminal law. 

12 A provision shall not eliminate or limit the liability of a 

13 manager or member with whom management of the limited 

14 liability company is vested for an act or omission occurring 

15 prior to the date when the provision in the articles of 

16 organization becomes effective. 

17 Sec. 5. Section 491.5, subsection 8, Code 2003, is amended 

18 by striking the subsection and inserting in lieu thereof the 

19 following: 

20 8. Any provision eliminating or limiting the personal 

21 liability of a director to the corporation or its shareholders 

22 or members for money damages as provided in section 490.202, 

23 subsection 2, paragraph "d ll , except that section 490.202, 

24 subsection 2, paragraph "d ll , subparagraph (3), shall have no 

25 application. 
26 Sec. 6. Section 491.5, Code 2003, is amended by adding the 

27 following new subsection: 

28 NEW SUBSECTION. 9. Any provision permitting or making 

29 obligatory indemnification of a director as provided in 

30 section 490.202, subsection 2, paragraph He", except that 

31 section 490.202, subsection 2, paragraph "ell, subparagraph 

32 (3), shall have no application. 
33 Sec. 7. NEW SECTION. 491.16A DIRECTORS AND OFFICERS --

34 DUTIES AND LIABILITIES. 

35 Sections 490.830 through 490.842 apply to corporations 
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organized under or subject to this chapter. 

Sec. 8. Section 496C.14, unnumbered paragraph 7, Code 

2003, is amended to read as follows: 

Notwithstanding the foregoing provisions of this section, 

purchase by the corporation is not required upon the 

occurrence of any event other than death of a shareholder if 

the corporation is dissolved or voluntarily elects to adopt 

the provisions of the Iowa business corporation Act, as 

provided in section 490.1701, subsection 2, within sixty days 

after the occurrence of the event. The articles of 

11 incorporation or bylaws may provide that purchase is not 
12 required upon the death of a shareholder if the corporation is 

13 dissolved within sixty days after the death. Notwithstanding 

14 the foregoing provisions of this section, purchase by the 

15 corporation is not required upon the death of a shareholder, 

16 if the corporation voluntarily elects to adopt the provisions 

17 of the Iowa business corporation Act, as provided in section 

18 490.1701, subsection 2, within sixty days after death. 

19 Sec. 9. Section 496C.16, Code 2003, is amended to read as 

20 follows: 

21 496C.16 MANAGEMENT. 

22 All directors of a professional corporation and all 

23 officers of a professional corporation except assistant 

24 officers, shall at all times be individuals who are licensed 

25 to practice in this state a profession which the corporation 

26 is authorized to practice. No-pe~~o~-who-~~-~o~-%~ee~~ed 

27 ~ha%%-have-a~y-atl~ho~~~y-o~-dtl~~e~-~~-~he-ma~ageme~~-o~ 

28 eo~~~o%-o£-~he-eo~po~a~~o~.--f£-a~y-d±~ee~o~-o~-a~y-o££±ee~ 

29 eea~e~-~o-have-~h±~-~tla%±£±ea~±o~,-~he-d±~ee~o~-o~-o££±ee~ 

30 ~ha%%-±mmed±a~e%y-a~d-atl~oma~±ea%%y-eea~e-~o-ho%d-~he 

31 d±~ee~o~~h±p-o~-o££±ee. However, upon the occurrence of any 

32 event that requires the corporation either to be dissolved or 

33 to elect to adopt the provisions of the Iowa business 

34 corporation Act, as provided in section 496C.19, provided the 

35 corporation ceases to practice the profession that the 
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1 corporation is authorized to practice, as provided in section 

2 496C.19, then individuals who are not licensed to practice in 

3 this state a profession that the corporation is authorized to 

4 practice may be appointed as officers and directors for the 

5 sole purpose of carrying out the dissolution of the 

6 corporation or, if applicable, the voluntary election of the 

7 corporation to adopt the provisions of the Iowa business 

8 corporation Act, as provided in section 496C.19. 

9 Sec. 10. Section 496C.19, Code 2003, is amended to read as 

10 follows: 

11 496C.19 DISSOLUTION OR LIQUIDATION. 

12 Violation of any provision of this chapter by a 

13 professional corporation or any of its shareholders, 

14 directors, or officers shall be cause for its involuntary 

15 dissolution, or liquidation of its assets and business by the 

• 

16 district court, as provided in the Iowa business corporation • 
17 Act, chapter 490. Upon the death of the last remaining 

18 shareholder of a professional corporation, or whenever the 

19 last remaining shareholder is not licensed or ceases to be 

20 licensed to practice in this state a profession which the 

21 corporation is authorized to practice, or whenever any person 

22 other than the shareholder of record becomes entitled to have 

23 all shares of the last remaining shareholder of the 

24 corporation transferred into that person's name or to exercise 

25 voting rights, except as a proxy, with respect to such shares, 

26 the corporation shall not practice any profession and it shall 

27 either be promptly dissolved or shall promptly elect to adopt 

28 the provisions of the Iowa business corporation Act, as 

29 provided in section 490.1701, subsection 2. However, if prior 

30 to such dissolution all outstanding shares of the corporation 

31 are acquired by one or more persons licensed to practice in 

32 this state a profession which the corporation is authorized to 

33 practice, the corporation need not be dissolved and may 

34 practice the profession as provided in this chapter. 

35 Sec. 11. Section 497.33, Code 2003, is amended to read as 
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follows: 

497.33 PERSONAL LIABILITY. 

Except as otherwise provided in this chapter, a director, 

officer, employee, or member of the corporation is not liable 

on the corporation's debts or obligations and a director, 

officer, member, or other volunteer is not personally liable 

in that capacity, for a claim based upon aft-aee-er-em±~~±eft-e£ 

ehe-~~r~eft-~~r£erm~d any action taken, or any failure to take 
action in the discharge of the person's duties, except for a 

br~aeh-e£-ehe-dttey-e£-ieyaiey-ee-eh~-eerperae±eft7-£er-aee~-er 

em±~~±eft~-ftee-±ft-geed-£a±eh-er-wh±eh-±ft~ei~~ the amount of a 

financial benefit received by the person to which the person 

is not entitled, an intentional infliction of harm on the 

14 association or its members, or an intentional m±~eeftdttee-er 

15 kfteW±ft9 violation of eh~ criminal law7-er-£er-a-eraft~aee±eft 

16 £rem-wh±eh-eh~-per~eft-d~r±~~~-aft-±m~re~~r-~~r~eftai-b~ft~£±e • 

17 Sec. 12. Section 498.35, Code 2003, is amended to read as 
18 follows: 

19 498.35 PERSONAL LIABILITY. 

20 Except as otherwise provided in this chapter, a director, 

21 officer, employee, or member of the association is not liable 

22 on the association's debts or obligations and a director, 
23 officer, member, or other volunteer is not personally liable 

24 in that capacity, for a claim based upon aft-aee-er-em±~~±eft-e£ 

25 eh~-~er~eft-~~r£erm~d any action taken, or any failure to take 

26 action in the discharge of the person's duties, except for a 

27 br~aeh-e£-ehe-dttey-e£-ieyaiey-ee-eh~-a~~ee±ae±eft7-£er-aee~-er 

28 em±~~±eft~-ftee-±ft-geed-£a±eh-er-wh±eh-±ft~ei~e the amount of a 

29 financial benefit received by the person to which the person 

30 is not entitled, an intentional infliction of harm on the 

31 association or its members, or an intentional m±~eeftdttee-er 

32 kftew±ft9 violation of eh~ criminal law7-er-£er-a-eraft~aee±eft 

33 £rem-wh±eh-ehe-p~r~eft-der±~e~-aft-±m~re~er-per~eftai-befte£±e . 

34 Sec. 13. Section 499.37, Code 2003, amended to read as 
35 follows: 
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1 499.37 OFFICERS AND EMPLOYEES. 

2 1. The board of directors of the association shall select 

3 £rom-~"e±r-owft-ftttmber-8-~re~±deft~7-0fte-Or-more-~±ee 

4 ~re8±deft~~7-8-~eere~8ry-~re8~ttrer-or-8-~eere~8rY-8ftd-8 

5 ~re88ttrer the association's officers as provided in its 

6 articles of incorporation or bylaws, and shall fill vacancies 

7 in such offices. The articles of incorporation or bylaws 

8 shall delegate to an officer the responsibility for all of the 

9 following: 

10 a. Preparing minutes of meetings of the directors and the 

11 shareholders. 

12 b. Authenticating the association's records. 

13 2. Unless the association's articles of incorporation or 

14 bylaws otherwise provide, 88±d the association's officers 

15 shall be-e"o~eft serve for annual terms beginning at the close 

16 of the first regular meeting of members in each year. 

17 ~"e-d±ree~Or8-~"8%%-8%~O-e"008e-8ftd-m8y-remo~e-~tte"-o~"er 

18 o££±eer8-8ftd-em~%oyee8-8~-~"ey-deem-~ro~er7-or-a~-~he-8r~±e%e~ 

19 or-by%8W8-m8y-~re~er±be. 

20 Sec. 14. Section 499.59, Code 2003, is amended to read as 

21 follows: 

22 499.59 PERSONAL LIABILITY. 

23 Except as otherwise provided in this chapter, a director, 

24 officer, employee, or member of the association is not liable 

25 on the association's debts or obligations, and a director, 

26 officer, member, or other volunteer is not personally liable 

27 in that capacity, for a claim based upon 8ft-8e~-Or-om±~~±oft-O£ 

28 ~"e-~er~oft-~er£ormed any action taken, or any failure to take 

29 action in the discharge of the person's duties, except for 8 

30 bre8e"-O£-~"e-dtt~y-o£-%oy8%~y-~O-~"e-8~~Oe±8~±Oft7-£Or-ae~~-or 

31 om±~8±Oft8-ftO~-±ft-good-£8±~"-Or-w"±e"-±ft~o%~e the amount of a 

32 financial benefit received by the person to which the person 

33 is not entitled, an intentional infliction of harm on the 

34 association or its members, or an intentional m±~eoftdtte~-or 

35 kftow±ftg violation of ~"e criminal law7-or-£or-8-~r8ft~8e~±Oft 
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1 £rem-whieh-~he-~er~eft-deri~e~-8ft-im~re~er-~er~eft81-~efte£i~. 

2 Sec. 15. Section 501.407, Code 2003, is amended to read as 

3 follows: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

501.407 PERSONAL LIABILITY -- INDEMNIFICATION. 

1. The articles may contain a provision eliminating or 

limiting the personal liability of a director, officer, or 

interest holder of the cooperative for mefte~8ry money damages 

for ~re8eh-e£-8-£idtlei8ry-dtl~y any action taken, or any 

failure to take action as a director, officer, or interest 

holder, ~re~ided-~h8~-~he-~re~i~ieft-dee~-fto~-elimift8~e-or 

limi~ except liability for any of the following: 

i. a. A-~re8eh-e£-~he-dtl~y-e£-ley81~y-~e-~he-eee~er8~i~e 

er-i~~-ift~ere~~-holder~ An intentional infliction of harm on 

the cooperative or its members. 

z. b. Aft-6e~-er-emi~~ieft-fte~-ift-geed-£8i~h-er-whieh 

ift~ol~es-ift~eft~ieft61-miseeftdtle~-er-8-~ftewiftg An intentional 

violation of criminal law. 

3. c. A-~r8ft~8e~ieft-£rem-whieh-~he-diree~er7-e££ieer7-er 

ift~ere~~-holder-deri~e~-6ft-im~ro~er-~er~oft8i-befte£i~ The 

amount of a financial benefit received by the person to which 
the person is not entitled. 

22 4. d. An act or omission occurring prior to the date when 

23 the provision in the articles becomes effective. 

24 2. The articles may contain a provision permitting or 

25 making obligatory indemnification of a director or officer for 

26 liability, as defined in section 501.411, to any person for 

27 any action taken, or any failure to take any action, as a 

28 director or officer, except liability for any of the 
29 following: 

30 a. Receipt of a financial benefit to which the person is 

31 not entitled. 

32 b. An intentional infliction of harm on the corporation or 

33 its shareholders . 

34 c. An intentional violation of criminal law. 

35 Sec. 16. Section 501.411, Code 2003, is amended to read as 

-8-
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1 follows: 

2 501.411 DEFINITIONS. 

3 As used in this part, unless the context otherwise 

4 requires: 

5 1. "Cooperative" includes any domestic or foreign 

6 predecessor entity of a cooperative in a merger or-o~"er 

7 ~raft~ae~±oft-±ft-w"±e"-~"e-predeee~~or~~-ex±~~eftee-eea~ed-tlpoft 

8 eoft~tlmma~±oft-o£-~"e-~raft~ae~±oft. 

9 2. "Director" or "officer" means an individual who is or 

10 was a director or officer, respectively, of a cooperative or 
11 aft-±ftd±~±dtla~ who, while a director or officer of a the 

12 cooperative, is or was serving at the cooperative's request as 

13 a director, officer, partner, trustee, employee, or agent of 

14 another £oreigft-or domestic or foreign cooperative, 

15 corporation, partnership, joint venture, trust, employee 

16 benefit plan, or other eft~erpr±~e entity. A director or 

17 officer is considered to be serving an employee benefit plan 

18 at the cooperative's request if the director's or officer's 

19 duties to the cooperative also impose duties on, or otherwise 

20 involve services by, that director or officer to the plan or 

21 to participants in or beneficiaries of the plan. "Director" 

22 or "officer" includes, unless the context requires otherwise, 

23 the estate or personal representative of a director or 

24 officer. 

25 3. "Disinterested director" means a director who at the 

26 time of a vote referred to in section 501.414, subsection 3, 

27 or a vote or selection referred to in section 501.416, 

28 subsection 2 or 3, is not either of the following: 

29 a. A party to the proceeding. 

30 b. An individual having a familial, financial, 

31 professional, or employment relationship with the director 

32 whose indemnification or advance for expenses is the subject 

33 of the decision being made, which relationship would in the 

34 circumstances, reasonably be expected to exert an influence on 

35 the director's judgment when voting on the decision being 
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1 made. 

2 3. 4. "Expenses" includes counsel fees. 

3 4. 5. "Liability" means the obligation to pay a judgment, 

4 settlement, penalty, fine, including an excise tax assessed 

5 with respect to an employee benefit plan, or reasonable 

6 expenses incurred with respect to a proceeding. 

7 5. 6. "Official capacity" means: 

8 a. When used with respect to a director, the office of 

9 director in a cooperative. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

b. When used with respect to an ±~d±~±dttal-o~ner-~na~-a 

d±ree~or officer, as contemplated in section 501.417, the 

office in a cooperative held by the officer or-~ne-em~loyme~~ 

or-age~ey-rela~±o~~n±~-tt~der~ake~-ey-~ne-em~loyee-or-age~~-o~ 

eenal£-o£-~ne-eoo~era~±~e. 

"Official capacity" does not include service for any other 

£ore±g~-or domestic or foreign cooperative or any corporation, 

partnership, joint venture, trust, employee benefit plan, or 

other e~~er~r±~e entity. 

6. 7. "Party" ±~elttde~ means an individual who was, is, or 

is threatened to be made a ~amed defendant or respondent in a 

proceeding. 

22 T. 8. "Proceeding" means any threatened, pending, or 

23 completed action, suit, or proceeding, whether civil, 

24 criminal, administrative, or investigative and whether formal 

25 or informal. 

26 Sec. 17. Section 501.412, Code 2003, is amended to read as 

27 follows: 

28 501.412 AB~HeRf~¥-~e-fNBEMNfP¥ PERMISSIBLE 

29 INDEMNIFICATION. 

30 1. Except as otherwise provided in ~tte~ee~±oft-4 this 

31 section, a cooperative may indemnify an individual made who is 

32 a party to a proceeding because the individual is or-wa~ a 

33 director against liability incurred in the proceeding if all 

34 either of the following apply: 

35 a. All of the following a:e:ely: 
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1 8. 1!l The individual acted in good faith. 

2 b. ~ The individual reasonably believed ~±ener-o~-ene 

3 £O~~OW±"9: 

4 t~t ~ In the case of conduct in the individual's 

5 official capacity w±en-en~-eoo~~r8e±~~, that the individual's 

6 conduct was in the eoo~~r8e±~~~~ best interests of the 

7 cooperative. 

8 t~t 1El In all other cases, that the individual's conduct 

9 was at least not opposed to the eoo~~r8e±~~~~ best interests 

10 of the cooperative. 

11 e. ill In the case of any criminal proceeding, the 

12 individual had no reasonable cause to believe the individual's 

13 conduct was unlawful. 

14 b. The individual engaged in conduct for which broader 

15 indemnification has been made permissible or obligatory under 

16 a provision of the articles of organization as authorized by 

17 section 501.407, subsection 2. 

18 2. A director's conduct with respect to an employee 

19 benefit plan for a purpose the director reasonably believed to 

20 be in the interests of the participants in and beneficiaries 

21 of the plan is conduct that satisfies the requirement of 

22 subsection 1, paragraph ubu "a", subparagraph (2)L 

23 subparagraph subdivision (b). 

24 3. The termination of a proceeding by judgment, order, 

25 settlement, conviction, or upon a plea of nolo contendere or 

26 its equivalent is not, of itself, determinative that the 

27 director did not meet the relevant standard of conduct 

28 described in this section. 

29 4. A Unless ordered by a court pursuant to section 

30 501.415, subsection 1, paragraph "C", a cooperative shall not 

31 indemnify a director tt"d~r-en±~-~eee±o" in either of the 

32 following circumstances: 

33 a. In connection with a proceeding by or in the right of 

34 the cooperativeL ±"-wn±en-en~-d±r~eeor-wa8-adjttd9~d-~±8b~~-eo 

35 en~-eoo~~r8e±~~ except for reasonable expenses incurred in 
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1 connection with the proceeding if it is determined that the 

2 director has met the relevant standard of conduct under 

3 subsection 1, paragraph "a". 

4 b. In connection with any o~"er proceeding e"arg±ftg 

5 ±m~ro~er-~er~oftal-hefte£±~-~o-~"e-d±ree~or7-w"e~"er-or-ftO~ 

6 ±ftvolv±ftg-ae~±oft-±ft-~"e-d±ree~or~~-o££±e±al-ea~ae±~Y7-±ft with 

7 respect to conduct for which the director was adjudged liable 

8 on the basis that ~er~oftal the director received a financial 

9 benefit wa~-±m~ro~erly-reee±ved-hy-~"e-d±ree~or to which the 

10 director was not entitled, whether or not involving action in 

11 the director's official capacity. 

12 5~--Tftdemft±£±ea~±oft-~erm±~~ed-~ftder-~"±~-~ee~±oft-±ft 

13 eoftftee~±oft-w±~"-a-~roeeed±ftg-hy-or-±ft-~"e-r±g"~-o£-t"e 

14 eoo~era~±ve-±~-1±m±~ed-~o-rea~oftahle-ex~eft~e8-±fte~rred-±ft 

15 eoftftee~±oft-w±~"-~"e-~roeeed±ftg~ 

16 Sec. 18. Section 501.413, Code 2003, is amended to read as 

17 follows: 
18 501.413 MANDATORY INDEMNIFICATION. 

19 Eftle~~-1±m±~ed-hy-±~~-ar~±ele8-o£-a~~oe±a~±oft7-a A 

20 cooperative shall indemnify a director who was wholly 

21 successful, on the merits or otherwise, in the defense of any 

22 proceeding to which the director was a party because the 

23 director is or was a director of the cooperative aga±ft~~ 

24 rea~oftahle-ex~eft~e~-±fte~rred-hy-~"e-d±ree~or-±ft-eoftftee~±Oft 

25 w±t"-~"e-~roeeed±ftg. 

26 Sec. 19. Section 501.414, Code 2003, is amended to read as 

27 follows: 

28 

29 

30 

31 

32 

33 

34 

35 

501.414 ADVANCE FOR EXPENSES. 

1. A cooperative may, before final disposition of a 

proceeding, advance funds to pay for or reimburse the 

reasonable expenses incurred by a director who is a party to a 

proceeding ±ft-advaftee-o£-£±ftal-d±8~08±~±Oft-o£-~"e-~roeeed±ftg 

because the person is a director if afty-o£ the person delivers 

all of the following a~~1±e8 to the cooperative: 

a. ~"e-d±ree~or-£~rft±~"e~-~"e-eoo~era~±ve-a A written 
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1 affirmation of the director's good faith belief that either 

2 the director has met the relevant standard of conduct 

3 described in section 501.412 or that the proceeding involves 

4 conduct for which liability has been eliminated under a 

5 provision of the articles of organization as authorized by 

6 section 501.407, subsection 1. 

7 b. The d~ree~or-£tlrft~~~e~-~~e-eoo~er6~~~e-6 director's 

8 written undertaking7-exeetl~ed-~er~oftaiiy-or-oft-~~e-d~ree~or~~ 

9 be~ai£7 to repay ~~e-ad~aftee-i£ any funds advanced if the 
10 director is not entitled to mandatory indemnification under 

11 section 501.413 and it is ultimately determined that the 

12 director d~d-fto~-mee~-~~e has not met the relevant standard of 

13 conduct described in section 501.412. 

14 e.--A-de~erm~fta~~Oft-~~-made-~tlr~tlaft~-~O-~ee~~oft-5ei.4i6 

15 ~~a~-~~e-£ae~~-~~eft-kftowft-~o-~~o~e-m6k~ftg-~~e-de~erm~fta~~oft 

16 wOtlid-fto~-~reeitlde-~ftdemft~£~ea~~oft-tlftder-~~~~-~ar~. 

17 2. The undertaking required by subsection 1, paragraph 

18 "b", must be an unlimited general obligation of the director 

19 but need not be secured and may be accepted without reference 

20 to the financial ability of the director to make repayment. 

21 3. Be~ermifta~~oft~-aftd-atl~~or~za~~oft~-o£-~aymeft~s 

22 Authorizations under this section shall be made ~ft-~~e-maftfter 

23 ~~ee~£~ed-~ft-~ee~~oft-5ei.4i6. according to either of the 

24 following: 

25 a. By the board of directors, according to one of the 

26 following: 

27 (1) If there are two or more disinterested directors, by a 

28 majority vote of all the disinterested directors, a majority 

29 of whom shall for such purpose constitute a quorum, or by a 

30 majority of the members of a committee of two or more 

31 disinterested directors appointed by such a vote. 

32 (2) If there are fewer than two disinterested directors, 
33 if a quorum is present when the vote is taken, by the 

34 affirmative vote of a majority of the directors present, 

35 unless the articles or bylaws require the vote of a greater 

-13-

• 

• 

• 



• 

• 

• 

S.F. H.F • 

1 number of directors, in which authorization directors who do 

2 not qualify as disinterested directors may participate. 

3 b. By the members; but voting interests owned by or voted 

4 under the control of a director who at the time does not 

5 gualify as a disinterested director shall not be voted on the 

6 authorization. 
7 Sec. 20. Section 501.415, Code 2003, is amended to read as 

8 follows: 

9 
10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

501.415 COURT-ORDERED INDEMNIFICATION. 

1. B~~e~~-~-eoo~er~~~ve~~-~r~~e~e~-o£-~~~oe~~~~o~-~rov~de 

o~herw~~e7-~ ~ director o£-~he-eoo~er~~~ve who is a party to a 
proceeding because the person is a director may apply £or 

~~dem~~£~e~~~o~ to the court conducting the proceeding or to 

another court of competent jurisdiction for indemnification or 

an advance for expenses. e~ After receipt of an application, 

~he-eottr~ and after giving any notice the court considers 

necessary m~y-order, the court shall proceed according to the 

following: 

a. Order indemnification if ~~ the court determines e~~her 

o£-~he-£o~~ow~~g~ that the 

~.--~he director is entitled to mandatory indemnification 

under section 501.4137-~~-wh~eh-e~~e-~he-eottr~-~h~~~-~~~o 

order-~he-eoo~er~~~ve-~o-~~y-~he-d~ree~or~~-re~~o~~b~e 

expe~~e~-±~ettrred-~o-ob~~~~-eottr~-ordered-~~dem~~£±e~~~o~. 

z.--~he-d~ree~or-~~-£~~r~y-~~d-re~~o~~b~y-e~~~~~ed-~o 

~~dem~~£~e~~~o~-~~-v~ew-o£-~~~-~he-re~ev~~~-e±rettm~~~~ee~7 

whe~her-or-~o~-~he-d~ree~or-me~-~he-~~~~d~rd-o£-eo~dtte~-~e~ 

£or~h-~~-~ee~~o~-5e~.4~z-or-w~~-~d;ttdged-~~~b~e-~~-de~er~bed 

~~-~ee~~o~-5e~.4~Z7-~ttb~ee~~o~-47-btt~-~£-~he-d~ree~or-w~~ 

~d;tldged-~o-~~~b~e-~he-d±ree~or~~-±~dem~±£±e~~~o~-±~-~±m~~ed 

31 ~o-re~~o~~b~e-expe~~e~-±~etlrred. 

32 b. Order indemnification or advance for expenses if the 

33 court determines that the director is entitled to 

34 indemnification or advance for expenses pursuant to a 

35 provision authorized by section 501.419, subsection 1. 
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1 c. Order indemnification or advance for expenses if the 

2 court determines, in view of all the relevant circumstances, 

3 that it is fair and reasonable to do one of the following: 

4 (I) To indemnify the director. 

5 (2) To advance expenses to the director, even if the 

6 director has not met the relevant standard of conduct set 

7 forth in section 501.412, subsection 1, failed to comply with 

8 section 501.414, or was adjudged liable in a proceeding 

9 referred to in subsection 501.412, subsection 4, paragraph "a" 

10 or lib", but if the director was adjudged so liable the 

11 director's indemnification shall be limited to reasonable 

12 expenses incurred in connection with the proceeding. 

13 2. If the court determines that the director is entitled 

14 to indemnification under subsection 1, paragraph "a", or to 

15 indemnification or advance for expenses under subsection 1, 

16 paragraph "b", the court shall also order the cooperative to 

17 pay the director's reasonable expenses incurred in connection 

18 with obtaining court-ordered indemnification or advance for 

19 expenses. If the court determines that the director is 

20 entitled to indemnification or advance for expenses under 

21 subsection 1, paragraph "C", the court may also order the 

22 cooperative to pay the director's reasonable expenses to 

23 obtain court-ordered indemnification or advance for expenses. 

24 Sec. 21. Section 501.416, Code 2003, is amended to read as 

25 follows: 

26 501.416 DETERMINATION AND AUTHORIZATION OF 

27 INDEMNIFICATION. 

28 1. A cooperative shall not indemnify a director under 

29 section 501.412 unless authorized ±ft-~~~ for a specific e8~~ 

30 proceeding after a determination has been made that 

31 indemnification of the director is permissible ±ft-~~~ 

32 e±re~m~~8fte~~ because the director has met the relevant 

33 standard of conduct set forth in section 501.412. 

34 2. The determination shall be made by 8ftY one of the 

35 following: 
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6 

7 

8 

9 
10 

11 

12 

13 

14 

15 

16 

17 
18 

19 

20 

21 

22 

23 

24 

25 
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a. By-~he-bo8rd-o£-d±ree~ors-by-m8;or±~y-~o~e-O£-8-~~or~m 

eOfts±s~±ft~-o£-d±ree~orS-ftO~-8~-~he-~±me-p8r~±es-~o-~he 

proeeed±ft~ If there are two or more disinterested directors, 

by the board of directors by a majority vote of all the 

disinterested directors, a majority of whom shall for such 

purpose constitute a quorum, or by a majority of the members 

of a committee of two or more disinterested directors 

appointed by such a vote. 
b.--Y£-8-q~or~m-e8ftftO~-be-ob~8±fted-~ftder-p8r8~r8ph-uau,-by 

m8;or±ey-voee-o£-a-eommieeee-d~~y-desi~ft8eed-by-~he-board-o£ 

direeeors,-±ft-wh±eh-de~±~ftae±oft-diree~ors-who-are-pare±e~-m8y 

p8re±e±paee,-eofts±~e±ft~-~o~e~y-o£-ewo-or-more-d±reeeor~-ftoe-a~ 

ehe-~±me-par~±e~-~o-~he-proeeed±ft~. 

e. b. By special legal counsel. 

(1) The special legal counsel shall be selected by-ehe 

b08rd-o£-d±reeeor~-or-±e~-eomm±eeee in the manner preser±bed 

described in paragraph "a" or-ubu • 

(2) If a-~~ortlm-o£-ehe-bo8rd-o£ there are fewer than two 

disinterested directors e8ftftoe-be-obea±fted-tlftder-para~raph-uau 

aftd-a-eommieeee-eaftftoe-be-de~±~ftaeed-~ftder-para~raph-ubu,-ehe 

special legal counsel shall be selected by ma;or±ey-~oee-o£ 

the £tl~~ board of directors, in which selection directors who 

8re-pare±e~ do not gualify as disinterested directors may 

participate. 

d. c. By the members, but voting interests owned by or 

26 voted under the control of d±reeeor~ a director who 8re at the 

27 time p8reie~-eo-ehe-proeeed±ft~ does not gualify as a 

28 disinterested director shall not be voted on the 

29 determination. 

30 3. Authorization of indemnification 8ftd-e~8~~8e±Oft-8~-~O 

31 re8~Oft8b~eftess-o£-expeftses shall be made in the same manner as 

32 the determination that indemnification is permissible, except 

33 that if there are fewer than two disinterested directors or if 

• 34 the determination is made by special legal counsel, 
35 authorization of indemnification aftd-eva~tlaeioft-as-~o 
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1 rea8oftab~efte8S-0£-eX~eft8e8 shall be made by those entitled 

2 under subsection 2, paragraph lle ll "b", to select special legal 

3 counsel. 

4 Sec. 22. Section 501.417, Code 2003, is amended to read as 

5 follows: 

6 501.417 INDEMNIFICATION OF OFFICERS7-EMP~e¥EES7-ANB 

7 ASEN~S. 

8 Bft~e88-a-eoo~era~±~e~s-ar~±e~e8-o£-as8oe±a~±oft-~ro~±de 

9 o~herw±8e7-a~~-o£-~he-£e~~ow±ft~-a~~~y~ 

10 ~.--Aft-o££±eer-o£-~he-eoo~era~±~e-who-±8-ftO~-a-d±ree~or-±8 

11 eft~±~~ed-~o-maftda~ory-±ftdemft±£±ea~±Oft-Hftder-8ee~±oft-5e~.4~37 

12 aftd-±8-eft~±~~ed-~o-a~~~y-£or-eoHr~-ordered-±ftdemft±£±ea~±Oft 

13 Hftder-8ee~±oft-5e~.4~57-±ft-eaeh-ease-~o-~he-8ame-eX~eft~-a8-a 

14 d±ree~or. 

15 z. 1. ~he A cooperative may indemnify and advance expenses 

16 under this part to an officer7-em~~oyee7-or-a~eft~ of the 

17 cooperative who is fto~-a-d±ree~or-~o a party to the proceeding 

18 because the person is an officer, according to both of the 

19 following: 

20 a. To the same extent as to a director. 

21 3. b. A-eoe~era~±~e-may-a~80-±ftdemft±£y-aftd-ad~aftee 

22 eX~eft8e8-~O-aft-o££±eer7-em~~oyee7-or-a~eft~-who-±8-ftO~-a 

23 d±ree~or-~o-~he-ex~eft~-eOft8±8~eft~-w±~h-~aw-~ha~ If the person 

24 is an officer but not a director, to such further extent as 

25 may be provided by ±~s the articles of association, the 

26 bylaws, ~eftera~-or-s~ee±£±e-ae~±oft a resolution of ±~8 the 

27 board of directors, or contract, except for either of the 

28 following: 

29 (1) Liability in connection with a proceeding by or in the 

30 right of the cooperative other than for reasonable expenses 

31 incurred in connection with the proceeding. 

32 (2) Liability arising out of conduct that constitutes any 

33 of the following: 

34 (a) Receipt by the officer of a financial benefit to which 

35 the officer is not entitled. 
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1 (b) An intentional infliction of harm on the cooperative 

2 or the interest holders. 

3 (c) An intentional violation of criminal law. 

4 2. The provisions of subsection 1, paragraph "b", shall 

5 apply to an officer who is also a director if the basis on 

6 which the officer is made a party to a proceeding is an act or 

7 omission solely as an officer. 

8 3. An officer of a cooperative who is not a director is 

9 entitled to mandatory indemnification under section 501.413, 

10 and may apply to a court under section 501.415 for 

11 indemnification or an advance for expenses, in each case to 

12 the same extent to which a director may be entitled to 

13 indemnification or an advance for expenses under those 

14 provisions. 

15 Sec. 23. Section 501.418, Code 2003, is amended to read as 

16 follows: 

17 501.418 INSURANCE. 

18 A cooperative may purchase and maintain insurance on behalf 

19 of an individual who is er-we~ a director, or officer, 

20 @m~~ey@@,-er-eg@ft~ of the cooperative, or who, while a 

21 director, or officer,-@m~~eye@,-er-eg@ft~ of the cooperative, 

22 ±~-er-we~-~@r~±ftg serves at the r@qtt@~~-e£-~h@-eee~ere~±~@ 

23 cooperative's request as a director, officer, partner, 

24 trustee, employee, or agent of another £er@±gft-er domestic or 

25 foreign cooperative, corporation, partnership, joint venture, 

26 trust, employee benefit plan, or other @ft~@r~r±~@ entity, 

27 against liability asserted against or incurred by that 

28 individual in that capacity or arising from the individual's 

29 status as a director, or officer, @m~~ey@@,-er-egeft~, whether 

30 or not the cooperative would have power to indemnify or 

31 advance expenses to that individual against the same liability 

32 under ~@e~±eft-5a~~4~~-er-5a~~4~3 this part. 

33 Sec. 24. Section 501.419, Code 2003, is amended to read as 

34 follows: 

35 501.419 VARIATION BY CORPORATE ACTION -- APPLICATION OF 
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1 THIS PART. 

2 Exee~~-~~-iimi~ed-i~-~ee~io~-59i~4i%7-~ttb~ee~io~-47 

3 ~~r~gra~h-llall7-~~d-~ttbsee~±o~-5-wi~h-re~~ee~-~o-~roeeedi~g~-by 

4 or-i~-~he-righ~-o£-~he-eoo~er~~i~e7-~he-±ndemni£ie~~±on-~nd 

5 ad~~~eemen~-o£-ex~ense~-~ro~ided-bY7-or-gr~n~ed-~ttr~tt~n~-~o7 

6 see~ion~-59%~4%%-~hrottgh-59i~4%8-~re-no~-exei~~i~e-o£-~ny 

7 o~her-righ~~-~o-whieh-~er~on~-seek±~g-±~demn±£±e~~ion-or 

8 ad~aneemen~-o£-ex~e~~es-are-en~i~ied-ttnder-a-~ro~±~ion-±n-~he 

9 ar~ieies-o£-~ssoe±a~ion-or-byiaw~7-~greemen~~7-~o~e-o£-~he 

10 member~-or-di~in~ere~~ed-diree~or~7-or-o~herwi~e7-bo~h-a~-~o 

11 ~e~±o~-i~-~-~erso~~s-o££iei~i-e~~~ei~y-~~d-~~-~o-~e~io~-in 

12 ~~o~her-e~~~e±~y-whiie-ho%ding-~he-o££iee~--Howe~er7-~tteh 

13 ~ro~±s±on~7-agreeme~~~7-~o~e~7-or-o~her-~e~ions-~h~ii-no~ 

14 ~ro~ide-±ndemn±£±e~~ion-£or-~-breaeh-o£-~-diree~or~s-d~~y-o£ 

15 ioyai~y-~o-~he-eoo~er~~i~e-or-i~~-±n~eres~-ftoider~7-£or-~e~~ 

16 or-omi~~ion~-~o~-in-good-£ai~h-or-wh±eh-i~~oi~e-in~en~ionai 

17 mi~eo~dtle~-or-knowing-~ioi~~ion-o£-~he-i~w7-or-£or-~ 

18 ~ran~~e~io~-£rom-whieh-~he-~er~on-~eeki~g-indem~i£ie~~ion 

19 deri~e~-~~-im~ro~er-~er~on~i-be~e£i~~ 

20 1. A cooperative may, by a provision in its articles of 

21 organization or bylaws or in a resolution adopted or a 

22 contract approved by its board of directors or members, 

23 obligate itself in advance of the act or omission giving rise 

24 to a proceeding to provide indemnification in accordance with 

25 section 501.412 or advance funds to pay for or reimburse 

26 expenses in accordance with section 501.414. Any such 

27 obligatory provision shall be deemed to satisfy the 

28 reguirements for authorization referred to in section 501.414, 

29 subsection 3, and in section 501.416, subsection 3. Any such 

30 provision that obligates the cooperative to provide 

31 indemnification to the fullest extent permitted by law shall 

32 be deemed to obligate the cooperative to advance funds to pay 

33 for or reimburse expenses in accordance with section 501.414 

34 to the fullest extent permitted by law, unless the provision 

35 specifically provides otherwise. 
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2. Any provision pursuant to subsection 1 shall not 

obligate the cooperative to indemnify or advance expenses to a 

director of a predecessor of the cooperative, pertaining to 

conduct with respect to the predecessor, unless otherwise 

specifically provided. Any provision for indemnification or 

advance for expenses in the articles of organization, bylaws, 

or a resolution of the board of directors or members of a 

predecessor of the cooperative in a merger or in a contract to 

which the predecessor is a party, existing at the time the 

merger takes effect, shall be governed by section 501.618, 

subsection 3. 

3. A cooperative may, by a provision in its articles of 

organization, limit any of the rights to indemnification or 

advance for expenses created by or pursuant to this part. 

4. This part does not limit a cooperative's power to pay 

or reimburse expenses incurred by a director or an officer in 

connection with the director's or officer's appearance as a 

18 witness in a proceeding at a time when the director or officer 

19 is not a party. 

20 5. This part does not limit a cooperative's power to 

21 indemnify, advance expenses to, or provide or maintain 

22 insurance on behalf of an employee or agent. 

23 Sec. 25. NEW SECTION. 501.420 EXCLUSIVITY. 

24 A cooperative may provide indemnification or advance 

25 expenses to a director or an officer only as permitted by this 

26 chapter. 

27 EXPLANATION 

28 This bill applies changes made during the 2002 Legislative 

29 Session to provisions regarding director and officer duties, 

30 liability, and indemnification in Code chapter 490 to similar 

31 provisions in Code chapter 491, which is the older corporation 

32 law in Iowa under which Iowa mutual insurance companies and 

33 mutual insurance holding companies are organized; Code chapter 

34 490A, regarding limited liability companies; Code chapter 

35 496C, regarding professional corporations; Code chapters 497, 
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1 498, 499, and 501, regarding various types of cooperative 

2 associations. The bill also makes related additional changes 

3 to Code chapter 490, as well as amending the savings provision 

4 in Code section 490.1703 with regard to the passage of the 

5 2002 amendments to the Iowa business corporation Act. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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S.F. H.F. ----

1 Section 1. Section 490.1701, Code 2003, is amended by 

2 adding the following new unnumbered paragraph: 

3 NEW UNNUMBERED PARAGRAPH. A corporation organized under 

4 chapter 496C may voluntarily elect to adopt the provisions of 

5 this chapter by complying with the provisions prescribed by 
6 subsection 3. 

7 Sec. 2. Section 490.1701, subsection 3, paragraph b, Code 

8 2003, is amended to read as follows: 

9 b. The instrument shall be delivered to the secretary of 

10 state for filing and recording in the secretary of state's 

11 office,-sfto. If the corporation was organized under -chapter 

12 176, 524, or 533, the instrument shall also be filed and 

13 recorded in the office of the county recorder. The 

14 corporation shall at the time it files the instrument with the 

15 secretary of state deliver also to the secretary of state for 

16 filing in the secretary of state's office any biennial report 

17 which is then due. 

18 If the county of the initial registered office as stated in 

19 the instrument for a corporation organized under chapter 176, 
20 524, or 533 is one which is other than the county where the 

21 principal place of business of the corporation, as designated 

22 in its articles of incorporation, was located, the corporation 

23 shall forward to the county recorder of the county in which 

24 the principal place of business of the corporation was located 

25 a copy of the instrument and the corporation shall forward to 

26 the recorder of the county in which the initial registered 

27 office of the corporation is located, in addition to a copy of 
28 the original instrument, a copy of the articles of 

29 incorporation of the corporation together with all amendments 

30 to them as then on file in the secretary of state's office. 

31 The corporation shall, through an officer or director, certify 

32 to the secretary of state that a copy has been sent to each 

33 applicable county recorder, including the date each copy was 

34 sent. 

35 Sec. 3. Section 490.1703, subsection 1, Code 2003, is 
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1 amended to read as follows: 
2 1. Except as provided in subsection 2, the repeal of a 

3 statute by 1989 Iowa Acts, chapter 288, and the amendment or 
4 repeal of a statute by 2002 Iowa Acts, chapter 1154, does not 

5 affect: 
6 a. The operation of the statute or any action taken under 

7 it before its amendment or repeal. 
8 b. Any ratification, right, remedy, privilege, obligation, 

9 or liability acquired, accrued, or incurred under the statute 

10 before its amendment or repeal. 
11 c. Any violation of the statute, or any penalty, 
12 forfeiture, or punishment incurred because of the violation, 
13 before its amendment or repeal. 

14 d. Any proceeding, reorganization, or dissolution 

15 commenced under the statute before its amendment or repeal, 
16 and the proceeding, reorganization, or dissolution may be 

17 completed in accordance with the statute as if it had not been 

18 amended or repealed. 

19 Sec. 4. Section 491.5, subsection 8, Code 2003, is amended 
20 by striking the subsection and inserting in lieu thereof the 
21 following: 

22 8. Any provision eliminating or limiting the personal 

23 liability of a director to the corporation or its shareholders 

24 or members for money damages as provided in section 490.202, 

25 subsection 2, paragraph lid", except that section 490.202, 
26 subsection 2, paragraph "d", subparagraph (3), shall have no 
27 application. 

28 Sec. 5. Section 491.5, Code 2003, is amended by adding the 
29 following new subsection: 

30 NEW SUBSECTION. 9. Any prov~s~on permitting or making 

31 obligatory indemnification of a director as provided in 
32 section 490.202, subsection 2, paragraph "ell, except that 

33 section 490.202, subsection 2, paragraph He", subparagraph 
34 (3), shall have no application. 

35 Sec. 6. NEW SECTION. 49l.l6A DIRECTORS AND OFFICERS --
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1 DUTIES AND LIABILITIES. 

2 Sections 490.830 through 490.842 apply to corporations 
3 organized under or subject to this chapter. 

4 Sec. 7. Section 496C.14, unnumbered paragraph 7, Code 
5 2003, is amended to read as follows: 
6 

7 
Notwithstanding the foregoing provisions of this section, 

purchase by the corporation is not required upon the 

8 occurrence of any event other than death of a shareholder if 
9 the corporation is dissolved or voluntarily elects to adopt 

10 the provisions of the Iowa business corporation Act, as 
11 provided in section 490.1701, subsection 2, within sixty days 
12 after the occurrence of the event. The articles of 

13 incorporation or bylaws may provide that purchase is not 

14 required upon the death of a shareholder if the corporation is 
15 dissolved within sixty days after the death. Notwithstanding 

16 the foregoing provisions of this section, purchase by the 

17 corporation is not required upon the death of a shareholder, 
18 if the corporation voluntarily elects to adopt the provisions 
19 of the Iowa business corporation Act, as provided in section 
20 490.1701, subsection 2, within sixty days after death. 

21 Sec. 8. Section 496C.16, Code 2003, is amended to read as 

22 follows: 

23 496C.16 MANAGEMENT. 

24 All directors of a professional corporation and all 
25 officers of a professional corporation except assistant 
26 officers, shall at all times be individuals who are licensed 

27 to practice in this state a profession which the corporation 
28 is authorized to practice. No-~e~~o~-who-i~-~o~-iice~~ed 

29 ~haii-ha~e-a~y-8tt~ho~i~y-o~-dH~ie~-i~-~he-maftagemefte-o~ 

30 cofte~oi-o£-ehe-co~~o~aeioft~--%£-8fty-di~eceo~-o~-afty-o££ice~ 

31 cea~e~-eo-ha~e-~hi~-qHaii£±C8e±Oft7-ehe-d±~eceo~-o~-o££±ce~ 

32 ~haii-±mmed±8teiy-8ftd-aHtomat±caiiy-cea~e-to-hoid-the 
33 d±rector~hi~-or-o££ice~ However, upon the occurrence of any 
34 event that requires the corporation either to be dissolved or 

35 to elect to adopt the provisions of the Iowa business 
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1 corporation Act, as provided in section 496C.19, provided the 

2 corporation ceases to practice the profession that the 

3 corporation is authorized to practice, as provided in section 

4 496C.19, then individuals who are not licensed to practice in 
S this state a profession that the corporation is authorized to 

6 practice may be appointed as officers and directors for the 
7 sole purpose of carrying out the dissolution of the 
8 corporation 
9 corporation 

10 corporation 

11 Sec. 9. 
12 follows: 

or, if applicable, the voluntary election of the 

to adopt the provisions of the Iowa business 
Act, as provided in section 496C.19. 

Section 496C.19, Code 2003, is amended to read as 

13 496C.19 DISSOLUTION OR LIQUIDATION. 
14 Violation of any provision of this chapter by a 
15 professional corporation or any of its shareholders, 

16 directors, or officers shall be cause for its involuntary 

17 dissolution, or liquidation of its assets and business by the 

18 district court, as provided in the Iowa business corporation 

19 Act, chapter 490. Upon the death of the last remaining 

20 shareholder of a professional corporation, or whenever the 

21 last remaining shareholder is not licensed or ceases to be 
22 licensed to practice in this state a profession which the 
23 corporation is authorized to practice, or whenever any person 

24 other than the shareholder of record becomes entitled to have 
25 all shares of the last remaining shareholder of the 

26 corporation transferred into that person's name or to exercise 

27 voting rights, except as a proxy, with respect to such shares, 

28 the corporation shall not practice any profession and it shall 
29 either be promptly dissolved or shall promptly elect to adopt 

30 the provisions of the Iowa business corporation Act, as 

31 provided in section 490.1701, subsection 2. However, if prior 
32 to such dissolution all outstanding shares of the corporation 

33 are acquired by one or more persons licensed to practice in 

34 this state a profession which the corporation is authorized to 

3S practice, the corporation need not be dissolved and may 
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1 practice the profession as provided in this chapter. 

2 Sec. 10. Section 497.33, Code 2003, is amended to read as 
3 follows: 

4 497.33 PERSONAL LIABILITY. 

5 Except as otherwise provided in this chapter, a director, 
6 officer, employee, or member of the corporation is not liable 
7 on the corporation's debts or obligations and a director, 

8 officer, member, or other volunteer is not personally liable 

9 in that capacity, for a claim based upon 8n-8c~-or-omi~eion-er 
10 ~he-~ereon-perrermed any action taken, or any failure to take 

11 action in the discharge of the person's duties, except for 8 
12 bre8ch-er-~he-dH~y-o£-%ey8%~y-~o-~he-cor~or8~ion7-£or-ec~s-or 

13 omieeione-ne~-in-~ood-£8i~h-or-which-invo%ve the amount of a 
14 financial benefit received by the person to which the person 

15 is not entitled, an intentional infliction of harm on the 

16 association or its members, or an intentional mi~condttc~-or 

17 knowing violation of ~he criminal law7-or-£or-8-~r8neae~ion 

18 rrom-which-~he-~ereon-deri~ee-an-im~ro~er-~ereone%-bene£i~. 

19 Sec. 11. Section 498.35, Code 2003, is amended to read as 
20 follows: 
21 498.35 PERSONAL LIABILITY. 

22 Except as otherwise provided in this chapter, a director, 

23 officer, employee, or member of the association is not liable 

24 on the association's debts or obligations and a director, 
25 officer, member, or other volunteer is not personally liable 

26 in that capacity, for a claim based upon 8n-ac~-or-omi~eion-e£ 
27 ~he-~ereon-per£ormed any action taken, or any failure to take 
28 action in the discharge of the person's duties, except for 8 

29 breach-o£-~he-dtt~y-o£-%oya%~y-~o-~he-associ8~ion7-£or-ec~s-or 

30 omiesione-ne~-in-good-£8i~h-or-which-in~o~ve the amount of a 
31 financial benefit received by the person to which the person 

32 is not entitled, an intentional infliction of harm on the 

33 association or its members, or an intentional mi~eondtte~-or 

34 knowin~ violation of ~he criminal law7-or-£or-a-~rane8e~ion 
35 £rom-which-~he-person-deri~es-an-improper-~ersona%-bene£i~. 
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1 Sec. 12. Section 499.59, Code 2003, is amended to read as 

2 follows: 

3 499.59 PERSONAL LIABILITY. 

4 Except as otherwise provided in this chapter, a director, 
5 officer, employee, or member of the association is not liable 
6 on the association's debts or obligations, and a director, 

7 officer, member, or other volunteer is not personally liable 
8 in that capacity, for a claim based upon aft-ae~-or-omi~~ioft-o£ 
9 ~h~-p~r~oft-p~r£orm~d any action taken, or any failure to take 

10 action in the discharge of the person's duties, except for a 

11 br~aeh-o£-~h~-dH~y-o£-~oya~~y-~o-~n~-assoeia~ioft7-£Or-ae~s-or 
12 omi~~ioft~-fto~-ift-good-£ai~h-or-whien-ift~o~~~ the amount of a 
13 financial benefit received by the person to which the person 
14 is not entitled, an intentional infliction of harm on the 

15 association or its members, or an intentional mi~eoftdHe~-Or 

16 kftowiftg violation of ~h~ criminal law7-or-£or-a-~raftsae~ioft 

17 £rom-wnieh-~n~-p~r~oft-d~ri~~~-aft-impro~~r-p~r~ofta~-b~ft~£i~. 

18 Sec. 13. Section 501.407, Code 2003, is amended to read as 
19 follows: 

20 501.407 PERSONAL LIABILITY -- INDEMNIFICATION. 

21 1. The articles may contain a provision eliminating or 
22 limiting the personal liability of a director, officer, or 
23 interest holder of the cooperative for moft~~ary money damages 

24 for br~aeh-o£-a-£idHeiary-dH~y any action taken, or any 

25 failure to take action as a director, officer, or interest 

26 holder, pro~id~d-~ha~-~h~-pro~i~ioft-does-fto~-~~imifta~~-or 
27 ~~mi~ except liability for any of the following: 
28 ~~ a. A-br~aeh-o£-~h~-dH~y-o£-%oya~~y-~o-~h~-eee~era~i~~ 

29 or-i~~-~ft~~r~~~-ho~d~r~ An intentional infliction of harm on 
30 the cooperative or its members. 

31 z. b. Aft-ae~-or-em~~~~oft-fto~-ift-good-£ai~h-or-whieh 

32 ift~e~~~~-ift~eft~iofta%-m~~eoftdHe~-er-a-kftewiftg A violation of 
33 criminal law. 

34 3. c. A-~raftsae~ioft-£rem-whieh-~he-diree~or7-o££ieer7-or 

35 ift~ere~~-ho%der-deri~e~-aft-impro~er-~ersofta~-b~fte£i~ The 
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1 amount of a financial benefit received by the person to which 

2 the person is not entitled. 
3 4. d. An act or omission occurring prior to the date when 
4 the provision in the articles becomes effective. 

5 2. The articles may contain a provision permitting or 
6 making obligatory indemnification of a director for liability, 
7 as defined in section 501.411, to any person for any action 

8 taken, or any failure to take any action, as a director, 

9 except liability for any of the following: 
10 a. Receipt of a financial benefit to which the person is 

11 not entitled. 
12 b. An intentional infliction of harm on the corporation or 

13 its shareholders. 
14 c. An intentional violation of criminal law. 

15 Sec. 14. Section 501.411, Code 2003, is amended to read as 

16 follows: 

17 501.411 DEFINITIONS. 

18 As used in this part, unless the context otherwise 

19 requires: 
20 1. "Cooperative" includes any domestic or foreign 
21 predecessor entity of a cooperative ±ft-a-mer~er-or-o~~er 

22 ~raftsae~±oft-±ft-w~±e~-~~e-predeeessorLs-ex±s~eftee-eeased-HPOft 

23 eonsHmma~±on-o£-~~e-~ransae~±oft. 

24 2. "Director" or "officer" means an individual who is or 

25 was a director or officer, respectively, of a cooperative or 
26 aft-±nd±~±dHa~ who, while a director or officer of a the 
27 cooperative, is or was serving at the cooperative's request as 
28 a director, officer, partner, trustee, employee, or agent of 

29 another £ore±9n-or domestic or foreign cooperative, 

30 corporation, partnership, joint venture, trust, employee 

31 benefit plan, or other en~erpr±se entity. A director or 

32 officer is considered to be serving an employee benefit plan 

33 at the cooperative's request if the director's or officer's 

34 duties to the cooperative also impose duties on, or otherwise 
35 involve services by, that director or officer to the plan or 
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1 to participants in or beneficiaries of the plan. "Dire~tor" 

2 or "officer " includes, unless the context requires otherwise, 

3 the estate or personal representative of a director or 

4 officer. 

5 3. "Disinterested director" means a director who at the 

6 time of a vote referred to in section 501.414, subsection 3, 

7 or a vote or selection referred to in section 501.416, 

8 subsection 2 or 3, is not either of the following: 

9 a. A party to the proceeding. 

10 b. An individual having a familial, financial, 

11 professional, or employment relationship with the director 

12 whose indemnification or advance for expenses is the subject 

13 of the decision being made, which relationship would in the 

14 circumstances, reasonably be expected to exert an influence on 

15 the director's judgment when voting on the decision being 

16 made. 

17 3T 4. "Expenses" includes counsel fees. 

18 4T 5. "Liability" means the obligation to pay a judgment, 

19 settlement, penalty, fine, including an excise tax assessed 

20 with respect to an employee benefit plan, or reasonable 

21 expenses incurred with respect to a proceeding. 

22 5T 6. "Official capacity" means: 

23 a. When used with respect to a director, the office of 

24 director in a cooperative. 

25 b. When used with respect to an i~di~id~a%-o~her-~ha~-a 

26 d±ree~or officer, as contemplated in section 501.417, the 

27 office in a cooperative held by the officer or-~he-em~%oyme~~ 

28 or-age~ey-re%a~±o~~h±~-~~der~ake~-by-~he-em~%oyee-or-age~~-o~ 

29 beha%£-o£-~he-eoo~ere~i~e. 

30 "Official capacity" does not include service for any other 

31 £oreig~-or domestic or foreign cooperative or any corporation, 

32 partnership, joint venture, trust, employee benefit plan, or 

33 other e~~er~r±~e entity. 

34 6T 7. "Party" ±~e3:~de~ means an individual who was, is, or 

35 is threatened to be made a ~emed defendant or respondent in a 
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1 proceeding. 

2 q7 8. "Proceeding" means any threatened, pending, or 

3 completed action, suit, or proceeding, whether civil, 

4 criminal, administrative, or investigative and whether formal 

5 or informal. 

6 Sec. 15. Section 501.412, Code 2003, is amended to read as 
7 follows: 
8 501.412 Aa~HeR~~¥-~e-~N9EMN~P¥ PERMISSIBLE 
9 INDEMNIFICATION. 

10 1. a. Except as otherwise provided in ~~o~ee~±on-~ this 

11 section, a cooperative may indemnify an individual made who is 

12 a party to a proceeding because the individual is or-W8~ a 

13 director against liability incurred in the proceeding if a%% 

14 either of the following a~~%y applies in full: 

15 87 i!l The individual acted in good faith. 
16 07 1ll The individual reasonably believed e±~ner all of 

17 the following: 

18 tit ~ In the case of conduct in the individual's 
19 official capacity w±~n-~ne-eoo~era~±~e, that the individual's 

20 conduct was in the eoo~era~±~e~~ best interests of the 

21 cooperative. 
22 tzt 1El In all other cases, that the individual's conduct 
23 was at least not opposed to the eoo~era~±~e~~ best interests 
24 of the cooperative. 
25 e7 1£l In the case of any criminal proceeding, the 
26 individual had no reasonable cause to believe the individual's 

27 conduct was unlawful. 
28 b. The individual engaged in conduct for which broader 

29 indemnification has been made permissible or obligatory under 

30 a provision of the articles of organization as authorized by 

31 section 501.407, subsection 2. 
32 2. A director's conduct with respect to an employee 
33 benefit plan for a purpose the director reasonably believed to 
34 be in the interests of the participants in and beneficiaries 

35 of the plan is conduct ~hat satisfies the requirement of 
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1 subsection 1, paragraph BbB "a", subparagraph (2)L 

2 subparagraph subdivision (b). 

3 3. The termination of a proceeding by judgment, order, 

4 settlement, conviction, or upon a plea of nolo contendere or 

5 its equivalent is not, of itself, determinative that the 

6 director did not meet the relevant standard of conduct 

7 described in this section. 
8 4. A Unless ordered by a court pursuant to section 

9 501.415, subsection 1, paragraph "C", a cooperative shall not 

10 indemnify a director tt~der-~b~~-~ee~~o~ in either of the 

11 following circumstances: 

12 a. In connection with a proceeding by or in the right of 

13 the cooperativeL ~~-wb~eb-~be-d~ree~or-wa~-ad;ttd~ed-i~abie-~o 

14 ~be-eoo~era~~~e except for reasonable expenses incurred in 

15 connection with the proceeding if it is determined that the 

16 director has met the relevant standard of conduct under 

17 subsection 1, paragraph "a". 

18 b. In connection with any o~ber proceeding ebar~~~g 

19 ±m~ro~er-~er~o~ai-be~e~±~-~o-~be-d±ree~or7-wbe~ber-or-~o~ 

20 ~~~oi~±~~-ae~±o~-~~-~be-d±ree~or~~-o~~±e±ai-ea~ae±~Y7-±~ with 
21 respect to conduct for which the director was adjudged liable 

22 on the basis that ~er~o~ai the director received a financial 

23 benefit wa~-~m~ro~eriy-reee±~ed-by-~be-d±ree~or to which the 

24 director was not entitled, whether or not involving action in 

25 the director's official capacity. 

26 5.--i~dem~~~~ea~±o~-~erm±~~ed-ttftder-~h±s-see~±oft-±ft 

27 eo~~ee~±o~-w~~h-a-~roeeed±~~-by-or-~~-~he-r~~h~-o~-~be 

28 eoo~era~~~e-±~-i±m±~ed-~o-reasoftabie-expeftses-±~ettrred_±~ 

29 eo~~ee~±o~-w±~h-~he-~roeeed±~~. 

30 Sec. 16. Section 501.413, Code 2003, is amended to read as 
31 follows: 

32 501.413 MANDATORY INDEMNIFICATION. 

33 e~ies~-i±m~~ed-by-~~~-ar~±eies-o~-assoe±a~±o~7-a A 

34 cooperative shall indemnify a director who against reasonable 

35 expenses incurred by the director in connection with the 
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1 proceeding in which the director was wholly successful, on the 

2 merits or otherwise, in the defense of any proceeding to which 

3 the director was a party because the director is or was a 

4 director of the cooperative 8g8±ft~e-re8~Oft8bie-ex~eft~e~ 
5 ±ftetlrred-by-ehe-d±reeeor-±ft-eoftfteee±oft-w±eh-ehe-~roeeed±ftg. 

6 Sec. 17. Section 501.414, Code 2003, is amended to read as 

7 follows: 
8 501.414 ADVANCE FOR EXPENSES. 

9 1. A cooperative may, before final disposition of a 

10 proceeding, advance funds to pay for or reimburse the 
11 reasonable expenses incurred by a director who is a party to a 

12 proceeding ±ft-8d~8ftee-O£-£±ft8i-d±~~o~±e±oft-o£-ehe-~roeeed±ftg 
13 because the person is a director if 8fty-O£ the person delivers 
14 all of the following 8~pi±e~ to the cooperative: 
15 a. ~he-d±reeeor-£tlrft±~he~-ehe-eooper8e±~e-8 ~ written 

16 affirmation of the director's good faith belief that either 

17 the director has met the relevant standard of conduct 

18 described in section 501.412 or that the proceeding involves 

19 conduct for which liability has been eliminated under a 
20 provision of the articles of organization as authorized by 

21 section 501.407, subsection 1. 

22 b. The d±reeeor-£tlrft±~he~-ehe-eooper8e±~e-8 director's 

23 written undertaking,-exeetleed-~er~oft8iiy-or-oft-ehe-d±reeeor~~ 

24 beh8i£, to repay ehe-8d~8ftee-±£ any funds advanced if the 
25 director is not entitled to mandatory indemnification under 

26 section 501.413 and it is ultimately determined that the 

27 director d±d-ftoe-meee-ehe has not met the relevant standard of 

28 conduct described in section 501.412. 

29 e7--A-deeerm±ft8e±Oft-±~-m8de-~tlr~tl8fte-eO-seee±oft-59%74%6 

30 eh8e-ehe-£8ee~-eheft-kftowft-eo-ehose-m8k±ftg-ehe-deeerm±ft8e±Oft 

31 wOtl%d-ftoe-preeitlde-±ftdemft±£±e8e±Oft-tlftder-eh±~-p8re7 

32 2. The undertaking required by subsection 1, paragraph 

33 "b", must be an unlimited general obligation of the director 

34 but need not be secured and may be accepted without reference 

35 to the financial ability of the director to make repayment. 
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1 3. Be~ermifta~iofts-aftd-8H~horiza~iofts-O£-~8ymeft~S 

2 Authorizations under this section shall be made ift-~he-maftfter 

3 s~ee~£ied-ift-~ee~~oft-5e%.4%6. according to either of the 

4 following: 
5 a. By the board of directors, according to one of the 

6 following: 
7 (1) TWO OR MORE DISINTERESTED DIRECTORS. By a majority 

8 vote of all the disinterested directors, a majority of whom 

9 shall for such purpose constitute a quorum, or by a majority 
10 of the members of a committee of two or more disinterested 

11 directors appointed by such a vote. 
12 (2) FEWER THAN TWO DISINTERESTED DIRECTORS. If a quorum 

13 is present when the vote is taken, by the affirmative vote of 

14 a majority of the directors present, unless the articles or 

15 bylaws require the vote of a greater number of directors, in 

16 which authorization directors who do not qualify as 

17 disinterested directors may participate. 

18 b. By the members, but voting interests owned by or voted 

19 under the control of a director who at the time does not 

20 qualify as a disinterested director shall not be voted on the 

21 authorization. 

22 Sec. 18. Section 501.415, Code 2003, is amended to read as 

23 follows: 

24 501.415 COURT-ORDERED INDEMNIFICATION. 

25 1. eft%ess-a-eoo~ere~iye~s-ar~ie%es-o£-assoeia~ioft-~roYide 

26 o~herwise7-a ~ director o£-ehe-eoo~ereeiye who is a party to a 

27 proceeding because the person is a director may apply £or 

28 iftdemft±£±ea~ioft to the court conducting the proceeding or to 

29 another court of competent jurisdiction for indemnification or 

30 an advance for expenses. 9ft After receipt of an application, 

31 ~he-eoHr~ and after giving any notice the court considers 

32 necessary may-order, the court shall proceed according to the 

33 following: 

34 a. Order indemnification if ±~ the court determines eieher 

35 o£-ehe-£o%%oW±ft~~ that the 
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1 ~.--~he director is entitled to mandatory indemnification 

2 under section 501.413,-±~-wft±eh-ease-~fte-eo~~~-sft~~~-a%so 

3 orde~-~fte-eoo~e~a~±ve-~o-~ay-~fte-d±~ee~o~~s-~easo~ab~e 

4 ex~e~ses-±~e~~~ed-~o-ob~a±~-eott~~-o~de~ed-±~dem~±£±ea~±o~. 

5 %.--~fte-d±~ee~o~-±s-£a±~%y-a~d-~easo~~b%y-e~~±~%ed-~o 

6 ±~dem~±£±e~~±o~-±~-v±ew-o£-~~%-~he-~e%eva~~-e±re~ms~a~ees, 

7 whe~fter-o~-~o~-~fte-d±~ee~o~-me~-~he-s~a~da~d-o£-eo~dtte~-se~ 

8 £o~~b-±~-see~±o~-5e~.4~%-o~-was-ad;~dged-~±ab~e-as-dese~±bed 

9 ±~-see~±o~-5e~.4~%,-s~bsee~±o~-4,-b~~-±£-~fte-d±~ee~o~-was 

10 ad;~dged-so-~±ab~e-~fte-d±~ee~o~~s-±~dem~±£±ea~±o~-±s-~±m±~ed 

11 ~o-~easo~ab~e-ex~e~ses-±~e~~~ed. 

12 b. Order indemnification or advance for expenses if the 

13 court determines that the director is entitled to 

14 indemnification or advance for expenses pursuant to a 

15 provision authorized by section 501.419, subsection 1. 

16 c. Order indemnification or advance for expenses if the 

17 court determines, in view of all the relevant circumstances, 

18 that it is fair and reasonable to do one of the following: 

19 (1) To indemnify the director. 

20 (2) To advance expenses to the director, even if the 

21 director has not met the relevant standard of conduct set 

22 forth in section 501.412, subsection 1, failed to comply with 

23 section 501.414, or was adjudged liable in a proceeding 

24 referred to in subsection 501.412, subsection 4, paragraph "a" 
25 or "btl, but if the director was adjudged so liable the 

26 director's indemnification shall be limited to reasonable 

27 expenses incurred in connection with the proceeding. 

28 2. If the court determines that the director is entitled 

29 to indemnification under subsection 1, paragraph "a", or to 

30 indemnification or advance for expenses under subsection 1, 

31 paragraph "b", the court shall also order the cooperative to 

32 pay the director's reasonable expenses incurred in connection 

33 with obtaining court-ordered indemnification or advance for 

34 expenses. If the court determines that the director is 

35 entitled to indemnification or advance for expenses under 
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1 subsection 1, paragraph "c", the court may also order the 

2 cooperative to pay the director's reasonable expenses to 

3 obtain court-ordered indemnification or advance for expenses. 

4 Sec. 19. Section 501.416, Code 2003, is amended to read as 

5 follows: 
6 501.416 DETERMINATION AND AUTHORIZATION OF 

7 INDEMNIFICATION. 

8 1. A cooperative shall not indemnify a director under 

9 section 501.412 unless authorized ~ft-~he for a specific ea~e 
10 proceeding after a determination has been made that 

11 indemnification of the director is permissible ~ft-~he 

12 e~re~m~taftee~ because the director has met the relevant 

13 standard of conduct set forth in section 501.412. 

14 2. The determination shall be made by afty one of the 

15 following: 
16 a. By-~he-boara-o£-a~ree~or~-by-ma;or~~y-~o~e-o£-a-q~or~m 

17 eoft~~~tiftg-o£-a~ree~or~-fto~-a~-the-t~me-par~~e~-~o-the 

18 proeeeaiftg If there are two or more disinterested directors, 

19 by the board of directors by a majority vote of all the 

20 disinterested directors, a majority of whom shall for such 

21 purpose constitute a quorum, or by a majority of the members 
22 of a committee of two or more disinterested directors 

23 appointed by such a vote. 
24 b.--f£-a-q~or~m-eaftfto~-be-obta~ftea-~ftaer-paragraph-llall,-by 

25 ma;ority-~ote-o£-a-eomm~ttee-a~iy-ae~~gftatea-by-the-boara-o£ 

26 a~reetor~,-~ft-wh~eh-ae~~gftat~oft-a~reetor~-who-are-part~e~-may 

27 part~e~pate,-eoft~~~t~ftg-~oieiy-o£-two-or-more-a~reetor~-ftot-at 

28 the-t~me-part~e~~to-the-proeeea~ftg. 

29 e. b. By special legal counsel. 

30 (1) The special legal counsel shall be selected by-the 
31 boara-o£-a~reetor~-or-~t~-eomm~ttee in the manner pre~er~bea 

32 described in paragraph "a" or-llbll • 

33 (2) If a-q~or~m-o£-~he-boara-o£ there are fewer than two 
34 disinterested directors eaftftot-be-ob~a~ftea-~ftder-paragraph-Uall 

35 aftd-a-eomm~ttee-eaftftot-be-de~~gftated-~ftder-paragraph-llbll,-the 
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1 special legal counsel shall be selected by ma;or~~y-~o~e-or 

2 the rH%% board of directors, in which selection directors who 

3 are-par~~e~ do not gualify as disinterested directors may 

4 participate. 

5 d. c. By the members, but voting interests owned by or 

6 voted under the control of d~ree~or~ a director who are at the 

7 time par~~e~-~o-~he-proeeed~ftg does not qualify as a 

8 disinterested director shall not be voted on the 

9 determination. 

10 3. Authorization of indemnification aftd-e~a~Ha~~Oft-a~-~o 

11 rea~oftab~efte~~-or-expeft~e~ shall be made in the same manner as 

12 the determination that indemnification is permissible, except 

13 that if there are fewer than two disinterested directors or if 

14 the determination is made by special legal counsel, 

15 authorization of indemnification aftd-e~a~Ha~~Oft-a~-~o 

16 rea~oftab~efte~~-o£-expeft~e~ shall be made by those entitled 

17 under subsection 2, paragraph ~eu "b", to select special legal 

18 counsel. 

19 Sec. 20. Section 501.417, Code 2003, is amended to read as 

20 follows: 

21 501.417 INDEMNIFICATION OF OFFICERS7-BMP~eYEES7-ANe 

22 A9EN~S. 

23 Bft~e~~-a-eoopera~i~e~~-ar~ie~e~-or-a~~oeia~ioft-pro~~de 

24 o~herwi~e7-a~~-o£-~ne-£o~~owiftg-app~y~ 

25 ~.--Aft-o££ieer-o£-~ne-eoopera~~~e-who-~~-fto~-a-d~ree~or-~~ 

26 eft~i~~ed-~o-maftda~ory-~ftdemft~r~ea~~Oft-Hftder-see~~oft-59~ •• ~37 

27 aftd-~~-eft~i~%ed-~o-app~y-£or-eoHr~-ordered-~ftdemfti£iea~~Oft 

28 Hftder-~ee~~oft-59~.4~57-~ft-eaeh-ea~e-~o-~he-~ame-ex~eft~-a~-a 

29 diree~or. 

30 %. 1. ~he A cooperative may indemnify and advance expenses 

31 under this part to an officer7-emp~oyee7-or-ageft~ of the 

32 cooperative who is fto~-a-diree~or-~o a party to the proceeding 

33 because the person is an officer, according to both of the 

34 following: 

35 a. To the same extent as to a director. 
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1 3~ b. A-eee~ere~~ve-mey-e~~e-~~dem~~£y-e~d-edve~ee' 

2 ex~e~~e~-~e-e~-e££~eer,-em~~eyee,-er-ege~~-whe-~~-~e~-e 

3 d~ree~er-~e-~he-ex~e~~-ee~~~~~e~~-w~~h-~ew-~he~ If the person 
4 is an officer but not a director, to such further extent as 

5 may be provided by ~~~ the articles of association, the 
6 bylaws, ge~ere~-er-~~eei£±e-ee~±e~ a resolution of ±~~ the 
7 board of directors, or contract, except for either of the 

8 following: 
9 (1) Liability in connection with a proceeding by or in the 

10 right of the cooperative other than for reasonable expenses 

11 incurred in connection with the proceeding. 

12 (2) Liability arising out of conduct that constitutes any 
13 of the following: 
14 (a) Receipt by the officer of a financial benefit to which 

15 the officer is not entitled. 
16 (b) An intentional infliction of harm on the cooperative 

17 or the interest holders. 

18 (c) An intentional violation of criminal law. 

19 2. The provisions of subsection 1, paragraph "b", shall 
20 apply to an officer who is also a director if the basis on 
21 which the officer is made a party to a proceeding is an act or 

omission solely as an officer. 22 

23 3. An officer of a cooperative who is not a director is 

24 entitled to mandatory indemnification under section 501.413, 

25 and may apply to a court under section 501.415 for 

26 indemnification or an advance for expenses, in each case to 
27 the same extent to which a director may be entitled to 
28 indemnification or an advance for expenses under those 
29 provisions. 

30 Sec. 21. Section 501.418, Code 2003, is amended to read as 

31 follows: 

32 501.418 INSURANCE. 

33 A cooperative may purchase and maintain insurance on behalf 

34 of an individual who is er-we~ a director, or officer, 

35 em~~eyee,-er-ege~~ of the cooperative, or who, while a 
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1 director, or officer,-em~%eyee,-e~-agel"lt: of the cooperative, 
2 is-e~-was-se~vil"lg serves at the reqHest:-e£-t:he-eee~erat:ive 
3 cooperative's request as a director, officer, partner, 
4 trustee, employee, or agent of another £e~eigl"l-er domestic or 

5 foreign cooperative, corporation, partnership, joint venture, 

6 trust, employee benefit plan, or other el"lt:e~~~ise entity, 
7 against liability asserted against or incurred by that 

8 individual in that capacity or arising from the individual's 

9 status as a director, or officer, em~%eyee,-e~-agel"lt:, whether 
10 or not the cooperative would have power to indemnify or 

11 advance expenses to that individual against the same liability 
12 under seet:iel"l-59%.4%z-e~-59%.4%3 this part. 

13 Sec. 22. Section 501.419, Code 2003, is amended to read as 
14 follows: 

15 501.419 VARIATION BY CORPORATE ACTION -- APPLICATION OF 

16 THIS PART. 

17 Exee~t:-as-%imit:ed-il"l-seet:iel"l-59%.4%z,-SHhseet:iel"l-4T 

18 ~a~ag~a~h-uau,-al"ld-SHbseet:iel"l-5-wit:h-~es~eet:-t:e-~reeeedil"lgs-by 
19 e~-il"l-t:he-~ight:-e£-t:he-eee~erat:ive,-t:he-il"loeml"li£ieat:iel"l-al"lo 

20 adval"leemel"lt:-e£-ex~el"lses-~~evided-by,-e~-g~al"lt:ed-~H~sHal"lt:-t:o, 

21 seet:iel"ls-59%.4%%-t:h~eHgh-59%.4%9-a~e-l"let:-eXe%HSive-e£-al"ly 

22 et:he~-~ight:s-t:e-whieh-~e~sel"ls-seekil"lg-il"loeml"li£ieat:iel"l-e~ 

23 adval"leemel"lt:-e£-ex~el"lses-a~e-el"lt:it:%ed-Hl"lde~-a-~~evisiel"l-il"l-ehe 

24 a~t:ie%es-e£-asseeiat:iel"l-e~-by%aws,-ag~eemel"lt:s,-vet:e-e£-t:he 

25 membe~s-e~-disil"lt:e~est:ed-di~eet:e~s,-e~-et:he~wise,-bet:h-as-ee 
26 ae~iel"l-il"l-a-~e~sel"l~s-e££ieia%-ea~aeiey-al"ld-as-~e-aet:iel"l-il"l 

27 al"let:he~-ea~aeit:y-whi%e-he%dil"lg-t:he-e££iee.--Heweve~,-sHeh 

28 ~~evisiel"ls,-ag~eemel"lt:s,-vet:es,-e~-et:he~-aet:iel"ls-sha%%-l"let: 

29 ~~evide-il"ldeml"lifiea~iel"l-£e~-a-h~eaeh-ef-a-di~eet:e~~s-dHt:y-O£ 

30 %eya%~y-~e-~he-eee~e~a~ive-er-i~s-il"lee~es~-he%de~s,-£e~-aees 

31 e~-emissiel"ls-l"lot:-il"l-geed-fai~h-e~-whieh-il"lve%ve-il"lt:el"l~iel"la% 

32 miseel"ldHe~-e~-kl"lewil"lg-vie%a~iel"l-ef-~he-%aw,-e~-fe~-a 

33 ~~al"lsaet:iel"l-f~om-whieh-t:he-~e~sel"l-seekil"lg-il"ldeml"li£iea~iel"l 

34 de~ives-al"l-im~~o~e~-~e~sel"la%-hel"le£i~. 

35 1. A cooperative may, by a provision in its articles of 
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1 organization or bylaws or in a resolution adopted or a . 

2 contract approved by its board of directors or members, 

3 obligate itself in advance of the act or omission giving rise 

4 to a proceeding to provide indemnification in accordance with 

5 section 501.412 or advance funds to pay for or reimburse 

6 expenses in accordance with section 501.414. Any such 

7 obligatory provision shall be deemed to satisfy the 

8 requirements for authorization referred to in section 501.414, 

9 subsection 3, and in section 501.416, subsection 3. Any such 
10 provision that obligates the cooperative to provide 

11 indemnification to the fullest extent permitted by law shall 

12 be deemed to obligate the cooperative to advance funds to pay 

13 for or reimburse expenses in accordance with section 501.414 

14 to the fullest extent permitted by law, unless the provision 

15 specifically provides otherwise. 

16 2. Any provision pursuant to subsection 1 shall not 

17 obligate the cooperative to indemnify or advance expenses to a 

18 director of a predecessor of the cooperative, pertaining to 

19 conduct with respect to the predecessor, unless otherwise 

20 specifically provided. Any provision for indemnification or 

21 advance for expenses in the articles of organization, bylaws, 

22 or a resolution of the board of directors or members of a 

23 predecessor of the cooperative in a merger or in a contract to 

24 which the predecessor is a party, existing at the time the 

25 merger takes effect, shall be governed by section 501.618, 
26 subsection 3. 

27 3. A cooperative may, by a provision in its articles of 

28 organization, limit any of the rights to indemnification or 

29 advance for expenses created by or pursuant to this part. 

30 4. This part does not limit a cooperative's power to pay 

31 or reimburse expenses incurred by a director or an officer in 

32 connection with the director's or officer's appearance as a 

33 witness in a proceeding at a time when the director or officer 
34 is not a party. 

35 5. This part does not limit a cooperative's power to 
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1 indemnify, advance expenses to, or provide or maintain 

2 insurance on behalf of an employee or agent. 

3 Sec. 23. NEW SECTION. 501.420 EXCLUSIVITY. 

4 A cooperative may provide indemnification or advance 

5 expenses to a director or an officer only as permitted by this 

6 chapter. 

7 EXPLANATION 

8 This bill applies changes made during the 2002 Legislative 

9 Session to provisions regarding director and officer duties, 

10 liability, and indemnification in Code chapter 490 to similar 

11 provisions in Code chapter 491, which is the older corporation 

12 law in Iowa under which Iowa mutual insurance companies and 

13 mutual insurance holding companies are organized; Code chapter 

14 496C, regarding professional corporations; Code chapters 497, 

15 498, 499, and 501, regarding various types of cooperative 

16 associations. The bill also makes related additional changes 

17 to Code chapter 490, as well as amending the savings provision 

18 in Code section 490.1703 with regard to the passage of the 

19 2002 amendments to the Iowa business corporation Act. 

20 

21 

22 

23 
24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 340 

AN ACT 
RELATING TO BUSINESS ENTITIES, BASED ON REVISIONS RELATED TO 

THE IOWA BUSINESS CORPORATION ACT, INCLUDING ADDITION OF A 
SAVINGS CLAUSE AND ADDITION OF PROVISIONS RELATED TO DIRECTOR 
AND OFFICER LIABILITY, DUTY, AND INDEMNIFICATION FOR CERTAIN 
INSURANCE COMPANIES AND INDEMNIFICATION FOR COOPERATIVE 
ASSOCIATIONS. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 490.1701, Code 2003, is amended by 
adding the following new unnumbered paragraph: 

NEW UNNUMBERED PARAGRAPH. A corporation organized under 
chapter 496C may voluntarily elect to adopt the provisions of 
this chapter by complying with the provisions prescribed by 
subsection 3. 

Sec. 2. Section 490.1701, SUbsection 3, paragraph b, Code 
2003, is amended to read as follows: 

b. The instrument shall be delivered to the secretary of 
state for filing and recording in the secretary of state's 
officeT-sne. If the corporation was organized under chapter 
176, 524, or 533, the instrument shall also be filed and 
recorded in the office of the county recorder. The 
corporation shall at the time it files the instrument with the 
secretary of state deliver also to the secretary of state for 
filing in the secretary of state's office any biennial report 
which is then due. 

If the county of the initial registered office as stated in 
the instrument for a corporation organized under chapter 176, 
524, or 533 is one which is other than the county where the 
principal place of business of the corporation, as designated 

• • 
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in its articles of incorporation, was located, the corporation 
shall forward to the county recorder of the county in which 
the principal place of business of the corporation was located 
a copy of the instrument and the corporation shall forward to 
the recorder of the county in which the initial registered 
office of the corporation is located, in addition to a copy of 
the original instrument, a copy of the articles of 
incorporation of the corporation together with all amendments 
to them as then on file in the secretary of state's office. 
The corporation shall, through an officer or director, certify 
to the secretary of state that a copy has been sent to each 
applicable county recorder, including the date each copy was 
sent. 

Sec. 3. Section 490.1703, subsection 1, Code 2003, is 
amended to read as follows: 

1. Except as provided in subsection 2, the repeal of a 
statute by 1989 Iowa Acts, chapter 288, and the amendment or 
repeal of a statute by 2002 Iowa Acts, chapter 1154, does not 
affect: 

a. The operation of the statute or any action taken under 
it before its amendment or repeal. 

b. Any ratification, right, remedy, privilege, obligation, 
or liability acquired, accrued, or incurred under the statute 
before its amendment or repeal. 

c. Any violation of the statute, or any penalty, 
forfeiture, or punishment incurred because of the violation, 
before its amendment or repeal. 

d. Any proceeding, reorganization, or dissolution 
commenced under the statute before its amendment or repeal, 
and the proceeding, reorganization, or dissolution may be 
completed in accordance with the statute as if it had not been 
amended or repealed. 

Sec. 4. Section 490A.707, Code 2003, is amended to read as 
follows: 

490A.707 LIMITATION OF LIABILITY OF MANAGERS. 

S.F.340 
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The articles of organization may contain a provision 
eliminating or limiting the personal liability of a manager to 
the limited liability company or to its members or of the 
members with whom the management of the limited .liability 
company is vested pursuant to section 490A.702, to the limited 
liability company or to its members for Mefte~ary money damages 
£er-ereaeh-er-£*d~e*ary-d~~y for any action taken, or any 
failure to take action, as a manager or a member with whom 
management of the limited liability company is vested, *£-~he 
prey*sieft-dees-fte~-eriMifta~e-er-riMi~-~he-%iahiri~y-e£-a 

Maftager-er-a-MeMeer-wi~h-wheM-MaftageMeft~-or-~he-%iMi~ed 

riaeirity-eoMpafty-is-Yested-fer except for liability for any 
of the following: 

1. Breaeh-o£-the-Maftager~s-er-Memeer~s-d~~y-ef-reya%ty-~e 

~he-%imi~ed-%*aei%i~y-eeMpafty-er-~e-*~s-MeMeers The amount of 
a financial benefit received by a manager or member to which 
the manager or member is not entitled. 

2. Aets-er-omissiefts-ftet-ift-geed-faith-or-whieh-iftYerYe 
i"teft~ieftar-misee"d~et-er-a-kftew*"g-yie%atie"-o£-%aw An 

intentional infliction of harm on the limited liability 

company or its members. 
3. ~raft8aet*eft-rrem-whieh-~he-Ma"ager-er-meMher-der*ye8-aft 

*M~reper-per8efta%-eefte£*t-er-a-wroftgr~%-dis~r*e~~*eft-ift 

Yiera~ieft-e£-8ee~ieft A violation of section 490A.807. 
4. An intentional violation of criminal law. 
A provision shall not eliminate or limit the liability of a 

manager or member with whom management of the limited 
liability company is vested for an act or omission occurring 
prior to the date when the provision in the articles of 
organization becomes effective. 

Sec. 5. section 491.5, subsection 8, Code 2003, is amended 
by striking the subsection and inserting in lieu thereof the 
followingz 

8. Any provision eliminating or limiting the personal 
liability of a director to the corporation or its shareholder. 
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or members for money damages as provided in section 490.202, 
subsection 2, paragraph "d", except that section 490.202, 
subsection 2, paragraph "d", subparagraph (3), shall have no 
application. 

Sec. 6. Section 491.5, Code 2003, is amended by adding the 
following new subsection: 

NEW SUBSECTION. 9. Any provision permitting or making 
obligatory indemnification of a director as provided in 
section 490.202, subsection 2, paragraph toe", except that 
section 490.202, subsection 2, paragraph "e", subparagraph 
(3), shall have no application. 

Sec. 7. NEW SECTION. 49l.l6A DIRECTORS AND OFFICERS 
DUTIES AND LIABILITIES. 

Sections 490.830 through 490.842 apply to corporations 
organized under or subject to this chapter. 

Sec. 8. Section 496C.14, unnumbered paragraph 7, Code 
2003, is amended to read as follows: 

Notwithstanding the foregoing provisions of this section, 
purchase by the corporation is not required upon the 
occurrence of any event other than death of a shareholder if 
the corporation is dissolved or voluntarily elects to adopt 
the provisions of the Iowa business corporation Act, as 
provided in section 490.1701, subsection 2, within sixty days 
after the occurrence of the event. The articles of 
incorporation or bylaws may provide that purchase is not 
required upon the death of a shareholder if the corporation is 
dissolved within sixty days after the death. Notwithstanding 
the foregoing provisions of this section, purchase by the 
corporation is not required upon the death of a shareholder, 
if the corporation voluntarily elects to adopt the provisions 
of the Iowa business corporation Act, as provided in section 
490.1701, subsection 2, within sixty days after death. 

Sec. 9. Section 496C.16, Code 2003, is amended to read as 
follows: 

496C.16 MANAGEMENT. 

• 
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All directors of a professional corporation and all 
officers of a professional corporation except assistant 
officers, shall at all times be individuals who are licensed 
to practice in this state a profession which the corporation 
is authorized to practice. Ne-~erseft-whe-is-ftee-~ieeftsed 

sha~z-haye-afty-a~eheriey-er-d~tiee-ift-ehe-maftagemeftt-er 

eefttre%-e£-ehe-eer~eraeieft~--%£-afty-direeeer-er-afty-e££ieer 

eeases-ee-haye-ehis-q~a%i£ieaeieftT-ehe-direeeer-er-e££ieer 

sha%%-immediaee~y-aftd-atteemaeiea%~y-eease-ee-he%d-ehe 

direeeerehi~-er-e££ieeT However, upon the occurrence of any 
event that requires the corporation either to be dissolved or 
to elect to adopt the provisions ot the Iowa business 
corporation Act, as provided in section 496C.19, provided the 
corporation ceases to practice the profession that the 
corporation is authorized to practice, as provided in section 
496C.19, then individuals who are not licensed to practice in 
this state a profession that the corporation is authorized to 
practice may be appointed as officers and directors for the 
sole purpose of carrying out the dissolution of the 
corporation or, if applicable, the voluntary election of the 
corporation to adopt the proviSions ot the Iowa business 
corporation Act, as provided in section 496C.19. 

Sec. 10. Section 496C.19, Code 2003, is amended to read a. 
tollows: 

496C.19 DISSOLUTION OR LIQUIDATION. 
Violation of any provision of this chapter by a 

professional corporation or any of its shareholders, 
directors, or officers shall be cause for its involuntary 
dissolution, or liquidation of its assets and business by the 
district court, as provided in the Iowa business corporation 
Act, chapter 490. Upon the death of the last remaining 
shareholder of a professional corporation, or whenever the 
last remaining shareholder is not licensed or ceases to be 
licensed to practice in this state a profession which the 
corporation is authorized to practice, or whenever any person 
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other than the shareholder of record becomes entitled to have 
all shares of the last remaining shareholder of the 
corporation transferred into that person's name or to exercise 
voting rights, except as a proxy, with respect to such shares, 
the corporation shall not practice any profession and it shall 
either be promptly dissolved or shall promptly elect to adopt 
the provisions of the Iowa business corporation Act, as 
provided in section 490.1701, subsection 2. However, if prior 
to such dissolution all outstanding shares of the corporation 
are acquired by one or more persons licensed to practice in 
this state a profession which the corporation is authorized to 
practice, the corporation need not be dissolved and may 
practice the profession as provided in this chapter. 

Sec. 11. Section 497.33, Code 2003, is amended to read as 
follows: 

497.33 PERSONAL LIABILITY. 
Except as otherwise provided in this chapter, a director, 

officer, employee, or member of the corporation is not liable 
on the corporation's debts or obligations and a director, 
officer, member, or other volunteer is not personally liable 
in that capacity, for a claim based upon aft-aee-er-emissieft-e£ 
ehe-~erseft-~er£ermed any action taken, or any failure to take 
action in the discharge of the person's duties, except for a 
Dreaeh-e£-ehe-d~ey-e£-%eya%ey-te-ehe-eer~eraeieftT-£er-aees-er 

emieeiefts-ftee-ift-geed-£aieh-er-whieh-iftYe%Ye the amount of a 
financial benefit received by the person to which the person 
is not entitled, an intentional infliction of harm on the 
association or its members, or an intentional miseeftd~et-er 
~ftewiftg violation of ehe criminal lawT-er-£er-a-eraftsaeeieft 
£rem-whieh-the-~erseft-deriye8-aft-im~re~er-~er8efta%-befte£it. 

Sec. 12. Section 498.35, Code 2003, is amended to read as 
follows: 

498.35 PERSONAL LIABILITY. 
Except as otherwise provided in this chapter, a director, 

officer, employee, or member of the association is not liable 

S.F.340 
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on the association's debts or obligations and a director, 
officer, member, or other volunteer is not personally liable 
in that capacity, for a claim based upon aft-ac~-er-em~ss~eft-ef 
ehe-perseft-perferme4 any action taken, or any failure to take 
action in the discharge of the person's duties, except for a 
breaeh-ef-ene-d~~y-ef-%eya%ey-ee-ehe-asseeia~ieftT-fer-ac~s-er 

emissiefts-ftee-*ft-gee4-£a*eh-er-whieh-*ft.e:.e the amount of a 
financial benefit received by the person to which the person 
is not entitled, an intentional infliction of harm on the 
association or its members, or an intentional m~sceftd~c~-er 
kftewiftg violation of ~he criminal laWT-er-fer-a-~raftsac~~eft 
frem-wh*eh-~ne-perseft-deri.es-aft-*mpreper-persefta:-beftefi~. 

Sec. 13. Section 499.37, Code 2003, is amended to read as 
follows: 

499.37 OFFICERS AND EMPLOYEES. 
~ The board of directors of the association shall select 

frem-eheir-ewft-ft~mber-a-preai4efteT-efte-er-mere-.iee 

preai4eft~aT-a-aeere~ary-ereaa~rer-er-a-aeereeary-aftd-a 

ereas~rer the association's officers as provided in its 
articles of incorporation or bylaws, and shall fill vacancies 
in such offices. The articles of incorporation or bylaws 
shall delegate to an officer the responsibility for all of the 
following: 

a. Preparing minutes of meetings of the directors and the 
shareholders. 

b. Authenticating the association's records. 
~ Unless the association's articles of incorporation or 

bylaws otherwise provide, said the association's officers 
shall be-eheseft ~ for annual terms beginning at the clos. 
of the first regular meeting of members in each year. 

~he-direeeers-sna%%-a%se-cneese-aftd-may-reme.e-s~eh-e~her 

efficera-aft4-emp:eyees-as-~hey-deem-preperT-er-aa-ehe-areie:ee 

er-by%aws-may-preseribeT 
Sec. 14. Section 499.59, Code 2003, is amended to read as 

follows: 
499.59 PERSONAL LIABILITY. 

~. • 
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Except as otherwise provided in this chapter, a director, 
officer, employee, or member of the association is not liable 
on the association'S debts or obligations, and a director, 
officer, member, or other volunteer is not personally liable 
in that capacity, for a claim based upon aft-aee-er-emissieft-e£ 
ehe-perseft-perfermed any action taken, or any failure to take 

action in the discharge of the person's duties, except for a 
breaeh-e£-~he-d~e!-e£-%oya:ey-eo-~he-asaee*aeieftT-fer-ac~s-er 

emiasiefts-ftee-ift-geed-£ai~h-or-whieh-ift.o:.e the amount of a 
financial benefit received by the person to which the person 
is not entitled, an intentional infliction of harm on the 
association or its members, or an intentional m*seeftd~ee-er 
kftew*ft9 violation of ~he criminal lawT-or-fer-a-~raftsae~ioft 
frem-wnieh-ehe-perseft-deri.ea-aft-impreper-persefta:-befte£*~. 

Sec. 15. Section 501.407, Code 2003, is amended to read as 
follows: 

501.407 PERSONAL LIABILITY -- INDEMNIFICATION. 
~ The articles may contain a provision eliminating or 

limiting the personal liability of a director, officer, or 
interest holder of the cooperative for mefteeary money damages 
for breaeh-ef-a-fid~eiar!-d~e! any action taken, or any 
failure to take action as a director, officer, or interest 
holder, pro.*ded-~ha~-~he-pro.isieft-dees-ftee-e%im*fta~e-or 
:imi~ except liability for any of the following: 

%T ~ A-breaeh-e£-~he-d~~y-ef-%eya%~y-ee-~he-eoopera~*.e 

or-ies-ifteeres~-he%dera An intentional infliction of harm on 
the cooperative or its members. 

iT ~ Aft-aee-er-emissieft-ftee-ift-gee4-£a*eh-er-wnien 
*ft.e:.es-ift~efteiefta%-miseeftd~ee-or-a-kftew*ftg An intentional 
violation of criminal law. 

~T ~ A-~raftsae~*oft-£rem-wh*eh-ehe-diree~orT-eff*eerT-or 

ift~eres~-he:der-4eri.es-aft-improper-persefta%-befte£i~ The 
amount of a financial benefit received by the person to which 
the person is not entitled. 

• 
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4T ~ An act or omission occurring prior to the date when 
the provision in the articles becomes effective. 

2. The articles may contain a provision permitting or 
making obligatory indemnification of a director or officer for 
liability, as defined in section 501.411, to any person for 
any action taken, or any failure to take any action, as a 

director or officer, except liability for any of the 
following: 

a. Receipt of a financial benefit to which the person is 
not entitled. 

b. An intentional infliction of harm on the corporation or 
its shareholders. 

c. An intentional violation of criminal law. 
Sec. 16. Section 501.411, Code 2003, is amended to read as 

follows: 
501.411 DEFINITIONS. 
As used in this part, unless the context otherwise 

requires: 
1. "Cooperative" includes any domestic or foreign 

predecessor entity of a cooperative in a merger er-eeher 
eraneaeeien-in-whieh-ehe-predeee.eer~e-eKieeenee-eeaeed-~pen 

een.~mmaeien-eE-ehe-eraneaeeien. 

2. "Director" or "officer" means an individual who is or 
was a director or officer, respectively, of a cooperative er 
an-indi.id~e% who, while a director or officer of a the 
cooperative, is or was serving at the cooperative's request aa 
a director, officer, partner, trustee, employee, or agent of 
another fereign-er domestic or foreign cooperative, 
corporation, partnership, joint venture, trust, employee 
benefit plan, or other eneerpriee entity. A director Q! 

officer is considered to be serving an employee benefit plan 
at the cooperative's request if the director's or officer's 
duties to the cooperative also impose duties on, or otherwise 
involve services by, that director or officer to the plan or 
to participants in or beneficiaries of the plan. "Director" 
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or "officer" includes, unless the context requires otherwise, 
the estate or personal representative of a director or 
officer. 

3. "Disinterested director" means a director who at the 
time of a vote referred to in section 501.414, subsection 3, 
or a vote or selection referred to in section 501.416, 
subsection 2 or 3, is not either of the following: 

a. A party to the proceeding. 
b. An individual having a familial, financial, 

professional, or employment relationship with the director 
whose indemnification or advance for expenses is the subject 
of the decision being made, which relationship would in the 
circumstances, reasonably be expected to exert an influence on 
the director's judgment when voting on the decision being 
made. 

:h~ "Expenses" includes counsel fees. 

4T h "Liability" means the obligation to pay a judgment, 
settlement, penalty, fine, including an excise tax assessed 
with respect to an employee benefit plan, or reasonable 
expenses incurred with respect to a proceeding. 

5T ~ "Official capacity" means: 
a. When used with respect to a director, the office of 

director in a cooperative. 
b. When used with respect to an individ~a%-eeher-ehan-a 

direeeer officer, as contemplated in section 501.417, the 
office in a cooperative held by the officer er-ehe-empleymene 
er-ageney-reiaeienehip-~nderta~en-hy-ehe-empieyee-er-agene-en 

hehai£-e£-ehe-eeeperaeive. 
"Official capacity" does not include service for any other 

Eereign-er domestic or foreign cooperative or any corporation, 
partnership, joint venture, trust, employee benefit plan, or 
other eneerpriee entity. 

6T h "Party" ineiadee ~ an individual who was, is, or 
is threatened to be made a named defendant or respondent in a 
proceeding. 

S.F.340 
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~~ ~ "Proceeding" means any threatened, pending, or 
completed action, suit, or proceeding, whether civil, 
criminal, administrative, or investigative and whether formal 
or informal. 

Sec. 17. Section 501.412, Code 2003, is amended to read as 
follows: 

501.412 A89HeR%~¥-~e-%NBBMN%p¥ PERMISSIBLE 
INDEMNIFICATION. 

1. Except as otherwise provided in e~beee~ion-4 this 
section, a cooperative may indemnify an individual Made who is 
a party to a proceeding because the individual is or-wes a 
director against liability incurred in the proceeding if a%% 
either of the following apply: 

a. All of the following apply: 
eT 1!l The individual acted in good faith. 
b~ 111 The individual reasonably believed ei~her-o!-~he 

£o%%ow*ng: 
t%t 1!l In the case of conduct in the individual's 

official capacity wi~h-~he-eeepera~iye, that the individual'. 
conduct was in the eeopera~i.eie best interests of the 
cooperative. 

tit 1B1 In all other cases, that the individual's conduct 
was at least not opposed to the eeepera~i.eie best interests 
of the cooperative. 

eT 111 In the case of any criminal proceeding, the 
individual had no reasonable cause to believe the individual's 
conduct was unlawful. 

b. The individual engaged in conduct for which broader 
indemnification has been made permissible or obligatory under 
a provision of the articles of organisation as authorized by 
section 501.407, subsection 2. 

2. A director's conduct with respect to an employee 
benefit plan for a purpose the director reasonably believed to 
be in the interests of the participants in and beneficiaries 
of the plan is conduct that satisfies the requirement of 
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subsection 1, paragraph KbK "a", subparagraph (2)L 

subparagraph subdivision (b). 

3. The termination of a proceeding by judgment, order, 
settlement, conviction, or upon a plea of nolo contendere or 
its equivalent is not, of itself, determinative that the 
director did not meet the relevant standard of conduct 
described in this section. 

4. A Unless ordered by a court pursuant to section 
501.415, subsection 1, paragraph "c", a cooperative shall not 
indemnify a director ~neer-~his-eee~ien in either of the 
following circumstances: 

a. In connection with a proceeding by or in the right of 
the cooperativeL in-whieh-~he-diree~er-wes-ad;~dgee-%iab%e-~o 

~he-eeepera~i.e except for reasonable expenses incurred in 
connection with the proceeding if it is determined that the 
director has met the relevant standard of conduct under 
subsection 1, paragraph "a", 

b, In connection with any other proceeding eharging 
impreper-persena%-bene£±~-te-~he-diree~orT-whe~her-er-ne~ 

inye%.ing-aetien-in-the-diree~eris-o££ieia%-eapaeitYT-in with 
respect to conduct for which the director was adjudged liable 
on the basis that persona% the director received a financial 
benefit was-impreper%y-reeei.ed-by-~he-eiree~er to which the 
director was not entitled, whether or not involving action in 
the director's official capacity. 

5T--%ndemfti£±ea~ien-permi~eee-~ftder-~hie-seeeion-in 

eonfteetien-wieh-a-preeeediftg-by-or-ift-~he-r±9he-o£-ehe 

eeeperatiye-ie-%imitee-~e-reaeeftab%e-expeftses-ine~rree-ift 

eeftfteeeien-wieh-the-preeeediftgT 

Sec. 18. Section 501.413, Code 2003, is amended to read as 
follows: 

501.413 MANDATORY INDEMNIFICATION. 
eft%ess-%imieee-by-±~s-ar~±e%ee-o£-aeseeiaeieftT-a ! 

cooperative shall indemnify a director who was wholly 
successful, on the merits or otherwise, in the defense of any 

• 
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proceeding to which the director was a party because the 
director is or was a director of the cooperative aga~ftse 
reaseftab~e-eKpeftses-~fte~rred-by-~he-direeeer-ift-eeftftee~ieft 

wieh-~he-preeeediftg. 

Sec. 19. Section 501.414, Code 2003, is amended to read a. 
follows: 

501.414 ADVANCE FOR EXPENSES. 
1. A cooperative may, before final disposition of a 

proceeding, advance funds to pay for or reimburse the 
reasonable expenses incurred by a director who is a party to a 
proceeding ift-advaftee-e~-rifta~-dispesieieft-er-~he-preeeed~ftg 
because the person is a director if afty-er the person delivers 
all of the following appiies to the cooperative: 

a. ~he-diree~er-r~rft~shes-ehe-eeepera~~ve-a ~ written 
affirmation of the director's good faith belief that either 
the director has met the relevant standard of conduct 
described in section 501.412 or that the proceeding involves 
conduct for which liability has been eliminated under a 

provision of the articles of organization as authorized by 
section 501.407, subsection 1. 

b. The d~reeeer-£~rftishes-ehe-eeeperaeive-a director's 
written undertakingT-exee~eed-perseftaiiy-er-eft-ehe-d~ree~er~s 
behairT to repay ehe-advaftee-i£ any funds advanced if the 
director is not entitled to mandatory indemnification under 
section 501.413 and it is ultimately determined that the 
director did-fte~-meee-~he has not met the relevant standard of 
conduct described in section 501.412. 

e~--A-deeermiftaeieft-is-made-p~rs~efte-ee-.eeei&ft-Sei~4i6 

eha~-ehe-£aee.-eheft-kftewft-ee-ehese-makiftg-ehe-deeermiftaeieft 

we~id-ftee-preei~de-iftdemfti£ieaeieft-~ftder-ehis-pareT 

2. The undertaking required by subsection 1, paragraph 
"b", must be an unlimited general obligation of the director 
but need not be secured and may be accepted without reference 
to the financial ability of the director to make repayment. 
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3. ge~ermifta~iefts-aftd-a~~heriza~~efts-e£-paymeft~s 

Authorizations under this section shall be made ~ft-ehe-maftfter 

spee~£~ed-ift-see~ieft-59i~4i6T according to either of the 
following: 

a. By the board of directors, according to one of the 
following I 

(1) If there are two or more disinterested directors, by a 
majority vote of all the disinterested directors, a majority 
of whom shall for such purpose constitute a quorum, or by a 

majority of the members of a committee of two or more 
disinterested directors appointed by such a vote. 

(2) If there are fewer than two disinterested directors, 
if a quorum is present wh .. ··• the vote is taken, by the 
affirmative vote of a majority of the directors present, 
unless the articles or bylaws require the vote of a greater 
number of directors, in which authorization directors who do 
not qualify as disinterested directors may participate. 

b. By the members, but voting interests owned by or voted 
under the control of a director who at the time does not 
qualify as a disinterested director shall not be voted on the 
authorization. 

Sec. 20. Section 501.415, Code 2003, is amended to read as 
follows I 

501.415 COURT-oRDERED INDEMNIFICATION. 
~ Sftiess-a-eeeperaeive~s-ar~~e~es-e£-asseeia~ieft-previde 

e~herwiseT-a ~ director e£-ehe-eeepera~~ve who is a party to a 
proceeding because the person is a director may apply rer 
iftdemft~£~ea~ieft to the court conducting the proceeding or to 
another court of competent jurisdiction for indemnification or 
an advance for expenses. eft After receipt of an application, 
~he-ee~re and after giving any notice the court considers 
necessary may-erder, the court shall proceed according to the 
fOllowing: 

a. Order indemnification if ie the court determines eieher 
e£-ehe-£eiiew~ft9~ that the 
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%~--~he director is entitled to mandatory indemnification 
under section 501.413T-ift-whieh-ease-~he-ee~r~-shaii-a%se 
erder-~he-eeepera~i¥e-~e-pay-ehe-diree~er~s-reaseftab%e 

eKpeftses-ifte~rred-~e-ebea*ft-eettr~-erdered-iftdemftiriea~ioft. 

i~--~he-diree~er-*s-fa*riy-aftd-reasoftab%y-eftei~%ed-~e 

iftdemfti£iea~ioft-ift-yiew-o£-a%%-~he-re%e¥aft~-eire~ms~afteeST 

whe~her-er-fte~-ehe-direeeor-me~-~he-s~aftdard-e£-eoftd~e~-se~ 

£er~h-ift-see~ioft-59%~4%i-er-was-ad;~d~ed-%iab%e-as-deseribed 

*ft-seeeioft-59%~4%iT-S~bsee~ieft-4T-b~~-ir-~he-diree~er-was 

ad;ttd~ed-se-%iab%e-ehe-diree~or~s-iftdemfti£iea~ieft-is-%imieed 

ee-reaseftab%e-expeftses-ifte~rredT 

b. Order indemnification or advance for expenses if the 
court determines that the director is entitled to 
indemnification or advance for expenses pursuant to a 
provision authorized by section 501.419, subsection 1. 

c. Order indemnification or advance for expenses if the 
court determines, in view of all the relevant circumstances, 
that it is fair and reasonable to do one of the following I 

(1) To indemnify the director. 
(2) To advance expenses to the director, even if the 

director has not met the relevant standard of conduct set 
forth in section 501.412, subsection 1, failed to comply with 
section 501.414, or was adjudged liable in a proceeding 
referred to in subsection 501.412, subsection 4, paragraph "a" 
or "b", but if the director was adjudged so liable the 
director's indemnification shall be limited to reasonable 
expenses incurred in connection with the proceeding. 

2. If the court determines that the director is entitled 
to indemnification under subsection 1, paragraph "a", or to 
indemnification or advance for expenses under subsection 1, 
paragraph "b", the court shall also order the cooperative to 
pay the director's reasonable expenses incurred in connection 
with obtaining court-ordered indemnification or advance for 
expenses. If the court determines that the director is 
entitled to indemnification or advance for expenses under 
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subsection 1, paragraph "c", the court may also order the 
cooperative to pay the director's reasonable expenses to 
obtain court-ordered indemnification or advance for expenses. 

Sec. 21. Section 501.416, Code 2003, is amended to read as 
follows: 

501.416 DETERMINATION AND AUTHORIZATION OF 
INDEMNIFICATION. 

1. A cooperative shall not indemnify a director under 
section 501.412 unless authorized ift-~he for a specific ease 
proceeding after a determination has been made that 
indemnification of the director is permissible ift-~he 
eirettms~aftees because the director has met the relevant 
standard of conduct set forth in section 501.412. 

2. The determination shall be made by afty one of the 
following: 

a. By-~he-beard-or-diree~ors-by-.a;ori~y-¥oee-or-a-q~or~ 

eoftsiseift~-o£-direeeors-fto~-a~-~he-~ime-par~ies-~o-~he 

proeeedift~ If there are two or more disinterested directors, 
by the board of directors by a majority vote of all the 
disinterested directors, a majority of whom shall for such 
purpose constitute a quorum, or by a majority of the members 
of a committee of two or more disinterested directors 
appointed by such a vote. 

bT--i£-a-qttor~m-eaftfto~-be-obea*fted-~ftder-para~raph-uauT-by 

ma;ori~y-yo~e-o£-a-eommi~~ee-dH%y-desi~na~ed-by-~he-board-o£ 

direetersT-ift-whieh-desi9ftatioft-d*ree~ors-who-are-par~ies-may 

par~ie*pa~eT-eOftsis~in~-so%eiy-of-~wo-or-more-diree~ors-fto~-ae 

~he-~ime-pareies-~o-~he-proeeed*ft~T 

eT b. By special legal counsel. 
(1) The special legal counsel shall be selected by-~he 

board-e£-diree~ors-or-i~s-eommi~~ee in the manner preseribed 
described in paragraph "a" or-ubu • 

(2) If a-qHor~m-o£-the-board-o£ there are fewer than two 
disinterested directors eaftfto~-be-ob~aifted-~ftder-para~raph-uaA 
aftd-a-eommie~ee-eaftfto~-be-desi~ftaeed-~ftder-para~raph-ubu7-~he 
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special legal counsel shall be selected by ma;ori~!-.o~e-o! 
the £~%: board of directors, in which selection directors who 
are-~ar~ie8 do not qualify as disinterested directors may 
participate. 

dT ~ By the members, but voting interests owned by or 
voted under the control of diree~er8 a director who are at the 
time ~ar~ie8-~e-~he-~reeeediftg does not qualify as a 
disinterested director shall not be voted on the 
determination. 

3. Authorization of indemnification aftd-e.a%~a~ieft-a8-~O 
reasoftab%efte88-0£-eX~eftses shall be made in the same manner as 
the determination that indemnification is permissible, except 
that if there are fewer than two disinterested directors or if 
the determination is made by special legal counsel, 
authorization of indemnification aftd-e.a%~a~ioft-as-~o 
reasoftab%efte8S-e£-ex~eftses shall be made by those entitled 
under subsection 2, paragraph ueu ~, to select special legal 
counsel. 

Sec. 22. Section 501.417, Code 2003, is amended to read as 
follows: 

501.417 INDEMNIFICATION OF OFFICERSy-BMP&9¥BBSy-ANB 
A8BN~S. 

eft%eBS-a-eee~era~~.e~B-ar~ie%eB-ef-.BBee~a~ieft-~re.ide 

e~herW~Bey-a%%-e£-~he-£o%%ewiftg-a~p%y~ 

%T--Aft-o££ieer-e£-~he-eee~era~i.e-whe-is-fte~-a-direeeor-is 

eft~i~:ed-~e-maftda~er!-iftdemfti£iea~ieft-~ftder-Bee~ieft-S9%T4:ay 

aftd-i8-eft~i~:ed-~e-a~~:!-£er-eo~r~-erdered-iftdemfti£ieaeieft 

~ftder-8ee~~eft-59%T.%Sy-ift-eaeh-ea8e-~e-~he-8ame-eX~eft~-as-a 

diree~erT 

iT ~ ~he! cooperative may indemnify and advance expense. 
under this part to an officerT-em~%e!eeT-or-ageft~ of the 
cooperative who is fte~-a-diree~er-~e a party to the proceeding 
because the person is an officer, according to both of the 
following I 

a. To the same extent as to a director. 
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aT ~ A-eeo~era~i.e-ma!-a:8e-iftdemfti£!-aftd-adyaftee 

expeftses-~o-aft-e££ieerT-emp%eyeeT-er-ageft~-who-is-"o~-a 

diree~or-~e-~he-ex~efte-eoftsis~eft~-wi~h-%aw-~h8~ If the person 
is an officer but not a director, to such further extent as 
may be provided by i~s the articles of association, the 
bylaws, geftera%-or-8peei£ie-8e~io" a resolution of i~s the 
board of ?irectors, or contract, except for either of the 
following: 

(1) Liability in connection with a proceeding by or in the 
right of the cooperative other than for reasonable expenses 
incurred in connection with the proceeding. 

(2) Liability arising out of conduct that constitutes any 
of the following: 

la> Receipt by the officer of a financial benefit to which 
the officer is not entitled. 

Ib) An intentional infliction of harm on the cooperative 
or the interest holders. 

Icl An intentional violation of criminal law. 
2. The provisions of subsection 1, paragraph "b", shall 

apply to an officer who is also a director if the basis on 
which the officer is made a party to a proceeding is an act or 
omission solely as an officer. 

3. An officer of a cooperative who is not a director is 
entitled to mandatory indemnification under section 501.413, 
and may apply to a court under section 501.415 for 
indemnification or an advance for expenses, in each case to 
the same extent to which a director may be entitled to 
indemnification or an advance for expenses under those 
provisions. 

Sec. 23. Section 501.418, Code 2003, is amended to read as 
follows I 

501.418 INSURANCE. 
A cooperative may purchase and maintain insurance on behalf 

of an individual who is or-was a directorT ~ officery 
emp:oyeeT-or-ageft~ of the cooperative, or who, while a 
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directorT or officerT-emp%oyeeT-or-ageftt of the cooperativeT 
is-or-wes-serY~ftg serves at the req~ese-of-ehe-eooperee~ye 
cooperative's request as a director, officer, partner, 
trustee, employee, or agent of another foreigft-or domestic or 
foreign cooperative, corporation, partnership, joint venture, 
trust, employee benefit plan, or other efteerpr~se entity, 
against liability asserted against or incurred by that 
individual in that capacity or arising from the individual's 
status as a directorT or officer, emp%oyeeT-or-egefteT whether 
or not the cooperative would have power to indemnify or 
advance expenses to that individual against the same liability 
under eeee~Oft-5e%T4%i-or-5e%T4%3 this part. 

Sec. 24. Section 501.419, Code 2003, is amended to read as 

follows I 
501.419 VARIATION BY CORPORATE ACTION -- APPLICATION OF 

THIS PART. 
BKeepe-es-%~m~eed-~ft-seeeioft-5e%74%iT-S~DBeee~oft-4T 

peragreph-uauT-eftd-BHDBeee~oft-5-w±eh-reBpeee-ee-proeeed~ftgS-DY 

er-~ft-the-r~ghe-of-ehe-eoeperet~yeT-the-~ftdemft~f±eaeioft-eftd 

ed.efteeaefte-of-eKpeftSeS-proy~ded-DYT-or-grefteed-p~rB~efte-eoT 

seeeiefts-5e%74%%-ehroHgh-5e%T4%8-ere-ftoe-e.e%HS~ye-of-afty 

oeher-r±ghes-eo-wh±eh-persofts-see~±ftg-±ftdemft±£±eee±oft-or 

edYefteemefte-o£-eXpefteeB-ere-efte±e%ed-Hftder-a-preYisioft-~ft-ehe 

ere~e%ee-o£-eeeoeiae~Oft-er-Dy%aWeT-agreeMefteST-yete-o£-ehe 

MemDere-or-die~fttereBted-d~reeeorBT-or-oeherwieeT-Deeh-ee-eo 

eetieft-ift-e-pereeft~B-o££*eie%-eepee~ey-eftd-eB-eo-eee±oft-~ft 

eftother-eepae~ty-wh~%e-ho%diftg-ehe-e££~eeT--HeWeyerT-Baeh 

proY*BioftsT-egreemefttsT-yoteBT-er-other-eee~ofts-she%%-ftet 

proy~de-~ftdeMft~£~eet~oft-for-e-Dreeeh-o£-e-d~reeeor~s-dHty-of 

%oya%ey-te-the-eooperee~ye-Or-~eB-~fteerest-ho%derST-for-eees 

or-om~es*oftB-ftot-*ft-geod-fe~th-er-wh*eh-~ft.o%ye-*ftteftt~ofte% 

m~Beoftd~et-or-~ftow~ftg-y~o%et~eft-of-ehe-%aWT-Or-for-e 

treftsaet~oft-£rom-wh~eh-the-perBOft-Bee~±ftg-~ftdemft~£~eee~eft 

der~yes-eft-~mproper-pereefte%-Deftef~eT 
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1. A cooperative may, by a provision in its articles of 
organization or bylaws or in a resolution adopted or a 
contract approved by its board of directors or members, 
obligate itself in advance of the act or omission giving rise 
to a proceeding to provide indemnification in accordance with 
section 501.412 or advance funds to pay for or reimburse 
expenses in accordance with section 501.414. Any such 
obligatory provision shall be deemed to satisfy the 
requirements for authorization referred to in section 501.414, 
subsection 3, and in section 501.416, subsection 3. Any such 
provision that obligates the cooperative to provide 
indemnification to the fullest extent permitted by law shall 
be deemed to obligate thp ,operative to advance funds to pay 
for or reimburse expenses in accordance with section 501.414 
to the fullest extent permitted by law, unless the provision 
specifically provides otherwise. 

2. Any provision pursuant to subsection 1 shall not 
obligate the cooperative to indemnify or advance expenses to a 
director of a predecessor of the cooperative, pertaining to 
conduct with respect to the predecessor, unless otherwise 
specifically provided. Any provision for indemnification or 
advance for expenses in the articles of organization, bylaws, 
or a resolution of the board of directors or members of a 
predecessor of the cooperative in a merger or in a contract to 
which the predecessor is a party, existing at the time the 
merger takes effect, shall be governed by section 501.618, 
subsection 3. 

3. A cooperative may, by a provision in its articles of 
organization, limit any of the rights to indemnification or 
advance for expenses created by or pursuant to this part. 

4. This part does not limit a cooperative's power to pay 
or reimburse expenses incurred by a director or an officer in 
connection with the director's or officer's appearance as a 
witness in a proceeding at a time when the director or officer 
is not a party. 

• 
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5. This part does not limit a cooperative's power to 
indemnify, advance expenses to, or provide or maintain 

insurance on behalf of an employee or agent. 

Sec. 25. NEW SECTION. 501.420 EXCLUSIVITY. 

A cooperative may provide indemnification or advance 

expenses to a director or an officer only as permitted by this 

chapter. 
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