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A BILL FOR 
Act to provide that corporations organized under 

chapter four hundred ninety-one (491) of the code 

may elect to become cooperative associations under 

chapter four hundred ninety-nine (499) of the Code. 

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

HOUSE FILE 338 

1 Amend House File 338 as follO'I-IS: 
2 1. Page 1, line 6, by inserting after the numher 
3 '" ( t; 9 T) " the words '"or chapter four hundred ninety-
4 six A ( 496A) ". 
5 2. Page 3, line 2, by inserting after the num}-er 
6 •• ( 4 91)" the words "or chapter four hundred ninety-
7 six A (LJ96A) ". 
8 3. Page 3, line 31, by inserting after· the number 
9 "(491)" the words "or chapter four hundred ninety-

10 sixA(496A)". 
11 4. Page 4, by inserting after line 8 the words 
12 "or chapter four hundred ninety-six A (496A) ". 
13 5. Page 6, by inserting after line 21 the 
14 following: 
15 "Sec. 8. Chapter four hundred ninety-six A (496A), 
16 Code 1 977, is amended by adding the follo1·ling new 
17 section: 
18 NEl-l' SECTION. Cm!VERSION TO COOPEP.l\TIVE ASSOCIATION. 
19 A corporation incorporated under this chapter may 
20 become a cooperative association under chapter four 
21 hundred ninety-nine (499) of the Code by complying 
22 with the procedures established in sections one (1) 
23 through si:x (6) of this Act.u 
24 6. Title page, line 2, by inserting after the 
25 number "(491) n the \•:ords "or chapter four hundred 
26 ninety-six A (495A)". 

H-3521 FILED· ci~< ,,-;-' BY 
APRIL 5, 1977 (j>. i7 g 4 1 

COMMITTEE ON COMMERCE 
SMALL of Johnson, ,Chair 



S.F. I!. F. 33'Z 

1 Suctio~ 1. Chapter four hundrcu n1~ety-nine (~99) 1 Code 

2 1977 1 is amended by acl<ling sections two (2} through six (6} 

3 of this Act. 

4 Sec. 2. NE\\'_ES:TION_. CONVERSION TO CHAPTER FOCR HUNDRED 

NicJETY-O:I~il: ( 4 99} COOPERATIVE ASSOCI AT ION. A cor)?oration 

6 organized under cha;>ter four hundred ninety-one ( 49 1} of th0 

7 Code ffiay become a cooperative association under chapter four 

8 :mndred ninety-nine (1199} of the Code when authorized i:1 the 

'7 following ma~ner: 

10 1. The board of directors shall adopt a resolutio:-t recom-

11 me:1ding that the corporation b-= converted to a c0operiJ~ive 

12 association under chapter four hundred ninety-nine (499} of 

13 the Code. This resolution shall include ;>roposed amendments 

14 to the corporation's articles of incorporation which ~~end-

15 mc:-tts are necessary or desirable so the corporation may con-

16 fo~ to the structure and organization required of coopera-

17 tive associatio~s regulated by chapter four hundred ninety­

.8 ~1ne (499} of the Code. The resolution shall also direct 

19 that the question of the conversion be submitted to a vote 

20 at a :neeting of shareholders. T!1e shareholder meeting may 

21 be either an annual or a special meeting. 

22 2. \'ritten or printed notice of the shareholder meeting 

23 s:1all be delivered either personally or by mail not less than 

24 twenty days before the meeting to each shareholder of record. 

2 5 T'oe notice shall state the place 1 day 1 hour and purpose of 

26 L:o-e meet1ng. A co;>y a~d su:nmary of the plan of co~version 

27 .i.:-:·_:luding a copy and su:nmary of ;>ropos,;d amendm0:1ts ~o t!10 

28 articles of inc0:porat1on shall be included in or cncloscJ 

29 wit~ the notice. 

30 3. At the shareholder rncct.in<;r a vot~ of th~ s!lu.rcholdcr::; 

31 entitled to vote shall be taken o~ the resolution inclu~in~ 

32 <::vo: pro;>ose;l article changes to convert the cor!Joration. 

JJ :'he f>lan of conversion shall be adogted upon rcce1ving t'le 

)L, af:'irmative vote of the holders of at least t'.vo-thirds of 

35 t.he outs!:anding s:1ares of the corpo!:"u.tion w~1ich s~arcs 1.vere 
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1 entitled to vote at such rrB'.eting, unless any class of shares 

2 is entitled to vote as a class. In the event any class ot 

3 shares is entitled to vote as a class, the resolution shall 

4 require for its adoption the affirmative vote of the holders 

5 of at least a majority of the outstanding shares of each class 

6 entitled to vote as a class thereon and two-thirds of the 

7 total outstanding shares entitled to vote at the meeting. 

8 4. Upon shareholder approval, the plan of conversion and 

9 article amendments shall be executed on behalf of the 

10 corporation by its president or a vice president and by its 

11 secretary or an assistant secretary, and shall be verified 

12 by one of the officers signing a statement, which statement 

13 shall set forth: 

14 a. The name of the corporation. 

15 b. A copy of the plan of conversion adopted by the share-

16 holders including the amended articles of incorporation. 

17 c. T:1e number of shares of stock outs tanding; the number 

18 of shares entitled to vote; if the shares of any class were 

19 entitled to vote as a class; the designation of each class 

20 and the number of shares of that class entitled to vote. 

21 d. T:1e number of shares voted for and against the ?lan 

22 of conversion, respectively. If the shares of any class Here 

23 entitled to vote as a class, the number of shares of each 

24 class that voted for and against the plan, respectively. 

2 5 Sec. 3. NE\-1 SECTION. FILING OF CONVERSION PLAN AND NE:·; 

2 6 ARTICLES. A duly executed and acknowledged co;:>y of tllc 

27 articles of incorporation as amended of the convert"d cor-

28 poration shall be forwarded to the secretary of state for 

29 filing and recording. Upon approving the articles and pay~cnt 

30 of fees as provided in sect1on four hundred ninety-nine point 

31 forty-five (499.45) of the Code, the secretary of state shall 

32 issue a new certificate of incorporation and shall forward 

33 the articles to the county recorder of the county where t!1c 

34 newly converted association has its !?rlncip;;l vlacc of 

35 business. Upon the issuance of the new certificate of 
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\ incorporation the converted corporation's chapter four hundred 

2 n1ncty-onc ( 491) character shall cease and t:-.c cha:Jt.er four 

3 :Hlndred ninety-nine (499) existence shall begin unless the 

4 certificate in conformity with the a~ended articles of 

6 

7 

8 

9 

10 

l 1 

incorporation provides that it shall become effective on a 

stated day not more than ninety days in the future. In the 

event the articles indicate a future effective date, the 

conversion shall become effective on the day stated without 

further action by either the corporation or secretary of 

state. 

Sec. 4. ~Eh' SECT IO~. ~OTICE. ~otice of the corpora-

l2 t1on' s conversion to a chapter four hundred ninety-nine ( 4 99) 

13 cooperative association shall be given as provided in scc-

14 tions four hundred n~nety-one point seventeen (491.17) and 

i5 four hundred ninety-one point eighteen (491.18) of the Code. 

U Included in the notice shall be a brief explanation that the 

corporation has changed its corporate form to a chapter four 

,b hundred ninety-nine (499) cooperative association. 

l') Sec. 5. NEW SECTION. EFFECT OF CO:.iVERSION. When the 

20 conversion to a chapter four hundred ninety-nine (499) co-

21 operative associat1on has become effected: 

22 1. The converted corporation shall be subject to all t:1e 

23 duties and liabilities of a cooperative association under 

24 c~apter four hundred ninety-nine (499) of the Code as if the 

25 corporation was initially organized under chapter. four hundr~d 
0 G ninety-nine (499) of the Code. 

27 2. Tllc converted corporatio!l shall ~)os~;r..:s:.:; a.ll U1·~ r.i.rJJlL:;, 

28 privileges, immunities a;td frGnchises in1J.ri:1'J to it iY!!:'Jr.c~ 

2<.1 thJ conversion cxce:?t. those '..J!lich the corpor-ation pos:=;~s~.;,_~d 

30 or.ly b:?causc it was incor?Orated under chapter. four hundr•~d 

31 ninety-one ('191) of the Code. Th'~ converted corporation :;h,l.LL 

1'2 :_..,o . .>scss all property, real, p(.•rsonal and mixeU and ,-..~ll d'.:iJt:; 

31 due on whatever account, includinq subscript1ons to s11ar0s, 

14 and all other c~oses in action, and every other int:crcsl 
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I. property rights sl1all be taken and deemed to be transferred 

2 to ancl vested in the converted corporation without f:.~rthcr 

3 action. Title to any real estate, or any interest therein, 

4 vested in any such corporation shall not revert or be in any 

5 way impaired by reason of such conversion. 

6 3. The converted corporation shall be responsible and 

7 liable for all the liabilities and obligations incurred while 

8 it was organized under chapter four hundred ninety-one (491) 

9 of the Code. Any claim existing or action or proceeding 

10 pending by or against any such corporation may be l?rosecuted 

11 to j:.~dgment as if the conversion had not taken place, or the 

12 new cooperative association ~ay be substituted in its place. 

13 The rights of creditors and liens upon the property of the 

14 converted corporation shall not be impaired by the conversion. 

15 Sec. 6. NE\'i SECTIO::-<. RIGHTS OF DISSEOJTING SHAREHOLD-

16 ERS. 

17 1. A shareholder of a corporation whose board of directors 

18 adopted a resolution recommending conversion to a cooperative 

19 association shall be entitled to t~c dissenting shareholder's 

20 rights pursuant to this section if the shareholder does the 

21 following: 

22 a. Files with the corporation a written objection to the 

23 resolution prior to or at t!"le shareholder meeting at w!1ich 

24 the conversion resolution is submitted to vote, and 

25 b. Refrains from voting 1n favor of the conversion re-

26 solution, and 

27 c.. Withi:1 twenty days a!:ter the shareholder votG, ;nakcs 

28 a v1ritte:1 dema:1d 0:1 the corporation for a payme:1t of t.hc fair 

29 value of his or her shares as of the day prior to the date 

30 on w:.ich the shareholder vote was taken a;:>tJroving the 

31 -:::o:1vers~on .. This demand shall state the number ar:d class 

32 of the shares owned by the dissenting s~arehold~r. 

33 2. Uf>On the surrender of thee s:-tarehol•Jcr' s ccrt1f l•>•L•: 

34 or certificates representing the s!la.res, the conv,::rt'..:<i <;<)l~-

35 poration shall pay the shareholder ;,.Jho COf:"l~)l i.0.d wi. th :: Jb-

-lj-



~.F. ll.F. 33'8 

1 section one (1) of tl1is sectio:1, the fair value for thG shares. 

2 Any shareholder failing to comply w1th subsection one ( 1) 

3 of this section s~all be presumed to have consented to the 

4 conversion and shall be bound by the terms of the conversion. 

3. If \-Iithin th1rty days after the share!1older vote, t~c 

6 valJc of the dissenting shareholder's shares is agreed upon 

7 by the dissenting shareholder and the corpcratior., payment 

8 for those shares sl1all be made within ninety days after t~c 

9 shareholder vote, upon the surrender of the shareholder's 

10 certificate or certificates representing the shares. Upon 

11 payment of the agreed value the dissenting shareholder shall 

12 cease to have any interest in the shares or in the converted 

13 cor;:>oration. 

14 4. If within thirty days after the shareholder vote, the 

,5 value of the dissenting shareholder's shares is not agreed 

1i> upon by the dl.ssenting shareholder and the corporation, the 

l; dissenting shareholder may \vi thin sJ.xty days after the 

.8 expl.ration of this thirty-day period, file a petition in the 

19 district court of the district in which l.S located the 

20 registered office or principal place of business of the 

21 converted corporation. This petition shall ask for a finding 

22 and determination of the fair value of these shares and the 

23 dissenting shareholder s:1all be entitled to judgment against 

24 the converted corporation for the amount of the fair value 

2 5 of the shares valued at the day prior to the date on which 

26 t.:1e shareholder vote was taker. a;;>proving the conversion. 

27 T:oe dissenting shareloolC:er shall also be en~itleJ to int<:rr,sl. 

28 at the legal ra~o from the date of such judg~1ont. The ~ctic)n, 

29 if filed, shall !:>e prosecuted as an equitable action und the 

30 practice and procedure shall confor~ to the 9racticc ancl 

31 j?roccJure in equity cases. 

32 ':'le court's judgme~t shall be payable only u:_:~on and 

33 si:nultaneously '"i th the s·..1rrender to the converted corj?oratton 

34 of the certificate or certificates re?res·~nting the shares. 

35 Uc>Oc> ,)ayment of tl'le judgment, the clisse!1ting shareholder s:-tall 
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1 cease to have any interest i:1 such shares, oJ: in tiL~ co:1v::r~ -:.:~d 

2 corporation. Unless the dissent~nq shar~!-\older shall f~le 

3 such petition within the ti~e S?ecified, such shareholder 

4 and all persons claiming under the shareholder shall be 

5 presumed to have approved and ratified the conversion 

6 resolution and shall be bound by its terms. 

7 5. The right of a dissenting shareholder to be paid the 

8 fair value of his or her shares as herein provided shall cease 

9 if and when the corporation shall abandon the ;;>lan of 

10 conversion. 

ll 6. Shares acquired by the corporation pursuan~ to the 

12 payment of the agreed value or pursuant to payment of a 

13 judgment enter~d into pursuant to this section may be held 

14 and disposed of by th~ corporation as it may see fit. 

15 Sec. 7. c:1apter four hundred ni:1ety-one (491), Code 1977, 

16 is a::~ended by addi:1g thG follow~ng new section: 

17 cJE~v SECTIO!'i. COl'lVERSIO:J TO COOPERATIVE ASSOCIATIO!'i. A 

18 corporation incorporated under this chapter may become a 

19 cooperative association under chapter four hundred :-JinGty-

20 nine (499) of the Code by complying with the procedures cs-

21 tablished i:1 sections one (1) through six {6) of this Act. 

2 2 £ XP L.I\.NA .. I ON 

2 3 Th~s Act provides a procedure \vhereby a cor,?oration in-

24 corporated under cha,?ter 491 of the Code can convert to a 

25 coo:;>erative association under chapter 499. U!'lder the ,,re-

2 6 sent law such convers~on can only ta:<:e p la.ce by dissoJ. viny 

27 the corporatio:1 and reincorporating under cha?tcr ~99. 

28 

29 

30 

31 

32 

33 

34 

35 
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P.OUSE FILE 338 

Amend House File 338 as follows: 
1. Page 6, by inserting after line 21, the 

following: 
"Sec. • The provisions of this act are 

repealed effectfve July 1, 1979 
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A BILL FOR 
1 An Act to provide that corporations organized under 

2 chapter four hundred ninety-one (491) or chapter four 

3 hundred ninety-six A (496A) of the Code may elect 

4 to become cooperative associations under chapter four 

5 hundred ninety-nine (499) of the Code. 

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

7 

8 

9 

10 

11 

12 

13 

14 

~s 

20 
'; ' 
- l. 

House Amendments _____________ _ 

CPS·I6200 7113 



1 Section l. Chapter four hundred ninety-nine (499), CodG 

2 1977, is amended by adding sections two (2) through six (6) 

3 of this Act. 

4 Sec. 2. -<Ev SEC":':CON. CO:'iVZRSIO:-l TO CHAPTER FOUR HUNDRED 

5 iHNi::TY-CJL~E ( 4 99) COOPERATIVE ASSOCIATIO". A corporation 

6 organized under cha~ter four hundred ninety-one (491) or -7 c~~pte~ four hundred ninety-six A (496A) of the Code may 

u oecoNG a cooperative association under chapter four hundred 

c_~:1ety-nine (499) of the Code ~;hen authorlzed in the following 

ll L. The board o~ directors shall adopt a resolutlon 

i.2 reco;rnGn<iing t:'"la·~ the corporation be conve!:'t.e.d to a cooperative 

::_3 association under c!":apter four hundred ninety-nine (499) of 

~4 the Code. ?his resolut.ior.. sf.all includa ?roposed amendments 

15 to <:he corporation 1 s articles of incorporation which a;r,end.-r.ents 

_& ~:.:-2 c-.ecessary or desirable so the corpora-cion may conform 

::_7 ~o -c~e structure and organization required of cooperative 

-0 as;;ocia tions ..-egulateO. oy cr.apter four hundred nine cy-nine 

:.. ~ ( ~ 99) of ~he Code. The ~e:;,oll4tior.. shall also direct that 

the question of the conversion be submitted to a vote at a 

;nee-cing of shareholders. ?he shareholder meeting may be 

22 ei-::!1er an annt.4al or a spec~al meeting. 

2:; 2. ~'lr i tte:1 or printeci :·.otice of the shareholder meeting 

24 shall be delivered either perso"ally or by mail not less than 

2 -::. twe~ty days i~fore the ~ee~i~~ to each shareholder of record. 

r:·.-.e notice si1all state the ?lace, day, hour and purpose of 

·, -~.:e :nee~::.ng. A copy c.nd su."lllT,ary of the plan of conversion 

i:-.cL.:d::.r.g c. ~c:;>y and s=ary cE proposed a:11e:1dments to the 

a:-·:i.cles of i:.corporation shall be included in or enclosed 

lo,:::. "''"' sh.are~olde::: meeting a vote of t.he shareholders 

<- c.::.::. ':l2od ~c '/C~~ she.::_::_ !:c -~aker:. on the resolution including 

T~e ~len of convers~c~ ~~&~~ be adopted upon =eceiving the 

aL'2...-rr.c ~;.ve vc;:e of the holders of a'~ least ·::we-thirds of 
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1 the outstanding shares of the corporation which shares were 

2 entitled to vote at such meeting, unless any class of shares 

3 is entitled to vote as a class. In the event any class of 

4 shares is entitled to vote as a class, the resolution shall 

5 require for its adoption the affirmative vote of the holders 

6 of at least a majority of the outstanding shares of each class 

7 entitled to vote as a class thereon and two-thirds of the 

8 total outstanding shares entitled to vote at the meeting. 

9 4. Upon shareholder approval, the plan of conversion and 

~0 article amendments shall be executed on behalf of the 

corporation by its president or a vice president and by its 

12 sec~etary or an assistant secretary, and shall be verified 

13 by one of the officers signing a statement, which statement 

-'- shall set forth: 

15 a. The name of the corporation. 

16 o. A copy of the plan of conversion adopted by the 

ll $hareholders including the amended articles of incorporation. 

l.<) c. The number of shares of stock outstanding; the number 

19 of shares entitled to vote; if the shares of any class were 

~~ entitled to vote as a class; the designation of each class 

21 &nd the n~~ber of shares of that class entitled to vote. 

22 d. The number of shares voted for and against the plan 

23 of conversion, respectively. If the shares of any class were 

24 entitled to vote as a class, the number of shares of each 

25 class that voted for and against the plan, respectively. 

26. Sec. 3. clEW SECTION. FILING OF COC'JVERSION PLAN AC.:D NEW 

27 ARTICLES. A duly executed and acknowledged copy of the 

28 articles of incorporation as amended of the converted 

29. corporation shall be forwarded to the secretary of state for 

30 f1ling and recording. Upon approving the articles and payment 

31 of fees as provided 1n section four hundred ninety-nine point 

32 forty-five (.499.45} of the Code, the secretary of state shall 

33 issue a new certificate of incorporation and shall fon-1ard 

34 the articles to the county recorder of the county where the 

35 newly converted association has its principal place of 

-2-
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1 business. Upon the issuance of the ne.w certificate of 

2 incorporation the converted corporation •·s chapter four hundred 

3 ninety-one (4 91) or cha;:>ter four hundred ninety-six A ( 4 96l\) 

4 character shall cease and the chapter four hundred ninety-

5 

6 

nine (_4 99) existence shall begin unless 

conformity with the amended articles of 

the certificate in 

incorporation provides 

7 that it shall become effective on a stated day not more than 

S ninety days in the future. In the event the articles indicate 

9 a future effective dat~, the conversion shall become effective 

10 on the day stated without further action by either the 

ll corporation or secretary of state. 

12 Sec. 4. 'n::'l SECTIO:<. :\OTI.CZ. '\oti ce of the corporation's 

13 conversion to a chapter four hundred ninety-nine (499) 

14 cooperative association shall be given as provided in sections 

15 four hundred ninety-one point seventeen (491.17) and four 

:;_6 !1undred ninety-one point eighteen (<!91.18) of the Code. 

17 Included in the notice shall be a brief explanation that the 

18 corporation has changed its corporate form to a chapter four 

19 hundred ninety-nine (499) cooperative association. 

2 C. Sec. 5. )1£\'l SECTION. EFFECT OF COi<VERSI0:-1. When the 

21 co~.version to a chapter four hundred ninety-nine C4 99) 

22 cooperative association has become effected: 

23 1. The converted corporation shall be subject to all the 

24 duties and liabilities of a cooperative association under 

25 chapter four hundred ninety-nine (499) of the Code as if the 

26 co~poration was initially organized under chapter four hundred 

~7 nine~y-nine (.499) of the Code. 

"-S 2. The converted corporation shall possess all the rights, 

29 privi~eges, ~~unities and franchises inuring to it before 

30 t:1e conversion except those which the corporation possessed 

}1 o~ly becauae ic was incorporated under chapter four hundred 

-.·. nc.;~ety-o:.e (491) or chapter four hundred ninety-six A (496A) 

:cf the Cede. ?he cor.verted corp·:>ra tion shall ;:>ossess all 
- ' 
~"" :?~:>pe::-L.j, :=c.c.l, perBona:i. and mixe6 and all debts d\le on 

-~ w'::.:..tc.-Jer c.ccc..:::t, L~cluding subscriptions to shares, and all 
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• 1 other chases in action, and every other interest belonging 

2 or due to or vesting in the corporation. These property 

3 rights shall be taken and deemed to be transferred to and 

4 vested in the converted corporation without further action. 

5 Title to any real estate., or any interest therein, vested 

6 in any such corporation shall not revert or be in any way 

7 impaired by reason ~of such conversion. 

8 3. The converted corporation shall be responsible and 

9 liable for all the liabilities and obligations incurred while 

10 it was organized under chapter four hundred ninety-one (491) 

11 or chapter four hundred ninety-six A (496Al of the Code. 

l2 Any claim existing or action or proceeding pending by or 

13 against any such corporation may be prosecuted to judgment 

14 as if the conversion had not taken place, or the new 

15 cooj?erative association may be substituted in its place. 

l6 The rights of creditors and liens upon the property of the 

17 converted corporation shall not be impaired by th.e conversion. 

:;_ S Sec. 6. NEW SECTION. RIGHTS OF DISSEJ.'JTING SHAREHOLDERS. 

:9 1. A shareholder of a corporation whose board of directors 

20 adopted a resolution recommending conversion to a cooperative 

21 association shall be entitled to the dissenting shareholder's 

22 rights pursuant to this section if the shareholder does the 

23 following: 

24 a. Files with the corporation a written objection to the 

25 resolution prior to or at the shareholder ll'.eeting at which. 

26 the conversion resolution is submitted to vote, and 

~7 b. Refrains from voting in favor of the conversion 

:s resolution, and 

_9 c. 11i 'chin twenty days after the shareholde.r vote, make.s 

a t-~ritte;-1 de:nand on the corporation for a payment of the fair 

31 value of his or her shares as of the day prior to the date. 

32 on which the shareholder vote was taken approving the 

3 3 conversio;<. This C:emand shall state the nuJnber and class 

34 of the shares owned by the dissenting shareholder. 

~=- 2. Upon the surrender of the shareholder's certificate 

-4-



1 or certificates representing the shares, the converted 

2 cor~oration shall pay the shareholder who complied with 

3 subsection one (1) of ~his section, the fair value for the 

4 shares. Any shareholder failing to comply with subsection 

5 one (1) of this section shall be presumed to have consented 

o to ~he conversion and shall be bound by the te~s of the 

7 

8 

s 
:..o 

conversion. 

If within thirty days after the shareholder vote, the 

value of the disser.ting shareholder's shares is agreed '-'?On 

by tne dissenting shareholder and the corporation, payment 

fo~ ·chose s:1ares shall be made wi thir:. ~~inety days after the 

/ sllareho:Ger vcte, upon the surrender of the sharehoJ.der' s 
- ? 
.!.J certificate or certificates representing the shares. 

"-4 ;>aymcnt of che agreed value tne dissenting shareholder shall 

:.s cease -co hava any :Cnterest in the shares or in the converted 

:__ 6 corporation. 
'7 

-' 4. If within thLrty days after the shareholder vote, the 

l <> va:i.ue of ·che dissenting shareho:.der' s saares is not agreed 

.. ~ U?O"- by ·..:he. c..issen·c.ing sfiare.holcier an C. tile corporation, the 

20 dissenting shareholder may wichin sixty days after the 

21 expiration of this thircy-day period, file 

22 district court pf ~he distric~ . ·-. h :..:-. wn::...c is 

c. petition in 

located the 

the 

23 registered office or princi?al place of business of the 

24 converted corpora t:Con. ':'his ;:>eti cion snall ask for a finding 

2.5 ar.d determina·.;ion of the fair value of these sha:!:'e.S and the 

-:Lssenting shareho;_der sh.a:Cl be enti-cled -co judgment against 

:;·,7 -:.r.e co:.verted corpo::ation for the amount. of the fair value 

:;.a c:: the ,·r.ares valued at the day prioz- to the date on which 

::.; ::.r:.e shar=!-lolder vote was taken approving !::.he conversion. 

:o 'f·l'.e dLssenclng shareholder shall also be entitled to in::.erest 

:;.~.:. ::r .. e les·al rate f~om t:-.e date of such judgment.. The action, 

~~ ~f filed, shal: 0e ?rosec~teC as ~~ equitable action and the 

~~-- p:....-~.::·:::::..ce a!":C. proce.ci~r~ shall co:1form to the practice and 

• 

• 

~:-.:·.· -:,':;.:::cii.4re i=-t cqt:i ty cases. • 

..:-·:-.e evart·..; j~dg:rter .. ·.::. shall. be payable only ·1.1pon and 

-5-



• 

• 

• 

1 simultaneously with the surrender to the converted corporation 

2 of the certificate or certificates representing the shares. 

3 Upon payment of the judgm~~t, the dissenting shareholder shall 

4 cease to have any interest in such shares, or in the converted 

5 corporation. Unless the dissenting shareholder shall file 

6 such petition within the time specified, such shareholder 

7 and all persons claiming under the shareholder shall be 

8 presumed to have approved and ratified the conversion 

9 resolution and shall be bound by its terms. 

10 5. The right of a dissenting shareholder to be paid ~~e 

11 fair value of his or her shares as herein provided shall cease 

12 if and when the corporation shall abandon the plan of 

13 conversion. 

14 6. Shares acquired by the corporation pursuant to the 

15 payment of the agreed value or pursuant to payment of a 

16 judgment entered into pursuant to this section may be held 

:;_ 7 and dis:;>osed of by the corporation as it may see fit . 

18 Sec. 7. Chapter four hundred ninety-one (491}, Code 1977, 

:..9 is amended by adding the following ne>v section: 

20 NZW SECTIO:l. CONVERSIO::i TO COOPE.HATIVE ASSOCIATION. A 

;.::.. corpo:o:-ation incorporated under this chapter may become a 

22 cooperative association under chapter four hundred ninety-

23 nine (499} of the Code by complying '"ith the procedures 

24 estai:>:;_ished in sections one (1) through. six (6) of this Act. 

25 Sec. 8. Chapter fo<.:ir hundred ninety-six A (496A), Code 

::; 1977, is amended by adding the followir!g new section: 

2 •· ::!EN SECTION. CO)lVERSION TO COOPERATIVE ASSOCIATrQN. A 

22 corporation incorporated under this chapter may become a 

~9 coope~a~~ve assccia~ion under chapter four h~ndred ninety-

30 nine (499) o:i' the Code by complying wit:: the procedures 

' established i.e sectio:1s one (l) 7-n.rcugh six (6) of this Act. 

32 S:;c. 9. The provisions o£ this Act are repealed effective 

33 July ' l979. 

3 4 EX.?::.t-"\)lATI.ON 

This Act provides a procedure whereby a corporati'on 
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l incorporated under chapter 491 of the Code can convert to 

2 a cooperative association under chapter 499. Under the present 

3 law such conversion can only take place by dissolving the 

4 corporation and reincorporating under chapter 499. 

5 

6 

7 

8 

9 

10 

i2 

::.3 
l4 
' -_._:. 

i7 

i8 

i9 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29. 

35 

-7- HF 338/25C 

• 

• 

• 



e 

HOUSE FILE 338 

AN ACT 

TO PROVIDE THAT CORPORATIONS ORGANIZED UNDER CHAPTER FOUR 

HUNDRED NINETY-ONE (4 91) OR CHAPTER FOUR HUNDRED NINETY­

SIX A (496A) OF THE CODE MAY ELECT TO BECOI1E COOPERATIVE 

ASSOCIATIONS UNDER CHAPTER FOUR HUNDRED NINETY-NINE (499) 

OF THE CODE. 

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

Section 1. Chapter four hundred ninety-nine (499), Code 

1977, is amended by adding sections two (2) through six (6) 

of this Act. 

Sec. 2. NEW SECTION. CONVERSION TO CHAPTER FOUR HUNDRED 

NINETY-NINE (499) COOPERATIVE ASSOCIATION. A corporation 

organized under chapter four hundred ninety-one (491) or 

chapter four hundred ninety-six A (496A) of the Code may 

become a cooperative association under chapter four hundred 

ninety-nine (499) of the Code when authorized in the following 

manner: 

1. The board of directors shall adopt a resolution 

recommending that the corporation be converted to a cooperative 

association under chapter four hundred ninety-nine (499) of 

the Code. This resolution shall include proposed amendments 

to the corporation's articles of incorporation which amendments 

are necessary or desirable so the corporation may conform 

to the structure and organization required of cooperative 

associations regulated by chapter four hundred ninety-nine 

(499) of the Code. The resolution shall also direct that 

the question of the conversion be submitted to a vote at a 

meeting of shareholders. The shareholder meeting may be 

either an annual or a special meeting. 

2. Written or printed notice of the shareholder meeting 

shall be delivered either personally or by mail not less than 

e • 
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twenty days before the meeting to each shareholder of record. 

The notice shall state the place, day, hour and purpose of 

the meeting. A copy and summary of the plan of conversion 

including a copy and summary of proposed amendments to the 

articles of incorporation shall be included in or enclosed 

with the notice. 

3. At the shareholder meeting a vote of the shareholders 

entitled to vote shall be taken on the resolution including 

the proposed article changes to convert the corporation. 

The plan of conversion shall be adopted upon receiving the 

affirmative vote of the holders of at least two-thirds of 

the outstanding shares of the corporation which 3hares were 

entitled to vote at such meeting, unless any class of shares 

is entitled to vote as a class. In the event any class of 

shares is entitled to vote as a class, the resolution shall 

require for its adoption the affirmative vote of the holders 

of at least a majority of the outstanding shares of each class 

entitled to vote as a class thereon and two-thirds of the 

total outstanding shares entitled to vote at the meeting. 

4. Upon shareholder approval, the plan of conversion and 

article amendments shall be executed on behalf of the 

corporation by its president or a vice president and by its 

secretary or an assistant secretary, and shall be verified 

by one of the officers signing a statement, which statement 

shall set forth: 

a. The name of the corporation. 

b. A copy of the plan of conversion adopted by the 

shareholders including the amended articles of incorporation. 

c. The number of shares of stock outstanding; the number 

of shares entitled to vote; if the shares of any class were 

entitled to vote as a class; the designation of. each class 

and the number of shares of that class entitled to vote. 

d. The number of shares voted for and against the plan 

of conversion, respectively. If the shares of any class were 

entitled to vote as a class, the number of shares of each 

,. 
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class that voted for and against the plan, respectively. 

Sec. 3. NEW SI:CTION. FILING OF COl'IVERSION PLAN AilD NEW 

ARTICLES. A duly executed and acknowledged copy of t:-1e 

articles of incorporation as amended of the converted 

corporation shall be forwarded to the secretary of state for 

filing and recording. Upon approving the articles and payment 

of fees as provided in section four hundred ninety-nine point 

forty-five (499.45) of the Code, the secretary of state shall 

issue a new certificate of incorporation and shall forward 

the articles to the county recorder of the county where the 

newly converted association has its principal place of 

ousiness. Upon the issuance of the new certificate of 

incorporation the converted corporation's chapter four hundred 

ninety-one (491) or chapter four hundred ninety-six A (496A) 

character shall cease and the chapter four hundred ninety­

nine (499) existence shall begin unless the certificate in 

conformity with the amended articles of incorporation provides 

that it shall become effective on a stated day not more than 

ninety days in the future. In the event the articles indicate 

a future effective date, the conversion shall become effective 

on the day stated without further action by either the 

corporation or secretary of state. 

Sec. 4. NEW SECTION. NOTICE. Notice of the corporation's 

conversion to a chapter four hundred ninety-nine (499) 

cooperative association shall be given as provided in sections 

four hundred ninety-one point seventeen (491.17) and four 

hundred ninety-one point eighteen (491.18) of the Code. 

Included in the notice shall be a brief explanation that the 

corporation has changed its corporate form to a chapter four 

hundred ninety-nine (499) cooperative association. 

Sec. 5. NEW SECTION. EFFECT OF CONVERSION. When the 

conversion to a chapter four hundred ninety-nine (499) 

cooperative association has become effected: 

1. The converted corporation shall be subject to all t:1e 

duties and liabilities of a cooperative association under 

e e 
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chapter four hundred ninety-nine (499) of the Code as if the 

corporation was initially organized under c:1apter four hundred 

ninety-nine (499) of the Code. 

2. The converted corporation shall possess all the rights, 

privileges, immunities and franchises inuring to it before 

the conversion except those which the corporation possessed 

only because it \vas incorporated under chapter four hundred 

ninety-one (491) or chapter four hundred ninety-six A (496A) 

of the Code. The converted corporation shall possess all 

property, real, personal and mixed and all debts due on 

whatever account, including subscriptions to shares, and all 

other chases in action, and every other interest belonging 

or due to or vesting in the corporation. These property 

rights shall be taken and deemed to be transferred to and 

vested in the converted corporation 'tlithout further action. 

Title to any real estate, or any interest therein, vested 

in any such corporation shall not revert or be in any way 

impaired by reason of such conversion. 

3. The converted corporation shall be responsible and 

liable for all the liabilities and obligations incurred while 

it tvas organized under chapter four hundred ninety-one (491) 

or chapter four hundred ninety-six A (496A) of the Code. 

Any claim existing or action or proceeding pending by or 

against any such corporation may be prosecuted to judgment 

as if the conversion had not taken place, or the new 

cooperative association may be substituted in its place. 

The rights of creditors and liens upon the property of the 

converted corporation shall not be impaired by the conversion. 

Sec. 6. NEW SECTION. RIGHTS OF DISSENTING SHAREHOLDERS. 

1. A shareholder of a corporation whose board of directors 

adopted a resolution recommending conversion to a cooperative 

association shall be entitled to the dissenting shareholder's 

rights pursuant to this section if the shareholder does the 

following: 

a. Files with the corporation a written objection to the 

e ,..,, 
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resolution prior to or at the shareholder meeting at which 

the conversion resolution is submitted to vote, and 

b. Refrains from voting in favor of the conversion 

resolution, and 

c. Within twenty days after the shareholder vote, makes 

a written demand on the corporation for a payment of the fair 

value of his or her shares as of the day prior to the date 

on which the shareholder vote was taken approving the 

conversion. This demand shall state the number and class 

of the shares owned by the dissenting shareholder. 

2. Upon the surrender of the shareholder's certificate 

or certificates representing the shares, the converted 

corporation shall pay the shareholder who complied with 

subsection one (1) of this section, the fair value for the 

shares. Any shareholder failing to comply with subsection 

one (1) of this section shall be presumed to have consented 

to the conversion and shall be bound by the terms of the 

conversion. 

3. If within thirty days after the shareholder vote, the 

value of the dissenting shareholder's shares is agreed upon 

by the dissenting shareholder and the corporation, payment 

for those shares shall be made within ninety days after the 

shareholder vote, upon the surrender of the shareholder's 

certificate or certificates representing the shares. Upon 

payment of the agreed value the dissenting shareholder shall 

cease to have any interest in the shares or in the converted 

corporation. 

4. If within thirty days after the shareholder vote, the 

value of the dissenting shareholder's shares is not agreed 

upon by the dissenting shareholder and the corporation, the 

dissenting shareholder may within sixty days after the 

expiration of this thirty-day period, file a petition in the 

district court of the district in which is located the 

registered office or principal place of business of the 

converted corporation. This petition shall ask for a finding 
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and determination of the fair value of these shares and the 

dissenting shareholder shall be entitled to judgment against 

the converted corporation for the amount of the fair value 

of the shares valued at the day prior to the date on which 

the shareholder vote was taken approving the conversion. 

The dissenting shareholder shall also be entitled to interest 

at the legal rate from the date of such judgment. The action, 

if filed, shall be prosecuted as an equitable action and the 

practice and procedure shall conform to the practice and 

procedure in equity cases. 

The court's judgment shall be payable only upon and 

simultaneously with the surrender to the converted corporation 

of the certificate or certificates representing the shares. 

Upon payment of the judgment, the dissenting shareholder shall 

cease to have any interest in such shares, or in the converted 

corporation. Unless the dissenting shareholder shall file 

such petition within the time specified, such shareholder 

and all persons claiming under,the shareholder shall be 

presumed to have approved and ratified the conversion 

resolution and shall be bound by its terms. 

5. The right of a dissenting shareholder to be paid the 

fair value of his or her shares as herein provided shall cease 

if and when the corporation shall abandon the plan of 

conversion. 

6. Shares acquired by the corporation pursuant to the 

payment of the agreed value or pursuant to payment of a 

judgment entered into pursuant to this section may be held 

and disposed of by the corporation as it may see fit. 

Sec. 7. Chapter four hundred ninety-one (491), Code 1977, 

is amended by adding the following new section: 

NEW SECTION. CONVERSION TO COOPERATIVE ASSOCIATIO::.. A 

corporation incorporated under this chapter may become a 

cooperative association under chapter four hundred ninety­

:line (499) of the Code by complying with the procedures 

established in sections one (1) through six (6) of this Act. 

~ 
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Sec. 8. Chapter four hundred ninety-six A (496A}, Code 

1977, is amended by adding the following new section: 

NEW SECTION. CONVERSION TO COOPERATIVE ASSOCIATION. A 

corporation incorporated under this chapter may become a 

cooperative association under chapter four hundred ninety­

nine (499) of the Code by complying with the procedures 

established in sections one (1) through six (6) of this Act. 

Sec. 9. The provisions of this Act are repealed effective 

July 1, 1979. 
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