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S.F. H.F. 3~? 

1 Section 1. Section 9H.l, subsection 1, u~numbered 

2 paragraph 1, Code 1993, is amended to read as follows: 

3 ''Actively engaged in farming'' means t~at a natural person 

4 who is a shareholder and an officer, director or employee of 

5 the corporation or who is a member or manager of the limited 

6 :iahility __ ~ompany eit~er: 

7 Sec. 2. Section 9H.l, Code 1993, is amended by adding :he 

8 following new subsection: 

9 NEW SUBSEC:'ION. 3A. ''Authorized limited liability 

10 company'' means a iimited :iability company o:her than a family 

il farm limited liability company founded for the purpose of 

12 farming and the ownershlp of agr~cultura: iand in wh~ch all of 

ll the following apply: 

l4 a. The members do not exceed :wenty-flve in number. 

15 b. The members are all natural persons or persons acting 

:6 in a fiduciary capacity for the benefit of nat~ral persons or 

17 nonprofit corporations. 

18 Sec. 3. Section 9H.l, St;bsection 5, Code 1993, l.S ar:~ended 

19 to read as follows: 

20 s. "Bene:ic.:.al ovtners:,io" ir.c:udes 
---··~-- .. 

21 interests he:d by a nonresiden: a:~en individua: direct:y or 

22 indirectly holdi~g or acq~iring a ten percer.t or g~ea~e~ sha~e 

23 in the partnership, limited partnership, corporation, limlte~ 

2~ liabi:~ty company, or trust, or directly or indirec:ly through 

2S two or more such e~t~ties. In addition, the term b2~ef~cial 

26 ownership shall include interests he:d by all nonresident 

27 a:~erl individua:s if the nonreside~t alien individuals ~n :he 

2R aggregate directly or indirectly hold or acquire =wenty-five 

29 percent or more of the partne~sh:p, limited par:nership, 

JQ co~poration, il~ited ;iabili~v company, or trust. 

31 Sec. 4. Section 9H.l, Code 1993, is ame~ded by addi~g :~e 

32 following new subsection: 

:n !ll2W SU3SECTIO!><. 8A. "Fam~l.y 

_;4 co~pa~y·• ;~ea~s a li~ited ~iability compa~y wh~ch ~eet~ al: cf 

35 the ~oilowing conditions: 
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S.F. H.F. 

l a. The limited :iability company is :ounded for the 

2 pu~pose of farming and the ownership of agricultural land in 

3 which the majority of the members are persons relaced to each 

4 ct~er as spouse, parent, grandparent, lineal ascer.da~ts of 

S grandparents or ~heir spouses and other lineal descendants of 

5 the grar1dparents or their spouses, or persons acting 1n a 

J fiduciary capacity for persons so related. 

8 b. All of the members of the limited liabi~ity company are 

9 natura: persons or persons ac~ing in a fiduciary capacity for 

10 the be~efit of natural persons or fa~ily t~u~ts. 

•• c. Sixty percent of the gross revenues of the l~mited 

l2 ~iabi"ity company over t~e lase consecutive tr.ree-year perlod 

lJ comes from farming. 

"4 Sec. 5. Section 9H.2, unnumbered paragraph _, Code :993, 

15 is axe~ded to read as fo:lows: 

l6 :n order ~o preserve free ar.d private ente~prise, preve~t 

17 mo~opoly, and protect consumers, it is unlawful for any 

l8 processor of beef or oork or limited partnershio in which a . . 
19 proc~ssor holds partnership shares as a general pa~t:1er or 

20 parLnership shares as a limited partner, or limited liability 

21 company in which a processor is a member, to own, control or 

22 operate a feedlot in iowa in which hogs or cattle are fed for 

23 slaughter. In addition, a processor shall not directly or 

24 indirectly control the manufacturing, processing, or 

25 preparation for sale of pork products derived from swine if 

26 the processor contracted for che care and feeding o~ the sw:ne 

27 in this state. However, this section does not app:y to a 

28 cooperative association organized under chap:er 497, 498, or 

29 499, if the cooperative association contracts for the care and 

30 :eeding of swine with a member of tne cooperative assoc1a::on 

31 who is actively engaged in farming. This section does not 

32 app:y to an association organized as a cooperat:ve ~n which 

33 another cooperat:ve association organized under chapter 497, 

34 498, or 499 is a member, if the associat1on concracts witn a 

35 member which is a cooperat~ve association organized ~nder 
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S.F. H.F. 3~7 

1 chapter 497, 498, or C99, which contracts for ~he care and 

2 feeding of swine with a member of the cooperative who is 

3 actively engaged in farming. This section shall not preclude 

4 a processor~ o~ li~ited partnership, or limited liabilitv 

5 company from contracting for the purchase of hogs or cattle, 

6 provided that whe~e the contract sets a date fo~ delivery 

7 which is more than twenty days after the making of the 

8 contract it shal~: 

9 Sec. 6. Sect!on 9H.2, subsection 2, Code 1993, is amended 

10 to read as follows: 

1! 2. Specify the conch for the delivery, and shall al:ow the 
• 

12 farmer to set the week for the delivery wi~hin s~ch month and 

n the processor!. e.- lit.1ited parr.ners!'.Lp~ Lr:.i~ed}_iabilit_y 

14 company to set the date ~or delivery within such week. ~his 

15 section shall not prevent processors o~ educat1onal 

16 1nstitutions f~on carrying on legitimate research, 

17 educa:io~al, or de~ons~ration activities, nor sha!l it prevent 

lH processors from owning and opera:ing facilities to provide 

19 normal care and feeding of animals ~or a period not to exceed 

20 r.en cays i:ThT:ediately prior to sla'-lghcer, or :or a loc:ger 

21 period in an e:nergency. Any processor o~ l1m1ted partc:ership 

22 which owns, controls, or operates a feedlot on Augus~ 15, :975 

23 shal: have until Ju!y 1, 1985 ~o dispose of the p:operty. 

21 Sec. 7. Section 9H.4, unn~mbered paras:aph :, Code l993, 

25 1s arne~ded to read as Eo!lows: 

26 So~ corpora:ion, !ct.1i:ed liabi<ity ~?~any, or t:ust, 

27 ether tha~ a family farm corporation, authorized farm 

2~ corporation, ~a:r.i:y fa!:"n lirr:i~~d liabi:;.:ty co:npa;;·;, authorized 

29 l:~~ted liability comoanv, fami:y tr~st, a~thorized :r~st or 

JG t.~slarr.entary trust shal: not, ei·:her direct:.y o: .:..ndirect::..y, 

J~ acqui~P or ocherw~se obta~~ or lease a~y agric~ltu~al :a~d .:..n 

32 th~s state. iicwever, the :es:ric:ions provided ~n this 

31 sec~:cn shal: ~ot apply :o the ~oliow~ng: 

3~ Sec. 8. Sect.:..on 9H.4, subsectio~ 2, pa~agraph a, Code 

J5 l993, 1s arr.er.ded :c read as fo:.:.o<·ls: 

-3-
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l a. Research and experimental activities are undertaken on 

2 the agricultural land and commercial sales of products 

3 produced from farming the agricultural land do not occur or 

4 are incidental to the research or experimental purposes of che 

5 corporation or limited liability company. Co~mercial sales 

6 are incidental to the reseatch or experimental purposes of the 

7 corporation or limited liability company when such sales are 

8 less than twenty-five percent of the gross sales of the 

9 primary product of the research. 

10 Sec. 9. Section 9H.4, subsection 2, paragraph c, Code 

ll 1993, is amended to read as follows: 

12 c. The agricultural land is used by a corporat1on, or 

13 limited liability co~~ including any trade or business 

14 1-1hich is under common control. as provided in 26 u.s.c. § 4:4 

15 for the primary purpose of testing, developing, or produc1ng 

16 animals for sale or resale to farmers as breeding stoc~. 

17 However, after July 1, 1989, to qualify under this paragraph, 

18 the following conditions must be satisfied: 

19 (l) The corporation or limited liability company must not 

20 hold the agricultural land other than as a lessee. The te~m 

21 of the lease must be for not more than twelve years. The 

22 corporation or limited liability company shal: not renew a 

23 lease. The corporation or limited liability c~~oany shall not 

24 enter into a lease under this paragraph, if the corpora:ion or 

2? limited liability company has ever entered into another lease 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

under this paragraph "c", whether or not the :ease :s i:1 

effect. However, this subparagraph does not apply to a 

domestic corporation organized under chapter 504 or 504A. 

(2) A term or condition of sale, including resale, of 

breeding stock must not relate to the direct or indirect 

control by the corporation or limited liability company of :~e 

breeding stock or breeding stock progeny subsequent to the 

sale. 

(3) The number of acres of agricu:tural land held by the 

corporatcon or limited liabil~ty compa~ must not exceed s:x 
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l hundred forty acres. 

2 (4) The corporation or limited liability company must 

3 deliver a copy of the lease to the secretary of state. The 

4 seccetary of state s~all notify ~he lessee of receip~ of the 

S copy of the lease. However, this subparagraph does not apply 

6 to a domestic corporation organized ~nde~ chapter 504 or 504A. 

7 Culls and test animals may be sold under this paragraph 

8 ''c''. For a three-year period beginning on the date that the 

9 corporation or :imited ::ab~lity company acquires an interest 

:o in the agricultural land, the gross sales for any year shall 

ll not be greater than five hundred thousand dollars. After the 

12 three-year per1od ends, the gross sales for any year shall not 

l3 be greater than twenty-f:ve percent of the gross sales :or 

14 that year of the breeding stock, or five hundred thousand 

lS dollars, whichever is less. 

16 Sec. 10. Section 9H.4, subsection 4, Code 1993, lS amended 

17 to ~ead as follows: 

iB 4. Agricultural !and acquired by a corporatior: or limited 

19 liability company for irr~ediate or potential use 1n nonfarm1ng 

20 purposes. 

21 Sec. ll. Section 9H.4, s;Jbsection S, Code 1993, is ar.:enced 

27 co read as follows: 

23 5. Agricultural land acquired by a corporar.ion or limited 

24 liability compdny by process of law in the collection of 

2~ deh~s, or purs~ant to a cont~act for deed executed prior to 

26 August 15, 1975, or by any procedure for t~e e~forcemen~ of a 

27 lJen or claim thereon, w~ether created by nortgage or 

28 othe~;vise. 

29 Sec. l2. Secticr. 9H.4, subsection 8, Code 1993, is a:ne::ded 

iO to read as follows: 

31 8. A corporation or its subsidiary organized under c~ap~er 

"12 490 o~ a 1 :~it-ad ~ 'ar.' ., : --y co:nn··nv o ... a~:1izer. ··.-..de" --'-----~ :.:. .. ~.:- . .J..~ u ... .J..J..<. . .;. 0.•- -'~-~ .. - _. ._.,, ~ c::ao:er 

~J -~90A and to w~:ich sert~on 3~2.~ is app:~cdb~e. 

~-~ Sec. :3. Sec~1cn 9E.4, ~nnumbe~ed paragraph 2, C0de :993, 

~s :s a2c:l~ed :o read as foliows: 

-::,-
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A corporation, limited liability company, or trust, other 

2 than a family farm corporation, authorized farm corporation, 

3 fam~ly farm limited liability company, authorized limited 

4 liability company, family trust, authorized trust or 

5 testamentary trust, violating this section shall be assessed a 

6 civil penalty of not more than twenty-five thousand dol:ars 

7 and shall divest itself of any land held in violation of this 

8 section within one year after judgment. The courts of this 

9 state may prevent and restrain violations of t~is section 

10 through the issuance of an injunction. The attorney ger:eral 

ll or a county attorney shall institute suits on behalf of the 

12 state to prevent and restrain violations of this section. 

13 Sec. 14. Section 9H.S, subsection 1, unnumbered paragraph 

14 l, Code 1993, is amended to read as follows: 

15 An authorized farm corporation, author1zed l:mited 

16 .!:i._~b__!-)ity compar1y, or authorized trust shall not, on or after 

17 July l, 1987, and a limited partnership other than a family 

18 farm limited partnership shall not, on or after July 1, 1988, 

19 either directly or indirectly, acquire or otherwise obtain or 

20 lease agricultural land, if the total agricultural land either 

21 directly or indirectly ow11ed or leased by the authorized farm 

22 corporation, authorized limited liab.Uity company, limited 

23 partnership, or authorized trust would then exceed one 

24 thousand five hundred acres. 

25 Sec. 15. Section 9H.5, subsection 2, Code 1993, is amended 

26 to read as follows: 

27 2. A person shall not, after July l, 1988, become a 

28 stockholder of an authorized farm corporation, a beneEiciary 

29 of an authorized trust, member of an authorized l1mited 

30 liability company, or a limited partner in a limited 

3i partnership which owns or leases agricultural land if the 

32 pe,son is also any of the following: 

33 a. A stockholder of an authorized farm corporation. 

34 b. A beneficiary of an authorized trust. 

35 c. A limited partner in a limited partnership which owns 
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1 or leases agricultural land. 

2 d. A member of an a~thorized limited liabilitv compa~y. 

3 However, this subsection shall not apply to limited 

4 partners in a family farm limited partnership. 

5 Sec. 16. Sectio~ 9H.5, subsection 3, paragcaph a, Code 

6 1993, is ame~ded to read as follows: 

7 a. An authorized farm corporation, authorized trust, 

8 aut_h_or:_i_z_":<i_lii_n_lted :Lability company, or limited partnecship 

9 violating this sectiorl shall be assessed a c:v~l penalty of 

10 not moce than twenty-f~ve thousand dollars a~d shall divest 

11 itself of any land held in violation of this sec~ion withln 

12 one year after judgment. A civil penalty of not more than one 

13 thousar1d dollars may be imposed on a pe,son who becomes a 

14 stockholder of an authorized :arm corporation, ber.e:iciary of 

15 an authorized ~rlls:, member of an authorized lirr:ited liabil.:.tv 

l.6 company, o~ limited pa~tner in a :imited par:nership 1:1 

17 v1o:at~on of th1s section. The person shall divest the 

18 interest held by the person in the corporation, tr~st, limited 

19 _!_~·~l:>_:_;_:_~y_~.<~_ITlf'?_ny_,_ or ~imited part:1ership to cor:~piy with this 

20 sec~ion. The court may determ~ne the method of divesti~g an 

21 interest held by a person found to be in violatio~ of this 

22 chapter. A financial gain rea:ized by a person w~o disposes 

23 of an interest ~eld i~ vio~ation of this chapter shali be 

24 forfeited to the state 1 S general fu~d. All court costs a~d 

25 fees sha:l be paid by the person holding the interest ~n 

26 violation of this c~apter. 

27 Sec. l7. Section 9H.5A, subsection 2, Code ~993, is 

28 ame~ded by addi~s 

29 NFW ?ARAGRAPH. 

the ~ol:owing ~ew parag~ap~: 

d. A pe~so~ who ~s a xexbcr, na~age~, 

JO aut~8rized reprPse~~ative o~ a limited :iabi~ity compa~y, 

0~ 

3~ o~her than a fd~i:y ~ar:n :i~ited liabi~ity company, ~ncludi~g 

3? at: authc:ized :~x::ed :i~t>ility coffipa~y, own:ng or leas~ng 

JJ ag~i·~~1~~ra: iand or engaged in farrni~g ~rl this s~a:e. 
1 • 
·' ~ SPC. 18. Sect:on 9H.5A, subsect:on 3, Code i993, is 

35 ame~ded to read as fellows: 

-7-
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' " 3. The report shall contain information for the last year 

2 regarding the reporting entity's corporation, limited 

3 partnership, limited liability company, or trust, and the 

4 agricultural land owned, leased, or held. However, this 

5 subsection shall not apply to a family farm corporation, a 

6 family farm limited partnership, a family f_ar:n limit'"-d 

7 liability company, or a family trust. The report shail 

8 contain the following information, if applicable: 

9 a. Whether the reporting entity represents a corporation, 

10 tn:s:, lim~~ed :iability companv, or limited part:lership. :f 

ll the reporting en:ity represents a corporat1on or limited 

12 l~ability company the report shall spec:fy if the corporation 

13 or l~mited liability company is fore~gn or domestic, profit or 

14 nonprofit, or an authorized farm corporation or authorized 

15 limited 

16 a trust 

17 trust. 

18 b. 

liabiltty company. If the reporting en:ity represents 

the report shall specify if the trust is an authorized 

The name of the reporting entity and tr.e name and 

19 address of the person supervising the daily operations on the 

20 agricultural land. 

21 c. The name, address, and citizenship if not from the 

22 United States, of each shareholder, limited partner, ~ember, 

23 or beneficiary of a corporation, trust, limited liahili~ 

24 company, or limited partnership. 

25 d. The total approximate number of acres, and the 

26 approximate number of acres by named county, of agricultural 

27 land which is owned, leased, or held by the corporation, 

28 trust, 

29 e. 

limited liability company, or llmiced partnershlp. 

The approximate number of acres of agricu~tural land 

30 which is owned and operated by the corporation, limited 

31 liab1l1ty compa~~~ or limited partnership; the approx:ma:e 

32 number of acres of agricultural land which is leased by the 

33 corporation, lim1ted liabil1ty company, limited partnership, 

34 or trust as a lessee; the approxima~e nu1nber of acres of 

35 agricultural land which :s leased ~rom the corporation, 

-8-



S.F. H.F. 3.2.2 

1 limited liabiltty company, limited partnership, or trust as a 

2 iessor; and the approximate n~mber of acres of agricultural 

3 land which is held in fee and operated by a trust. 

4 f. The approximate number of acres o: agricultural land 

5 which the corporation, l:mited liability co"-pa~y, trust, or 

6 limited partnership used :or the production oE row crops. 

7 g. 

8 sheep, 

The approximate number of livestock, :ncl~ding cattle, 

swine, or poultry, owned, contrac=ed for, or kept by 

9 the corporation, :imited liab~iity co~pany, trust, or limited 

10 partnersh:p, and the approx1mate ~umber a: cf:spring prod~ced 

ll from the :ivestock. 

12 Sec. 19. Section 9H.:O, Code 1993, is amended to read as 

13 follows: 

14 9H.l0 SIGNING REPORTS. 

l5 Reports by corporacions shall be stgned by the president or 

i6 other officer or authorized representative. Reoorts by 

l7 limj_t~_d l1ability companies shall be __ ~~ed bv a mar.aaer or 

;8 S>thcr._authorizpd represen::a~_ive_:_ Reports by ::mi:ed 

19 partnerships shal.l be signed by the pres•dert or o~her 

20 authorized represe~ta:ive of the partnership. Reports by 

21 individua1s shall be signed by the indiv1dual or an authorized 

22 representa~ive. 

23 Sec. 20. Sect~on 9H.l4, Code !993, is arrended to read as 

2~ follows: 

25 9H.l4 DUTIES OF SECRE~ARY OF STATE. 

26 The secretary of state shall notify the attorney general 

?.7 w~er. :he secretary of state r.as reason to believe a violat~c~ 

28 of this chapter has occ~rred. It is the in~ent of this 

20 seclio~ that i~fo~mat~o~ sha:: be ~ade available ~o :neffibe~s o~ 

3i assenbly i~ order ~o Jetcr~ir1e ~he exte~t of ~d:~~~~g bei~g 

32 ca~r:ed Otlt ~~ this s~ate by corpora:ions and cthe: busi~ess 

3i P~t~iti.es a:~~ t~e e~fec: o~ s~c~ farD~ng p~act~ces ~po~ the 

J. ::- . : ~ ;-., : ~ . t . . ··- ~ ; -- . : "'1 ; .. d ...... -~ . ~ : ;.... ' -:; ... .~.. ...... __ '·'·_/ coa:oa ... e~""'!.... .;.J...L,.;.·_e ?a .. \.... .. ets.~ .... ps, ..... rusl...S, 
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S.F. H.F. 3:J.1 

l contractors, and processors required in this chapter shall be 

2 confide~tia: reports except as to the attorney general for 

3 review and appropriate action when necessary. ~he secretary 

4 of state shall assist any committee of the general assembly 

5 existing or established for the purposes of studying the 

6 effects of this chapter and the practices this chapter seeks 

7 to study and regulate. 

8 Sec. 21. Section 490A.l24, subsection l, paragraph u, Code 

9 1993, :s amended to read as follows: 

10 u. App:ication for certificate of withd~awal cancellation 

ll ........................................................ s 10 

12 Sec. 22. Section 490A.202, Code 1993, is amended by adding 

13 the following new subsection: 

14 NEW SUBSECTION. 17. a. Except as provided :n paragraph 

15 ''d'', indemnify an individuai made a party to a proceeding 

16 because the individual is or was a member or manager against 

17 liability incurred in the proceeding if all of the following 

18 apply: 

19 (l) The individual acted in good faith. 

20 (2) The individual reasonably believed: 

21 (a) In the case of conduct in the individual's official 

22 capacity w1th the limited liability company, that the 

23 individual's conduct was 1n the limited liability company's 

24 best interests. 

2S (b) In all other cases, that the individual's conduct was 

26 at least not opposed to the limi:ed liability company's best 

27 interests. 

28 (3) In the case of any crim1nal proceed~ng, tne ~ndivid~al 

29 had no reasonab:e ca~se :o believe the individual's conduc~ 

30 was unlawful. 

31 b. A member's or ~anager's conduct with respec: to an 

32 emp:oyee benefit p~an for a purpose the ~ember or manager 

33 reasonably believed :o be in the interests of the participan~s 

34 in and ber.efic1aries of the plan is conduct that satisf:es t~e 

35 require~ent of paragrap~ "a'', subparagrap~ (2), subpa~agrap~ 
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i subdivision (b). 

2 c. The te:mi~ation of a proceeding by judgment, order, 

3 settlement, conviction, oc upon a plea of nolo contendere or 

4 cts eqJivalent is not, of :tself, dete:minative that the 

S di:ec:or did not meet :he standard of conduct desc:ibed in 

6 this subsection. 

7 d. A l~~ited :iability company shall not 1ndemnify a 

3 member or manager unde: this subsection in either of the 

9 following circu~s:ances: 
j_Q ( l ) In connection with a proceeding by or in the right of 

:1 the limited :iability compa~y i~ which the mPI~ber or ma~age: 

1) was adjudged l1able to :~e 

( 2 ) In connectio~ wi~h 

limited liabi:ity comp~ny. 

any other proceeding charging 

:4 :mproper personal bcJleE~t to the ~e~ber or manager, whether o~ 

15 not involving action en the me~bcr's or manage:'s official 

16 capac:ty, in which =he member o: ~anager was ddJ~dged liab:e 

17 on the basis that persona: bene~i= was improperly received oy 

18 the member or manager. 

l9 e. Indemnification permitted under this s~bsection ~n 

20 connectiorl with a proceeding by or ln the right of the limited 

21 liability compa:1y is :ixited to reasonable expe~ses ~ncurreci 

72 i11 connection with the proceed:ng. 

23 Sec. 23. Section 490A. 70~, sc:bsection 2, Code l993, i.s 

24 a:11e::ded to read as fo:lows: 

75 2. Unless other~.:.se p~ovided in the articles of 

26 organ:zdtion or an ope~ating agree~e~t, a ~ft~~~me~~ maJ0~ 

27 vote shall be required tc approve =he ~ollow1ng ~atte~s: 

28 a. The d;ssc:u~ion a~d wi~ding up cf the :i~ited liabili:y 

29 company. 

)0 D. 7he q;;_·~·, e~,~~a,~~,o, ·e~se ToQ••ga~e ~·ea'cp 0• nt~e-·~~- ··-···-:"'- ......... , .... , '?'::-' ... _,·1 ~ ...... l,. 
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1 d7--An-amend~ent-to-the-d~tiele~-of-o~g~ni~ation-o~ 

2 ope~ating-agreement7 

3 Sec. 24. Section 490A.701, Code 1993, is amended by addi~g 

4 the following new subsection: 

5 NEW SUBSECTION. 3. Unless otherwise provided in the 

6 articles of organization or an operating agceement, a 

7 unan1mous vote shall be required to approve an amendment to 

8 the articles of organization or operating agreement. 

9 Sec. 25. Section 490A.702, Code 1993, is amended to read 

lQ as follo>vs: 

ll 490A. 702 t>'.ANAGE~1£NT OF LIMITED LIABILITY COMPANY. 

12 •. Unless the articles of organization or an operating 

l3 agreement provides for managewent of a limited :iabi1ity 

14 company by a manager or managers, management of a limited 

lS liability company shall be vested in its members. 

the articles o: 16 2. Unless otherwise 

17 organ1zation at:9 except 

.P!_ov 1 ded in 

as _ _p_~ov ided in subsection 1, ev~r~ 

~8 :ue:r.~17r is an ago=_nt of the lim~ted liability c;omoar.v for the 

19 

20 

2urpo~~ of 

inc; u_di_no, 

its business or 

but :10t ::.imited 

affairs. The act of ~r:y 

to, the execution :n :he 
·--

21 the limited liabil~ty company of any instrument, __ ~9! 

me:~;:::,e r , 

name of 

22 ~pparently ca!!Ying on in the ordinary cou!s~ the business or 

23 ~ffairs of _the limited liC!bility compa'2Y shall bi:cd the 

24 limite<:!_ liability c<:>_m_p_any, unless th_<7_ me:r.ber so actit}g has, ... 

25 _fact, no auth9r_1ty :o act f?.r the J.imi:ed :1ability compaf!y __ ~_I2 

26 .::tc:.h:.:e'---"D"'-9rt.icular ma~_!er, and the _£~rson tYi:!1 whom :~e me:.tber is 

2"1 dealing __ has knm:1edge of the fact that the :r:e:nbe~ has no such 

28 authority. 

29 3. If the a!ticles of organization orov1de :hat manageme~t 

!0 of the !imited iiab!lity cornoany is vested 1:1 a manager o~ 

31 managers the following apo:i.y: 

32 a. A member, acttl"!_g solely 1n the capaci:y as a me:nber, 1s 

33 not a:1 agent of the _:imited lial:?ility comoany_._ 

34 b. Every ~anager is_ an agent of the limited ::abilitv 

35 comoany for the ourpose of its busir.ess or affairs. The ace 
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.... o~ any manag_~_:, inclt..:d~_:;a, but not limited to, the execution -- ~ . -

2 in the name of the ltmit-.ed l1abi:!.ity __ s;orr.pany ()!"~ 

3 instrumer.t, f_or aoparently carrying on i_~l_t:--,e ordi~ary cou:-se 

~ the business or atfairs of the li~ited liab~lity compa~y shall 

S bi:1d the limited l_iabi ~ity C()m:Jany, unless the :nar.ace~ so 

6 acting__h~?, _!n fac::, _r_~o autr.o;_ity to ac_t_ for t.h~ ~ i:nited 

7 L.3bi: tr,~L_company :n the> :Jart:cu:ar r:~a_tte~, an~ the person 

8 ~E the fact 

9 :hat the r:~anager has no_such authority. 

lO i.:_ ___ j\n act of a mar.acec or a nember 1-1f:ich ~s r._otapoarently 

ll for the carryinq on in the ordinary cour_e;e of Dllsi_:Jess of :h_e_ 

l2 limited lia_b_ili ty company does r.ot bi:-.d the limited ::_abll i ty 

lJ ~_?~a;!y unless authorized in accordance \·lith the ar::.ic:es of 

14 ~£.9~_niz9tion or an operati.:1c acEe_e~.en:, at the time of the 

1:. _::rar.sact-.ion or a;: _a:cy othe:: __ time. 

}6 5. An act of a manacer or meMber 1~ cont~ave:1:ior1 of a 
-· -

17 restrictio0 __ ~. authority ~hall not t?.~J1d the limited liabili~ . .Y. 
18 company t_o_.P.ersons havir~g knO\oJledae of the restriction. 

19 Sec. 26. Section 490A.704, Code :993, is amended to read 

20 as foilows: 

2~ 490A.704 WITHDRAWAL OF MEM~~R. 

22 A member may withdraw from a limited liability company a: 

2J the Lime or upon the happe~ing of events spec:fied in wri:ing 

24 in the articles of organization or an operating agreeme~t. If 

25 the articles of organization or an operating agreement does 

26 not specify in writing tte time or the events upon the 

27 happening of which a member may withdraw, a membe:: may 

28 wi:hdraw upon not less than s1x months' prior written notice 

29 to each member at the member's address on the books of the 

10 limited liability company. The articles of organization or a~ 

31 operating agreement r:~ay prohibit w1thdrawal by a rember. 

3/ Sec. 27. Section 490A.707, Code 1993, is amended ~o read 

33 as fu .. lows: 

34 490A. 707 I.,IMITAT:ON OF LIABIL:TY OF MA:\AC:::Rs. 

15 The articles of organization may contain a provisio:c 
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l eliminating or limiting the personal liability of a manager to 

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

3 members with whom the m.3nagement of the llmited llabicit:t 

4 comoany is vested pursuant to sect1on 490A.702, to the li:ni:ed 

5 liability company or to its members for monetary damages for 

6 breach of fiduciary duty as a manager or a memt:_er "'ith _:vhon• 

7 man_ager.:eC~t of the _l_imiced liability company is veste9, if the 

8 provision does not el:minate or limit the liahil1ty of a 

9 manager or a member with whom management of the limited 

10 liab~;ity company is vested for any of the following: 

ll -· Breach of the manager's 2r member'~ duty of loyalty to 

12 the limited liability company or to its members. 

l3 2. Acts or omissions not in good faith or which involve 

14 intentional misconduct or a knowing violation of law. 

15 3. Transaction from which the manager or member derives an 

16 improper personal benefit or a wrongfu: distribution in 

17 violation of section 490A.807. 

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

19 manager or member with whom management of the limited 

20 liability company is vested for an act or omission occurring 

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

27 organization becomes effective. 

23 Sec. 28. Section 490A.l203, subsection 2, paras~aph a, 

24 Code 1993, is amended to read as follows: 

25 a. By the anan~mea~ maiority conse:Jt of the ~en,bers of 

26 each limited liability company that is a constitue~t ent1ty, 

27 unless the articles of organization or an operat~ng agreeme11: 

28 of a"y such limited liability company provides ocherwise. 

29 Sec. 29. Section 490A.l206, subsection 1, unnumbered 

30 paragraph l, Code 1993, is amended to read as fol:ows: 

31 Any one or more limited liability companies of this state 

32 may merge with or into one or more foreign limited liability 

33 companies, foreign corporatio~s, or Eo~eign limited 

34 partnerships. or any one or more foreign ::mited liabi:ity 

35 compa~ies, foreign corporations, or fore1gn limited 
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1 partnerships may merge with o: 
, . . .. 

into any one or more .1~1teo 

2 liability companies of th1s state, if all of the following 

l apply: 

4 Sec. 30. Section 490A.l301, subsection 1, Code 1993, is 

5 amended to read as follows: 

6 ' .._ . At the time on ~he happening of an event specified or 

7 in thcs c~~pter or in the articles of organization or an 

8 operating agreement to cause dissolution. 

9 Sec. 31. Section 490A.!30!, subsection 3, Code 1993, 1s 

10 amended to read as follows: 

-'-' 3. tlpol'! un;ess ctherv;ise prov1ded in thearticles of 

12 org_an1za:ion C>.~ an ooerat:.ng agree:r,ent, uoo:: the dea:h, 

13 withdrawa:, expulsion, ba~kr~plcy, or dissolu:ion of a member 

14 or occurrence of any other event, except ass~grlme~t of a 

15 

16 

17 

l8 

: 9 

membership 

t.ermi.nates 

liability 

llability 

re:nti~Mil'!g 

inte~est voluntari~y or by opera:io~ oE law, that 

the cont.!~ued merr~bership of a :nei.lbcr .l.• the ~imited 

company, unless the bus1ness of the lim1ted 

company is contin~ed by the ~~aft~w.etl~ consent o: ~he 

members in t~e manner stated in the articles of 

20 organ:Z_ation or an ooerati"q _ag_reer::e:lt or if not so stated~.....EJ:' 

21 the t:nan1mous cor:_~ent of t'le_r_emau~ing members. 

22 Sec. 32. Section 490A.:402, unnumbered pacagraph 1, Code 

23 1993, is amended to read as follows: 

24 A foreign lim1ted liability company may apply for a 

25 cerlificate of reg~stratie~ authority to transact bus:ness :n 

26 this state by del1vering an application to the secretary of 

27 state for filing. An application for registration as a 

28 foreign limited liability company s~all set forth all of the 

29 following: 

10 Sec. 33. Section 490A.l406, unnumbered paragraph ~. Code 

Jl 1993, is amended co read as follows: 

32 A foreign limited liab:lity company may cance1 its 

33 certificate of reg~s~rat±cn authority by de!iver~ng to the 

34 secretary of state for fi1ing a cer~iflcate of ca~ce:lation 

35 which shall set forth all of the :ol:owing: 
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' .._ Sec. 34. Section 490A.l407, subsection 2, paragraph b, 

2 Code 1993, is amended to read as follows: 

3 b. Holding meetings of the members or managers or carrying 

4 on other activities concerning internal eorporate company 

5 affairs. 

6 Sec. 35. Section 490A.l410, subsection l, unnumbered 

7 paragraph 1, Code 1993, is amended to read as ~ollows: 

8 The certificate of registrat±oft authority of a foreign 

9 limtted liability company to transact business in this state 

10 may be revoked by the secretary of state upon the occurrence 

ll of any of the following: 

12 Sec. 36. Section 490A.l516, Code 1993, is amended to read 

13 as follows: 

14 490A.l516 DISSOLUTION OR LIQUIDATION. 

15 Violation 

16 professional 

of any provision of this subchapter 

limited liability company or any of 

by a 

i:s members 

17 or managers shall be cause for its involuntary dissolution, or 

18 liqtaidation of its assets and business by the district co~rt, 

19 as provided 1n section 490A.l302. Upon the death of the :ast 

20 re~ain1ng member of a professional limited liab1l1ty company, 

21 or when the last remaining member is :10t licensed or ceases to 

22 be licensed to practice a profession in this state which the 

23 pcofessional limited liability company is authorized to 

24 practice, or when any person other than the member of record 

25 becomes entitled to have all membership interests of the lase 

26 remaining member of the professional li~ited liabi:ity company 

27 transferred into that person's name or to exercise voting 

28 rights, except as a proxy, with respect to such membership 

29 interests, the professional limited liability company shall 

30 not practice any profession and it shall be prompt:y 

31 dissolved. However, if prior to dissoJ.ution a: ~ outstand1:-:g 

32 membership interests of the professi.onal : imi ted liabi:ity 

33 company are acquired by ofte two or r.~ore persons :icensed tc --
34 practice a profession in this state which the professional 

35 :1mited liabi:ity compa~y is authorized to practice, the 
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_ professional limited liability company need not be dissolved 

2 and may practice the profession as provided in this 

3 subchapter. 

4 Sec. 37. Section 9H.3A, Code 1993, is repealed. 

5 EX?~ANATION 

6 This bill provides that limited liability corepan~es nay ow~ 

7 and lease agriculttaral land to the same extent as 

8 corporations. The bill also authorizes a limited liabicity 

9 co:ntJany to lndemnify a membe~ or :nanage~, that unless 

10 speclfied in the articles of organization, every member of a 

ll cimi:ed ~iability company is an age~t of the company, that the 

12 articles of organizatio~ may limi: or eliminate the liability 

13 not only of managers, but members who have been g:ven 

14 managemen= duties, and that the a~ticles of organization or 

15 operating agreement may provide for the manner in which the 

16 !imited liability company may continue in operation following 

17 the departure of a member. 

18 In addition, the bill corrects several technical errors, 

19 provodes that certain decisions affecting a limited liability 

20 company can be made by majori:y vote of the membe~s instead of 

21 unanimous consent, and provides that the articles of 

22 organization or an operating agreement may prohibit the 

23 withdrawal of a 

24 Finally, the 

member from a limited liability company. 

bill repeals the complete prohibition on 

25 limited liability companies owning or leasing agricultural 

26 

27 

28 

29 

30 

Jl 

32 

33 

34 

35 

land. 
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1 Section 1. Section 9H.l, subsection 1, unnumbered 
2 paragraph 1, Code 1993, is amended to read as follows: 
3 1. "Actively engaged in farming" means that a natural 
4 person who is a shareholder and an officer, director or 
5 employee of the corporation or who is a member or manager of 
6 the limited liability company either: 
7 Sec. 2. Section 9H.l, Code 1993, is amended by adding the 
8 following new subsection: 
9 NEW SUBSECTION, 3A. "Authorized limited liability 

10 company" means a limited liability company other than a family 

11 farm limited liability company founded for the purpose of 
12 farming and the ownership of agricultural land in which all of 

13 the following apply: 
14 a. The members do not exceed twenty-five in number. 

' 15 b. The members are all natural persons or persons acting 
16 in a fiduciary capacity for the benefit of natural persons or 
17 nonprofit corporations. 
18 Sec. 3. Section 9H.l, subsection 5, Code 1993, is amended 

19 to read as follows: 
20 5. ~he-~erm-Ube"erteta% "Beneficial ownership" includes 
21 interests held by a nonresident alien individual directly or 
22 indirectly holding or acquiring a ten percent or greater share 
23 in the partnership, limited partnership, corporation, limited 
24 liability company, or trust, or directly or indirectly through 
25 two or more such entities. In addition, the term beneficial 
26 ownership shall include interests held by all nonresident 

27 alien individuals if the nonresident alien individuals in the 
28 aggregate directly or indirectly hold or acquire twenty-five 
29 percent or more of the partnership, limited partnership, 
30 corporation, limited liability company, or trust. 

31 Sec. 4. Section 9H.l, Code 1993, is amended by adding the 
32 following new subsection: 

33 NEW SUBSECTION. SA. 
34 company" means a limited 
35 the following conditions: 

"Family farm limited liability 
liability company which meets all of 
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1 a. The limited liability company is founded for the 
2 purpose of farming and the ownership of agricultural land in 
3 which the majority of the members are persons related to each 
4 other as spouse, parent, grandparent, lineal ascendants of 

5 grandparents or their spouses and other lineal descendants of 
6 the grandparents or their spouses, or persons acting in a 

7 fiduciary capacity fQr persons so related. 
8 b. All of the members of the limited liability company are 

9 natural persons or persons acting 
10 the benefit of natural persons or 

in a fiduciary capacity for 
family trusts. 

11 c. Sixty percent of the gross revenues of the limited 
12 liability company over the last consecutive three-year period 

13 comes from farming. 
14 Sec. 5. Section 9H.l, Code 1993, is amended by adding the 

15 following new subsection: 
16 NEW SUBSECTION. 13A. "Limited liability company" means a 

17 limited liability company as defined in section 490A.102, 
18 subsection 10 or 13, which owns or leases agricultural land or 
19 is engaged 
20 Sec. 6. 

in farming. 
Section 9H.2, unnumbered paragraph 1, Code 1993, 

21 is amended to read as follows: 
22 In order to preserve free and private enterprise, prevent 

23 monopoly, and protect consumers, it is unlawful for any 
24 processor of·beef or pork or limited partnership in which a 

25 processor holds partnership shares as a general partner or 
26 partnership shares as a limited partn.er, or limited liability 
27 company in which a processor is a member, to own, control or 
28 operate a feedlot in Iowa in which hogs or cattle are fed for 
29 slaughter. In addition, a processor shall not directly or 
30 indirectly control the manufacturing, processing, or 

31 preparation for sale of pork products derived from swine if 
32 the processor contracted for the ·care and feeding of the swine 

33 in this state. However, this section does not apply to a 
34 cooperative association organized under chapter 497, 498, or 

35 499, if the cooperative association contracts for the care and 
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1 feeding of swine with a member of the cooperative association 
2 who is actively engaged in farming. This section does not 

3 apply to an association organized as a cooperative in which 
4 another cooperative association organized under chapter 497, 

5 498, or 499 is a member, if the association contracts with a 
6 member which is a cooperative association organized under 
7 chapter 497, 498, or 499, which contracts for the care and 
8 feeding of swine with a member of the cooperative who is 
9 actively engaged in farming. This section shall not preclude 

10 a processorL or limited partnership, or limited liability 
11 company from contracting for the purchase of hogs or cattle, 
12 provided that where the contract sets a date for delivery 

13 which is more than twenty days after the making of the 
14 contract it shall: 

15 Sec. 7. Section 9H.2, subsection 2, Code 1993, is amended 
16 to read as follows: 
17 2. Specify the month for the delivery, and shall allow the 
18 farmer to set the week for the delivery within such month and 
19 the processorL or limited partnership, or limited liability 
20 company to set the date for delivery within such week. This 

21 section shall not prevent processors or educational 
22 institutions from carrying on legitimate research, 

23 educational, or demonstration activities, nor shall it prevent 
24 processors from owning and operating facilities to provide 
25 normal care and feeding of animals for a period not to exceed 
26 ten days immediately prior to slaughter, or for a longer 
27 period in an emergency. Any processor or limited partnership 
28 which owns, controls, or operates a feedlot on August 15, 1975 
29 shall have until July 1, 1985 to dispose of the property. 
30 Sec. 8. Section 9H.4, unnumbered paragraph 1, Code 1993, 
31 ~s amended to read as follows: 
32 No ~ corporation, limited liability company, or trust, 

33 other than a family farm corporation, authorized farm 
34 corporation, family farm limited liability company, authorized 

35 limited liability company, family trust, authorized trust or 
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1 testamentary trust shall ~, either directly or indirectly, 
2 acquire or otherwise obtain or lease any agricultural land in 
3 this state. However, the restrictions provided in this 
4 section shall not apply to the following: 

5 Sec. 9. Section 9H.4, subsection 2, paragraph a, Code 
6 1993, is amended to read as .follows; 

7 a. Research and experimental activities are undertaken on 
8 the agricultural land and commercial sales of products 

9 produced from farming the agricultural land do not occur or 
10 are incidental to the research or experimental purposes of the 
11 corporation or limited liability company. Commercial sales 
12 are incidental to the research or experimental purposes of the 

13 corporation or limited liability company when such sales are 
14 less than twenty-five percent of the gross sales of the 

15 primary product of the research. 
16 Sec. 10. Section 9H.4, subsection 2, paragraph c, Code 
17 1993, is amended to read as follows: 
18 c. The agricultural land is used by a corporation, or 

19 limited liability company, including any trade or business 
20 which is under common control, as provided in 26 u.s.c. § 414 
21 for the primary purpose of testing, developing, or producing 
22 animals for sale or resale to farmers as breeding stock. 
23 However, after July 1, 1989, to qualify under this paragraph, 
24 the following conditions must be satisfied: 

25 (1) The corporation or limited liability company must not 
26 hold the agricultural land other than as a lessee. The term 

27 of the lease must be for not more than twelve years. The 
28 corporation or limited liability company shall not renew a 

29 lease. The corporation or limited liability company shall not 
30 enter into a lease under this paragraph, if the corporation or 
31 limited liability company has ever entered into another lease 
32 under this paragraph "c", whether or not the lease is in 

33 effect. However, this subparagraph does not apply to a 
34 domestic corporation organized under chapter 504 or 504A. 

35 (2) A term or condition of sale, including resale, of 
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1 breeding stock must not relate to the direct or indirect 
2 control by the corporation or limited liability company of the 

3 breeding stock or breeding stock progeny subsequent to the 

4 sale. 
5 (3) The number of acres of agricultural land held by the 
6 corporation or limited liability company must not exceed six 

7 hundred forty acres. 
8 (4) The corporation or limited liability company must 

9 deliver a copy of the lease to the secretary of state. The 
10 secretary of state shall notify the lessee of receipt of the 

However, this subparagraph does not apply 11 copy of the lease. 
to a domestic corporation organized under chapter 504 or 504A. 12 

13 Culls and test animals m~y be sold under this paragraph 
14 "c". For a three-year period beginning on the date that the 

15 corporation or limited liability company acquires an interest 
16 in the agricultural land, the gross sales for any year shall 

17 not be greater than five hundred thousand dollars. After the 
18 three-year period ends, the gross sales for any year shall not 

19 be greater than twenty-five percent of the gross sales for 
20 that year of the breeding stock, or five hundred thousand 

21 dollars, whichever is less. 
22 Sec. 11. Section 9H.4, subsection 4, Code 1993, is amended 

23 to read as follows: 
24 4. Agricultural land acquired by a corporation or limited 

25 liability company for immediate or potential use in nonfarming 

26 purposes. 
27 Sec. 12. Section 9H.4, subsection 5, Code 1993, is amended 

28 to read as follows: 
29 5. Agricultural land acquired by a corporation or limited 

30 liability company by process of law in the collection of 
31 debts, or pursuant to a contract for deed executed prior to 
32 August 15, 1975, or by any procedure for the enforcement of .a 

33 lien or claim thereon, whether created by mortgage or 

34 otherwise. 
35 Sec. 13. Section 9H.4, subsection 8, Code 1993, is amended 
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1 to read as follows: 

2 8. A corporation or its subsidiary organized under chapter 
3 490 or a limited liability company organized under chapter 
4 490A and to which section 312.8 is applicable. 
5 Sec. 14. Section 9H.4, unnumbered paragraph 2, Code 1993, 
6 is amended to read as follows: 

7 A corporation, limited liability company, or trust, other 
8 than a family farm corporation, authorized farm corporation, 
9 family farm limited liability company, authorized limited 

10 liability company, family trust, authorized trust or 

11 testamentary trust, violating this section shall be assessed a 
12 civil penalty of not more than twenty-five thousand dollars 
13 and shall divest itself of any land held in violation of this 
14 section within one year after judgment. The courts of this 

15 state may prevent and restrain violations of this section 
16 through the issuance of an injunction. The attorney general 

17 or a county attorney shall institute Si:its on behalf of the 
18 state to prevent and restrain violations of this section. 
19 
20 1, 

Sec. 15. Section 9H.5, subsection 1, unnumbered paragraph 
Code 1993, is amended to read as follows: 

21 An authorized farm corporation, authorized limited 
22 liability company, or authorized trust shall not, on or after 
23 July 1, 1987, ·and a limited partnership other than a family 
24 farm limited partnership shall not, on or after July 1, 1988, 
25 either directly or indirectly, acquire or otherwise obtain or 
26 lease agricultural land, if the total agricultural land either 
27 directly or indirectly owned or leased by the authorized farm 
28 corporation, authorized limited liability company, limited 

29 partnership, or authorized trust would then exceed one 
30 thousand five hundred acres. 
31 Sec. 16. Section 9H.5, subsection 2, Code 1993, is amended 
32 to read as follows: 
33 2. A person shall not, after July 1, 1988, become a 
34 stockholder of an authorized farm corporation, a beneficiary 
35 of an authorized trust, member of an authorized limited 
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1 liability company, or a limited partner in a limited 
2 partnership which owns or leases agricultural land if the 

3 person is also any of the following: 
4 a. A stockholder of an authorized farm corporation. 

5 b. A beneficiary of an authorized trust. 
6 c. A limited partner in a limited partnership which owns 

7 or leases agricultural land. 
8 d. A member of an authorized limited liability company. 

9 However, this subsection shall not apply to limited 

10 partners in a family farm limited partnership. 
ll Sec. 17. Section 9H.5, subsection 3, paragraph a, Code 

12 1993, is amended to read as follows: 
13 a. An authorized farm corporation, authorized trust, 
14 authorized limited liability company, or li~ited partnership 

15 violating this section shall be assessed a civil penalty of 
16 not more than twenty-five thousand dollars and shall divest 

17 itself of any land held in violation of this section within 
18 one year after judgment. A civil penalty of not more than one 

19 thousand dollars may be imposed on a person who becomes a 
20 stockholder of an authorized farm corporation, beneficiary of 
21 an authorized trust, member of an authorized limited liability 
22 company, or limited partner in a limited partnership in 

23 violation of this section. The person shall divest the 
24 interest held by the person in the corporation, trust, limited 
25 liability company, or limited partnership to comply with this 
26 section. The court may determine the method of divesting an 
27 interest held by a person found to be in violation of this 
28 chapter. A financial gain realized by a person who disposes 

29 of an interest held in violation of this chapter shall be 
30 forfeited to the state's general fund. All court costs and 
31 fees shall be paid by the person holding the interest in 

32 violation of this chapter. 
33 Sec. 18. Section 9H.5A, subsection 2, Code 1993, is 
34 amended by -adding the following new paragraph: 
35 NEW PARAGRAPH. d. A person who is a member, manager, or 
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1 authorized representative of a limited liability company, 
2 other than a family farm limited liability company, including 

3 an authorized limited liability company, owning or leasing 
4 agricultural land or engaged in farming in this state. 
5 Sec. 19. Section 9H.5A, subsection 3, Code 1993, is 
6 amended to read as follows: 

7 3. The report sh~ll contain information for the last year 

8 regarding the reporting entity's corporation, limited 

9 partnership, limited liability company, or trust, and the 

10 agricultural land owned, leased, or held. However, this 

11 subsection shall not apply to a family farm corporation, a 

12 family farm limited partnership, a family farm limited 

13 liability company, or a family trust. The report shall 
14 contain the following information, if applicable: 

15 a.. Whether the reporting entity represents a corporation, 
16 trust, limited liability company, or limited partnership. If 

17 the reporting entity represents a corporation or limited 
18 liability company the report shall specify if the corporation 

19 or limited liability company is foreign or domestic, profit or 

20 nonprofit, or an authorized farm corporation or authorized 

21 limited liability company. If the reporting entity represents 
22 a trust the report shall specify if the trust is an authorized 

23 trust. 
24 b. The name of the reporting entity and the name and 
25 address of the person supervising the daily operations on the 

26 agricultural land. 

27 c. The name, address, and citizenship if not from the 
28 United States, of each shareholder, limited partner, me~er, 

29 or beneficiary of a corporation, trust, limited liability 

30 company, or limited partnership. 

31 d. The total approximate number of acres, and the 
32 approximate number of acres by named county, of agricultural 
33 land which is owned, leased, or held by the corporation, 
34 trust, limited liability company, or limited partnership. 

35 e. The approximate number of acres of agricultural land 
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1 which is owned and operated by the corporation, limited 
2 liability company, or limited partnership; the approximate 

3 number of acres of agricultural land which is leased by the 
4 corporation, limited liability company, limited partnership, 
5 or trust as a lessee: the approximate number of acres of 
6 agricultural land which is leased from the corporation, 
7 limited liability company, limited partnership, or trust as a 
8 lessor: and the approximate number of acres of agricultural 

9 land which is held in fee and operated by a trust. 
10 f. The approximate number of acres of agricultural land 
11 which the corporation, limited liability company, trust, or 
12 limited partnership used for the production of row crops. 

13 g. The approximate number of livestock, 
14 sheep, swine, or poultry, owned, contracted 

including cattle, 
for, or kept by 

15 the corporation, limited liability company, trust, or limited 
16 partnership, and the approximate number of offspring produced 

17 from the livestock. 
18 Sec. 20. Section 9H.l0, Code 1993, is amended to read as 

19 follows: 

20 9H.l0 SIGNING REPORTS. 
21 Reports by corporations shall be signed by the president or 
22 other officer or authorized representative. Reports by 
23 limited liability companies shall be signed by a manager or 
24 other authorized representative. Reports by limited 
25 partnerships shall be signed by the president or other 
26 authorized representative of the partnership. Reports by 

27 individuals shall be signed by the individual or an authorized 
28 representative. 

29 Sec. 21. Section 9B.l4, Code 1993, is amended to read as 
30 follows: 

31 9H.l4 DUTIES OF SECRETARY OF STATE. 
32 The secretary of state shall notify the attorney general 
33 when the secretary of state has reason to believe a violation 
34 of this chapter has occurred. It is the intent of this 
35 section that information shall be made available to members of 
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l the general assembly and appropriate committees of the general 
2 assembly in order to determine the extent of farming being 
3 carried out in this state by corporations and other business 
4 entities and the effect of such farming practices upon the 
5 economy of this state. The reports of corporations, limited 
6 liability companies, limited partnerships, trusts, 
7 contractors, and processors required in this chapter shall be 
8 confidential reports except as to the attorney general for 

9 review and appropriate action when necessary. The secretary 
10 of state shall assist any committee of the general assembly 

ll existing or established for the purposes of studying the 
12 effects of this chapter and the practices this chapter seeks 
13 to study and regulate. 
14 Sec. 22. Section 490A.l24, subsection 1, paragraph u, Code 

15 1993, is amended to read as follows: 
16 u. Application for certificate of wieherawat cancellation 

17 ......................•••..•..••...........•••.......... s 10 

18 Sec. 23. Section 490A.202, Code 1993, is amended by adding 
19 the following new subsection: 
20 NEW SUBSECTION. 17. a. Except as provided in paragraph 

21 "d", indemnify an individual made a party to a proceeding 
22 because the individual is or was a member or manager against 
23 liability incurred in the proceeding if all of the following 
24 apply: 

25 (1) The individual acted in good faith. 
26 (2) The individual reasonably believed: 
27 (a) In the case of conduct in the individual's official 
28 capacity with the limited liability company, that the 

29 individual's conduct was in the limited liability company's 
30 best interests. 

31 (b) In all other cases, that the indivi.dual 's conduct was 
32 at least not opposed to the limited liability company's best 

33 interests. 
34 (3) In the case of any criminal proceeding, the individual 
35 had no reasonable cause to believe the individual's conduct 
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1 was unlawful. 
2 b. A member's or manager's conduct with respect to an 
3 employee benefit plan for a purpose the member or manager 
4 reasonably believed to ·be in the interests of the participants 

5 in and beneficiaries of the plan is conduct that satisfies the 
6 requirement of paragraph "a", subparagraph (2), subparagraph 
7 subdivision (b). 
8 c. The termination of a proceeding by judgment, order, 
9 settlement, conviction, or upon a plea of nolo contendere or 

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

11 director did not meet the standard of conduct described in 
12 this subsection. 

13 d. A limited liability company shall not indemnify a 
14 member or manager under this subsection in either of the 

15 following circumstances: 
16 (l) In connection with a proceeding by or in the right of 
17 the limited liability company in which the member or manager 
18 was adjudged liable to the limited liability company. 

19 (2) In connection with any other proceeding charging 
20 improper personal benefit to the member or manager, whether or 

21 not involving action in the member's or manager's official 
22 capacity, in which the member or manager was adjudged liable 

23 on the basis that personal benefit was improperly received by 
24 the member or manager. 
25 e. Indemnification permitted under this subsection in 
26 connection with a proceeding by or in the right of the limited 
27 liability company is limited to reasonable expenses incurred 
28 in connection with the proceeding. 
29 Sec. 24. Section 490A.701, subsection 2, Code 1993, is 
30 amended to read as follows: 

31 2. Unless otherwise provided in the articles of 
32 organization or an operating agreement, a ~ftaft~mo~~ majority 

33 vote shall be required to approve the following matters: 
34 a. The dissolution and winding up of the limited liability 
35 company. 
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1 b. The sale, exchange, lease, mortgage, pledge, or other 
2 transfer of all or substantially all of the assets of the 
3 limited liability company other than in the ordinary course of 
4 business. 
5 c. Merger of the limited liability company with another 
6 entity. 

7 a~--An-amendment-te-the-artieies-e£-er~ani~atien-er 

8 ererat±n~-agreement~ 

9 Sec. 25. Section 490A.701, Code 1993, is amended by adding 
10 the following new subsection: 
11 NEW SUBSECTION. 3. Unless otherwise provided in the 
12 articles of organization or an operating agreement, a 
13 unanimous vote shall be required to approve an amendment to 
14 the articles 

15 Sec. 26. 
16 as follows: 

of organization or operating agreement. 
Section 490A.702, Code 1993, is amended to read 

17 490A.702 MANAGEMENT OF LIMITED LIABILITY COMPANY. 
18 1. Unless the articles of organization or an operating 
19 agreement provides for management of a limited liability 
20 company by a manager or managers, management of a limited 

21 liability company shall be vested in its members. 
22 2. Unless otherwise provided in the articles of 

23 organization and except as provided in subsection 3, every 
24 member is art agent of the limited liability company for the 

25 purpose of its business or affairs. The act of any member, 
26 including, but not limited to, the execution in the name of 
27 the limited liability company of any instrument, for 
28 apparently carrying on in the ordinary course the business or 
29 affairs of the limited liability company shall bind the 
30 limited liability company, unless the member so acting has, in 

31 fact, no authority to act for the limited liability company in 
32 the particular matter, and the person with whom the member is 

33 dealing has knowledge of the fact that the member has no such 
34 authority. 
35 3. If the articles of organization provide that management 
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1 of the limited liability company is vested in a manager or 
2 managers the following apply: 
3 a. A member, acting solely in the capacity as a member, is 
4 not an agent of the limited liability company. 
5 b. Every manager is an agent of the limited liability 
6 company for the purpose of its business or affairs. The act 
7 of any manager, including, but not limited to, the execution 
8 in the name of the limited liability company of any 
9 instrument, for apparently carrying on in the ordinary course 

10 the business or affairs of the limited liability company shall 

11 bind the limited liability company, unless the manager so 
12 acting has, in fact, no authority to act for the limited 

13 liability company in the particular matter, and the person 
14 with whom the manager is dealing has knowledge of the fact 

15 that the manager has no such authority. 
16 4. An act of a manager or a member which is not apparently 
17 for the carrying on in the ordinary course the business of the 
18 limited liability company does not bind the limited liability 
19 company unless authorized in accordance with the articles of 
20 organization or an operating agreement, at the time of the 

21 transaction or at any other time. 
22 s. An act of a manager or member in contravention of a 

23 restriction on authority shall not bind the limited liability 
24 company to persons having knowledge of the restriction. 

25 Sec. 27. Section 490A.704, Code 1993, is amended to read 
26 as follows: 
27 490A.704 WITHDRAWAL OF MEMBER. 

may withdraw from a limited liability company at 
upon the happening of events specified in writing 

30 in the articles of organization or an operating agreement. if 
31 the articles of organization or an operating agreement does 

28 A member 
29 the time or 

32 not specify in writing the time or the events upon the 

33 happening of which a member may withdraw, a member may 
34 withdraw upon not less than six months' prior written notice 
35 to each member at the member's address on the books of the 

-13-



' 

- -- . ------ - -- . ---· --- - -

S.F. ---- H.F, 

l limited liability company. The articles of organization or an 
2 operating agreement may prohibit withdrawal by a member. 
3 Sec. 28. Section 490A.707, Code 1993, is amended to read 
4 as follows: 

5 490A.707 LIMITATION OF LIABILITY OF MANAGERS. 
6 The articles of organization may contain a provision 

7 eliminating or limit~ng the personal liability of a manager to 
8 the limited liability company or to its members or of the 

9 members with whom the management of the limited liability 
10 company is vested pursuant to section 490A.702, to the limited 

11 liability company or to its members for monetary damages for 
12 breach of fid~ciary duty as a manager or a member with whom 

13 management of the limited liability company is vested, if the 
14 provision does not eliminate or limit the liability of a 

15 manager or a member with whom management of the limited 
16 liability company is vested for any of the following: 

17 1. Breach of the manager's or member's duty of loyalty to 
18 the limited liability company or to its members. 

19 2. Acts or omissions not in good faith or which involve 
20 intentional misconduct or a knowing violation of law. 
21 3. Transaction from which the manager or member derives an 
22 improper personal benefit or a wrongful distribution in 

23 violation of section 490A.807. 
24 A provision shall not eliminate or limit the liability of a 

25 manager or member with whom management of the limited 
26 liability company is vested for an act or omission occurring 

27 prior to the date when the provision in the articles of 
28 organization becomes effective. 
29 Sec. 29. Section 490A.l203, subsection 2, paragraph a, 
30 Code 1993, is amended to read as follows: 
31 a. By the anenimoas majority consent of the members of 
32 each limited liability company that is a constituent entity, 
33 unless the articles of organization or an operating agreement 
34 of any such limited liability company provides otherwise. 

35 Sec. 30. Section 490A.l206, subsection 1, unnumbered 
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l paragraph 1, Code 1993, is amended to read as follows: 
2 Any one or more limited liability companies of this state 
3 may merge with or into one or more foreign limited liability 
4 companies, foreign corporations, or foreign limited 

5 partnerships, or any one or more foreign limited liability 
6 companies, foreign corporations, or foreign limited 

7 partnerships may merge with or into any one or more limited 
8 liability companies of this si:ate, if all of the following 
9 apply: 

10 Sec. 31. Section 490A.l301, subsection 1, Code 1993, is 
11 amended to read as follows: 
12 1. At the time or on the happening of an event specified 

13 in this chapter or in the articles of organization or an 
14 operating agreement to cause dissolution. 

15 Sec. 32. Section 490A.l301, subsection 3, Code 1993, is 
16 amended to read as follows: 

17 3. 8~e~ Unless otherwise provided in the articles of 
18 organization or an operating agreement, upon the death, 
19 withdrawal, expulsion, bankruptcy, or dissolution of a member 
20 or occurrence of any other event, except assignment of a 

interest voluntarily or by operation of law, that 
the continued membership of a member in the limited 

21 membership 
22 terminates 

23 liability company, unless the business of the limited 
24 liability 

25 
company is continued by the tt"e"imott~ consent of the 

members in the manner stated in the articles of 
26 organization or an operating agreement or if not so stated, by 
27 the unanimous consent of the remaining members. 
28 Sec. 33. Section 490A.l402, unnumbered paragraph l, Code 
29 1993, is amended to read as follows: 
30 A foreign limited liability company may apply for a 
31 certificate of regi~~ra~io~ authority to transact business in 
32 this state by delivering an application to the secretary of 
33 state for filing. An application for registration as a 
34 foreign limited liability com~any shall set forth all of the 
35 following: 
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1 Sec. 34. Section 490A.l406, unnumbered paragraph 1, Code 

2 1993, is amended to read as follows: 
3 A foreign limited liability company may cancel its 
4 certificate of regi~~ra~ien authority by delivering to the 
5 secretary of state for filing a certificate of cancellation 

6 which shall set forth all of· the following: 
7 Sec. 35. Section 490A.l407, subsection 2, paragraph b, 

8 Code 1993, is amended to read as follc~s: 
9 b. Holding meetings of the members or managers or carrying 

10 on other activities concerning internal eerpere~e company 

11 affairs. 
12 Sec. 36. Section 490A.l410, subsection 1, unnumbered 

13 paragraph 1, Code 1993, is amended to read as follows: 
14 The certificate of regi~~ra~ie" authority of a foreign 

15 limited liability company to transact business in this state 
16 may be revoked by the secretary of state upon the occurrence 

17 of any of the following: 

18 Sec. 37. Section 490A.l516, Code 1993, is amended to read 

19 as follows: 

20 490A.l516 DISSOLUTION OR LIQUIDATION. 

21 Violation of any provision of this subchapter by a 

22 professional limited liability company or any of its members 
23 or managers shall be cause for its involuntary dissolution, or 
24 liquidation of its assets and business by the district court, 
25 as provided in section 490A.l302. Upon the death of the last 
26 remaining member of a professional limited liability company, 
27 or when the last remaining member is not licensed or ceases to 
28 be licensed to practice a profession in this state which the 

29 professional limited liability company is authorized to 
30 practice, or when any person other than the member of record 
31 becomes entitled to have all membership interests of the last 
32 remaining member of the professional limited liability company 

33 transferred into that person's name or to exercise voting 
34 rights, except as a proxy, with respect to such membership 

35 interests, the professional-limited liability company shall 
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1 not practice any profession and it shall be promptly 
2 dissolved. However, if prior to dissolution all outstanding 

3 membership interests Of the professional limited liability 
4 company are acquired by ofte two or more persons licensed to 
5 practice a profession in this state which the professional 
6 limited liability company is authorized to practice, the 

7 professional limited liability company need not be dissolved 
8 and may practice the profession as provided in this 

9 subchapter. 
10 EXPLANATION 
11 This bill provides that limited liability companies may own 
12 and lease agricultural land to the same extent as 
13 corporations. The bill also authorizes a limited liability 
14 company to indemnify a member or manager, that unless 

15 specified in the articles of organization, every member of a 
16 limited liability company is an agent of the company, that the 

17 articles of organization may limit or eliminate the liability 
18 not only of managers, but members who have been given 

19 management duties, and that the articles of organization or 
20 operating agreement may provide for the manner in which the 
21 limited liability company may continue in operation following 
22 the departure of a member. 
23 In addition, the bill corrects several technical errors, 
24 provides that certain decisions affecting a limited liability 
25 company can be made by majority vote of the members instead of 
26 unanimous consent, and provides that the articles of 
27 organization or an operating agreement may prohibit the 
28 withdrawal of a member from a limited liability company. 
29 
30 

31 

32 

33 

34 

35 
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AN ACT 

RF.l.ATING TO LIM.IT£0 LIARILIT'l COMPANH:S. 

HOUSE fo'lLt J2'J 

BE IT ENACTl:O BY 1'HH GENERAt, ASSEMBLY OF t'HE STATE OF IOWA: 

SQ'c:tlon l. Section 9!1.1, subs~ction 1, unnumbered 

paraqraph 1, Code 1993, is .amended to read as follows: 

"Act i.vely enqaqed in farminq" means that. a natural person 

.,..ho is a a.hareholder and em officer, director or (!mployeP. of 

the corporation ££...~hU~-~~~ber .. o_r ~~a~ o~!!e .. !..!.!!!!J.~ 
.t!ab_i ~J...!y -~"'!'~.!!1 either: 

Sec. 2. Section 9fl.l, Code 1993, is amended by adding the 
following new subsection: 

!~EW ?.~_as~~IO~. Ji\. "Authorized limited liability 

company•· means a limit.ed liability compclny other than a faMily 

farm limited liability company founded for the purpose of 

fcHtninq and the ownership of agricultural land in which all o{ 
the rollo~1n9 apply: 

a. The members do not exceed twenty-five in number, 

b. The membe-rs are all natural person3 or persons actlnq 

in a fiduciary CApacity for the benefit of natural persong or 
non prot it corporat. ions, 

Sec. L SP.ction 9H.l, suhscction 5, Code 1993, is amended 
to read as follo~s: 

5. 'lH!I-!:f'!rtfl-"'~enefietni ~·l!!~.~pci~l ownership" includes 

interests held by a nonresident alien individual directly or 

indirectly holding or acquiring a ten percent or greater share 

in the partnership, limited partnership, corporation.!...._~.!f!l .. ~.ted 
!_i~.t:'~!.!~Y . ....£.'?_~£~.!'.Y!. or t.runt, or directly or indirectly throoqh 

two or rnorP. nuch entities. In addition, the terrn bellt~ficia1 

ownership shall include interests held by all nonresident 

alien individuals iC the nonr~sidPnt alien individ1Jals in the 

aqgregate directly or indirectly hold or acquire twenty-five 

(" (jj 
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pe1·ccnt o1· more of the P•Htnerahip, limited partnership, 

cor por at ion.!..._~~~~<!.....! ~.a hi !.!...!-.Y_...£~l:'"llP~n_y t or t ru3t . 

Sec. 4. Section 9fl.l, Code 1993, is anended by addinq the 
followinq new subsection: 

NE~---~~~.B~"l'I.9.~· 8A. ''Fam1ly farm linit:ed liability 

company" means a limited liability comp,i.tny which me~ts all of 
the following conditions: 

a. The limited liability company is founded for the 

purpose of farming clnd the ownership <>f agr.i<.:ultural land in 

which the tttajor ity of the members are pera.ons 1·elated to each 

other as spouse, parent, qrandparent, 1 ineat ascendclnts of 

grandparents or th~i r spouses and other 1 ineal descendclnts of 

the grandparents or thPir !Jpouaes, or persons actinq in a 

fiduciary capclcity for persona so related. 

b. All of the members of the limited liability company are 

natural persons or persons acting in a fiduciary capacity for 

the benefit of natural persons or f~m1ly trust.!J, 

c. Sixty fHHcent of the gross revenues of the limited 

liability co~pany ovP.r the last conseCtltive three-year pe1·iod 
comes froM farming. 

Sec. S, Section 9K.2, unnurttbecl!d paraqrclph 1, Code 1993, 
is am~ndcd to read as follows: 

tn order to preserve free and private enterprise, pr~vent 
Monopoly, and protf!ct consumers, it. is unlawful for any 

processor of heef or po1·k or 1 iMlted p~ntnership in which a 

proces:;,or holds partnership shares as a qeneral partner or 

partnership shares as a limited parl.ner, or limited liability 

company in which a proc~ssor is a rnembP.r, to own, control or 

operate a feedlot in Iowa in which hogs or catt.le are fed for 

sl,1ughter. ln addition, a processor shall not directly or 

indirectly control the m.nnufacturlng, processing, or 

preparation for ::.ale of pork product!i derived from s'.line it 

the procesaor contraoted for the care and feeding of the s·.dnP. 

in thi.s stat.!~. However, this section does not .1pply to a 

coop~r<ttive association organized under chapter 49"1, 496, or 

:r 
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499, jf tht• cooperAtivt> a~:H.>G1..:iati0n c:ontra..::ts for t.ht: c.tre and 

feeding of flwine \oii.th ,, tnmnber of the coop~r.ative a5socl.H ion 

who is tu;t. i.ve1y enqaged in farminq. This section do(l:l not 

apply to an a!isoci.atlon organizer! as a cooperative in which 

another cooper at i.ve associ at ion organized under chapter 497, 

498, or 499 is a member, it t11P. a!JSOciatlon cont.ract.$ with ll 

member which i.s a cooperative association organi~ed under 

chapter 497, 498, or 499, '«hich contl"acts for the care and 

feeding of s~o~i.ne with a member of the cooperative who is 

actively engaged ill farrnin<J. This sect.iot\ shall not preclude 

a proccnsorL er limited partnershi.P.L_2.~....!.!.t.:'_it.ed lia~.IJ: .... U . .l 
££MQ!_ny from contracting for the purchafl~ of hogl3 or cattle, 

provided that ~o~here the contr.\Ct sets a date for delivcH:; 

~o·l\i.ch is more than ttJenty da;•s after the maklng of the 

contract it shall: 

Sec. 6. Section 9H.2 1 subsection 2, Code l99l. is am~ndPd 

to read as follows: 

"2. Specify the month for the delivery, and shall allow thC' 

facmer to set the- wo:::ek for tht! delivery wiUtin such month and 

the processor.!. or li.mitfld partnership!._.2.! . ...!..!~~t.e~ .. ..!.!.~~l!i_t.~ 
~~.m~y to St>t. the date for delivery within such we~Jk, This. 

section shall not preve-nt processor!;. <lr educational 

lnsUt:utlon:;. from Cclrryinq on legil:inate research, 

educational, or derr,onstratlon acti.viti.es, nor sh,lll it. prevC'nt. 

processors from owning and vpecatinq facilities to provide 

normal cil.re and feeding of ani"'.als for a period not to e-x<.·eed 

tert days imnu~di.ately pr1oc to slarJ91lter, or for a lonqer 

period in <'ln emergency. Any processor or limi.ted pcutnen;hi.p 

vhich owns, controls, or operates a feedlot on August 15, 1975 

shall have unt.il .July 1, l9BS to di.~Jpose of the property. 

Sec. 7. Section 9H.4, 110numbP.red paragraph 1, Code 1993, 

is amended to read as foll O'o/5: 

No~ cocporatiorl.! _lif!1!..!:~4_.li~bi_lio __ ~...:L.Y.O~'.E!!!'.Y•. or trust, 

other than .1 family farm. corporation, authori.zP.d fartn 

cocpor <lt· ion, f a~~.!.i'. !_~~tn J. inJ .~.!~ .... ~.1.!:!~~ 1 i_ty_c_S'~!'.Y .!....._aut~~ ~i...z.~d 

e 
• • 
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_li.~~~-d..!.!2.l~i_!..!_~.y_c~f!l.£'.!ny,_ family t:cust, .1uthorized t:rltSt. or 

testafTientary trust shall~~· ciuwr directly or indirect.ly, 

.acquJrP. or otherwis<> obtain or lt!<'tSe any .1gricult11ral Land 11\ 

this st:~te. However, the restrictions prc>vid~d in this 

section shall not apply to t~e following: 

Sec. B. Section 9H.4, subsection 2, para9raph a, Cede 

1993, i1; afTiended to read as follo...,s: 

a. Research and exporicr.entdl acti.v.l.ties are unc\Qrtaken on 

the a9r icultural land and commercial sales of prodocts 

producP.d from farming th~ aqriCllltural land do not occur or 

tH"P. inc.ldP.ntal ~o the reseatl..'h or experimental purpo!Jes of U1e 

corpoc.atiOt\ or _!.!.!!'.U!!d_J_iabi.~1!.~_59!!:£an~. CornsnHcial sales 
are incidental to the research or e>:pedmtHt1:al purpo~e-s ot the 

corporcltion 9!. __ !_ArnJ._t_~.~iab~~-~-cornpanl'. when StiCh sales are 

less t.han twenty-five percent of the qross ~alP.A of the 

pC'i.m.Hy prOdlJCt ot tllP. research. 

Sec. 9. Section 9H.4, subsection 2, paragraph c, Code 

1993, is amended to rea1 as follows: 

c. The agric11ltural land i!l used by a corporation, 2~ 

!Jmit~~_i.abi.~.!.!Y_E:c::!!!Pa~y!. includinq any trade or busineos 

..-hich is under conu~,on cont•·ol, as provided i.n 26 !J.S.C. § 4!4 

tor the primary purpose of testing, developing, or producinq 

animals tor aale or resale to farmers as breeding !Jtock. 

Howev&r, .afttor July 1. 1989, t.<> qu.llify under this pcHagr.lph, 

the following conditions !"!liSt lie !lati!Jfied: 

(1) 'The corpor,1tion ~ li.._fn:i..ted_!!.•lbiU..!..:t .. coC!'.2.~.nY must no~. 

hokd the agricultural land other than as a lessee. The tet·m 

of the lea"!ie must be for not more than twelve years. 'f·he 

corporation 2.! _~:_;m~!_~<!_l __ ;.:~bi~~.!.l' c~~ny siMll not renew a 

lease. 'l'he c<>rporation ~.r.__!i.m...!_!:_~d .. .!i~~bU.J.ty_£o!"f.il~ny_ r.hall not 

enter into a leMH~ unde-r this. p.naqr.lph, if t~he corporation Q.r 

!i....ll'rjtt~~--lia.~llli . ..":.9~.P_A!l_1 has t!Ver t!ntered into anQther lf!ase 

under ~.his para<Jraph "c'', whether or not the l~ase is it\ 

effect. However, thi.S subpcHdqrapl\ does not: apply to cl 

domestic corptHat.ion otqanited under chapter S04 or 504A. 

• 
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(2) A te1·m or condition of sale, including resal~. of 

llrel"ding ntock must n<lt rel.lt~ to thE' riirect or indirect. 

control by the corp;,ration 9..~.--!.!.n:ti~!~ .. li.~~-~~.lr-~.9!".J?~~~t of the 
breeding stock or breedinq stoc!-: progeny subsP.quent to t.he 
Scl)C', 

(3) The nunber of acres of aqri.cult.urcll land held by the 

corpor<1t ion ~ .~J...."'!.~ ~~ l iabi ~!...!.Y. comp~-~y must not exct.•P.d si ~ 
hunrired forty acrC's. 

(4) The corpor.1t1on fl!.....!.~rn.ite~ _ _!~a~~_!_!_~~--.£9-~P~.~ rnuJ>t 
deliver a copy of the lease to the Sl"cretary of state. The 
secretary of state 

copy of the ledse. 
sh,\11 notify the lP.Sse~ of rl?'cei.pt of th~ 

However, this subpa1·agraph does not apply 
to a domestic corpor.ltion organized under chapt:er ~04 or 504A. 

Culls <.lnd teat: animals may be sold under this paragraph 

"c~. For a three-year pP.riod beginning Of\. th~ date thcll thl" 

corporation !?!_J~r.'llte4_l __ l~~~~i~.1. ~Q!!l?~'.!.i: acquires an interP.st 

in the aqric11ltural land, the gross sales for any year shall 

not be g1·eat:er t.han fivl! hundred t.hou3and dollars. A(tP.r the 

three-year pe1· iod ends, the gross salPS for any year shall not 

be qre~t~r than twenty-five percent of the gross sales for 

that year of the breeding stock, or five hundred thou!5and 
dollars, whichever is less. 

Sec. 10. Sect: ion 91L4, subsection 4, Code 1993, i!l a111ended 
to rl"ad as follows: 

4. AqricuHural land acquired by cl corporation £! _ _!irni_te<~ 
!.~~~~li: .. £...<?1!'~!~1 for 111\11\cdlate or potential us~. in nonfarn1lnq 
j)urposes _ 

Sec. ll. SPction 911.4, subsect: ion s,, Code 1993. is amendP.d 
to read as follo~s: 

5. Agricultural land acquired by a corporation ~n_!i'!'i~~ 

!i~.l!!~-~ . ...£9~~~Y. by pl·ocess of la ..... in the collect ion of 

d1_.bts, o1· pursu.lnt to cl contract for deed ex~cuted prior to 

August. 15, 197S, o1· Ly <Hly procedure for the enforcement of a 

lien or claim thereon, whether crPated by cnortgaqe or 
oU1erwise. 

<lliilil r • ., (. 
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Sec. 12. Section 9!1.4, subsP.c:t'ion 8, Code l99J, iii .arnP.nded 
to redd as follows: 

8. A corporation or its subsidiary orqdnized under cha,lter 

490 or. i!._!.!_ m~ _ted q ab i.!.i...!.i'. C.£!!1P!'_!I.Y .. .<?.!.9.~~ i_zPd_ u~dP~ _E.h~~£!:. 
490~ and to which 11ection 312.8 is. appllcablP.. 

Sec. 13 . .Section 9JL4, unnumbered paragt·.lph 2, Code l 1J9J, 
is al".endPd to read 4S follows: 

A corpoutionL.~.i-~__!_~-~~-!}a~~.1_!_y ~-o2l_la~.r.~. or trust., ottu~r 
t.han a family farm corpor~1t.ion, authori~C'd tarm corporat.ion, 

~!!li.!y_ fa_r_.!!!__ ~i~!_5ed .. !J.at?!_!.!_ty_s.o~an~ L_aoJlt.or i!!~. l_~i l.:..!!d 
liab.~ !....!..!.l._comp•l!ll.!_ f.ami ly tru!lt, authorized trust or 

t.estar..entary trust, violating this sect.ion shall be assessed a 

civil penalty o( not more than t...,enty-flve thousand doll.ar3 

and shall divest itself o( any land hPld ln violation o( this 

sect.ion within one year aftl"r judgment. The courts of this 

statC' nay prev~nt and restrain violati()ns of thir. SP.ction 

through Lha issuance of an inJunction. The attorney genP.ral 

or a county ~LtornP.y shall Institute suit~ on behalf of the 

state to prevPnt and rC'slrain violations of this section. 

Sec. l4. Section 9H.S, subsection 1, unnull\bP.red pat<191'clph 
1, Code 1993, i~ amended to read as follows: 

An aothor bed fdrm corporal ion_~-~~~hor !:~.~~ --~-i t_ed 

!i.~bi.l.~ .. c~~~Yt or authorized trust shall not, on or clfter 

,July l, 1987, and a limited partnership other t:han a family 

farm limited p.utnership shall not, on or after ,Tuly 1, 1988, 

l"ither directly or indirectly, acquire or othP.rwise obtain or 

ll"aSP. agricultural land, if the total aqricult.ural land either 

directly or indirectly owned or leased by thP. authorized t'arm 

corpora t ion, author!.~~-~-} ~~e<!.._J_ i_ab~.l !.!.I_ co:npany ,_ 1 i rod ted 

partn~rship, or .a.uthori..:l"d trust would thtH\ excet~d one 

thous.lnd five hundrP.d acres. 

S~c. lS. Section 9ft.S, subsection 2, Code 1991, is amended 
to read as follows: 

2. A person shall nell, after July l, 1988, bl"Coll\e a 

stockholder of an authorized fdrm corporation, a beneficiary ::r: 
"1l 
w 
1\) 
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of an authorized trust., r:H.·m~e.r __ 9_~---~ln ~-~tho~_i_!!~~-~-lm!_~~<:! 

.U.abi_!_i...!-.1'. cor_:.~.! Qr a liMiter) partner in a limit.t.•d 

partnershi.p which owns or leasP.s aqricultur.tl land i( the 

peown ia ~'ll!'lo any of the followinq: 

a. A stoc~holder of an authorLzeJ farm corp~ration, 

b. A beneficiary of an authori~e~ trust. 

c. A limited partner in a limited partnership which owns 

or leases agricultural land. 

~.. ~-~~.!!!!?~_!__gf_ .. ~n ~~~~<?.' _i_;!!~_!_!~! led 1 i a!? _i 1 _l ~ y -~!."~Y ~­
However, this subsection shall not apply to limited 

partners in a family farm limited partnership. 
Sec. 16. Section 91LS, suhsC!cti.on 3, paragraph a, Code 

1991, is amended to read as follows: 

a. An autl10rized farm corporation, authorized trust, 

au_t_l'!.£!:....!..!~~ lir.~it~J.)_!!!!.!...!..!..!:l.co~.2.!!D_Y..!. or linlted partnership 

violating this s~ction shall be assessed a civil penalty of 

not rnore than t1o·enty-flve thousanJ dollars and shc111 divest 

ltaelf of any !dnd held in violc\lion of thi!l section within 

on~ year after judgment. A civil penalty of not f!1orc than ont> 

thousand dotlarli may be irnposed on a perr.on who b~con\es a 

stockholder of an authori.zed farm corporation, berH~ficiary of 

an authorh:ed trust, ~~-~p~~ o~~--'!l:!~!~~~~zed 1-~-~!te~--~~~~Y. 
~.C?I"P~n.1.L or limited pcHlner in a limlted partner$t'lip 1n 

violation of this section. The p~rson shall divest the 

interest hE.>ld by the person in th~ corporation, trust, !.icnit~d 

lia~ill_ty cg~p-~~Y· Ot" lirnitcd partnership to comply with this 

!Jection. Tht> court may d~termi.ne UH! r.1ethod of divesting an 

inter~st held by a person found to be in violation of this 

chapter. A financial qain real i;.:ed by a person who dit~pose:i 

of an int~rest h@ld in violation of this chapter shall be 

forfe-ited to the st. ate's qene1·,11 fund. All court cost!\ .1nd 

f~cs shdll be paid by th~ person holdlnq the int,erest Ill 

violation of this chavt~r. 

SP.c. l"l. Section 9H.SA, subsection 2, Code 1991, 18 

<~.rttendcd by <Hiding the tollo~lin<,J rv~.,.. paragraph: 

• • 
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~t_:fl __ f_ARAG~~~!~· d. A p0rson who i.s ,, r-·.embtH, rnanaq1~r. or 

authorized represl!ntativl! of a ltrnit.P.-d li.lbility c~'mp.lny, 

other than a farnily farm limited liability <.·omp.:.oy, including 

an authorized linited liability ccmpany, owninq or lP~sing 

aqricultural land or engaqcd in farming in thi~ utatc. 

S~c. lS. Section 9H.SA, subsection 3, Code 1993, is 

amended to re.1d as follows: 

3. The report shall cont.ain information for the last yccu 

regardinq the reporting entity's corporation, limited 

partnership, lJr:'_IJ.:.!.~.-~!ab!._!.!._!:y_.£9J!IP~!'Y• or trust, and t.he 

agricultural land own~d. ll'ased, or hP.ld. Ho~evcr, this 

subsection shall not apply to 11 family fann corporation, a 

family farm limited partnership, a family .f~ Ut!'.~~~d 

li~~.ility co:'"lpany, or a family trur.t. The report shall 

contain the follo...,ing inforrnation, if applicable: 

a. WbethP.-r the report:inq entity represents .1 corp:)(at.ion, 

trust, -~-~~i~ .. ~~-1~-~~!i..!y___so:-npa!:l.i'•_ or limited partnership. If 

tt\e r~porting P.ntity represents,, corporation 9.!__!..!._~~·~ 

liab~pt.z:_.~ornpany the report. shall r.pec:ify if the corporation 

Q:L~.i.~~ .. ~.!~_!>~~!_!.y_co~ ls foreiqn or do!l'estic, pn>flt or 

nonprofit, or an authorized farm cot·poration or a~t..!l9.!1!!s! 

.~!r:')t~~ . ...!.!.~i~i .. tY . ..C9!!'.Pany. If th~ reporting entity cepresenta 

a trust th~ report shall specify if th~ trust is an authori~ed 

trust. 

b. The n.1me of tht> reportin<J P.ntity .1nd the name and 

address of the person supervising th~ daily operations on the 

agricultural land. 

c. The name, address, and citizenship if not. from the 

United States, of each shareholder, limited partner, ~~ntbcr, 

or benefici.uy of d corporation, t!\lst., !_~:o~~i-~_t?il_i_ty 

c.~-~i!!!.t.!. or 1 imited p<ntnershl.p. 

d. The total approximclte nmnhP.r of acrl"!s, and the 

approximate number of acrer. by namf!d county, of aqricultur~l 

lclnd which is O'..'ned, leased, or lHdd by the corporation, 

trust, !j_~_iLE:~.~i~.E..!..~.~ty comp~r'r~ or limit.ed pcHtnl"!rship . 

• 
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e. TlltJ app1·oximat:e number of <lCC(l!) of aqr lcultur<ll land 

which i!> owned and operclted hy t:he corporilt ion.L .. ~ i~i ted 

!i_':!P.:_i~_i_~.l. ~omp~_!!l...!. or limit~d partnPrship; the approximate 

number of acres of agricultural land which is leased by the 

corporation, ~l.l!!lli.~_!_iabil.!__ty ~ompany,_ limited partnerahip, 

or trust as a lessee; th& approxin-ate number of ac1·es of 

agricultural land which is leased from the corporation, 

.!...!.~li~~~-...!~-~bi...!.!.!.Y_compa~y~- limited p.utnernhip, or trust as a 
les!Jor: and the approximate number of ac1·es of agricultural 

land which is held in fee and operated by a trust. 

f. 1'hP. clpproximate number of acres of aqrlcultural land 

which the corporation, !_~t.e:_d_!!i!~~li_~I .... SO_~ •. trust, or 

limited partnership used for the product ion of row crops. 

9· 'I'he app1·oxir'late number of livestocl-:, including cattle, 

she~p, swine, or poultry, o .... ned, contracted for, or kept by 

the corpnration, 11mlt~4.1Llbip~y COI!I.J2.!.!!I.r. trust, or limited 

partnership, and th€: approximate number of offspring produced 
from the livestock. 

Sec, 1.9. Section 911.1(}, Code 1993, is amended to read as 
follo·..-s: 

9H,IO SIGNING RI:PORTS. 

Reports. by corporations shall be siqned by the president or 

other officer or authori•ed representative. ~~~~-~Y. 

!_-Unite~ !:...!..!!~i ~.!.Y. -~OJ!I~.ies_2!_~-~J ~. ~~.iqned_.~j'__!_!!l~~ager or 
ot~er __ a_l.!_t:!!.<:!~!.!~ -~~pre!>en~.~e~ Reports by l imlted 

partnerships shall be signed by the prenidPnt or other 

aut.t\orized representative of the partnership. Reports by 

individuals !~hall b~ siqneJ by the individtlal or an authorized 
repr~~sent lll i ve. 

Sec. 20. Section 9H.U, Code 1993, is amended to rl'ad as 
follows; 

9H.l4 DUTIES OP SECRET"I\R"I' OF STA'l'l::. 

The secretary of state shall notify the attorney genercll 

when the secretary of state hau reason to b~lieve a violation 

of thi~ chapter has OCCt1rred. tt i!> the intent of this 

• (/1 
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section that information She\ll loe macle av.a.i lclble to members of 

the qt~neral ass~mhly and appropriate cor.~mitt.eefl of the general 

assembly in order to determine the extent of farming being 

carried out in this state by corporationa and other business 

entities and the effect of such fa1·mi.nq practices upon the 

economy of this state. The reports of corporation!l, }imited 

liab.!_q~.:L....f~~!lif!~. limited partnerahips, trusts, 

contractors, and processors required in this cJ1apter s-hall be 

confidential reports except as to the attorney qeneral for 

review and appropriate •lCti.on when neC'essary. The secretary 

of state shall assist any co/1\tllittee of the gene1·c1t assernb1y 

existing or established for the purposes of studying the 

effects of this chapter and the practices this chapter seeks 

to study and regulate. 

Sec. 21. Sect ion 490A. 114, subse<.·t ion 1, paragraph u, Code 

1993, is amended to read as follo· ... s: 

u. Application for ccrlHicat:e of witl'ldr-awl!ll Ca!~.~~~.!.~)on 

. ............................................... -....... s 10 

Sec. 22. Section 490A.202, Code 1993, i.s amended by adding 
the following new Glib:;.ection: 

~1-~I!_SUASF;_C'I'l_ON. 17. a. F.xcept a!l provided in pcHagraph 

"d", indemnify an individual made a party to a procP.eding 

because the individual is or was a menber or manager against 

liability incurred in the proceeding if all of the followlnq 
applyt 

(I) The irldividual acted i.n qood faith. 

(2) Tlw individual reasonably believed: 

Ia) ln the case of conduct. in the individual's official 

capacity with the limited liability company, that the 

individual's conduct was in the limit~d liabilit.y company's 
bPst interests, 

(bJ In all other cases, that the individual's conduct was 

at ledst. not opposed t:o th~ limited liability cornp.1.ny's bc!H 

int~restfl. 

:r 
"II 
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(3) In the case ot any criminal proc~edinq, the individual 

had rv> rP.<~son.tble cause to believe the individual'!'> conduct 

was unlawful. 

b. A mCI::'lbec's or manager's conduct .,..ith respect to an 

employee benefit plan for a purpose the member or ~ana~er 

reasonably believed to be in the interests of the participants 
in and beneficiaries of the plan is conduct that satisfies the 

requirerr.ent of p<traqraph "a", subparaqraph (2), subparaqraph 

subdivision (b). 
c. The t.l!rmin.::~tion of a proceedi.n9 by judgment, order, 

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

its equiv.1lent is not., of it.self, determinative that the 

director did not rn~et the standard of conduct d~scri~cd 1n 

this subst!Ct ion. 
d. A limited liability company shall not indemnify a 

memb~r or rnanager und~r this subsection in either of the 

followin<J circur.~stances: 

( 1) In connP.-ct ion wit:h a proccedinq by or in the right of 

the li.mited liability company in which the rn~mber or mcln<~qer 

was ad}udqP.d liable to the li.mit,~d lidbili.ty cornpany. 

(l) [n connection with any other proceeding charging 

improper pcruonal ben~fit to the me~her or manager, whether or 

not involving action in the m(ltnbel·"s or ~.1nager's official 

c<.lpaclty, in which the mernh1~r Of manager was cldjudqed Hable 

on the basis that pt~fsonal benefit was improperly received by 

the membP.r or manclg~r. 
e. lndel'llnificat. ion permitted under this subsection in 

connection with a proce~din9 by of in the right of the lir-dtetl 

li.abllit~· company is 1 imited tCl reasonable expenses inctlrred 

in connection with the proceedin9. 

Sec. 23. Sec·tion 490A.701, subsection 2, Code 199.1, is 

amended t.o read as followo: 

2. Unles!o otherwise provided in the articles' of 

orqani2atlon or an oper.lting aqreement, a ttrH!tFit"'O'CI~ ~.<Uor~ty 

vote shall be required to approve l.he followinq matters: 

• • 
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a. The dissolution and winding up of the limited lia~ility 

~..-ompany, 

b. Thl! Sdle, exchange. lt~asP., roHt.gaqe, pletlqt~, or other 

transfer of all or substantially all of the as~ets c1f the 

linited liability company 9t~e~ __ t:_han. irt . ..lb~ ord_i~.!!J- •:~rs~_.2.!. 

~~~-~ness. 
c. Merger of thP. lirnited liability compttny with another 

entity. 
d.- -t\n-.,"'endl'".~nt:- t:o-t:t"le-ert i:e ie~-of- or9cn t l'!at ton ·ot' 

op~t'lllt i: nq··aCJrt'~l"!'l~l'tt r 

Sec. H. Section 490A.70l, Code 1993, is amended by cHMin~ 

the followin~ nev subsection: 

N~~-~~~.J::CTJOlL 3. Unless otherwise provided in the 

articles of orqanization or an operating agreement, a 

unanimous vote sh.:.~ll be requi rl!d to apptove an amendment t:o 

the articles of or9anization ot operatinq agreP.P"".ent. 

Sec. 21). Section 4901\."102, Code 1993, ifl amended to read 

clS follows: 
490A. 702 M.ANAG~:ME:NT m· LIMITE::O LIABILITY COMPAIJY. 

L. Unles.r. the articles of organization or an operating 

iH)rec-ment provides for mana~enent of a limited liability 

company by a mana9fH or ranag~rs, management of a limited 

liability co~pany shall be vPsted in its members. 

~Unle~.s 9~!lerw_isl! p~ov~c~ec.l i _ _n_...!.~':. ar~cle§__2~ 

2'!9an i zat I on ... ~.~~ ... exc~pt ~~____2!2~ _i_de~__l!~ s~.~sec~ l.f?..!l.l !. every 

!:ember is a!:l .. ~gen_!_Q_f__ the _limited pabpi~y_s:~mp~!_lj' f9.r th£ 

purpose of_i .. t.~ .. ~usir'~;~S~ .. 2:U!f!Jir.~.!.-~~e.~.£~ of_~:i ~ember!. 
~f!~_lud~.D.S.L_~.~n~t 1 imi!~d t:.QL...!-l~e ~xP.~-~t.i~!~ ~~:...."''me of 

the limited ~ .!~.l?_i ~!.!.L.f2.1!!1!.!!!1.._~~. !~~y_!.''~~.r umc.~~-L-.!.'?I 
~P.P~~ .. '!!~t ~y .. C:2:!..!.i:..l..!l9 .. ~.!!..._!..!!... !l.l~ _ _Qrd i ~; y c:ou. rt?~ . .!~e ~~s i r_~es;; .....E!. 

affair.!__.£'.( _the .. ~!rnlt~~- ~!.~~.!~~'i .. Po:n.e_~n~ !!!"'~"~l..l .. ~!...n.E .. ~.1}.~ 
!~!!l.!t:.~~ .H~bi.!!!.'i. <;:.21!'-..E.Q~'i.~ u_n.!~ss .~he me~tlt!r. so ... as:.~T}~ ~~~.L..i.!! 
f~<:t• .. "~-~l~t~ority t~ act .. ~!J~ttle .. ~imi __ ted _U_abil~..!.L£~1!'.Ei!~.i:. .. .!.!): 
~~.P~~~~c~_)ar .!¥l~~r ~-..!.!l~---~h~ pers~n. ~!.!:.!'..~'!om t!'.ll...!!t:.=!'~)~.~- j~ 
deB:!~ has -~ .. no~~~.e ~.L..!.h~. f ac_!~~~-- .t:.~f:'!~nbe r __ h.<!~ .. n? suc)1 

!!~~Q~ A.!Y ~-

• 
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1· .~f..__!!l.e __ ~.£..!:..!..£~.~~-~~ ~!-~n i r~~ ion. prov id_e .. !~!!_I:. n:'-:.'!~~.9.!~~~~ t_ 

2!_..t_he ll_n;':~.!..!!_d .~J~bi . .!.!ty_corr.p~.!}i'. i_s_ vPst~~- ~~--!!1~~~..9.£..!.......2~. 
1!!{1~!!9~r.:; the J~.~lo·"'~'~9.~~'i.=. 

~~- . A me~b.~?:!...!..........a9.~.~.!'...2...E~l.~..!...r.......~~ t_he cap~ci_~!! .. a ~ember_, ~~ 
£1.2~ an agu_~...!........2._( ~he l!.ml~!'"~i.~.~ility C:O.~~.!. 

E._: ___ ~;':'~..!.i:....._!!!:~.'!.<!..9.!.!.. ~ ~..i!_n _ _!l_ge..!l.!:.....S?~ _ t t_1~ __ 1 i mi.~ (!d __ !.!.<!~_i. .. l i.tt 

£9'~!''1. _for the . .P~E.C?.~~-....£!:.....~~.:!........2~-~~~~.!!.._£!:...._ct_ffa..!..!:.~.L. The- -!Ct. 

Q.f .. .!!}Y_ ~ana9!:.~.!. ... 1 nc 1 !:J~.~-!!2..L .. ~~.! ...... D.Q.L ~ i r.~i ted __ ~?..!........!_h_~ .. ~x.~cu t.!.£.1! 

_i_n _ _;_~~--'!_~m(> _pf t.~..!......!~~itP.d l_!ab!~.!t:L.....£~~''1 .9!......!!!]1 

! nst ~~-'!lent, !2~ . ...!21'~ ~ent ~ y __ car ~'1..!~~-n _the O_!<! i ll~!.Y...~'?U ~se 
!:h.~~!!.~ ~e s s o! .. ~.f.!.!.!-~ s of .~tl_c___!!_m_! ~~ d 1 i ab ~~.!.!l:......£!!~P~h-~_t_! 

?!.!!!....~~~--limi~~~- li.a~i.!..!..!y <:9~...E.!.ry'i.L~nless ~he manj'ger so 

!lCt_.!..!!g __ has! . ......!...!!...~ act:..L_!)o __ au t_!l_o_~ i.!.i:__~.'?. ~-~t for .. t.~!.......!.!~~ ~ _ec! 

lii!9Ll...!..!t. t;:om~n !:.....!"!~ p~~!.C:~!~.!.~~at~er. and .. t~.~~!.!;l:Oil 
witt:'. ~ho~ the man~9'-:'~ .. J.~ ~~ng .. ~!!~-~.<?~_ledgp. of .. ~.he .. f~c~. 

-~~:!!..... th~!~.~CJ~! ...... has. "? !l~~t~-~~-~or i. tl..!. 
1~~- a£~ .. ..£!.......!..man<l9~.r or_~. mem.be! ~ .... hich i~ .. ~lot a.P.p~_r:_ent.~y 

f.<?.£....!!Je car~:t~.~SL.2n i~....J:.!~~ ?rdi_ncnr.s.9~~~~b~si~es_!!_<?~--~~ 
~-i~_!!!_!i~t?_ili __ ~~ ~~an.Y~'!~!i_.!'..2.L})i~d the __ ~il!!_itec!_ 1~~-ity 

C:~.:::!E~~}' .~!!..!~.ss_aut.h<;>r_i_~~~ i.!!.....!!..C:~O~-~anc_~. wi._~!t the ~rticl~~ ~! 

2!9aniz~~ ~~!!.....~!. -~.!!_Qpe~~-n~ _.!3E~~~~.!l!..t...._~~ ~!"I~~ ime_..2!._~_!l~ 
!~anRil~~ !on . .9.~ .... -~t.:......!._~~ .':?t:he_r .......!:...!.~ ~ 

~_._l!n _.-1ct 2.~ .. ~_mana<J.!..!.......c?L~m~~! . ......!..!!....<?.J1~.ravent~on of-~ 
!~~-~r ict.~~~IJ. _auth_2I.Jt~!!al}.___!!~t. pi nd _!b~ limit~.~~!?~ .. lL~.i: 
5=:~~.'1. t.~~ ~~?.~_!!........!~{!!~ _i_!!9 __ !':~ow l~dg_~~ .. ttl~. rest. ~-i~.U:2!l· 

SPc, 26. Section 4901\,704, CodP. 1993, is ame,nded to 1·ei1d 
dS follows: 

490A.704 WITHDRAWAL OF M~HRER. 

A men•ber may withdraw from a limlted liability company at 

the time or upon the hc.tppt~ning <lf event.s specified in writing 

in the arti<:les of orq~nization 01 an operat.1ng agreement. If 

the articles of organization or an operatin9 agree~ent does 

not specify in writing the timE! or the e-vents upon the 

happenirlg of which a tnP.mber may withdra ... ·, a mPP'Iber may 

withdraw upon not le-ss than s1x mc•nths' p1·ior written notice 

•·.···' ' . 
\ 
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to each member at t.he member's .addcegs on the books of the 

limited liability company. !'!'e: .. ~.!..!..~~!es_gf........£!.9.!~.!;ati<ln __ ~!!!l 

!?.E~-~-"<l.....i!.9~.f!_ment_f!'aY........E:!.?~!_bi t. w~~hclra~~--~Y. .. ~~- ~~~!!_er . .=. 

Sec. 27, Section 490A.707, Colle l99J, is emended to re<toJ 
as folloW!i: 

490A, 10"1 I.USITA'l'ION OP I.IABILIT'l Of HANAGF.RS. 

ThP. article-s of organization may contain a provision 

eliminating or limiting the personal liability of a managP.r to 

the limited liability company or ~2 lts member!! 9!: __ o_!__~h!! 

~ember~"!'..!.!.~~ ~!'9...!!!.....~he rnan<!9~.r!!C!nt_9f~--li._mit_~~ liab_!_li..~ 
company_ ~!.... ve~t ~.!!..E~!.~~u~- ~~ _ _!iec~_i<?n 490A. 70 2 L _to__.!!!_~¥ .!.!.... ~~ ~ ~ 
~-iabili~Y . ...£2~·P.~.r!l......£E ... t_<?......!.!:.:'!. ~-~l"'ber3 for rr.onetary damag~s for 

breach of fiduciary duty aR a m.anaqer 2!.........~ .. !:"_embe;-__.~!~_'!'f~om 
~"lnaqe_f!!~nt_'?f t..!!!_!i!?.~t.~d.)~abi!H.r.co~p-~-~Y.....ls ~este9., if the 
provision does not eliminate oc limit the liability of a 

manager o~. rnc.l'l!~!"!.! .. wi.~~~~~'!l man:<!9~"!!.!!!...<?f th~ 1 ~~l.!..£d 

.!!~~)P.!.~'i. £q_f!t£!£1Y .. is Y_!!~~e:~ for any of the following: 

l. Breach of the manager·~ ~r._!!lr:mll!.r.~~ cluty of loyalty to 

thti llmi.ted liabilit.y <:ompany or ~ itu rr-.e-mbtHs, 

2. AcLs or onissions not in good faith or which involve 

intentional misconduct or a knowing viol,ltion of law. 

J. Tr.1nsaction from which the manager ~!_!_mc_rn!>er derives an 

improper personal benefit or a wrongful distribution in 

violation of section 490A.80'J. 

A provision ~hall not eliminate or limit the liability of a 

manager 2.!__ ~~mbe r. w i ~.!!......!-'.h<?~_.nl,ln~g~·~~..!!~ ...... <?~ .... ..!..!"!~ J.~~ .. tc~ 
.~ia~ilit._y __ coml)'!~.i: .. ~.xe.~~ed for an act or o:ni.ssion occurring 

prior to the date when the provision in the articles of 

orqanization beco~es effective. 

S~c:. 28. Section 490A.l203, subsP.ction 2, paragraph a, 

Code 1991, i8 amended to cead as follows: 

a. By the tUHI:r'ltlllt)tt~ n:I!J.9r.i_~.Y consent of the ml?mber!l of 

each lirnited liability company that is a constituent entit.y, 

unless the articles of orqanization nr an operating aqree~Pnt 

of <lny such limit!~d liability company provide-s oth•~rwisP. :r 
"TI 

"' 1\) ...., 
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S~c. 29. Section 490A.l206, sub$eCtion t, unnunbered 

paragraph 1, Code 1993. is amended to re.<ld as follQws: 

Any one or more limited liabil it:y companiC's of this state 

may mer9e with or into one or more foreiqn ~.im~te:~ liability 

cor.panies, foreign corporations, or foreign limited 

partnerships, or any one or more forei<Jn .!.!~i-~~~ liability 

cor:<panies. foreign corporations, or foreign lirl\iteoJ 

partnerships may Merge with or into any one or man~ linited. 

liability companies of this state, if all of th~ following 

apply: 

Sec. 30. Section 490A.ll01, subsection 1, Code 199.1, is 

a~ended to read as follows: 

t. At the t.irr.~ Qr on the happening of an event specified 

~-~this c~l~.P-~~!_Q_r in tl1e articles of orgardzation or an 

operat.ing agreement to <:ause dissolution. 

Sec. 31. SPction 490A.l301, ~ubsection J, Code 1991, is 

arnendcd to read as follow!l: 

J. Hp~" U!llesa other~.~.se ~'!'.ide~ .i~ _the artJ..s:les of 

organization_ ~~!!_2.P..£.~-~~~!lq. ~.q_reerncn_~!---~POf! the death, 

withdrawal, expulsion, bankruptcy, or dissolution of a member 

or occurrence of any other event, excP.pt assiqnment of a 

member!lhip interest voluntarily or by opE!I"iltion of law, thdt 

terminates t.hP. continued membership of a member in the limited 

liability co;;pany, unles!-1 the bu!Jinezs of thP. limited 

liability company is continued by the t~nontfi'.Oal't consent of thP 

r~rru:urttnq fll€!mbers !...!!_t_h~ ~~!"f!~_r_ sta-t~~- ~n t.l~~-~.!_ticle~f 

~-r~!~-<!~!9!~-~-~£!.<!.~.~~9 agrP.~~~~~~-or __ !.~-~~t ~o ~td.~ 

t~-~--~l!~n itn2_l!:.!..._f'_C2_n~~-'-~~ _o~ ~ h~ __ .!:._£ma i ni ~9. -~~~~q!'~. 
Sec. 31. St?ct.i.on 490A.l402, unnumben~d paragraph 1, Code 

1993, is arr.ended to read as follows: 

A foreign limited liahility conpany may apply for a 

certificate of re9t!!1treHort ~~t~<?".r.~.!I to transac.t business in 

this state by delivering an application to the secretary of 

state for filinq. An ,1pplication for rC'gistration as a 

foreiqn limited liability cor.:"lpJiny shall set forth all of the 

followinq: 

• • 
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.Sec. JL Section 490A.l406, unnumbe1·ed paragraph l, Code 

19<J1, is amended to tf~ad ae follows: 

A foreiqn linited liabilit.y company may c~ncel its 

certificate of reqt:!Jtt'At:i:Cfl ~J!.!~C?~i_t~.:t by del ivtr ing to th~ 

secretary of state for filing a certificate of cdncPllation 

which shall ~et forth all of the (ollo~inq: 

Sec. 34. Section 490A.l407, subsection 2, paraqraph b, 

Code 1991, i~ anended to read as follows: 

b. llolding rne~ti.ngs of the membe1·s or m.1nagers or cacrytng 

on othe1· activities concecninq internal eorpot'ate camp~ 

affairs. 

Sec. 15. Section 490A.l410, subsPctlon 1, unnumbered 

paragraph 1, Code 1993, is amenoJed to read a!l follows: 

'The certific<\te of re9htrn:tion ~~tthor~.~Y. of a foreign 

llmit.ed liability company to trc1nsact business in this state 

nay be revokeJ by the seccetary of state upon the occu1· r1wce 

of any of the following: 

Sec. 36. SPction 490A.1~16, Cod~ 1993, is amender) to read 

as follows: 

490A.1Sl6 DISSOI.UriON OR LIQUIDATION. 

Violation of .1ny provision of this suhchapt.er by a 

professional limited liability comp,lny or any o( its menb~rs 

or managers shall be ca11se tor ita involuntary dissolution, or 

liq1..1idation of its assets clt\d businPss by the distl"ict court, 

as provided In section 4901\.1302. Upon the death of the hst 

remaining memhe1· of a profeusional )iiT'ited liability COtnj)any, 

or when the last re~aining member i.s not licensed or ceas~s to 

be licensed to practice a profP.ssion in this state which the 

professional limited liability co~pany is authorized to 

practice, or when any person other than the rnerttber of record 

becomes ent.itled to have all nenbf!rship interests of the last 

relf'ainlng member of the professional limited liability comp.1ny 

transfetred into that person's name or to exercise voting 

rights, except as a proxy, with respect to such nenbership 

interests, tho professiQilcll limited liability cor:'lpdny shall 

• 
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not practice any profession and it shall be promptly 

dissolved. However, if prior to dissolution all outstanding 

membership interests of the professional limited liability 

company are acquired by one two or more persons licensed to 

practice a profession in this state which the professional 

limited liability company is authorized to practice, the 

professional limited liability company need not be dissolved 

and may practice the profession as provided in this 

subchapter. 

Sec. 37. Section 9H.3A, Code 1993, lS repealed. 

HAROLD VAN MAANEN 

Speaker of the House 

LEONARD L. BOSWELL 

President of the Senate 

I hereby certify that this bill originated in the House and 

is known as House File 327, Seventy-fifth General Assembly. 
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TERRY E. BRANSTAD 

Governor 
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