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

"Actively engaged in farming" means that a natural person
who is a shareholder and an officer, director or employee of

the corporation or who is a memper or manager of the limited

iiability company either:

Sec. 2. Section 9H.1, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION. 3A. “"Authorized limited liability

company" means a .imited _iability company other than a family
farm limited liability company founded for the purpose of
farming and the ownership of agricultura:i land in which all of
the following apply:

a. The members do not exceed twenty-five in numbder.

b. The members are all natura: persons Or Dersons acting
in a flduciary capacity for the benefit of natural persons or
nonproflt corporations.

Sec., 3. Section 9H.1, subsection 5, Code 1993, is amended
to read as follows:

3. Fhe-term-¥benefieiar "Beneficlal ownership" ilnclucdes

interests held by a nonresicdent ailen individual directly or
indirectly holding or acguliring a ten percent Oor greater share

in trhe partnership, limited partnership, corporation, limited

liability company, or trust, or directly or indirectiy through

two or more such entities. In addition, the term t2neficilal
ownership shell include interests held by all nonresident
a.len individuals if the nonresident alien individuals in the
aggregate directiy or indirectly hold or acguire zwenty-five
percent or more of the partnership, limited partnership,

corporation, iimited iiabilitv company, or trust.

Sec. 4. Section 9H.l, Code 1993, 1s amended by adding the
following new subsection:

NEW SUBSECTION. B8A. "Famiiy farm limited liabliliity

company” means a iimited liabiiity company wnich meets all of

tne folilowing conditions:




|4
(o) > X0 — [#] (%] f = (%) 2% 4
[te]

2
p-a

— b
woh

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

a. The limited liability company is founded for the
purpose of farming and the ownership of agricuitural land in
which the majority of the members are persons relaced to each
cther as spouse, parent, grandparent, lineal ascendants of
randparents or thelr spouses and other lineal descendants of
the grandparents or their spouses, or persons acting in a
fiduciary capacity for persons so related.

b. All cf the members of the limited lliabiiity company are
natural persons Or persons acting in a ficuciary capacity for
cne perefit of natural perscns or family trusts.

c. Sixty percent of the gross revenues of the limited
liabillity company over the last consecutive three-year period
comes from farming.

sec. 5. Sect:ion 9H.2, unnumbered paragrapn ., Code 1693,
1s amended to read as follows:

In order to preserve free and private enterprise, prevent
moropoly, and protect consumers, it is unlawful for any
processor of beef or pork or limited partnership 1n which a
processor holds partnersnlip shares as a general partner or
partnership shares as a limited partner, or limited liability
company 1n which a processor is a member, to own, control or
operate a feedlot 1n Iowa in which nhogs or cattle are fed for
slaughter. 1In addition, a processor shall not directly or
indirectly control the manufacturing, processing, or
preparation for sale of pork products derived from swine 1if
the processor contracted for the care and feeding of the swine
1n this state. However, this section does not appiy to a
cooperative association organized under chapter 497, 498, or
499, if the cooperative assocliation contracts for the care and
feeding of swine wlth a member of the cooperative assoclat:on
who is actively engaged in farming. This section does not
app.y to an association organized as a cooperative Ln which
arother cooperati.ve association organized under chapter 497,
458, or 499 is a member, 1f the assoclation contracts witn a

renber which is a cooperative assoclation organized under

_2_
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chapter 497, 498, or 499, which contracts for the care and
feeding of swine with a member of the cooperative who is
actively engaged in farming. This section shall nct precluce

a processor, er limited partnersnip, or limited liability

company from contracting for the purchase of hocgs or cattle,
provided that where the contract sets a date for delivery
whicn 1s more than twenty days after the maxing of the
contract it shall:

Sec. 6. Section 9H.2, subsection 2, Code 1992, is arencdecd
to read as follows:

Z. Sp?cify the month for the delivery, and shall allow the
farmer to set the week for the delivery within such morth ard
the processor, or linmited parcnership, or iimited liability
coinpany to set the date Ifor delivery within such week. This
sectlon shall not prevent processors or ecucational
institytions from carrying on legitimate research,
educational, cor demonstration activities, nor shall it prevent
processors from owning and operating facllitlies to provide
normal care and feecing of animals for a period not to exceed
ren cays immediately prior to slaughter, or for a longer
period in an emergency. Any processor or limited partnership
which owns, controls, or operates a feedlot on August 15, 1975
shall have until July 1, 1985 to dispose of the property.

Sec. 7. Section SH.4, unnumbered paragraph 1, Code 1993,

1s anended to read as fo.lows:

Ne A corporation, limited liabiiity company, or trust,
ciher than a family farm corporation, authorized farm

corporation, family farm limized liability company, authorized

limited il bll:ty corpany, family trust, acthorized trust or

testamentary trust shall not, either directiv or indirectly,
acguire or ocherwise obtain or lease any agricultural land in
tals state., However, the restrictions provided :n chnis

a

not apply 0o the fcliowing:

Sec. 8. Sectlon 9H.4. subsection 2, paragraph a, Code

Q

1992, 1s amerded o read as follows:
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a. Research and experimental activities are undertaken on
the agricultural land and commercial sales of products
produced from farming the agricultural land do not occur or
are incidental to the research or experimental purposes of che
corporation or limited liabiiity company. Commercial sales

are inclidental to the research or experimental purposes of the

corporation or limited liability company when such sales are

less than twenty-five percent of the gross sales of the
primary product of the research.

Sec. 9. Section 9H.4, subsection 2, paragrapnh ¢, Code
1993, is amended to read as follows:

c. The agricultural land is used by a corporation, or

limited liability company, including any trade or business

which i1s under common control, as provided in 26 U.S.C. § 414
for the primary purpose of testing, developing, or producing
animals for sale or resale to farmers as breeding stock.
However, after July 1, 1989, to qualify under this paragrapn,
the following conditions must be satisfied:

(1}
hold the agricultural land other than as a lessee. The term

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

corporation or limited liability company shall not renew a

lease. The corporation or limited liability company shall not

enter into a lease under this paragraph, if the corporation or

limited liability company has ever entered into another lease

under this paragraph "c", whether or not the iease is 1in
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

breeding stock or breeding stock progeny subsequent to the
sale.
(3} The number of acres of agricuitural land held by the

corporation or limited liability company must not exceed six

-4 -
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hundred forty acres.
{4} The corporation or limited liabllity company must

deliver a copy of the lease to the secretary of state. The
secretary of state shall notify the lessee of receipt of the
copy of the lease. However, this subparagraph does not apply
to a domestic corporation organized undexr chapter 504 or 504A.
Culls and test anlimals may be sold under this paragrapn
"c¢". PFor a three-year period beginning on the date that Ine
e

c
corporation or limited l:iabllity company acquires an interest

in the agricultural land, the gross sales for any year shall
not be greater than five hundred thousand dcllars. After the
three-year period ends, the gross sales for any year shall not
be greater than twenty-f:ive percent of the gross sales for
that year of the breeding stock, or five nundred thousand
doliars, whichever is less.

Sec. 10. Section 9H.4, subsection 4, Code 1593, is amended
to read as follows:

4. Agricultural land acguired by a corporation or limited

liability company for immediate or potential use in nernfarming

purposes.
Sec. 1l. Section 9H.4, subsection 5, Code 1993, is amended
to read as follows:
1=

5. Agricultural land acquired by a corporazion or limited
Dr

lability company by process of law in the coilection of

1
dents, or pursuant Lo a contract for deed executed prior to
August 15, 1975, or vy any procedure for the enforcement of a
l1en or claim thereon, whether created by nortgage or
otherwise.

Sec. 12, Sectlcn 9H.:, subsection 8, Code 1992, 1s amended

o read as folliows:

ry

8. A corpcration or its subsidlary organized under chapier
ch

49C ¢r a limited liabliify company organized under apter

430A and to wnich section 3:2.8 is applicablie.
Sec. 13. Secticn 3JE.4, unnumbered paragraph 2, Code 1983,

1S amendced o read as folliows:
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A corporation, limited liability company, or trust, other

than a family farm corporation, authorized farm corporation,

family farm limited liability company, authorized limited

liability company, family trust, authorized trust or

testamentary trust, violating this section shall be assessed a
civil penalty of not more than twenty-five thousand dollars
and shall divest itself of any iland held in violation of this
section within one year after judgment. The courts of this
state may prevent and restrain violations of tnis secticgn
through the 1ssuance of an injunction. The attorney general
or a county attorney shall institute suits on behalf of the
state to prevent and restrain violations of this section.

Sec. 14. Section 9H.5, subsection !, unnumbered paragraph
1, Code 1993, is amended to read as follows:

An authorized farm corporation, authorized limited

liability company, or authorized trust shall not, on or af:cer

July 1, 1987, and a limited partnership other than a family
farm limited partnership shall not, on or after July 1, 1988,
either directly or indirectly, acquire or otherwise obtaln or
lease agricultural land, if the total agricultural land either

directiy or indirectly owned or leased by the authorized farm

corporation, authorized limited liability company, limited
partnership, or authorized trust would then exceed one
thousand five hundred acres.

Sec. 15. Section SH.S5, subsection 2, Code 1893, 1s amended
to read as follows:

2. A person shall not, after July 1, 1988, become a
stockholder of an authorized farm corporation, a bereficilary

of an authorized trust, member of an authorized limited

i1ability company, or a limited partner in a limited

partnership which owns or leases agricultural land if the
person is also any of the following:
a. A stockholder of an authorized farm corporation.
b. A beneficiary of an authorized trust.

¢c. A limited partner in a limited partnership which owns

_6_
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or leases agricultural land.
d. A memper of an authorized limited liability company.

However, this subsection shall not apply to limited
partners in a family farm limited partnership.

Sec. 16. Section SH.S, subsection 3, paragraph a, Code
1993, is amended to read as follows:

a. An authcerized farm corporation, authorized trust,

authorized limited liability company, or limited partnership

violating this secticn shall be assessed a civil penality of
not more than twenty-five thousand dollars and shail divest
itself of any iand held in vioclation of this section within
one year after judgment. A civil penalty of not more than one
thousand dollars may be imposed on a person who becomres a

srtockholder of an authorized ZIarm corporation, bereficiary of

company, or iimited partner in a limited par:tnership 1in

violation of this section. The person shall divest the

interest held by the person in the corporation, trust, limited

liability company, or limited partnership to comply with this
section. The court may dcetermine the method of divestiag an
interest held by a perscrn found to be in violation of this
crapter. A financial gain realized by a person who disposes
of an 1nterest neld in vioiation of tnis chapter shall be
forfeited Lo the state’s general fund. All court cosis and
fees shall be paid by the person holding the interest In
violation of this chapter.

Sec. :7. Section 9H.SA, subsectlon 2, Code 1993, 1
amended by adcing the following rew paragraph:

d. A person who is a mexber,

authorized representative of a limited liability com
octher than a family Zarm limitec ligblliity ccmpany,
an autncrized limlted licbility company, owning or
agricuitura. :and or engaged in farming

Sec. 18. Sectlon 9H.5A, subsecticon 3,

amended to read as folliows:
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3. The report shall contain information for the last year

regarding the reporting entity's corporation, limited

partnership, limited liability company, or trust, and the

agricultural land owned, leased, or held. However, this
subsection shall not apply to a family farm corporation, a

family farm limited partnership, a family farm limited

liabllity company, or a family trust. The report shail

contain the foliowing information, if appiicable:

a. Whether the reporting entity represents a corporaticn,

—
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trust, limited liability company, or limited partnership. If

il the reporting entity represents a corporation or limited
12 liability company the report shall specify if the corporation

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

14 nonprofit, or an authorized farm corporation or authorized

15 limited liability company. If the reporting entity represents

16 a trust the report shall specify if the trust 1s an authorized
17 trust.
18 b. The name of the reporting entity ané the 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 sharehclder, limited partner, menber,

-

23 or beneficiary of a corporation, trust, limited liability

24 company, or limited partnersnhip.

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, limited liability company, or limiced parcnership.

29 e. The approximate number of acres of agricultural land
30 which is owned and operated by the corporaticn, limited

31 iliabil:ity company, or limited partnership; the approximace

32 number of acres of agricultural land which (s leased by the

33 corporaticn, limited liability company, limited parinership,

34 or trust as a lessee; the approximate number of acres of

35 agricuiltural land which :s ieased from the corporation,

...8_
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lessor; and the approximate number of acres of agricultura:
land which is held in fee and operated by a trust.
f. The approximate number of acres of agricuitural land

which the corporation, limited liability company, trust, or

iimited partnership used for the production of row crops.
G. The approximate number of livestock, including cattie,
sheep, swine, or poultry, owned, contrac-ed for, or Xept Dy

the corporation, limited liability company, trust, or limited

partnership, and the approximate number of cfispring produced
from the livestock.

Sec. 19. Section 9H.10, Code 1993, is amendec to read as
follows:

9H.10 SIGNING REPORTS.

Reports by corporations shall be signed by the president or
other officer or authorized representative. Reports by

iimited liablility companies shall be signed by a manager or

other authorized representative. Reports by imited

partnrnerships shall be sicneé by the presicdent or oither
authorized representative of the partnership. Reporis by
individuals shall be signed by the individual or an authorized
representacive,

Sec. 20. Section 9H.14, Code 1993, 1s amencec¢ to read as
follows:

9H.14 DUTIES OF SECRETARY OF STATE.

The secretary of state shall notify the attorney general
when the secretary of state has reason t¢ beliesve a violaticn
of this chapter has occurred. It 1s the intent of tnis
sectlon that informaticon shall be made available o nembers of

Te comnitiees of the general

siabliity companies, iimited partnerships, truscs,
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contractors, and processors required in this chapter shall be
confidential reports except as to the attorney general for
review and appropriate action when necessary. The secretary
of state shall assist any committee of the general assembly
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. Section 490A.124, subsection 1, paragraph u, Code
1993, is amended to read as follows:

u. Application for certificate of withdrawel cancellation

Gt et i e et sttt e e sttt . $ 10

Sec. 22. Section 490a.202, Code 1993, is amended by adding
the following new subsection:
NEW SUBSECTION. 17. a. Except as provided in paragraph

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

{1}y The individual acted in good faith.

(2) The individual reasonably believed:

(a) In the case of conduct in the individual's official
capacity with the limited liability company, that the
individual's conduct was 1n the limited liability company's
best interests.

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

(3) In the case of any criminal proceeding, tne individual
had no reasonable cause o believe tne individual's conduct
was unlawful.

b. A member's or manager's conduct with respecgt to an
employee benefit pian for a purpose the member or manager
reasonably believed to be in the interests of the participants
in and bereficiaries of the plan 1s conduct that satisfles the

requirement of paragraph "a", subparagraph (2), subparagraph

__:_0_
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subdivision (b).

c. The termiration of a proceeding by judgment, order,
settlement, conviction, or upon a vlea of nolo contendere or
its equivalent is not, of itself, determinative that the
dlrector diqQ not meet *he standard of conduct described in
this subsection.

d. A limited liability company shall not indemnify a
menper or manager under this subsection in elither of the
following circumstances:

(1) In connection with a proceeding by or in the right of
the iimited liability companry irn which the member or marager
was adjudged liable to the limited liability company.

{2) In connection with any cother proceeding charging
.mproper personal benefit tc the member or manager, whether or
not involving action in the member's or manager's official
capacity, in which the member or manager was adjudged liable
on the basis that persona: bernefi:c was improperly received py
the member or manager.

e. Indemnification permitted under this subsection Iin
connection with a proceeding by or in the rignt of the limited
liability company ls limited to reasonable expenses Incurrec
in connection with the proceeding.

Sec. 23, Section 490A.70%, schsection 2, Code 1993, :s
amended to read as follows:

2. Unless otherwise provided in the a
organization or &n operating agreenent, a um
vote snall oe reguired to approve the Zollowlng matters:

@a. The dissciution ard windilng up cf the limited liabllity
conpany.

L. The salw, exanange, .ease, morigage, n.edge, or Stner
transfer of all or subsiantiaily all of e

limited liability company ciner than In ihe ordinary course of

pusiress,

)

. Merger of the Lianlted llability coimpeny With &ndther

entil

=
.
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d+--An-amendment-to-the-articies-cf-erguanizatton-or
operating-agreements

Sec. 24. Section 490A.701, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 3. Unless otherwise provided in the

articies of organization or an operating agreement, a
unanimous vote shall be required to approve an amendment o
the articles of organization or operating agreement.

Sec. 25. Section 490A.702, Code 1993, is amended to read
as follows:

490A.702 MANAGEMENT OF LIMITED LIABILITY COMPANY.

i. Unless tne articles of organization or an operating
agreement provides for management of a limited liability
company by a manager or managers, management of a limited
ilability company shall be vested in its mempers,

2. Unless otherwise provided in the articles of

organization and except as provided in subsection 3, every

member 1s an agent of the limited liability company for the

purpose of its business or atfairs. The act of any meuder,

including, but not limited to, the execution in the name of
the 1

apparently carrying on in the ordinary course the business or

arfairs of the limited liability company shall bind the

iimited liability company, uniess the member so acting has,

fact, no authority to act for the limited ilability company :n

the particular matter, and the person with whom the member is

dealing has Xnowledge of the fact that the member has no such

authority.

3. If the articles of organization provide that management

of the limited iiability company is vested in a manager or

L

e .
managers the foilowing apoiv:
a. A member, acting solely in the capacity as & member, 1is

not an agent of the limited liability company.

b. Every manager .5 an agent of the limited liabilit

company for the purpose of its business or affairs. The ac:

_:2_
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any manager, including, but not limited to, the execution .

2 in the pame of the limited liability company of any

re

i o

Lo

instrument, for apparently carrying on in the ordinary course

Fay

tne business or affairs of the limited liability company shall

pind the jimited liability company, unless the manager so

=

acting has, in fact, no authority to act for the Ilimited

l.apility company in the particuiar matter, and_the person

Wwitn whom the marager is dealing has ¥nowledge of the fact

that tne manager has no such authority.
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4. An act of a marager or a member which 135 nct zpparently

bt

for the carrying on in the ordinary course of buslness of th
Lor tne ying on L = a =

limited liability company does not bind the limited Iigbility

company unless authorized in accordance with the articles of

[

-
O

-
28

organization or an operating agreement, at the time of the

b—
wn

transaction or at ary other time.

16 5. An act of a manager or member in contraventiosn of a
i7 restriction on_authority shall not bind the limited liability .

18 company to persons having knowledge of the restricrion.
19 Sec. 26. Section 490A.704, Code 1993, is amended to read

20 as foilows:

2% 490A.704 WITHDRAWAL OF MEMBER.

22 A member may withdraw from a limited liability company a:z
23 the tLime or upor the happening of events specified in writing
24 in the articles of organization or an operating agreement. If
25 the articles of organization or an operating agreement does

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

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

28 withdraw upon not less than six months' prior written notice
29 to each member at the member's address on the bcoks of the

36 limited iiability company. The articles of crganization or an

31 operating agreexent may prohibit withdrawal by a member.
32 Sec. 27. Section 490A.707, Code 1993, is amended %o read

32 as foilows:
34 490A.707 LIMITATION OF LIABILITY OF MANAGCTRS. .

35 The articles of crganization may contain & provision
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33
34
35

eliminating or limiting the personal liability of a manager to

the limited liability company or to its members or of the

members with whom the management of the limited liability

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

liability company or to its members for monetary damages for

breach of fiduciary duty as a manager or a member with whom

management of the limiced liability company is vested, if the

provision does not eliminate or limit the liability of a

manager or a member with whom management of the limited

liabjiity company is vested for any of the following:

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

2. Acts or omissions not 1n good faith or which involve
intentional misconduct or a knowing violation of law.

3. Transaction from which the manager or member derives an
improper personal benefit or a wrongfui distributlcn in
violation of section 490A.807.

A provision shall not eliminate or limit the liability of a

manager or member with whom management of the limited

liability company is vested for an act or omission occurring

prior to the date when the provision in the articies of
organization becomes effective.

Sec. 28. Section 490A.1203, subsection 2, paragraph a,
Code 1993, is amended to read as follows:

a. By the unanimeus maiority consent of the nembers of
each limited liability company that is a constituent entity,
uniess the articles of organlzation or an operating agreement
of any such limited liabllity company provides otherwise.

Sec. 29. Section 490A.1206, subsecticn 1, unnumbered
paragraph 1, Code 1993, is amended to read as focllows:

Any one or mere ilimited liability companies of this stat

e
mey merge with or 1nto one or more foreign limited liability

companies, foreign corporations, or foreign iimited
partnerships, or any one or more foreign limited liability

companies, foreign corporations, or foreign limited

-14-
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partrerships may merge with or into any one or more limited

liability companies of this state, if all of the following

apply:

Sec. 30. Sectior 490A.1301, subsection 1, Code 1993, is
amended to read as follows:

1. At the time or on the happening of an event specifiec
in this chapter or in the articles of organization or an
operating agreement to cause dissolution.

Sec. 31. Section 490A.:301, subsection 3, Cocde 1993, 1s
amencded to read as folilows:

3. HYpom Unless ctherwise provided in the articles of

organization or an operating agreement, upou the death,

withdrawal, expulsion, bankruptcy. or dissolutzion of a member

or occurrence 0f any other event, except assignment of a

menbershlip interest voluntarliy or by operation of law, that

term;nates the continued membership of a member in the iimited

liability company, unless the dusiness of the limited .
liability conpany is continued by the umanimeus consent of the

rematning members in the manner stated in the articies of

organization or an operating agreerment or if not so stated, by

the unanimous consent of the remaining members.

Sec. 32. Section 490A..402, unnumbered paragraph 1, Code
1993, is amended to read as follows:

A foreign limited iiability company may apply for a
cerlificate of regrstratien authority to transact business in
this state by delivering an application to the secretary of
state for filing., An application for registration as a
foreign limited liability company shall set forth all of the
followlng:

Sec. 33. Section 490A.1406, unnumbered paragraph i, Code
1993, 1s amended to read as follows:

A foreign limited liab.lity company may cancel its
certificate of regtseration authority by delivering to the
secretary of state for fiiing a certificate of canceilation .

which shalil set forth all of the following:




Sec. 34. Section 490A.1407, subsection 2, paragraph b,
Code 1993, is amended to read as follows:

b. Holding meetings of the members or managers or carrying
on other activities concerning internal eerporate company
affairs,

Sec. 35. Section 490A.1410, subsecticn i, unnumbered
paragraph 1, Code 1993, is amended to read as follows:

The certificate of registration authority of a foreign
limited liability company to transact business in this state
may be revoked by the secretary of state upon the occurrence
of any of the following:

Sec. 36. Section 490A.1516, Code 1993, is amended to read
as follows:

490A.1516 DISSOLUTION OR LIQUIDATION.

Viclation of any provision of this subchapter by a
professional limited liability company or any of 1:s members
or managers shall be cause for its involuntary dissolution, or
liquidation of its assets and business by the district court,
as provided in section 490A.1302. Upon the death of the lagt
remainling member of a professional limited liability company,
or when the last remaining member is not licensed or ceases to
be licensed to practice a profession in this state which the
professional limited liability company is authorized to
practice, or when any person other than the member of record
becomes entitled to have all membership interests of the last
remaining member of the professicnal limited iiability company
transferred into that person's name or to exercise voting
rights, except as a proxy, with respect to such membership
interests, the professional limited liability company shall
not practice any profession and it shall be promptly
disscived. However, if prior to dissoiution ail outstanding

nembership interests of the professional limited liability

company are acquired by ene two or nore persons licensed to

practice a profession in this state which the professional

iimited liability company is authorized to practice, the

-16..
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professional limited liability company need not be dissolved
and may practice the profession as provided in this
subcnapter,

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

EXPLANATION

This bill provides that limited liability companies may own
and :iease agricultural land to the same extent as
corporations. The bill aiso authorizes a iimited liability
company to indemnify a member or manager, that unless
specified in the articles of organization, every member of a
iimized :iability company is an agent of the company, that the
articies of organization may limit or eliminate the liagbility
not only of managers, but members who have been given
management duties, and that the articles of organization or
operating agreement may provide for the marner in which the
limited liability company may continue in cperazion following
the departure of a member.

In addition, *the bill corrects several technical errors,
provides that certain decisions affecting a limited liability
company can be made by majority vote of the members instead of
unanimous consent, and provides that the articles of
organization or an operating agreement may prohibit the
withdrawal of a member from a limited liability company.

Finally, the bill repeals the complete prohibition on
limited liability companies owning or leasing agricultural
lang.

LSB 2490HV 75
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Section 1. Section 9H.1, subsection 1, unnumbered
paragraph 1, Code 1993, is amended to read as follows:

1. "Actively engaged in farming” means that a natural
person who is a shareholder and an officer, director or
employee of the corporation or who is a member or manager of
the limited liability company either:

Sec. 2. Section 9H.1, Code 1993, is amended by adding the
following new subsection: , '

NEW SUBSECTION. 3A. "Authorized limited liability
company” means a limited liability company other than a family
farm limited liability company founded for the purpose of
farming and the ownership of agricultural land in which all of

the following apply:

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

b. The members are all natural persons or persons acting
in a fiduciary capacity for the benefit of natural persons or
nonprofit corporations.

Sec. 3. Section 9H.1, subsection 5, Code 1993, is amended
to read as follows:

5. Phe-term-Ybenefitetat "Beneficial 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, limited
liability company, or trust, or directly or indirectly through
two or more such entities. In addition, the term beneficial
ownership shall include interests held by all nonresident
alien individuals if the nonresident alien individuals in the
aggregate directly or indirectly hold or acquire twenty-five
percent or more of the partnership, limited partnership,
corporation, limited liability company, or trust,

Sec. 4. Section 9H.1, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION. 8A. "Pamily farm limited liability
company"” means a limited liability company which meets all of

the following conditions:

‘{
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a. The limited liability company is founded for the
purpose of farming and the ownership of agricultural land in
which the majority of the members are persons related to each
other as spouse, parent, grandparent, lineal ascendants of
grandparents or their spouses and other lineal descendants of
the grandparents or their spouses, or persons acting in a
fiduciary capacity for persons so related.

b. All of the members of the limited liability compahy are
natural persons or persons acting in a fiduciary capacity for
the benefit of natural persons or family trusts.

¢. Sixty percent of the gross revenues of the limited
liability company over the last consecutive three-year period
comes from farming.

Sec. 5. Section 9H.1, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION. 13A. “Limited liability company” means a
limited liability company as defined in section 450A.102,
subsection 10 or 13, which owns or leases agricultural land or

is engaged in farming,

Sec. 6. Section 9H.2, unnumbered paragraph 1, Code 1993,
is amended to read as follows:

In order to preserve free and private enterprise, prevent
monopoly, and protect consumers, it is unlawful for any
processor of beef or pork or limited partnership in which a
processor holds partnership shares as a general partner or
partnership shares as a limited partner, or limited liability
company in which a processor is a member, to own, control or
operate a feedlot in Iowa in which hogs or cattle are fed for
slaughter.. In addition, a processor shall not directly or
indirectly control the manufacturing, processing, or
preparation for sale of pork products derived from swine if
the processor contracted for the care and feeding of the swine
in this state. However, this section does not apply to a
cooperative association organized under chapter 497, 498, or
499, if the cooperative association contracts for the care and
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feeding of swine with a member of the cooperative asscociation
who is actively engaged in farming. This section does not
apply to an association organized as a cooperative in which
another cooperative association organized under chapter 497,
498, or 499 is a member, if the association contracts with a
member which is a cooperative association organized under
chapter 497, 498, or 499, which contracts for the care and
feeding of swine with a member of the cooperative who is
actively engaged in farming. This section shall not preclude
a processor, or limited partnership, or limited liability

company from contracting for the purchase of hogs or cattle,
provided that where the contract sets a date for delivery
which is more than twenty days after the making of the
contract it shall:

Sec. 7. Section 9H.2, subsection 2, Code 1993, is amended
to read as follows:

2. Specify the month for the delivery, and shall allow the
farmer to set the week for the delivery within such month and
the processor, er limited partnership, or limited liability
company to set the date for delivery within such week. This
section shall not prevent processors or educational

institutions from carrying on legitimate research,
educational, or demonstration activities, nor shall it prevent
processors from owning and operating facilities to provide
normal care and feeding of animals for a period not to exceed
ten days immediately prior to slaughter, or for a longer

period in an emergency. Any processor or limited partnership

which owns, controls, or operates a feedlot on August 15, 1975
shall have until July 1, 1985 to dispose of the property.

Sec. 8. Section 9H.4, unnumbered paragraph 1, Code 1993,
is amended to read as follows:

Ne A corporation, limited liability company, or trust,
other than a family farm corporation, authecrized farm
corporation, family farm limited liability company, authorized

limited liability company, family trust, authorized trust or

-3-
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testamentary trust shall not, either directly or indirectly,
‘acquire or otherwise obtain or lease any agricultural land in
this state. However, the restrictions provided in this
section shall not apply to the following:

Sec. 9., Section 9H.4, subsection 2, paragraph a, Code
1893, is amended to read as follows: ‘

a. Research and experimental activities are undertaken on
the agricultural land and commercial sales of products
produced from farming the agricultural land do not occur or
are incidental to the research or experimental purposes of the
corporation or limited liability company. Commercial sales
are incidental to the research or experimental purposes of the
corporation or limited liability company when such sales are
less than twenty-five percent of the gross sales of the

primary product of the research. )

Sec. 10. Section 9H.4, subsection 2, paragraph c, Code
1993, 1is amended to read as follows: '

¢. The agricultural land is used by a corporation, or
limited liability company, including any trade or business
which is under common cbntrol, as provided in 26 U.S.C. § 414
for the primary purpose of testing, developing, or producing
animals for sale or resale to farmers as breeding stock.,
However, after July 1, 1989, to qualify under this paragraph,
the following conditions must be satisfied:

(1) The corpecration or limited liability company must not
hold the agricultural land other than as a lessee. The term
of the lease must be for not more than twelve years. The
corporation or limited liability company shall not renew a
lease. The corporation or limited liability company shall not
enter into a lease under this paragraph, if the corporation or
limited liability company has ever entered into another lease
under this paragraph "c", whether or not the lease is in
effect. However, this subparagraph does not apply to a
domestic corporation organized under chapter 504 or S04A.

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

-y~
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breeding stock must not relate to the direct or indirect
control by the corporation or iimited liability company of the
breeding stock or breeding stock progeny subsequent to the

sale.

(3) The number of acres of agricultural land held by the
corporation or limited liability company must not exceed six
hundred forty acres.

(4) The corporation or limited liability company must
deliver a copy of the lease to the secretary of state. The
secretary of state shall notify the lessee of receipt of the
copy of the lease. However, this subparagraph does not apply
to a domestic corporation organized under chapter 504 or 504A.

Culls and test animals may be sold under this paragraph
me", For a three-year period beginning on the date that the
corporation or limited liability company acquires an interest
in the agricultural land, the gross sales for any year shall
not be greater than five hundred thousand dollars. After the
three-year periocd ends, the gross sales for any year shall not
be greater than twenty-five percent of the gross sales for
that year of the breeding stock, or five hundred thousand

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

to read as follows:
4, Agricultural land acquired by a corporation or limited

liability company for immediate or potential use in nonfarming

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

to read as follows:

5. Agricultural land acquired bf a corporation oOr limited
liability company by process of law in the collection of
debts, or pursuant to a contract for deed executed prior to
August 15, 1975, or by any procedure for the enforcement of a
lien or claim thereon, whether created by mortgage oOr

ctherwise.
Sec. 13. Section 9H.4, subsection 8, Code 1993, is amended

-5_
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to read as follows:

8. A corporation or its subsidiary organized under chapter
490 or a limited liability company organized under chapter
490A and to which section 312.8 is applicable.

Sec. 14. Section 9H.4, unnumbered paragraph 2, Code 1993,
is amended to read as follows:

A corporation, limited liability company, or trust, other
than a family farm corporation, authorized farm corporation,
family farm limited liability company, authorized limited
liability company, family trust, authorized trust or
testamentary trust, violating this section shall be assessed a
civil penalty of not more than twenty-five thousand dollars
and shall divest itself of any land held in violation of this
section within one year after judgment. The courts of this

state may prevent and restrain violations of this section
through the issuance of an injunction. The attorney general
or a county attorney shall institute suits on behalf of the
state to prevent and restrain violations of this section.

Sec. 15, Section 9H.S5, subsection 1, unnumbered péragraph
l, Code 1993, is amended to read as follows:

An authorized farm corporation, authorized limited
liability company, or authorized trust shall not, on or after

July 1, 1987, and a limited partnership other than a family
farm limited partnership shall not, on or after July 1, 1988,
either directly or indirectly, acquire or otherwise obtain or
lease agricultural land, if the total agricultural land either
directly or indirectly owned or leased by the authorized farm
corporation, authorized limited liability company, limited
partnership, or authorized trust would then exceed one
thousand five hundred acres.

Sec. 1l6. Section 9H.S5, subsection 2, Code 1993, is amended
to read as follows: -

2. A person shall not, after July 1, 1988, become a
stockholder of an authorized farm corporation, a beneficiary
of an authorized trust, member of an authorized limited

-6-
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liability company, or a limited partner in a limited
partnership which owns or leases agricultural land if the

person is also any of the following:

a. A stockholder of an authorized farm corporation.

b. A beneficiary of an authorized trust.

c. A limited partner in a limited partnership which owns

leases agricultural land.

d. A member of an authorized limited liability company.

However, this subsection shall not apply to limited
partners in a family farm limited partnership.

Sec. 17. Section 9H.5, subsection 3, paragraph a, Code
1993, is amended to read as follows:

a. An authorized farm corporation, authorized trust,
authorized limited liability company, or limited partnership
violating this section shall be assessed a civil penalty of
not more than twenty-five thousand dollars and shall divest
itself of any land held in violation of this section within
one year after judgment. A civil penalty of not more than one
thousand dollars may be imposed on a person who becomes a
stockholder of an authorized farm corporation, beneficiary of
an authorized trust, member of an authorized limited liability

company, or limited partner in a limited partnership in
violation of this section. The person shall divest the

interest held by the person in the corporation, trust, limited

liability company, or limited partnership to comply with this
section. The court may determine the method of divesting an
interest held by a person found to be in violation of this
chapter. A financial gain realized by a person who disposes
of an interest held in violation of this chapter shall be
forfeited to the state's general fund. All court costs and
fees shall be paid by the person holding the interest in

violation of this chapter.

Sec. 18. Section 9H.5A, subsection 2, Code 1593, is
amended by -adding the following new paragraph:

NEW PARAGRAPH. d. A person who is a member, manager, Or

-7 -




authorized representative of a limited liability company,
other than a family farm limited liability company, including
an authorized limited liability company, owning or leasing
agricultural land or engaged in farming in this state.

Sec. 19. Section 9H.SA, subsection 3, Code 1993, is
amended to read as follows:

3. The report shqll contain information for the last year
regarding the reporting entity's corporation, limited
partnership, limited liability company, or trust, and the
agricultural land owned, leased, or held. However, this
subsection shall not apply to a family farm corporation, a
family farm limited partnership, a family farm limited
liability company, or a family trust. The report shall
contain the following information, if applicable:

a. Whether the reporting entity represents a corporation,
trust, limited liability company, or limited partnership. If
the reporting entity represents a corporation or limited
liability company the report shall specify if the corporation
or limited liability company is foreign or domestic, profit or
nonprofit, or an authorized farm corporation or authorized
limited liability company. If the reporting entity represents
a trust the report shall specify if the trust is an authorized
trust.

b. The name of the reporting entity and the name and
address of the person supervising the daily operations on the
agricultural land.

c. The name, address, and citizeﬁship if not from the
United States, of each shareholder, limited partner, member,
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or beneficiary of a corporation, trust, limited liability

8 ]
Yol

L8
o

company, or limited partnership.

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

e. The approximate number of acres of agricultural land
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which is owned and operated by the corporation, limited
liability company, or limited partnership; the approximate
number of acres of agricultural land which is leased by the
corporation, limited liability company, limited partnership,
or trust as a lessee; the approximate number of acres of
agricultural land which is leased from the corporation,
limited liability company, limited partnership, or trust as a
lessor; and the approximate number of acres of agricultural
land which is held in fee and operated by a trust.

f. The approximate number of acres of agricultural land
which the corporation, limited liability company, trust, or
limited partnership used for the production of row crops.

g. The approximate number of livestock, including cattle,
sheep, swine, or poultry, owned, contracted for, or kept by
the corporation, limited liability company, trust, or limited
partnership, and the approximate number of offspring produced
from the livestock.

Sec. 20. Section 9H.10, Code 1993, is amended to read as

follows:

9H.10 SIGNING REPORTS.

Reports by corporations shall be signed by the president or
other officer or authorized representative. Reports by
limited liability companies shall be signed by a manager or
other authorized representative. Reports by limited
partnerships shall be signed by the president or other
authorized representative of the partnership. Reports by
individuals shall be signed by the individual or an authorized

representative.
Sec. 21. Section 9B.14, Code 1993, is amended to read as
follows:

9H.14 DUTIES OF SECRETARY OF STATE.

The secretary of state shall notify the attorney general
when the secretary of state has reason to believe a violation
of this chapter has occurred. It is the intent of this
section that information shall‘be made available to members of
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the general assembly and appropriate committees of the general
assembly in order to determine the extent of farming being
carried out in this state by corporations and other business
entities and the effect of such farming practices upon the
economy of this state. The reports of corporations, limited
liability companies, limited'partnerships. trusts,

contractors, and processors required in this chapter shall be
confidential reports except as to the attorney general for
review and appropriate action when necessary. The secretary
of state shall assist any committee of the general assembly
existing or established for the'purposes of studying the
effects of this chapter and the practices this chapter seeks
to study and regulate.

Sec. 22. Section 490A.124, subsection 1, paragraph u, Code
1993, is amended to read as follows:

u. Application for certificate of withdrawat cancellation

................ ceccdssrtrrersanersecarssssasrrscssancees 3 10

Sec. 23. Section 490A.202, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. a., Except as provided in paragraph
"d", indemnify an individual made a party to a proceeding
because the individual is or was a member or manager against
liability incurred in the proceeding if all of the following
apply: ‘

{1) The individual acted in good faith.

(2) The individual reasonably believed:

(a} In the case of conduct in the individual's official
capacity with the limited liability company, that the
individual's conduct was in the limited liability company's
best interests.

(b) In all other cases, that the individual's conduct was
at least not opposed to the limited liability company's best

interests,
{(3) In the case of any criminal proceeding, the individual

had no reasonable cause to believe the individual's conduct

~10~-
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was unlawful. ‘ ‘

b. A member's or manager's conduct with respect to an
employee benefit plan for a purpose the member or manager
reasonably believed to be in the interests of the participants
in and beneficiaries of the plan is conduct that satisfies the
requirement of paragraph "a", subparagraph (2), subparagraph
subdivision (b).

c. The termination of a proceeding by judgment, order,
settlement, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the
director did not meet the standard ofrcondhct described in
this subsection.

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

(1) In connection with a proceeding by or in the right of
the limited liability company in which the member or manager
was adjudged liable to the limited liability company. .

{2) 1In connection with any other proceeding charging
improper personal benefit to the member or manager, whether or
not involving action in the member's or manager's official
capacity, in which the member or manager was adjudged liable
on the basis that personal benefit was improperly received by
the member or manager.

e. Indemnification permitted under this subsection in
connection with a proceeding by or in the right of the limited
liability company is limited to reasonable expenses incurred
in connection with the proceeding. ‘

Sec. 24, Section 490A.701, subsection 2, Code 1993, is
amended to read as follows: ‘

2. Unless otherwise provided in the articles of
organization or an operating agreement, a umanimeus majority
vote shall be required to approve the following matters:

a. The dissolution and winding up of the limited liability

company. .

-11-
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b. The sale, exchange, lease, mortgage, pledge, or other
transfer of all or substantially all of the assets of the
limited liability company other than in the ordinary course of
business.

c. Merger of the limited liability company with another
entity.

d---An-amendment—-to~the-artictes-of-erganization-or

operating-agreements

Sec. 25. Section 490A.701, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 3., Unless otherwise provided in the
articles of organization or an operating agreement, a
unanimous vote shall be required to approve an amendment to
the articles of organization or operating agreement.

Sec. 26. Section 490A.702, Code 1993, is amended to read
as follows:

490A.702 MANAGEMENT OF LIMITED LIABILITY COMPANY.

1. Unless the articles of organization or an operating
agreement provides for management of a limited liability
company by a manager or manégers, management of a limited
liability company shall be vested in its members.

2. Unless otherwise provided in the articles of

organization and except as provided in subsection 3, every
member is an agent of the limited liability company for the
purpose of its business or affairs. The act of any member,
including, but not limited to, the execution in the name of

the limited liability company of any instrument, for
apparently carrying on in the ordinary course the business or
affairs of the limited liability company shall bind the
limited liability company, unless the member so acting has, in
fact, no authority to act for the limited liability company in
the particular matter, and the person with whom the member is
dealing has knowledge of the fact that the member has no such

authority.

3. If the articles of organization provide that management

-12-
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of the limited liability company is vested in a manager or
managers the following apply:

a. A member, acting solely in the capacity as a member, is
not an agent of the limited liability company.

b. Every manager is an agent of the limited liability _
company for the purpose of its business or affairs. The act
of any manager, including, but not limited to, the execution
in the name of the limited liability company of any
instrument, for apparently carrying on in the ordinary course
the business or affairs of the limited liability company shall
bind the limited liability company, unless the manager so
écting has, in fact, no authority to act for the limited
liability company in the particular matter, and the person
with whom the manager is dealing has knowledge of the fact

that the manager has no such authority.
4. An act of a manager or a member which is not apparently

for the carrying on in the ordinary course the business of the
limited liability company does not bind the limited liability
company unless authorized in accordance with the articles of
organization or an operating agreement, at the time of the

transaction or at any other time.
5. An act of a manager or member in contravention of a

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

Sec. 27. Section 490A.704, Code 1993, is amended to read
as follows:

490A.704 WITHDRAWAL OF MEMBER, '
A member may withdraw from a limited liability company at

the time or upon the happening of events specified in writing

in the articles of organization or an operating agreement. If

the articles of organization or an operating agreement does
not specify in writing the time or the events upon the
happening of which a member may withdraw, a member may
withdraw upon not less than six months’' prior written notice
toc each member at the member’s address on the books of the

-1 3_
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limited liability company. The articles of organization or an
operating agreement may prohibit withdrawal by a member.-

Sec. 28. Section 490A.707, Code 1993, is amended to read
as follows:

490A.7067 LIMITATION OF LIABILITY OF MANAGERS.

The articles of organization may contain a provision
eliminating or limiting the personal liability of a manager to
the limited liability company or to its members or of the
members with whom the management ¢of the limited 1iability
company is vested pursuant to section 490A.702, to the limited
liability company or to its members for monetary damages for
breach of fiduciary duty as a manager or a member with whom
management of the limited liability company is vested, if the
provision does not eliminate or limit the liability of a
manager or a member with whom management of the limited
liability company is vested for any of the following:

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

2. Acts or omissions not in good faith or which involve
intentional misconduct or a knowing violation of law.

3. Transaction from which the manager or member derives an
improper personal benefit or a wrongful distribution in
viclation of section 490A.807.

A provision shall not eliminate or limit the liability of a

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

organization becomes effective.

Sec. 29. Section 490A.1203, subsection 2, paragraph a,
Code 1993, is amended to read as follows:

a. By the unanimeus majority consent of the members of
each limited liability company that is a constituent entity,
unless the articles of organization or an operating agreement
of any such limited liability company provides otherwise.

Sec. 30. Section 490A.1206, subsection 1, unnumbered

—14_




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

Any one or more limited liability companies of this state
may merge with or into one or more foreign limited liability
companies, foreign corporations, or foreign limited
partnerships, or any one or more foreign limited liability
companies, foreign corporations, or foreign limited
partnerships may merge with or into any one or more limited
liability companies of this state, if all of the following
apply:

Sec. 31. Section 490A.1301, subsection 1, Code 1993, is
amended to read as follows:

1. At the time or on the happening of an event specified
in this chapter or in the articles of organization or an
operating agreement to cause dissolution,

Sec. 32. Section 490A.1301, subsection 3, Code 1993, is
amended to read as follows:

3. UYpen Unless otherwise provided in the articles of
organization or an operating agreement, upon the death,
withdrawal, expulsion, bankruptcy, or dissolution of a member
or occurrence of any other event, except assignment of a
membership interest wvoluntarily or by operation of law, that
terminates the continued membership of a member in the limited
liability company, unless the business of the limited
liability company is continued by the umamimeus consent of the
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remaining members in the manner stated in the articles of
organization or an operating agreement or if not so stated, by
the unanimous consent of the remaining members.

Sec. 33. Section 490A.1402, unnumbered paragraph 1, Code
1993, is amended to read as follows:

A foreign limited liability company may apply for a
certificate of regiseératien authority to transact business in
this state by delivering an application to the secretary of
state for filing. An application for registration as a
foreign limited liability company shall set forth all of the
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following:
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Sec. 34. Section 490A.1406, unnumbered paragraph 1, Code
1993, is amended to read as fcllows:

A foreign limited liability company may cancel its
certificate of regiseratien authority by delivering to the
secretary of state for filing a certificate of cancellation
which shall set forth all of the following:

Sec. 35. Section 490A.1407, subsection 2, paragraph b,
Code 1993, is amended to read as follcws:

b. HRolding meetings of the members or managers oOr carrying
on other activities concerning internal ecorperate company
affairs.

Sec. 36. Section 490A.1410, subsection 1, unnumbered
paragraph 1, Code 1993, is amended to read as follows:

The certificate of regiseratien authority of a foreign
limited liability company to transact business in this state
may be revoked by the secretary of state upon the occurrence
of any of the following: '

Sec. 37. Section 490A.1516, Code 1993, is amended to read
as follows:

490A.1516 DISSOLUTION OR LIQUIDATION.

Violation of any provision of this subchapter by a
professional limited liability company or any of its members
or managers shall be cause for its involuntary dissolution, or
liguidation of its assets and business by the district court,
as provided in section 490A.1302. Upon the death of the last
remaining member of a professional limited liability company,
or when the last remaining member is not licensed or ceases to
be licensed to practice a profession in this state which the
professional limited liability company is authorized to
practice, or when any person other than the member of record
becomes entitled to have all membership interests of the last
remaining member of the professional limited liability company
transferred into that person's name or to exercise voting
rights, except as a proxy, with respect to such membership
interests, the professional limited liability company shall

-16-
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not practice any profession and it shall be promptly . '
disscolved. Bowever, if prior to dissolution all cutstanding
membership interests of the professional limited liability

‘company are acquired by eme 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.

EXPLANATION

This bill provides that limited liability companies may own
and lease agricultural land to the same extent as
corporations. The bill also authorizes a limited liability
company to indemnify a member or manager, that unless
specified in the articles of organization, every member of a
limited liability company is an agent of the company, that the
articles of organization may limit or eliminate the liability , ;
not only of managers, but members who have been given .
management duties, and that the articles of organization or
operating agreement may provide for the manner in which the
limited liability company may continue in operation following
the departure of a member.

In addition, the bill corrects several technical errors,
provides that certain decisions affecting a limited liability
company can be made by majority vote of the members instead of
unanimous consent, and provides that the articles of
organization or an operating agreement may prohibit the
withdrawal of a member from a limited liability company.

,.l
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HOUSE FILE 2327

AN ACT
RELATING 0 LIMITED LIABILITY COMPANIES.

BE 1T ENACTEDC BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 9H.1, subsection 1, unnumbered
patagraph 1, Code 1993, is amended to read as {ollows:

"Actively engaged in facming" means that a natural petson
#ho is a shareholder and an officer, director or employee of
the corporation or who i3 a member or_manager of the limited
1iability company either:

2. Section 9H.1, Code 1993, is amended by adding the
following new subsection: '

HEW SUBSECTION. 3JA. "Authorized limited liabilitvy
company” means a limited liability company other than a €amily
farm limited liability company founded for the purpose of
tarming and the ownership of agricultural land in which all of
the following apply:

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

b. The members are all natural persons or pecsons acting
in a fiduciary capacity for the benefit of natural persons or
nonprofit corporations,

Sec. 3. Section 9H.l, subsection S, Code 199131, is amended
to read as follows:

5. Phe-kerm-Ypeneficint "Beneficial 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, limited
liability company, or trust, or directly or indirectly through
two ot more such entities. In addition, the term bencficial
ownership shall include interests held by all nonresident
allen individuals if the nonresident alien individuals in the
aggregate directly or Indirectly hold or acquire twenty-five
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percent or more of the pactnetship, limited pactnership,
corporationl_}gﬂiigq_};ggilisxngpppégyL or trust.

Sec. 4. Section 9H.1, Code 1993, is amended Ly adding the
following pew subsection:

NEW SUBSECTION. 8A. “Family farm limited liability
company” means a limited liability company which meets all of
the following conditicns:

a. The limited liabillty company is founded for the
purpose of farming and the ownership ¢f agricultural land in
which the majority of the members are persons related to each
other as spouse, parent, grandparent, lineal ascendants of
grandpatents ot their spouses and other lineal descendants of
the grandparents or their apouses, or persons acting in a
Eiduciary capacity for persons so related.

b. All of the members of the limited liability company ate
natural persons or persons acting in a fiduciary capacity for
the benefit of natural persons or family trusts,

c. Sixty percent of the gross revenues of the limited
liability company over the last consecutjve three-year period
comes from farming.

Sec. S5, Section 9H.2, unnumbecred paragraph 1, Code 1993,
is amended to read as follows:

In order to preserve free and private enterprise, prevent
monopoly, and protect consumers, it is unlawfyl {or any
processor of heef or pork or limited pattnership in which a
processor holds partnership shares as a general partner or
partnership shares as a Yimited partner, or limited }iability
company in which a processor is a member, to owin, control or
operate a feedlot in lowa in which hogs or cattle are fed for
slaughter., 1In addition, a processor shall not directly or
indirectly control the manufacturing, processing, or
preparation for sale of pork products derived from swine it
the processor contracted for the care and feeding of the swine
in this state, However, this section does not apply to a
cooperative association organized under chapter 497, 498, or
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4949, if the cooperative agsceiaticn contracts tor the care and
feeding of awine with a member of the cooperative association
who is actively engaged in farming. This section does not
apply to an association organized as a cooperative in which
anothet cooperative association organized under chaptec 497,
498, or 499 is a memhecr, if the associatlon contracty with a
member which i3 a cooperative association organized under
chapter 497, 498, or 499, which conttacts for the care and
feeding of swine with a member of the cooperative who is
actively enqaged in farming. This section shall not preclude
a processor, or limited partnecrship, or limited liabllity
company from contcacting Eor the purchase of hogs or cattle,
provided that where the contract sets a date for delivery
which ig more than twenty days after the making of the
contract it shall:

Sec. 6. Section 9H.2, subsection 2, Code 1993, is amended
to read a3 follows:

2. Specify the month for the delivery, and shall allow the
farmer to set the week for the delivery within such month and
the processor, & limited partnership, or limited liability
company to set the date for dellvery within such week., This
section shall not prevent processocrs or educational
institutions from cacrying on legitimate reseatch,
educational, or demonstrat{on activities, nor shall it prevent
processors from owning and ¢perating facilities to provide
normal cate and feeding of animals for a periced not to exceed
tent days immediately prior to slauvghter, or for & longer
period in an emergency. Any processor or limited pavtnership
which owns, controls, or operates a feedlot on ARugust 15, 1976
shall have until July ), 1985% to dispose of the propecty.

Sec. 7. Section 9H.4, unnunbered paragraph 1, Code 1993,
is amended to read as (ollows: .

No A corporation, limited liability company, or trust,
other tham a famlly €arm cocporation, authorized Facrm
corporation, family farm )icited Llability company, authorized
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limited liability company, family trust, authorized trust or
testamentary trust shall mok, either dicrectly or indirectly,
acquice or otherwise obtain or lease any aqricultural land in
this state. However, the reatricrions provided in this
section shall not apply to the following:

Sec. 8. Section 9H.4, subsection 2, paragraph a, Ccde
1993, is amended to read as follows:

a. Reseacch and exparirental acltivities are undertaken on
the agricultural land and commercial sales of products
ptoduced from farming the agricultuzal land do not occur or
are jncidental to the research or experimental purposes of the
corporation or limited liabillty company. Commercial sales
are incidental to the research or cxperimental purpogses of the
corporation or limited liability company when such sales are
less than twenty-five percent of the gross sales of the
peimary product of the research,

Sec. 9., Section 9H4.4, subsection 2, paragraph c, Code
1993, is amended to read as followa:r

c. The agricultural land is used by a corporation, ot
limited liability company, including any trade or business
which is under comron conteol, as provided in 25 U.5.C. § 414
for the primary purpose of testing, developing, or producing
animals for gsale cor resale to farmers as breeding stock.
However, after July 1, 1989, to qualify under this paragraph,
the following conditions must be aatisfied:

{1y The corporation or limited liability company must not
hold Lhe agricultural land other than as o lessee¢. The teim
of the lease must be for not more than twelve years. The
corporation or limited liability company shall not renew a
lease. The cocrporation or limited liability company shall not
enter inte a lease under this parvagraph, if the corporation or
limited liability company has ever entered into another lease
under this patragraph "¢, whether ¢t not the lease is in
effect., However, this subparagraph does not apply to «
domestic corporation organized under chapter 504 or 504A.
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(2) A terem 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 the
breeding stock or breeding stock progeny subsequent to the
sale,

(1) The nurmber of acres of agricultural langd held by the

hundted torly acres.,

(4) The corporation or limited liability company must
deliver a copy of the lease to the secretatry of state. The
secrelary of state shall notify the lessee of receipt of the
copy of the lease. However, this subparagraph does not apply
to 2 domestic corporation organized under chapter 504 or S04A.

Culls and test animals may be sold under this paragraph
"e". For a three-year period beginning on the date that the
corporation or limited liability company acquires am interest
in the agricultural land, the gross sales for any year shall
not be greater than five hundred thousand dollars. After the
theec-year period ends, the gross sales for any year shall not
be greater than twenty-€live percent of the gross sales for
that year of the breeding stock, or five hundted thousand
dollars, whichever is lesas.

Sec. 10. Section 94.4, subsection 4, Code 1993, is amended
to read as follows:

9. ngrzculrural land acquired by a corporation er limited

mpany for immediate or potential use in nonfatming

purposes.

Sec. 11. Section 9M.4, subsection %, Code 1993, is amended
to read as follows:

5. Agricultural land acquired by a corporation or_ limited
liabllity company by piocess of law in the collection of
debts, or pursuant to a contract for deed executed prior to
August 15, 1975, ov by any ptucedure Eor the enforcement
lien or claim therewn, whether created by moertgage or
otherwise,
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Sec. 12. Section 9H.4, subsection 8, Code 1993, is amended
to read as follows:

8. A corporation or itas subsidiary organized under chapter
490 or a limited liability company organized under chapter
490A and to which aection 312.8 ig applicable.

Sec, 13. Section 94.4, unnumbered paragraph 2, Code 1993,
is amended to read as follows:

& corporation, limited liability company, or trust, other
than a family farm corporation, authorized farm corporation,
family farm linited liability _company, authorized limited
liability company, Eamily trust, authorized trust or
testamentary trust, violating this section shall be assessed a
civil penalty of not more than twenty-£€lve thousand dollars
and shall divest itself of any land held in violatlon of thisg
section within one year after judgment. The courts of thig
state may prevent and restrain violations of this section
through the issuance of an injunction. The attorney general
Or a county attorney shall institute suits on behalf of the
state to prevent and vestrain violatlons of this section.

Sec. 14. Section 94.5, subsection 1, unnumbered paragraph
1, Code 1993, ia amended to read as follows:

An avthorized Farm corporation, aythorized limited
liability company, or authorized trust ghall not. on or after
July 1, 1987, and a limited partnership other than a family
farm limited partnership shall act, on or after July 1, 19ga,
either directly or indircctly, acquire or otherwise obtain or
lease agricultural land, if the tolal agricultural land either
directly or indirectly owned or leased by the authorized tarm
corporation, gggngggggg_;gglgpq_lyggiiisyhggmgggyL lirdited
partnership, or authorized trust would then exceed aone
thousand five hundred acres.

Sec. 15. Section 9KH.S, subsection 2, Code 1993, 18 amended
to read as follows:

2. A person shall not, after July }, 1988, become a
stockholder of an authocrized farm corporation, a beneficiacy
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pactnership which owns or leases agricultucral land il the
petson is also any of the following:

a. A stockholder of an authorized farm corporation,

b. A beneficiary of an avthorized trust.

c. A limited pactner in a limited partnership which owns
or leases agricultural land.

d. A member of an guthorized limited liability cempany.

However, this subsection shall not apply to limited
partners in a family farm limited pactnership.

Sec, 16. Section 9H4.%, subsection 3, paragraph a, Cede
1993, is amended to read as follows:

a. An authorized farm corporation, awthotized trust,
authorized Jimited liability company. or limited partnership

violating this section shall be assessed a civil penalty of
not more Lhan twenty-€ive thousand dollars and shall divest
itself of any land held in violation of thia section within
one year after judgment. A civil penalty of not more than one
thousand dollars may be imposed on a person who becomes a
stockhelder of an authorized faecm corporation, beneficiary of
an avthorized trust, member of_an authorized limited_liability

company, or limited pactmer in a limited partnership in
violation of thig gection, The person shall divest the
interest held by the person in the corporation, trust, limited

section. The court may determine the method of divesting an
interest held by a person found to be in viclatlion of this
chaptec. A financial gain realized by a pecsen who disposes
of an interest held in vielatien of this chapter shall be
forfeited to the state's general fund. All court costa and

fees shall be paid by the person holding the interest in

violation ©f this chapter.
Sec. 17. Section %H.5A, subsection 2, Code 1993, is
amended by adding the tollowing new paragraph:
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HEA _PARAGRAPH. d. A person whe is a rember, managec, oc
authorized representative of a lamited liability company,
other than a family farm limited liability company, including
an authorized limited liability ccmpany, owning or leasing
agriculttural land or engaged in farming 1n this state.

Sec. 18. Section 9H.5A, subscction 3, Code 1943, is
amended to read as follows:

J. The report shall contain information for the last year
regarding the reporting entity's corporation, limited
partnership, linited 1iability company. or trust, and the
agricultural land owned, leased, or held. Hovever, this
subsection shall not apply to a family farm cotpotation, a
family farm limited partnership, a Ffamily farm limited
liability company, or a family trust. The report shall
contain the following information, if applicable:

a. ¥hether the reporting entity represents a corpocation,

1€
the reporting entity represents a corporation or limited
liability company the repoct shall specify if the corporation
or_limited liability company is foreign or domestic, profit or

1f the reporting entity tepresents
a trust the report shall specify if the trust is an avthorized
trust.

b, The name of Lhe reporting entity and the name and
address of the person supervising the daily operations on the
agricultural land.

¢. The name, address, and citizenship if pot from the
United States, of each shaceholder, limited partnec, member,
or beneficiary of a corporation, trust, limited tiability
company, or limited partnership.

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




House File 327, p. 9

¢. The approximate number of acces of agricultural land
which is owned and operated Ly the corporation, limited
liability company, or limited partnecship; the approximate
number of acres of agricultural land which is leased by the
corporation, limited liability company, limited partnersnip,
or trust as a lessee; the approximate number of acres of
agricultural land which is leased from the corporation,
limited liabilily company, limited partnership. or trust as a
lesyor: and the approximate number of acies of agricultural
land which is held in Fee and operated by a trust.

€. The approximate number of acres of agricultural land
which the corporation, limited liability company, trust, o
limited partnership used for the production of row crops.

3. The appioximate number of livestock, including cattle,
sheep, swine, or poultry, owned, contracted for, ot kept by
the corporation, limited liability company, trust, or limited

partnership, and the approximate number of of fspring produced
Erom the livestock.

Sec. 19. Section 9M.10, Code 1993, is amended to read as
follows:

9H.10 SIGNING REPORTS.

Reports by corporations shall be signed by the president or
other officer or authorized representative. Reports by

limited liability companies_shall be signed by a manager or
other awthorized representative. Reports by limited
partnerships shall be signed by the president or other
authorized representative of the partnership, Rbports by

individuals shall be signed by the individual or an avthorized
representative.

Sec. 20. Section 9H.14, Code 1993, is amended to rcad as
follows:

YH.14 UDUTIES OF SECRETARY OF STATE.

The secretary of state shall notify the attorney genecal
when the secretacy of state has reason to helieve a violation
of this chapter bas occurred. It is the intent of this
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section that information shall be made available to menmbecrs of
the general assembly and appropriate committees of the general
assembly in order to determine the extent of fatrming being
carried out in this state by corporations and other business
entities and the effect of such farming practices upon the
economy of this state. The reports of corporations, limited
liability companies, limited partnerships, trustsa,
contractors, and processors required in this chapter shall be
confidential reports except as to the attorney general for
review and appropriate action when necessary. The secretary
of state shall assisl any committee of the general assembly
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. Section 490A.124, subsection 1, paragraph u, Code
1993, is amended to read as follows:

u. Application for certificate of withdrawail cancellation

R T O T L 1]

Sec. 22. Section 490A.202, Code 1993, is amended by adding
the €cllowing new subsectiom:

NEH SUBSRECTION. 17. a. Except as provided in paragtaph
“d", indemnify an individual made a party to a proceeding
because the individual is or was a member or manager against
tiability incurred in the proceeding if all of the following
apply:

(1} The individual acted in qood faith.

{2} The individual reasonably believed:

(a) 1In the case of conduct in the individual's official
capacity with the limited Llability company, that the
individual's conduct was in the limited liability company's
best interests,

(k) In all other cases, that the individual‘'s conduct was
at least not opposed to the limited liability company's best
interests.
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{3} 1n the case of any criminal proceeding, the individual
had no reasonable cause to believe the individual's conduct
wag unlawful.

b. A member's or manager's conduct with respect to an
employec benefit plan for a purpose the member or ranager
reasonably believed to be in the Interests of the patticipants
in and beneficiaries of the plan is conduct that satisfies the
requirement of paragraph "a", subpacagraph (2). subparagraph
subdivision [b}.

c. The terminakion of a proceeding by judgment, order,
aettlement, conviction, ot upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the
director did not meet the standard of conduct deseribted in
this subsection.

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

(1) In connection with a proceeding by or in the right of
the limited liability company im which the member oc¢ manager
was adjudged liable to the limited liability company.

[2) In connection with any othet proceeding charging
impropet personal bencfit to the member or managet, whether or
not involving action in the member's or manager's official
capacity, in which the member or manager was adjudged liable
on the basis that personal benefit was imptoperly received by
the member or managec.

e. Indemnification permitted under this subsection in
connection with a proceeding by or in Lhe right of the linited
liability company is limited to reasonable expenses incurred
in connecltion with the proceeding.

Sec. 23. Section 490A.701, subsection 2, Code 19931, is
amended to cead as follows:

2. Unless otherwise provided in the articles of
organization or an operating agreement, a nnantmous majorily
vote shall be required to appcove the following matters:
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a. The disscolution and winding up of the limited liability
company .

b. The sale, exchange, lease, rortgage, pledge, ot other
transfet of all or substantially all of the assets of the
limited liability company othet than in_the otrdinary course of
buainess.

. Merger of the limited liability company with another
entity.

dr--An-amendrent-to-the-articies-of-organtration-or
cperating-agreements

Sec. 24. Section 490A.701, Code 1993, is amended by adding
the Ecllowing new subsgection:

HEW SUBSECTION. 3. Unless otherwise provided in the
articles of organization or an operating agrecment, a
upanimous vote shall be reguired to apptove an amendment to
the articles of organization ot operating agreement.

$ec. 25. Section 490A.702, Code 1993, ia amended to tead
ag follows:

490A.702 MANAGEMENT OF LIMITED LIABILITY COMPANY.

1. Unless the acticles of organization or an operating
agreement provides for management of a limited liability
company by a manager o¢ ranagers, management of a limited
liability company shall be vested in its members.

2. Unless gtherwise provided in the articles of

organization and except aa provided in subsection 3, every

pember is an agent_of the limited liability company for the

including, but mnot limited to, the execution in the name ot

the limited liabilaty company of any inslrument, for

affairs of the limited liability company shall bind the

1imited 1iability company, unless the member so acting hag, in
n

fact, no authority to_act for the limited liability company i

the pacticular matter, and the person with whom the member is
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3.
of the limited liability company is vested in a mapager or
mgnagers the following apply:

a. A member. acting solely in the capacity as a member, is

¢

not an agent of the limited liability company.
b. _Every manager is an agent of the limited liability

conpany for the purpose of its business or affaira. The act

of any manager, including,

in the name of the limited liability company of any
insteument, for apparently carrying on in the ordinary course
the business or affairs of the limited liability company shatl

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

with whom the manager is dealing has knowledge of the fact
that the manager has no such authority.

A._An act of a manager ot a member which is not apparently

for the cartying on in_the ordinary coutse of business of the

organization or am operating agreement, at the time of the

transaction ot at any other time,
3. #n act of a manager or_member in contravention of a

company to persons having knowledge of the restriction,

Sec. 26. Section 490A.704, Code 1993, is amended to read
a3 follows:

490A.704 WITHORAWAL OF MEMBER.

A member may withdraw from a limited liability company at

the time or upon the happening of events specified in writing
in the articles of organization or an cperating agreement, If
the articles of organization or an operating agreement does
not specify in writing the time or the events upon the
happening of which a member may withdraw, a membet may
withdraw upen not less than six months' prior written notice
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to each member at the member's addcess on the books of the
limited liability company. The articles of organization or an

Sec. 27. Sectlion 490A.707, Code 1993, is amended to read
as follows:

490A.707 LIMITATION OP LIABILITY OF MAMAGERS.

The articles of organization may contain a provision
eliminating or limiting the personal liability of a manager to
the limited liability company or to its members or of the
members wilh whom Lhe management of the limited liability

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

liability company ocr to_itas members for monetary damages for

breach of fiduciary duty as a mamager or a member with whom
management of the limited lfability company is vested, if the
provision does not eliminate ot limit the liability of a
manager ot a member with whom management of the limited
mpany is vested for any of the following:

l. Breach of the manager's or member’s duty of loyalty to
the limited liability company or to its members,

2. Acls or onissions not in good faith or which involve
intentional misconduct or a knowing violation of law.

3. Transaction from which the manager or memher derives an
improper personal benefit or a wrongful diastribution in
viclation of section 490A.807.

A provision shall not eliminate or iimit the liability of a

liability company is vested for an act or omission QCcurring
prior to the date when the provision in the articles of
organization becomes effective.

Sec. 28. Section 490A,.1203, subsection 2, paragraph a,
Code 1993, is amended to tead as follows:

a. By the snanimous majority consent of the members of
each limited liability company that is a constituent entity,
unless the articles of organization o1 an operating agreement
of any such limited ljability company provides otherwise.
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Sec. 29, Section 490A.1206, subsection 1, unnunbered
paragraph }, Code 1993, is amended to read as follows:

Any cne ot more limited liability companies of this state
may merge with or into one or mote foreign Yimiced liability
corpanies, foreign corporations, or foreign limited
partnerships, or any one or more foreign limited liability
companies, foreign cotrporations, or foreign limited
partaerships may merge with or lnto any one or more linited
liability companics of this state, if all of the following
apply:

Sec. 30, Section 490A.1301, subsection 1, Code 19%3, is
arended to read as follows:

1. At the time or on the happening of an evenl specified
in this chapter or in the articles of organization or an

operating agreement to cause dissclution,

Sec. 31. Section 490A.1301, subsection 3, Code 19913, is
amended to read as follows:

3.
organization or an opecrating agreement, upon the death,

withdrawal, expulsion, bankruptcy, or dissolution of a member
or occutrence of any other event, except assignment of a
membership interest voluntarily or by operation of law, that
tetminates the continued membetship of a member in the limited
liability company, unless the business of the limited
liability company is continued by the unantroums consent of the
remaining members in the mapner stated in the articles of
arganization or_an operating agreement or 1f not so stated, by

Sec. 32. Section 490A.140%, unnumbered paragraph 1, Code
1993, is amended to read as follows:

A foreign kimited liability company may apply for a
certificate of regtstratten guthority to transact business in
this state by delivering an application to the gecretary of
state for filing. An application for registration as a
foreign limited liability company shall set forth all of the
following:
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Sec. 33. Section 490A.1406, unnumbered paragraph 1, Code
1993, is amended to read as follows:

A foreign linited liabilily company may cancel its
certificate of regtsteation authority by delivering to the
secretary of state fot filing a certificate of cancellation
which shall set forth all of the following:

Sec. 34. Section 490A.1407, subsection 2, paragraph b,
Code 1993, is amended to read as follows:

b. Holding meetings of the members or managers ot cacrying
on other activities concerning internal eereporate company
affairs.

Sec. 35. Section 490A.1410, subsection 1, unnumbeted
paragraph 1, Code 1993, is amended to read as follows:

The certificate of regtsteation authority of a foreign
limited liability company to transact business in this state
may be tevoked by the seccetacy of state upon the occurcence
of any of the following:

Sec. )6. Section 4%0A.1%16, Code 1993, is amended to read
as follows:

490A.1516 DISSOLUTION OR LIQUIDATICN.

Violation of any provision of this suhchapter by a
professional limited liability company or any ol its menmbers
or managetrs shall be cause for its involuntary dissolution, or
liguidation of its assets and business by the district court,
as provided in section 490A.1302. 1Upon the death of the last
temaining member of a professional limited llability company,
or when the last remaining member is not licensed our ceases Lo
be licensed to practice a profession in this state which the
protessional limited liability company is authorized to
practice, or when any person other than the member of record
hecomes entitled to have all menbership interests of the last
remaining member of the professional limited liability company
transferred into that person's name ¢r to exercise voting
rights, except as a proxy, with tespect to such membership
interests, the professional limited liability company shall
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not practice any profession and it shall be promptly
dissolved. However, if prior to dissclution all outstanding
membership interests of the professional limited liability
company are acquired by ene two or more persons licensed to
practice a profession in this state which the professicnal
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, 1s repealed.

HARQLD VAN MAANEN
Speaker of the House
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President of the Senate
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