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Act relating to the determination of fair value of the shares 

of dissenting shareholders of a bank or bank holding company. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. al97 
1 Section 1. Section 490.1330, Code 1999, is amended by 

2 adding the following new subsection: 

3 NEW SUBSECTION. 6. Notwithstanding the provisions of this 

4 division, if the corporation is a bank holding company as 

5 defined in section 524.1801, fair value, at the election of 

6 the bank holding company, may be determined as provided in 

7 section 524.1406, subsection 3, prior to giving notice under 

8 section 490.1320 or 490.1322. The fair value as determined 

9 shall be included in any notice under section 490.1320 or 

10 490.1322, and section 490.1328 shall not apply. 

11 Sec. 2. Section 490.1301, subsection 4, Code 1999, is 

12 amended to read as follows: 

13 4. "Fair value", with respect to a dissenter's shares, 

14 means the value of the shares immediately before the 

15 effectuation of the corporate action to which the dissenter 

16 objects, excluding any appreciation or depreciation in 

17 anticipation of the corporate action unless exclusion would be 

18 inequitable. With respect to a dissenter's shares that are 

19 the shares of a corporation that is a bank holding company as 

20 defined in section 524.1801, the factors identified in section 

21 524.1406, subsection 3, paragraph "a", shall also be 

22 considered. 

23 Sec. 3. Section 524.1406, subsection 3, Code Supplement 

24 1999, is amended to read as follows: 

25 3. a. Notwithstanding any contrary provision in chapter 

26 490, division XIII, in determining the fair value of the 

27 shareholder's shares tl"oe~-tnis-~eetion of a bank organized 

28 under this chapter or a bank holding company as defined in 

29 section 524.1801 in a transaction or event in which the 

30 shareholder is entitled to the rights and remedies of a 

31 dissenting shareholder, due consideration shall be given to 

32 valuation i~~tle~-aek"owie0geo-ano-atltno~izeo-by-tne-fnterna± 

33 Re~e"tle-eOoe,-a~-oe~i"eo-in-~eetio"-4~~.3 factors recognized 

34 for federal and estate tax purposes, including discounts for 

35 minority interests and discounts for lack of marketability. 
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S.F. H.F. 2197 
1 However, any payment made to dissenting shareholders under 

2 section 490.1325 shall be in an amount not less than the 

3 stockholders' equity in the bank disclosed in its last 

4 statement of condition filed under section 524.220 or the 

5 total equity capital of the bank holding company disclosed in 

6 the most recent report filed by the bank holding company with 

7 the board of governors of the federal reserve system, divided 

8 by the number of shares outstanding. 

9 b. Prior to giving notice of a meeting at which a 

10 shareholder of a bank organized under this chapter or a bank 

11 holding company as defined in section 524.1801 would be 

12 entitled to e~~er~-di~~en~eri~-ri9"~~,-e-b~n~ the rights and 

13 remedies of a dissenting shareholder, such bank or bank 

14 holding company may seek a declaratory judgment to establish 

15 the fair value for purposes of section 490.1301, subsection 4, 

16 of shares held by such shareholders w"e-wo~id-"e¥e-e-ri9"~-~e 

17 di~~en~. Another cause of action or a counterclaim shall not 

18 be joined with such a declaratory action. A declaratory 

19 judgment shall be filed in the county where the ben~i~ 

20 principal place of business of the bank or bank holding 

21 company is located. The court shall appoint an attorney to 

22 represent minority shareholders. All shareholders of the bank 

23 or bank holding company shall be served with notice of the 

24 action and be advised of the name, address, and telephone 

25 number of the attorney appointed to represent minority 

26 ~"are"oider-in~ere~~~ shareholders. The attorney appointed to 

27 represent minority shareholders shall select an appraiser to 

28 give an opinion of the fair value of such shares. The bank or 

29 bank holding company may select an appraiser to give an 

30 opinion on the fair value and-~"e-ettorney-~"aii-~eie~~-eft 

31 epprei~er-~o-9i¥e-en-opinion-oft-fa±r-¥ai~e of the shares of 

32 the bank or bank holding company. Any Shareholder may 

33 participate individually and present evidence of the fair 

34 value of such shareholder's shares. All court costs, 

35 appraiser's fees, and the fees and expenses of the attorney 
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S.F. H.F. dl91 , 

1 appointed to represent the minority shareholders shall be 

2 assessed against the bank or the bank holding company. A 

3 judgment in the action shall not determine fair value for a 

4 share to be less than the stockholders' equity in the bank 

5 disclosed in its last statement of condition filed under 

6 section 524.220 or the total equity capital of the bank 

7 holding company disclosed in the most recent report filed by 

8 the bank holding company with the board of governors of the 

9 federal reserve system, divided by the number of shares 

10 outstanding. A final judgment in the action shall establish 

11 fair value for the purposes of chapter 490, division XIII and 

12 shall be disclosed to the shareholders in the notice to 

13 shareholders of the meeting to approve the transaction that 

14 gives rise to dissenters' rights. If the proposed transaction 

15 is approved by the shareholders, upon consummation of the 

16 proposed transaction the fair value so established shall be 

17 paid to etl-~hereholder~ each shareholder entitled to payment 

18 for ~he±r the shareholder's shares upon receipt of such 

19 ~hereholder~~ shareholder's share certificates. 

20 EXPLANATION 

21 This bill provides for the determination of value of the 

22 shares of a dissenting shareholder of a bank holding company. 

23 The procedure for determining such fair value is similar to 

24 the procedure for the determination of the value of the shares 

25 of a dissenting shareholder of a bank organized under Code 

26 chapter 524. 

27 The bill provides that any payment made to dissenting 

28 shareholders under Code section 490.1325 shall be in an amount 

29 not less than the stockholders' equity in the bank disclosed 

30 in its last statement of condition filed under Code section 

31 524.220 or the total equity capital of the bank holding 

32 company disclosed in the most recent report filed by the bank 

33 holding company with the board of governors of the federal 

34 reserve system, divided by the number of shares outstanding_ 

35 The bill provides in determining the fair value of the 
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1 shares of a bank holding company under Code chapter 490, the 

2 factors identified under Code section 524.1406 must be 

3 considered. The bill also provides that a corporation that is 

4 a bank holding company may elect to have the fair value of the 

5 bank holding company's shares determined under Code section 

6 524.1406, notwithstanding the provisions of Code chapter 490, 

7 relating to corporations. 
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HOUSE ?::::'E 2197"-" 

.:~J': ACT 

~ELATING :-C :::':is DE":'ERM:NAT:ON OF ?AIR VALUE OF ':::'EE SHARES 

OF DISSENT=NG SFJffiEHOL~ERS O~ A BANK OR BANK HOLDING COMPANY. 

3£ IT ENAC=E~ BY THE GENERAL ASSEMBLY OF ~HE STATE OF rOWA: 

Sectior_ ~. Section 490.1330, Code 1999. is amended by 
adding the following new subsection: 

NEW SUBS=CTION. 6. NotwithStanding the provisions of this 

division, ~: the corporat~on is a bank holding company as 

defined in section 524.1801, fair value, at the election of 

the bank holding company, may be determined as provided in 

section 524.:~06, subsection 3, prior to giving notice under 

section 490.:320 or 490.1322. ~he fair value as determined 

shall be inc:uded in any notice under section 490.:320 or 

490.1322, and section 490.1328 shall not apply. 

Sec. 2. Section 490.1301, sUDsection 4, Code 1999, :s 
amended to read as follows: 

4. "Fair value", with respect to a dissenter's shares, 

means the value of the shares immediately before the 

e~fectuation of the corporace ac~ion to which the dissente" 

objects, excluding any appreciation or depreciation in 

anticipaticn of the corporate action un~ess exclusion would be 

• • 
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i~equi:able. With resoect ~c a d:sse~ter's shares that are 

::-.C: 3t:a!'~s of a r;or:x)ra.tion ::.ha:.: ~s a ;)ar.k ho"<-di!1q cornoan~ 

defined in section 524.130~, t~e factors i~en:ifie~ in section 

524.1406, subsection 3, oaracranh "a", shal: also be 
cor:~_i..ered. 

Sec. 3. Section 524.1406, s~Dsection 3, Code Supplement 
1999, is amended to read as follows: 

3. a. Notwithstanding any contrary provision in ohapter 

490, division XIII, in determining the fair value of the 

s~areholder's shares tlftder-~h~~-~eet±on of a bank organized 

under this chapter or a 8a~k ~oldinq company as defined in 

section 524.'801 in a transaction or even: in which the 

Shareholder is entit:ed to the riahts and remedies of a 

dissenting shareholder. due consideration sha!l be given to 

valuation ±~~tle~-~e~now±e6ged-8fte-atl~~Or±~ed-by-ehe-!n~erna± 

Reventle-e~deT-a~-de~±ned-~n-~eet±en_4~~.3 :actors recognized 

for federa' and estate tax ourooses, including discounts for 

minority interests and discounts for lack ~f ~arketability. 
However. any oayment made to dissenting share~olders under 

section 490.1325 shall be in an amount no~ less than the 

st~ckho:ders' equity in the bank disclosed in its last 

s~atemen= of condition :iled under section 524.220 or the 

rotal equity capital of the ':lank holdina copmany disclosed in 

t~e nost recent report fi:ed by the bank ho:ding comoany with 

t~e board of governors of ~~e federal reserve sys:em, divided 
bv the number of shares Outstandina. 

b. Prier to giving notice of a ~eeting at which a 

shareholder of a bank oroanized under this chapter or a bank 

~oldina c~~oanv as defined in section 524.1801 would be 

entitled to a~~ert-d±~~e~~er~~-r±~h~~T-a-oa~~ t~e riohts and 

!e~edies of a dissenting shareholder, such bank or Dank 

~o1ding company may seek a declarat~ry judgment to establiSh 

the fair value for purposes of section 490.1301, subsection 4, 

of shares held by such sharehOlders who-wo~id-have-a-r±ght-te 
d~~~e~~. Another cause of action or a counterclaim shal: "ot 
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House ?ile 2137, p" 3 

be joir.e~ ~ith suc~ a declara~ory act~on" A declaratory 

.;'ldgmer." ;:-:all oe filed ir. ':~e coun,,'l ;..;he!"e ~he b!!ll'!"-'-~ 

p~:nc~?a~ ~~ace of busl~ess of the ~a~~ C~ ba~~ ~old~ 

comnar.v ~s ~ocated" The cour~ shall appoint an attorney co 

represer.~ T.inority shareholde!"s. All shareholders of the hank 

or bank -:G::'d~nG cO'llDany shall he s,:,,, 'led ",i:oh notice of the 

act iO!l 2;;'C. be adv:' sed of the i:ame, address, and telephone 

numbe~ 0= ~he dLtorney a9po:~ted ~o ~eprese~t rrinority 

sne~erie~d~r-±n~e~e~~s snareho-ders. 7he at~or~ev appci~=ed to 

reDrese~~ ~:ncr:ty 5harehclde~3 sha:: select ar. aooraise= :0 

Give an ~p::lion of the ::a:r vaLle of s'lch shares. The bank ':)r 

bank hc::'d~no comoany may selec~ an appraoser to give an 

opinion C:l the fair value ~I'!o-t~e-a~~orl'!ey-~he~~-~e~eet-el'! 
appra~~e~-~o-9±Ve-!!Ift-op±n±on-oft-~!!I±~_v!!l~~e of the shares of 

the bank or bank holdi no corr,nanl' Any shareholder may 

participate indi~idually and present evidence of the fair 

value of SJch shareholder's shares. All court costs, 

appraise~'s fees, and the fees and expenses of che attorney 

appointed to represent the minoritv Shareholders shall be 

assessed against the bank or :he bank holding company. A 

judgmen~ in the action shal: not determine fair value for a 

share to be less than the stockholders' equity in the bank 

disclosed in its last statement of condition filed under 

section 524.220 or :he ~ota: eguitv capital of the bank 

holdino company disclosed in the mes: recent ,epor: :i"ed by 

t:he bank ~oldin9 comoanv with che beard of aoverncrs of ~he 
federa! ~eserve system, divided by the number of sha:es 

o~tstanding. A final judgment in the action shall estab:ish 

fair va':'ue for the purposes of chapter 490, division x::::: and 

shall be disclosed to the sharene:ders cn the nctice :0 

shareholders of the meeting to approve the transaction ~hat 
gives rose to dissenters' rights. if tr.e proposed transaction 

is ap;:rc·,,7ed ~y t.he shar-eho:de!'s I ".lpon conS~:-!lmat ion of ::he 

P~GPcsed ~~ansac~io~ the =a~r val~e so es~ab:~shed sha:: be 

paid tc !!I~~-~~e~e~o~oe~~ eac~ sharehclde!" entitled to pay~e~t 

• • 
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:cr ~~e~~ :ne shareholder's sha!"es upon receipt of such 

~~~~e~e=ders~ s~areholder;s s~a~e cer~if:cates. 
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