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S.F. H.F. 

1 Section 1. Section 524.1406, Code 1999, is amended by 

2 adding the following new subsection: 

3 NEW SUBSECTION. 3. a. Notwithstanding any contrary 

4 provision in chapter 490, division XIII, in determining the 

5 fair value of the shareholder's shares under this section, due 

6 consideration shall be given to valuation issues acknowledged 

7 and authorized by the Internal Revenue Code, as defined in 

8 section 422.3, including discounts for minority interests and 

9 discounts for lack of marketability. 

10 b. If, prior to giving notice of a meeting at which a 

11 shareholder would be entitled to assert dissenter's rights, a 

12 bank may seek a declaratory judgment to establish the fair 

13 value for purposes of section 490.1301, subsection 4, of 

14 shares held by shareholders who would have a right to dissent. 

15 Another cause of action or a counterclaim shall not be joined 

16 with such a declaratory action. A declaratory judgment shall 

17 be filed in the county where the bank's principal place of 

18 business is located. The court shall appoint an attorney to 

19 represent minority shareholders. All shareholders of the bank 

20 shall be served with notice of the action and be advised of 

21 the name, address, and telephone number of the attorney 

22 appointed to represent minority shareholder interests. The 

23 bank shall select an appraiser to give an opinion on fair 

24 value and the attorney shall select an appraiser to give an 

25 opinion on fair value. Any shareholder may participate 

26 individually and present evidence of the fair value of such 

27 shareholder's shares. All court costs, appraiser's fees, and 

28 the fees and expenses of the attorney shall be assessed 

29 against the bank. A final judgment in the action shall 

30 establish fair value for the purposes of chapter 490, division 

:~l XIII and shall be disclosed to the shareholders in the n0tice 

32 to shareholders of the meeting to approve the transaction that 

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

34 is approved by the shareholders, upon consummation of the 

35 proposed transaction the fair value so established shall be 
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1 paid to all dissenting shareholders upon receipt of such 

2 shareholders' share certificates. 

3 I EXPLANATION 

4 This bill relates to the determination of fair value of a 

5 dissenting shareholder's shares in a state or national bank 

6 which is a party to a merger. The bill provides that in 

7 determining the fair value of the shareholder's shares, due 

8 consideration must be 9iven to valuation issues acknowledged 

9 and authorized by the Internal Revenue Code, as defined in 

10 Code section 422.3, including discounts for minority interests 

11 and discounts for lack of marketability. 

12 The bill provides that if, prior to giving notice of a 

13 meeting at which a shareholder would be entitled to assert 

14 dissenter's rights, a bank determines to establish the fair 

15 value of shares held by shareholders who would have a right to 

16 dissent, the bank may seek a declaratory judgment to establish 

17 such fair value. The court is to appoint an attorney to 

18 represent minority shareholders and all shareholders of the 

L9 bank shall be served with notice of the proceeding and be 

20 advised of the name, address, and phone number of the attorney 

21 appointed to represent minority shareholder interests. The 

22 bank shall select an appraiser to give an opinion on fair 

23 value and the attorney shall select an appraiser to give an 

24 dpinion on the fair value. Any shareholder may participate 

25 individually and present evidence of the fair value of such 

26 shareholder's shares. All court costs, appraiser's fees, and 

27 the fees and expenses of the attorney shall be assessed 

28 against the bank. If the proposed transaction is approved by 

29 the shareholders, then upon consummation of the proposed 

30 transaction, the fair value so established is to be paid to 

31 all dissenting shareholders upon receipt of such shareholder's 

32 share certificates. 

33 

34 

35 
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HOUSE FILE 445 
H-I066 

1 Amend House File 445 as follows: 
2 1. Page 2, by inserting after line 2 the 
3 following: 
4 "c. Notwithstanding the manner of determining fair 
5 value under this subsection, the fair value determined 
6 shall not be less than the book value of such shares." 

i8-1066 FILED MARCH 
-u/~~ 
I ;-11- (j r (p ~3V 

10, 1999 

80USE FILE 

By WISE of Lee 
RANTS of Woodbury 

445 
: H-I073 

1 Amend House File 445 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

1. Page 1, line 23, by striking ~he word "shall" 
and inserting the following: "may". 

2. Page 1, line 29, by inserting after the word 
"bank." the following: "A judgment in the action 
shall not determine fair value for a share to be less 
than the stockholders· equity in the bank in its last 
statement of condition filed under section 524.220 
divided by the number of shares outstanding." 

3. Page 2, by striking lines 1 and 2 and 
inserting the following: "paid to all shareholders 
entitled to payment for their shares upon receipt of 
such shareholders· share certificates." 

By WISE of Lee 
H-1073 FILED MARCH 10, 1999 

~_~7 p. ~3c:J 
~ HOUSE FILE 445 

8-1055 
1 Amend House File 445 as follows: 
2 1. Page 1, line 3, by striking the letter "a." 
3 2. By striking page 1, line 10, through page 2, 
4 line 2. 

8-1055 FILED MARCH 9, 1999 
~ 3-/1-99 

( ;Q h3U HOUSE FILE 
8-1056 

By WEIGEL of Chickasaw 

445 

1 Amend House File 445 as follows: 
2 1. By striking page 1, line 31, through page 2, 
3 line 2, and inserting the following: "XIII and shall 
4 be disclosed to the shareholders. If the bank seeks a 
5 declaratory judgment pursuant to this subsection, the 
6 bank shall complete the proposed transaction. 1I 

8-1056 FILED MARCH 9, 1999 

&a.;l~ d2/~ 
vi 3/1/;71 0~3V 

By WEIGEL of Chickasaw 
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S.F. H.F. 

1 Section 1. Section 524.1406, Code 1999, is amended by 

2 adding the following new subsection: 

3 NEW SUBSECTION. 3. a. Notwithstanding any contrary 

4 provision in chapter 490, division XIII, in determining the 

5 fair value of the shareholder's shares under this section, due 

6 consideration shall be given to valuation issues acknowledged. 

7 and authorized by the Internal Revenue Code, as defined in 

8 section 422.3, including discounts for minority interests and 

9 discounts for lack of marketability. 

10 b. If, prior to giving notice of a meeting at which a 

11 shareholder would be entitled to assert dissenter's rights, a 

12 bank may seek a declaratory judgment to establish the fair 

13 value for purposes of section 490.1301, subsection 4, of 

14 shares held by shareholders who would have a right to dissent. 

15 Another cause of action or a counterclaim shall not be joined 

16 with such a declaratory action. A declaratory judgment shall 

17 be filed in the county where the bank's principal place of 

18 business is located. The court shall appoint an attorney to 

19 represent minority shareholders. All shareholders of the bank 

20 shall be served with notice of the action and be advised of 

21 the name, address, and telephone number of the attorney 

22 appointed to represent minority shareholder interests. The 

23 bank may select an appraiser to give an opInIon on fair value 

24 and the attorney shall select an appraiser to give an opinion 

25 on fair value. Any shareholder may participate individually 

26 and present evidence of the fair value of such shareholder's 

27 shares. All court costs, appraiser's fees, and the fees and 

28 expenses of the attorney shall be assessed against the bank. 

29 A judgment in the action shall not determine fair value for a 

30 share to be less than the stockholjers' ,equity in the bank in 

31 its last statement of condition filed under section 524.220 

32 divided by the number of shares outstanding. A final judgment 

33 in the action shall establish fair value for the purposes of 

34 chapter 490, division XIII and shall be disclosed to the 

35 Shareholders in the notice to shareholders of the meeting to 
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1 approve the transaction that gives rise to dissenters' rights. 

2 If the proposed transaction is approved by the shareholders, 

3 upon consummation of the proposed transaction the fair value 

4 so established shall be paid to all shareholders entitled to 

5 payment for their shares upon receipt of such shareholders' 

6 share certificates. 
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HOOSE FILE 445 

AN ACT 

~E:A~:NG ro THE ~IGHTS OF A DISSEN~ING SHAREHOLDER OF A STATE 

BMJK. 

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

Section 1. Section 524.1406, Code 1999, is amended by 

ddd:~g the following new subsection: 

~EW !>UBSECTION. 3. d. :-Iotwithstanding any contrary 

provis~on in chapter 490, division XIII. in determining the 

fair value of the shareholder's shares under this section, due 

cor.sideration sh~ll be given to va~uation issues acknowledged 

and author:zed by the Internal Revenue Code, as defined in 

section 422.3, including discounts for minority interests and 

1:scounts for lack of marketability. 

b. If. prior to giving notice of a meeting at which a 

shareholder wou:d be encit!ed ~o assert dissenter's rights, a 

ban~ ~~y seek a declaratory jungment to establ~sh the fair 

va:~e for ?urposes of section 490.1301, subsection 4, of 

shares held by shareholders who would have a right to dissent. 

Ar.other cause of action or a counterclaim shall not be joined 

with such a dec:ara:ory action. A declaratory judgment shall 

be fi!ed in the county where the bank's principal place of 

business is located. The ccurt shall appoint an attorney to 

represent minority sharehclders, AI: shareholders of the bank 

shal: be served with notice of :~e ac:io~ and be advised of 

the ~a.'lle. address, and telephone number of the attcrney 

appointed to represent minority shareholder interests. The 

-Jd:1:< :r.ay select an appraiser to give an opinion on fair value 

and :~e attorney shall select an appra:ser to give an opinion 

on fa:r 'lalue. Any shareholder oay participate indi'~:'dually 

and present e'lidence of the :air value of such sharehclder's 

shares. All court costs, appraiser's :ees. and the fees and 

ex~e~ses of the attorney shac~ De assessed aga:~st the bank. 

A :udg:r.ent in the action sha:l not determine :a:r val'Je for a 

30use File 445, p. 2 

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

its :ast statement of condition E:':ed under section 524.220 

divided by the numbe~ of shares outstanding. A final judgment 

in the action shall establish fair value for the purposes of 

chapter 490, division XIIl and shall be disclosed to the 

shareholders in the notice to shareholders cf the meeting to 

approve the transaction that gives rise to dissenters' rights. 

If the proposed transaction is approved by the shareholders, 

upon consumrr,ation of the proposed transaction the fair value 

so established shall be paid to all shareholders entitled to 

payment for their shares upon receipt of such shareholders' 
share certificates. 

RON J. CORBETT 

Speaker of the House 

MARY E. KRAMER 

President of the Senate 
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