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SUMMARY

The Supreme Court of Nevada addresses the meaning of fair value under Nevada's dissenters' rights
statutes in a shareholder appraisal proceeding arising from a merger. The court adopts a flexible
valuation approach, holds that both the dissenting shareholder and corporation must prove their
respective valuation positions by a preponderance of the evidence, and affirms the district court's $3-
per-share valuation.
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QUESTIONS PRESENTED



1. What methodology and factors may a district court consider when determining the fair value of shares in
a Nevada dissenters' rights appraisal proceeding?

2. Which party bears the burden of proving fair value in a Nevada stockholder dissenters' rights appraisal
action?

3. Whether the district court abused its discretion by determining that the fair value of Cordillera's shares
was $3 per share.

HOLDINGS

1. A district court determining fair value may rely on any valuation technique generally accepted in the
relevant financial community, must consider all relevant factors presented by the parties and any
independent examiner, and must reach a value that is fair and equitable to all parties.

2. Both the dissenting stockholder and the corporation bear the burden of proving their respective valuation
conclusions by a preponderance of the evidence.

3. The district court did not abuse its discretion by determining that Cordillera's shares had a fair value of
$3 per share.

KEY QUOTATIONS

“Accordingly, we adopt Delaware's approach in determining fair value of a dissenting stockholder's shares of
stock. As such, in a stockholder's right-to-dissent appraisal action, both the dissenting stockholder and the
corporation have the burden of proving their respective valuation conclusions by a preponderance of the
evidence in the district court.” (252 P.3d at 667)

“Final responsibility for determining fair value, however, lies with the court, which must make its own
independent value determination.” (252 P.3d at 667)

“Like other Model Business Corporation Act states, we conclude that, in determining "fair value, the trial
court may rely on proof of value by any technique that is generally accepted in the relevant financial
community and should consider all relevant factors, but the value must be fair and equitable to all parties."”
(252 P.3d at 666-67)

FACTUAL BACKGROUND

Cordillera purchased 583,334 shares of American Ethanol Series B convertible preferred stock for $3 per share.
American Ethanol later merged with AE Biofuels, and Cordillera exercised its statutory dissenters' rights. The
corporation offered $0.15 per share based on book value, while Cordillera sought $3 per share based principally
on SEC documents and the original offering price. After a trial, the district court found that the preponderance of
the evidence supported a $3-per-share fair-value determination.

PROCEDURAL HISTORY

Cordillera notified American Ethanol of its intent to dissent from a merger and demanded payment for its shares.
After a jury found that Cordillera's demand was timely, the district court conducted a trial on fair value, rejected
the corporation's book-value theory, and entered judgment for Cordillera based on a $3-per-share valuation.



American Ethanol and AE Biofuels appealed, arguing that the district court abused its discretion because
Cordillera failed to meet its burden of proof.

DISPOSITION

affirmed
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