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A BILL FOR 
1 An Act relating to business corporations. 

2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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SENATE FILE 238 

H-4207 
1 ~~end Senate File 238, as passed by the Senate 
2 as follows: 
3 1. Page 2, by inserting after line 4 the following: 
4 "Sec. Section four hundred ninety-six A point 
5 forty-four-Tll96A.44l, Code 1977, is amended by adding 
6 tl1.e following neH unnu;:~bered paragraph.: 
7 NEW UNNU~tBERED PARAGRAPH. The persons l.,ho serve 
8 as directors ~~d officers of a corporation shall be 
9 joL•tly a•d severally liable as guarantors for all 

10 debt3 of the corporation or portions thereof which 
11 mature during ~~e first year after the corporation 
12 co~~ences business; provided ~~at the liability of 
13 a oerson lvho serves as a director or officer shall 
14 be.lL~ited to ~~ose debts which are incurred while 
15 the person holds office. Solely for purposes of this 
16 paragraph, a corporation does not cow~ence business 
17 until ~~e date it begi~s the regular and continuous 
18 transaction of ~~e b~siness for which the corporatic~ 
19 is fomed." 
20 2. Ey renumbering sections of the bill. 
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, .. 
S.F. ~)'6 H.l'. 

1 Section 1. Section four hundred ninety-six A point two 

2 (49GA.2), subsection fourteen (1ij), Code 1')77, is amended 

3 to read as follows: 

4 14. ".<onadmitted organization" means any corporation, 

5 bank, trust company, mutual savings bank, savings and loan 

6 association, national banking association or insurance company 

7 which is organized under tfie-iaw5-e~-aftethe~ laws other tha, 

8 the laws of this state and which is not entitled under this 

9 chapter to procure a certificate of authority to transact 

10 business in this state. 

l1 Sec. 2. Section four hundred ninety-six A point thirty-

12 two (496A. 32), unnumbcred paragraph three (3), Code 1977, 

13 is amended to read as follows: 

14 llei i:hcr treasury s;,ares nor7-tlfl-le55-tfie-e.-t:i:e%es-e~-±ft-

15 eeie"!"e.-at.:i:en-et.he.-w:i:5e-pie"e.r:i:de7 shares held by another 

16 corporation if a majority of the shares entitled to vote for 

17 ti>e election of directors of such other cor;>oration is held 

18 ny the corporation, s:-.all ne voted at any meeting or counted 

19 ~n determining the total number of outstanding shares at any 

20 given time. 

21 Sec. 3. Section four hundred ninety-six A point thirty-

22 two (ij96A.32), Code 1977, is amended by striking unnumbered 

2 3 paragraph eleven ( 11) • 

24 Sec. 4. Section four hundred ninety-six A point thirty-

25 seven (496A.37), Code 1977, is amended to read as follow3: 

2 6 49 6A. 3 7 VACANCIES. l:lnless-et.ite.-w-i:se-~e.,.:i:eled-:i:n-tfie 

2 7 a.-t:i:e%es-e£-:i:nee1!1:'ei"et:i:en-el"-the-by±awt:~ 7-atty Any vacancy 

28 occuring in the board of directors ~~d-any-e~~ee~e~srt~p-~e 

29 de-f:i:~~ed-By-.-eHse~-e~-an-:i:~e.-ease-±~-tfie-numbe1"-ef-di~eeto~~ 

30 may be filled by the affirmative vote of a majority of the 

31 remai:oing directors trten-:i:n-effiee7 -even-'i:-£ though less than 

32 a quorum of the board of directors. l:ln~e5s-etfie.-w~5e-~evided 

33 :i:n-tfie-a1C"tie%e5-ef-:i:nee~~e~et:i:en-e~-~fie-by~aws7-e A director 

3L, 5e elected to fill a vacancy shall be elected for the unexpirad 

35 term of his or her predecessor in office e.--tl\e-ftd:±-tei"lll 
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s.F. 231' li.F. 

• 1 ei'-,tteh-new-di~eet"'"'""tp. Anv directors:liJL_to be filled O'/ 

2 reason of an increase in the number of c.lirectors may be filled 

3 by tiv: board of directors for a term of office continuing 

4 only until thA next election of directors by the s~areholdcrs. 

5 Sec. 5. T~is Act is ef!'ect.ive January 1, 1978. 

6 EXPLA:-<ATION 

7 1. Section 1 of the bill is a technical amendment di-

8 rected at clarifying the status of national ban~s which are 

9 :10t organized under the laws of any of ti1e states, but arc 

10 federally chartered. 

11 2. The present law permits the articles of incorpora-

12 tion of a corporation to provide that treasury s~ares and 

13 shares held by its majority ovmed subsidiary may be voted 

14 on matters presented to the share!10lders of the parent 

15 corporation. Section 2 of the bill would eliminate this 

16 provision. 

17 3. under the prese:1t law the articles of incot';ooration 

• 18 r:1ay contai:1 a provision which limits or denies t~e right of 

19 a s~areholder to vote by proxy. Section 3 of this bill 

20 eliminates this provision. 

21 4. Section 4 ru~ends the wording of section 496A.37 to 

22 conform to the Model B<.~siness Corporation Act. 
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• 
AU ACi' 

R::Ll\';HIG TO t~:J:;liJESS CORPOAATIO~S. 

SE~.\'J'E Fl ::;: 2.38 

t\E IT I:;t,\C:TJW !3\' 1'11!:: Gf:NHRAL ASSP.M:JLY OF 'l'HY. S1',\1'E QP IOU!\: 

Section 1, 5'-.!Cti.nn I. our hundrt.:d nin(!ty-six A p:>int tuo 

(~~Jt,,\,2), :;n;.;:w•:tion fouo·tt~C!n (1.:.1), Cod~ 1977, .i<:~ cl • .'lll .. :nded 

to rt~td .:1~ fo 11 OW-'i: 

14. "Honadmilled orqanizati.on" mt~ans uny corpor;'ltion, 

tl<1nk., t:t"tl~>t (;;)lfl{lAI\y, m11t.ual saving::> ;.,~nk, !J.AVings c'"tnd lo,"\n 

a~socintior., national harU.inq associ.::~~tion or .LnStlr<ulct~ corl'.parly 

1-1h i ch b o rg.:.m.i zed under the- iawa-ef-efte-t.he!' !_ay~ .. <?l~-2-~_tha~' 

the L."tws of Lois 3tatc at\d W"hich is not: o.mtit:lcd under this 

.::i1apt:et· to procure a cet·tificate of authority to trans<~ct 

bu:•ino::os i~ U1ifl st.at.c. 

Sec. 2. St)Ction four hundred ninety-six A point thirty

tw:? ("9GA. 32), unnu;nLored p.\raqrap."'l three {3), Code 1977, 

.1s i:Uttondo..l to road as foll<Y..;st 

Noither treasury shares norT-aft~e~~-the-~~t~e~~~-ef-~ft

e,rpere.ti"ft-e~he<tw~~e-prevideT shares held by anothor: 

00rporat:ion if cl majority of the s;oarcs cnt:.itlc•J to vote for 

L•~ election of dir'...!cton; of such oU\er corporation i$ held 

by t.lv~ corporation, shall !Jc voted <tt. any mc(~tinq or countc<l 

.1n dctcrmi.ninoJ tho total nu:"nhcr of outstandin9 share:-; ,\l any 

'1 ivan t:.imo. 

Soc. :i, S!'JctLon four hundred ninety-six A point til.irty

two (1496,\. 32}, CoJe 1977 1 is at-:lended b;• :>tri:~inq ·JntlUtl\.htHtd 

;><tragntph elavon ( 1 1•. 

sec. ll, Section four hunt}r!'ld ninots-six A point thicty

seven (1196,\,:!.7), Code 1977, is aro.ono.~od to l'(!c"l:l as follo1.·!!: 

Q(j6ll.. 37 Vt\CAOC Il!S. H"ie~e-~t.he<t,i!'te-p-M.,id:eti- ~t\-t.h~ 

e.r+.te-ie~ -(")~-'inee2'p~rtt.t.teort- Ot'-the-hy~ewe.,-efty :\C!...:L vac;'lncy 

O(.;cur.i:lo.J in t.ho3 boarJ. of :~irectors N"t<!i-a.o'ty-ei~~ee+.t'l,.~i'!-tro-~'" 

"e- fi .;,-til"\ d. -ey- t'f\ft ~en-(")t- an-i fte t'e&f'>e- 'in -t.lte -rntJ•ftbe !':'- ~f -d. -i: 't't':<o:~~~'!'! 

rr-""'Y he fi.l\.c-d by the af.!:irrn.H.iVi.! Vo)tC ot a ln3jo)::lt)' f)( th>.J 

• • 
Son~t~ file 23B, P. 2 

re:n_<~_.i_r~ dire:::t:or:. ~fteft-tft-oft;.~-e;..,-e..,eft--if th~u_2!~ i·~3:; than 

;1 q~1orum r)i t:u) bo.-1nl of :llre<.:lors. i::lft~t'!~-t'lt:io\@t"Wt!'I~-!'!"O'fi~~e. 

i:rt- tke-t\'t'~-~eies-ef-if'le"t"rt'lrftt:1:t'!ft-~"H"- ~he-hyl-'flw,...,- ft ~ 0 i rae t.o r 

!le cl<::=t:.od ~~-fil!__i!_y&c_~,~ r:lMll be elect ... ~d fo:: chc l.:lt~xpirf!d 

tern of hi!; ~)_f. }~':!:t: pndncesso1· in office er-t~-~o:ti+-t:~'fl"' 

.,f -:•nlek- !'lew- eH. reet:or~i'l. tr. ~~!_i_!~~ t:?. ~!!~~_E_U!.!...! £.~-~

F£iH>p_fL of an incrA.as~_l_!!._ the _nulflbc_r~ <!i C.£C:..': .. 2.E.~~~ ll'!~ 
by the bo_c~r:_d __ £_t;__.!-~£1.!C_!.~~ for <1 te rsn of off icc conti_!!_'-!.~ .• n~ 

o_nly until tho ncx_t; __ e}yc:t~i~~-q!_~r::c_,.:.t.?.:!:_!~ by tho shareholJc_~...:_ 

5f>..c, ~,. Thiu Act is cffcctivo ,'J,lnuar't' 1, 1973. 
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