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An Act relating to corporate takeovers and providing penalties.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

CPB-16191 12/72




3923
36 15 Lavsmal

XX N O bW N

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Section 1. LEGISLATIVE INTENT.

1. FINDINGS. The general assembly finds that corporate
takeovers, particularly hostile takeovers: ,

a. Exaggerate the tendency of many businesses to focus on
short-term performance to the detriment of such long-term
societal interests as increased research and development,‘im—
proved productivity, and the modernization of physical plant
and employee capabilities.

b. Are often inconsistent with the economic interests of
shareholders. ‘

c. In many instances threaten the - -jobs and careers of Iowa
citizens and undermine the ethical fcundations of companies,
as when ijs are eliminated and career commitments to
employees are breached or ignored. .

d. Often result in plant closings or consolidations that
damage communities dependent on the jobs and taxes provided by
these plants.

e. Not infrequently wipe out long-standing customer sup-
plier relationships and the stability and continuity which
these relationships provide throughout society. .

f. Frequently tie up billions of dollars of scarce capital
that could be more effectively applied. _

g. All too often stifle, and ultimately destroy, the
entrepreneurial, innovative spirit of creative individuais in
independent firms.

h. Are usually conducted in an atmosphere and pursuant to
laws that do not provide a reasonable opportunity for affected
parties to make informed decisions.

2. PURPOSE. The purpose of chapter 502A created under
this Act is to: ‘

a. Assure that the impacts of corporate takeovers on all
affected constituencies are identified and disclosed prior to
the consummation of these transactions.

b. Provide to shareholders both necessary information and

the opportunity to thus cast fully informed votes on any
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takeover transactions,

¢. Encgurage reasoned decision making by assuring equal
financiral treatmeni cf all shareholders similarly situated at
the time any Lakeover attempt is Initiated.

Sec. 2. Section 496A.2, Code 1985, is amended by adding
the followlng new subsections:

NEW SUBSECTION. 15. M"Acquiring person" means a person

that 1s reguired to deliver an information statement under
seciion 49£A.74A.
NEw SUBSECTION. 16. "Control share acquisition" means an

acquisition of shares of an issuing public corporation re-
sulting in beneficial ownership by an acquiring person of a
new range of voting power specified in section 496A.74A,
subsection 2, paragraph "d", but does not include any of the
following:

a. An acquisition before, or pursuant to an agreement en-
tered into before, the effective date of this Act.

b. An acquisition by a donee pursuant to an inter vivos
gift not made to avoid section 496A.74A or by a distributee as
defined in section 633.3.

c. An acquisiltion pursuant to a security agreement not
created to avoid section 4S6A.74A.

d. An acquisition under sections 496A.68 through 496A.74,
if the issuing public corporation is a party to the transac-
tion.

€. An acquisition from the issuing public corporation.

NEW SUBSECTICN. 17. "Issuing public corporation" means a

corporation with at least fifty shareholders and having its
principal place of business or substantial assets located in
this state.

Sec. 3. NFEW SECTION., 496A.28A SOLICITATION FOR PROXY IN
CONTROL SHARE ACQUISITIONS.

Notwithstanding any contrary provision of this chapter, a

proxy reilating to a meeting of shareholders required under
section 496A.74A, subsection 3, shall be solicited separately

-2-
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from the offer to purchase or solicitation cf an offer to sell
shares of the issuing public corporation and shall nct be
solicited sooner than thirty days before the meeting unless
otherwise agreed in writing by the acquiring person and the
issuing public corporation.

Sec. 4. NEW SECTION. 495A.74A CONTROL SHARE ACQUISI-
TIONS.

1. AUTHORIZATION IN ARTICLES,

a. Unless otherwise expres provided in the articles of

sly
an 1issuilng pudlic corpcration, this section applies tec a
control share acquisition,

. All shares acquired by an acquiring person in violation
of subsection 4 shall be denied voting rights for one year
after acquisition, the shares shall be nontransferable on the
books of the corporation for one year after acquisition and
the corporation, during the one-year period, has the option to
call the shares for redemption either at the price at which
the shares were acquired or at book value per share as of the
last day of the fiscal quarter ended pricr to the date of the
zall for redemption. Such a redemption shall occur on the
dale set in the call notice but not later than sixty days
after the call notice is given.-

2. 1INFORMATION STATEMENT. A perscn proposing to make a
control share acquisition shall deliver to the issuing public
corporation at its principal executive office an information
statement containing all of the fellowing:

2. The identity of the person.

b. A reference that the statement is made under this sec-
tion.

c. The number of shares of the issuing public corporation
beneficially owned by the person.

d. A specification of which of the following ranges of
voting power in the election of directors would result from
consumnaticr of the control share acguisitlion:

{i1) Ao least tern percent put less than twenty percent.

_3_




[V o T « I N« N S N " S

[

R R R R L = — T R = =
[an B o R ¢ s I . ¥ B - N PV S

[ LS T S B S N AW}
a0 N

3SR S
AN

W b N
Lo BV I+ N |

L W W
FCO VR S

L)
9,

S.F. _é/:;{fwh“

(2) At least twenty percent but less than thirty peocon
(3) At least thirty percent but less than focriy parcea..
(4) At least forty percent but less thar a majoriiy.

(5) At least a majority.

e. The terms of the proposed control share acguisiiion,
including, but not limited to, the source of funds cv otnor
consideration and the material terms of the finaaclial & .o
menis for the contrel share acquisition, any plans or Doo-
posals of the acquiring person tc liquidate the issuing Duwlil
corporation, to sell all or substantially ail: o0 1:tg z28s0id.
or merge it or exchange its shares with any otner persos, D

change the location of its principal exscutive office cr of

1

material portion of its business activities, to change na-
terially its management or policies of employment. Lo z:isv
materially 1its relationship with suppliers or customere oF .o&
communities in which it operates, or make any other maisuvia’
change in its business, corporate structure, managemeni or
personnel, and other information which would atfect fhe
decision of a shareholder with respect to voting cn the
proposed contrcl share acguisition.

3. MEETING OF SHAREHQUDERS., Within [ive qays oL.07
ceipt of an information statement pursuant to subsection 7.

special meeting of the sharenholders of the issu.ng public

N

28 0

[OR
cerporation shall be called pursuant to section 4S6A.

vote on the proposed control share acquisiiioan. Th

shall be held no later than fifty~-tive days afisr reos
the information statement, unless the acquiring person agreon
to a later date, and no soconer than thirty days alter rzaeing
of the information statement, 1f the acquiring oerson o
requests in writing when delivering the information zial e
The notice of the meeting shall at a minimum be accoopan:od Ly

a copy of the information statement and a statems=nt disclosi o
that the isguing public company recommends accenlLa e i,
expresses no opinion and is remaining neutr a2l Lowavd, < i

unable to take a position with respecl co ¢ propos=ad

_4_
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shaie acquisition. The notice of meeting shall be given ‘
within twenty-five days after receipt of the information
statement. , ; _ Lo
4, CONSUMMATION OF CONTROL SHARE ACQUISITION. The ac-
quiring person may consummate the proposed control share ac-
quisition if and only if both of the following occur:
a.  The proposed control share acquisition is approved by
the affirmative vote of the holders of a majority of the

W O N s W N

voting pdwer of all shares entitled to vote which are not

=
(@]

beneficially owned -by the acquiring person. A class or series

'_l
=

of shares of the corporation is entitled to vote as a class or

[
N

series if any provision of the control share acquisition

=
w

would, if contained in a proposed amendment to the articles,

(=
>

entitle the class or series to vote as a class or series.

[
w

b. The proposed control share acquisition is consummated

—
o)}

within one hundred eighty days after shareholder approval.
- Sec. 5. Section 502.601, subsection 1, Code 1985, is ‘
amended to read as follows:

o=
o ®

1. This chapter and chapter 502A shall be administered by

N
o

the commissioner of insurance of the state of Iowa. The

N
p—t

administrator shall appoint a deputy administrator who shall

N
3]

be exempt from the merit system provided for in chapter 19A,

N
w

The deputy administrator shaii-be is the principal operations

N
[+

officer of the securities department and shati-be is

[y®]
(8]

responsible to the administrator for the routine
administration of the this chapter, chapter 502A, and the

N
N

N
~

management of the securities department. In the absence of

N
[0 0]

the administrator, whether because of vacancy in the office,

N
O

by reason of absence, physical disability or other cause, the
deputy administrator shall be the acting administrator and

w w
[ aal =]

shall, for the time being, have and exercise the authority

9%}
N

conferred upon the administrator. The administrator may by Ny

w
w

order from time to time delegate to the deputy administrator
any or all of the functions assigned to the administrator in ‘
this chapter and chapter 502A., The administrator shall employ

w
(=N

w
-
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officers, attorneys, accountants, and other employees as shatil
be needed for the administration of the this chapter and
chapter 502A.

Sec. 6. NEW SECTION. 502A.1 DEFINITIONS.

As used in this chapter, unless the context otherwise re-

quires:

1. An "affiliate" of, or a person "affiliated" with, a
specified person means as defined in section 502.102.

2. "Associate" of a person means any person acting jointly
or in concert with such person for the purpose of acquiring,
holding or disposing of, or exercising any voting rights
attached to the equity securities of an issuer.

3. "Commissioner" means the commissioner of insurance or
the deputy appointed under section 502.601.

4. "Equity security”" means as defined under section
502.102,

5. "Offeror" means a person who makes or in any way
participates in making a takeover offer. Offeror does not
include a bank or broker-dealer loaning funds to an offeror in
the ordinary course of its business, or a bank, broker-dealer,
attorney, accountant, consultant, employee, or other person
furnishing information or advice to or performing ministerial
duties for an offeror, and not otherwise participating in the
takeover offer.

6. "Offeree" means the beneficial owner, residing in Iowa,
of equity securities which an offeror offers to acquire in
connection with a takeover offer.

7. a. "Takeover offer" means the offer to acquire any
eguity securities of a target company from a resident of this
state pursuant to a tender offer or request or invitation for
tenders, if after the acquisition of all securities acquired
pursuant to the offer either of the following would occur:

{1) The offeror would be directly or indirectly a bene-
ficial owner of more than ten percent of any class of the out-

standing equity securities of the target company.

-6~
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{2) The beneficial ownership by the offeror of any class
of the outstanding equity securities of the target company
would be increased by more than five percent.

Subparagraph (2) does not apply if after the acquisition of
all securities acquired pursuant to the offer, the offeror
would not be directly or indirectly a beneficial owner of more
than ten percent of any class of the outstanding equity
securities of the target company.

b. Taxkeover offer does not include:

{1} An offer to exchange the securities of one issuer for
the securities of another issuer, if the offer is registered
under chapter 502.

(2) &n offer in connection with the acquisition of a
security which, together with all other acquisitions by the
offeror of securities of the same class of equity securities
of the issuer, would not result in the offeror having acquired
mcre than two percent of this class during the preceding
twelve-month period,

{3} Ar offer by the issuer to acquire its own equity
securitiecs,

{4) An offer in which the target company 1s an insurance
company subject to regulation by the commissioner, a financial
institution regulated by the commissioner, or a public utility
subject to regulation by the Iowa state commerce commissior.

8. "Target company" means an issuer of publicly traded
equity securities which has at least twenty percent of its
equlty securities beneficially held by residents of this state
and has substantial assets in this state. For the purposes of
this chapter, an equity security is publicly traded if a
trading market exists for the security at the time the offeror
makes a takeover offer for the security. A trading market
exists 1f the security is traded on a national securities
exchange, whether or not registered pursuant to the Securities
Exchange Act of 1934, or the over-the-counter market.

9. "Beneficial owner" includes, but is not limited to, a

_7_




W Ny e Ww N

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. QZéjHF

person who directly or indirectly through any contract,
arrangement, understanding, relationship, or otherwise has or
shares the power to vote or direct the voting of a security or
the power to dispose of, or direct the disposition of, the
security. "Beneficial ownership" includes, but is not limited
to, the right, exercisable within sixty days, to acquire
securities through the exercise of options, warrants, or
rights or the conversion of convertible securities, or
otherwise. The securities subject to these options, warrants,
rights, or conversion privileges held by a person shall be
deemed to be outstanding for the purpose of computing the
percentage of outstanding securities of the class owned by
this person, but shall not be deemed to be outstanding for the
purpose of computing the percentage of the class owned by any
other person. A person shall be deemed the beneficial owner
of securities beneficially owned by any relative or spouse or
relative of the spouse residing in the home of this person,
any trust or estate in which this person owns ten percent or
more of the total beneficial interest or serves as trustee or
executor, any corporation or entity in which this person owns
ten percent or more of the equity, and any affiliate or
associate of this person. o

Sec. 7. NEW SECTION. 502A.2 REGISTRATION OF TAKEOVER
OFFERS.

1. It is unlawful for a person to make a takeover offer or
to acquire any equity securities pursuant to the offer, unless
the offer is effective under this chapter. A takeover offer
is effective when the offeror files with the commissioner a
registration statement containing the information prescribed
in subsection 6. The offeror shall deliver a copy of the
registration statement by certified mail to the target company
at its principal office and publicly disclose the material
terms of the proposed offer, not later than the date of filing
of the registration statement. Public disclosure requires, at

a minimum, that a copy of the registration statement be

_8_.
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supplied to all breker-dealers ma:ntaliniry an silice In this

state currently quoting the security.

2. The registration statement shall bte filed on forms
prescribed by the commissioner, and shall be accempanied by a
consent by the offeror to service of process and the filing
fee specified in section 502A.8, and shall contaln the fol-
lowing information and such additional information as the
commissioner by rule prescribes:

a. All of the information specified in subsection 6.

b. Two coplies of all solicitation materials intended to be
used 1n the takeover offer in the form proposed to be
published or sent or delivered to offerees.

c. If the offeror is other than a natural person, informa-
tion concerning its organization and operations, including the
year, form and jurisdiction of its organization, a description
of each class of equity security and long-term debt, a de-
scription of the business conducted by the offeror and its
subsidiaries and any material changes in the business during
the past three years, a description of the location and
character of the principal properties of the offeror and its
subsidiaries, a description of any material pending legal or
administrative proceedings in which the offeror or any of its
subsidiaries is a party, the names of all directors and
executive officers of the offeror and their material business
activities and affiliations during the past three years, and
financial statements of the offeror in a form and for a period
of time as the commissioner by rule prescribes.

d. If the offeror is a natural person, information con-
cerning the person's ldentity and background, including busi-
ness activities and affiliations during the past three years,
and a description of any material pending legal or administra-
tive proceedings in which the offeror is a party.

3. Registration is not deemed approval by the commissioner
and any representation to the contrary is unlawful.

4. Within three calendar days of the date of filing of the

-0
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registration statement, the commissioner may by order sum-
marily suspend the effectiveness of the takeover offer if the
commissioner determines that the registration statement does
not contain all of the information specified in subsection 6
or that the takeover offer materials provided to offerees do
not provide full disclosure to offerees of all material in-
formation concerning the takeover offer. The suspension shall
remain in effect only until the determination following a
hearing held pursuant to subsection 5.

5. A hearing shall be scheduled by the commissioner with
respect to each suspension under this -section and shall be
held within ten calendar days of the date of the suspension.
Chapter 17A does not apply to the hearing. The commissioner's
determination made following the hearing shall be made within
three calendar days after the hearing has been completed but
not more than sixteen calendar days after the date of the
suspension. The commissioner may prescribe different time
limits than those specified in this subdivision by rule or
order. If, based upon the hearing, the commissioner finds
that the takeover offer fails to provide for full and fair
disclosure to offerees of all material information concerning
the offer, or that the takeover offer is in material violation
of any provision of this chapter, the commissioner shall
permanently suspend the effectiveness of the takeover offer,
subject to the right of the offeror to correct disclosure and
other deficiencies identified by the commissioner and to
reinstitute the takeover offer by filing a new or amended
registration statement pursuant to this section.

6. The form required to be filed by subsection 2, para-
graph "a", shall contain the following information and
additional information the commissioner by rule prescribes:

a. The identity and background of all persons on whose
behalf the acquisition of any equity security of the issuer
has been or is to be affected.

b. The source and amount of funds or other consideration

-10-
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used or to be used in acquiring any equity security,
including, if applicable, a statement describing any
securities which are being offered in exchange for the equity
securities of the issuer, and if any part of the acquisition
price is or will be represented by borrowed funds or other
consideration, a description of the material terms of any
financing arrangements and the names of the parties from whom
the funds were borrowed.

c. If the purpose of the acquisition is to gain control of
the target company, a statement of any plans or proposals
which the person has, upon gaining control, to liquidate the
issuer, sell its assets, effect its merger or consolidation,
change the location of its principal executive office or of a
material portion of its business activities, change its

management or policies of employment, materially alter its

relationship with suppliers or customers or the communities in-

which it operates, or make any other major change in its
business, corporate structure, management or personnel, and
other information which would affect the shareholders'
evaluation of the acquisition.

d. The number of shares or units of any equity security oZ
the issuer owned beneficially by the person and any affiliate
or associate of the person, together with the name and address
of each affiliate or associate.

e. The material terms of any contract, arrangement, or
understanding with any other person with respect to the equity
securities of the issuer whereby the person filing the state-
ment has or will acquire any interest in additional equity
securities of the issuer, or is or will be obligated to trans-
fer any interest in the equity securities to another.

Sec. 8. NEW SECTION. 502A.3 FILING OF SOLICITATION MA-
TERIALS.

Copies of all advertisements, circulars, letters or other
materials published by the offeror or the target company,

soliciting or requesting the acceptance or rejection of the

-11-

T




(]

R ~N N e woN

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. QZSIH.F.

takeover offer, shall be filed with the commissicner and sent
to the target company or offeror, respectively, not later than
the time copies of the solicitation materials are first pub-
lished or used or sent to offerees. The commissioner may
prohibit the use of any solicitation materials the
commissioner deems false or misleading.

Sec., 9. NEW SECTION. S02A.4 FRAUDULENT PRACTICES.

It is unlawful for an offeror or target company or a

controlling person of an cfferor or target company or a
broker-dealer acting on behalf of an offeror or target company
to engage in a fraudulent practice in connection with a
takeover offer. Fraudulent practice includes any of the fol-
lowing:

1. The publication or use in connection with the offer of
a false statement of a material fact or the omission to state
a material fact necessary to make the statements made not
misleading.

2. The sale by any controlling shareholders of a target
company of any of their equity securities to the offeror for a
consideration greater than that to be paid other stockholders
pursuant to the offer or the purchase of any of the securities
of a controlling shareholder of the target company by the
offeror for a consideration greater than that to be paid other
shareholders, pursuant to an agreement not disclosed to the
other shareholders.

3. The refusal by a target company to permit an offeror
who is a stockholder of record to examine its list of stock-
holders, and to make extracts from the list, pursuant to the
applicable corporation statutes, for the purpose of making a
takeover offer in compliance with this chapter, or in lieu
thereof, the refusal to mail any solicitation materials
published by the offeror to its security holders with
reasonable promptness after receipt from the offeror of the
materials together with the reasonable expenses of postage and

handling.

-12-




X~ h N bW e

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. éthF

4, The seglicitation of an offeree for acceptance or re-
jection of a takeover offer or acqguisiticn of an equity
security pursuant to a takeover offer before the takeover
offer 1s effective under this chapter or while the offer is
suspended under this chapter.

Sec. 10. NEW SECTION. 502A.5 LIMITATIONS ON OFFEROQRS.

1. An offeror shall not make a takeover offer which is not

made to stockholders in this state on substantially the same
terms as the offer is made to stockholders outside this state.

2. An offeror shall provide that any equity securities of
a target company deposited or tendered pursuant to a takeover
offer may be withdrawn by or on behalf of an offeree at any
time within seven days from the date the offer has become
effective under this chapter and after sixty days from the
date the offer has become effective under this chapter, except
as the commissioner otherwise prescribes by rule or order for
the protection of investors.

3. If an offeror makes a takeover offer for less than all
the outstanding equity securities of any class, and if the
number of securities deposited or tendered pursuant to the
offer within ten days after the offer has become effective
under this chapter and copies of the offer, or notice of any
increase in the consideration offered, are first published or
sent or given to security holders is greater than the number
the offeror has offered to accept and pay for, the securities
shall be accepted pro rata, disregarding fractions, according
to the number of securities deposited or tendered by each
offeree.

4. If an offeror varies the terms of a takeover offer be-
fore its expiration date by increasing the consideration of-
fered to security holders, the offeror shall pay the increased
consideration for all egquity securities accepted, whether the
securities have been accepted by the offeror before or after
the variation in the terms of the offer.

5. An offeror shall not make a takeover offer or acguire

..l 3_
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any equity securities in +thig state purscant to the takeover
offer, at any time when a proceeding by the commissicner is
pending against the offeror ailecing & violation of any provi-
sion of this chapter cr chapter 502.

6. An offercr shall not acquire, remove ©r exercise con-
trol, directliy cr indirectly, over any target company assets
located in this state pursuant to a takeover offer at any time
when a proceeding by the commissioner is pending against the
offercr alleging a violation of any provision of this chapter
or chapter 502.

7. An offercor shall not acquire from a resident of this
state in any manner any eguity securities of any class of a
target company at any time within two years following the last
purchase of securities pursuant to a takeover offer with
respect to that class, including, but not limited to,
acguisitions made by purchase, exchange, merger,
consclidation, partial or complete liquidation, redemption,
reverse stock split, recapitalization, reorganization or any
other similar transaction, unless the holders of the equity
securities are afforded, at the time of the acquisition, a
reasonable opportunity to dispose of the securities to the
offeror upon substantially equivalent terms as those provided
in the earlier takeover offer.

Sec. 11. NEW SECTION. 502A.6 ADMINISTRATION, RULES AND
ORDERS.

1. In administering this chapter, the commissioner may
exercise all powers granted to the commissioner under chapter
502, which are not inconsistent with this chapter.

2. The commissioner may adopt rules pursuant to chapter
1758 as necessary to carry out the purposes of this chapter,
including rules defining terms used in this chapter.

3. The commissioner may by rule or order exempt from any
provision of this chapter a proposed takeover offer or a
category or type of takeover offer which the commissioner

determines does not have the purpose or effect of changing or

_14_
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influencing the control of a target company or if the
commissioner determines that compliance with this chapter is
not necessary for the protection of the offerees, and the
commissioner may similarly exempt any persons from the
requirement of filing statements under this chapter.

Sec. 12. NEW SECTION. 502A.7 FEES.

The commission shall charge a filing fee of two hundred

fifty deollars for a registration statement filed by an offeror

O 0O J O 0 s W N -

under this chapter.
Sec. 13. NEW SECTION. 502A.8 INJUNCTIONS.

If it appears to the commissioner that any person,

=
o

-
N

including a controlling person of an offeror or target company

~
w

has engaged or is about to engage in an act or practice con-

[
1~

stituting a violation of this chapter or a rule or order is-

=
Ut

sued pursuant to this chapter, the commissioner may issue and

[
(=)

cause to be served upon the person an order requiring the

—
~

person to cease and desist, and the commissioner may bring an

bt
o]

action in the district court of the appropriate county to

it
O

enjoin the act or practice and to enforce compliance with this

N
(=]

chapter or a rule or order issued pursuant to this chapter, or

N
(-

the commissioner may refer the matter to the attorney general

N
N

or the county attorney of the appropriate county. Upon a

38}
w

proper showing, the court may grant a permanent or temporary

N
N

injunction or restraining order and may order rescission of

N
wn

any sales or purchases of securities determined to be unlawful

N
[#)]

under this chapter or a rule or order issued pursuant to this

N
~

chapter. The court shall not require the commissioner to post
a bond.

N
o2}

Sec. 14. NEW SECTION. G502A.9 PENALTIES ~- STATUTE OF
LIMITATIONS.

N
[Ye]

w W
= O

1. A person, including a controlling person of an offeror

W
N

or target company, who violates a provision of this chapter or

W
w

a rule adopted pursuant to this chapter, or an order of the

W
ey

commissioner of which this person has notice, is guilty of a

w
(€]

felony for which the person may be fined not more than twenty-

..15..
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five thousand dollars or imprisoned not more than five vears,
cr both. However, violations of section 502A.4 are subject to
the penalties provided for fraudulent practices under chapter
714. Each of the acts specified constitute a separate offense
and a prosecution or conviction for any one of ithe oftfenses
does not bar prosecution or conviction for any other offense.
An indictment or information shail not be reiurned [or a
violation of this chapter more than six years after the
alleged viclation.

2. The commissioner may refer evidence avaliiable
concerning violations of this chapter or of a rule cr order
adopted pursuant to this chapter to the aiiorney general orv
the county attorney of the appropriate county who may, wiih or
without any reference, institute the appropriate criminal
proceedings under this chapter. 1f referred to a county at-
torney, the county attorney shall within ninety days file with
the commissioner a statement concerning action taken or, if nc
action has been taken, the reasons for taking no acticn.

3. This chapter does not limit the power of the state to
punish a person for conduct which constitutes a crime under
ary other statute.

4. All shares acquired from an Iowa resident in vioiaticn
of a provision of this chapter or a rule adopted pursuant o
this chapter, or an order of the commissioner of which the
person has notice, shall be denied voting rights for one vear
after acquisition, the shares shall be nontransferable o3 ihw
books of the target company for one year after acquisition and
the target company, during this one-year period, has the
option to call the shares for redemption either at the price
at which the shares were acquired or at bcok value per sharve
as of the last day of the fiscal quarter ended prior to the
date of the call for redemption. Such a redemption shall
occur on the date set in the call nectice but not later than
sixty days after the call notice is given.

Sec. 15. NEW SECTION. 502A.10 Clv:L LIABILTTIES.
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L. AR obfercr who purchoses a sozurity in conrectlon with
a takeover offco in violazion of this chagprer is liable to the
peracn selling the cecuarity o the cfferor whd may sue either
law or Ir eguity.  Inoan action for rescission the seller

is entitled no recaver the zecurity, plus any income recelved

(%]

e purchaser on the securisy, non bendoer f th
by the purchaser on the ¢ rivy, upon tender of the
consideration received, Tender reguires only nocice of

willingness Yo pay the amount specified in exchange for the

'

security., Notice may be glven by service as in clvil actions

or by certified mall =0 the .ast xrown address of the person

iiable. Darniages are ihe excess f eicher the value of the

security on the date of purchas its present value,
a

lue of the considera-

e
whilchever 15 qreater, over the present v

[

Lion roceived for the security.

2. Every person who directly or Indirectly controls a

er gubscction 1, every partner, ptincipal

execuslve officer ¢cr <ilcector of such a person, every person
occupying a simliar statug or perfermino simiiar functions,
every empioyee of such a person wno materially aids in the act
or transaction constituting the violation, and every proker-
dealer or agent who materially aids in the act or transaction
constituiing the violation, is also liable jointly and
severally with and to the sane extent as the person, unless
the person whe would ctherwise be liapie proves that the
perscon ¢1d not know, and in the exciclise of reasonable care
could not have known, of the existence of the facts by reason
of which the liablility is alleged te exist. Contribution is
available as in cases of contract among the several persons so
liable.

3. An action shall not be maintained under this section
uniess commenced before tne expiration of three years after
the act or transaclion consiltuting ihe violation cr the
expiration of one year after the discovery of the facts
constituting the violation, whichever explres first,

4. 'the rights and remedies under this chapter are in addi-

._.17..
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tion to any other rights or remedles that exist at law or in
eguity.

Sec. 16. NEW SZCTION., S02A.11 APPLICATION OF CORPORATE
TARKEOVER LAW,

This chapter does not apply if the target company 1is a
public utility, public utiiity hoiding compary, national
banking association, bank holding company or savings and loan
association subject to regulation by a federal agency and the
takeover of the company is subject to approval by that agency.

Sec. 17. NEW SECTION. 502A.12 APPLICATION OF SECURITIES
LAW.

All of the prcvisions of chapter 502 which are not in con-
flict with this chapter apoly to a takeover offer involving a
target company in this state.

EXPLANATION

This biil incorporates many of the provisions of Minnesota
corporate takeover law as amended in 1984, The bill creates
chapter 502A and provides that the administration of the chap-
ter rests with the commissioner of insurance. The bill de-
clares it unlawful for a person to make a takeover offer or to
acquire any equity securities pursuant to the offer unless the
offer is effective under chapter 502A. The takeover offer is
effective when the offeror files with the commissioner of
insurance a registration statement containing information re-
quired under chapter 502A.

The commissioner of insurance may suspend the effectiveness
of the takeover offer 1f the commissioner determines that the
registration statement does not contain all of the specified
information or that the takeover offer materials provided to
offerees do not provide full disclosure to offerees of all
materlial information concerning the takeover offer.

The ccrmmissioner may by rule or order exempt any provision
of chapter 5027 for a proposed takeover offer which the
commissiconer determines does not have the purpose or effect of

changing or influencing the control of a target company oOr

_18_
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where the commissioner determines that compliance is not
necessary for the protection of the offerees.

A person who violates a provision of chapter 502A or any
rele or order of the commission is gquilty of a felony for
which the person may be fined not more than $25,000 or im-
priscrment for not more than five years, or both. However, if
the person commits a fraudulent practice as defined in the
bill the penalties of chapter 714 apply.

This bill creates and internally cites new sections
496A.28A, 496A.74A, and 502A.1 through 502A.12.

LSB 15635 71
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SENATE FILE 475

Amend Senate File 475 as follows:

-

i. By s

clause and inserting the following:

"Sechtion
1985, is amended

Section 502.102,
read as follows:

xing everything after the enacting

subsection 11, Code

11, "Securities Act of 1933", "Securities Exchange
Act of 1934", "pPublic Utillty Holding Company Act of
193s5", “Investment Company Act of 1%40",
Revenue Ccde of 1954" and "Agricultural Marketing Act"
mean the federal statutes of those names;-gs-amended

before-danaary-1;-1976.
Section S502.:02,

Sec. 2.

subsections 14,

"Internal

15, 16

and 17, Ccce 1985, are amended by striking the
subsections and inserting the foilcowing:

14, For the purpcses of sections 502.211 through
$502.218, unless the context otherwise requires:

a. '"Associate" means a person acting jointly or in
concert with another for the purpose of acquiring,
holding or disposing of, or exercising any voting
rights attached to the equity securities of a target

company.

b. "Equity security"” means any stock or similar
security, and includes the following:
(1) Any security convertible, with or without

consideration,

into a stock or similar security.

(2) Any warrant or right to subscribe to or
purchase a stock of similar security.
(3) Any security carrying a warrant or right to
subscribe to or purchase a stock or similar security.
(4) Any other security which the administrator

deems to be of a similar nature and considers
necessary or appropriate, according to rules

prescribed by the administrator for the public
interest and protection of investors, to be treated as

an equity security.

c. "Qfferor"” means a person who makes or in any
manner participates in making a takeover offer. It
does not include a supervised financial institution or
broker—-dealer lcaning funds to an offeror in the
ordinary course of its business, or any supervised

financial instituytion,

broker—-dealer,

attorney,

accountant, consultant, employee, or other person
furnishing information or advice to or performing

ministerial duties for an offeror,
otherwlse participate in the takeover offer.
the beneficial owner,
resident of this state, of equity securities
cfferor offers to acquire in connection with
takeover offer,

e. "Takeover offer":

d. "Offeree™

and who does not

who Ls a
which an
a
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ctiy or indirectly a
percent of any class
ies 0f the target

{a) The offeror wou
beneficial owner of more tha
of the outstanding egqulzy se
company .

{b) The begnefic
¢class of the ouzstan
target company woul
percent. However: 11E
after the acquisitlon of
pursuant to the offer, = ror would nct be
directly or indirectly a be r 0of more rthan
ten percent of any class of tne OUtSLG ding equity
securities of the target company.

(2) Does not include the fol‘owing:

{a) An offer in connection with the acguisition of
a security which, together with all other acquisitions
by the offeror of securities of the same class of
equity securities of the target company, would not
result in the offeror having acquired more than two
percent cf this class ¢f securities during the
precedling twelve-month pericd.

{b} An offer by the target company to acquire tits
own egulty securities if such cffer is subject to
section 13({e) of the Securities Exchange Act of 1934,

{c) An offer in wihich the target company is an
insurance ceompany or insurance helding company subject
to regulation by the commissioner cf insurance, a
financial institution subiject to regulation by the
state superintendent ¢f banking or the state auditor,
Or & pubiic utility subject to regulation by the
commerce commission.

£. "Target company” means an issuer of publicly-
traded equity securities which has at least twenty
percent of its equity securities beneficially held by
residents of this state and has substantial assets in
this state. ror the nurposes of this chapter, an
equity security 1s publicly traded if a traozng market
exists for the securlty A trading market exists 1if
the security is traded on a national securities
exchange, netbe" or not registered pursuant to the
Securities Exchange Act of 1934, or on the over-the-
counter market.

g. "Benefictial owner” 1i
to, any person whe directly
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contract, arrangement, uncderstanding, or relatioaship,
kas or shares the power to vote or direct the voting
of a security or has or shares the power to dispose of
or otherwise direct the disposition of the security.

A person is the bereficial owner of securities
beneficially owned by any relative or spouse or
relative of the spouse residing in the home of the
perseon, any trust or estate in which the person owns
ten percent or more of the total beneficial ilnterest
Ol serves as trustee or executor, any corporation or
entity in which the person owns ten percent or more of
the equity, and any affiliate or associate of the
person.

h. "Beneficial ownership" includes, but is not
limited to, the right, exercisable within sixty days,
to acguire securities through the exercise of options,
warrants, or rights or the conversion of convertible
securities. The securitilies subject to these options,
warrants, rights, or conversion privileges held by a
person are outstanding for the purpose of computing
the percentage of outstanding securities of the class
owned by the person, but are nct outstanding for the
purpose of computing the percentage of the class owned
by any other person.

15. "Interest at the legal rate” means the
interest rate for judgments specified in section
535.3.

Sec. 3. Section 502.211, Code 1985, is amended by
striking the section and inserting the following:

502.211 REGISTRATION REQUIREMENT.

1. It is unlawful for a person to make a takeover
offer or to acquire any eguity securities pursuant to
the offer unless the offer is valid under sections
502.211 through 502,218. A takeover offer 1is
effective when the offeror files with the
administrator a registration statement containing the
information prescribed in subsection 6. Not later
than the date of filing of the registration statement,
the cofferor shall deliver a copy of the registration
statement by certified mail to the target company at
its principal office and publicly disclose the
material terms of the proposed offer. Public
disclosure shall require, at a minimum, that a copy of
the registration statement be supplied to all broker-
dealers maintaining an office 1n this state currently
guoting the security.

2. The registration statement shall be filed on
forms prescribed by the administrator, and shall be
accompanied by a consent by the offeror to service of
process and filing fee specified in section 502.216,




and contain thne following information:

a. All iInformation specified in subsection 6.

b. Two copies of all solicitation materials
intended to be used in the takeover offer, and in the
form proposed to be published, sent, or delivered to
offereces.

c. Additional information as prescribed by the
administrator by rule, pursuant to chapter 17A, prior
to the making of the offer.

3. Registration shall not be conslidered approval
by the administrator, and any representation to the
contrary is unlawful.

4, Within three calendar days of the date of
filing of the registration statement, the
administrator may, by order, summarily suspend the
effectiveness of the takeover offer if the
administrator determines that the registration does
not contain all of the ilnformation specified in
subsection 6 or that the takeover offer materials
provided to offerees do not provide full disclosure to
offerees of all material information c¢oncerning the
takeover offer. The suspension shall remain in effect
only until the determination following a hearing held
pursuant to subsection 5,

5. A hearing shall be scheduled by the
administrator for each suspension under this section,
and the hearing shall be held within ten calendar days
of the date of the suspension. The administrator's
determination following the hearing shall be made
within three calendar days after the hearing has been
completed, but not more than sixteen days after the
date of the suspension. The administrator may
prescribe different time periods than thcse specified
in the subsection by rule or order.

If, based upon the hearing, the administrator finds
that the registration statement fails to provide for
full and fair disclosure of all material information
concerning the offer, or that the takeover is in
violation of any of the provisions of section 502.211
through 502.218, the administrator shall permanently
suspend the effectiveness of the takeover offer,
subject to the right of the offeror to correct
disclosure and other deficiencies identified by the
administrator and to reinstate the takeover offer by
filing a new or amended registration statement
pursuant to this section.

6. The form required to be filed by subsection 2,
paragraph "a", shall contain all of the following
information:

a. The identity and background cf all persons on
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whese behalf the acquisition cf any equity security of
the targer ccmpany has been or is to be effected.
b. The source and amcunt cf funds or cther
”

censideration used ¢r to be used in acqQuiring any
equity security inclucding, if applicable, a statement
describing any securities which are being offered in
exchange for the equlty securitlies of the target
company and, if any part of the acquisition price 1is
or will be represented by borrowed funds or other
consideration, a cdescription of the material terms of
any financing arrangemenis and the names of the
parties from whom the funds were or are to be
borrowed.

c. If the offeror is other than a natural person,
information corcerning its organization and
operations, including the year, form and ijurisdiction
cf its organlzation, a description of each class of
equity security and leng-term debt, a description of
the business conducted by the offeror and its
subsidiarles and any material changes in the offeror
or subsidiaries during the past three years, a
description of the location ané character of the
principal properties of the offeror and its
subsidiaries, a description of any pending and
naterial legal or administrative proceedings in which
the offeror or any of its affiliates is a party, the
names of all directors and executive cfficers of the
offeror and their materiel business activities and
affiliaticns during the past five years, and financial
statements of the offeror in a form and for periods of
time as the administrator may, pursuant to chapter 174
and prior to the making of the offer, prescribe.

d. If the offercr is a natural person, information
concerning the offeror's i1dentity and backgrourd,
including business activities and affiliations during
the past five years and a description of any pending
and material legal or admirlstrative proceedings in
which the offeror is a party.

e. If the purpose of the acquisition is to gain’
control of the target company, the material terms of
any plans or proposals which the offeror has, upon
gaining control, to liquidate the target company, sell
1ts assets, effect its merger or consolidation, change
the location of its principal executive office or of a
material portion of its business activities, change
its management or policies of employment, materially
alter its relationship with suppliers or customers or
the community in which it operates, or make any other
major changes in 1ts business, corporate structure,
management or personnel, and other infermation which
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would materially affect the shareholders' evaluation
of the acquisicion.

£. The number of shares or units of any equity
security of the target company owned beneficially by
the offeror and any affiliate or associate of the
offeror, together with the name and address of each
affiliate or associate.

g. The material terms of any contract,
arrangement, or understanding with any other person
with respect to the equity securities of the target
company by which the offeror has or will acquire any
interest in additional eqguity securities of the target
company, or is or will be obligated to transfer any
interest in the equity securities to another.

h. Information required to be included in a tender
offer statement pursuant to section 14(d) of the
Securities Exchange Act of 1934 and the rules and
regulations of the securities and exchange commission
1ssued pursuant to the Act.

Sec. 4. Section 502.212, Ccde 1985, i1s amended by
striking the section and inserting the following:

502,212 FILING OF SOLICITATION MATERIALS.

Copies of all advertisements, c¢irculars, letters,
or other materials disseminated by the offercr or the
target company, soliciting or reguesting the
acceptance or rejection of a takeover offer shall be
filed with the administrator and sent to the target
company or offeror not later than the time the
solicitation or request materials are first published,
sent, or given to the offerees. The administrator may
prohibit the use of any materials deemed false or
misleading.

Sec. 5. Section 502.213, Code 1985, is amended by
striking the section and inserting the following:

502.213 FRAUDULENT AND DECEPTIVE PRACTICES.

It is unlawful for an offeror, target company,
affiliate or associate of an offeror or target
company, or broker-dealer acting on behalf of an
offeror or target company to engage in a fraudulent,
deceptive, or manipulative act or practice in
connection with a takeover offer. For purposes of
this section, an unlawful act or practice includes,
but is not limited to, the following:

1. The publication or use in connection with a
takeover offer of a false statement of a material
fact, or the omission of a material fact which renders
the statements made misleading.

2. The purchase of any of the equity securities of
an officer, director, or beneficial owner of five
percent or more of the equity securities of the target
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cecripany by the offeror c¢r the target ccmpany for a
censideration greater than that to be paid te cther
shareholders, uniess the terms of the purchase are
disclcsed in a registraticn starement filed pursuant
to secticn 502.11.

3. Tre refusal by a target ccmpany to permif an
offeror who is a shareholder of record o examine or
copy its list of sharenholders, pursuant to the
applicable corpcration statutes, for the purpose of
making a takeover offer.

4., The refusal by a target ccmpany to mail any
solicitation materials published by the offeror to its
security holders with reasonable promptness after
receipt from the cfferor of the materials, together
with the reascnable expenses of postage and handling.

5. The solicitation of any cfferee for acceptance
or rejection of a takeover offer, or acquisition of
any equlty security pursuant to a takeover offer, when
the cffer is suspended uncer sections 502.211,
provided, however, that the targe:t company may
communicate during a suspension with its equity
security hclders to the extent required to respond to
the takeover offer made pursuant to the Securities
Exchange Act of 1934.

Sec. 6. Section 502.214, Code 1985, is amended by
striking the section and inserting the following:

502.214 LIMITATIONS ON OFFERORS.

1. A takeover offer shall contain substantially
the same terms for shareholders residing within and
outside this state.

2. An cfferor shall provide that any equity
securities of a target company deposited or tendered
pursuant to a takeover offer may be withdrawn by or on
behalf of an offeree within seven days after the date
the offer has become effective and after sixty days
from the date the offer has become effective, or as
ctherwise determined by the administrator pursuant to
a rule or crder issued for the protection of the
shareholders.

3. If an offeror makes a takeover offer for less
than all the outstanding equity securities of any
class and, within ten days after the offer has become
effective and copies of the offer, or notice of any
increase in the consideration offered, are first
published or sent cor given to equity security holders,
the number of securities deposited or tendered
pursuant to the offer is greater than the number of
securities that the offeror nas offered to accept and
pay for, the securities shall be accepted pro rata,
disregarding fractions, according to the number of
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securities deposited cr tendered for each offeree.

4. If an offeror varies the terms of a takeover
offer befcre the offer's expiration date by 1increasing
the consideration offered to equity security holders,
the offeror shall pay the increased consideration for
all equity securities accepted, whether the securities
have been accepted by the offeror before or after the
variation in the terms of the offer.

S. An offeror shall not make a taxeover offer or
acquire any equity securities in this state pursuant
to a takeover offer during the periocd of time that an
administrator's proceeding alleging a violation of
this chapter 1s pending against the offeror.

6. An offeror shall not acquire, remove, oOr
exercise control, directly or indirectly, over any
target company assets located in this state pursuant
to a takeover offer during the period of time that an
administrator's proceeding alleging a violation of
this chapter is pending against the offeror.

7. An cfferor shall not acquire from a resident of
this state an equity security of any class of a target
company at any time within two years following the
last purchase of securities pursuant to a takeover
offer with respect to that e¢lass, including, but not
limited to, acquisitions made by purchase, exchange,
merger, consolidation, partial or complete
liquidacion, redemption, reverse stock split,
recapitalization, reorganization, or any other similar
transaction, unless the holders of the equity
securities are afforded, at the time of the
acquisition, a reasonable opportunity to dispose of
the securities to the offeror upon substantially
equivalent terms as those provided in the earlier
takeover offer.

Sec. 7. Section 502.215, Code 1985, is amended by
striking the section and inserting the following:

502.215 ADMINISTRATION -- RULES AND ORDERS.

1. The administrator shall make and adopt rules
and forms as the administrator determines are
necessary to carry out the purposes of sections
502.21)1 through S02.218.

2. The administrator may by rule or order exempt
from any provision of sections 502.211 through 502.218
the following:

a. A proposed takeover offer or a category or type
of takeover offer which the administrator determines
does not have the purpose or effect of changing or
influencing the control of a target company.

b. A proposed takeover offer for which the
administrator determines that compliance with the
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secticns 1s not necescary for the protecrtion of the
cfferees,

c. A person from the reguirement cf filing
statements.

3. In the event of a conilict between the
provisions of chapter 17A and the provisions of
sections 502.211 througn 502.218, the provisions of
sections 502.211 through 502.218 shall prevail.

Sec. 8, NEW SECTION. 5302.216 FEES AND EXPENSES.
10 The administrator snall charge a nonrefundable
11 filing fee of two hundred fifty dollars for a
12 registration statement filed by an offeror.

AtelNe - B S I o g RNV SN S ST N 3

s 13 Sec. 9. NEW SECTION. 502.217 APPLICATION OF
14 CORPORATE TAKEQOVER LAW.
15 If the target company 1s a public utility, public

16 utility holding company, naticnal banking assoclatioen,
17 bank hoiding ccmpany, or savings and loan association
18 which 1s subject to regulation by a federal agency and
19 the take over of such company is subject to approval
20 by the federal agency, sections 502,211 through
1 502.218 do not apply.

22 Sec. 10. NEW SECTION. 502.218 APPLICATION OF
23 SECURITIES LAW.

All of the provisions of this chapter which are not
in conflict with sections 502.211 through 502,218,
26 apply to any takecver offer involving a target
27 company.

[ 3% I8 ]
(Wl -4

28 Sec, 11. Section 502.407, Code 1985, is amended to
29 read as follows:

30 502.407 MISSTATEMENTS IN PUBLICITY.

31 It is unlawful for any person tc make or cause to

32 be made, in any public report or press release, or in
33 other information which is either made generally

34 available to the public or used in opposition to a

35 tender offer, any statement of a material fact

36 relating to anm-taeaner 3 target company or made in

37 connection with a tender offer which i1s, at the time
38 and in the light of the circumstances under which it
32 is made, false or misleading, 1f it i1s reasonably

40 foreseeable that such statement will induce other

41 persons to buy, sell or hold securities of the tassuer
42 target company.

43 Sec. 12. Section 502.501, Code 19835, is amended by
44 adding the following new subsection:
45 NEW SUBSECTION. 3. In addition to other remedies

46 provided in this chapter, in a proceeding alleging a

47 violation of sections 502.211 tnhrough 502.218 the

48 court may provide that all shares acquired from a

49 resident of this state in violation of any provision
v 50 of this chapter or rule order issued pursuant to this




chapter be denied voting rights for one year after
acguisition, that the shares be nontransferable on the
hocks of the target ccmpany, or that during this one-
vear period the target company have the opticn to call
rhe srares for redempticn either at the price at which
the shares were acguired or at book value per share as
of the last day of the fiscal quarter ended prior to
the date of the call for redemption, which redemption
shall occur on the date set in the call notice but not
later than sixty days after the call notice is given.

Sec. 13. There is established a committee to study
the laws and penalties relating to corporate takeovers
composed of nine members. The members shall be
appointed as fellows:

1. A democratic and a republican member of the
senate and 2 democratic and a republican member of the
house, to be appointed by the legislative courcil.

2. The superintendent of securities, or the
superintendent ‘s designee.

3. The attorney general, or the attorney general's
designee.

4. Three public members, to be appointed by the
office cf the governor, who shall have the following
gualificatioens:

a. One member to be an attorney currently licensed
to practice law in this state and knowledgeable on
corporate law matters.

b. One member to be a stock broker-dealer
currently licensed to buy, sell, or otherwise deal in
securitles in this state.

c. One member to be a professor of law currently
teaching in the area of corporate law and procedure.

Public members of the study committee shall receive
a per diem of forty dollars and be reimbursed for
their travel and other necessary expenses actually
incurred in the performance of their official cduties.
Public employees who are members of the study
committee shall be reimbursed for travel and other
expenses actually incurred in the performance of their
cfficial duties.

The study committee may request that the
legislative council provide staff for the study
committee from the staff of the legislative service
bureau. The state government agencies shall provide
any assistance requested by the study committee.

The study committee shall transmit copies of 1
final report to the general assembly on or before
January 13, 1986."
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Amend Senate File 475 as passed by the Senate as
follows:

1. By striking everything after the enacting
clause and inserting the following:

"Section 1. Section 502.1C2, subsection 11, Code
1985, is amended to read as follows:

11. "Securities Act of 1933", "Securities Exchange
Act of 1934", "Public Utility Holding Company Act of
1935", "Investment Company Act of 1940", "Internal
106 Revenue Ccde of 1954" and "Agricultural Marketing Act"”
11 mean the federal statutes of those names;-as-amended
12 before-danuvary-:7-337¢,

13 Sec. 2. Section 502.102, subsections 14, 15, 16
14 and 17, Code 1985, are amended by striking the
15 subsections and inserting the following:

LY =R RS B JRN WL I N OV N o

16 14. For the purposes of sections 502.211 through
17 502.218, unless the contex:t otherwise requires:
18 a. "Assoclate" means a person acting jointly or in

19 concert with another for the purpose of acquiring,
20 holding cr disposing of, or exercising any voting

21 rights attached to the equity securities of a target
22 company.

23 b. "Egquity security" means any stock or similar
24 security, and includes the following:

25 (1) Any security convertible, with or without

26 consideration, into a stock or similar security.

27 {2) Any warrant or right to subscribe to or

28 purchase a stock of similar security.

29 {3) Any security carrying a warrant or right to
30 subscribe tc or purchase a stock or similar security.
31 {(4) Any other security which the administrator

32 deems to be of a similar nature and considers

33 necessary or appropriate, according to rules

34 prescribed by the administrator for the public

35 interest and protection of investors, to be treated as

36 an equity security.

37 c. "Offeror" means a person who makes or in any
38 manner participates in making a takeover offer. It
39 does not include a supervised financial institution or
40 broker-dealer loaning funds to an offeror in the

41 ordinary course of its business, or any supervised

42 financial institution, broker-dealer, attorney,

43 accountant, consultant, employee, or other person

44 furnishing information or advice to or performing

45 ministerial duties for an offeror, and who does not
46 otherwise participate in the takeover offer.

47 d. "“Offeree" means the beneficial owner, who is a
48 resident of this state, of egquity securities which an
49 offeror offers to acquire in connection with a

50 takeover offer,
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e. "Takeover offer":

(1) Means the offer to acquire any equity
securities of a target company from a resident of this
state pursuant to a tender offer or reguest or
invitation for tenders, if after the acquisition of
all securities acquired pursuant to the offer either
of the following are true:

{(a) The offeror would be directly or indirectly a
beneficial owner of more than ten percent of any class
of the outstanding equity securities of the target
company.

(b) The beneficial ownership by the offeror of any
class of the outstanding equity securities of the
target company would be increased by more than five
percent. However, this provision does not apply if
after the acquisition of all securities acquired
pursuant to the offer, the offeror would not be
directly or indirectly a beneficial owner of more than
tén percent of any class of the outstanding equity
securities of the target company.

(2) Does not include the following:

(a) An offer in connection with the acquisition of
@ security which, together with all other acqulsitions
by the offeror of securities of the same class of
equity securities of the target company, would not
result in the offeror having acquired more than two
percent of this class of securities during the
preceding twelve-month period.

(b} An offer by the target company to acquire its
own equity securities if such offer is subject to
section 13(e) of the Securities Exchange Act of 1934.

{(c) An offer in which the target company is an
insurance company or insurance holding company subject
Lo requlation by the commissioner of insurance, a
financial institution subject to regulation by the
state superintendent of banking or the state auditor,
Oor a public utility subject to regulation by the
commerce commission.

£. "Target company" means an issuer of publicly-
traded equity securities which has at least twenty
percent of its equity securities beneficially held by
residents of this state and has substantial assets in
this state. For the purposes of this chapter, an
equity security is publicly traded if a trading market
exists for the security. A trading market exists if
the security is traded on a national securities
exchange, whether or not registered pursuant to the
Securities Exchange Act of 1934, or on the over-the-
counter market. .

g. "Beneficial owner" includes, but is not limited
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to, any person who directly or indirectly, through any
contract, arrangement, understanding, cr relationship,
has or shares the pcwer to vote or direct the voting
of a security or has c¢r shares the power to dispose of
or otherwise direct the disposition of the security.

A person is the beneficial owner of securities
beneficially owned by any relative or spouse oOr
relative ¢f the spouse residing in the hcme of the
person, any trust or estate in which the person owns
ten percent or more of the total beneficial interest
Or serves as trustee or executdr, any corporation or
entity in which the person owns ten percent or more of
the equity, and any affiliate or associate of the
person.

h. "Beneficial ownership” includes, but 1ls not
limited to, the right, exercisable within sixty days,
to acquire securities through the exercise of options,
warrants, or rights or the conversion of convertible
securities. The securities subject to these options,
warrants, rights, cor conversion privileges held by a
person are cutstanding for the purpcse of computing
the percentage of ocutstanding securities of the class
owned by the person, but are not outstanding for the
purpose of computing the percentage of the class owned
by any other person.

15. "“Interest at the legal rate" means the
interest rate for judgments specified in section
535.3.

Sec. 3. Section 502.211, Code 1985, is amended by
striking the section and inserting the following:

502,211 REGISTRATION REQUIREMENT.

1. It is unlawful for a person to make a takeover
offer or to acquire any equity securities pursuant to
the offer unless the offer is valid under sections
502.211 through 502.218. A takeover offer is
effective when the offeror files with the
administrator a registration statement containing the
information prescribed in subsection 6. Not later
than the date of filing of the registration statement,
the offeror shall deliver a copy of the registration
statement by certified mail to the target company at
its principal office and publicly disclose the
material terms of the proposed offer. Public
disclosure shall require, at a minimum, that a copy of
the registration statement be supplied to all broker-
dealers maintaining an office in this state currently
guoting the security. :

2. The registration statement shall be filed on
forms prescribed by the administrator, and shall be
accompanied by a consent by the offeror to service of
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process and filing fee specified in section 502.216,
and contain the following information:

a. All information specified in subsection 6.

b. Two copies of all sclicitation materials
intended to be used in the takeover offer, and in the
form proposed to be published, sent, or delivered to
offerees.

c. Additiocnal information as prescribed by the
administrator by rule, pursuant to chapter 17A, prior
to the making of the offer.

3. Registration shall noct be considered approval
by the administrator, and any representation to the
contrary is unlawful.

4, Within three calendar days of the date of
filing of the registration statement, the
administrator may, by order, summarily suspend the
effectiveness of the takeover offer if the
administrator determines that the registration does
not contain all of the information specified in
subsection 6 or that the takeover offer materials
provided to offerees do not provide full disclosure to
offerees of all material information concerning the
takeover offer. The suspension shall remain in effect
only until the determination following a hearing held
pursuant to subsection 5.

5. A hearing shall be scheduled by the
administrator for each suspension under this section,
and the hearing shall be held within ten calendar days
of the date of the suspension. The administrator's
determination following the hearing shall be made
within three calendar days after the hearing has been
completed, but not more than sixteen days after the
date of the suspension. The administrator may
prescribe different time periods than those specified
in the subsection by rule or order.

If, based upon the hearing, the administrator finds
that the registration statement fails to provide for
full and fair disclosure of all material information
concerning the offer, or that the takeover is in
violation of any of the provisions of section 502,211
through 502.218, the administrator shall permanently
suspend the effectiveness of the takeover offer,
subject to the right of the offeror to correct
disclosure and other deficiencies identified by the
administrator and to reinstate the takeover offer by
filing a new or amended registration statement
pursuant to this section.

6. The form required to be filed by subsectzon 2,
paragraph “a", shall contain all of the following
information:
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a. The identity and background of all persons on
whose behalf the acquisition of any equity security of
the target company has been or is to be effected.
b. The source and amcount of funds or otner
consideration used or to be used in acquiring any
equity security including, if applicable, a statement
describing any securities which are being offered in
exchange for the equity securities of the target
company and, if any part of the acguisition price is
10 or will be represented by borrowed funds or other
11 consideration, a description of the material terms of
12 any fipnancing arrangements and the names of the
13 parties from whom the funds were or are to be
14 borrowed.
15 c. If the offeror is other than a natural person,
16 information concerning its organization and
17 operations, including the year, form and jurisdiction
18 of its organization, a description of each class of
19 equity security and long-term debt, a description of
20 the business conducted by the offeror and its
21l subsidiaries and any material changes in the offeror
22 or subsidiaries during the past three years, a

.23 description of the location and character of the

WO~ bW~

24 principal properties of the offeror and its

25 subsidiaries, a description of any pending and

26 material legal or administrative proceedings in which

27 the offeror or any of its affiliates is a party, the

28 names of all directors and executive officers of the

29 offeror and their material business activities and

30 affiliations during the past five years, and financial

31 statements of the offeror in a form and for periods of

32 time as the administrator may, pursuant to chapter 17A

33 and prior to the making of the offer, prescribe.

34 d. If the offeror is a natural person, information

35 concerning the offercr's identity and background,

36 including business activities and affiliations during

37 the past five years and a description of any pending

38 and material legal or administrative proceedings in

39 which the offeror is a party.

40 e. If the purpose of the acquisition is to gain

41 control of the target company, the material terms of

42 any plans or proposals which the offeror has, upon

43 gaining contrel, to liquidate the target company, sell

44 its assets, effect its merger or consolidation, change

4% the location of its principal executive office or of a

46 material portion of its business activities, change

47 1ts management or policies of employment, materially
.8 alter its relationship with suppliers or customers or

9 the community in which it operates, or make any other

50 major changes in its business, corporate structure,
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1 management or personnel, and other information which

2 would materially affect the shareholders' evaluation

3 of the acquisition.

4 f. The number of shares or units of any equity

5 security of the target company owned beneficially by

6 the offeror and any affiliate or associate of the

7 offeror, together with the name and address of each

8 affiliate or associate.

9 g. The material terms of any contract,
10 arrangement, or understanding with any other person

11 with respect to the equity securities of the target

12 company by which the offeror has or will acgquire any
13 interest in additional equity securities of the target
14 company, or 1s or will be obligated to transfer any
15 interest in the equity securities to another.

16 h. Information regquitred to be included in a tender
17 offer statement pursuant to section l4(d) of the

18 Securities Exchange Act of 1934 and the rules and
19 regulations of the securities and exchange commission
20 issued pursuant to the Act,

21 Sec. 4. Section 502.212, Code 1985, is amended by
22 striking the section and inserting the following:

23 502.212 FILING OF SOLICITATION MATERIALS.
24 Copies of all advertisements, circulars, letters,
25 or other materials disseminated by the offeror or the
26 target company, soliciting or requesting the
27 acceptance or rejection of a takeover offer shall be
28 filed with the administrator and sent to the target
29 company or offeror not later than the time the
30 solicitation or request materials are first published,
31 sent, or given to the offerees. The administrator may
32 prohibit the use of any materials deemed false or
33 misleading.
34 Sec, 5. Section 502,213, Code 1985, is amended by
35 striking the section and inserting the following:
36 502.213 FRAUDULENT AND DECEPTIVE PRACTICES.
37 It 1s unlawful for an offeror, target company,
38 affiliate or associate of an offeror or target
39 company, or broker-dealer acting on behalf of an
40 offeror or target company to engage in a fraudulent,
41 deceptive, or manipulative act or practice in
42 connection with a takeover offer. For purposes of
43 this section, an unlawful act or practice includes,
44 but is not limited to, the following:

45 1. The publication or use in connection with a
46 takeover offer of a false statement of a material
47 fact, or the omission of a material fact which renders
48 the statements made misleading.
49 2. The purchase of any of the equity securities of
50 an officer, director, or beneficial owner of five
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percent or more of the equity securities of the target
company by the offercr or the target company for a
consideration greater than that to be paid to other
shareholders, unless the terms of the purchase are
disclosed in a registration statement filed pursuant
tc section 502.11.

3. The refusal by a target company to permit an
offeror who is a shareholder of record to examine or
copy its list of shareholders, pursuant to the
applicable corporation statutes, for the purpose of
making a takeover offer.

4. The refusal by a target company to mail any
solicitation materials published by the offeror to its
security holders with reasonable promptness after
receipt from the offeror of the materials, together
with the reasonable expenses of postage and handling.

5. The scolicitation of any offeree for acceptance
or rejection of a takeover offer, or acquisition of
any equity security pursuant to a takeover offer, when
the offer is suspended under section 502.211,
provided, however, that the target company may
communicate during a suspension with its equity
security holders to the extent required to respond to
the takecver offer made pursuant to the Securities
Exchange Act of 1934.

Sec. 6. Section 502.214, Code 1985, is amended by
striking the section and inserting the following:

502.214 LIMITATIONS ON OFFERORS.

1. A takeover offer shall contaln substantially
the same terms for shareholders residing within and
outside this state.

2. An offeror shall provide that any equity
securities of a target company deposited or tendered
pursuant to a takeover offer may be withdrawn by or on
behalf of an offeree within seven days after the date
the offer has become effective and after sixty days
from the date the offer has become effective, or as
otherwise determined by the administrator pursuant to
a rule or order issued for the protection of the
shareholders.

3. I1f an offeror makes a takeover offer for less
than all the outstanding eguity securities of any
class and, within ten days after the offer has become
effective and copies of the offer, or notice of any
increase in the consideration offered, are first
published or sent or given to eguity security holders,
the number of securities deposited or tendered
pursuant to the offer is greater than the number of
securities that the offeror has offered to accept and
pay for, the securities shall be accepted pro rata,
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disregarding fractions, according to the number of
securities deposited or tendered for each offeree.

4. If an offeror varies the terms of a takeover
offer before the offer's expiration date by increasing
the consideration offered to equity security holders,
the offeror shall pay the increased consideration for
all equity securities accepted, whether the securities
have been accepted by the offeror before or after the
variation in the terms of the offer,

5. An offeror shall not make a takeover offer or
acquire any equity securities in this state pursuant
to a takeover offer during the period of time that an
administrator's proceeding alleging a violation of
this chapter is pending against the offeror.

6. An offeror shall not acquire, remove, or
exercise control, directly or indirectly, over any
target company assets located in this state pursuant
to a takeover offer during the period of time that an
administrator's proceeding alleging a violation of
this chapter is pending against the offeror.

7. An offeror shall not acquire from a resident of
this state an equity security of any class of a target
company at any time within two years following the
last purchase of securities pursuant to a takeover
offer with respect to that class, including, but not
limited to, acquisitions made by purchase, exchange,
merger, consolidation, partial or complete
liquidation, redemption, reverse stock split,
recapitalization, reorganization, or any other similar
transaction, unless the holders of the equity
securities are afforded, at the time of the
acquisition, a reasonable opportunity to dispose of
the securities to the offeror upon substantially
equivalent terms as those provided in the earlier
takeover offer.

Sec. 7. Section 502.215, Code 1985, is amended by
striking the section and inserting the following:

502.215 ADMINISTRATION -~ RULES AND ORDERS.

1. The administrator shall make and adopt rules
and forms as the administrator determines are
necessary to carry out the purposes of sections
502.211 through 502.218.

2. The administrator may by rule or order exempt
from any provision of sections 502.211 through 502.218
the following:

4. A proposed takeover offer or a category or type
of takeover offer which the administrator determines
does not have the purpose or effect of changing or
influencing the control of a target company.

- A proposed takeover offer for which the
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administrator determines that ccmpliance with the

'sections is not necessary for the protection of the

fferees,

c. A person from the requirement of filing
statements.

3. In the event of a conflict between the
provisions of chapter 17A and the provisions of
sections 502.211 through 502.218, the provisions of
sections 502.211 through 502.218 shall prevail.

Sec. 8. NEW SECTION. 502.216 FEES AND EXPENSES.

The administrator shall charge a nonrefundable
filing fee of two hundred fifty dollars for a
registration statement filed by an offeror.

Sec. 9. NEW SECTION. 502.217 APPLICATION OF
CORPORATE TAKEQOVER LAW,.

If the target company is a public utility, public
utility holding company, national banking association,
bank holding company, or savings and loan association
which is subject to regulation by a federal agency and
the take over of such company is subject to approval
by the federal agency, sections 502.211 through
502.218 do not apply.

Sec. 10. NEW SECTION. 502.218 APPLICATION OF
SECURITIES LAW.

All of the provisions of this chapter which are not
in conflict with sections 502.211 through 502.218,
apply to any takeover offer involving a target
company.

Sec. 11. Section 502.407, Code 1985, is amended to
read as follows:

502.407 MISSTATEMENTS IN PUBLICITY.

It is unlawful for any person to make or cause to
be made, in any public report or press release, or in
other information which 1s either made generally
available to the public or used in opposition to a
tender offer, any statement of a material fact
relating to an-issuer a target company or made in
connection with a tender offer which is, at the time
and in the light of the circumstances under which it
is made, false or misleading, if it is reasonably
foreseeable that such statement will induce other
persons to buy, sell or hold securities of the issuer
target company.

Sec. 12. Section 502.501, Code 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 3. 1In addition to other remedies
provided in this chapter, in a proceeding alleging a
violation of sections 502.211 through 502.218 the
court may provide that all shares acquired from a
resident of this state in violation of any provision
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of this chapter or rule order lssued pursuant to this
chapter be denied voting rights for one year after
acquisition, that the shares be nontrans%erablg on the
books of the target company, or that during this one-
year perlod the target company have the option to call
the shares for redemption either at the price at which
the shares were acqguired or at book wvalue per shate as
of the last day of the fiscal quarter epded prior to
the date of the call for redemption, which redemption
shall occur on the date set in the call notice but noE
later than sixty days after the call notice 1s given.

-3923 FILED APRIL 19, 1985 BY SWARTZ of Marshall
doplit #faz 15 (p 11357

SENATE FILE 475
3807

Amend Senate File 475 as passed by the Senate, as
follows:

1. Page 1, by inserting before line 1 the
following:

"Sec. . NEW SECTION. 476.18A ALLOCATION OF
ACQUISITION COSTS.

The commission shall not allow an investor-owned
Public utility to treat as below-the-line expenditures
the purchase cost or associated costs involved in the
purchase of an existing electric or gas public
utility., The commission shall assign the purchase
cost and associated costs to the stockholders of the
investor-owned public utility."

2. Title page, line 1, by inserting after the
word "to" the following: "corporations including
provisions relating to costs charged by investor-owned
public utilities and to".

3. By renumbering sections as necessary.

3807 FILEP APRIL 16, 1985 BY PARKER of Jasper

' Pivesp of, #oalp 17350

H-
1
2
3
4
S
6

H-

SENATE FILE 475
3769

Amend Senate File 475 as passed by the Senate as
follows:
1. By striking page 2, line S through page §,
line 16,
2. Page 9, line 6, by striking the figure
"S02A.8" and inserting the figure "S02a.7%.

BY COMMITTEE ON SMALL
3769 FILED APRIL 12, 198S BUSINESS AND COMMERCE
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SENATE FILE 475

Amend the House amendment S-3947 to Senate File 475
as amended, passed and reprinted by the Senate as
follows:

1. Page 1, by inserting after line 4 the
following:

"Section 1. Section 496A.2, Code 1985, is amended
by adding the following new subsections:

NEW SUBSECTION. 15. ‘"“Acquiring perscon'" means a
person that is required to deliver an information
statement under section 496A.74A.

NEW SUBSECTION. 16. "Control share acquisition”
means an acquisition of shares of an issuing public
corporation resulting in beneficial ownership by an
acquiring person of a new range of voting power
specified in section 496A.74A, subsection 2, paragraph
"d", but does not include any of the following:

a. An acquisition before, or pursuant to an
agreement entered into before, the effective date of
this Act. .

b. An acquisition by a donee pursuant to an inter
vivos gift not made to avoid section 496A.74A or by a
distributee as defined in section 633.3.

c. An acquisition pursuant to a security agreement
not created to avoid section 496A.,74A.

d. An acquisition under sections 496A.68 through
496A.,74, i1f the issuing public corporation is a party
to the transaction.

e. An acqguisition from the issuing public
corporation.

NEW SUBSECTION. 17. "Issuing public corporation”
means a corporation with at least fifty shareholders
and having 1ts principal place of business or
substantial assets located in this state.

Sec. 2. NEW SECTION. 496A.28A SOLICITATION FOR
PROXY IN CONTROL SHARE ACQUISITIONS.

Notwithstanding any contrary provision of this
chapter, a proxy relating to a meeting of shareholders
required under section 496A.74A, subsection 3, shall
be solicited separately from the offer to purchase or
solicitation of an offer to sell shares of the issuing
public corporation and shall not be solicited socner
than thirty days before the meeting unless otherwise
agreed in writing by the acgquiring person and the
issuing public corporation.

Sec. 3. NEW SECTION. 496A.74A CONTROL SHARE
ACQUISITIONS,

1. AUTHORIZATION IN ARTICLES.

a. Unless otherwise expressly provided in the
articles of an issuing public corporation, this
section applies to a control share acquisition.
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b. All shares acgquired by an acquiring person 1n
violation of subsection 4 sha:l be denied voting
rights for one year after acquisition, the shares
shall be nontransferable on the bocks of the
corporation for one year after acquisitien and the
corporation, during the one-year period, has the
option to call the shares for redemption either at the
price at which the shares were acquired or at book
value per share as of the last day of the fiscal
quarter ended prior to the date of the call for
redemption. Such a redemption shall occur on the date
set in the call notice but not later than sixty days
after the call notice is given.

2. INFORMATION STATEMENT. A person propesing to
make a control share acquisition shall deliver to the
lssuing public corporation at its principal executive
office an information statement containing all of the
following:

a. The identity of the person.

b. A reference that the statement is made under
this section. .

c. The number of shares of the issuing public
corporation beneficially owned by the person.

d. A specification of which of the following
ranges of voting power in the election of directors
would result from consummation of the control share
acquisition:

{1) At least ten percent but less than twenty
percent,

(2) At least twenty percent but less than thirty
percent.

{3) At least thirty percent but less than forty
percent.

(4) At least forty percent but less than a
majority.

{S) At least a majority.

e. The terms of the proposed control share
acquisition, including, but not limited to, the source
of funds or other consideration and the material terms
of the financial arrangements for the control share
acquisition, any plans or proposals of the acquiring
person to liquidate the issuing public corporation, to
sell all or substantially all of its assets, or merge
it or exchange its shares with any other person, to
change the location of its principal executive office
or of a material portion of 1its business activities,
to change materially its management or policies of
employment, to alter materially its relationship with
suppliers or customers or the communities in which it
operates, or make any other material change in its
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business, corporate structure, management or
personnel; and other information which would affect
the decision ¢of & shareholder with respect to wvoting
on the proposed control share acquisition,

3. MEETING OF SHARZHOLDERS. Within five days
after receipt of an information statement pursuant to-
subsection 2, a special meeting of the shareholders of
the lssuing public¢ corporation shall be called
pursuant to section 496A.28 to vote on the proposed
control sharz acguisitien. The meeting shall be held
no later than f{ifty-five days after receipt cf the
information statement, unless the acquiring person
agrees to a iater data, and no sooner than thirty days
after receipt of the information statement, if the
acquiring person so reguests in writing when
delivering the information statement. The notice of
the meeting shall at a minimum be accompanied by a
cepy of the information statement and a statement
disclosing that the issuing public company recommends
acceptance of, expresses no opinion and is remaining
neutral toward, or is unable to take a position-with
respect to the proposed control share acquisition.

The notice of meeting shall be given within twenty-
five days after recelipt of the information statement.

4. CONSUMMATION OF CONTROL SHARE ACQUISITION. The
acquiring person may consummate the proposed control
share acquisition if and only 1if both of the following
occur:

a. The proposed control share acquisition is
approved by the affirmative vote of the holders of a
majority of the voting power of all shares entitled to
vote which are not berneficially owned by the acquiring
perscen. A class or series of shares of the
corporation is entitled to vote as a class or series
if any provision of the control share acquisition
would, if contained in a proposed amendment to the
articles, entitle the class or series to vote as a
class or series.

b. The proposed control share acquisition is
consummated within one hundred eighty days after
shareholder approval."

2. Page 10, by inserting after line 11 the
following:

"Sec. . Se

1

13 ors 1 through 3 of this Act take
effect July 1,

ctio
ege.

Cwfoifos (p 16912
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Filed April 25, 1935 By MANN
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amend the House amendment S-3947 to Senate File 475
as amended, passed; and reprinted by the Senate as
follows:

1. Page 1, line 50, by inserting after the word
"offer." the following: "However, for the purposes of
section 502.217, if the offeree is a municipal
utility, an offer of either equity securities or
assets are sufficient to make the municipal utility an
offeree, irregardless of any other test within this
definition.”

2. Page 2, line 38, by inserting after the word
"commission.” the following: “"However, for the
purpose of section 502.217, if the public utility is a
municipal utility, the term "take over offer" includes
municipal utilities, notwithstanding any other portion
of or test within this definition.”

3. Page 2, line 49, by inserting after the word
*market." the following: "However, for the purposes
of section 502.217, the term "target company" shall
include municipal utilities notwithstanding any cother
portion of or test within this definition.”

4. Page 3, line 14, by inserting after the word
"person." the following: "For the purposes of section
502.217, the term "beneficial owner" includes the
owner of stock or assets of a municipal utility
irregardless of any other portion of or test within
this definition.”

5. Page 3, line 25, by inserting after the word
“person." the following: "For the purposes of section
502.217, the term "beneficial ownership” includes the
ownership of stock or assets of a municipal utility
irregardless of any other portion of or test within
this definition.,”

6. Page 9, by striking lines 14 through 22 and
inserting the following:

"Sec. 9. NEW SECTION. 502.17 APPLICATION OF
CORPORATE TAKEQOVER LAW.

if the target company is a public utility, public
utility holding company, national banking association,
bank holding company, or savings and loan association
which is subject to regulation by a federal agency and
the take over of such company is subject to approval
by the federal agency, sections 502.211 through
502.216 and 502.218 do not apply. However, for the
purposes of this section, if the target company is a
public utility, and a takeover has been consummated,
either by stock purchase or purchase of assets and if
that offeror is an investor-owned public utility, the
successful offeror shall not be allowed by the Iowa
state commerce commission to treat as below-the-line

gxpe?dltu;es the purchase cost of stock or assets
1nv01ved.1n the acquisiticn of an existing electric or
g2s public utility. The purchase cost and associated
costs shall be borne by the stockholders of the
investor-owned public utility.”

4012 Filed April 25, 1985 By GRONSTAL
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Amend the House amendment S-3947 to Senate File 475
as amended, passed and reprinted by the Senate as
follows:

1. Page l, by inserting after line 4 the
following:

"Sec. _ . Section 496A.2, Code 1985, is amended
by adding the following new subsections:

NEW SUBSECTION. 15. “Acquiring person" mecons a
person that 1s required to deliver an information
statement under section 496A.74A.

NEW SUBSECTION. 16. "“Control share acquisition®
means an acquisition of shares of an issuing public
corporation resulting in beneficial ownership by an
acquiring person of a new range of voting power
specified in section 496A.74A, subsection 2, paragraph
"d4", but does not include any of the following:

a. An acquisition before, otr pursuant to an
aareement entered into before, the effective date of
this Act.

b. An acquisition by a donee pursuant to an inter
v:vos ¢ift not made to avoid section 496A.74A or by a
distributee as defined in section 633.3.

C. An acquisition pursuant to a security agreement
not created to avoid section 496A.74A.

d. An acquisition under sections 496A.68 through
496A.74, 1f the issuing publie corporation is a party
te- the transaction.

e. An acquisition from the issuing public
corporation.

NEW SUBSECTION. 17. “Issuing public corporation®
means a corporation with at least fifty shareholders
ar having its principal place of business or
substantial assets located in this state.

Sec. . NEW SECTION. 496A.28A SOLICITATION FOR
PROXY IN CONTROL SHARE ACQUISITIONS.

Notwithstanding any contrary provision of this
Chapter, a proxy relating to a meeting of shareholders
required under section 496A.74A, subsection 3, shall
be solicited separately from the offer to purchase or
solicitation of an offer to sell shares of the issuing
public corporation and shall not be solicited sooner
than thirty days before the meeting unless otherwise
aqreed in writing by the acquiring person and the
izsuing public corporation.

Sec. . NEW SECTION. 496A.74A CONTROL SHARE
ACQUISITIONS.

l. AUTHORIZATION IN ARTICLES.

a. Unless otherwise expressly provided in the
articles of an issuing public corporation, this
section applies to a control share acquisition.
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b. All shares acquired by an acquiring person in

viclation of subsection 4 shall be denied voting
rights for one year after acquisition, the shares
shall be nontransferable on the books of the
corporation for one year after acquisition and the
corporation, during the one-year period, has the
option to call the shares for redemption either at the
price at which the shares were acquired or at book
value per share as of the last day of the fiscal
10 quarter ended prior to the date of the call for
11 redemption. Such a redemption shall occur on the date
12 set in the call notice but not later than sixty days
13 after the call notice 1is given.
L4 2. INFORMATION STATEMENT. A person proposing to
15 make a control share acquisition shall deliver to the
16 issuing public corporation at its principal executive
17 office an information statement containing all of the
18 following:

Vol -JES BN oL BE W o JV= N OO Iy N B o

19 a. The identity of the person.

20 b. A reference that the statement is made under
21 this section.

22 ¢. The number of shares of the issuing public
23 corporation beneficially owned by the person.

24 d. A specification of which of the following

25 ranges of voting power in the election of directors
26 would result from consummation of the control share
27 acquisition:

28 fl} At least ten percent but less than twenty

29 percent.

30 {2) At least twenty percent but less than thirty
31 percent.

32 (3) At least thirty percent but less than forty
33 percent.

34 (4 At least forty percent but less than a

35 majority.

16 {5} At least a majority.

37 e. The terms of the proposed control share

38 acquisition, including, but not limited to, the source
19 of funds or other consideration and the material terms
40 of the financial arrangements for the control share

41 acquisition, any plans or proposals of the acquiring
42 person to liquidate the issuing public corporation, to
43 sell all or supstantially all of its assets, or merge
44 it or exchange its shares with any other person, to

45 change the location of its principal executive office
46 or of a material portion of its business activities,
47 to change materially its management or policies of

48 employment, to alter materially its relationship with
49 suppliers or customers or the communities in which it
5¢ operates, or make any other material change in its
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business, corporate structure, management or
personnel, and other information which would affect
the decision of a shareholder with respect to voting
on the proposed control share acquisition.

3. MEETING OF SHAREHOLDERS. Within five days
after receipt of an information statement pursuant to

the issuing public corporation shall be called

pursuant to section 496A.28 to vote on the proposed
10 control share acquisition. The meeting shall e heilid
11 no later than fifty-five days after receipt of the
12 information statement, unless the acquiring person

W~ &L

subsection 2, a speclal meeting of the shareholders of

13 agrees to a later date, and no sooner than thirty days

14 after receipt of the information statement, if the
15 acquiring person so requests in writing when

16 delivering the information statement. The notice of
17 the meeting shall at a minimum be accompanied by a
18 copy of the information statement and a statement

19 disclosing that the issuing public company recommends
20 acceptance of, expresses no opinion and is remaining

21 neutral toward, or is unable to take a position with

22 respect to the proposed control share acquisition.

‘ he notice of meeting shall be given within twenty-
'ive days after receipt of the information statement.
> 4. CONSUMMATION OF CONTROL SHARE ACQUISITION,

26 acquiring person may consummate the proposed control

27 share acquisition if and only if both of the following

28 occur:
29 a. The proposed control share acquisition is

30 approved by the affirmative vcte of the holders of a

31 majority of the voting power of all shares entitled to
32 vote which are not beneficially owned by the acquiring

33 person. A class or series of shares of the
34 corporation is entitled to vote as a class or series
35 if any provision of the control share acquisition
36 would, if contained in a proposed amendment to the
37 articles, entitle the class or series to vote as a
38 class or series,

39 b. The proposed control share acquisition is
40 consummated within one hundred eighty days after
41 shareholder approval."”

$-4074 Filed April 26, 1985 By MANN
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b. All shares acquired by an acguiring person in
viclation of subsection 4 shall be denied voting
rights for one year after acquisition, the shares
shall be nontransferable on the bccks of the
corporation for one year after acguisition and the
corporation, during the one-year period, has the
option to call the shares for redemption either at the
price at which the shares were acquired or at book
value per share as of the last day of the fiscal
10 quarter ended prior to the date of the call for
1l redemption. Such a redemption shall occur on the date
12 set in the call notice but not later than sixty days
13 after the call notice is given,

14 2. INFORMATION STATEMENT. A person propcsing to

15 make a control share acquisition shall deliver to the
16 issuing public corporation at its principal executive
17 office an information statement containing all of the
18 following:

Vo3 IO I, NFT L BN PP IR

19 a. The identity of the person,

20 b. A reference that the statement is made under

21 this section. :

22 c. The number of shares of the issuing public

23 corporation beneficially owned by the person.

24 d. A specification of which of the following 4

25 ranges of voting power in the election of directors
26 would result from consummation of the control share
27 acguisition:

28 {1) At least ten percent but less than twenty

29 percent. .

30 ({2) At least twenty percent but less than thirty
31 percent.

32 {3) At least thirty percent but less than forty
33 percent,

34 (4) At least forty percent but less than a

35 majority.

36 {S5) At least a majority.

37 e. The terms of the proposed control share

38 acquisition, including, but not limited to, the source
39 of funds or other consideration and the material terms
40 of the financial arrangements for the control share

41 acquisition, any plans or proposals of the acquiring
42 person to liguidate the issuing public corporation, to
43 sell all or substantially all of its assets, or merge
44 it or exchange its shares with any other person, to

45 change the location of its principal executive office
46 or of a material portion of its business activities,
47 to change materially its management or policies of

48 employment, to alter materially its relationship with
49 suppliers or customers or the communities in which it A
S50 operates, or make any other material change in its
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business, corporate structure, management oOr
personnel, and other information which would affect
the decisicn of a shareholder with respect to voting
on the proposed control share acquisition.

3. MEETING CF SHAREHOLDERS., Within five days
after receipt of an information statement pursuant to’
subsection 2, a special meeting of the shareholders of
the issuing public corporation shall be called
pursuant to section 496A.28 to vote on the proposed
control share acquisition. The meeting shall be held
11 no later than fifty-five days after receipt of the
12 information statement, unless the acquiring person
13 agrees tc a later date, and no sooner than thirty days
14 after receipt of the information statement, if the
15 acquiring person so requests in writing when
16 delivering the 1nformation statement. The notice of
17 the meeting shall at a minimum be accompanied by a
18 copy of the information statement and a statement
19 disclosing that the issuing public company recommends
20 acceptance of, expresses no opinion and is remaining

21 neutral toward, or is unable to take a position’with
Wespect to the proposed control share acquisition.
kN

H
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& he notice of meeting shall be given within twenty-
Wiive days after receipt of the information statement,
25 4. CONSUMMATION OF CONTROL SHARE ACQUISITION. The
258 acquiring person may consummate the proposed control
27 share acquisition if and only if both of the following
28 occur:

29 a. The proposed control share acquisition is

30 approved by the affirmative vote of the holders of a
31 majority of the voting power of all shares entitled to
32 vote which are not beneficially owned by the acquiring
33 person. A class or series of shares of the

34 corporation is entitled to vote as a class or series
35 if any provision of the control share acquisition

36 would, if contained in a proposed amendment to the

37 articles, entitle the class or series to vote as a

38 class or series.

3¢ b. The proposed control share acquisition is

40 consummated within one hundred eighty days after

41 shareholder approval.,"

w /e “/a /f 69,0
“94 Filed April 25, 198§ By MANN
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Amend Senate File 475 as passed by the Senate as
follows:

1, By striking everything after the enacting
clause and inserting the following:

"Section 1. Section 502,102, subsection 11, Code
1985, 1is amended tc read as follows

11. "Securities aAct of 1933", "Securities Exchange
Act of 1934", "Public Utility Holding Company Act of
1935", "Investment Company Act of 1%40", “Internal
Revenue Code of 1954" and “Agricultural Marketing Act"
mean the federal statutes of those namessy-as-amended
before-danuary-17-1976.

Sec. 2. Section 502,102, subsections 14, 15, 16
and 17, Code 1985, are amended by striking the
subsections and inserting the following:

14. For the purposes of sections 502.211 through
502.218, unless the context otherwise requires:

a. "Associate" means a person acting jointly or in
concert with another for the purpose of acquiring,
holding or disposing of, or exercising any voting
rights attached to the equity securities of a target
company.

b. "Equity security" means any stock or similar
security, and includes the following:

(1) Any security convertible, with or without
consideration, into a stock or similar security.

{2) Any warrant or right to subscribe to or
purchase a stock of similar security.

(3) Any security carrying a warrant or right to
subscribe to or purchase a stock or similar security.
{(4) Any other security which the administrator

deems to be of a similar nature and considers
necessary or appropriate, according to rules
prescribed by the administrator for the public
interest and protection of investors, to be treated as
an eguity security.

c. “Offeror" means a person who makes or in any
manner participates in making a takeover offer. It
does not include a supervised financial institution or
broker-dealer loaning funds toc an offeror in the
ordinary course of its business, or any supervised
financial institution, broker~dealer, attorney,
accountant, consultant, employee, or other person
furnishing information or advice to or performing
ministerial duties for an offeror, and who does not
otherwise participate in the takeover offer,

d. "Offeree" means the beneficial owner, who is a
resident of this state, of equity securities which an
offeror offers to acquire in connection with a
takeover offer.
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e. "Takeover offer”:

(1) Means the offer to acquire any equity
securities of a rarget company from a resident of this
state pursuant to a tender offer or request or
invitation for tenders, if after the acquisition of
all securities acquired pursuant to the offer either
of the followling are true:

{a) The offeror would be directly or indirectly a
beneficial owner of more than ten percent of any class
of the ocutstanding equity securities of the target
company.

(b) The beneficial ownership by the cfferor of any
class of the outstanding equity securities of the
target company would be increased by more than five
percent. However, this provision does not apply if
after the acquisition of all securities acquired
pursuant to the offer, the offeror would not be
directly or indirectly a beneficial cwner of more than
ten percent of any class of the outstanding equity
securities of the target company.

{2) Does not include the following: :

(a) An offer in connection with the acquisition of
a security which, together with all other acquisitions
by the offeror of securities of the same class of
equity securities of the target company, would not
result in the offeror having acquired more than two
percent of this class of securities during the
preceding twelve-month period.

(b) &an offer by the target company to acguire its
own egulty securities if such offer is subject to
section 13(e) of the Securities Exchange Act of 1934.

(c) An offer in which the target company is an
insurance company or insurance holding company subject
to regulation by the commissioner of insurance, a
financial institution subject to regulation by the
state superintendent of banking or the state auditor,
or a public utility subject to regulaticen by the
commerce commission.

f. "Target company" means an issuer of publicly-
traded eguity securities which has at least twenty
percent of 1ts equity securities beneficially held by
residents of this state and has substantial assets in
this state. For the purposes of this chapter, an
equity security is publicly traded if a trading market
exists for the security. A trading market exists 1f
the security is traded on a natiocnal securities
exchange, whether or not registered pursuan:t to the
Securities Exchange Act of 1934, cr on the over-the-
counter market.

g. "Beneficial owner" includes, but is not limited
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to, any person who directly or indirectly, tnrough any
contract, arrangement, understanding, or relationship,
has or shares the power to vote or direct the voting
of a security or has or shares the power to dispose of
or otherwise direct the disposition of the security.

A person is the beneficial owner of securities
beneficially owned by any relative or spouse or
relative of the spouse residing in the home of the
person, any trust or estate 1n which the person owns
ten percent or more of the total beneficial interest
or serves as trustee or executor, any corpcration or
entity in which the person owns ten percent or more of
the equity, and any affiliate or associate of the
person.

h. "Beneficial ownership" includes, but is not
limited to, the right, exercisable within sixty days,
to acquire securities through the exercise of options,
warrants, or rights or the conversion of convertible
securities. The securities subject to these options,
warrants, rights, or conversion privileges held by a
person are outstanding for the purpose of computing
the percentage of outstanding securities of the class
owned by the person, but are not outstanding for the
purpose of computing the percentage of the class owned
by any other person.

15, "Interest at the legal rate" means the
interest rate for judgments specified in section
535.3.

Sec. 3. Section 502.211, Code 1985, is amended by
striking the section and inserting the following:

502.211 REGISTRATION REQUIREMENT,.

1. It is unlawful for a person to make a takeover
offer or to acquire any equity securities pursuant to
the offer unless the offer is valid under sections
502.211 through 502.218. A takeover offer is
effective when the offeror files with the
administrator a registration statement containing the
information prescribed in subsection 6. Not later
than the date of filing of the registration statement,
the offeror shall deliver a copy of the registration
statement by certified mail to the target company at
its principal office and publicly disclose the
material terms of the proposed offer. Public
disclosure shall require, at a minimum, that a copy of
the registration statement be supplied to all broker-
dealers maintaining an office in this state currently
quoting the security.

2. The registration statement shall be filed on
forms prescribed by the administrator, and shall be
accompanied by a consent by the offeror to service of

o o e a e
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process and filing fee specified in section 502,216,
and contain the following information:

a. All information specified in subsection 6.

b. Two copies of all solicitation materials
intended to be used in the takeover offer, and in the
form proposed to be published, sent, or delivered to
offerees.

¢c. Additional information as prescribed by the
administrator by rule, pursuant to chapter 17A, prior
10 to the making of the offer.

1] 3. Registration shall not be considered approval
12 by the administrator, and any representation to the

13 contrary is unlawful,

14 4. Within three calendar days of the date of

15 filing of the registration statement, the

16 administrator may, by order, summarily suspend the

17 effectiveness of the takeover offer if the

18 administrator determines that the registration does

19 not contain all of the information specified in

20 subsection 6 or that the takeover offer materials

21 provided to offerees do not provide full disclosure to
22 offerees of all material information concerning the

23 takeover offer. The suspension shall remain in effect .

WO =) LD Ly b

24 only until the determination following a hearing held
25 pursuant to subsection 5,

26 5. A hearing shall be scheduled by the

27 administrator for each suspension under this section,
28 and the hearing shall be held within ten calendar days
29 of the date of the suspension. The administrator's

30 determination following the hearing shall be made

31 within three calendar days after the hearing has been
32 completed, but not more than sixteen days after the

33 date of the suspension. The administrator may

34 prescribe different time periods than those specified
35 in the subsection by rule or order.

36 I1f, based upon the hearing, the administrator finds
37 that the registration statement fails to provide for
38 full and fair disclosure of all material information
39 concerning the offer, or that the takeover is in

40 violation of any of the provisions of section 502.211
41 through 502.218, the administrator shall permanently
42 suspend the effectiveness of the takeover offer,

43 subject to the right of the offeror to correct

44 disclosure and other deficiencies identified by the

45 administrator and to reinstate the takeover offer by
46 filing a new or amended registration statement

47 pursuant to this section.

48 6. The form required to be filed by subsection 2,
49 paragraph "a", shall contain all of the following .
50 information:
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congideration u: to e us
equity security llC‘udA ;
describing any securit:
exchange for the equity
company and, 1f any part ne acguisition price is
or will be reDreseﬂ*ed by borrowed funds or other
consideration, a description of the material terms of
any financing arran oemeq** and the names of the
parties from whom the funds were or are to be
borrcwed.

c. If the offeror is cother than a natural person,
information concerning its crganization and
operations, inc’ud‘ng the year, form and jurisdiction
of lts organizaticn, a description cf each ciass of
equlty security ancé long-term debt, a description of
the business conducted by the offeror and its
subsidiaries and any material changes in the.offeror
or subsidiaries during the past three years, a
description of the lccaticn and character of the
principal properties of the offeror and its
subsidiaries, a description of any pending and
material legal or administrative proceedings in which
the offeror or any of 1ts affillates is a party, the
names of all directers and executive officers of the

fferor and their material business activities and
affiliations during the past five years, and financial
statements of the offercr in a form and for periods of
time as the administratcr may, pursuant to chapter 17A
and prior to the making of the offer, prescribe.

d. If the offeror is a ratural! person, informatiocn
concerning the cfferor's identity and backgrcung,
including business activities and affiliations during
the past five years and a description of any pending
anéd material legal or administrative proceedings in
which the offeror is a party.

e. If the purpscse cf the acquisition 1is to gain
control of the target ccmpany, the material terms of
any plans or proposals which the offercr has, upcn
gaining control, to ligulidate the target company, sell
its assets, effect its merger or consolidation, change
the location of 1ts principal executive office or of a
material pcrtion of 1ts business activities, change
its management or policies of employment, materially
alter its relationship with suppliers or customers or
the community in which it operates, or make any other
major changes in its business, corporate structure,

d in acg: any
pplicao*e, a statement
are being offered in

ies cf the tarqet
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management or personnel, and other information which
would materially affect the shareholders' evaluation
of the acquisition.

f. The number of shares or units of any equity
security of the target company ownad beneficially by
the offeror and any affiilate or asscciate of the
offeror, together with the name and address of each
affiliate or associate.

g. The material terms of any contract,
arrangement, or understanding with any other person
with respect to the eguity securities of the target
company by which the offeror has or will acquire any
interest in additional equity securities Of the target
company, or is or will be obligated to transfer any
interest 1n the equity securities to another.

h. 1Information required to be included in a tender
offer statement pursuant to section 14(d) of the
Securities Exchange Act of 1934 and the rules and
regulations of the securities and exchange commission
issued pursuant to the Act.

Sec. 4. Section 502.212, Code 1985, is amended by
striking the section and inserting the following:

502.212 FILING OF SOLICITATION MATERIALS.

Copies of all advertisements, clrculars, letters,
or other materials disseminated by the offeror or the
target company, scliciting or requesting the
acceptance or rejection of a takeover offer shall be
filed with the administrator and sent to the target
company or offeror not later than the time the
solicitation or request materials are first published,
sent, or given to the offerees. The administrator may
prohibit the use of any materials deemed false or
misleading.

Sec. 5. Section 502.213, Code 1985, 1is amended by
striking the section and inserting the following:

502.213 FRAUDULENT AND DECEPTIVE PRACTICES.

It is unlawful for an offeror, target company,
affiliate or associate of an offeror or target
company, or broker-dealer acting on behalf of an
offeror or target company to engage in a fraudulent,
deceptive, or manipulative act or practice in
connection with a takeover offer. For purposes of
this section, an unlawful act or practice includes,
byt is not limited to, the following:

1. The publication ©r use in connection with a
takeover offer of a false statement of a material
fact, or the omission of a material fact which renders
the statements made misleading.

2. The purchase of any of the equity securities of
an officer, director, or beneficial owner of five
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percent or mcre ¢f the equity securities »f the target
cocmpany by the cfferor or the target company for a

tc be paid to other
of the purchase are
rement filed pursuant

consideration greater than that
shareholders, unless Lhe termg
disclosed in a registration sta
to section S50Z.11.

3. The refusal by a target company to permit an
offeror who is a shareholder of record to examine or
copy its list of sharenolders, pursuant to the
applicable corporation statutes, for the purpose of
making a takeover offer.

4. The refusal by a target company to mail any
solicitation materials published by the offeror to its
security holders with reasonable promptness after
recelipt from the offeror of the materials, together
with the reasonable expenses of postage and handling.

5. The solicitaticn of any offeree for acceptance
or rejection of a takeover offer, or acquisition of
any equity security pursuant to a takeover offer, when
the offer is suspended under section 502.211,
provided, however, that the target company may
communicate during a suspension with its equity
security holders to the extent required to respoend to
the takecover offer made pursuant to the Securities
Exchange Act of 1934.

Sec. 6, Section 502.214, Code 1885, is amended by
striking the section and inserting the following:

502.214 LIMITATIONS ON OFFERORS.

1. A takecver offer shall contain substantially
the same terms for shareholders residing within and
outside this state.

2. An offeror shall provide that any equity
securities of a target company deposited or tendered
pursuant to a takeover offer may be withdrawn by or on
behalf of an offeree within seven days after the date
the offer has become effective and after sixty days
from the date the offer has become effective, or as
otherwise determined by the administrator pursuant to
a rule or order issued for the protection of the
shareholders.

3. If an offeror makes a takeover offer for less
than all the outstanding equity securities of any
class and, within ten days after the offer has become
effective and copies of the offer, or notice of any
increase in the consideration offered, are first
published or sent or given to equity security holders,
the number of securities deposited or tendered
pursuant to the offer 1s greater than the number of
securities that the offeror has offered to accept and
pay for, the securities shall be accepted pro rata,
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disregarding fractions, according to the number of
securities depcsited or tendered for each offeree.

4, If an offeror varies the terms of a takeover
offer before the offer's expiration date by increasing
the considerasion cfifered to equity security holders,
tne offeror shall pay the increased consideration for
all equity csecurities accepted, whether the securities
have been accepred bv the offeror befcre cr after the
varietion in the terms of the offer.

5. An cfferor shall not make a takeover offer or
acguire any =qgulty securities in this state pursuant
to a takeover offer during the periocd of vime that an
administrator's proceeding allieging a violation of
this chapter 1s pending against the cfferor.

6. An offeror shall not acquire, remove, Or
exercise control, directly or indirectly, over any
target company assets located in this state pursuant
to a takeover offer during tne pericd cf time that an
administrator's proceeding alleging & vieclation of
this chapter is pending against the offeror.

7. An offeror shall not acquire from a resident of
this state an equity security of any class of a target
company at any time within two years following the
last purchase of securlties pursuant to a takeover
offer with respect to that class, incliuding, but not
limited to, acquisitions made by purchase, exchange,
merger, consolidation, partial or complete
liquidation, redemption, reverse stock split,
recapitalization, reoprganization, or any other similar
transaction, unless the holders of the equity
securities are afforded, at the time of the
acquisition, a reasonable opportunity to dispese of
the securities to the offeror upon substantially
eguivalent terms as those provided in the earlier
takeover offer.

Sec. 7. Section 502.215, Ccde 1985, is amended by
striking the section and inserting the following:

502,215 ADMINISTRATION -- RULES AND ORDERS.

1. The administrator shall make and adopt rules
and forms as the administrator determines are
necessary to carry cut the purposes of sections
502.211 through 502.218,.

2. The administrator may by rule or order exempt
from any provision of sections 502.211 through 502.218
the following:

a. A proposed takecver offer or a
of takeover cffer which the administrat
does not have the purpose or effect of changing cr
influencing the ccentrol of a target company.

b. A proposed takeover cffer for which the

ML
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c. A person frem the reguirement of filing
statements.

3. In the event of a cornflict between the
provisions of crapter 17A and the provisions of
sections 502.211 through 502.218, the provisions of
secticnsg 502.2:1 through 502.218 shall prevail,

Sec. 8. NEW SECTION. 502.216 FEES AND EXPENSES.

The administirator shall charge a nonrefundable
filing fee of two hundred fifty dollars for a
registration statement filed by an offeror.

Sec. 9. NEW SECTION. 502.217 APPLICATION OF
CORPORATE TAKEQVER LAW.

If the target company is a public utility, public
utility holding cempany, naticnal banking association,
bank holding company, cor savings and loan association
which is subject to regulation by a federal agency and
the take over of such company 1s subject to approval
by the federal agency, sections 502.211 through
502.218 do rnot apply.

Sec. 10. NEW SECTION. 502.218 APPLICATION QF
SECURITIES LAW.

All of the provisions of this chapter which are not
in conflict with secticns 502.211 through 502.218,
apply to any taxeover offer involving a target
company.

Sec. 11. Secticn 502.407, Code 1985, 1is amended to
read as follows:

502.407 MISSTATEMENTS IN PUBLICITY.

It is unlawful for any perscn to make or cause to
be made, in any public report or press release, or in
other information which is either made generally
available to the public or used in opposition to a
tender offer, any statement of a material fact
relating to an-tsswer a target company or made in
connection with a tender cffer which is, at the time
and in the light of *he circumstances under which it
is made, false or misleading, if it is reasorably
foreseeable that such statement will i1nduce other
persons to buy, sell or hold securities of the tssuer
target company.

Sec. 12. Sectien 502.501, Code 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 3. 1In addition to other remedies
provided in this chapter, in a proceeding alleging a
violation of sections 502.211 through S02.218 the
court may provide that all shares acquired from a
resident of this state in violation of any provision

he
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of this chapter or rule order issued pursuant to this
chapter be denied voting rights for one year after
acguisition, that the shares be nontransferable on the
books of the target company, or that during this one-
year period the target company have the option to call
the shares for redemption either at the price at which
the shares were acguired or at book value per share as
of the last day of the fiscal quarter ended prior to
the date of the call for redemption, which redemption
shall occur on the date set in the call notice but not
later than sixty days after the call notice is given.”




