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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: 
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1 Section 1. LEGISLATIVE INTENT. 

2 1. FINDINGS. The general assembly finds that corporate 

3 takeovers, particularly hostile takeovers: 

4 a. Exaggerate the tendency of many businesses to focus on 

5 short-term performance to the detriment of such long-term 

6 societal interests as increased research and development, im-

7 proved productivity, and the modernization of physical plant 

8 and employee capabilities. 

9 b. Are often inconsistent with the economic interests of 

10 shareholders. 

11 c. In many instances threaten the ·jobs and careers of Iowa 

12 citizens and undermine the ethical foundations of companies, 

13 as when jbbs are eliminated and career commitments to 

14 employees are breached or ignored. 

15 d. Often result in plant closings or consolidations that 

16 damage communities dependent on the jobs and taxes provided by· 

17 these plants. 

18 e. Not infrequently wipe out long-standing customer stip-

19 plier relationships and the stability and continuity whi6h 

20 these relationships provide throughout society. 

21 f. Frequently tie up billions of dollars of scarce capital 

22 that could be more effectivelY a~plied. 

23 g. All too often stifle, and ultimately destroy, the 

24 entrepreneurial, innovative spirit of creative individuals in 

25 independent firms. 

26 h. Are usually conducted in an atmosphere and pursuant to 

27 laws that do not provide a reasonable opportunity for affected 

28 parties to make informed decisions. 

29 2. PURPOSE. The purpose of chapter 502A created und~r 

30 this Act is to: 

31 a. Assure that the impacts of corporate takeovers on all 

32 affected constituencies are identified and disclosed prior to 

33 the cqnsummation of these transactions. 

34 b. Provide to shareholders both necessary information and 

35 the opportunity to thus cast fully informed votes on any 
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l td~eove~ t:a:~sactions. 

2 c. Sr1ccuragc reasor1ed dec~sion ~cikirlg by assuring equal 

3 fj_nancial t~eat~en~ o~ all shareholders similarly situated at 

4 the lime a~y ~-a~eover atte~?t is initiated. 

s Sec. 2. Sec:io~ 496A.2, Code 198~, is amended by adding 

6 the fo:lowing new subsections: 

7 NEW SlJBSECT!ON. 

8 that is required to 

9 section 496A.74A. 

15. ''Acquiring pe:son'' means a person 

deliver an information statement under 

10 NE\\ SUBSI::CT ION. 16. ''Control share acquisition'' means an 

ll acquisitio~ of shares of an issuing public corporation re-

12 sulting in beneficial ownership by an acquiring person of a 

13 new range of voting power specified in section 496A.74A, 

14 subsection 2, paragraph ''d'', but does not include any of the 

15 following: 

16 a. An . . .... 
acqtllSl ~.,.1on before, or pursuant to an agreement en-

17 tered into before, the effective date of this Act. 
18 b. An acquisition by a donee pursuant to an inter vivos 

19 gift not made to avoid section 496A.74A or by a distributee as 

20 defined in section 633.3. 

21 c. An acquisition pursuant to a security agreement not 

22 created to avoid section 496~.74A. 

23 d. Ar1 acquisition under sections 496A.68 through 496A.74, 

24 if the issuing public corporation is a party to the transac-

2S tion. 

26 e. An acquisition from the issuing public corporation. 

27 NEW SUBSECTION. 

28 corporation with at 

17. ''Issuing public corporation" means a 

least fifty shareholders and having its 

29 principal place of business or substantial assets located in 

30 this state. 

3J Sec. 3. Nf.W SECTION. 496A.28A SOLICITATION FOR PROXY IN 

\· 32 CONTHOL SHAH!:: ACQUISITIONS. 

33 Notwithstanding any contrary provision of this chapter, a 

34 proxy relating to a meeting of shareholders required under 

35 section 496A.74A, subsection 3, shall be solicited separately 
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l from the ofter to purchase or solicitation of an offer to sell 

2 shares of the issuing public corporation and shall net be 

3 solicited sooner than thirty days befoce the meeting unless 

1 otherwise agreed in writing by the acquiring person and the 

5 Issuing public corporation. 

G Sec. 4. N8W SECTION. 496A.74A CONTROL SHARE ACQUISI-

7 TIONS. 

8 l. AUTEOR!ZA~ION IN ARTICLES. 

9 a. Unless otherwise expressly provided in the articles of 

10 an issuir1g pu~lic corporation, this section applies to a 

ll control share acquisition. 

17 b. All shares acquired by an acquiring person in violation 

13 of subsection 4 shall ~e denied voting rights for one year 

14 after acquisition, the shares shall be nontransferable on the 

15 books of the co!poration for one year after acquisition and 

16 the corporation, during the one-year period, has the option to 

17 call the shares for redemption either at the price at which 

18 the shares were acquired or at book value per share as of the 

19 last day of the fiscal quarter ended prior to the date of the 

70 call for redemption. Such a redemption shall occur on the 

;_l da·:...e set in the call notict- h:..1t not later than sixty days 

22 after 

n 2. 

the cal: notice is given.· 

lNFORMAT:ON STATEMENT. A person proposing to make a 

24 co•ttrol share acquisition shall deliver to the issuing public 

25 corporation at its principal executive office an information 

26 statement containing all of the following: 

27 a. The ~dentity of the person. 

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

29 tion. 

30 c. The number of shares of the issuing public corporation 

31 berteficially owned by the person. 

3? d. A specification of which of tl1e following ranges of 

33 voting power in the election of directors would result from 

34 consummiltion of the control s~1arc acquisit5.on: 
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l ( 2 ) At least twenty percent but less than th'ir.ty p:..:: '.c.·_.: ' 
2 ( 3 ) At least thirty percenl but less than fof (~' per cc:::• __ 

3 ( 4 ) At least forty percent but less ~ ha r~ a ma JOi' 1 cy. 

4 ( 5) .l~t ~east a majority. 

5 e. 1J.1he terms of the proposed control share al..":qui~;ttion, 

6 including, but not limited to, the source of furtds cr ot~12r 

7 consideration a11d the mater•al 

8 ments for the control share acquisition, any p~a:~s or )r·o-

9 posals of the acquiring person to liquidate the i.ssc<.nc; :o--· c 

10 corporation, to sell all or substantially all oZ ~ts 3S~'''~ 

ll or merge it or exchange its shares wi Lh any oi:ne·· pe• ·J,~ .• ·~ 

12 change the location of its principal execuc~ve of!icc oo oC ~ 

13 material portion of its business activities, to chdnye :<kl" 

14 terially its management or policies of employm~~L. lo a'te:· 

15 materially its relationship with suppliers 01· cuslorners o• ~ 

16 communities in which it operates, or make any other m2.c•:-•. 'c.·, 

17 change in its business, corporate strucltire, ma:•agemPnl nr 

18 personnel, and other information which woulcl aftet:t ~toP 

19 decision of a shareholder with respect to votjng on the 

20 proposed control share acquisition. 

21 3. t-H~ETING OF SHAREEOLDf:ItS. \\lithirt f.~.',Jt: dcys 2.L.· 

22 ceipt of an information statement pursudnt to subst-'ct-.iu:: !_. 

23 special meeting of the shareholders of the iss,;i~y p::~_i,-

24 corporation shall be called pursua11t to sectior1 4S&A.2~ ~'' 

25 vote on the proposed control share acqui.st~ i')lL '!"·h2 :L=:-r:.·., 

26 shall be held no later than fifty-five days 2h.i-'cl c<'Cf-'':·:: ,,; 

27 the information statement, unless the acq1Jirir1g 

28 to a later date, and no sooner than thirty days ., .": '- '....> ·-
c.._ L '· 1 

29 of the information statement, if the acqui r"iny :)cr·:;u,, :; · 

30 requests in writing when delivering the infc>t"I:tdtio!• '"'-"'··"'•'"''' 

31 The notice of the meeting shall at a minimum he acc•.:c·:Jc::.: :·c' ' 

32 a copy of the information statement and a state~e!~l disc·l(:~i~,-

33 that the issuing public compat\y recommends accep~a·cc o:. 

34 expresses no opinion and is remaining ne:.:t •c.l co•,·a•.C:: O:' •. o 

3S unablt' to take a pos:tion with respect_ co i":ilC: pru;.;c:-:~·:c 
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1 share acquisition. The notice of meet"ing shall be given 

2 within twenty-five days after receipt of the information 

3 statement. 

4 4. CONSUMMATION OF CONTROL SHARE ACQUISITION. The ac-

5 quiring person may consummate the proposed control share ac-

6 quisit.~on if and only if both of the following occur: 

7 a •. The proposed control share acquisition is approved by 

8 the affirmative vote of the holders of a majority of the 

9 voting power of all shares entitled to vote which are not 

10 beneficially owned ·by the acquiring person. A class or series 

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

12 series if any provision of the control share acquisition 

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

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

15 b. The proposed control share acquisition is consummated 

16 within one hundred eighty days after shareholder approval. 

17 Sec. 5. Section 502.601, subsection 1, Code 1985, is 

18 amended to read as follows: 

19 1. This chapter and cha:eter 502A shall be administered by 

20 the commissioner of insurance of the state of Iowa. The 

21 administrator shall appoint a deputy administrator who shall 

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

23 The deputy administrator Bfta~~-be is the principal operations 

24 officer of the securities department and Bfta~~-be is 

25 responsible to the administrator for the routine 

26 administration of tfte !hi~ chapter, chapter 502A, and the 

27 management of the securities department. In the absence of 

28 the administrator, whether because of vacancy in the office, 

29 by reason of absence, physical disability or other cause, the 

30 deputy administrator shall be the acting administrator and 

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

32 conferred upon the administrator. The administrator may by 

33 order from time to time delegate to the deputy administrator 

34 any or all of the functions assigned to the administrator in 

35 this chapter and chapter 502A. The administrator shall employ 

-5-

• 
j J 

. ' 
> I 



·~ 

'. 

e 

S • F • ~l?5J~ H • F' • 

l officers, attorneys, accountants, and other employees as shall 

2 be needed for the administration of the this chapter a~d 

3 chapter 502A. 

4 Sec. 6. NEW SECTION. 502A.l DEFINITIONS. 

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

6 qulres: 

7 1. An ''affiliate"' of, or a person ''affiliated'' with, a 

8 specified person means as defined in section 502.102. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

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. "Commi ss loner" 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 

18 participates in making a takeover offer. Offeror does not 

19 include a bank or broker-dealer loaning funds to an offeror in 

20 the ordinary course of its business, or a bank, broker-dealer, 

21 attorney, accountant, consultant, employee, or other person 

22 furnishing information or advice to or performing ministerial 

23 duties for an offeror, and not otherwise participating in the 

24 takeover offer. 

25 

26 

6. ''Offeree'' means the beneficial owner, residing in Iowa, 

of equity securities which an offeror offers to acquire in 

27 connection with a takeover offer. 

28 7. a. ''Takeover offer" means the offer to acquire any 

29 equity securities of a target company from a resident of this 

30 state pursuant to a tender offer or request or invitation for 

31 tenders, if after the acquisition of all securities acquired 

32 pursuant to the offer either of the following would occur: 

33 ( l ) The offeror would be directly or indirectly a bene-

34 ficial owner of more than ten percent of any class of the out-

35 standing equity securities of the target company. 

-6-
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1 (2) The beneficial ownership by the offeror of any class 

?. of the outstar.ding equity securities of the target company 

3 would be ir.creased by more than five percent. 

4 Subparagraph (2) does not apply if after the acquisition of 

5 all securities acquired pursuant to the offer, the offeror 

6 would not be directly or indirectly a beneficial owner of more 

7 than ten percent of any class of the outstanding equity 

8 securities of the target company. 

9 b. Takeover offer does not include: 

10 (l) An offer to exchange the securities of one issuer for 

ll the securities of another issuer, if the offer is registered 

12 under chapter 502. 

13 (2) An offer in connection with the 

14 security which, together with all other 

acquisition of a 

acquisitions by the 

lS offeror of securities of the same class of equity securities 

16 of the issuer, would not result in the offeror having acquired 

l7 more than two percent of this class during the preceding 

18 twelve-month period. 

19 {3) An offer by the issuer to acquire its own equity 

20 securities. 

21 (4) An offer in which the target company 1s an insurance 

2/. company subject to regulation by the commissioner, a financial 

23 institution regulated by the commissioner, or a public utility 

24 subject to regulation by the Iowa state commerce commissior.. 

2S 8. "Target company'' means an issuer of publicly traded 

76 eq1rity securities which has at least twenty percent of its 

2J equil:y securities beneficially held by residents of this state 

28 a11d has substantial assets in this state. For the purposes of 

29 this chapter, an equity security is publicly traded if a 

30 tradirlg market exists for the security at the time the offeror 

31 makes a takeover offer for the security. A tradirlg market 

32 exists if the security is traded on a national securities 

33 exchange, whether or not registered pursuant to the Securities 

34 Exchange Act of 1934, or the over-the-counter market. 

35 9. ''Be~eficial owner'' includes, but is not limited to, a 

-7-
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1 person who directly or indirectly through any contract, 

2 arrangement, understanding, relationship, or otherwise has or 

3 shares the power to vote or direct the voting of a security or 

4 the power to dispose of, or direct the disposition of, the 

5 security. "Beneficial ownership" includes, but is not limited 

6 to, the right, exercisable within sixty days, to acquire 

7 securities through the exercise of options, warrants, or 

8 rights or the conversion of convertible securities, or 

9 otherwise. The securities subject to these options, warrants, 

10 rights, or conversion privileges held by a person shall be 

11 deemed to be outstanding for the purpose of computing the 

12 percentage of outstanding securities of the class owned by 

13 this person, but shall not be deemed to be outstanding for the 

14 purpose of computing the percentage of the class owned by any 

15 other person. A person shall be deemed the beneficial owner 

16 of securities beneficially owned by any relative or spouse or 

17 relative of the spouse residing in the home of this person, 

18 any trust or estate in which this person owns ten percent or 

19 more of the total beneficial interest or serves as trustee or 

20 executor, any corporation or entity in which this person owns 

21 ten percent or more of the equity, and any affiliate or 

22 associate of this person. 

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

24 OFFERS. 

25 1. It is unlawful for a person to make a takeover offer or 

26 to acquire any equity securities pursuant to the offer, unless 

27 the offer is effective under this chapter. A takeover offer 

28 is effective when the offeror files with the commissioner a 

29 registration statement containing the information prescribed 

30 in subsection 6. The offeror shall deliver a copy of the 

31 registration statement by certified mail to the target company 

32 at its principal office and publicly disclose the material 

33 terms of the proposed offer, not later than the date of filing 

34 of the registration statement. Public disclosure requires, at 

35 a minimum, that a copy of the registration statement be 

-8-
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l s:1pplicd ~o all brcke:--dealers rr.cJ~ ·"'.:.a:..;~.:.:~ J.:: ····' :cc _ .. this 

2 state ctirrently q:.:o~.ing the sccu: '~-/-

3 2. The registration state~e~t shall Lc !i:ed o~ fo~ns 

4 prescribed by the co~~issio~er, and sha:l be accc~9anied by a 

5 consent by the offeror to service of prclcess and the filing 

6 fee specified in section 502A.8, and shall conta~'' the fol-

7 lowing information and such additional infoc~ation as the 

8 commissioner by rule prescribes: 

9 a. All of the information specified in s~bscction 6. 

10 b. Two copies of all solicitation materials intended to be 

11 used in the takeover offer in the form proposed to be 

12 published or sent or delivered to offerees. 

13 c. If the offeror is other than a natural person, informa-

14 tion concerning its organization and operatior1s, including the 

15 year, form and jurisdiction of its organization, a description 

16 of each c1ass of equity security and long-term debt, a de-

17 scription of the business conducted by the offeror and its 

18 subsidiaries and any material changes in the business during 

19 the past three years, a description of the location and 

20 character of the principal properties of the offeror and its 

21 subsidiaries, a description of any material pending legal or 

22 administrative proceedings in which the offeror or any of its 

23 subsidiaries is a party, the names of all directors and 

24 executive officers of the offeror and their material business 

25 activities and affiliations during the past three years, and 

26 financial statements of the offeror in a form and for a period 

27 of time as the commissioner by rule prescribes. 

28 d. If the offeror is a natural person, information con-

29 cerning the person's identity and background, including busi-

30 ness activities and affiliations during the past three years, 

31 and a description of any material pending legal or administra-

32 tive proceedings in which the offeror is a party. 

33 3. Registration is not deemed approval by the commissioner 

34 and any representation to the contrary is ur1lawful. 

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

-9-
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l registration statement, the cowmissioner may by order sum-

2 marily suspend the effectiveness of the takeover offer if the 

3 commissioner determines that the registration statement does 

4 not contain all of the information specified in subsection 6 

5 or that the takeover offer materials provided to offerees do 

6 not provide full disclosure to offerees of all material in-

7 formation concerning the takeover offer. The suspension shall 

8 remain in effect only until the determination following a 

9 hearing held pursuant to subsection 5. 

10 5. A hearing shall be scheduled by the commissioner with 

11 respect to each suspension under this -section and shall be 

12 held within ten calendar days of the date of the suspension. 

13 Chapter 17A does not apply to the hearing. The commissioner's 

14 determination made following the hearing shall be made within 

15 three calendar days after the hearing has been completed but 

16 not more than sixteen calendar days after the date of the 

17 suspension. The commissioner may prescribe different time 

18 limits than those specified in this subdivision by rule or 

19 order. If, based upon the hearing, the commissioner finds 

20 that the takeover offer fails to provide for full and fair 

21 disclosure to offerees of all material information concerning 

22 the offer, or that the takeover offer is in material violation 

23 of any provision of this chapter, the commissioner shall 

24 permanently suspend the effectiveness of the takeover offer, 

25 subject to the right of the offeror to correct disclosure and 

26 other deficiencies identified by the commissioner and to 

27 reinstitute the takeover offer by filing a new or amended 

28 registration statement pursuant to this section. 

29 6. The form required to be filed by subsection 2, para-

30 graph "a", shall contain the following information and 

31 additional information the commissioner by rule prescribes: 

~ 32 a. The identity and background of all persons on whose 

33 behalf the acquisition of any equity security of the issuer 

34 has been or is to be affected. 

35 b. The source and amount of funds or other consideration 

-10-
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l used or to be used in acquiring any equity security, 

2 including, if applicable, a statement describing any 

3 securities which are being offered in exchange for the equity 

4 securities of the issuer, and if any part of the acquisition 

5 price is or will be represented by borrowed funds or other 

6 consideration, a description of the material terms of any 

7 financing arrangements and the names of the parties from whom 

8 the funds were borrowed. 

9 c. If the purpose of the acquisition is to gain control of 

10 the target company, a statement of any plans or proposals 

11 which the person has, upon gaining control, to liquidate the 

12 issuer, sell its assets, effect its merger or consolidation, 

13 change the location of its principal executive office or of a 

14 material portion of its business activities, change its 

15 management or policies of employment, materially alter its 

16 relationship with suppliers or customers or the communities in· 

17 which it operates, or make any other major change in its 

18 business, corporate structure, management or personnel, and 

19 other information which would affect the shareholders' 

20 evaluation of the acquisition. 

21 d. The number of shares or units of any equity security o~ 

22 the issuer owned beneficially by the person and any affiliate 

23 or associate of the person, together with the name and address 

24 of each affiliate or associate. 

25 e. The material terms of any contract, arrangement, or 

26 understanding with any other person with respect to the equity 

27 securities of the issuer whereby the person filing the state-

28 ment has or will acquire any interest in additional equity 

29 securities of the issuer, or is or will be obligated to trans-

30 fer any interest in the equity securities to another. 

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

32 TERIALS. 

33 Copies of all advertisements, circulars, letters or other 

34 materials published by the offeror or the target company, 

35 soliciting or requesting the acceptance or rejection of the 

-11-
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l takeover offer, shall be filed with the commissioner and sent 

2 to the target company or offeror, respectively, not later than 

3 the time copies of the solicitation materials are first pub-

4 lished or used or sent to offerees. The commissioner may 

5 prohibit the 

6 commissioner 

7 Sec. 9. 

use of any solicitation materials the 

deems false or misleading. 

NEW SECTION. 502A.4 FRAUDULENT PRACTICES. 

8 It is unlawful for an offeror or target company or a 

9 controlling person of an offeror or target company or a 

10 broker-dealer acting on behalf of an offeror or target company 

11 to engage in a fraudulent practice in connection with a 

12 takeover offer. Fraudulent practice includes any of the fol-

13 lowing: 

14 l. The publication or use in connection with the offer of 

15 a false statement of a material fact or the omission to state 

16 a material fact necessary to make the statements made not e 17 misleading. 

18 2. The sale by any controlling shareholders of a target 

19 company of any of their equity securities to the offeror for a 

20 consideration greater than that to be paid other stockholders 

21 pursuant to the offer or the purchase of any of the securities 

22 of a controlling shareholder of the target company by the 

23 offeror for a consideration greater than that to be paid other 

24 shareholders, pursuant to an agreement not disclosed to the 

25 other shareholders. 

26 3. The refusal by a target company to permit an offeror 

27 who is a stockholder of record to examine its list of stock-

28 holders, and to make extracts from the list, pursuant to the 

29 applicable corporation statutes, for the purpose of making a 

30 takeover offer in compliance with this chapter, or in lieu 

31 thereof, the refusal to mail any solicitation materials 

32 published by the offeror to its security holders with 

33 reasonable promptness after receipt from the offeror of the 

34 materials together with the reasonable expenses of postage and 

35 handling. 

-12-
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l 4. The solicitation of an offeree for accepta~ce or re-

2 jection of a takeover offer or acquisition of an equity 

3 security pursuant to a takeover offer before the takeover 

4 offer is effective under this chapter or while the offer is 

5 suspended under this chapter. 

6 Sec. 10. NEW SECTION. 502A.5 LIMITATIONS ON OFFERORS. 

7 l. An offeror shall not make a takeover offer which is not 

8 made to stockholders in this state on substantially the same 

9 terms as the offer is made to stockholders outside this state. 

10 2. An offeror shall provide that any equity securities of 

ll a target company deposited or tendered pursuant to a takeover 

12 offer may be withdrawn by or on behalf of an offeree at any 

13 time within seven days from the date the offer has become 

14 effective under this chapter and after sixty days from the 

15 date the offer has become effective under this chapter, except 

16 as the commissioner otherwise prescribes by rule or order for 

17 the protection of investors. 

18 3. If an offeror makes a takeover offer for less than all 

19 the outstanding equity securities of any class, and if the 

20 number of securities deposited or tendered pursuant to the 

21 offer within ten days after the offer has become effective 

22 under this chapter and copies of the offer, or notice of any 

23 increase in the consideration offered, are first published or 

24 sent or given to security holders is greater than the number 

25 the offeror has offered to accept and pay for, the securities 

26 shall be accepted pro rata, disregarding fractions, according 

27 to the number of securities deposited or tendered by each 

28 offeree. 

29 4. If an offeror varies the terms of a takeover offer be-

30 fore its expiration date by increasing the consideration of-

31 fered to security holders, the offeror shall pay the increased 

32 consideration for all equity securities accepted, whether the 

33 securities have been accepted by the offeror before or after 

34 the variation in the terms of the offer. 

35 5. An offeror shall not make a takeover offer or acquire 

-13-



l a:~y eqtli~y secll~ities i~ ~ll~.s sta~e p~rs~ant to the takeover 

2 offer, at any ':in:e •..;hen a p:oceed:nc; by the co:nmissioner is 

3 pending against the offeror ailegi~g a violation of any provi-

4 sion o~ this chapter cr cnapter 502. 

S 6. An offerer shdll not acquire, remove or exercise con-

6 tro1, directly or indirectly, over any target company assets 

7 located in this state pursuant to a takeover offer at any time 

8 when a proceeding by the co~~issioner is pending against the 

9 offeror alleging a violation of any provision of this chapter 

10 or chapter 502. 

11 7. An offeror shall not acquire from a resident of this 

12 sta:e in any manner any equity securities of any class of a 

13 target company at any time within two years following the last 

14 purchase of securities pursuant to a takeover offer with 

15 respect to that class, including, but not limited to, 

16 acquisitions made by purchase, exchange, merger, 

17 consol:dation, partial or complete liquidation, redemption, 

18 reverse stock split, recapitalization, reorganization or any 

19 other similar transaction, unless the holders of the equity 

20 securities are afforded, at the time of the acquisition, a 

21 reasonable opportunity to dispose of the securities to the 

22 offeror upon substantially equivalent terms as those provided 

23 in the earlier takeover offer. 

24 

25 

26 

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

ORDERS. 

1. In administering this chapte(, the commissioner may 

27 exe(cise all powers granted to the commissioner under chapter 

28 502, which are not inconsistent with this chapter. 

29 2. The corr~issioner may adopt rules pursuant to chapter 

30 lJA as necessary to carry out the purposes of this chapter, 

31 including rules defining terms used in this chapte(. 

32 3. The commissioner may by rule or O(der exempt from any 

33 provision of this chapter a proposed takeover offer or a 

34 category or type of takeover offer which the commissioner 

35 determines does not have the purpose or effect of changing 0( 
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1 influencing the control of a target company or if the 

2 commissioner determines that compliance with this chapter is 

3 not necessary for the protection of the offerees, and the 

4 commissioner may similarly exempt any persons from the 

5 requirement of filing statements under this chapter. 

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

7 The commission shall charge a filing fee of two hundred 

8 fifty dollars for a registration statement filed by an offeror 

9 under this chapter. 

10 Sec. 13. NEW SECTION. 502A.8 INJUNCTIONS. 

11 If it appears to the commissioner that any person, 

12 including a controlling person of an offeror or target company 

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

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

15 sued pursuant to this chapter, the commissioner may issue and 

16 cause to be served upon the person an order requiring the 

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

18 action in the district court of the appropriate county to 

19 enjoin the act or practice and to enforce compliance with this 

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

21 the commissioner may refer the matter to the attorney general 

22 or the county attorney of the appropriate county. Upon a 

23 proper showing, the court may grant a permanent or temporary 

24 injunction or restraining order and may order rescission of 

25 any sales or purchases of securities determined to be unlawful 

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

27 chapter. The court shall not require the commissioner to post 

28 a bond. 

29 Sec. 14. NEW SECTION. 502A.9 PENALTIES -- STATUTE OF 

30 LIMITATIONS. 

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

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

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

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

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

-15-
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l five tl1ousand dollars or imprisoned not more than five years, 

2 or both. However, violations of section 502A.4 are subject to 

l the penalties provided for fraudulent practices under chapter 

4 714. Each of the acts specified constitute a separate oFfense 

5 and a prosecution or cOilviction for any one of Lhe offenses 

6 does not bar prosecution or conviction for any other offense. 

7 An indictment or information sha1.l not be re~urned for a 

8 violation of this chapter more than six years after the 

9 alleged violation. 

10 2. The commissioner may refer evidence available 

ll concerni1lg violations of this chapter or of a rule or o•·der 

12 adopted pursuant to this chapter to the attorney general or 

13 the county attorney of the appropriate county who may, wit~ <>r 

14 without any reference, institute the appropriate criminal 

15 p[oceedings under this chapter. If referred to a county at-­

torney, the councy attorney shall within ninety days file witl1 ,-16 
17 

18 

the commissioner a statement concerning action taken or, 

action has been taken, the reasons for taking no action. 
if "" 

19 3. This chapter does not limit the power of the state to 

20 punish a person for conduct which constitutes a crime under 

2i ar.y other statute. 

22 4. All shares 3cquired from an Iowa res1dent 111 violation 

23 of a provision of this chapter or a rule adopted pursui.>nt t.u 

24 this chapter, or an order of the commissioner of whici1 the 

2~ person has notice, shall be denied voting rig!1ts for one y2ar 

26 after acqui_sition, the shares shall be nontransferable o,-, r_t,,,, 

27 books of the target company for one year after acquisition .Jr1<.l 

28 the target company, during this one-year period, has the 

29 option to call the shares for redemption eitl•er at the pr1ce 

30 at which the shares were acquired or at book va!11e per share 

31 as of the last day of the fiscal 

37 date of the call for redemption. 

quarter 

Such a 

ended prior lo lhe 

redemption shall 

- 33 occur on the date set in the call notice but not later than 

34 sixty days after the call notice is give11. 

3S Sec. 15. NEW SECTION. S02A.l0 ClVtL LIABILTTT~S. 
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~ ..:: c 1~w or i:~ cqu~.:y. 

s . ;:; 

'l'p;.dP.r req<;i ~es only no c. ice of 

8 •..;il.!.ingr~~?s:; ~-.o pay the ar.ou:;t spPc~tiecJ in exchange for the 

9 secu~ J.ty. Notice rr:ay bE..> g~ve!l by ser.·;ice as in civLl. actions 

!0 or by cert~.fied mai.l 

ll liabl~. D,Jr:ta.ges are 

~o ttlc ~ast K~OWl1 arld~~ss of the person 

~~1e excess o~ P5~~er t~e vdlue of the 

:.2 security ~;n ~~e da~,P of ;:ll;rchnse ::.r its present value, 

13 w!;.ic!1e·Jc:r is qreater, u·;er !:.{H~ prese::t value of the considera-

2. Evc•ry pc~son wh:) d.i.~ect.ly or ~ndirectly controls a 

lfi perso11 :ial)lC under subscc;~itln 1, cvc~y partr1er, principal 

:7 Pxectitlve 0ffi.cer cr ~i~ccto: of s~cl1 a perso11, every person 

;a occupyi::g a si~:l~~ sta~us o~ perfor~i:1g sitnilar functions, 

~.9 eve:·y employee of sue!~ d pcrsotl who materially aids in the act 

20 or trdl1Sactiol1 ~Oil!~~it~tir1g t~e violation, ar1d every broker-

21 deale~ or agent who rea~crially aids in the act or transaction 

22 co:1st.it.ut·ir.g t!"-.e viol?.t-:or., 1s also liable jointly and 

23 s~verally wit~ and to the ::;a:nc t:xter1t as the person, unless 

~4 ttte E'Prficln wt~o w0~ld otberwi.se be liable proves that the 

2S person Gid n0t know; d:ld ir; the exc~·c:ise of reasonable care 

26 could not have know::, o[ the existe:1ce of the facts by reason 

27 of wl1i.ch tl1e liability j_s dllegcJ LO exisl. Contribution is 

2R available as itl cases of contract among the several persons so 

)l) liable. 

30 3. An acti.o•~ si1all not be maic1tai11ed ur1der this section 

31 unless com:nenced bPfore t.hP expicat.ion of t.hree years after 

32 tttc act or· transaction cor1s:.it.llling Lhe violation or the 

31 expi1·a~.io:1 of one year after the discovery of the facts 

34 constituting the vioJ.atiot·l, w!1ichever exr,ires Eirst. 

4 . The rights and re~edies under this c~1apter are in addi-

-17-



l tion to a11y ot~er :ights or rexcdies t~at exist at law or in 

2 equity. 

3 Sec. 16. NEll S:::CTION. 

1 TAKEOVJ::R '"AW. 

502A.ll APPLlCATION OF CORPORATE 

5 This c~apter does not apply if the target company is a 

6 public ut1lity, public utility holding company, national 

7 ban~~ng association, bank holding company or savi:1gs and loan 

8 association subject to regulation by a federal agency and the 

9 takeover of the company is subject to approval by that agency. 

10 Sec. 17. NEW SSCTION. 502A.l2 APPLICATION OF SECURITIES 

ll LA'</. 

12 All of the provisions of chapter 502 which are not in con-

13 flict with this chapter apply to a takeover offer involving a 

14 target company in this state. 

15 EXPLANATION 

i-16 
17 

This bill incorporates many of the provisions of Minnesota 

corporate takeover law as amended in 1984. The bill creates 

18 chapter 502A and provides that the administration of the chap-

19 ter rests with the commissioner of insurance. The bill de-

20 clares it unlawful for a person to make a takeover offer or to 

21 acqttire a11y equity securities pursuant to the offer unless the 

72 offer is effective under chapter 502A. The takeover offer lS 

23 effect1ve w~en the offeror files with the corrmissioner of 

24 insurance a registration statement containing information re-

25 quired under cl1apter 502A. 

26 The co:n.11issioner of insurance may suspend the effectiveness 

27 of the takeover offer if the commissioner determines that the 

28 registration statement does not contain all of the specified 

29 information or that the takeover offer materials provided to 

30 offerees do not provide full disclosure to offerees of all 

31 material i:lformation concerning the takeover offer. 

32 The ccmr:1issioner may by rule or order exempt any provision 

33 of chapter 502~ for a proposed takeover offer which the 

14 commissioner determines does not have the purpose or effect of 

35 changing or influencing the control of a target company or 

-18-



S.F. --~~H.F. 

1 where the co~missioner determines that compliance is not 

2 necessary for the protection of the offerees. 

3 ~ person who violales a provision of chapter 502A or any 

4 rule or order of the commission is guilty of a felony for 

5 whirh the person may be fined not more than $25,000 or im-

6 prisor.ment for not more than five years, or both. However, if 

7 the person commits a fraudulent practice as defined in the 

8 bill the penalties of chapter 714 apply. 

9 This bill creates and internally cites new sections 

10 496A.28A, 496A.74A, and 502A.l through 502A.12. 

ll 

12 

13 

14 

15 

16 

' -~ I 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

13 

31 

35 
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1 Amend Senate File 475 as follows: 
2 l. Ey s~riki~g ~verythir.g after the enacting 
3 clause and inserting the fo,lowing: 
4 "Section 1. Section 502.102, subsection 11, Code 
5 1985, is amended to ~ead as follows: 
6 11. "Securi.ties Act of 1933", "Securities Exchange 
7 Act of 1934'', ''Public Utility Holding Company Act of 
8 1935", ''Investment Company Act of 1940'', ''Internal 
9 Revenue Code of 1954'' and ''Agricultural Marketing Act'' 

10 mean the federal statutes of those names,-e~-ame~ded 
11 before-da~~ar7-z,-i9~6. 
12 Sec. 2. Section 502.102, subsections 14, 15, 16 
13 and 17, Code 1985, are anended by striking the 
14 subsections and ir.ser~ing :r.e following: 
15 14. For the pucpcses of sections 502.211 through 
16 502.218, unless the context otherwise requires: 
17 a. ''Associate'' means a person acting jointly or in 
18 
19 
20 
21 

-~; 
.,.24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

·-!~ . 50 

concert with anothe: 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: 

(l) 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. ''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 to an offeror in the 
ordinary course of its business, or any supervised 
financial i~stitution, bro~er-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. 

e. "Takeover offer": 
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1 (l) Mea~s ~~e off~r to acq~ire any equity 
2 securities cf a targe~ compa~y from a resident of this 
3 state pursuant ~o a ~-.e~der of:er or reql.lest or 
4 invitatior. fer tenders! if after the acquisition of 
5 all sec••rities acquired pursuan~ to che offer either 
6 of the followi~g are true: 
7 (a) The offeror would be directly or indirectly a 
8 beneficial owner ot ~ore than ten perce~t ot any class 
9 of the outstanding equity securities of the target 

10 company. 
11 (b) The benefisi~i ownership by the offeror of any 
12 class of the outsta~ding equity securities of t~e 
13 target company would be increased by more than five 
14 perc~nt. Howev2r: this provisio~ does not apply if 
15 after the acquisition of all securities acquired 
15 pursuant to the offer, :he offeror wc~ld ~ct be 
17 directly or ir.directly a beneficial owner o: more than 
18 ten percent of any class of the outstanding equity 
19 securities of the target company. 
20 (2) Does not include the :allowing: 
21 (a) An offer in connection with the acquisition of 
22 a security which, together with all other acquisitions 
23 by the offeror of securities of the same class of 
24 equity securities of the t~rget company, would not 
25 result in ~he offeror having acquired more than two 
26 percent ot this class of securities during the 
27 preceding twelve-month period. 
28 (b) An offer by the target company to acquire its 
29 own equity securities i~ S11ch offer is subject to 
30 section l3(e) of the Securities Exchange Act of 1934. 
31 (c) An offer in w}tich the target company is an 
32 insurance company or insurance holding company subject 
33 to regulation by the cormnissioner of insurance, a 
34 financial institution subject to regulation by the 
35 state superintendent of banking or the state auditor, 
36 or a public utility subject to regulation by the 
37 commerce commission. 
38 f. ''Target company'1 means an issuer of publicly-
39 traded equity securities which has at least twenty 
40 percent of its equity securities beneficially held by 
41 residents of this state and has substantial assets in 
42 this state. For the purposes of this chapter, an 
43 equity security is publicly traded if a trading market 
44 exists for tr.e security. A trading market exists if 
45 tb.e security is t:cded on a natio~al securities 
46 exchange, whether or not registered p~rsuant to the 
47 Securities Exchange Act of 1934, or on the over-the-
48 counter market. 
49 g. 11 Beneficial owner'1 includes, but is not limited 
50 to, any person who directly or indirectly, through any 

-2-



SEi~ATE 12 
AP~IL 10, 1985 

~s~3675 ?age 3 

l contract, arrangement, u~Cerstanding, o~ relationship, 
2 has or shares the power to vote or direct the voting 
3 of a security or has or shares the power to dispose of 
4 or otherwise direct the disposition of the security. 
5 A oerson is the beneficial owner of securities 
6 be~eficially owned by any relative or spouse or 
7 relative of the spouse residing in the home of the 
8 person, any trust or estate in which the person owns 
9 ten percent or more of the total beneficial interest 

10 or serves as trustee or executor, any corporation or 
11 entity in which the person owns ten percent or more of 
12 the equity, and any affiliate or associate of the 
13 person. 
14 h. ''Beneficial ownersh~p'' includes, but is not 
15 limited to, the right, exercisable within sixty days, 
l6 to acquire securities through the exercise of options, 
17 warrants, or rights or the conversion of convertible 
18 securities. The securities subject to these options, 
19 warrants, rights, or conversion privileges held by a 
20 person are outstanding for the purpose of computing 
21 the percentage of outstanding securities of the class 
22 owned by the person, but are not outstanding for the 
23 purpose of computing the percentage of the class owned 
24 by any other person. 
25 15. "Interest at the legal rate" means the 
26 interest rate for judgments specified in section 
27 535.3. 
28 Sec. 3. Section 502.211, Code 1985, is amended by 
29 striking the section and inserting the following: 
30 502.211 REGISTRATION REQUIREMENT. 
31 1. It.is unlawful for a person to make a takeover 
32 offer or to acquire any equity securities pursuant to 
33 the offer unless the offer is valid under sections 
34 502.211 through 502.218. A takeover offer is 
35 effective when the offeror files with the 
36 administrator a registration statement containing the 
37 information prescribed in subsection 6. Not later 
38 than the date of filing of the registration statement, 
39 the offeror shall deliver a copy of the registration 
40 statement by certified mail to the target company at 
41 its principal office and publicly disclose the 
42 material terms of the proposed offer. Public 
43 disclosure shall require, at a minimum, that a copy of 
44 the registration statement be supplied to all broker-
45 dealers maintaining an office in this state currently 
46 quoting the security. 
47 2. The registration statement shall be filed on 
48 forms prescribed by the administrator, and shall be 
49 accompanied by a consent by the offeror to service of 
50 process and filing fee specified in section 502.216, 
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1 and contain the following information: 
2 a. All information specified in subsection 6. 
3 b. Two copies of all solicitation materials 
4 intended to be used in the takeover offer, and in the 
5 form proposed to be published, sent, or delivered to 
6 offerees. 
7 c. Additional information as prescribed by the 
8 administrator by rule, pursuant to chapter 17A, prior 
9 to the making of the offer. 

10 3. Registration shall not be considered approval 
11 by the administrator, and any representation to the 
12 contrary is unlawful. 
13 4. Within three calendar days of the date of 
14 filing of the registration statement, the 
15 administrator may, by order, summarily suspend the 
16 effectiveness of the takeover offer if the 
17 administrator determines that the registration does 
18 not contain all of the information specified in 
19 subsection 6 or that the takeover offer materials 
20 provided to offerees do not provide full disclosure to 
21 offerees of all material information concerning the 
22 takeover offer. The suspension shall remain in effect 
23 only until the determination following a hearing held 
24 pursuant to subsection 5. 
25 5. A hearing shall be scheduled by the 
26 administrator for each suspension under this section, 
27 and the hearing shall be held within ten calendar days 
28 of the date of the suspension. The admin1strator's 
29 determination following the hearing shall be made 
30 within three calendar days after the hearing has been 
31 completed, but not more than sixteen days after the 
32 date of the suspension. The administrator may 
33 prescribe different time periods than those specified 
34 in the subsection by rule or order. 
35 If, based upon the hearing, the administrator finds 
36 that the registration statement fails to provide for 
37 full and fair disclosure of all material information 
38 concerning the offer, or that the takeover is in 
39 violation of any of the provisions of section 502.211 
40 through 502.218, the administrator shall permanently 
41 suspend the effectiveness of the takeover o:fer, 
42 subject to the right of the offeror to correct 
43 disclosure and other deficiencies identified by the 
44 administrator and to reinstate the takeover offer by 
45 filing a new or amended registration statement 
46 pursuant to this section. 
47 6. The form required to be filed by subsection 2, 
48 paragraph "a'', shall contain all of the following 
49 information: 
50 a. The identity and background of all persons on 
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whose behalf the acquisit:on of ar.y eq~ity sec~rity of 
~he target cc~pany has been or is to be e:fected. 

b. The source and a~o~1nt of f~nds or ether 
cc~sideration used or to be used in acquiring any 
equity secur:ty i~cludi~g, if applicable, a statement 
describing any sec~rities which are being offered in 
exchange for the equity securities of the target 
company and, if any part of the acquisition price lS 

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 or are to be 
borrowed. 

c. If the o:feror is other than a natural person, 
information concerning its organization and 
operations, including ~he year, form and jurisdiction 
of its organization, a description of each class of 
equity security and 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 location 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 its affiliates is a party, the 
names of all directors and executive officers of the 
offeror and their material business activities and 
affiliations 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 l7A 
and prior to the making of the offer, prescribe. 

d. If the offeror is a natural person, information 
concerning the offeror's identity and background, 
including business activities and affiliations during 
the past five years and a description of any pending 
and material legal or administrative 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 
its assets, effect its merge: 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 its business, corporate structure, 
management or personnel, and other information which 
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1 would materially affect the sha~eholcers' evaluation 
2 of the acquisition. 
3 f. The number of shares or units of any equity 
4 secu~ity of the target company owned beneficially by 
5 the offeror and any affiliate or associate of the 
6 offeror, together with the name and address of each 
7 affiliate or associate. 
8 g. The material terms of any contract, 
9 arrangement, or understanding with any other person 

10 with respect to the equity securities of the target 
11 company by which the offeror has or will acquire any 
12 interest in additional equity securities of the target 
13 company, or is or will be obligated to transfer any 
14 interest in the equity securities to another. 
15 h. Information required to be included in a tender 
16 offer statement pursuant to section l4{d) of the 
17 Securities Exchange Act of 1934 and the rules and 
18 regulations of the securities and exchange commission 
19 issued pursuant to the Act. 
20 Sec. 4. Section 502.212, Code 1985, is amended by 
21 striking the section and inserting the following: 
22 502.212 FILING OF SOLICITATION ~~TERIALS. 
23 Copies of all advertisements, circulars, letters, 
24 or other materials disseminated by the offeror or the 
25 target company, soliciting or requesting the 
26 acceptance or rejection of a takeover offer shall be 
27 filed with the administrator and sent to the target 
28 company or offeror not later than the time the 
29 solicitation or request materials are first published, 
30 sent, or given to the offerees. The administrator may 
31 prohibit the use of any materials deemed false or 
32 misleading. 
33 Sec. 5. Section 502.213, Code 1985, is amended by 
34 striking the section and inserting the following: 
35 502.213 FRAUDULENT AND DECEPTIVE PRACTICES. 
36 It is unlawful for an offeror, target company, 
37 affiliate or associate of an offeror or target 
38 company, or broker-dealer acting on behalf of an 
39 offeror or target company to engage in a fraudulent, 
40 deceptive, or manipulative act or practice in 
41 connection with a takeover offer. For purposes of 
42 this section, an unlawful act or practice includes, 
43 but is not limited to, the following: 
44 1. The publication or use in connection with a 
45 takeover offer of a false statement of a material 
46 fact, or the omission of a material fact which renders 
47 the statements made misleading. 
48 2. The purchase of any of the equity securities of 
49 an officer, director, or beneficial owner of five 
50 percent or more of the equity securities of the target 
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· 1 company by the of~eror o~ t~e ~arget company fer a 
2 consideration greater tha~ that to be paid to ether 
3 sha:eholders, unless the ~er~s of the curchase are 
4 disclosed tn a regis~ratian statement ~iled pursuant 
5 ~o secticn 502.11. 
6 3. The refusa: by a target company to permit an 
7 offeror who is a shareholder of record to examine or 
8 copy its list of shareholders, pursuant to the 
9 applicable corporation statutes, for the purpose of 

10 making a takeover offer. 
11 4. The refusal by a target company to mail any 
12 solicitation materials published by the offeror to its 
13 security holders with reasonable promptness after 
14 receipt Ercm the offeror of the materials, together 
~5 with the reasonable expenses of postage and handling. 
16 5. ~he solicitation of any offe~ee for acceptance 
17 or rejection of a taKeover offer, or acquisition of 
18 any equity security pursuant to a takeover offer, wher. 
19 the offer is suspended under sections 502.211, 
20 provided, however, that the target company may 
21 communicate during a suspension with its equity 
22 security holders to the extent required to respond to 
23 the takeover offer made pursuant to the Securities 

~ 24 Exchange Act of 1934. 
--~ 25 Sec. 6. Section 502.214, Code 1985, is amended by 

26 striking the sec~ion and inserting the following: 
27 502.214 LIMITATIONS ON OfFERORS. 
28 l. A takeover offer shall contain substantially 
29 the same terms fer shareholders residing within and 
30 outside this state. 
31 2. An offeror shall provide that any equity 
32 securities of a target company deposited or tendered 
33 pursuant to a takeover offer may be withdrawn by or on 
34 behalf of an offeree within seven days afte~ the date 
35 the offer has become effective and after sixty days 
36 from the date the offer has become effective, or as 
37 otherwise determined by the administrator pursuant to 
38 a rule or order issued for the protection of the 
39 shareholders. 
40 3. If an offeror makes a takeover offer for less 
41 than all the outstanding equity securities of any 
42 class and, within ten days after the offer has become 
43 effective and copies of the offer, or notice of any 
44 increase in the consideration offered, are first 
45 published or sent or given to equity security holders, 
46 the number of securities deposited or tendered 
47 pursuant to the offer is greater than the number of 
48 securities that the offeror has offered to accept and 

~ 49 pay for, the securities shall be accepted pro rata, 
1~ 50 disregarding fractions, according to the number of 
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1 securities deposited or tendered fer each offeree. 
2 4. If an offeror varies the terms of a takeover 
3 offer before the offer's expiration date by increasing 
4 the consideration offered to equity security holders, 
5 the offeror shall pay the increased consideration for 
6 all equity securities accepted, whether the securities 
7 have been accepted by the offeror before or after the 
8 variation in the terms of the offer. 
9 5. An offeror shall not make a takeover offer or 

liT acquire any equity securities in this state pursuant 
11 to a takeover offer during the period of time that an 
12 administrator's proceeding alleging a violation of 
13 this chapter is pending against the offeror. 
14 6. An offeror shall not acquire, remove, or 
15 exercise control, directly or indirectly, over any 
16 target company assets located in this state pursuant 
17 to a takeover offer during the period of time that an 
18 administrator's proceeding alleging a violation of 
19 this chapter is pending against the offeror. 
20 7. An offeror shall not acquire from a resident of 
21 this state an equity security of any class of a target 
22 company at any time within two years following the 
23 last purchase of securities pursuant to a takeover 
24 offer with respect to that class, including, but not 
25 limited to, acquisitions made by purchase, exchange, 
26 merger, consolidation, partial or complete 
27 liquidation, redemption, reverse stock split, 
28 recapitalization, reorganization, or any other similar 
29 transaction, unless the holders of the equity 
30 securities are afforded, at the time of the 
31 acquisition, a reasonable opportunity to dispose of 
32 the securities to the offeror upon substantially 
33 equivalent terms as those provided in the earlier 
34 takeover offer. 
35 Sec. 7. Section 502.215, Code 1985, is amended by 
36 striking the section and inserting the following: 
37 502.215 ADMINISTRATION -- RULES AND ORDERS. 
38 l. The administrator shall make and adopt rules 
39 and forms as the administrator determines are 
40 necessary to carry out the purposes of sections 
41 502.211 through 502.218. 
42 2. The administrator may by rule or order exempt 
43 from any provision of sections 502.211 through 502.218 
44 the following: 
45 a. A proposed takeover offer or a category or type 
46 of takeover offer which the administrator determines 
47 does not have the purpose or effect of changing or 
48 influencing the control of a target company. 
49 b. A proposed takeover offer for which the 
50 administrator determines that compliance with the 
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~ sect~ons 1s ~ot necessary for the protec:ion of the 
2 cfferees. 
3 c. A person fro~ the requirement of filing 
4 stateme:-~ts. 

5 3. I:1 the event o: a conflict between the 
6 provisions of chap:er 17A and the provisions of 
7 sections 502.211 througn 502.218, the provisions of 
8 sections 502.211 through 502.218 shall prevail. 
9 Sec. 8. NEW SECTION. 502.216 FEES AND EXPENSES. 

10 The administrator shall charge a nonrefundable 
ll filing fee of two hundred fifty dollars for a 
12 registration statement filed by an offeror. 
13 Sec. 9. NEW SECTION. 502.217 APPLICATION OF 
14 CORPORATE TAKEOVER LAW. 
15 If the target company is a public utility, public 
16 utility holding co~pany, national banking association, 
17 bank ho~ding company, or savings and loan association 
18 which is 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 
21 502.218 do not apply. 
22 Sec. 10. NEW SECTION. 502.218 APPLICATION OF 
23 SECURITIES LAW . 
24 All of the provisions of this chapter which are not 
25 in conflict with sections 502.211 through 502.218, 
25 apply to any takeover offer involving a target 
27 company. 
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 to 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 a~-~s3~e~ a target company or made in 
37 connection with a tender offer which is, at the time 
38 and in the light of the circumstances under which it 
39 is made, false or misleading, if it is reasonably 
40 foreseeable that such statement will induce other 
41 persons to buy, sell or hold securities of the ~~~~e~ 
42 target company. 
43 Sec. 12. Section 502.501, Code 1985, 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 through 502.218 the 
48 court may provide that all shares acquired from a 
49 resident of this state in violation of any provision 
50 of this chapter or rule order issued pursuant to this 
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• chacter be denied voting rights for one year after 
2 acc~isition, that the shares be nontransferable on the 
3 bOCKS of the target company, or that during this one-
4 year period the target company have the option to call 
5 the shares for redemption either at the crice at which 
6 the shares were acquired or at book value per share as 
7 of the last day of the fiscal quarter ended prior to 
8 the date of the call Eor redemption, ~hich ~edemption 
9 shall occur on the date set in the call ~otice but not 

10 later than sixty days after the ca~l notice is given. 
11 Sec. 13. There is established a co~~ittee to study 
12 the laws and penalties relating to corporate taKeovers 
13 composed of nine members. The members shall be 
~4 appointed as follows: 
15 l. A democratic and a republican member of the 
l6 senate and a democratic and a republican member of the 
17 house, to be appointed by the legislative council. 
18 2. The superintendent of securities, or the 
19 superintendent's designee. 
20 3. The attorney general, or the attorney general's 
21 designee. 
22 4. Three public members, to be appointed by the 
23 office of the governor, who shall have the following 
24 qualifications: 
25 a. One member to be an attorney currently licensed 
26 to practice law in this state and knowledgeable on 
27 corporate law matters. 
28 b. One member to be a stock broker-dealer 
29 currently licensed to buy, sell, or otherwise deal in 
30 securities in this state. 
31 c. One member to be a professor of law currently 
32 teaching in the area of corporate law and procedure. 
33 Public members of the study committee shall receive 
34 a per diem of forty dollars and be reimbursed for 
35 their travel and other necessary expenses actually 
36 incurred in the performance of their official duties. 
37 Public employees who are members of the study 
38 co~~ittee shall be reimbursed for travel and other 
39 expenses actually incurred in the performance of their 
40 official duties. 
41 The study committee may request that the 
42 legislative council provide staff for the study 
43 committee from the staff of the legislative service 
44 bureau. The state government agencies shall provide 
45 any assistance requested by the study committee. 
46 The study co~~ittee shall transmit copies of its 
47 final report to the general assembly on or before 
48 January 13, 1986." 

S-3675 Fi.led Aori.l 9, 1985 
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l Amend Senate File 475 as passed by the Senate as 
2 follows: 
3 l. By striking everything after the enacting 
4 
5 
6 
7 
8 
9 

10 
ll 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

,.47 
.48 

49 
50 

clause and inserting the following: 
"Section 1. Section 502.102, 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 
Revenue Code of 1954'' and ''Agricultural Marketing Act" 
mean the federal statutes of those names,-~~-ame~ded 
befo~e-aanu~~y-y,-~9?6. 

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 equity 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 to 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. 

-1-
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1 e. "Takeover offer'': 
2 (l) Means the offer to acquire any equity 

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 

J 
4 
5 
6 
7 
8 
9 

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. 

10 
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 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

(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 
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 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 
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 regulation by the 
commerce commission. 

f. ''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 1n 
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 

-2-
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1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
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 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

-~ 49 
50 

to, any person who directly or indirectly, through 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 in which the person owns 
ten percent or more of the total beneficial interest 
or 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 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 

-3-
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1 process and filing fee specified in section 502.216, 
2 and contain the following information: 
3 a. All information specified in subsection 6. 
4 b. Two copies of all solicitation materials 
5 intended to be used in the takeover offer, and in the 
6 form proposed to be published, sent, or delivered to 
7 offerees. 
8 c. Additional information as prescribed by the 
9 administrator by rule, pursuant to chapter 17A, prior 

10 to the making of the offer. 
11 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 
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 If, 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: · 

• 



PAGE TEN, APRIL 22, 1985 HOUSE CLIP S!iEE'l' 

H- 39 2 3 
Page Five 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

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 amount of funds or other 
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 acquisition price is 
or will be represented by borrowed funds or other 

ll consideration, a description of the material terms of 
any financing arrangements and the names of the 
parties from whom the funds were or are to be 
borrowed. 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

&23 
.24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

-

47 
8 
9 

50 

c. If the offeror is other than a natural person, 
information 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 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 location 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 its affiliates is a party, the 
names of all directors and executive officers of the 
offeror and their material business activities and 
affiliations 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 l7A 
and prior to the making of the offer, prescribe. 

d. If the offeror is a natural person, information 
concerning the offeror's identity and background, 
including business activities and affiliations during 
the past five years and a description of any pending 
and material legal or administrative 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 
its assets, effect its merger or consolidation, change 
the location of its principal executive office or of a 
material oortion 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 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 
ll with respect to the equity securities of the target 
12 company by which the offeror has or will acquire any 
13 interest in additional equity securities of the target 
14 company, or is or will be obligated to transfer any 
15 interest in the equity securities to another. 
16 h. Information requi~ed to be included in a tender 
17 offer statement pursuant to section 14{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 is 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 
SO an officer, director, or beneficial owner of five 
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1 percent or more of the equity securities of the target 
2 company by the offeror or the target company for a 
3 consideration greater than that to be paid to other 
4 shareholders, unless the terms of the purchase are 
5 disclosed in a registration statement filed pursuant 
6 to section 502.11. 
7 3. The ref~sal by a target company to permit an 
8 offeror who is a shareholder of record to examine or 
9 copy its list of shareholders, pursuant to the 

10 applicable corporation statutes, for the purpose of 
ll making a takeover offer. 
12 4. The refusal by a target company to mail any 
13 solicitation materials published by the offeror to its 
14 security holders with reasonable promptness after 
15 receipt from the offeror of the materials, together 
16 with the reasonable expenses of postage and handling. 
17 5. The solicitation of any offeree for acceptance 
18 or rejection of a takeover offer, or acquisition of 
19 any equity security pursuant to a takeover offer, when 
20 the offer is suspended under section 502.211, 
21 provided, however, that the target company may 

-

22 communicate during a suspension with its equity 
23 security holders to the extent required to respond to 
24 the takeover offer made pursuant to the Securities 
25 Exchange Act of 1934. 
26 Sec. 6. Section 502.214, Code 1985, is amended by 
27 striking the section and inserting the following: 
28 502.214 LIMITATIONS ON OFFERORS. 
29 1. A takeover offer shall contain substantially 
30 the same terms for shareholders residing within and 
31 outside this state. 
32 2. An offeror shall provide that any equity 
33 securities of a target company deposited or tendered 
34 pursuant to a takeover offer may be withdrawn by or on 
35 behalf of an offeree within seven days after the date 
36 the offer has become effective and after sixty days 
37 from the date the offer has become effective, or as 
38 otherwise determined by the administrator pursuant to 
39 a rule or order issued for the protection of the 
40 shareholders. 
41 3. If an offeror makes a takeover offer for less 
42 than all the outstanding equity securities of any 
43 class and, within ten days after the offer has become 
44 effective and copies of the offer, or notice of any 
45 increase in the consideration offered, are first 
46 published or sent or given to equity security holders, 

-

47 the number of securities deposited or tenJered 
· 48 pursuant to the offer is greater than the number of 

49 securities that the offeror has offer~d to accept and 
50 pay for, the securities shall be accepted pro rata, 
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1 disregarding fractions, according to the number of 
2 securities deposited or tendered for each offeree. 
3 4. If an offeror varles the terms of a takeover 
4 offer before the offer's expiration date by increasing 
5 the consideration offered to equity security holders, 
6 the offeror shall pay the increased consideration for 
7 all equity securities accepted, whether the securities 
8 have been accepted by the offeror before or after the 
9 variation ln the terms of the offer. 

10 5. An offeror shall not make a takeover offer or 
11 acquire any equity securities ln this state pursuant 
12 to a takeover offer during the period of time that an 
13 administrator's proceeding alleging a violation of 
14 this chapter is pending against the offeror. 
15 6. An offeror shall not acquire, remove, or 
16 exercise control, directly or indirectly, over any 
17 target company assets located in this state pursuant 
18 to a takeover offer during the period of time that an 
19 administrator's proceeding alleging a violation of 
20 this chapter is pending against the offeror. 
21 7. An offeror shall not acquire from a resident of 
22 this state an equity security of any class of a target 
23 company at any time within two years following the 
24 last purchase of securities pursuant to a takeover 
25 offer with respect to that class, including, but not 
26 limited to, acquisitions made by purchase, exchange, 
27 merger, consolidation, partial or complete 
28 liquidation, redemption, reverse stock split, 
29 recapitalization, reorganization, or any other similar 
30 transaction, unless the holders of the equity 
31 securities are afforded, at the time of the 
32 acquisition, a reasonable opportunity to dispose of 
33 the securities to the offeror upon substantially 
34 equivalent terms as those provided in the earlier 
35 takeover offer. 
36 Sec. 7. Section 502.215, Code 1985, is amended by 
37 striking the section and inserting the following: 
38 502.215 ADMINISTRATION -- RULES AND ORDERS. 
39 1. The administrator shall make and adopt rules 
40 and forms as the administrator determines are 
41 necessary to carry out the purposes of sections 
42 502.211 through 502.218. 
43 2. The administrator may by rule or order exempt 
44 from any provision of sections 502.211 through 502.218 
45 the following: 
46 a. A proposed takeover offer or a category or type 
47 of takeover offer which the administrator determines 
48 does not have the purpose or effect of changing or 
49 influencing the control of a target cQmpany. 
50 b. A proposed takeover offer for which the 
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1 administrator determines that compliance with the 
2 sections is not necessary for the protection of the 
3 offerees. 
4 c. A person from the requirement of filing 
5 statements. 
6 3. In the event of a conflict between the 
7 provisions of chapter 17A and the provisions of 
8 sections 502.211 through 502.218, the provisions of 
9 sections 502.211 through 502.218 shall prevail. 

10 Sec. 8. NEW SECTION. 502.216 FEES AND EXPENSES. 
11 The administrator shall charge a nonrefundable 
12 filing fee of two hundred fifty dollars for a 
13 registration statement filed by an offeror. 
14 Sec. 9. NEW SECTION. 502.217 APPLICATION OF 
15 CORPORATE TAKEOVER LAW. 
16 If the target company is a public utility, public 
17 utility holding company, national banking association, 
18 bank holding company, or savings and loan association 
19 which is subject to regulation by a federal agency and 
20 the take over of such company is subject to approval 
21 by t~e federal agency, sections 502.211 through 
22 502.218 do not apply. 
23 Sec. 10. NEW SECTION. 502.218 APPLICATION OF 
24 SECURITIES LAW. 
25 All of the provisions of this chapter which are not 
26 in conflict with sections 502.211 through 502.218, 
27 apply to any takeover offer involving a target 
28 company. 
29 Sec. 11. Section 502.407, Code 1985, is amended to 
30 read as follows: 
31 502.407 MISSTATEMENTS IN PUBLICITY. 
32 It is unlawful for any person to make or cause to 
33 be made, in any public report or press release, or in 
34 other information which is either made generally 
35 available to the public or used in opposition to a 
36 tender offer, any statement of a material fact 
37 relating to en-±~~ae~ a target company or made in 
38 connection with a tender offer which is, at the time 
39 and in the light of the circumstances under which it 
40 is made, false or misleading, if it is reasonably 
41 foreseeable that such statement will induce other 
42 persons to buy, sell or hold securities of the ~~~tle~ 
43 target company. 
44 Sec. 12. Section 502.501, Code 1985, is amended by 
45 adding the following new subsection: 
46 NEW SUBSECTION. 3. In addition to other remedies 
47 provided in this chapter, in a proceeding alleging a 
48 violation of sections 502.211 through 502.218 the 
49 court may provide that all shares acquired from a 
50 resident of this state in violation of any provision 
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1 of this chapter or rule order issued pursuant to this 
2 chapter be denied voting rights for one year after 
3 acquisition, that the shares be nontransferable on the 
4 books of the target company, or that dur1ng. th1s one­
S year period the target company have the optlon to call 
6 the shares for redemption e1ther at the pr1ce at wh1ch 
7 the shares were acquired or at book value per share as 
8 of the last day of the fiscal quarter ended pr1or to 
9 the date of the call for redemption, which redemption 

10 shall occur on the date set in the call not1ce but no: 
11 later than sixty days after the call notlce lS g1ven. 

H-3923. FiljED APRIL 19, 1985 BY SWARTZ of '1arshall 
rl.~C-i 4/,:;._z Its- (1 ll.J5') 

SENATE FILE 475 
H-3807 

1 Amend Senate File 475 as passed by the Senate, as 
2 follows: 
3 1. Page 1, by inserting before line 1 the 
4 following: 
5 "Sec. NEW SECTION. 476.18A ALLOCATION OF 
6 ACQUISITION COSTS. 
7 The commission shall not allow an investor-owned 
8 public utility to treat as below-the-line expenditures 
9 the purchase cost or associated costs involved in the 

10 purchase of an existing electric or gas public 
11 utility. The commission shall assign the purchase 
12 cost and associated costs to the stockholders of the 
13 investor-owned public utility." 
14 2. Title page, line 1, by inserting 
15 word "to• the following: "corporations 
16 provisions relating to costs charged by 
17 public utilities and to". 

after the 
including 
investor-owned 

18 3. By renumbering sections as necessary. 
H-3807 FILE,P APRIL 16, 1985 BY PARKER of .Jasper 
:J'.h .. a..J? a/. 'i'/~~ (;/' 113>) 

SENATE FILE 475 
H-3769 

l Amend Senate File 475 as passed by the Senate as 
2 follows: 
3 1. By striking page 2, line 5 through page 5, 
4 line 16. 
5 2. Page 9, line 6, by striking the figure 
6 "502A.8" and inserting the figure "502A.7". 

FILED APRIL 12, 
cj. f-';0~ tfJ /lJ,-) 

1985 
BY COMMITTEE ON Sl-IJ\LL 

BUSINESS AND CO!~~ERCE 

• 

.. . 
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l Amend the House amendment S-3947 to Senate File 475 
2 as amended, passed and reprinted by the Senate as 
3 follows: 
4 l. ?age 1, by inserting after line 4 the 
5 following: 
6 ''Section 1. Section 496A.2, Code 1985, is amended 
7 by adding the following new subsections: 
8 NEW SUBSECTION. 15. ''Acquiring person'' means a 
9 person that is required to deliver an information 

10 statement under section 496A.74A. 
11 !'lEW SUBSECTION. 16. "Control share acquisition" 
12 means an acquisition of shares of an issuing public 
13 corporation resultir.g in beneficial ownership by an 
14 acquiring person of a new range of voting power 
15 specified in section 496A.74A, subsection 2, paragraph 
16 ''d'', but does not include any of the following: 
17 a. An acquisition before, or pursuant to an 
18 agreement entered into before, the effective date of 
19 this Act. 
20 b. An acquisition by a donee pursuant to an inter 
21 vivos gift not made to avoid section 496A.74A or by a 
22 distributee as defined in section 633.3. 

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

d. An acquisition under sections 496A.68 through 
26 496A.74, if the issuing public corporation is a party 
27 to the transaction. 
28 e. An acquisition from the issuing public 
29 corporation. 
30 NEW SUBSECTION. 17. ''Issuing public corporation" 
31 means a corporation with at least fifty shareholders 
32 and having its principal place of business or 
33 substantial assets located in this state. 
34 Sec. 2. NEW SECTION. 496A.28A SOLICITATION FOR 
35 PROXY IN CONTROL SHARE ACQUISITIONS. 
36 Notwithstanding any contrary provision of this 
37 chapter, a proxy relating to a meeting of shareholders 
38 required under section 496A.74A, subsection 3, shall 
39 be solicited separately from the offer to purchase or 
40 solicitation of an offer to sell shares of the issuing 
41 public corporation and shall not be solicited sooner 
42 than thirty days before the meeting unless otherwise 
43 agreed in writing by the acquiring person and the 
44 issuing public corporation. 
45 Sec. 3. NEW SECTION. 496A.74A CONTROL SHARE 
46 ACQUISITIONS. 
47 1. AUTHORIZATION IN ARTICLES. 

8 a. Unless otherwise expressly provided in the 
articles of an issuing public corporation, this 
section applies to a control share acquisition. 

-1-



S£:\_7\"'>: ;_ 3 
APRIC, 26, 1935 

S-4013 page 2 

l b. All shares acquired by an acquir1ng person in 
2 violation of subsection 4 s~a:l be denied voting 
3 rights for one year after acquisition, the shares 
4 shall be nontransferab~e on the books of the 
5 corporation :or one year after acquisition and the 
6 corporation, during the one-year period, has the 
7 option to call the shares for redemption either at the 
8 price at which the shares were acquired or at book 
9 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 is given. 
14 2. INFOR~~TION 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: 
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 
25 ranges of voting power in the election of directors 
26 would result from consummation of the control share 
27 acquisition: 
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 (5) 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 liquidate 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 
50 operates, or make any other material change in its 

-2-
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1 business, corporate structure, management or 
2 personnel, and other information which would affect 
3 the decision of a shareholder with respect to voting 
4 on the proposed control share acquisition. 
5 3. MEE~ING OF SF~REHOLDERS. Within five days 
6 after receipt of an information statement pursuant to 
7 subsection 2, a special meeting of the shareholders of 
8 the issuing public corporation shall be called 
9 pursuant to section 496A.28 to vote on the proposed 

10 control share acquisition. The meeting shall be held 
11 no later than fLfty-five days after receipt cf the 
12 information statement, unless the acquiring person 
13 agrees to a later date, and no sooner than thirty days 
14 after receiot 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. 
23 The notice of meeting shall be given within twenty-
24 five days after receipt of the information statement. 
25 4. CONSU~J~TION OF CONTROL SHARE ACQUISITION. The 
26 acquiring person may consummate the proposed control 
27 share acquisition if and only if both of the following 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

~Yu-~' 
• 

'-0~ /)./ .... -... 

occur: 
a. The proposed control share acquisition is 

aooroved bv the affirmative vote of the holders of a 
m~)ority o~ the voting power of all shares entitled to 
vote which ar~ nol beneficially owned by the acquiring 
person. A class or series of shares of the 
corporation is ent:tled 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: 

usee. 13. Sectior:s 
effect July 1, 1986." 

1 through 3 of this Act take 

S-4013 Filed April 25, 1935 By MANN 
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1 Amend the House amendment S-3947 to Senate File 475 
2 as amended, passea1 and reprinted by the Senate as 
3 follows: 
4 1. Page 1, line 50, by inserting after the word 
5 "offer.'' the following: ''However, for the purposes of 
6 section 502.217, if the offeree is a municipal 
7 utility, an offer of either equity securities or 
8 assets are sufficient to make the municipal utility an 
9 offeree, irregardless of any other test within this 

10 definition." 
11 2. Page 2, line 38, by inserting after the word 
12 "commission." the following: "However, for the 
13 purpose of section 502.217, if the public utility is a 
14 municipal utility, the term "take over offer" includes 
15 municipal utilities, notwithstanding any other portion 
16 of or test within this definition.'' 
17 3. Page 2, line 49, by inserting after the word 
18 "market.'' the following: ''However, for the purposes 
19 of section 502.217, the term ''target company'' shall 
20 include municipal utilities notwithstanding any other 
21 portion of or test within this definition.'' 
22 4. Page 3, line 14, by inserting after the word 
23 ''person.'' the following: ''For the purposes of section 
24 502.217, the term "beneficial owner'' includes the 
25 owner of stock or assets of a municipal utility 
26 irregardless of any other portion of or test within 
27 this definition." 
28 5. Page 3, line 25, by inserting after the word 
29 "person.'' the following: "For the purposes of section 
30 502.217, the term "beneficial ownership" includes the 
31 ownership of stock or assets of a municipal utility 
32 irregardless of any other portion of or test within 
33 this definition." 
34 6. Page 9, by striking lines 14 through 22 and 
35 inserting the following: 
36 "Sec. 9. NEW SECTION. 502.17 APPLICATION OF 
37 CORPORATE TAKEOVER LAW. 
38 If the target company is a public utility, public 
39 utility holding company, national banking association, 
40 bank holding company, or savings and loan association 
41 which is subject to regulation by a federal agency and 
42 the take over of such company is subject to approval 
43 by the federal agency, sections 502.211 through 
44 502.216 and 502.218 do not apply. However, for the 
45 purposes of this section, if the target company is a 
46 public utility, and a takeover has been consumrr.ated, 
47 either by stock purchase or purchase of assets and if 
48 that offeror is an investor-owned public utility, the 
49 successful offeror shall not be allowed by the Iowa 
50 state commerce commission to treat as below-the-line. 

1 expenditures the purchase cost of stock or assets 
2 involved in the acquisiticn of an existing electric or 
3 gas public utility. The purchase cost and associated 
4 ~osts shall be borne by tl1e stockholders of the 
5 1nvestor-owned public utility.• 

S-4012 Filed April 25, 1985 By GRO~STi\L 
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\_.;..-
1 Amend the Bouse amendment S-3947 to Senate File 475 
~ a~ a~cn<led, passed and reprinted hy the Senate as 
3 follows: 
4 1. Page 1, by inserting after line 4 the 
5 following: 
6 ''Sec. Section 496A.2, Code 1985, is amended 
7 by adding-rhe following new subsections: 
8 NE"w SUBSECTION. 15. "Acquiring person" me.:ons a 
9 person that is required to deliver an information 

10 statement under section 496A.74A. 
11 NEW SUBSECTION. 16. "Control share acquisition" 
12 means an acquisition of shares of an issuing public 
13 corporation resulting in beneficial ownership by an 
14 acquiring person of a new range of voting power 
15 specified in section 496A. 74t\, subsection 2, paragraph 
16 "d'', but does not include any of the following: 
17 a. An acquisition before, or pursuant to an 
18 a"reement entered into before, the effective date of 
19 this Act. 
20 b. An acquisition by a donee pursuant to an inter 
21 v•vos gift not made to avoid section 496A.74A or by a 
22 d:stributee as defined in section 633.3. 
23 c. An acquisition pursuant to a security agreement 
24 not created to avoid section 496A.74A. 
25 d. An acquisition under sections 496A.68 through 
16 496A.74, if the issuing public rorporation is a party 
21 t•· the transaction. 
28 e. An acquisition from the issuing public 
29 corporation. 
30 NEW SUllS8CTION. 17. "Issuing public corporation" 
31 means a corporation with at least fifty shareholders 
32 a•1 having its principal place of business or 
JJ substantial assets located in this state. 
34 Sec. NEW SECTION. 496A.28A SOLICITATION FOR 
35 PROXY IN CONTROL SllARE ACQUISITIONS. 
36 Notwithstanding any contrary provision of this 
37 cnapter, a proxy relating to a meeting of shareholders 
38 required u~der section 496A.74A, subsection 3, shall 
39 be solicited separately from the offer to purchase or 
40 solir.ttation of. an offer to sell shares of the issuing 
41 p•1blic corporation and shall not be solicited sooner 
42 than thtrty days before the meeting unless otherwise 
43 a~reed in writing by the acquiring person and the 
44 i:;sutnq puhlic corporation. 
45 Sec. NEW SECTION. 496A.74A CONTROL SHARE 
4 6 ACQUI S r·~;ONS. 
47 l. ,\tJTHORIZA'l'ION IN ARTICI.ES. 
48 a. Unless otherwise expressly provided in the 
49 art1cles of an issuing public corporation, this 
50 sectio11 applies to a control share acquisition. 
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l b. All shares acquired by an acquiring person in 
2 violation of subsection 4 shal: he denied voting 
3 rights for one year after acquisition, the shares 
4 sl1all be nontransferable on the books of the 
5 corporation for one year after acquisition and the 
6 corporation, during the one-year period, has the 
7 option to call the shares for redemption either at the 
8 price at whicl1 the shares were acquired or at book 
9 value per share as of the last day of the fiscal 

10 quarter ended prior to the date of the call fo~ 
ll redemption. Sucl1 a redemption shall occur on the date 
12 set in the call notice but not later than sixty days 
lJ after the call notice is given. 
1~ 2. INFORMP.TION 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: 
19 a. The identity of the person. 
20 b. A reference that the statement 15 made tander 
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 
25 ranges of voting power in the election of directors 
26 would result from consummation of the control share 
27 acquisition: 
28 (l) At least ten percent but less than twenty 
29 percent. 
30 (2) At least twenty percent but less than thirty 
3l pPrcent. 
37. (3) 1\t least thirty percent but less than forty 
33 percent;. 
31 (4) At least forty percent but less than a 
35 majority. 
36 (5) At least a majority. 
37 e. The terms of the proposed C011trol share 
38 acquisition, including, but not limited to, the source 
39 of funds or other consideration and the material terms 
10 of the financial arrangemea1ts for the control share 
41 acquisition, any plans or proposals of the acquiring 
42 person to liquidate the issuing public corporation, to 
13 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, 
17 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 
50 operates, or make any other material change in its 
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1 business, corporate structure, management or 
2 personnel, and other information which would affect 
J the decision of a shareholder with respect to voting 
4 on the proposed control share acquisition. 
5 3. MEETING OF SHAREHOLDERS. Within five days 
6 after receipt of an information statement pursuant to 
7 subsection 2, a special meeting of the shareholders of 
8 the issuing public corporation shall be called 
9 pursuant to section 496A.28 to vote on the proposed 

10 control share acquisition. The meeting shall ~e held 
ll no later than fifty-five days after receipt of the 
12 information statement, unless the acquiring person 
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. 

411ihe notice of meeting shall be given within twenty­
'~ive days after receipt of the information statement. 
L:> 4. CONSUMMATION OF CONTROL SHARE ACQUISITION. The 
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 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 che 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 article;., entitle the class or series to vote as a 
38 class <>r series. 
39 b. The proposed control share acquisition is 
40 consummated within one hundred eighty days after 
41 shareholder approval." 

S-4074 Filed April 26, 1985 By MANN 
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l Amend the Hc~se amendment S-3947 to Senate file 475 
2 as amended, passed and reprinted by the Senate as 
3 follows: 
4 l. Page l, by i~serting after line 4 the 
5 following: 
6 ''Sec. Section ~96A.2, Code 1985, is amended 
7 by adding the fcllcwi!1g new subsections: 
8 NEW SUBSECT~ON. J.:>. "Acquiring person" means a 
9 person that ~s required to deliver an information 

10 statement under section 496A.74A. 
NEW SUSSES:j~9t·1. 16. "Control share acquisition" 

12 means an acq~~s·~;~n of shares of an issuing public 
13 corporation ~esulting i~ beneficial ownership by an 
14 acquiri~g perscn ·J~ 2 new range of voting power 
15 specified in section 496A.74A, subsection 2, paragraph 

''d'', but does net incl~de any of the following: 16 
17 
18 
19 
20 

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

b. An acq:!isition by a donee pursuant to an inter 
21 vivos gift not made to avoid section 496A.74A or by a 

distributee as d8fined in section 633.3. 22 

-~~ ~: .. 25 
. 26 

27 
28 
29 
30 
31 
32 
33 
34 

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

d. An acqui~ition under sections 496A.68 through 
496A.74, if ~h2 issuing ~ublic corporation is a party 
to the transaction. 

e. A~ acquisition from the issuing public 
co!:"poratiot"!. 

NEW StiBSSC':'~ON. l7. "Issuing public corporation" 
means a corporation with at least fifty shareholders 
and having i:s pri~cipal place of business or 
substantial ass2~~ located in this state. 

Sec. ;2~ S2:TION. 496A.28A SOLICITATION FOR 
35 PROXY lNCO~'·r::():;··~::;.;;;;z;:: ACQUISITIONS. 
36 Notwith~tanding dny contrary provision of this 
37 chapter, a proxy r~latitlg to a meeting of shareholders 
38 required ~nder section 496A.74A, subsection 3, shall 
39 be solicited sep2:ately from the offer to purchase or 
40 solicitation Df 2n of~0r to sell shares of the issuing 
41 public corp•.lra • :c,·, a:1c shall not be solicited sooner 
42 than thir~y days ceCore the meeting unless otherwise 
43 agreed i:1 writ1~g by the acquiring person and the 
44 issui.ng p~blic co:·po(ation. 
45 Sec. NC."' SCC:':ON. 496A. 74A CONTROL SHARE 
46 ACQGISZ!'TO~~s. 
47 
48 

&-<9 
'>9)0 

1. A~TliOR~ZA~·:O~ lN ARTICLES. 
a. U~less otherwise exo:essly orovided in the 

articles of ~n isst:inq public corp;ration, this 
section applies co ~ co~trol share acquisition. 
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l b. All shares acquired by an acquiring person in 
2 violation of subsection 4 shall be denied voting 
3 rights for one year after acquisition, the shares 
4 shall be nontransferable on the beaks of the 
5 corporation for one year after acquisition and the 
6 corporation, during the one-year period, has the 
7 option to call the shares for redemption either at the 
8 price at which the shares were acquired or at book 
9 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 is given. 
14 2. INFO~~TION 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: 
19 a. The identity of the person. 
20 b. A reference that the statement ~s 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 
25 ranges of voting power in the election of directors 
26 would result from consummation of the control share 
27 acquisition: 
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 (5) 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 petson to liquidate 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 
50 operates, or make any other material change in its 
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1 business, corporate structure, management or 
2 personnel, and other information which would affect 
3 the decision of a shareholder with respect to voting 
4 on the proposed control share acquisition. 
5 3. MEETING OF SP~EHOLDERS. Within five days 
6 after receipt of an information statement pursuant to· 
7 subsection 2, a special meeting of the shareholders of 
8 the issuing public corporation shall be called 
9 pursuant to section 496A.28 to vote on the proposed 

10 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 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 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 recorr~ends 
20 acceptance of, expresses no opinion and is remaining 
21 neutral toward, or is unable to take a position'with 

•

espect to the proposed control share acquisition. 
· he notice of meeting shall be given within twenty-

~· tive days after receipt of the information statement. 
25 4. CONSUMP~TION OF CONTROL SHARE ACQUISITION. The 
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 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. 
39 b. The proposed control share acquisition is 
40 consummated within one hundred eighty days after 
41 shareholder approval." 

~..;j;_f «h;;. (f /{.<j,) 

94 Filed April 25, 1985 By MANN 



SENATE 2;)..--­
APRIL 25, 1985 

-S-3947 HOUSE A.'!:StlDME~T ':'0 
SE!><ATE FILE 475 

1 Amend Senate File ~75 as passed by the Senate as 
2 follows: 
3 1. By striking everything after the enacting 
4 clause and inserting the following: 
5 ''Section 1. Section 502.102, subsection 11, Code 
6 1985, is amended to read as follows: 
7 ll. "Securities Act of 1933", "Securities Exchange 
8 Act of 1934", ''Public Utility Holding Company Act of 
9 1935", ''Investment Company Act of 1940", "Internal 

10 Revenue Code of 1954" and "Agricultural Marketing Act" 
11 mean the federal statutes of those names;-a~-amenaea 
12 befo~e-aantla~y-i;-i9~6. 
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: 
16 14. For tne purposes of sections 502.211 through 
17 502.218, unless the context otherwise requires: 
18 a. ''Associate" means a person acting jointly or in 
19 concert with another for the purpose of acquiring, 
20 holding or disposing of, or exercising any voting 
21 rights attached to the equity securities of a target 

company. 
b. ''Equity security" means any stock or similar 

4 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 to 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 offpr, 

• 

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 
50 takeover offer. 
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1 e. ''Takeover offer'': 
2 (1) Means the offer to acquire any equity 
3 securities of a target company from a resident of this 
4 state pursuant to a tender offer or request or 
5 invitation for tenders, if after the acquisition of 
6 all securities acquired pursuant to the offer either 
7 of the following are true: 
8 (a) The offeror would be directly or indirectly a 
9 beneficial owner of more than ten percent of any class 

10 of the outstanding equity sec11rities of the target 
ll company. 
12 (b) The beneficial ownership by the offeror of any 
13 class of the outstanding equity securities of the 
14 target company would be increased by more than five 
15 percent. However, this provision does not apply if 
16 after the acquisition of all securities acquired 
17 pursuant to the offer, the offeror would not be 
18 directly or indirectly a beneficial owner of more than 
19 ten percent of any class of the outstanding equity 
20 securities of the target company. 
21 (2) Does not include the following: 
22 (a) An offer in connection with the acquisition of 
23 a security which, together with all other acquisitions 
24 by the offeror of securities of the same class of 
25 equity securities of the target company, would not 
26 result in the offeror having acquired more than two 
27 percent of this class of securities during the 
28 preceding twelve-month period. 
29 (b) An offer by the target company to acquire its 
30 own equity securities if such offer is subject to 
31 section 13(e) of the Securities Exchange Act of 1934. 
32 (c) An offer in which the target company is an 
33 insurance company or insurance holding company subject 
34 to regulation by the commissioner of insurance, a 
35 financial institution subject to regulation by the 
36 state superintendent of banking or the state auditor, 
37 or a public utility subject to regulation by the 
38 co~~erce commission. 
39 f. ''Target company'' means an issuer of publicly-
40 traded equity securities which has at least twenty 
41 percent of its equity securities benef1cially held by 
42 residents of this state and has substantial assets in 
43 this state. For the purposes of this chapter, an 
44 equity security is publicly traded if a trading market 
45 exists for the security. A trading market exists lf 
46 the security is traded on a national securities 
47 exchange, whether or not registered pursuant to the 
48 Securities Exchange Act of 1934, or on the over-the-
49 counter market. 
50 g. ''Beneficial owner'' includes, but is not limited 

-2-



' .. 
SENATE 2'f' 

~APRIL 25, 1985 

947 page 3 
1 to, any person who directly or indirectly, through any 
2 contract, arrangement, understanding, or relationship, 
3 has or shares the power to vote or direct the voting 
4 of a security or has or shares the power to dispose of 
5 or otherwise direct the disposition of the security. 
6 A person is the beneficial owner of securities 
7 beneficially owned by any relative or spouse or 
8 relative of the spouse residing in the home of the 
9 person, any trust or estate in which the person owns 

10 ten percent or more of the total beneficial interest 
11 or serves as trustee or executor, any corporation or 
12 entity in which the person owns ten percent or more of 
13 the equity, and any affiliate or associate of the 

';O;l14 person. 
15 h. "Beneficial ownership" includes, but is not 
16 limited to, the right, exercisable within sixty days, 
17 to acquire securities through the exercise of options, 
18 warrants, or rights or the conversion of convertible 
19 securities. The securities subject to these options, 
20 warrants, rights, or conversion privileges held by a 
21 person are outstanding for the purpose of computing 
22 the percentage of outstanding securities of the class 
23 owned by the person, but are not outstanding for the 
24 purpose of computing the percentage of the class owned 
25 by any other person. 
26 15. "Interest at the legal rate" means the 
27 interest rate for judgments specified in section 
28 535.3. 
29 Sec. 3. Section 502.211, Code 1985, is amended by 
30 striking the section and inserting the following: 
31 502.211 REGISTRATION REQUIREMENT. 
32 1. It is unlawful for a person to make a takeover 
33 offer or to acquire any equity securities pursuant to 
34 the offer unless the offer is valid under sections 
35 502.211 through 502.218. A takeover offer is 
36 effective when the offeror files with the 
37 administrator a registration statement containing the 
38 information prescribed in subsection 6. Not later 
39 than the date of filing of the registration statement, 
40 the offeror shall deliver a copy of the registration 
41 statement by certified mail to the target company at 
42 its principal office and publicly disclose the 
43 material terms of the proposed offer. Public 
44 disclosure shall require, at a minimum, that a copy of 
45 the registration statement be supplied to all broker-
46 dealers maintaining an office in this state currently 
47 quoting the security. 
48 2. The registration statement shall be filed on 
49 forms prescribed by the administrator, and shall be 
50 accompanied by a consent by the offeror to service of 
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1 process and filing fee specified in section 502.216, 
2 and contain the followir>g information: 
3 a. All information specified in subsection 6. 
4 b. Two copies of all solicitation materials 
5 intended to be used in the takeover offer, and in the 
6 form proposed to be published, sent, or delivered to 
7 offerees. 
8 c. Additional information as prescribed by the 
9 administrator by rule, pursuant to chapter 17A, prior 

10 to the making of the offer. 
11 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 
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 If, 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: 

-4-

: 



•. 

S!::~A.:.i ).(i-' 

AP!-·G:· ... 2:--:- .. >::105 

-917 . ~' 

l 
2 
3 
4 
5 
6 
7 
8 
9 

10 
ll 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

• 24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 -49 ' . 50 

paqe :. 
a. 7he ide~(ity anJ back~r~~~d of al: ~~~sorls on 

whcse behalf :~1e acqL1iS1tic~ o~ a~y eqtlity ~ecur~ty of 
tl1e target co~pdny ha~ bee:~ or ~s ~c be effected. 

b. 7t~e so~~ce and ar2unt cf funds cr other 
consideratio:: tlsed o~ to be ~sed in acq~iring a~y 
equity secur1ty includ1ng, :f applicable, a statement 
describing any sec~rities which are being offered 1n 

excha~ge f8r the eq~ity sec~ri~ies of the target 
company and, if a~y part of t~e acquisition price is 
or will be represented by borrowed f1:nds or other 
consideration, a de~criptior. of the material terms of 
any financing arra~gemen:s 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 concerning its organization and 
operations, including t~e year, form and jurisdiction 
of its orga~ization, a description of each class of 
equity security and long-term debt, a description of 
the business condt:cted by the offeror and its 
subsidiaries and any "'aterial changes in the offeror 
or subsidiaries during the past three years, a 
description of t~e location and character of the 
principal properties of the offeror and its 
subsidiaries, a descrlpt:on of any pending and 
material legal or admlr.istrative proceedings in which 
the offeror or any of its affiliates is a party, the 
names of all directors and executive officers of the 
offeror and. their material business activities and 
affiliations during the past five years, and financial 
statements of the offeror in a form and for periods of 
time as the ad~inistrator may, pursuant to chapter 17A 
and prior to the making of the offer, prescribe. 

d. lf the offeror is a natural person, information 
concerning the offeror's ide11tity and background, 
including business activities and affiliations during 
the past five years and a description of any pending 
and material legal or administrative 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 
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 
lts management or policies of employment, materially 
alter its relationshi~ Wlth sup~liers or customers or 
the comm,r.ity in "'hich it operates, or make any other 
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 co~pany 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 ~lith any other person 
11 with respect to the equity ~ecurities of the target 
12 company by which the offeror has or will acquire any 
13 interest in additional equity securities of the target 
14 company, or is or will be obligated to transfer any 
15 interest in the equity securities to another. 
16 h. Information required to be included in a tender 
17 offer statement pursuant to section 14(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 ad~inistrator 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 is unlawful for an offeror, target company, 
38 affiliate or associate of an offeror or target 
39 company, or broker-dealer 2cting on behalf of an 
40 offeror or target company to engage in a f:audulent, 
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 feet, 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 mere of the equity securities ~f the target 
company by the cfferar ~r the ta~get corpany for a 
consideration g:eater th~~ that to be pa~d to other 
shareholders, unless the ter~s of the pu~chase are 
disclosed in a registration statement filed pursuant 
to section SOL.ll. 

3. The refusal by a target company to permit an 
offeror who is a shareholder of record to examine or 
copy its llst of shareholders, pursuant to the 
applicable corporation statutes, for the purpose of 
makir1g a ta~eover 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 solicitation 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 
co~~unicate during a suspension with its equity 
security holders 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. 
l. A takeover 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 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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1 disregarding fractions, according to the number of 
2 securities deposited or te~dered for each offeree. 
3 4. If a~ offeror varies the terms of a takeover 
4 offer before the offer's expiration date by increasing 
5 the cons:dera:ion offered to equity security holders, 
6 the offeror shall pay the 1nc:eased consideratlon for 
7 all equity sec~rities accepted, whether the securities 
8 have been accepted by the offeror before or after the 
9 variation in the terms of the offer. 

10 5. An offeror shall not make a takeover offer or 
ll acquire any equity securities in this state pursuant 
12 to a takeover offer durir•g the period of ti~e that an 
13 administrator's proceeding alleging a violat1on of 
14 this chapter is pending against the offeror. 
15 6. An offeror shall not acquire, remove, or 
16 exercise control, directly or indirectly, over any 
17 target company assets located in this state pursuant 
18 to a takeover offer during the period of time that an 
19 administrator's proceeding alleging a violation of 
20 this chapter is pending against the offeror. 
21 7. An offeror shall not acquire from a resident of 
22 this state an equity security of any class of a target 
23 company at any time with1n t~o years following the 
24 last purchase of securities pursuant to a takeover 
25 offer with respect to that class, including, but not 
26 limited to, acquisitions made by purchase, exchange, 
27 merger, consolidation, partial or complete 
28 liquidation, redemption, reverse stock split, 
29 recapitalization, reorganization, or any other similar 
30 transaction, unless the holders of the equity 
31 securities are afforded, at the time of the 
32 acquisition, a reasonable opportunity to d1spose of 
33 the securities to the offeror upon substantially 
34 equivalent terms as those provided in the earlier 
35 takeover offer. 
36 Sec. 7. Section 502.215, Code 1985, is amended by 
37 striking the section and inserting the following: 
38 502.215 ADMINISTrtATION -- RUL£$ AND ORDERS. 
39 l. The ad~inistrator shall make and adopt rules 
40 and forms as the ad~inistrator determines are 
4l necessary to carry out the purposes of sections 
42 502.211 through 502.218. 
43 2. The administrator may by rule or order exempt 
44 from any provision of sections 502.211 through 502.218 
45 the following: 
46 a. A proposed takeover oEfer or a category or type 
47 of takeover offer which the administrator determines 
48 does not have the pt:rpose cr effect of changing or 
49 influencing the control of a target company. 
50 b. A proposed takeover offer for which the 
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administrate: determines that conpliance wit~: the 
sect1ons is ~ct ~ecessary f~: the p:ctecticn of the 
offerees. 

c. A perso~ from the requireme~t of filing 
stat~;?ments. 

3. In the event of a conflict between the 
provisions of cr.apter 17A and the provisions of 
sections 502.211 through 502.218, the provisions of 
sections 502.2~1 through 502.218 shall prevail. 

Sec. 8. NEW SECTION. 502.216 FEES AND EXPENSES. 
The ad~inis:rator shall charge a nonrefundable 

fil1ng fee of two hundred fifty dollars for a 
registration statement filed by an offeror. 

Sec. 9. NEW SECTION. 502.217 APPLICATION OF 
CORPORATE TAKEOVER Lf..W. 

If the target company is a public utility, public 
utility holding company, national banking association, 
bank holding corr.pany, 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 fede~al 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 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-±~~~e~ 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 ±s~~e~ 
target company. 

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

NEW SUBSECTION. 3. In 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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l of this chapter or rule order issued pursuant to this 
2 chapter be denied voting rights for one year after 
3 acquisition, that the shares be nontransferable on the 
4 books of the target company, or that during this one­
S year period the target company have the option to call 
6 the shares for redemption either at the price at which 
7 the shares were acquired or at book value per share as 
8 of the last day of the fiscal quarter ended prior to 
9 the date of the call for redemption, which redemption 

10 shall occur on the date set in the call notice but not 
11 later than sixty days after the call notice is given." 

S-3947 Filed April 24, 1985 RECEIVED FROM TKE ROUSE 


