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An Act relating to corporate takeovers.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I[OWA:
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Seccion 1. Section 502.162, subsection 11, CoGe 1987, is
amencec to read as foiiows:

11. "Securities Ac:t <7 1933", "Securities Exchange Act of
1934, "Public Utilicy Ho:wding Company Act of :1635",
"Investment Company Act ¢f 1540", "Internal Revenue Code of
1554" and "Agriculitural Marxeting Act” mean the federal
statutes cf thcse namesy-ag-amended-before-Jarnary-=7-1576.

Seec. 2. Section 502.102, subsectiorns 14, 15, 16 and 17,
Code 1987, are amended by striking the subsections and
insercing the foilowing:

14, For the purposes of sections 502.211 through 502.218,
un_ews the coOntext octherwise .equires:

&. "ALsoclate”" means a person acting jeintly Or 1n congert
wiih another for the purpose of acquiring, hcolding or
disposing of, or exerclising any voting rignts attached to tne
equiTy securities of & target company.

b. *“Equity security” means any stock or similar security,
and includes the [oLicwing:

{i) Any security convertibie, with or without
consideration, 1nfo & sStock or SIMLIAr securlty.

(7y ALy warzant or right to subscribe to cr purcrase a
stock <f similar sesurity.

(*y Any securltv carrviag a warrant or rignt ©o subscribe
to ©r purchase a stcck ©r simiiar security.

{4) Any other security which the administrator deems to be
of & sixnilar neture and considers necessary Or appicpriate,

sC

according t©o ruies prescribed by tne administratcer £or the

publis interest: and proteccion of invescters, to be treated as
an eguity security.
c "Offercr" means a person WRC Makes or 1n any manner

t does Ot include

part.cipates in making a takeover ciffer.
upervised financial imstitution or broker-dealer loaning
undés to an offercr in tne ordlinary course of lts business, oOr

any supervised firancial institution, broker-dealer, attorney,

accountant, ccnsultant, employee, or other perscn furnisning
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information or advice 7o or performing ministeriali duties for
an cfferor, and who dces not otherwise participate in the
takecover offer.

d. "Offeree" means the beneficial owner, who 1s a resident
of this state, of equity securities which an offeror cifers to
acquire 1n connection with a takeover offer,

e. "Takeover offer":

{1) Means the offer to acquire any equiiy securicties of a
target cempany from a resident of this state pursuant to a
tender offer or request or invitation fcor tenders, 1f after
the acquisition of all securities acguired pursuant to tne
offer either of th

1]

following are true:

(a) The cofferor would be directly or indirecily a
beneficial cwner of more than ten percent of any class cf the
outstanding equity securities of tne target company.

(b) The neneficial cwnership by the offeror cf any class
of the outstanding egulty securicties of the target company
wouid be increased by more than five percent. However, this
provision dces not appiy :if after tne acquisition of a:i:i
securities acquired pursuant o tne offer, the offeror would
not be directly cr indirectly a beneficial owner of more than
ten percent of any class of the ocutstanding equity securities
ol the target company.

(2) Does not 1nclude the following:

a

1

{a) An offer in connecticn with the acquilsi:zicen ¢
securicy which, tcgether with ail otner acguisiticns oy the
offeror of securities ¢f the same class of eguity securities
0f the target company, would not resulit in the offercr naving
acquired more than two percent of this class of securities

during the preceding twelve-month periocd.

(p) An offer by the target company to acguire iis own
equity securities 1f such offer is subject to secticn 13(e) of
the Securlties Exchange Act ©

(¢c) An cffer in whicn the target company s an insurance

company Or insurance holding company subject to regulation oy

-2 =
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the commissiorner of Insurance, a financial instituticn subject
to regu:igtion by superintendent of canking or the

utility subject to regulation oy
the comnerce commission.

£. "Target company” means an :ssuer of pu
eqGuity securitlies wnich has at least twenty percent of its
equity securities peneficlaiiy h2ic by residents of this state
anéd has scbstantlal. assets in this state. For the purposes cf
this chapter, &a eguity security s pubiicly traded 1f a
trading market exists for the secuslty. A trading markecs
exists Lf the secu:zlty 1z trated con & national securities
exchanga, Wwhnetner or not registered pursuant to the Securities
Zxchange Act 0I 1534, or on tone over-the-counter market.

g. "Beneficial c¢wner" inc.ucas, but is nct limited tc, any
person who directly or indirectly, througn any contract,
arrangement, unders-anding, ©:r relatlionship, nas or shares the
power to vote or dicect the voting ©f a security c¢r has or
shares -he power to dispuse of ot otherwise direct :tne
dispcsition of the securicy. A person 1s the peneficial owner

of securicies bereflcially owned by any relative or spouse or

relarive of the spouse residing 1n tre aome of the person, any
trusi or estaze 1N whica the Derscn owns ten percent or more
of ure :otal beneficilal interest or zerves &ao trustee or

exac.iGl, any ¢orposasticon Sr ozatity in wnich the person owns
ten percent or more oI tne eguity, and any afiilliate or
assccic—e of tne perscon.

n. “"Beneficial swnersnip" inciudes, but 1is not limited g,
the rigat, exercisapie w.thin sixty days, ©O acgu.re
securivties LhIOUGh (he exercise of cpticns, warrants, or
rights o2r the conversicn 2f convertible zecurities. The
se ¢ptlions, warrants, rignts, or

S
cenversicn priviieges nelid ov a person are outstanding for the
2

Y =ne person, out are not eu:standing rox
e

rcentage of the class owned b
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any other person,

15. "Interest at the legai rate" means the interest rate
for judgments specifled 1n secticn 535.3.

sec. 3. Section 502.211, Coce 1987, :s amended by stri<ing
the section and 1nserting the foilecwing:

502.211 REGISTRATION REQUIREMENT,

1. It is unlawful fcor a perscn to make & takeover offer or
to acquire any equity securities pursuanrt to the offer unless
the offer ig¢ valid under sections 502.21% through 502.2.6. A
takeover offer isg effective when the cofferor files win the
adminristrator a registration statement containing the

infcrmation prescribed in subsection 6. Not later than the
date of filing of the registration statement, the cofferor
shall deliver a copy ¢f the registration statement by
certified mall to the target cocmpany at its principal cifice
and publicly disclcse the materia: rerms of the proposec
offer. Public disclosure shall regquire, at a mipnimum, tha: a
copy ©of the reglstration statement be suppllied tc ail broxer-
dealers maintaining an office 1n this state currently cuoting
the security.

2. The registration staterent shall pe filed on forms
prescribed by the administrator, and shall be accompanied by a
onsent by the offeror o service of preccess and £iling fee
pecified in section 502.216, ané ccntain the following
information:

ed 1n subsection 6.

rh
pes

a. 11 information speci

materials intended to be

(=
T
o]
o1
-
O
3

b. Twec coplies of ail sclici
used in cthe taxegver cfrfer, and in the form proposed to be
pubirished, sent, or delivere

¢. Additlonai informat:
administrator by ruie, pursu
making of the offer.

3. Registration shall not oe cons:derei approvael by the

administrater, and any representation te the contrary is
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4, Within tnree calenrdar davs of the date =2f filing cf the

e
registration statement, thne adminisctrator may, by order,
sumnarily susgend the effeciiveness of tne taxeover offer 1f

n
the adrinistrator deternines that the registration does not

~

e
contain ail ol %ne nform ified in subsection &6 or

C
tndat the taxeowver offer provided to cfferees do not
S

provide 211 di of ail materiail
information concerning t r offer. The suspension
srall remain in effect only uncil the cerermination following
2 hearing heid pursuant to subsection 5.

S. A neariang shall pe schecuied by the administrator for
each suspensicn uncer this section, and the hearing shall be
heild with.n ten caiendar days of the date of tne suspension.
The administraicr's determination Iciiowlng tae hearing shall
be made within three calendar days aliter the hearing has been
compieted, but not more than sixtceen days after the date of
Tne suspeansion. Tha adminlisctratsr may prescribe different
vrime pericds than tose speciflied in the subsection by rule or
order.

Lo, hased unon the nearing, the acmiistrator fang

W
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the regisiratlon siatement faiis o provide for full
d.sclosure of all matersial information concerning the o©
na n ake s in wvivlaticn of any 2f the provi
of sechion 562.211 through 502.218, tne administra s
an pend the effectliveness ¢f the tadecver offer,
the cfferor to correct cdisclosure and
s denrified py the adminlistrator and to
cilnstate the taxeover offer py £iling a new or amended
emant pursuant Lo this sect:on.
6. The form reguired to be f[iled by subsection Z,
paragrapn "a", shall contain ali ¢f tne follcwing information:
&. The Identity and bhackground of all persons on whose

. . -
.

penaitf the acquisiti

o]
ha
Q

anry equity security of the target
Cempanry nas peen or s to be efrected.

b. The 3surce and amounc of funds or other ceonsideraticr
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used or to be used in acquiring any equlity security including,
12 applicable, a statement cdescribing any securities wnich are
being offered in exchange for the equity securities of the

target company and, if any part ¢I the acquisition price ig or

111 be represented by borrowed fu

£

inds or cther censideracion,

a description of the material terms of any financing
arrangements and the names of the parties from whom the Funds
were cor are to pe borreowed.

¢. If the cfferor is c¢cther than a natural perscn,
informaticn concerning its organization and operations,
inciuding the year, form and jurisdiction of its organizaticn,
a descriprion of each class of eguity security and long-term
debt, a descripticn of the business conducted by the offeror
and its subsidiaries and any material changes in the offeror
or subsidiarles during the pas:i three years, a description of
tne location arnd character ¢f the principal preperties of che
ciferor and its subsidiaries, a descripticn of any pencing and
material legal or administrative proceedings in which the
offeror or any of its affiliares is a party, the nares of a.l
directors and executive officers of the offeror and thei

material business activities arnd affiliazions during the past

I

five years, and financial stactements of the offernr in a form

and for periods of time as the administrator may, pursuant o
Cchapter L7A and prior to the making of che offer, prescribe.
d. If the cfferor is a natural perscn, informacion

¥y and backgroeund, incliuding

rT

cencerning tre ciferor's ident:

pusiness activities and affiliations curing the past five

r

il

/ears and a descripticsn of any pending and material le
administrative prcceedings in which the offercr is a Darty.
e. I the purpose ¢f tre acguisition & to gain conIro
the target company, the material terms of any pl.ans or
preposals whicn the offercr has, upeon gairing controi, to
llguidate the target ccmpany, sell its assats, effece its
merger or ¢onsolidatlion, change the location of its orincipaz

executive ocifice or of a material porticn of its business
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activitlies, change i1:s management or policles of emplioyment,
matervially alter its Lg‘atlonrrip wlith suppiiers or customers
or tne community in which it operates, or make any orher major
changes 1n 1ts business, corpcrate structure, management or
personnel, and other :information which woulid materially affect

tne shareholiders' evaiuaticn cof the acquisition,

[ )]

. The numoer of snhares or units of any equity security of
the target company owned beneficially oy the offercr and any
affi1li1ate or asscciace of the ciferor, nogether with the nanme
and acdress of each affiliate or associate.

g. The material terms cf any contract, arrangement, or
urnderstanding with any cther person with respect to the equity
securli:ies Of the target company by which the cfferor has or
will acquire any interest 1n acditional equity securities of

ve cbligated to transfer any

peod
pe-t

tne target company, OrF L3 C

re
£

interest 1n the equity securities to another.,

udea In a cender offer

[

n. Information required toc be inc
statement pursuari (o sectlon 14(d) <f the Securlties Exchange
Act ©of 1334 and the rules ancé regulatiacns of the securities
ana excnange commission Issued pursuant £o the Act.

Sec. 4. Section 502.:12, Coge 1987, s amended by striking
tie secTlen and inserting the following:

5Tz, 212 FILING OF SOLICITATION MATIRTALS.

Ccpies ol all acdrert:.sements, cilirculars, letters, or other
1na ed oy trhe oiferor or the target ccmpany,
uesting the acceptance or rejection of a
rall be Zlied wizn the administrator and sents
¢ the target company or offeror net iater than the time the

3o0licitanion o requesst meterials are first published, sent,

or Ggiven To the ctfierees., The adminlistrator may prehidit khe
usSe Of any materiails cdeemed faise or wmisleading.

Sec. 5. Section 502.213, Coce 1987, is amended by striking
the sSectlon and insertiag tne tfollowing:

=) e
502.213 IRAUDULENT AND DECEPTIVE PRACTICES.
S

[ 2
—
—
W]
lad
[41]
O
A

unlawrul for an offercr, tarcet company, affi
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asscclate of an cfferor or targeti company, or broxer-cealer
acting on behaif of an offeror or target company tc engage
a fraudulent, deceptive, or manlpulative ac:i ¢r practlic2 Iin
cennection with a takeover coffer. Feor purpcses of this
secticn, an unlawiul act or practice includes, bus 15 nor
limited to, the following:

1. The publication cr use in connecticn with a takeover
offer of a false statement of a materia: fact, or the cmission
cf a material fact which renders the statements made
misleading.

2. The purchase of anv of the eqguity securities of an
officer, director, cor benefilcial cwner of flve percent or more
of the equlty securitles 2f the target company by the ofleror
or the target company for a ccnsideraticn greater tnan that to
be paid to other sharenolders, unless the ferms of the
purchase are cdisclosed in a registration statement filed
pursuant to section 502.211.

3. The refusal by a target company to permit an o
who is a shareholder of record te examine oOr Ccopy its
sharehclders, pursuant Lo the applicable corpcration
for the purpose ¢f making a takeover ofiler.

4. Tne refusal by & targer company to mall an
sgiicitation materials published by the offercr tc its
security holders with reasonable precaponess after recelint [rom
the offeror of the materials, together with the reascnaoile
expenses of postage ané handling.

5. The sclicitaction ¢of any cfferee Icr acceptance or
rejection of a takecver off or acquisition Of
securlty pursuant tce a taxecver offer, when
suspended under secticn 502.211, precvided, however,
targer ¢ompany may communicate Jduring & suspension
eguity security holcers to tne extent reguired to
the takeover offer made purscant to the Securigies
Acn of 1934,

Sec. 5. Section 502.2:ri, Code 1987, &

-8-
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the section and 1nserting tine following:
2,214 LIMITATIONS ON OFIERORS.
1. A takecver offer shall contaln substantlially the same
or sharenolders residing witnhin and cutsicde this state.

2. An offeror snall provide tnat anv equity securities of
& targe:t company deposited or tendered pursuant to z taxeover
otfer may be withdrawn by or on »nenhall of an offeree within
seven days after thne date tne cffer has become effective and
atter sixty days from the date the cifer has beccme effective,
or as ctherwlse determined dy the admlnistrator pursuant to a
ruie or order issuved for the protecrtion of the shareholiders.

3. If an cofferor makes a taxeover offer fcr less than all
the cutstanding equity securities of anv ciass and, within ten
days after the cffer nas pecome effective and copies of the
cffer, or notice of any increase In the consideraticon offered,
are first published or sent or given £C equity security
no.ders, the number of securities deposited or tendered
pursuant to the cifer is greater than the number ¢I securit:ies
that the offercr has offeread to accept and pay for, the
securli €3 shall be accepfied pro rata, disregarcding fractions,
aceoréling te tne sumoer ¢l securities deposited or tendered
for each ciferee.

1. L an oiferor varies the terms of a takeover offer
befcre the offer's expliracion date Dy increasing the
ccnslderaticn offered ¢ equity security holcers, the offeror
snall pay thne increased consiceration for ail equity
securities accepted, whether the securities have been accepted
oy the offeror pefcre or after the variatiocn in the terms o:
the offar.

S. An ciferor shall no:t rake a taxeover offer or acquire

t

ate pursuant T4 a takegver

r1

=
riod 2f fime that an adminiscrator’'s

e De
oceeding ailegling a viciation ¢f this chapter is pending
=1

6. An cfferor shall net acgquire, remcve, c©r exercise
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control, directly or indlrectly, over any target company

assets located in this state pursuant to a takepver offer
during the pericd of time tnhnat an administrator's proceeding
alleging a violatiocn of this chapter is pending agains:t the

cfferor.

7. An offeror shail not acquire from a resident ¢if this
state an equlity security of any class of a target company at
any time within two years following the last purchase cf
securltlies pursuant to a takeover pffer with respect to that

e by
purchase, exchange, merger, consolidation, partial or compiete

ciass, including, but not limited to, acquisitions mac

liquidation, redemptlion, reverse sStock Spiit,
recapitalization, recrganization, cr any cther similar

transaction, unless the nolders ©of the equity securicies are

afforded, at tne time of The acguisition, a reasonable
opportunity to dispcse of the securities to the ofiferor upon
substantially equlvalent terms as those provided 1n the
eariler takeover offer.

Sec., 7. Section 502.215, Code 1987, i3 amended By striking
tne section and 1nserting the fcllewing:

502.215 ADMINISTRATION -- RULES AND ORDERS.

1. The adminlstrator shall make and adopt rules and forms
o

[17]

as the administrator determlnes are necessary td carry ou
purposes of sections 502.21: tnrough 502.2:i8.

2. The administrator may oy rule or order exeript f:om any
provision of secticns 502.211 through 502.218 the [foiiowing:
a. & proposed takecver offer or a category or type of
takeover offer which zhe administrator determines does not
have the purpose cr effect of changing cr infliuencing the

control of a targetr company.

D. A oroposed takecver cffer for which the administrat

"

to
cdetermines that compliiance with the secticns Is not necessary
for the protection of the cfferees.

C. A person from the reguirement of filing statemencs.
a

conflict between the provisions of
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apcer 17A and the provis:ons cf sections 502.211 through
5¢2.218, cthe provisions of sections 502.211 through 502.2.8
all Zrevail.

Sec. 8. NEW S=CTION. 502.216 FLES AND EXPINSES.

e a nonrefundable filing fee

\.Ql—‘

The administratecr snhnall ch

0ol two hundred fifty dcliars tor a reglstration statement

filea by an cffercr.

Sec. 9. NEW SECTION. 502.217 APPLICATION OF CORPORATE
TAKLEOVER LAW.
if the target company is a public ufillty, public utility

oiding company, naclonal banking asscciation, bank holding
company, oOr 3avings and lcan éssociation which 1s subject to
regufa:ion oy 2 fed.ral agency and the takecver of such
company 1ls subject (o approval by the federal agency, secticns
502.211 thrcugn 562.2:8 do nct apply.

Ssec. 1i0. NZW SECTION., 502.218 APPLICATION Or SECUGRITIES

LAW.

Ail of the provis:ions of this chapter which are not in
confiles with secticons 502.211 tarcuagh 502.218, apply to any
tacecver offer invcliving a target

Sec. 1I. Sectlon 562.407, C
follicws:

502.407 MISSTAT:MENTS IN PUBLICITY.

It 1s uniawiul for any person ¢ make ¢r cause ¢ be made,
in any Duplic repcri or press release, or in other information
wh:ocin is elther made geénerally available to the public or used
in opposition to a tender offer, any statemen: of a material

fact relating ©0O an-itssoér a target company or macde in

CONNecLion with a néder Dfifer which i3, at the time and in

(4B
I'"J

the l.ght of the clrcumstances under whicnh it is macde, false
or misieading, if 1t i3 reasorably foreseeable that such
statement will induce other perscns Lo puy, seill or nhoid

securitles of the tssuer targeur companv.

Sec. 12. section 502.501, {ode 1387, s amended by adding

—he folivwing new subhsecticn:




NEW SUBRSECTION. 3. In addition to other remedies provided

in this chapter, in a precceeding alleging a viclavion cf
sections 502.211 through 502.218 the court may provide that
all shares acquired from a resident of fhis state in viclat:ion
of any provisicn of this crhapter or rule or order issued
pursuant to this chapter be denied votlng rights Icor one year
after acquisition, that the shares ve nontransferable c¢n :the
books c¢f the target company, or that durlng this one-vear
period the target company have the option to call the shares
for redemption either at the price at which the shares were
acquired or at boock vaiue per share as of the last day ci the
fiscal quarter ended prior to the date of the cail Ior
redempticn, whicn redempticn shall occur on the date set in
“he call notice but not later than sixty days alter tne caill
notice 1s glven.
ZXPLANATION

This blll establishes certain reguirements for corporate
takeovers to pe administer by the commissioner ol 1asurance.
The biil declares that 15 unlawful for a person to make &
takeover offer or to acqui any egulty securibties pursuanc to
the offer unless the cifer 1s effective pursuant to the
requirements created. A takecver offer 1s effective wnen the
offeror flles with the commissioner of insurance a
regiscraticn statement contalning certaln reguired
informaticn.

The ccarmissicner may suspend the effectiveness o
takeover offer If the commissioner dercrmines thas
registration statemen:t cges not contaln all of
information or that rne rakeover offer materials
cflerees 10T PTOVILY £:11 disclcsure
material nformacicn concerniag the takeover

The commissicner may by rule or crder exemp:t

takeover oftfers from the provisions of this chapter

commissiconer derzermines that the gaxkegover offer doeg not

the purpose or effect c¢f changing or influenclng the contrcl

- 2=
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of a target company ¢©r where the commissicner determlines that
cecrpliance is not necessary for the protection of the
offerees,

In additicen to cther remedies provided under current law,
tne court may prov.ide that a.l shares acquired in violation of
the provisions of this law be denied voting rights for one

year after acquisition, that tne shares be nontransferable on

Y

the bcoks of the target ccmpany, or that during this one-year
v

1

pericd the targe:t company have the option to call the shares

for redempticn.

L83 2815SC 72

-13- m3/c£/24
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An Act relating to corporate takeovers.
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Section 1. Section 302.102, subsection 1, Ccde 1987, 1is
amended to read as follows:

11. "Securities Act cf 1933", "Securities EZxchange Act of
1934", "Public Utility Hclding Company Act of 1935",
"Investment Company Act of 1940", "Internal Revenue Code of
1954" and "Agricultural Marketing Act" mean the federal
statutes of those namess-az-amended-before-jganvary-z+-15%6.

Sec. 2. Section 502.102, subsections 14, 15, 16 and 17,
Code 1987, are amended by striking the subsections and
inserting the following:

l4, 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 exerclising any voting rights attached to the
equity securities of a target company.

b. "EqQulity 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 1lnvestors, to be treated as
an equity security.

c. "Offeror" means a person who makes or in any manner
participates in making a takecver offer. It does not include
a supervised financial institution or brecker-dealer loaning
furds to an offeror in the ordinary course of its business, or
any supervisedé financial ihétitution, proker-dealer, attorney,

accountant, consultant, emplcyee, or other person furnishing
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information or advice to cr performing ministerial duties for
an offeror, and wno dces nct otherwise participate 1n the
takeover offer.

d. "0Offeree" means the beneficial owner, who is a resident
of this state, cf equity securities which an cffercr offers to
acquire in connection with a takeover offer,.

e. "Takecver offer":

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

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

{b) The beneficial ownership by the c¢fferor 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 ail
securities acguired pursuant to the offer, the offeror would
not be directly or indirectly a beneficial cwner cf more than
ten percent of any class of the outstanding equity securities
of the target company.

{2) Does not include the follcwing:

{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 eguity securities
of the target company, would nct result in the cffercr having
acquired more than two percent of this class of securities
during the preceding twelve-month period.

(b) An coffer by the target company to acguire its own
eguity securities if such offer is subject to section 13(e) of
the Securities Exchange Act of 1934,

v

(c) An offer in which the target company is an in nce

iSUra
company or insurance holding company subject to regulation by
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r ¢f insurance, a financial instituticn subject
oy the state superintendent cof banking cr the
state auditer, or a public utility subject to regulation by
the ccmmerce commission.

Z. "Target company" means an issuer of publicly-traded
sguilty securities which has at least twenty percent of 1its
equlty securiliies beneficially held by resicdents of this state
ané has substantial assets in this state. For the purposes cof
this cnapter, an equity security is publicly traded if a
trading market exists for the security. A trading market
exists 1f the security is traded on a national securities
exchange, whether or not registered pursuant to the Securities
Zxchange Act of 1934, or on the over-the-counter market.

g. "Beneficial owner" includes, but is not limited 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
dispecsiticn of the security. A person is the beneficial cwner
of securities beneficially owned by any relative or spouse or
relative ¢f the spouse residing in the home of the person, any
trust or estate in which the person cwns ten percent cr more
of the total berneficial interest or serves as trustee cr
executcr, any corporation or entity in which the perscn cwns
ten percent or more of the equity, and any affiliate or
associate of the person.

h. "Beneficial ownersnip" includes, but is not limited t

0

the right, exercisable within sixty days, to acguire
securities through the exercise of options, warrants, or
rights or the conversion of ccnvertible 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 cutstanding securities
cf the class cwned by the person, but are not outstarding for

the purpose ¢f computing the percentage of the class cwnecd by
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any cther person.

i5. "Interest at the legal rate" means the interest rate
for Judgments specified in sectiecn 535.3.

Sec. 3. Section 502.211, Code 1987, is amended by striking
the secticn and inserting the fcllowing:

502.211 REGISTRATION REQUIREMENT.

1. It is unlawful for a person to make a takeover offer cr
to acquire any eguity securities pursuant to the offer uniess
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 offercor
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 suppiied to all broker-
dealers maintaining an office in this state currently quoting
the security.

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

a. All information specified in subsection 6.

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

c. Additional information as prescribed by the

administrator by rule, pursuant to chapter 17A, prior to the

making of the offer.
3. Registration shall not be considered approval by the
administrator, and any representation to the ccntrary 1is

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

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

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

6. The form required to be £iled by subsection 2,
paragraph "a", shall contain all of the following informaticn:
a. The identity and background ¢of all persons on whose
behalf the acquisition of any equity security of the tarcget

company has been or is to be effected.

b. The scurce and amcunt of funds or other consideraticn
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used or to be used I acguiring any egulty securilty 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 borrcwed funds or other consideraticn,
a description of the material terms of any financing
arrangements and the names of the parties from whem the funds
were or are to be Lorrowed.

c. If the offeror is other than a naturai person,
information concerning its crganization 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 offercr
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 affiliaticns during the past
five years, and financial statements of the offercr in a form
and for periods of time as the administrator may, pursuant to
chapter 173 and prior to the making of the offer, prescribe,

d. If the offeror i1s 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 cofferor 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, upcn gaining control, to
liguidate the target company, sell its assets, effect its
merger or consolidation, change the locaticn of its principal

executive office or of a material portion of its business
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activities, change its maragement cr policies cf empicyment,
materlally alter its relaticnship with suppliers ¢r custcners
Or the cemmunity 1in which it operates, or make any otner major
changes in its business, corpcrate structure, management or
personnel, and other informaticn which would materially affect
the shareholders' evaluation of the acguisition,

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

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

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

Sec. 4. Section 502.212, Code 1987, is amended by striking
the section and inserting the following:

§02.212 FILING OF SOLICITATION MATERIALS.

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

Sec. 5. Section 502.213, Code 1987, is amended by striking
the section and inserting the following:

502.213 FRAUDULENT AND DECEPTIVE PRACTICES.

Tt is unlawful for an offeror, target company, affiliate or
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associate of an offercr ¢r target company, or broker-cdealer
acting on bepalf of an cfferor or target ccmpany to engage in
a fraudulent, deceptive, or manipulative act ¢r practice in
connection with a takeover offer. TFTor purpcses of this
secticn, an unlawful act or practice includes, but is not
limited to, the fcilowing:

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

2. The purchase of any of the equity securities of an
officer, director, or berneficial cwner of five percent or more
of the equity securities of the target company by the offeror
or the target company for a consideration greater than that tc
be paid to other sharehclders, unless the terms cf the
purchase are disclosed in a registration statement flled
pursuant to section 502.11.

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

4. The refusal by a target ccmpany to mail any
solicitation materials published by the offeror to its
security holders with reasonable promptness after receipt from
the 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 communicate during a suspension with its
equity security holders to the extent required to respond to
the takeover offer made pursuant o the Securities Exchange
Act of 1934.

Sec. 6. Section 502.214, Ccde 1987, is amended by striking

-8 -
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the section and ipnsertinz -2e follczwing:

502.214 LIMITATIONS CN Srrz=RGCRS,

1. A takeover c¢ffer shall contain substantially the same
terms for shareholders res:ding wizanln and cutside tnis state.

2. An offeror shail prowide that any =guiszy zacurities of
a target company deposited ¢r tencered pursiant T 2 takecver

Y 1

offer may be withdrawn by or on behalf of an cifesree within

seven days after the date the offer nas teccme elfective and
after sixty days from the date the offer has become effective,
or as otherwise determined by the administrator pursuant to a

3. If an offeror makes a taxecver offer for les
the outstanding equity securities of any class ané, 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, disregarding fractions,
according to the number of securities deposited or :zendered
for each offeree.

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

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

6. An offercr shall not acguire, remove, Or exercise

-9-
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control, directly or indirectly, over any targert company
assets lccated in this state pursuant tc a takeover offer
cduring the period of time that an administrator's proceeding
alleging a violation of this chapter is pending againsc the
cfferor.

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

Sec., 7. Section 502.215, Code 1987, is amended by striking
the section and inserting the following:

502.215 ADMINISTRATION -- RULES AND ORDERS.

1. The administrator shall make and adopt rules and forms
as the administrator cetermines are necessarv o carry out the
purposes of sections 502,211 through 502.218.

2. The administrator may by rule or order exempt from any
provision of sections 502.211 through 502.218 the following:
a. A prcposed takeover offer or a category or type of
takeover offer which the administrator determines dces not
have the purpose or effect of changing or influencing the

control of a target company.

b. A proposed takeover offer for which the administrator
determines that compliance with the sections is not necessary
for the protection of the offerees.

c. A person from the reguirement of filing statements.

3. In the event cof a conflict between the provisicns of

_lo_



chapter 174 and the provisions of secticns 502.211 thrcugh
502.218, the provisions of sections 502.211 through 502.218
shall prevail.

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

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

Sec. 9. NEW SECTION. 502.217 APPLICATION OF CORZCRATE
TAKEOVER LAW.

If the target company is a public utility, public utility

holding company, national banking associaticn, bank holding
company, or savings and loan association which is subject to
regulation by a federal agency and the take over of such
company 1s subject to approval by the federal agency, sections
502.211 through 502.218 do not apply.

Sec. 10, NEW SECTION. 502,218 APPLICATION OF SECURITIES
LAW.

All cf the provisions of this chapter which are not 1in
conflict with sections 502.211 through 502.218, appiy to any
takeover offer involving a target company.

Sec. 11, Section 502,407, Code 1987, is amended to read as
follows:

502.407 MISSTATEMENTS IN PUBLICITY.

It 1s unlawful for any person to make or cause tc be made,
in any public report or press release, or in other informaticn
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-tssuwes a target company or made in

connection with a tender offer which 1s, at the time and in
the light of the cilrcumstances under which it 1s made, false
or misleading, if it is reasonably foreseeable that such
statement will induce other persons to buy, sell or hold
securities of the tseswer target company.

Sec. 12. Section 502.501, Code 1987, is amen

the following new subsection:




NEW SUBSECTION. 3, In addition to other remeéies proviced

in this chapter, 1n a proceeding alleging a violation cof
sections 502.211 thrcugh 502.218 the court may provide that
all shares acquired from a resident of this state in wviolation
of any provision of this chapter or rule order issued pursuant
tc this chapter be denied voting rights fcr cne year after
acquisition, that the shares be nontransferable on the books
of the target company, or that during this one-year period the
target company have the option to c¢all the shares for
redemption either at the price at which the shares were
acquired or at book value per share as of the last day of the
fiscal guarter ended prior to the date of the call for
redemption, which redemption shall occur on the date set in
the call notice but not later than sixty days after the call
notice is given.

EXPLANATION

This bill establishes certain requirements for corporate
takeovers to be administered by the commissioner of insurance.
The bill declares that is unlawful for a person to make a
takeover offer or to acquire any equity securities pursuant to
the offer unless the offer is effective pursuant to the
regquirements created. A takeover cffer i1s effective when the
offeror files with the commissioner of insurance a
registration statement containing certain required
information.

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

The commissioner may be rule or order exempt certain
takeover offers from the provisions of this chapter if the

commissioner determines that the takeover offer dces nct have

- . . .
the purpose or effect of changing or influencing the cecntrel

_12_
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0f a target company cor where the commissiocner determines thac
ccmpliance is not necessary for the protecticn of the
offerees.

In addition to other remedies previded under current law,
the court may provide that all shares acquired in viciation of

the provisions of this law be denied voting rights for one

year after acquisition, that the shares be ncntransferable on

the books of the target company, or that during this ¢ne-year
period the target company have the option to call the shares

for redemption.,
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SENATE FILE 470

AN ACT
RELATIRG TO CORPORATE TAKEQVERS.

BE IT ENACTED BY THE GEHNERAL ASSEMBLY OF THE STATE OF I0WA:

Section 1. Section 502.102, subsection 11, Ccde 1987, is
amended to read as follows:

11. "Securities Act of 19)33", "Securities Exchange Act of
1934, "Public Utility Holding Company Act of 193%",
“favestment Company Act of 1940, "Internal Revenue Code of
1954” and “Agricultural Marketing Act" mean the federal
statutes of those namesy-as-amended-before-January-37-3936.

Sec. 2. Sectlon 502.102, subsections 14, 1%, 16 and 17,
Code 1987, are amended by striking the subsections and
inserting the following:

14. For the purposes of sections 502,211 through 502,218,
uniess Ihe context otherwise requires:

a. "Associate® means a person acting jointly or ln concert
with another focr the purpose of acguicing, holding or

'dlspGEXng 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 warraant or tlght to subscribe to or purchase a
stock of similar security.

{3) Any securlty carcying a warrant or right to subscribe
to ot putchase a stock or similar security.

{4) Any other security which the administrator deems to be
of a similar nature and considers necessacy or appropriate,
according to rules prescribed by the administratocr for the
public interest and protection of investors, to be treated as

Senate File 470, p. 2

an equity security,

¢, "Offeror” means a pecson who makes Or in any manner
participates in making a takeover offer. It does not include
a supervised financial institution or broker-dealer laaning
funds to an offeror in the ordinary course of its business, or¢
any supervised financial institution, broker-dealer, attorney,
accountant, consultant, employee, or othec person furnishing
information or advice to or performing ministerial duties for
an offecor, and who does not otherwise participate in the
takeover offer.

d. "Offecee” means the beneficlal owner, who is a resident
of this state, of equity securities which an offeror cffers to
acquirte in connection with a takeover offer.

e. "Takeover offer":

{l) Heans 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 invitatlon for tenders, if after
the acquisition of all securities acquired pursuant t> the
offer either of the following are true:

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

{b] The beneficial ownership by the offeror of ary class
of the outstanding equity securities of the target ccopany
would be increased by more than Elve 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 indlrectly a beneficial owner of more than
ten percent of any class of the outstanding equity securities
ol 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 oy the
cfferor of securities of rhe sane class of equity secucrities
of the target company, would not tesult in the offercr having

0Ly "4°S
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asquired nore than two percent of this class of securities
during the preceding twelve-conth geriod.

(b) An offer £y the targer comuany to acgulre its own
equity securities if such offer 15 subiecy to section ll(e; of
the Securities Exchange Act of 1934,

[c) An offer in which the targe: ¢cmpany is an insurance
company or insurance holding corpany subiect to regulation by
the comaissionet of insurance, a financial instatution subject
to regulation by the state superintendent of banking or tne
state auditoc, or a public utility subject to tegulation by
the cormerce commission.

f. “Targe: company” means an issuer of publicly traded
cquity securities which has at least twenty percent of its
equlity securities beneficially held by residents of this state
and has substantial assets In this state. For the purposes of
this chapter, an equity security is publicly traded if a
trading market exists for the security. & trading market
exists if the security is traded on a national securities
exchange, whether or nct registered pursuant to the Securities
Lxchange Act of 1934, or on the cver-the-counter matket.

g. "Beneficial owner" includes, but is not limited to, any
person who ditectly or indirectly, theough any contract,
arrangement, understanding, ocr relationship, has or shares the
gower to vote or direct the voting of a security or has ot
shares the power Lo dlspose of or otherwise direct tne
disposition of the security, A perzon is the beneficial owner
of gecurities beneficially owned by any relative or spouse or
telative of the spouse residing in the hoce of the person, any
trust o¢ estate in which the person owns ten percent or nore
of the total beneficial interest or serves as trustee or
execuror, any cocrporation oc ectity in which the person owns
ten percent or aore of the equity, and any affiltiate or
associate of the person.

h. "Benaficial ownetship” includes, but is not timited to,
the right, exercisable within sixty days, to acquire

Senate File 470, p. 4

securities shrough the exercise of Oprions, warcants, o:
ti1ghts or the conversion of convertible securities, The
securities subject o these options, warrants, rights., or
corversinn privileges held by a person ace outstanding for the
putrose of computing the percentage of ourstanding secucities
of the class owned by the person, but are not outstanding for
the purpose of cormputing the peccentage of the class owned by
any other person.

15. "Interest at the legal rate” means the intetest race
for judgnents specified in section $35.3.

Sec. 3. Section 502,211, Code 1987, is amended by striking
the section and inserting the following:

502.211 REGISTRATION REQUIREMENT.

1. 1t is unlawful for a person to make a takeover offer or
to acquire any equity securities pursuant to the coffer unless
the offer is valid undecr sections 502,211 through 502.218. A
takeover offer is effective when the offeror files with the
administrarer a registcation statement containing the -
information prescrived in subsection 6. Not later than the
date of filing of the registration atatement, 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 teems of the propeosed
offer. Public disclosure shall requice, at a minimum, that a
copy ¢f the cegistration statement be supplied to all broker-
dealers maintaining an office in this state currently quoting
the security.

2. The registration statement ahall be filed on forms
prescribed by the administeator, and shall be accompanied by a
consent by the offeror to secvice of process and filing fee
specified in section 502,216, and contain the following '
information:

a. Al) information specified in subsection 6.

b. Two copies of all solicitation materials interded to be
used in the takeover offer, and in the form proposed o be
publisned, sent, or delivered to offerees.
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¢. Addirional inforrmation as prescribed by the
administrator by cule, pursuant to chapter LJA, prior to the
making of the offer.

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

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

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

If, based upon the hearing, the administrator €inds that
the cregistration statement fails to provide for full and fair
disclosure of all material information concerning the offer,
or that the takeover ls in violation of any of the provisions
of section 507,211 through 502.218, the adninistrator shall
permanently suspend the effectiveness of the takeover offer,
subject to the right of the offeror to correct disclosure and
other deficiencies identified by the administratcr and to
ceinstate the takeover offer by f£iling a new or amended
registration statement pucrsuant to this section.
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6. The form required to be filed by subsection 2,
paragtraph "a", shall contain all of the fgollowing information:
a. The identity and background of all persons on whose
behalf the acquisition of any equity security of the tacget

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 ot
will be represented by borrowed funds or other consideratlon,
a description of the material tegms of any financing
arrangemnents and the names of the parties from whom the funds
were Or are to be borrowed.

c. If the offeror is othee than a natural pecrson,
information concerning its organization and operations,
including the year, form and jurisdiction of its organization,
2 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 pendiag and
material legal or administrative proceedings in which the
offerct or any of its a€filiates ls 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 stavements of the offeror in a form
and for periods of time as the administrator may, pursvant to
chapter 17A and prior to the ra%ing of the offer, prescribe.

d. [f 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 proceediags in which the offeror is a party.

0Ly "4'S
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e. If wre putpose 0of the acquisiiion 1s to gain control of
the target company, the material teecms of any plans or
proposals which the offeror has, upon gaining contcol, to
liquidate the tacget cc-pany, sell 1ts assets, efifect 1its
merger or consciidation, change the location of its principal
executive office cr of a matecial portion of its business
activities, change its management or policies of employment,
materially alter its telationship with suppliecs or custorers
or the community in which it opecates, ocr make any other cajer
changes in its business, ¢crporate structure, management or
personnel, and other inforration which would materially affect
the shareholders’ evaluation of the acquisition.

" f. The number of shares or units of any equity secucrity of
the target company cwned beneficially by the offeror and any
affiliate or associate of the offeroc, together with the pare
and address of each affiliate or associate.

g, The raterial terms of any contract, arcangement, Or
understanding with any other person with cespect to the equity
securities of the target company by which the offeror has ot
will acquice any interest in additional equity securities of
the target company, or is or will be cobligated to transfer any
interest in the equity securities to another.

h. Information tequired to be included in a tender offer
statement pursuaant to section l4{d} of the Securities Exchange
Act of 1934 and the rules and regulations of the securities
and exchange commission issued pursuvant to the Act.

Sec. 4. Section 502.212, Code 1987, is anended by striking
the section and inserting the following:

502,212 FILING OF SOLICITATION MATERIALS.

Copies of all advectiserents, circulars, letters, or other
materials disseminated by the offecor ocr the target company,
soliciting or requesting the acceptance or rejection of a
takeover offer shall be filed with the administrator and sent
to the tacrget conpany ot offeror not later than the time the
solicitation ot request raterials are first pudblished, sent,
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ot given to the cfferees, The adminisicatac may peohibit tre
use of any matec:als deemed false or misleading.

Sec. 5. sect.on 502.212, Code L1987, is amended by striking
the section and inserting the followiag:

502,21) FRAUDULENT ANO OECEPTIVE PRACTICES,

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

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

2. The purchase of any of the equity securities of an
officer, director, or beneflicial owner of five percent or moce
of the equity securities of the target company by the offercr
or the target company for a consideration greater than that to
be paid to other sharehclders, unless the terms of the
purchase are disclosed in a registration statement filed
pursuant to section 502,211,

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

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

S. 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
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suspended under sectlon 502.211, provided, however, that the
target company cay cormunicate during a suspension with its
equity security holders to the extent required to respond ko
the takeover offer made pursuant to the Securities Exchange
Act of 1934.

Sec, 6. Section 502,214, Code 1987, is acended by striking
the section and inserting the following:

502.214 LIMITATIONS OMN OFFERORS.

1. Kk takeover offer shall contain substantially the same
terms for shareholders residing within and cutside 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 withdcawn by or on behalf of an offerec within
seven days aftec the date the offec has become effective and
after sixty days €rom the date the offer has become effective,
or as otherwise determined by the administrator pursuvant to a
rule or order issued for the protectlion 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 aftecr 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
holdecs, the nunbet of securities deposited or tendered
pursuant to the offer 1s greater than the number of securities
that the cfferor has offered to accept and pay for, the
securities shall be accepted pro rata, disregarding fractions,
according to the number of securities deposited or tendered
for each offeree,

4, 1f an offeror varles the terms of a takeover offer
before the offer’'s expliration date by increasing the
coasideration offered to eguity security holders, the offeror
shall pay the increased consideration for all equity
securities accepted, whether the securities have been accepted
by the offecor before or after the vaciation in the terms of
the offer.
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$. An offecor shall not make a takeover offer or acquire
acy equity securities in this state pursvant to a takeover
offer ducing the period of time that an administrator's
proceeding alleging a violation of this chapter is gending
against the offeror.

6. An offeror shall not acquire, remove, or exercise
control, directly or indirectly, over aay tacget company
assets located in this state purscant to a takeover offer
during the period of time that ar administrator's prcceeding
alleging a violation of this chapter is perding against the
cfferor.

7. An offeror shail not acquire fro= a resident of this
state an equity security of any c¢lass of a target company at
any time within twe years following the last purchase of
secutities pursuant to a takeover offer with respect to that
class, including, but not limited to, acquisitions made by
purchase, exchange, merger, consolidation, partial or complete
liguidation, redemption, reverse stock split,
recapitalization, reorganization, or any other similar
transaction, unless the holders of the equity securities are
atforded, at the time of the acquisition, a ceasonable
cpportunity to dispose of the securities to the offeror upon
substantially equivalent terps as tnose provided in the
earliec takeover offer,

Sec. 7. Sectisn 502,215, Code 1987, is amended by striking
the section and inserting the following:

502.2'% ADMINISTRATION -- RULES AND ORDERS.

1. The administrator shall make and adopt rules and forms
as the administrator determines are necessary Lo carry out the
purposes of sections 502.211 through $02.218.

2. The administrator may by rule oc order exempt from any
ptovision of secticns 502.2i1 through 502,218 the following:
a. A proposed takeovec offer or a categocy or type of

takeover offec which the administirator determines does not
have the purpose or effect of changing or influencing the
control of a target company.
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b. A propnased takeover offer far ~hich the adeinistrator
deterrines that compliance with the sections 1s nei recessary
for the protection of the offerees.

c. A pecson from the requirement of filing statements.

J. In the event of a conflict between the provisions oOf
chapter 174 and the provisions of sections 502,211 through
502.218, the provisions of sections 502.211 through %N2.218
shall prevail.

Sec. 8. MNEW SECTION. ©02.216 FEES AND EYPENSES.

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

Sec. 9. MNEW SECTION. %02.217 APPLICATION OF CORFPORATE
TAKEOVER LAW,

If the target company 18 a public utility, public utilicy
holding corpany, national banking assoclation, bank holding
company, of savings and loan association which is subject to
regulation by a federal agency and the takeover of such
company is subject to apprcoval by the federal agency, sactions
502.211 through 502.218 do not apply.

Sec. 10. WNEW SECTEON. 502.218 APPLICATION OF SECURITILS
LAW.

All of the provisions of this chapter which are not in
conflict with sections 502,211 through $02.218, apply to any
takeover offer involving a tacget company.

Sec. 1l. Section 502,407, Code 1987, is amended to read as
follows:

S02.407 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 informaktion
which is either rade generally available to the public or used
in opposition to a tender offer, any statement of a material
fact relating to en-isswer a target company or rade ia
connection with a tender offer which is, at the time and in
the light of the circumstances under which it is made, false
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or misleading, if it 15 Eeasonably foreseeable thar such
statenent will induce other persons to buy, sell ar holéd
secyrities of the issaer target company.

Sec. 12, Section 502.501, Code 1987, is amended by adding
the following new subsection:

HMEW SUBSECTION. 3. 1In addition to other remedies provided
Ln this chapter, ic a proceeding alleging a violation of
sections 502.211 through 502.218 the court may provide that
alkl shares acquired from a cesident of this state in violat:on
of any provision of this chapter or rule or order issued
pursuant to this chapter be denied voting rights for one year
after acquisition, that the shares be nontransferable on the
books of the target company, ot that ducing this one-year
period the target company have the option to call the shares
for redemption either at the price at which the shares were
acquired or at book value per share as of the last day of the
fiscal quarter ended prior to the date of the call for
redemption, which redenption shall occur on the date set in
the call notice but not later than sixty days after the call
notice is given.

JO ANR ZIMMERMAN
President of the Senate

DONALD D. AVENSON
Speaker of the Housge

I hereby cectify that this bill originated in the Senate and
is known as Senate File 479, Seventy-second General Assembly.
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