CHESTER J. CULVER OFFICE OF THE GOVERNOR PATTY JUDGE

GOVERNOR LT. GOVERNOR

May 9, 2007

The Honorable Michael Mauro
Secretary of State

State Capitol Building
LOCAL

Dear Mr. Secretary:

| hereby transmit:

House File 651, an Act relating to business corporations, by providing for. information
required to be filed with the secretary of state and providing for shares and instruments
associated with such corporations.

The above House File is hereby approved this date.

Singerely,

Chester J. Culver
Governor
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cc: Secretary of the Senate
Chief Clerk of the House
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HOUSE FILE 651

AN ACT
RELATING TO BUSINESS CORPORATIONS, BY PROVIDING FOR INFORMATION
REQUIRED TO BE FILED WITH THE SECRETARY OF STATE AND
PROVIDING FOR SHARES AND INSTRUMENTS ASSOCIATED WITH SUCH
CORPORATIONS.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 490.120, Code 2007, is amended by
adding the following new subsection:

NEW SUBSECTION. 12. Whenever a provision of this chapter
permits any of the terms of a plan or a filed document to be
dependent on facts objectively ascertainable outside of the

plan or filed document, all of the following provisions apply:

a. The manner in which the facts will operate upon the
terms of the plan or filed document shall be set forth in the
plan or filed document.

| b. The facts may include, but are not limited to any of
the following:

(1) Any of the following that is available in a nationally
| recognized news or information medium either in print or

electronically: statistical or market indices, market prices

of any security or group of securities, interest rates,
currency exchange rates, or similar economic or financial
data.
il (2) A determination or action by any person or body,
| including the corporation or any other party to a plan or
filed document.

(3) The terms of, or actions taken under, an agreement to
which the corporation is a party, or any other agreement or
document.

c. As used in this subsection:




(1) "Filed document" means a document filed with the
secretary of state under any provision of this chapter except
division XV or section 490.1622.

(2) "Plan" means a plan of merger or share exchange.

d. The following provisions of a plan or filed document
may not be made dependent on facts outside the plan or filed
document :

(1) The name and address of any person required in a filed
document.

(2) The registered office of any entity required in a
filed document.

(3) The registered agent of any entity required in a filed
document.

(4) The number of authorized shares and designation of
each class or series of shares.

(5) The effective date of a filed document.

(6) Any required statement in a filed document of the date
on which the underlying transaction was approved or the manner
in which that approval was given.

e. If a provision of a filed document is made dependent on
a fact ascertainable outside of the filed document, and that
fact is not ascertainable by reference to a source described
in paragraph "b", subparagraph (1), or a document that is a
matter of public record, or the affected shareholders have not
received notice of the fact from the corporation, then the
corporation shall file with the secretary of state articles of
amendment setting forth the fact promptly after the time when
the fact referred to is first ascertainable or thereafter
changes. Articles of amendment under this paragraph are
deemed to be authorized by the authorization of the original
filed document to which they relate and may be filed by the
corporation without further action by the board of directors
or the shareholders.

Sec. 2. Section 490.140, Code 2007, is amended by adding
the following new subsection:

NEW SUBSECTION. 11A. The phrase "facts objectively
ascertainable" outside of a filed document or plan is defined

in section 490.120, subsection 12.

Sec. 3. Section 490.202, Code 2007, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. Provisions of the articles of
incorporation may be made dependent upon facts objectively
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ascertainable outside the articles of incorporation in
accordance with section 490.120.

Sec. 4. Section 490.601, Code 2007, is amended to read as
follows:

490.601 AUTHORIZED SHARES.

1. The articles of incorporation must preseribe-the set

forth any classes of shares and series of shares within a

class, and the number of shares of each class and series, that

the corporation is authorized to issue. If more than one
class or series of shares is authorized, the articles of
incorporation must prescribe a distinguishing designation for

each classy or series and must describe, prior to the issuance

of shares of a class or series, the terms, including the

preferences, rights, and limitationsy-and-retative-rights-ef

that-ectass-must-be-described-in-the-artiectes-of-incorporation
of that class or series. A%t Except to the extent varied as

permitted by this section, all shares of a class or series

must have terms, including preferences, rights, and

limitationsy-and-retative-rights that are identical with those
of other shares of the same class exeept-te-the-extent
otherwise-permitted-by-seetion-496-662 or series.

2. The articles of incorporation must authorize beth all
of the following:

a. One or more classes or series of shares that together
have unlimited voting rights.

b. One or more classes or series of shares, which may be
the same class or classes as those with voting rights, that
together are entitled to receive the net assets of the
corporation upon dissolution.

3. The articles of incorporation may authorize one or more
classes or series of shares that have any of the following
qualities:

a. Have special, conditional, or limited voting rights, or
no right to vote, except to the extent prehibited otherwise
provided by this chapter.

b. Are redeemable or convertible as specified in the
articles of incorporation in any of the following ways:

(1) At the option of the corporation, the shareheoiders
shareholder, or another person or upon the occurrence of a
designated specified event.

(2) For cash, indebtedness, securities, or other property.
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(3) In-a-designated-amount-or—-in-an—-ameunt At prices and

in amounts specified, or determined in accordance with a

designated formula er-by-reference-te-extrinsiec-data-or
events.

c. Entitle the holders to distributions calculated in any
manner, including dividends that may be cumulative,
noncumulative, or partially cumulative.

d. Have preference over any other class or series of
shares with respect to distributions, including dividends-and
distributions upon the dissolution of the corporation.

4, The terms of shares may be made dependent upon facts

objectively ascertainable outside the articles of

incorporation in accordance with section 490.120, subsection
12,

5. The terms of shares may vary among holders of the same

class or series so long as such variations are expressly set

forth in the articles of incorporation.

6. The description of the designatiens;y preferences,
rights, and limitationsy-and-retative-rights of share classes

or series of shares in subsection 3 is not exhaustive.
Sec. 5. Section 490.602, Code 2007, is amended by striking
the section and inserting in lieu thereof the following:
490.602 TERMS OF CLASS OR SERIES DETERMINED BY BOARD OF
DIRECTORS.

1. If the articles of incorporation so provide, the board

of directors is authorized, without shareholder approval, to
do any of the following:

a. Classify any unissued shares into one or more series
within a class.

b. Reclassify any unissued shares of any class into one or
more classes or into one or more series within one or more
classes.

c. Reclassify any unissued shares of any series of any
class into one or more classes or into one or more series
within a class.

2. If the board of directors acts pursuant to subsection
1, it must determine the terms, including the preferences,
rights, and limitations, to the same extent permitted under
section 490.601, of any of the following:

a. Any class of shares before the issuance of any shares
of that class.
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b. Any series within a class before the issuance of any
shares of that series.

3. Before issuing any shares of a class or series created
under this section, the corporation must deliver to the
secretary of state for filing articles of amendment setting
forth the terms determined under subsection 1.

Sec. 6. Section 490.624, Code 2007, is amended to read as
follows:

490.624 SHARE OPTIONS.

l. A corporation may issue rights, options, or warrants
for the purchase of shares or other securities of the
corporation. The board of directors shall determine (i) the
terms upon which the rights, options, or warrants are issuedsy
their-form—and—-eoentent;—and-the-consideration-for-whieh-the

shares—-are—-te-be-i+ssued, and (ii) the terms, including the

consideration for which the shares or other securities are to

be issued. The authorization by the board of directors for

the corporation to issue such rights, options, or warrants

constitutes authorization of the issuance of the shares or

other securities for which the rights, options, or warrants

are exercisable.

2. The terms and conditions of such rights, options, or

warrants, including those outstanding on the effective date of
this section, may include, without limitation, restrictions,

or conditions that do any of the following:

a. Preclude or limit the exercise, transfer, or receipt of

such rights, options, or warrants by any person or persons

owning or offering to acquire a specified number or percentage

of the outstanding shares or other securities of the

corporation or by any transferee or transferees of any such

person or persons.

b. Invalidate or void such rights, options, or warrants

held by any such person or persons or any such transferee or

transferees.
Sec. 7. Section 490.1005, subsection 8, Code 2007, is
amended to read as follows:

8. To make any change expressly permitted by section
490.602, subsection 4 1 or 2, to be made without shareholder
approval.

Sec. 8. Section 490.1006, Code 2007, is amended to read as

follows:
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490.1006 ARTICLES OF AMENDMENT.

After an amendment to the articles of incorporation has
been adopted and approved in the manner required by this
chapter and by the articles of incorporation, the corporation
shall deliver to the secretary of state, for filing, articles
of amendment, which shall set forth all of the following:

1. The name of the corporation.

2. The text of each amendment adopted, or the information

required by section 490.120, subsection 12, paragraph "e".

3. If an amendment provides for an exchange,
reclassification, or cancellation of issued shares, provisions
for implementing the amendment, if not contained in the
amendment itself, which may be made dependent upon facts

obijectively ascertainable outside the articles of amendment in

accordance with section 490.120, subsection 12.

4, Fhe-date-of-each-amendmentls-adoptiens

5+ If an amendment was-adepted-by-the-incorporaters-or
beard-of-directors-without-sharehotder-apprevat;-a-statement
that-the-amendment-was—-duty-approved-by-the-inecerperators—or
by-the-board-of-directors;—-as—the-case-may-bey-and-that
sharehotder-approvat-was—not-required-:

6 a. If-an-amendment-required Required approval by the
shareholders, a statement that the amendment was duly approved
by the shareholders in the manner required by this chapter and
by the articles of incorporation.

b. TIs being filed pursuant to section 490.120, subsection
12, a statement to that effect.

Sec. 9. Section 490.1102, subsection 4, Code 2007, is
amended to read as follows:

4., The terms deseribed-in-subsectien-3;-paragraphs-ibi-and
Lels of a plan of merger may be made dependent on facts

objectively ascertainable outside the plan ef-mergery-previded

that-those-facts-are-objectivety-ascertatnabte in accordance
with section 490.120, subsection 12. Phe-term—Yfactsl

inetudess-but-its-net-timited-to7-the-eceurrence-of-any-events
tnetuding-a-determination-or-actien-by-any-persen-or-bedysy
itnetuding-the-corporations

Sec. 10. Section 490.1103, subsection 4, Code 2007, is
amended to read as follows:

4. The terms deseribed-in-subsectien-3;7-paragraphs-!b'l-and

Leud; of a share exchange may be made dependent on facts

objectively ascertainable outside the plan ef-share-exchangesy
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provided-that-those-facts-are-objeetively-ascertainabte in
accordance with section 490.120, subsection 12. Phe-term

Ufaets!-inetudesy-but-is-not-timited-to;-the-oceurrence-of-any
eventy-inetuding-a-determination-er-action-by-any-persen-or
bedyr-ineiuding-the-corporations

Sec. 11. Section 490.1601, subsection 5, unnumbered
paragraph 1, Code 2007, is amended to read as follows:

A corporation shall keep a copy of the following records at

its principal office:

Sec. 12. Section 490.1601, subsection 5, paragraph a, Code
2007, is amended to read as follows:

a. Its articles or restated articles of incorporation, and
all amendments to them currently in effect, and any notices to

shareholders referred to in section 490.120, subsection 12,

paragraph "e", regarding facts on which a filed document is
dependent.
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PAT]:ICK T B%JRPHY U\

Speaker of the House

JOHN P. KIBBIE
President of the Senate

I hereby certify that this bill originated in the House and
is known as House File 651, Eighty-second General Assembly.

o A s,

MARK BRANDSGAR

/M ﬁﬁ\ Chief Clerk of the House
Approved 4“1/’ r 2007

Dot fp /i~

CHESTER J CULVER
Governor




