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ok, A BILL FOR

1 An Act relating to business corporations.
2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TOWA:
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S.F. foﬁ

Section 1. Section four hundred ninety-six A point four
{996A.4), subsection six (6), Code 1971, is amended tc read
as feolliows:

6. To lend money «oy and eecherwease use its credit to

assist its employeesy-~effiesrg-and-diveatara,

Sec. Z. Section four hundred ninety-six A point seven
{496n.7), subsection three (3}, Code 1971, 1is amended to read
as folliows:

3. Shall not be the same as, or deceptively simiiar to,
the name of any domestic corporation existing under the laws
of this state or any foreign corporation authorized to trans-
act business in this state; or a name the exclusive right
to which is. at the time, reserved in the manner providad

in this chapter, or the name ¢f a corporation which has in

-

na

*

effect a registration of its corporat ne as provided in

e
this chapter, or an assumed name which has besn adopted by

c
2 demestic or a foreign corparation for u

sg in thig state
in the manner provided by this chapterw excent that this pro-

vision shall not: apply if the applicant files vith the sec-

retary of state either of the following:

8. The written consaent of such other corporation or holder

of a reserved or registered name 0 use {he Same or deceptively

similar name and one or more words are added to make such

name distinaguishable from the other nane.

b, A certified copy of final decrez of a court of compe-

tent jurisdiction establishing the pricr Tighit of the appli-

cant to the use of such name in this state. A corporation

with which ancther domestic or forelign curporation is merged,

or which is formed by the reorganirzation cr consclidetion

of cne or more domestic or foreign corporations or upon a

sale, lease or other disposition to or exchange with a do-

mestic corporation of all or substantially all the assets

of another domestic or foreign corporation, including its

name or assumed name, may have the same namz as that used

in cthis state by any of such corporations if such other cor-
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poration was crganizated under the laws of or is authorized

toe transact business in this state,

Sec. 3. Section four hundred ninety-six A point thirteen
{436A.13}, unnumbered paragraph cne (1), Code 1971, is amended
to read as fcllows:

The registered agent so appointed by a corporation, or

if more than one registered agent has been appointed by the

corporation then any one of such agents, shall be an agent

of such corporation upon whom any process, nctice or demand
required or permitted by law to be served upon the corpora-
tion may be served.

Sec. 4. Section four hundred ninety-six A point fourteen
(496A.14) , subsection five (5), Code 1971, is amended to read
as foilows:

5. Convertible into shares of any other class or into
shares of any scries of the same or any other class, except
a class having prior or superior rights and preferences as
to dividends or distribution of assets upon liquidation, but
shares without par value shall not be converted into shares
with par value unless that part of the stated capital of the
corporation represented by such shares without par value 1is,
at the time of conversion, at least equal to the aggregate
par value of the shares into which the shares without par

value are to be converted or the amcunt ¢of anv such defi-

ciency is transferred from surplus to stated capital.

Sec. 5. Section four hundred ninetv-six A point twenty-
two (U396A.22), unnumbered paragravh one (1), Code 187%, is
amended to read as follows:

The shares of a corporation shall Le represented by cexr-
tificates signed by such officcrs, employees or agents as
are authorized by the articles of incorporation or bylaws
to sign. If no contrary provision is made in the articles
or bylaws, such certificates shall be signed by the presi-
dent or a vice=~president and the sceretary or an assistant

secretary of the corporation, and may be sealed with the seal

CPA-J4942 i/
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of the corporation or a facsimile thereof. The signatures
of the president or vice=-president and the secretary or
assistant secretary or other persons signing for the
corporation upon a certificate may be facsimiles <& . If
+he certificate 1s countersigned by a transfer agent, or
registered by a registrar, stheg-than-¢he-corporation-tieself

sr-za-~enpieyes-ef-the—-corpoaratiton the signatures of the persons

signing for such transfer agent or registrar alsc may be

facsimiles, In case any officer or other authorized person

who has signed or whose facsimile signature has been placed
upon such certificate for the corporation shall have ceased

tec be such officer or employee or agent before such certificate
is issued, it may be issued by the corporation with the same
effect as if he were such officer or employes or agent at

the date of its issue,

Sec. &. Section four hundred ninety-six A point twenty-
five (896A.25), Code 1971, is amended by striking the section
and inserting in lieu thereof the following:

8450A,2% SHAREUOLDER'S PREEMPTIVE RIGHTS. Except to the
extent limited cr denied by this section or by the articles
of incorporation, shareholders shall have a preemptive right
tec acguire unissuved or treasury sharss cf securities convezr-
tible into such shares or carrying a right toc subscribe to
or acgquire shares.

Unless otherwise provided in the articles of inceorpora-
tion:

i« No preemptive right shall exist:

a, Tec acquire any shares issued to directors, cfficers
or employees pursuant to approval by the affirmative vote
of the holders of a majority cof the shares entitled to vcte
thereon or when authorized by and consistent with a plan ap-
proved by such a vote of shareholders.

b, To acquire any shares sold otherwise than for cash.

2. Holders of shares of any class that is preferred or
limited as to dividends or assets shall not be entitled to

-l
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any preemptive right.

3. Holders of chares of common stock shall not be entitled
to any preemptive right to shares of any class that is pre-
ferred or limited as to dividends or assets or to any obliga-
tions, unless convertible into shares of common stock or car-
rying a right to subscribe to or acquire shares of common
stock.

4, Holders of common stoeck without wvoting powver shall

(Y- I R R V. Y I N S

have no preemptive right to shares of common stock with vot-

ing power.

P
o

5. The preemptive right shall be only an opportunity to

[ 23
foey

acguire shares or other securities under such terms and con-

s
[+

ditions as the board of directors may fix for the purpose
of providing a fair and reasonable opportunity for the exer-
cise cof such right.

Sec. 7. Section four hundred ninety-six A point twenty-
seven (456A.27), Code 1971, is amended by striking the section
and inserting in lieu thereof the following:

496A.27 MEETINGS OF SHARFHOLDERS. Meetings of share-
holders may be held at such place within or without this state
as may be stated in or fixed in accordance with the bylaws,
If no cother place is stated or fixed, meetings shall be held
at the registered office of the corporation,

An annual mecting of the shareholders shall be held at
such time as may ke stated in or fixed in accordance with
the bylaws. If the annual meeting is not held within any
eighteen-month period the district court of the county where-
in the registered office of the corporation is located may,
upon the written application of any shareholder, order an
annual meeting to be held.

Sec. 8. Section four hundred ninetv-six A point fortv
(4S6A.U40;, Code 7971, is amended by adding the following new
paragraph:

"Unless otherwise restricted by the articles of incorpo-

ration or bylaws, members of the board of directors of any

-5-
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corporation, or any committee designated by such board, may
participate in a meeting of such board or committee by con- .
ference telephone or similar communicaticns equipment by means

of which all persons participating in the meeting can hear

each cther, and participation in a meeting pursuant o this

provision shall constitute presence in person at such meeting.®

Sec. 8, Section four hundred ninety-sixzx A point forty=—
three {836A,583), Code 1971, is amended by adding the following
new paragraph:

*A corporation shall not lend meney ©o0 or use i1ts credit
te assist its directors without authcrization in the particu-
laxr case by its shareholders, but may lend money to and use
its credit to assist any employee of the corporaticn or of
a subsidiary including any such employee who is a director
cf the corporation, if the board cf directors decides that
such loan or assistance may benefit the corporaticn.”

Sec, 10. Section four hundred ninety-six A point forty-
five {495A,u43), Code 1977, is amendad by adding the following i
new paragraphs .

"Subject to any restrictions contained in its articles
of incorporaticn or bylaws, the signatures of the officers
cf any corporation organized under this chapter, on the bonds,
notes, debentures or cothexr evidences of indebiedness oI any
such corporation may be facsimiles and such facsimiles on
such instruments shall be deemed the eguivalent of and con-
stitute the written signatures of such officers for all pur=-
peses including, but nct limited tc, the full satisfaction
of any signature requirements of the laws of this state on
the bonds, notes, debentures and other evidence of indebted-
ness of any such corporation.”

Sec. 11, Section four hundred ninety-six A point fift&-
six (496A.56)}, subsectiocn one (1), Code 3371, is amended by
striking the subsection and inserting in lieu thereof the
following:

1. The board of directors shall adopt a resclution set-

®
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ting forth the proposed amendment and, if shares have been
issued, directing that it be submitted to a vote of a meet-
3 ing of sharehclders, which may be either the annual or a spe-
¢, <ial meeting. If no shares have been issued, the amendment
5 shall be adopted by resolution of the board of directors and
¢ the provisions for adoption by shareholders shall not apply.
7 The resolution may incorporate the proposed amendment in re-
8 Stated articles of incorporation vwhich contain a statement
o that except for the designated amendment the restated arti-
10 c¢les of incorporation correctly set forth without change the
11 corrxesponding provisions of the articles of incorporation
12 as amended,; and that the restated articles of incorporation
i3 tcgethex with the designated amendment supersede the original
14 articles of incorporation and all prior amendments. Unless
s otherwise provided in the articles of incorporation, upon
g the written request of the holders of at least five percent
17 ©of the shares entitled to vote on amendments to articles of
;’ ig incorporation, the board of directors shall adeopt a resolution
1¢ setting forth the amendment propcsed by such shareholders
20 and directing that it be submitted to the next meeting of
; 21 the sharehcidexrs held not less than ninety days after the
22 date of the filing of the request of the sharehclders with
| 23 the secretary of the corporation.
I 24 Sec., 12. Section four hundred ninety-six A point fifty-
25 eight (#4%6A.58), subsections three (3) and five (5), Code
26 1971, are amended to read as follows:
27 3. The date of the adoption of the amendment by the share-
28 holders or by the board of directors where no shares have

29 been issuad,

30 5. The number of chares voted for and against such amend-
31 ment, respectively, and, if the shares of any class are en-
32 titled to vote thereon as a class, the number of shares of

33 each such class voted for and against such amendment, re-

O 34 spectively or if no shares have been issued, a statemcnt to
‘ 35 that effect,
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Sec. 13, Secticn four hundred ninety-six A point sixty-
one {496A.51), subsection three (3}, paragraph "¢", Code 1971,
is amended by striking the paragraph and inserting in lieu
thereof the following:

c. The purpose which the corporation is authorized to
pursue, or that the purpose which the corporation is autho-
rized to pursue is, or include, the transaction of any or
all lawful business for which the corporation may be incor-
porated under this chapter.

Sec. 4., Section four hundred ninety-six A point seventy-
two {896A.72), subsection one {1}, Code 1971, is amended to
read as follows:

1. Any corporation owning at least nazneey-€ave ninety
percent of the outstanding shares of each class of another
corporation may merge such cther corporation into itself with-
out approval by a vote of the sharehcldexs of either corpora-
ticn. Its board of directors shall, by resolution, approve
a plan of merger setting forth:

a. The name of the subsidiary corporation and the name
of the corporation owning at least nrreév-€ewye ninety per-
cent of its shares, which is hereinafter designated as the
SuUrviving corporation.

b. The manner and basis of converting the shares of the

subsidiary corporaticn into shares, obligations or other se-

curities er~obisgattens of the surviving corporation er-ihe
easp-er-sther-coansideration-to—pa-pard-or-dereverad-upsa-sur~
rander-cf-each-share-~of-the-sapsesdiary-corperaesan or of any

cther corporation, or in whole or in part, into cash or other

property. A copy of such plan of merger shall be mailed to

each shareholder of record of the subsidiarv corporation other

than the surviving corporation.

A-copy-of-such-pian-cf-nergar-shati-be-natied-to-each
skarecholder-of-record-oé-the-aghstdiary-corporation-cther
than-che-anrviving-corporatrons

Sec, 15. Section four hundred ninety-six A point ninety-

CPA-R4T82 1/




S.F. zz EZ

four (496A,9%4), subsection one (1), Code 1971, is amended
to read as follows:

1. In a suit by a shareholder when it is established:

a. That the directors are deadlocked in the management
of the corporate affairs and the shareholders are unable to
break the deadlock, and that irreparable injury to the cor-
poration is being suffered or is threatened by reason thereof;
or

b, That the shareholders are deadlocked in voting power,

and have failed, for a period which includes at least two

Pt
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consecutive annval meeting dates, to elect successors to

i

directors whose term has exvired or would have expired upon

]
~N

the election of their successors; or

fd
[}

s
&

b c. That the acts of the directors or those in control
of the corporation are illegal, oppressive or fraudulent:

ped
wn

or

Lo ol
~}

e d, That as shown by the proceedings at any meeting of
the shareholders the shareholders are deadlocked in voting

[
[er]

powey and that irreparable injury to the corporation is being

[
o O

suffered or is threatened by reason thereof; or

N
!

¢ e. That the corporate assets are being misapplied or

[ ]
[ 38 ]

wasted.

%]
L

Sec, 16. Section four hundred ninety-six A point one hun-

[
£~

dred five (496A.105), subsection three (3), unnumbered para-

L]
wLn

graph one {1), Code 1971, is amended to read as follows:

%
[+

Shall not be the same as, or deceptively similar %o, the

[ ]
~J

name of any domestic corporation existing under the laws of

(2]
0

this state or any foreign co:poration authorized to trans-

act business in this state, or a name the exclusive right

to which is; at the time, reserved in the manner provided

in this chapter, or the name of a corporation which has in
effect a registration of its name as provided in this chap-
ter, or an assumed name which has been adopted by a domastic
or a foreign corporation for use in this state in the man-

ner provided by this chapters except that this provision shall

~9m
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not apply if the foreign corporation applying for a certificate

of authority files with the secretary of state any one of

the following:

a. A resclution of its hoard of directors adopting a fic-

titious name for use in transacting business in this state

which fictitious name is not deceptivelv similar tO the name

of any domestic corporation or of any foreign corporation

authorized to transact buginess in this stats or te &ny nane

reserved or registered as nrovided in this chaptex.

», The written consent of such other corporation or holder

ocf a reserved ox registered namc to use the same or deceptively

similar name and one or more words arz added to make such

name distincuilshable from such other name,

c. A certified copy of a final decree of a court of com-

petent jurisdiction establishing the prior right of such

foreign corporation to the use of such name in this state.
EXPLANATION

This bill updates the business corporations law with amend-

ments allowing the use of names of corporations similar to
those already in use under certain circumstances, allowing

the use of facsimiles for countersignatures on shareholder’s
certificates, changing shareholder's preemptive rights, re-
defining the requirements for shareholder’s meetings, allowing
participation in boards of directors’ meetings by telephone,
allowing facsimiles for signatures on bonds of indebtedness,
and allowling mergers with corporations ninety percent of whose
stock 1s owned by the merging corpcocration.

The Iowa Business Corporation Act follcows closely the laodel
Business Corporation Act prepared by a commitiee of the Amer-
ican Bar Association. The Mcdel Act has been revised and
improved in several sections in the last three years. None
of these chanaes has yet been considered in Iowa. It is be-
lieved the Iowa law will be improved by the adoption of some
of these amendments to the Model Act and most of the sections

of this bill are derived from the recent amendments to the

-710—-
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Model Act, although there are a considerable number of changes
tc the Model Act which are not contained in this bill. This
bill contains also several sections recently enacted in other
states which sections also are felt to be desirable in Iowa.,
The general plan and framework of the Iowa Business Corpora-
tion Act remains unchanged. This bill is designed only to
refine and improve the Iowa law, in line with the latest

thinking and experience on these matters.
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following new

LOANS TO EMPI EES AND DIRECTCRS. A
corperation shall not lend money to Cr use its
credit to assist its directors without authorization
in the particular case by its sharehclders, but may
lend money te and use its credit o assist any
empioyee of the corporation or of a subsidiary
inciuding any such emplovee who is a director of
the corgporaticn, if the board of directors decides
that such loan or assistance may benefit the
corporation.”
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Received from the House e «
March 2¢, 1972

Amend Senate File 1191 as follows:

1. Page 10, by striking from lines four and five the word
"fictitious" and inserting in lieu thereof the word "assumed".
27 Page 10, by striking from line six the word "fictitious"
and inserting in lieu thereof the woré "assumed".

ataitd 2 T T2 By DZ KOSTER
Marcn 8, 1972 Rl T T




House 9
March 15, 1972

SENATE FILE 1191

Amend Senate File 1191, as amended and vassed
by the Senate, as follows:

1. Page 5, bv inserting after line 30 the following
paragraph:

"Special meetings of the shareholders may be
called by the president, the board of directors, the
hclders of not less than one-tenth of all the shares
entitled to voie at the meeting, ¢r such c¢ther
officers or persons as may be provided in the
articles of incorporation or the bylaws."

2. Page 6, by striking lines 7 through 16 and
inserting in lieu thereof the following:

Sec. 9. Chapter four hundred ninety-six A,
(496A), Code 1971, is amended by adding the
following new section:

LOANS TQ EMPLOYEES AND DIRECTORS. A
corperation shall not lend money to or use its
credit to assist its directors without authorization
in the particular case by its shareholders, but may
lend money to and use its credit to assist any
employee of the corporation or of a swsidiary
including any such emvloyee who is a director of
the corporation, if the board of directcrs decides
that such loan or assistance may benefit the

OO0~ Y UYL D

corporation.”
3. Page 6, by striking lines 17 throuch 30. w of. a2z 339
4. By renumbering the subseguent secticnrs.

Filed By HILL of Polk
March 14, 1972




