
• flLEu M~I\ 1 1~72 
SENATE FILE II fI 
By COMMITTEE ON JUDICIARY 

Passed Senate, Date ___ 3_-_/_3 __ ~7_~_ Passed House, Date 3-.;/,1.12... 

V 0 t e: Aye 5_.....::3.....::{,, __ Nay s_-'O,--__ v 0 t e: Aye s_--"-8'.,.o'----_ Na y s_'-'O'--__ 

Approved __________ ~~~~------

~'-' Z JL..~_~ ,?-<-J 3- '-1(3 73) .... d. $-17 (It:.! 1) 
('1l~ d.-.....Ii. .L!~ ~ v...-.. ~_ ... J .. ' .. 4~ 

~-~;::~~ A BILL FOR 
1 An Act relating to business corporations. 

2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF' THE STATE OF IO';!\.: 
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S.F. MI-
, Section 1. Section four hundred ninety-six A point four 

2 (~96A.4), subsection six (6), Cede 1971, is amended to read 

3 as follows, 

4 6. To lend money -ee, and ~<:fte~!i!ge use its credi t to 

5 assist its employees,-e£~~ee~s-a~d-d~~ee~e?~. 

6 Sec. 2. Section four hundred ninety-six A point seven 

? (496A.7), subsection three (3), Code 1971, is amended to read 

8 as follows: 

9 3. Shall not be the same as, or deceptively similar to, 

10 ~he name of any domestic corporation existing under the laws 

11 of this state or any foreign corporation authorized to trans-

12 act business in this state, or a name the exclusi'!e right 

13 to which is, at the time, rese~'Ved in the manner provided 

14 in this chapter if or the name:: of a corporation \'lhich h.as in 

15 effect a registration of its corporate na;ne as p:co·vided in 

15 this chapter, or an assulnec' name '(yhich has be:oon adopted by 

17 a dCl'1ast:~c or a foreign co:cp::n:"at5.o1'l fer ~se J.n thiG sta-c.e 

13 in T.h.e manner provided by this .:;h?ip·t~r7' ~<:=eJJt that this p:co-

19 vtsion sh~Jl n'-?~~ .. ~~l..Y if the applicant files .~-rith the sec-

20 !!:.!:'ary of sta"ce either the rOllOHinq: 

21 a. The written consent of such other co~poration or holder 

23 

24 

of a :::-es~rved or registered name Eo use t.ne same or deceptively 

simililr name and One or more words are add~d to maka such 

name dist=-nauishuble from the other nane. -'--'-__ " _______ c....::-=:...;;.::-"=.;;~ 

2S h. A certified copy of final d£crce of a court of compe­

,~6 t~-i.uri.sdiction establishinq the prior .7:iqht of th~ appli-

27 cC.nt to the use of such name in "chis state~ l\ corporation 

28 

30 

31 

32 

33 

34 

" 

with which another domestic or roreiqn C:Jrporation is merged, 

or which is formed by the reorqani7.ation or consolidatian 

of one or more domestic or foreign cOTporations 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 foreiqn corporation, includinq its 

name or assumed name, may have the same name as th~t used 

35 in this state by any of such corporations if such other cor-
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1 poration ~'as organizated under the la~]s of or is authorized 

2 to transact business in this state. 

3 Sec. 3. Section four hundred ninety-six A point thirteen 

4 (496A.13l, unnumbered paragraph one (1), Code 1971, is amended 

5 to read as follmls: 

6 The registered agent so appointed by a corporation~ 

7 if more than one registered agent has been appointed by the 

8 corporation then ilny one of SUC!l agents, sha 11 be an agent 

9 of such corporation upon whom any process, notice or demand 

10 required or permi tted by la\~ to be served upon the corpora-

11 tion may be served. 

12 Sec, 4. Section four hundred ninety-six A point fourteen 

13 (496A.14), subsection five (5), Code 1971, is amended to read 

14 as follows: 

15 5. Convertible into shares of any other class or into 

16 shares of ilny series of the same or any other class, except 

17 a class having prior or superior rights and preferences as 

18 to dividends or distribution of assets upon liguidation, but 

19 shares without par value shall not be converted into shares 

20 with par value unless that part of the stated capital of the 

21 corporation represented by such shares without par value is, 

22 at the time of conversion, at least equal to the aggregate 

23 par value of the shares into which the shares \dthout par 

24 value are to be converted or the amount of an\' such defi-

25 ciency is transferred from surplus to stated capital. 

26 Sec. 5. Section four hundred ninety-six A point blenty-

27 two (496A.22), unnumbered paragraph one (1), Code 1971, is 

28 amended to read as follO\,s: 

29 The shares of a corporation shall Le represented by cer-

30 tificates signed by such officers, employees or agents as 

31 are authorized by the articles of incorporation or bylaws 

32 to sign. If no contrary provision is made in the articles 

33 or bylat-ls, such certificates shall be signed by the presi-

34 dent or a vice-president and the secretary or an assistant 

35 secretary of the corporation, and may be sealed with the seal 
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1 of the corporation or a facsimile thereof. The signatures 

2 of the president or vice-president and the secretary or 

3 assistant secretary or other persons signing for the 

4 corporation upon a certificate may be facsimiles if. If 

5 the certificate ~s countersigned by a transfer agent, or 

6 registered by a registrar, o~he~-~Aan-tha-eor~ra~~on-~t~ei~ 

7 e'l'-e:i'l-e~?,I"eyee-ef-H'\e-ee~~r!i~:i:ef\ the signat.ures of the persons 

8 signinq for such transfer agent or reqist.rar also may be 

9 facsimiles. In case any office.:' or other authorized person 

10 who has signed or \-Ihose facsimile signature has been placed 

11 upon such cert.ificate for the corporation shall have ceased 

12 to be such officer or employee or a.gent before such certificat.e 

13 is issued J it may be issued by the corporation with the same 

14 effect as if he were such officer or employee or agent at 

15 the date of its issue. 

16 Sec. S. Section four hundred ninety-six ;, point t:wenty-

17 five (1l96A.25), Code 1971, is amended by striking the section 

18 and inserting in lieu thereof the follov;ing: 

19 490A.25 SHAREHOLDER'S PREEMPTIVE RIGHTS. Except to the 

20 extent limited or denied by this section or by the articles 

21 of incorporation, shareholders shall have a preemptive right 

22 to acquire unissued or treasury shares of securities conver-

23 tible into such shares or carrying a right to SUbscribe to 

24 or acquire shares. 

25 Unless otherwise provided in the articles of in corpora-

26 tion: 

27 1. No preemptive right shall exist: 

28 a. To acquire any shares issued to directors, officers 

29 or employees pursuant to approval by the affirmative vote 

30 of the holders of a majority of the shares entitled to vote 

31 thereon or when authorized by and consistent with a plan ap-

32 proved by such a vote of sharehOlders. 

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

34 2. Holders of shares of any class that is preferred or 

35 limited as to dividends or assets shall not be entitled to 
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1 any preemptive right. 

2 3. Holders of shares of common stock shall not be entitled 

3 to any preemptive right to shares of any class that is pre-

4 ferred or limited as to dividends or assets or to any obliga-

5 tions, unless convertible into shares of common stock or car-

6 rying a right to subscribe to or acquire shares of common 

7 stock. 

S 4. Holders of COrnr.lon stock without voting pm.'er shall 

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

10 ing power. 

11 5. The preemptive right shall be only an opportunity to 

12 acquire shares or other securities under such terms and con-

13 ditions as the board of directors may fix for the purpose 

14 of providing a fair and reasonable opportunity for the exer-

15 cise of such right. 

16 Sec. 7. Section four hundred ninety-six A point twenty-

17 seven (496A.27), Code 1971, is amended by striking the section 

18 and inserting in lieu thereof the following: 

19 

20 

22 

23 

24 

25 

26 

27 

28 

29 

496/\.27 I1EETINGS OF SHAREHOLDERS. Heetings of share­

holders may be held at such place within or \vithout this state 

as may be stated in or fixed in accordance with the bylaws. 

If no other place is stated or fixed, meetings shall be held 

at the registered office of thc corporation. 

An annual meeting of the shareholders shall be held at 

such time as may be stated in or fixed in accordance with 

the bylaws. If the annual meeting is not held \.;i thin 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 

30 annual meeting to be held. 

31 Sec. B. Section four hundred ninety-six 1\ point forty 

32 (496A. 40 j, Code 1971, is amended by adding the following ne,·, 

33 paragraph: 

34 "Unless othe!'\1ise restricted by the articles of incorpo-

35 ration or bylavls, members of the board of directors of any 
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1 corporation, or any committee designated by such board, may 

L participate in a meeting of such board or committee by con-

:3 ference telephone or similar COMmunications equipment by means 

4 of w:1ich all persons participating in the meeting can hear 

5 each other, and participat5.on in a meeting pursuant to this 

;; provision shall constitute presence in person at such meeting. n 

7 Sec. 9. Section feur hundred ninety-six 1\ point forty-

8 three (4961\.!; 3 i" Cede 1971, is amended by adding the fOllmdng 

9 new paragraph; 

! 0 ~ A corpora tion sha 11 not lend money -toO or use its credi t 

11 to assist its directors without authorization in the particu-

12 lar case by its shareholders, but may lend money to and use 

13 its credit to assist any employee of the corporation or of 

14 a subsidiary including any such employee who is a director 

15 of the corporation, if the board of dir.ectors decides that 

16 such loan 0):' assistance may benefit the corporation." 

17 Sec. 10. section four hundred nine ty-six 11 point for-ty-

),8 five (496A.45), Code '1971, is amended by adding the following 

19 new paragraph: 

20 "Subject to any restrictions contained in its articles 

21 of incorporation or bylav/s, the signa'cures of the officer;;; 

22 of any corporation organized under this chapter, on the bonds, 

23 notes, debentures or other evic1.ences of indebtedness of any 

24 such corporation may be facsimiles and such facsimiles on 

25 such ins·truments shall be deemed the equivalent of and con-

26 stitute the written signatures of such officers for all pur-

2? poses including, but net limited to, the full satisfaction 

28 of any signature requirements of the laws of this state on 

29 the bonds, notes, debentures and otheL evidence of indebted-

30 ness of any such corporation." 

31 Sec. 11. Section four hundred ninety-six A point fifty-

32 six (496A.56), subsection one (1), Code 1971, is amended by 

33 striking the subsection a.nd inserting in lieu thereof the 

34 following: 

35 1. The board of directors shall adopt a resolution set-
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1 ting forth the proposed amendment and, if shares have been 

2 issued, directing that it be submitted to a vote of a meet-

3 ing of Shareholders, which may be either the annual or a spe-

4 cial meeting. If no shares have been issued, the amendment 

5 Shall be adopted by resolution of the boa~d of directors and 

6 the provisions for adoption by shareholders shall not apply. 

7 The resolution may incorporate the proposed amendment in re-

8 stated articles of incorporation ~lhich contain a statement 

9 that except for the designated amendment the restated arti-

10 cles of incorporation correctly set forth without change the 

11 corresponding provisions of the articles of incorporation 

12 as amended, and that the restated articles of incorporation 

13 together with the designated amendment supersede the original 

14 articles of incorporation and all prior amendments. Unless 

15 otherwise provided in the articles of incorporation, upon 

16 the written request of the holders of at least five percent 

17 of the shares entitled to vote on amendments to articles of 

18 incorpor~tion, the board of directors shall adopt a resolution 

19 setting forth the amendment proposed by such shareholders 

20 and directing that it be submitted to the next meeting of 

21 the shareholders held not less than ninety days after the 

22 date of the filing of the request of the shareholders "ith 

23 the secretary of the corporation. 

24 Sec. 12. Section four hundred ninety-six A point fifty-

25 eight (496A.58), subsections three (3) and fiVe (5), Code 

26 1971, are amended to read as follows: 

27 3. The date of the acoption of the amendment by the share-

28 holders or by the board of directors \-,here no shares have 

29 been issued. 

30 5. The number of shares 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-

34 spectively or if no shares have been issued, a statement to 

35 that effect. 
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1 Sec. 13. Section four hundred ninety-six A point sixty-

2 one (496A.61), subsection three (3), paragraph ~cn, Code 1971, 

3 is amended by striking the paragraph and inserting in lieu 

4 thereof the following: 

5 c. The purpose which the corporation is authorized to 

6 pursue, or that the purpose which the corporation is autho-

7 rized to pursue is, or include, the transaction of any or 

8 all lawful business for which the corporation vlay be incor-

9 porated under this chapter. 

10 Sec. 14. Section four hundred ninety-six A point seventy-

11 two (496A.72), subsection one (1), Code 1971, is amended to 

12 read as follows: 

l~ 1. Any corporation owning at least ~~ne~7-£~ve ninety 

14 percent of the outstanding shares of each class of another 

15 corporation may merge such other corporation into itself with-

16 out approval by a vote of the shareholders of either corpora-

17 tion. Its board of directors shall, by resolution, approve 

18 a plan of merger setting forth: 

19 a. The name of the subsidiary corporation and the name 

20 of the corporation o~ming at least. l'I<j,fiee~-€~.,e ni nety per-

21 cent of its shares, which is hereinafter designated as t:he 

22 surviving corporation. 

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

24 subsidiary corporation into shares, obligations or other se-

25 curities er-<:)~-1:ierat~el'l~ of the surviving corporation er-t!-1e 

26 easn-er-e~fter-eel'l9idera~iofi-~o-~e-~a~d-or-de~~~eree-u~1'I-3~-

27 ~ende~-ef-eaeh-9hare-e£-the-9ftbs2aiary-ee~e~a~ie" or of any 

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

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

30 each Shareholder of record of the subsidiary corporation other 

31 than the survivinq corporation. 

32 A-eopy-o~-SfteA-~%aft-e£-Mererer-5ha~~-be-ma~~ed-te-eaeh 

33 sharehe%der-of-reeere-ef-the-sftbsidiary-eor~rat±on-etfter 

34 than-~e-s~r~ivil'lq-eor~ratioft~ 

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

-s-
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1 four (496A.94), subsection one (1), Code 1971, is amended 

2 to read as follows: 

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

4 a. That the directors are deadlocked in the management 

5 of the corporate affairs and the shareholders are unable to 

6 break the deadlock, and that irreparable injury to the cor-

7 poration is being suffered or is threatened by reason thereof; 

8 or 

9 b. That the shareholdars are deadlocked in voting power, 

10 and have failed, for a period which includes at least tldO 

11 consecutive annual meetinq dates, to elect successors to 

12 directors ~lhose term has exoired or would have expired upon 

13 the election of their successors; or 

14 5 c. That the acts of the directors or those in control 

15 of the corporation are illegal, oppressive or fraudulent; 

16 or 

17 e d. That as shown by the proceedings at any meeting of 

18 the shareholders the shareholders are deadlocked in voting 

19 power and that irreparable inj ury to the corporation is being 

20 suffered or is threatened by reason thereof; or 

21 e e. That the corporate assets are being misapplied or 

22 wasted. 

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

24 dred five (496A.10S), subsection three (3), unnumbered para-

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

26 Shall not be the same as, or deceptively similar to, the 

27 name of any domestic corporation existing under the laws of 

28 this state or any foreign corporation authorized to trans-

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

30 to which is, at the time. reserved in I:he manner provided 

31 in this chapter t or the name of a corporation \~hich has in 

32 effect a registration of its name as provided in this chap-

33 ter. or an assumed name , ... hich has been adopted by a domestic 

34 or a foreign corporation for use in this state in the man-

~ 35 ner provided by this chapter~ except that this provision shall 
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1 not apply if the foreign corporation applying for a certificate 

2 of authority files with the secretary of state anyone of 

3 the follol-/ing: 

4 a. A resolution of its board of directors adopting a fic-

5 titious name for use in transacting Dusiness in this state 

6 'Ilhich fictitious name is not deceoti vel)' sir-ilar to the name 

7 of any domestic corporation or of any forciqn corporation 

3 authorized to transact business in this stats or to any name 

9 reserved or registered as provided in this chapter. 

10 ~. The written consent of such other corporation or holder 

11 of a reserved or registered name to use the same or deceptively 

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

13 name distinquishable from such other name. 

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

15 retent jurisdiction establishing the prior right of such 

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

17 EXPLANATION 

18 This bill updates the business corporations law vlith amend-

19 ments allowing the use of names of corporations similar to 

20 those already in use under certain circumstances, allowing 

21 the use of facsimiles for countersignatures on shareholder's 

22 certificates, changing shareholder's preemptive rights, re-

23 defining the requirements for shareholder's meetings, allowing 

24 participation in boards of directors' meetings by telephone, 

25 allovling facsimiles for siqnatures on bonds of indebtedness. 

26 and allowing mergers with corporations ninety percent of ""hose 

27 stock is owned by the merging corporation. 

28 The Iowa Business Corporation Act follows closelY the Ilodel 

29 Business Corporation Act prepared by a co~~ittee of the A~er-

30 ican Bar Association. The Model Act has been revised and 

31 improved in several sections in the last three years. None 

32 of these chanqes has yet been considered in Iowa. It is be-

33 Heved the Iowa lavl will be improved by the adoption of some 

34 of these amendments to the Hodel Act and most of the sections 

35 of this bill are derived from the recent amendments to the 
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1 Model Act, although there are a considerable number of changes 

2 to the Ilodel Act \-lhich are not contained in this bill. This 

3 bill contains also several sections recently enacted in other 

4 states 'vhich sections also are felt to be desirable in Imva. 

5 The general plan and framework of the Iowa Business Corpora-

6 tion Act remains unchanged. This bill is designed only to 

7 refine and improve the Iowa la~l, in line 'vith the latest 

8 thinking and experience on these matters. 
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HOUSE ~~ENDMENT TO SE~ATE FrLE 1191 

Amend 5e~ate Fi2.e 1191,. as ru'ner..dad and ~assed 
by '~he .Sanate; .3.S fc:lc\vs: 

Page 5, by ':!1se~ti:".g a::t.er liT1e 30 ~::e follo~,;ing 
oaraqra·oio : 
- If§pe~ial ~eeti~gs of the sharehclders ~~y ~e 
called by the ?~eside~t; t~e bca~~ of directors. c~e 
~olders of not less t~a~ cn2-te~th cf a:l the s~ares 
entit:ed ~o veta at t~e meeti~g, O~ such o~her 
officers or nersons as may ba orovided i~ tha 
artic:'es of lncorooratior. ~r the bvlal,.;s.!1 

2. Page 6, ~y-st~i~i~g :i~es i-~hrough ~6 and 
ir.se=~i~g ir. lie~ t~erec: ~he ~ollowi~g: 

l'Sec. 9. C:"apte:c f;:,ur hU!lCred ni:le~y-5ix A 
(496A), Code 1971, is ~~e~ded bv addi~g the 
follo .. ..,i~g ~e .. '" s,=cticn: .. 

r..-OA0:S TO E~Pr.OYEES F.ND DIRECTORS. A 
corporation shall not lend ntoney 7.0 or use i l:.S 
credit to assist its directors without authorization 
in the narticular case bv its shareholders, but rna~ 
le~d rno;'ey to ar.d use its credit to assist a~y 
employee of ~~e cor~o~ation or of a subsidiary 
including any such e~?loyee who is a di~ector of 
the co=poraticn, i: the board of directors decides 
that such loan or assistance may benefit the 
corpora~ion~11 

Received from the House 
:-larch 24, 1972 

1 fu~end Senate File 1191 as follows: 
2 1. Page 10, by striking from lines four and five the wore 
3 11 fictitious II and insertinc in lieu thereof the \.Jorc "assumed". 
4 2. Page 10, by striking ~rom line six t~e word "fictitious" 
5 and inserting in lieu thereof the t ... orc. "assumed". 

Filed By DE KOSTER 
March 8, 1972 



House 9 
March 15, 1972 
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Filed 

SENATE FILE 1191 

Amend Senate File 1191, as amended and passed 
by the Senate, as follows: 
1. Page 5, by inserting after line 30 the following 
paragraph: 

"Special meetings of the shareholders may be 
called by the president, the board of directors, the 
holders of not less L~an one-tenth of all the shares 
entitled to vote at the meeting, or such other 
officers Or persons as may be provided in the 
articles of incornoration or the bylaws." 
2. Page 6, by striking lines 7 through 16 and 
inserting in lieu thereof the following: 

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

LOANS TO EMPLOYEES AND DIRECTORS. A 
corporation 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 subsidiary 
including any such employee who is a director of 
the corporation, if the board of directors decides 
that such loan Or assistance may benefit the 
corporation. ft } 

3. Page 6, by striking lines 17 through 30. '" d. 7/23'H/Jfi 
4. By renumbering the subsequent sectio~s. 

By HILL of Polk 
March 14, 1972 


