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S.F. S2'f II. F. -·-

1 Section 1. Section four hundred ninety-six A point two 

2 (496A.2), Code 1975, is amended by addinq the following new 

3 subsection: 

4 NF.W SUBSECTION. "Non-admitted organization" means any 

5 corporation, bank, trust company, mutual savings bank, savings 

6 and loan association, national banking association or insurance 

7 company which is orqanized under the laws of another state 

8 and which is not entitled under this chapter to procure a 

9 certificate of authority to transact business in this state. 

10 Sec. 2. Section four hundred ninety-six A point twenty-

11 five (L~96A.25), Code 1975, is amended to read as follows: 

12 496A.25 SHAREHOLDERS' PRE-E.HPTIVE RIGHTS. Except to the 

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

14 of incorporation, shareholders shall have a pre-emptive rioht 

15 to acquire unissued er-~reestlry shares e~ or securities 

16 convertible into such shares or carrying a right to subscribe 

17 to or acquire shares. 

18 Unless otherwise provided in the articles of incorporation: 

19 1. No pre-emptive riqht shall exist: 

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

21 or employees pursuant to approval by the affirmative vote 

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

23 thereon or when authorized by and consistent with a plan 

24 approved by such a vote of shareholders. 

25 b. To acquire any shares sol~ otherwise than for cash. 

26 c. To acquire treasury shares of the corporation. 

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

28 limited as to dividends or assets shall not be entitled to 

2 9 any pre-emptive right. 

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

31 to any pre-emptive right to shares of any class that is 

32 Dreferred or li~ited as to dividends or assets or to any 

33 obligations, unless convertible into shares of-common stock 

34 or carrying a right to subscribe to or acquire shares of 

35 common stock. 
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I 4. Holders of common stock without voting power shall 

2 have no pre-emptive riqht to shares of common stock with 

3 voting power. 

4 5. The pre-emptive right shall be only an opportunity 

5 to acquire shares or other securities under snch terms and 

6 conditions as the board of directors m2y fix for the purpose 

7 of providing a fair and reasonable oppc·rtuni ty for the exercise 

8 of such riqht • 

9 Sec. 3. Section four hundred ninety-six A point thirty-

10 five (496A.35), unnumhered paraqraph one (1), Code 1975, is 

II amended to read as follows: 

I2 The number of directors shall be fixed by or in the manner 

I3 provided in the articles of incorpora-L.on or the bylaws, 

I4 except as to the number constituting th.,;: initial board of 

IS directors, which number shall be fixecl. by the articles of 

16 incorporation. The number of directors may be increased or 

1 7 decreased from tirne to time by amen<'lrnen,-::_ to or iro. _ t·i1~ m~~~ 

I 8 provided in the articles of incorporat~on or ~he bylaws, but 

19 no decrease shall have the effect of S·:)rtening the term of 

20 any incumbent director. In the absenc of ~ bylaw fi~ift~ 

21 providing for the numLer of directors ;· n.d in the absence of 

22 a provision adopted in the manner prov :ed in the articles 

2 3 of incorporation or the bylaws, the m.:···''er shall be the sarn.e 

24 as that s~a~e~ provided for in the artl~les of incorporation. 

25 The names and addresses of the members f the first board 

26 of directors shall be stated in the articles of incorporatioP. 

27 Such persons shall hold office un~il ths first annual me8 ing 

28 of shareholders, and until their succe:sors shall have been 

29 elected and qualify. At the first annnal meeting of 

30 shareholders and at each annual meetir 1 thereafter the 

31 shareholders shall elect directors to hold office until the 

32 next succeeding annual meeting, except in case of the 

33 classification of directors as permitted by this chapter. 

34 Each director shall hold office for th • term tor which he 

35 is elected and until his successor sha~, have been el2cted 
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1 and qualifies, unless removed in accordance with provisions 

2 of this chapter. 

3 Sec. 4. Section four hundred ninety-six A point forty 

4 ( 4 96A. 40) , unnu!'1bered paraqraph bvo ( 2) , Code 197 5, is amended 

5 to read as follows: 

6 Reqular meetings of the board of directors or any committee 

7 designated by the board may be held with or without notice 

8 as prescribed in the bylaws. Special meetings of the board 

9 of directors or any committee designated by the board shall 

10 be held upon such not~ce as is prescribed in the bylaws. 

11 Attendance of a director at a meeting shall constitute a 

12 waiver of notice of such meeting, except where a director 

13 attends a meeting for the express purpose of objecting to 

14 the transaction of any business because the meeting is not 

15 lawfully called or convened. Neither the business to be 

16 transacted at, nor the purpose of, any reqular or special 

17 meeting o~ the board of directors or any committee designated 

18 by the board need be specified in the notice or waiver of 

19 notice of such meeting unless required by the bylaws. 

20 Sec. 5. Section four hundred ninety-six A point one hundred 

21 three (496A.103), Code 1975, is amended to read as follows: 

22 496A.1 03 ADMISSION OF FOREIGN CORPORATION--NONADHITTED 

2 3 ORC";ANI ZATION. 

24 1. No foreign corporation shall have the right to transact 

25 business in this state until it shall have procured a 

26 certificate of authority so to do from the secretary of state. 

27 No foreign corporation shall be entitled to procure a 

28 certificate of authority under this chapter to transact in 

29 this state any business which a corporation organized under 

30 this chapter is not prel'1itted to transact. A foreign 

31 corporation shall not be denied a certificate of authority 

32 by reason of the fact that the laws of the state or country 

33 under which such corporation is organized governing its 

34 organization and internal affairs differ frol'1 the laws of 

35 this state, and nothing in this chapter contained shall be 

-3-

CPA·34947 1/71 

• 
-. 

• 



• 

• 

• 

S.F. S.:?¥ ll.F • 

1 construed to authori7.e this state to regulate the organization 

2 or the internal affairs of such corporation. 

3 2. Without excluding other activities which May not 

4 constitute transacting business in this state, a foreign 

5 corporation or nonadmittted organization shall not be 

6 considered to be transacting business in this state, for the 

7 purposes of this chapter, by reason of carrying on in this 

8 state any one or more of the following activities: 

9 4 a. Maintaninq or defending any action or suit or any 

10 administrative or arbitration proceeding, or effecting the 

11 settlement thereof or the settlement of claims or disputes. 

12 % b. Holding meetings of its directors or shareholders 

13 or carrying on other activities concerning its internal af-

14 

15 

16 

fairs. 

3 c. Maintaining bank accounts. 

~ d. Maintaining offices or agencies for the transfer, 

17 exchange and reqistration of its securities, or appointing 

18 and maintaining trustees or depositaries with relation to 

19 its securities. 

20 5 e. Effecting sales through independent contractors. 

21 6 f. Soliciting or procurinq orders, whether by mail or 

22 through employees or agents or otherwise, where such orders 

23 require acceptance without this state before becoming binding 

24 contracts. 

25 + g. Creating as borrower or lender, or acquiring, in-

26 debtedness or mortgages or other security interests in real 

27 or personal property. 

28 8 h. Securing or collecting dehts due it or enforcing 

29 any rights in property securinq the same. 

30 9 i. Transacting any business in interstate commerce. 

31 4~ j. Conducting an isolated transaction completed within 

32 a period of thirty davs and not in the course of a number 

33 of repeated transactions of like nature. 

34 Sec. 6. Section'four hundred ninety-six A point one hundred 

35 eleven (496A.111), Code 1975, is amended by adding the 
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1 following new unnumbered paraqraph: 

2 NF.vJ UNNUMBERED Pl~., 1 GR.l,')H. If a reqisterec'l agent of a 

3 corporation subject to this section changes its business 

4 address to another address within this state, this agent may 

5 change the address of the registered office of the aqent's 

6 corporation by filing a stateMent for each corporation as 

7 required by this section or by filinq a single statement 

8 covering all corporations named in such statement. However, 

9 such statement may be signed by the registered agent alone, 

10 must recite that a co~y of the statement has been mailed to 

11 each corporation, and shall not be subject to the provisions 

12 of subsections five {5) and seven (7) of this section. 

13 Sec. 7. Section four hundred ninety-six A point one hundred 

14 twenty~two (496A.122), Code 1975, is amended to read as fol-

15 lows: 

16 496A.122 FILING OF ANNUAL RE"POR.T OF DOMF.STIC AND FOREIC1N 

17 CORPORATIONS. Such annual report of a domestic or foreign 

18 corporation shall be delivered to the secretary of state for 

19 filing in his office between the first day of January and 

20 the thirty-first day of March of each year, except as otherwise 

21 provided in this section. The first annual report of a 

22 domestic corporation shall be filed between the first day 

23 of January and the thirty-first day of March of the year next 

24 succeeding the calendar year in which its corporate existence 

25 began, or in which, by voluntary election to adopt the 

26 provisions of this chapter, it first became subject to the 

27 provisions of this chapter, except that if such existence 

28 began in December of any year, or by such adoption it first 

29 became subject to the ~revisions of this chapter in December 

30 of any year, its first annual report shall be filed between 

31 the first day of January and the thirty-first day of March 

32 of the second year succeeding the calendar year in which its 

33 corporate existence beaan, or in which, by such adoption, 

34 it first became subject to the provisions of this chapter. 

35 The first annual report of a foreiqn corporation shall be 
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1 filed between the first day of January and the thirty-first 

2 day of March of the year next succeeding the calendar year 

3 in which its certificate of authority was issuen by the 

4 secretary of state except that if such certificate was issued 

5 in December of any year, its first annP.al report shall be 

6 filed between the first day of January tnd the €-:!:rsoe thirty-

7 first day of March of the second year succeeding the calendar 

8 year in which such certificate was issued by the secretary 

9 of state. Such report shall be deemed filed within the 

10 required time if deposited in the United States mail with 

11 postage prepaid in a sealed envelope, pronerly addressed and 

12 post~arked on or prior to the thirty-first day of March. 

13 If the secretary of state finds that such report conforms 

14 to the requirements of this chapter, and that all prior annual 

15 reports required by this chapter to be filed by such 

16 corporation or foreiqn corPoration have been filed and that 

17 all annual license fees and penalties, if any, required by 

18 this chapter to have been theretofore paid by such corporation 

19 or foreign corporation have been paid he shall file the same. 

20 If he finds that it does not so conform, he shall promptly 

21 return the same to the corporation for any necessary 

22 corrections, in which event the penalties hereinafter pre-

23 scribed for failure to file such report within the time herein-

24 above provided shall not apply, if such report is corrected 

25 to conform to the requirements of this chapter, and is 

26 resubmitted to the secretary of state within thirty days from 

27 the date on which it was mailed to the corporation by the 

28 secretary of state, but not later than July 4 first of the 

29 year in which it is due. 

30 Sec. 8. Section four hundred ninety-six A point one hundred 

31 forty-two (496A.142), subsection one (1), Code 1975, is amended 

32 to read as follows: 

33 1. Except ~e~ as provided in subsection two (2) of sec-

34 tion four hundred ninety-six A point one hundred three 

35 (496A.103) of the Code and in this subsection, this chapter 
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1 shall not apply ~o or affect corporations subject to the 

2 provisions o.~.. chapte1: 174, 176, 482, 497, 498, 499, 499A, 

3 504, 506, 508, 510, 517., 514, 515, 518A, 519, 533, 534 of 

4 the Code and state banks organi?.e0 under chapter 52U. Such 

5 corporations shall continue to be governed by all laws of 

6 this state heretofore applicable thereto and as the same may 

7 hereafter be amended. This chapter shall not be construed 

8 as in derogation of or as a liMitation on the powers to which 

9 such corporations ~ay be entitled. 

10 Sec. 9. Section four hundred ninety-six A point one hun-

11 dred forty-two (496A.142), subsection twelve (12), Code 1975, 

12 is amended by striking the subsection and inserting in lieu 

13 thereof the following: 

14 12. Any domestic corporation which elects to adopt the 

15 provisions of this chapter by complying with the provisions 

16 of subsection three (3) of this section may, at the same time: 

17 a. Amend or restate its articles of incorporation by 

18 complying with the provisions of this chapter with respect 

19 to amending articles of incorporation or restating articles 

20 of incorporation, as the case may be. 

21 b. Take action to enter into a merger or consolidation 

22 or to dissolve by complying with the provisions of this chap-

23 ter with respect to merger, consolidation or dissolution, 

2 4 as the case may be.· 

25 Sec. 10. Section four hundred ninety-six A point fifty-

26 two (496A.52), Code 1975, is repealed. 

27 EXPLANA~ION 

28 This bill contains eiaht amendments to Chapter 496A of 

29 the Code. 

30 Sections 1, 5, and 8 comprise parts of a single amend-

31 ment desianed to eliminate any possible barrier under the 

32 Iowa Business Corporation Act to so-called "nonadmitted or-

33 ganizations" effecting the transactions listed in section 

34 496A.103 which foreign corporations are permitted to carry 

35 on without prior qualification in this state. 
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1 Section 2 amends section 496A.25 to eliminate the incon-

2 sistency in the treatment of pre-emptive rights in treasury 

3 shares now existing in sections L~~6A.25, 496A.49(7) and 

4 496A.61 (3} (g). At present, section 496A.25 grants such rights 

5 unless limited by the articles of incorporation, while the 
( 

6 latter sections consider such ri~hts wi~hheld unless specifi-

7 cally granted by amended or restated ar~icles of incorporation. 

8 To harmonize with the latter two sections, section 496A.25 

9 as amended will deny such rights unless specifically provided 

10 for in the articles of incorporation. An additional amendment 

11 corrects a typographical error by chanqing "of" to "or" in 

12 the first paragraph. 

13 Section 3 amends section 496A.35 to conform to revised 

14 section 36 of the Model Act. This would allow the provision 

15 in the original articles of incorporation which fixes the 

16 number of directors to be changed in a manner authorized in 

17 the articles or bylaws hy action which does not in form amount 

18 to an amendment to the articles or bylaws. 

19 Section 4 amends section 496A.40 to conform to a change 

20 now under consideration by the American Bar Association Com-

21 mi ttee to section 4 3 of the Model Act. The amendment makes 

22 the notice requirements for meetings of the directors also 

23 applicable to committees designated pursuant to section 

24 496A.39. 

25 Section 6 amends section 496A.111 relating to change of 

26 registered office or registered agent of foreiqn corpora-

27 tion to make it consistent with the last paraqraph of sec-

28 tion 496A.12 relating to change of registered office or reqis-

29 tered agent of domestic corporations. By the latter provi-

30 sion, if a person who is a reqistered agent for several do-

31 mestic corporations changes his husiness address he can change 

32 the address of the registered office of any such domestic 

33 corporation of which he is registered agent by filinq a single . 
34 statement for all corporations named therein. 

35 Section 7 amends section 496A.122 to correct an obvious 
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1 oversiaht. Acts of the Sixty-third General Assembly, 1970 

2 Session, chapter 1239 contained a provision in section 34 

3 which extended the tiHe for filing of domestic and foreign 

4 annual corporation reports from March 1 to ~~arch 31 . 

5 Section 9 is designed to allow corporations existing under 

6 chapter 491 which vote to adopt the Iowa Business Corpora-

7 tion Act to take action on a merger, consolidation or state­

S ment of intent to dissolve at the same time and in the same 

9 meeting at which it votes to adopt the Iowa Business Corpora-

10 tion Act. 

11 Section 10 repeals the requirements of publication of 

12 notice of incorporation. 

13 

S-4074 

~ 25 ~~~ng6~enate File 524, page 7, by striking lines 

20 

21 

22 

23 

24 

25 

26 

27 

28 
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30 
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33 

34 

35 
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HOUSE AMENDMENT TO SENATE FILE 52~ 

S-5213 
1 Amend Senate File 524, as amended and passed by 
2 the Senate, as follows: . 
3 1. Page 2, by inserting after line 8 the following: 
4 nsec. • Section four hundred ninety-six A point 
5 'thirty-four(496A.34), unnumbered paragraph one (1), 
6 Code 1975, is amended by striking the paragraph and 
7 inserting in lieu thereof the following: 
8 All corporate powers shall be exercised by or under 
9 the authority of, and the business and affairs of 

10 a corporation shall be managed under the direction 
11 of, a board of directors consisting of one or more 
12 members, except as may be otherwise provided in this 
13 chapter or in the articles of incorporation. If any 
14 such provision is made in the articles of . · 
15 incorporation, the powers and duties conferred or 
16 imposed upon the board of directors by this chapter 
17 shall be exercised or performed to such extent and 
18 by such person or persons as shall be provided in 
19 the articles of incorporation. Directors need not 
20 be residents of this state or shareholders of the 
21 corporation unless the articles of incorporation 
22 or bylaws so require. T.he articles of incorporation 
~3 or bylaws may prescribe other qualifications for 
24 directors. The board of directors shall have authority 
25 to fix the compensation of directors unless otherwise 
26 provided in the articles of incorporation. 
27 A director shall perform the duties of a director, 
28 including the duties as a member of any committee 
29 of the board upon which such director may serve, in 
30 good faith, in a manner such director reasonably 
31 believes to be in the best interests of the 
32 corporation, and witP such care as an ordinarily 
33 prudent person in a like position would use under 
34 similar circumstances. In perfo~ing such duties, 
35 a director shall be entitled to rely on information, 
36 opinions, reports or statements; including financial 
37 statements and other financial data, in each case 
38 prepared or presented by: (1) One or more officers 
39 or employees of the corporation ·\·rhom the director 
40 reasonably believes to be reliable and competent in 
41 the matters presented; (2) Counsel, public accountants 
42 or other persons as to matters \-rhich the director 
43 reasonably believes to be within such person's 
44 professional or expert competence; or, (3) A committee 
45· of the board upon which such director does not. serve, 
46 duly ~es.ignated in accordance l-Tith a provisfon of.;. 
47 the articles of incorporation or the bylaws, as to 
48 matters within its designated authority, which 
49 committee the director reasonably believes to merit 
50 confidence. However such director shall not be 
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·considered to be acting in good faith if such director 
has knowledge concerni~g the matter-in question that 
would cause such reliance to be unwarranted. A person 
who so uerfor:ms such duties shall not have lia::,ili t•.r 
by reason of befng: or having been a director of the ... 
corporation.. · .. 

A director of a corporation who is present at a 
meeting of its board of directors at which action 

.on any corporate matter is taken shall be p=es~ued 
to have assented to the action taken, unless t~e · 
·~issent of such director is entered in the iliinutes 
cf the meeting, such director £iles a written dissent 
to such action with the secretary o£ the neeting 
before the meeting's adjournment, or such direc~or 
forwards such dissent by registered or certi£ied nail 
to the secret~~ of the corporation irnr.ediately a£~ar 
the adjournment o£ the·meeting. Such right to dissent 
shal1 not apply to a director wno voted in favor of 
such action.u 

2o Page 3, by inserting 
"Sec. • Section fcur 

t~irty-nine {496A.39), Code 
as follows: 

after line 2 the followi~g: 
~undred ~inetv-six A ~oint - . 
1975, is affiandec to read 

496A.39 EXECUTIVE AND OTHER COMMITTEES. If the 
articles of incorporation or the bylaws so provide, the 
board of directors, by resolution adopted by a majcri~y 
of the full board of directors, may designate from 
among its me.T!ibers an executive co .. :.....-::i t::ee a:1d cr..e or 
:no:ce ot:;.er co:r..mi ttees each o:: w!-:.i c:'1, to t:-.e ex"t:e:n t 
provided in s-c.ch resolution or i.::: -:.he :::..::-ticles of 
i::.corporation d:::: the by:..aws of t.."":.e co:r::?c:::-::=.:.t:ior.., s:"'l.all 
nave and :may exercise all t:;.e .a:~t.~o:ci. ::.y 0.= · t:J.e :::oa::·::. 
of directors, b'ti~ ~ce-:Jt that ::.c suc.h ccrw.•:.i t -:.ee shall 
have ~~e authority e~--=:~e-;eee~a-e:§-d±~e~-=e~s-~~ ·· .. 
~e~e~er-:ee-~~-t:....~e~d±:..,.g.-~~~-=-'!!~~~=~e-e=-=::.=::==?o~e.-:..:!:.e~7 
edap~±ng-~-p=~~-o~-r~e~~e~-o~-~e~=e=±aa~~e~7-~eee~-
-e~~~,-~-~--~~e-~~~--~A~- ~~-~~4- · ~~--~A~~e -e~~A~~-e .~~ ... -..;._ ....... ~ ...... ~......~ '-"'"' -··~-o,....;.-·v-~e-~ --. .......... =:!C.--.~ ---- 7 .f-.,_ ...... _ ...... ':::l 
.... ~-"" .; .. :~ e --~'J ..,;..'!::1 ~ ....... ..,;.. -~----e,;;_.,..:;.;::._,... __ .., .... :.. .... """ .... - ..,.,;,. .,..:...::.~_ ... =-~- ... :.. e 
V-"- """''-•.,.- 0 ....... !;--'V~-._-"-J ..... - .._.._.__ \o.J- -.o\,4.....,.-.JW""-446--~--.:£ ......, __ -·• 

J.3~ept!!:'t~-end.-aseete-.e.f--=he-c=o~po~a-::±a::"~.-ethe~w±ee-t:h.-e.r. 
±n-the-t1:9 'da:l:-aftd-~es~:::=e!:'-eot:!:'~ e-·e:e-·± t s-b'd.s :i:ne s s7 
~eee~~e~e±r-9-t:e--::he-s~a.!:'ehoiee.!:'s-e-ve~t:nta~y 
d±ssa;tlt±etl-a:€-the-eorpe~a-=±o~-er-a-~eveeat:±en-theree£7 
e~-e~eftd.±ft~-t:he-byiews-e§-t:he-eerr-eret:±aft~--~he 
d.es±~ftatian-of-any-~tieh-co~±t:-=ee-and-t:he-ee±e:gat:ion 
the~et:e-ef-atlthor±tY-sha±~-not:-oBe!:'e~e-to-~e±±eve - . 
._he:-":u.e"'- .:; __ .c;_., ~ ... ~e.;. -'>~""'--e .... - ........ '-~-=fA- 1-· e--t'i->e ... ee~--e-P ~·• ,.._,. '--....._ "-'" '*.J- a,_..._- -·v.- .J I ..._ .....,..._~..;;. ,. ... _ .... :..:;::J ...,. .... - ...... J -

efty-~es-eens±b±::.±t~-~meesed-b'f-:!:aw -::o: {i) cecla::::-e 
dividends or distri:'.Jutions; .(2) aD"f)rove or rcco:r. .. ;·ne::;d 
to shareholders act~ons or prooosa:s reGuired ~v this 
chapte= to be ap?ro,~ed by sharcho~cers; (3) designate 
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candidates for the office of director, for purposes 
of solicitation or otherwise, or fill vacancies 

o 1rectors or any comm1ttee thereof; 
bylaws; (5) approve Ian of mer er 

not requ1r1ng s are o er approva ; ~ re uce surplus: 
(7) authorize or a rove the reac uisition of shares 
unless ursuant to a qeneral formu a or met o 
spec1f1ed y the board o 1rectors; or, authorize 
or approve the issuance or sale of, or any contract 
to issue or sell, shares or desi nate the terms of 
a ser1es of a class o shares; owever, the boar 
of directors, havin acted reqardin eneral 
authorizat1on for the 1ssuance or sa e of shares, 
or an contract for issuance or sale, and, in the 
case of a ser1es, t e es1 nat1on of t e ser1es, 
may, pursuant to a general ormu a or met o 
specified by the board by resolution or by adoption 
of a stock option or other plan, authorize a committee 
to fix the terms of any contract for the sale of the 
shares and to fix the terms u on which such shares 

e 1ssued or so , 1nc ud1n , w1thout 1rn1tat1on, 

redempt1on, s1n 1ng und, convers1on, vot1nq or 
referential ri hts, and revisions for other features 

of a class 
with full 

orize 

hundred ninety-six A point 
Code 1975, is amended to read 

OF DIRECTORS AND OFFICERS IN 
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performance of the duties of directors: 
1. E~~ee~o~~-e£-a-eo~~o~a~ie~ A d~=ector who ve~e 

votes for or a~~e~~ assents to the declaration of 
any aividend or other Olstribution of the assets of 
a corporation to its shareholders ~~-w~±±~~±-e~ 
~e~=~~en~-v~e=~~~on-e~ contrarv tc the ?rovisions 
of this chanter or o~ to anv res~rictions contained 
in the articles of incorpor~tion, shal: be ;e~~e±~ 
a~a-eeve~a==~ liable to the corporation· jointly and 
severally with all other directors so votlng or 
assenting Ior ~he amount ot such dividend which is 

··t 

paid or the value of such assets which are distributed 
in excess of the amount of such dividend or 
distribution which could have been paid or distributed 
without a violation of the provisions of this chapter 
or of the restrictions in the articles of 
incorporation. 

2. B~~ee~e~~-e~-a-ee~~e~a~~e~ A direc~or who ve~e 
votes for or aeee~~ assents to the purc~ase of ±~e 
~ne corporation's own snares ~~-w~±±~~=-e~-~e~±~~e~~ 
~~e~e~~eft-e~ contrary to the provisior.s o= th~s c~apter 
or e£ to any restr2ct2ons contained i~ the articles 
of incorporation, shall be je~fi~:y-a~a-~~~e~e:±y 
liable to the corporation jcintlv and severally with 
all ot~er directors so vot2ng or assen~~~s =or ~he 
aQount ot cons2aerat2on ~ala tor sucn s~ares which 
is in excess of the maximum amount which ..::culd have 
been paid therefor without a violation cf the pro­
visions o~ t~is chap~er or of the rest=ictions in 
the articles of incorpora~ion. 

·3. ~~e-d~~ee~e~~-e£-~-ee~~ere~~e~ A director who 
Veee VOtes for or e~~e~~ asse;~S to any ~~s~rl~Ution 
of assets of a corporation to 2ts sharehc:jers ~uring 
t>.e l~quidation of ·che corporation -y;:i -:.::;.c'.:.~ tne payment 
and discharge o~ 1 or maki=g ade~~ate ?revision =or, 

.. - ' .. .... . . . ... - .. ., . .. . . ' -
a~'""- .'<TIOW'rl ce~~s, cn~:.sa .. ;:~cr~s, anc. .... :.a...::..::.. .. :.. -:1.es o:: 
t~e cor?oraticn sta:: ~e ~o~~~=~-c~~-=e~e~~==7 liable 
-:.o the c::::::-?o::.:. t.i c;-.:. j .. ~ i::-.. --:. :. ",, ~::: =. ~ 2 ~/2: ~: .:_: -:" ·.'"~~~ ·:::: ::11: 
ot~er directors so vo:lns cr ~ssa~-~~~ =~= ~~e value 
o= sucn asse~~ w~~~n a~e ~ls~=~~u~eG, ~c ~te extent 
that sue~ de~ts, obligations and liabili~ias of the 
corDoration are not thereafter paid and dis~harced. 

A-a~Fas~eF-&~-a-eeF~e=a~beR-wRe-~5-~FeoaR~-a~-a 
wes~~"~-e£-~~s-aeaFa-e~-s~=a~~e=s-a~-wR~~R-as~~eH 
eR-aR~-eeF~e=a~e-ma~~e~-~5-~a~eH-6~a~~-~~-~~eb~~•Q 
~e-kave-a65SR~e~-~Q-~~e-~~~~~n-~~~~~-~~~e~~-~~b-~i~;Q~~ 
6~a~~-ae-eR~e~e&-~~-~He-~~H~~es-e~-,~e-~~e~~~s-e• 
H~±esa-Rs-sHa;~-~~~s-~~&-~r~;;~~-~~--~~~-~~-~~;~ 
as~beR-w~~~-~Re-~eFs&R-uG~~~~-as-~~e-~e~;e;•~~-Q~ 
~~e-mee~~R~-ae~e=s-~~e-•&5e~~~~e~;-~~er~e~-er-6k•~l 
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1 £erHerd-~tleh-d±~~ent-by-re~±~tered-er-eert±f±ed-~e±~ 
2 te-the-seeretary-ef-the-eer~ere~±en-±~ea±ete±y-efter 
3 the-adjetlrftMent-ef-the-~eet±ng~--Stieh-r±ght-te-d±~sent 
4 she±±-net-epp±y-te-a-cl±reeter-Hhe-vetecl-±n-fever-ef 
5 Stieh-eet±eft~ 
6 A-cl±reeter-sha±±-ftet-be-±±eb±e-tiftcler-~tibseet±efts 
7 47-~ 7-er-3-ef-th±s-~eet±en-±f-the-d±reete~-re±±ed 
a and-aeted-in-geecl-fa±th-Hren-fil"laneia±-state~el"lts 
9 ef-the-eer~eretien,-re~resentecl-te-the-d±~eeter-te 

10 he-eerreet-by-the-pres±deftt-er-the-eff±eer-ef-stieh 
11 eerperetien-havin9-ehar~e-ef-its-beehs-ef-aeeetint7 
12 er-steted-±n-e-wr±tten-repert-by-en-±l"ldependent-~tib±ie 
13 er-eert±f±ed-~tib±±e-aeeetlntent-er-f±~re-ef-9tieh 
14 aeeetlntaftts-feir±y-te-ref±eet-the:-f±naneie±-eendit±en 
15 ef-stieh-eerperet±en,-ner-she±±-the-di~eeter-be-se 
16 ~±ebie-±f-in-~eed-fa±th-±n-deter~iftiftg-the-ametint 
17 eve±±ab±e-fer-any-stieh-cl±v~clencl-er-d±str±bctt±eft-the 
18 clireeter-eeftsiclered-the-essets-te-be-ef-the±r-beek 
19 ve±tie7 If an officer willfully or negligently submits 
20 an incorrect financial statement to a director or 
21· directors, and board of directors action, contrary 
22 to the provisions of this chapter or of any 
23 restrictions in the articles of incorporation, is 
24 taken in reliance thereon, the officer shall be liable 
25 to the same extent as if the officer were a director 
26 voting for or assenting to such action. No d±~ee~er 
27 er officer ·shall be deemed to be negligent within 
28 the meaning of· this section if the d±reeter-er officer 
29 exercised that diligence, care and skill vlhich an 
30 ordinarily prudent person in a like position would 
31 e~ere±se use under similar circumstances. 
32 Any director-against whom a claim shall be asserted 
33 under or pursuant to this section for the payment 
34 of a dividend or other distribution of assets of a 
35 corporation and who shall be held liable thereon, 
36 shall be entitled to ~ontribution from the shareholders 
37 who accepted or received any such dividend or assets, 
38 knowing such dividend or distribution to have been 
39 made in violation of the provisions of this chapter 
40 or of any restrictions in the articles of . 
41 incorporation, in proportion to the amounts received 
42 by them respectively, and to contribution £rom any 
43 other director found to be similarly liable. 
44 Any action seeking to i~pose liability under this 
45 section, other than liability for contribution, shall 
46. be corrunenced only v:ithin five years of the action 
4 7 complained of and not thereafter. " 
48 4. Page 6, line 33, by inserting after the word . 
49 "in" the words "section four hundred ninety-six A point 
so two (496A.2) of the code, in". 

S-5213 FILED 
FEBRUARY 25, 1976 RECEIVED FROM THE HOUSE 
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SENATE FILE 524 

H-5129 

1 Amend Senate File 524, as amended and passed by 
2 the Senate, as follows: 
3 1. Page 2, by inserting after line 8 the following: 
4 "Sec. Section four hundred ninety-six A point 
5 thirty-four-(496A.34), unnumbered paragrapl1 one (1), 
6 Code 1975, is amended by striking t~e paragraph and . 
7 inserting in lieu thereof the following: 
8 All corporate powers shall be exercised by or under 
9 the authority of, and the business and affairs of 

10 a corporation shall be managed under the direction 
11 of, a board of directors consisting of one or more 
12 members, except as may be otherwise provided in this 
13 chapter or in the articles of incorporation. If any 
14 such provision is made in the articles of 
15 incorporation, the powers and duties conferred or 
16 imposed upon the board of directors by this chapter 
17 shall be exercised or performed to such extent and 
18 by such person or persons as shall be provided in 
19 the articles of incorporation. Directors need not 
20 be residents of this state or shareholders of the 
21 corporation unless the articles of i~corporation 
22 or bylaws so require. The articles of incorporation 
23 or bylaws may prescribe other qualifications for 
24 directors. The board of directors shall have authority 
25 to fix the compensation of directors unless otherwise 
.6 provided in the articles of incorporation. 
~7 A director shall perform the duties of a director, 
28 including the duties as a member of any cor.~ittee 
'9 of the board upon which such director may serve, in 
.iO good faith, in a manner such director reasonably 

believes to be in the best interests of the 
3~ corporation, and with such care as an ordinarily 
33 prudent person in a like position would use under 
34 similar circumstances. In performins such duties, 
35 a director shall be entitled to rely on information, 
36 opinions, reports or statements, inc~uding financial 
37 statements and other financial data, in each case 
38 prepared or presented by: (1) One or more officers 
39 or employees of the corporation whom the director 
40 reasonably believes to be reliable and competent in 
41 the matters presented; (2) Counsel, ?Ublic accountants 

· 42 or other persons as to matters which the director 
43 reasonably believes to be within such person's 
44 professional or expert competence; or, (3) A committee 
45 of the board upon which such director does not serve, 
46 duly designated in accordance with the provision of 
47 the aiticlcs of incorporation or the bylaws, as to 
48 matters within its designated authority, which 
49 conunittce the director reasonably believes to merit 
50 confidence. However such director shall not be 
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considered to be acting in good fait~ i£ such director 
has ~nowledge concerning the matter in question that 
would causa such reliance to ~e unwarranted. A person 
who so :_Jerfcrrr,s sue:: duc:ies sha:..::.. no-c. have liability 
by reason of ~eing or having been a director of the 
co::-pora::ion. 

A diract~r cf a corpcra-c.ion who is present at a 
meeting of its ~card of directors a-c. ~hich action 
on any corpora -c.e ma t:ter is taken sha: l be presi..Llled 
to have assented -c.o the ac-c.ion taken, unless the 
dissent: cf such director is entered in the minutes 
of the mee-c.ing, such director files a written dissent 
to such action with the secret:ary of the neeting 
before ~he meeting 1 s adjournment, or such director 
forwards such iis3ent: by regis-c.ered or certi::':ied mail 
to the secret:ary c£ the corporation immediately after 
the adj ·::::ur:-:.i11en t of the mee::.ir:g. Such :::-i;h t to dissent 
sha.3..l nc= apply to a direc~or who vo-c.ed in favor of 
such a.c~.:.on .. a 

2. ?age 3, by inser~ing after ~lne 2 the following: 
nsec. Sec~ion four hundred ninet:y-six A point 

thir-c.::._T-nine ( 4 9 6.~. 3 9) 1 Cede 1 9 '5, is ar,J.enaed to read 
as fcl::..mvs; 

496A.J'J 2:XEC!JT I~!~ ..., ..-'- ':Vf:'ltf T rn rrn:..., ~ -v- ............. - .......... ~~ • -:.he a:::-ticles 
'"'-- .:.::ccr?c::a-=..:.cn or ::~1e ~y:atvs sc ?::cviC.e, tl-le Doard 
of ai~ac~ors, by resol~tion adop~ed by a majority 
of the full board c£ directors, ~ay aesigna~e from 
among its members an exec"'..lti 7e co:mr:',i ""':-:::.ee and one or 
more other committees '3e.ch of wll.ich, -::.o c:he extent 
?rovided in ~~ch resol~-c.ion or in the articles o£ 
inccr;cre.tion cr the by::..aws o£ the ccrpcre.tion, shall 
have and ~e.y exercise a:::.. -::he au-::.hori-:::.y of -::he beard 
of c.:.:r·2ctcrs I 5'0.~ 2Xce;;-c. :.~-:2 t no sue:-: C·::rn.rni ~-::.ee sl-:all 
have :he a~-::.~cri~y e~-~~e-~ed~~-ef-d~~ee~e~5-~~ 
~ e f ~ ~ ·~ :.:~ ·~ :=-~ ~- -e....<t! e ~e.~~ f!- ~ ~ e--::. ~ ~ ~ ~-.= e ~-e ~- -=~~ e -:=~ e ~~~±eft 1 

dcie~~~~~-~-~~~~-~~-~e~~e~-e~-~e~~e~~~e~~eft7-~eee~­

~e~2±~~-~e-~~e-~~e~~~e~~e~~-~~e-~~~~~-~~~~e7-~~e~e~~e 

. - . ' ' 

~~e~e~~:-~~c-~~~e~~-5~-~~e-~e~~e~d~~e~-e~~e~~±~e-~~dft 

±~-~~e-~~~~=-~~c-~e~~±e~-~~tl~~e-ef-±~~-~~~±~e~~7 
~eeeffiffle~~=~~-~e-~~e-~~ct~~~e~6e~~-e-~e~tl~~~f~ 
~~~de~ct~±en-ef-~~e-eer~e~~~±en-e~-e-~~~eee~±en-~hereei7 

- ; ' ' ~ - . : - . • ::1 ~ 

er-ctffie~d=~~-~~e-~~=ctwe-e~-~~e-eerfef~~±e~7--=~e 

de~±s~e~±e~-e~-e~~-etie~-ee~~±~~ee-ene-~rte-cie±e~et±en 
~he~e~o-~~-~ti~hef±~~-~ha==-~e~-e~e~e~e-~e-~ei±e~e 
~~e-~ee~d-ef-ci±~eete~e7-e~-en7-ffiem~er-~~eree~7-e~ 
e~y-re~~ens±~±±±~y-±m~e~eci-~y-±ew to: (1) dec:are 
G.i'I.iC.l:;:--~ds or C.is1:ribl1t2.cns; (2 J a~nrc~.re cr reco:r:liT.e:!.d 

49 ~o s~~ronc:dors ac~ions cr ~ro?osals rGc~ired ~y ~~is 
50 .:::haot:a:::- co ..:;e aooroved ~v s"-"la:.::-enolde:::- s; ( 3) deslgna te 
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candidates for the office of director, for purposes 
of oroxv solicitation or otherwise, or fill vacancies 
on the board of directors or uny cor:rr:1ittee thereof; 
{4) amend the bylaws; (5) approve a plan of ~erger 
not requiring shareholder approval; (6) reduce surplus; 
(7) authorize or approve the reacquisition of shares 
unless pursuant to a general formula or method 
specified by the board of directors; or~ (8) authorize 
or approve the issuance or sale of, or anv contract 
to issue or sell, shares or designate thR ter~s of 
a series of a class of shares. However, the board 
of directors, having acted regarding general 
authorization for the issuance or sale of shares, 
or any contract for issuance or sale, and, in the 
case of a series, the designation for issuance or 
sale, may, 2ursuant to a general formula or method 
specified by the board by resolution or by adoption 
of a stock option or other plan, authorize a cor.~ittee 
to fix the ter~s of any contract for the sale of the 
shares and to fix the terms upon which such shares 
may be issued or sold, including, without limitation, 
the price, the dividend rate, provisions for 
redemption, sinking fund, conversion, voting or 
preferential rights, and provisions for other features 
of a class of shares, or a series of a class of shares, 
with full power in such cOI':'J"littee to adopt any final 
resolution setting forth all the terms and to authorize 
the statement of the terfls of a series for filing 
with the secretary of state under this chapter. 

Neither the designation of any such cor.unit.tee, 
the delegation to it of authority, nor action by such 
committee pursuant to such authority shall alone 
constitute compliance by any member of the board of 
directors, not a member of the cor:rrni ttee in question, 
wi~h such director's responsibility to act in good 
faith, in a manner such director reasonably believes 
to be in the best interes-ts of the corporation, and 
w~th such care as an ordinarily nrudent nerson in 
a like position would use under similar circur.1stances." 

3. Page 3, by inserting after line 19 the 
following: 

"Sec. Section four hundred ninety~six A point 
forty-four-1496.44), Code 1975, is amended to read 
as follows: 

496A.44 LIABILITY OF DIRECTORS AND OFFICERS IN 
CERTAIN CASI:S. In addition to any other liabilities 
imposed by law upon directors and officers of a 
corporation, a director shall be liable in the 
following circumstances, unless the director complies 
with the standard provided in this chapter for 

.· 
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- 1 performance of.the duties of directors: 
2 1. B~~ee~e~s-e£-a-ee~pe~at~en A director who ve~e 
3 votes for or essen~ assents to the declaration of 
4 any dividend or other distribution of the assets of 
5 a corporation to its shareholders ~n-w~~~ftl~-e~ 
6 ne~~~~ent-v~e~e~~en-e£ contrary to the provisions 
7 of this chapter or e£ to any restrictions contaihed 
8 in the articles of incorporation, shall be je~.n~~Y 
9 end-seve~a~~y liable to the corporation jointly and 

10 severally with all other directors so voting or 
11 assenting for the amount of such dividend \vhich is 
12 paid or the value of such assets which are distributed 
13 in excess of the amount of such dividend or 
14 distribution which could have been paid or distributed 

·15 without a violation of the provisions of this chapter 
16 or of the restrictions in the articles of 
~17 incorporation. · 
'18 2. B~~ee~e~s-e£-e-ee~~e~et~en A director who ve~e 
19 votes for or essen~ assents to the purchase of ~~s 
20 the corporation's own shares ~n-w~~±ftl~-e~-ne~~±~ent 
21 v~e%e~±en-ef contrary to the provisions of this chapter 
22 or ef to any restrictions contained in the articles 
23 of incorporation, shall be je~n~~y-end-seve~a±±y 
24 liable to the corporation jointly and severally with 
2? all other directors so voting or assenting for the 
'>6 amount of consideration paid for such shares 'ivhich 

is in excess of the maximum amount which could have 
28 been paid therefor without a violation of the pro-
29 visions of this chapter or of the restrictions in 

"\ the articles of incorporation. 
jl 3. ~fie-d±~ee~e~s-e£-e-ee~~e~e~~en A director who 
32 ve~e votes for or essen~ assents to any distribution 
33 of assets of a corporation to its shareholders during 
34 the liquidation of the corporation without the payment 
35 and discharge of, or making adequate provision for, 
36 all unknown debts, obligations, and liabilities of 
37 the corporation shall be ;e±n~±y-end-seve~e±±y liable 
38 to the corporation jointly and severally with all 
39 other directors so voting or assenting for the value 
40 of such assets which are distributed, to the extent 
41 that such debts, obligations and liabilities of the 
42 corporation are not thereafter paid and discharged . 

. 43 A-d~~eete~-e£-a-ee~~e~e~~en-whe-~s-~~esent-e~-a 
44 fflee~~n~-e~-~~s-bea~d-e£-d~~ee~e~s-et-wh~eh-ee~~en 
45 en-any-ee~~e~e~e-fflat~e~-~s-taken-she±±-be-~~es~ea 
46 te-fiave-essented-te-~he-ee~~en-teken-tln±ess-h~s-a~ssent 
47 sha±±~be-ente~ed-~n-the-ffl~ntl~es-e£-the-meet~n~-e~ 
48 tln±ess-fie-sfia±~-£~±e-h±s-w~±~ten-d±ssent-te-stleh 
49 aetfen-w±th-the-pe~sen-ae~±n~-as-the-see~eta~y-e£ 
50 the-fflee~~n~-befe~e-the-ao;eti~ftfflent-the~ee£-e~-sha±± 

.· 
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fe~wa~d-s~eh-d~ssen~-~v-~e6~5~e~ed-e~-ee~t~£~ed-ma~~ 
-' J 

~e-~he-see~eta~y-e~-the-ee~~e~at~en-~~ed~ate~y-a£~e~ 
~fie-adjeMrnment-e£-the-meet~n~7--Stieh-r~~ht-te-d~ssent 
she~~-net-a~~±y-te-a-d~reete~-wfie-~eted-±n-£a¥er-e£ · 
~·n:efi-aetien7 

A-direete~-sfia~~-net-ee-~iab~e-tt~der-stibseet±ens 

47-=7-er-3-e£-tfi±s-seet±en-±£-the-d±reeter-fe~±ed 
aftd-aeted-~n-~eed-£a±th-tl~en-£±nane±a±-statements 
e£-~fie-eer~erat±enT-re~resented-te-~he-d±feeter-te 
ee-eerfeet-by-~he-~res±dent-er-tfte-e£f±eer-e£-stteh 
eerperat±en-ha~±n~-ehar~e-e£-±ts-bee~s-e£-aeeetintT 
er-sta~ed-±n-a-wr±~ten-re~ert-by-an-±nde~endent-~tib~±e 
ef-eeft±f±ed-~tib±±e-aeeettn~ant-~r-§±fm-e£-stteh 
aeeettntants-fa±f±y-te-re§~eet-the-§±nafte±a±-eend±t~en 
e~-snefi-eer~efat±en7-ner-sha~~-tfie-eifee~er-be-se 
~~ab~e-±£-±n-~eed-fa~th-~n-determ±n±n~-the-amettftt 
a¥a~~ab±e-£er-any-stteh-d±¥±dend-ef-e~stf±btt~±en-the 

18 d±reetef-eensidered-tfie-assets-te-be-e£-the±r-bee~ 
19 ¥a~tie7 If an officer willfully or ~egligently submits 
·1 an incorrect financial statement to a di~ector or 
-1 

22 
23 

directors~ and board of directors action, contrary 
to the provisions of this chapter or of any 
restrictions in the a~ticles of incorporation, is 
taken in reliance thereon, the officer shall be liable 

45 to the same extent as if the officer we~e a direc:::or 
26 voting for or assenting to such action. No d±reeter 
27 e~ officer shall be deemed to be negligent within 
28 the meaning of this section if the d±feeter-ef officer 
29 exercised that diligence, care amd skill which an 
30 ordinarily prudent person in a like position would 
31 e~efe±se use under similar circums_ances. 
32 Any director against whom a claiill shall be asserted 
33 under or pursuant to -':his section ::or the payment 
34 of a dividend or other distribution of assets of a 
35 corporation and who shall be held liable thereon, 
36 shall be entitled to contribution from the shareholders 
37 who accepted or received any such dividend or assets, 
38 knowing such dividend or distribution to have been 
39 made in violation of the provisions of this chapter 
40 or of any restrictions in the articles of 
41 incorporation, in proportion to the amounts received 
42 by them respectively, and to contri~ution from any 
43 other director found to be similarly liable. 
44 Any action seeking to impose liability under this 
•· c; section, other than liability for contribution, shall 
~ be commenced only within five years of the action 

47 complained of and not thereafter." 

H-~129 FILED-?~~~) COMMITTEE ON JUDICIARY AND LAW . 
I RUARY 4, l976sf~o),n9"J'EN:r:ORCEMENT, JESSE of Polk, Chalr 

~;.JJ ~ 6-<R.r cr · (._, 1/) 



SENATE FILE 524 

H:-5153 

1 Amend the Committee on Judiciary and Law 
2 Enforcement amendment H-5129 to Senate File 524, 
3 as amended and passed by the Senate, as follows: 
4 1. Page 3, line 43, by striking "(496.44)" a.nd 
5 inserting in lieu thereof "(496A.44)". 

·6 2. Page 4, line 36, by striking the word 
7 "unknownn and inserting in lieu thereof the word 
8 "known". 

H-5153 FILED·- 4~ ..t~3 BY JESSE of Polk 
FEBRUARY 9, 1976 (fl 4?t!) 

SENATE FILE 524 

H-5160 

1 Amend the Committee on Judiciary and Law 
2 Enforcement amendment H-5129, to Senate File 524 
J as passed by the Senate, as follows: 

4 ~· Pa~e 1, line 46, by striking the word "the" 
5 and l.nsertl.ng in lieu thereof the word "a". 

:.:_ -, -o ....,I_ ED /td.~ -<'h., BY 
.... :J.-.o .: .L - · J "'..) OAKLEY of Clinton 

..:l i ?EBRUARY 9 I 1976 (f· (.It:>) 

H-5159 
.l 

2 
3 
4 
5 
6 

.:~.In<2nd Sen.:::.-::..:: ? :.. .:e 52 4 , as 2me21ded and passed by 
the Senate as fo:l~ws: 

u--.-... -- ·:.. :. .>:..:.. ·- , - • ,_J... • h 
-a -a~e o, ~~21e -~: ~y =-~ser~~~g ar~er t,e 

£igt:rss 
11 

(:JSS_-::.._:J~ _' ·::-.;=.: ·>l-:~·::::s ', 3u.tsec-c:.:.on two (2) 
of. sec~.:.a~ ~~c~ ~~=~~e~ :'.:..~2-::v-s.:.x A ~0~21-c: one ---------- -----~--~-----------n::..:~1c:.r::::: =:::: -:7~ :··,..;r; . '-!: ~· s;... ::.__; 2 _.,' 

H- 516 9 :? :::::...;:;:;:- 11".i.Z/d_;._4...__.-.._.:;j-<
3

.2-!. -:A~CZ~ ci. ;..::lL1 ton 
FEBRuARY 9, ::__;.~5 



SENATE FILE 524 

H-5189 

1 Amend the Committee on Judiciary and Law Enforce-
2 ment amendment H-5129, to Senate File 524, as amended 
3 and passed by the Senate, as follows: 
4 1. Page 2, line 24, by striking the word "COH.HIT-
5 TEE" and inserting in lieu thereof the words "AND 
6 OTHER Cm!HITTEES" . 

7 2. Page 3, line 11, by striking the word " How-
a ever" and inserting in lieu thereof the \vord "; how-9 ever". 

10 3. Page 3, line 15, by striking the words "for 
11 issuance or" and inserting in lieu thereof the words 12 "of the series". 

13 4. Page 3, line 16, by striking the v1ord "sale". 
H-5189 FILED- Ci~ ~43 BY OAKLEY of Clinton 
FEBRUARY 11, 1976 (tf f>/o) 

SENATE FILE 524 
H-5193 

1 Amend Senate File 524, as amended and passed by 
2 the Senate, page 6, line 33, by inserting after the 
3 word "in" the words "section four hundred ninety-six 
4 A point two (496A.2) of the Code, in". 

H-5193 FILED-~ -<f-'<.s BY OAKLEY of Clinton 
FEBRUARY 11, 1976 (~-~~) 
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AN ACT 

RELATING TO BUSINESS CORPORATIONS. 

,,,. 

BE IT ENACTED BY THE GENERAL ASSE~ffiLY OF THE STATE OF IOWA: 

Section 1. Section four hundred ninety-six A point two 

(496A.2), Code 1975, is amended by adding the following new 

subsection: 

NEW SUBSECTION. "nonadmitted organization" means any 

corporation, bank, trust company, mutual savings bank, savings 

and loan association, national banking association or insurance 

company which is organized under the laws of another state 

and which is not entitled under this chapter to procure a 

certificate of authority to transact business in this state. 

Sec. 2. Section four hundred ninety-six A point twenty­

five (496A.25), Code 1975, is amended to read as follows: 

49 6A. 25 SHAREHOLDERS 1 PRE-El!PTIVE RIGHTS. Except to the 

extent limited or denied by this section or by the articles 

of incorporation, shareholders shall have a pre-emptive right 

to acquire unissued er-treas~ry shares e£ ££ securities 

convertible into such shares or carrying a right to subscribe 

to or acquire shares. 

Unless otherwise provided in the articles of incorporation: 

1. No pre-emptive right shall exist: 

a. To acquire any shares issued to directors, officers 

or employees pursuant to approval by the affirmative vote 

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

thereon or when authorized by and consistent with a plan 

approved by such a vote of shareholders. 

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

c. To acquire treasury shares of the corporation. 

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

limited as to dividends or assets shall not be entitled to 

>,: .... ..~.· ,: 
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any pre-emptive right. 

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

to any pre-emptive right to shares of any class that is 

preferred or limited as to dividends or assets or to any 

obligations, unless convertible into shares of common stock 

or carrying a right to subscribe to or acquire shares of 

common stock. 

4. Holders of common stock without voting power shall 

have no pre-emptive right to shares of common stock with 

voting power. 

5. The pre-emptive right shall be only an opportunity 

to acquire shares or other securities under such terms and 

conditions as the board of directors may fix for the purpose 

of providing a fair and reasonable opportunity for the exercise 

of such right. 

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

four (496A.34), unnumbered paragraph one (1), Code 1975, is 

amended by striking the paragraph and inserting in lieu thereof 

the following: 

All corporate powers shall be exercised by or under the 

authority of, and the business and affairs of a corporation 

shall be managed under the direction of, a board of directors 

consisting of one or more members, except as may be otherwise 

provided in this chapter or in the articles of incorporation. 

If any such provision is made in the articles of incorporation, 

the powers and duties conferred or imposed upon the board 

of directors by this chapter shall be exercised or performed 

to such extent and by such person or persons as shall be 

provided in the articles of incorporation. Directors need 

not be residents of this state or shareholders of the 

corporation unless the articles of incorporation or bylaws 

so require. The articles of incorporation or bylaws may 

prescribe other qualifications for directors. The board of 

directors shall have authority to fix the compensation of 

directors unless otherwise provided in the articles of 

~ 
, .. 
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incorporation. 

A director shall perform the duties of a director, including 

the duties as a member of any committee of the board upon 

which such director may serve, in good faith, in a manner 

such director reasonably believes to be in the best interests 

of the corporation, and with such care as an ordinarily prudent 

person in a like position would use under similar 

circumstances. In performing such duties, a director shall 

be entitled to rely on such information, opinions, reports 

or statements, including financial statements and other 

financial data, in each case prepared or presented by: (1) 

One or more officers or employees of the corporation whom 

the director reasonably believes to be reliable and competent 

in the matters presented; (2) Counsel, public accountants 

or other persons as to matters which the director reasonably 

believes to be within such person's professional or expert 

competence; or, (3) A committee of the board upon which such 

director does not serve, duly designated in accordance with 

a provision of the articles of incorporation or the bylaws, 

as to matters within its designated authority, which committee 

the director reasonably believes to merit confidence. However, 

such director shall not be considered to be acting in good 

faith if such director has knowledge concerning the matter 

in question that would cause such reliance to be unwarranted. 

A person who so performs such duties shall not have liability 

by reason of being or having been a director of the 

corporation. 

A director of a corporation who is present at a meeting 

of its board of directors at which action on any corporate 

matter is taken shall be presumed to have assented to the 

action taken, unless the dissent of such director is entered 

in the minutes of the meeting, such director files a written 

dissent to such action with the secretary of the meeting 

before the meeting's adjournment, or such director forwards 

such dissent by registered or certified mail ·to the secretary 
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of the corporation immediately after the adjournment of the 

meeting. Such right to dissent shall not apply to a director 

who voted in favor of such action. 

Sec. 4. Section four hundred ninety-six A point thirty­

five (496A.35), unnumbered paragraph one (1), Code 1975, is 

amended to read as follows: 

The number of directors shall be fixed by or in the manner 

provided in the articles of incorporation or the bylaws, 

except as to the number constituting the initial board of 

directors, which number shall be fixed by the articles of 

incorporation. The number of directors may be increased or 

decreased from time to time by amendment to or in the manner 

provided in the articles of incorporation or the bylaws, but 

no decrease shall have the effect of shortening the term of 

any incumbent director. In the absence of a bylaw €~~~H~ 

providing for the number of directors and in the absence of 

a provision adopted in the manner provided in the articles 

of incorporation or the bylaws, the number shall be the same 

as that s~a~ee provided for in the articles of incorporation. 

The names and addresses of the members of the first board 

of directors shall be stated in the articles of incorporation. 

Such persons shall hold office until the first annual meeting 

of shareholders, and until their successors shall have been 

elected and qualify. At the first annual meeting of 

shareholders and at each annual meeting thereafter the 

shareholders shall elect directors to hold office until the 

next succeeding annual meeting, except in case of the 

classification of directors as permitted by this chapter. 

Each director shall hold office for the term for which he 

is elected and until his successor shall have been elected 

and qualifies, unless removed in accordance with provisions 

of this chapter. 

Sec. 5. Section four hundred ninety-six A point thirty­

nine (496A.39), Code 1975, is amended to read as follows: 

496A.39 EXECUTIVE AND OTHER COMMITTEES. If the articles 

e "'' 
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of incorporation or the bylaws so provide, the board of 

directors, by resolution adopted by a majority of the full 

board of directors, may designate from among its members an 

executive committee and one or more other committees each 

of which, to the extent provided in such resolution or in 

the articles of incorporation or the bylaws of the corporation, 

shall have and may exercise all the authority of the board 

of directors, b~~ except that no such committee shall have 

the authority e£-~he-bee~e-e£-e~~ee~e~e-~"-~e£e~e"ee-~e 

eme"e~"~-~he-e~~~e~ee-e£-~"ee~~e~e~~e"7-eee~~~"~-e-~~e"-e£ 

me~~e~-e~-ee"se~iee~~en7-~eeeMme"ei"~-~e-~he-ehe~ehe~ee~s 

~he-sa~e,-~eese,-e~ehan~e-e~-e~he~-eie~eei~ien-e£-a~~-e~ 

e~bs~e"t~a~~y-a~~-~he-~~e~e~~y-a"e-aeee~e-e£-~he-ee~~e~e~~e" 

e~e~w~se-~ha"-in-~he-~s~e~-a"e-~e~~~e~-ee~~se-e£-i~s-b~e~nese7 

~eeemmene~n~-~e-~he-sha~ehe~ee~e-a-ve~~n~a~y-e~sse~~~~en-e£ 

~he-ee~~e~a~ien-e~-e-~eveea~~en-~he~ee£,-e~-amene~n~-~he 

by~aws-e£-~he-ee~~e~a~~en~--~he-ees~~na~~en-e£-any-s~eh 

eemm~~~ee-ane-~he-ee~e~a~ien-~he~e~e-e£-a~~he~~~y-sha~~-ne~ 

e~e~a~e-~e-~e~~eve-~he-bea~e-e£-e~~eete~e,-e~-a"y-membe~ 

the~ee£7-e£-a"y-~es~e"e~bi~~~y-~m~esee-by-~aw to: (1) declare 

dividends or distributions; (2) approve or recommend to 

shareholders actions or proposals required by this chapter 

to be approved by shareholders; (3) designate candidates for 

the office of director, for purposes of proxy solicitation 

or otherwise, or fill vacancies on the board of directors 

or any committee thereof; (4) amend the bylaws; (5) approve 

a plan of merger not requiring shareholder approval; (6) 

reduce surplus; (7) authorize or approve the reacquisition 

of shares unless pursuant to a general formula or method 

specified by the board of directors; or, (8) authorize or 

approve the issuance or sale of, or any contract to issue 

or sell, shares or designate the terms of a series of a class 

of shares; however, the board of directors, having acted 

regarding general authorization for the issuance or sale of 

shares, or any contract for issuance or sale, and, in the 
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case of a series, the designation of the series, may, pursuant 

to a general formula or method specified by the board by 

resolution or by adoption of a stock option or other plan, 

authorize a committee to fix the terms of any contract for 

the sale of the shares and to fix the terms upon which such 

shares may be issued or sold, including, without limitation, 

the price, the dividend rate, provisions for redemption, 

sinking fund, conversion, voting or preferential rights, and 

provisions for other features of a class of shares, or a 

series of a class of shares, with full power in such committee 

to adopt any final resolution setting forth all the terms 

and to authorize the statement of the terms of a series for 

filing with the secretary of state under this chapter. 

Neither the designation of any such committee, the 

delegation to it of authority, nor action by such committee 

pursuant to such authority shall alone constitute compliance 

by any member of the board of directors, not a member of the 

committee in question, with such director's responsibility 

to act in good faith, in a manner such director reasonably 

believes to be in the best interests of the corporation, and 

with such care as an ordinarily prudent person in a like 

position would use under similar circumstances. 

Sec. 6. Section four hundred ninety-six A point forty 

(496A.40), unnumbered paragraph two (2), Code 1975, is amended 

to read as follows: 

Regular meetings of the board of directors or any committee 

designated by the board may be held with or without notice 

as prescribed in the bylaws. Special meetings of the board 

of directors or any committee designated by the board shall 

be held upon such notice as is prescribed in the bylaws. 

Attendance of a director at a meeting shall constitute a 

waiver of notice of such meeting, except where a director 

attends a meeting for the express purpose of objecting to 

the transaction of any business because the meeting is not 

lawfully called or convened. Neither the business to be 

tl~ .. 
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transacted at, nor the purpose of, any regular or special 

meeting of the board of directors or any committee designated 

by the board need be specified in the notice or waiver of 

notice of such meeting unless required by the bylaws. 

Sec. 7. Section four hundred ninety-six A point forty­

four (496A.44), Code 1975, is amended to read as follows: 

496A.44 LIABILITY OF DIRECTORS AND OFFICERS IN CERTAIN 

CASES. In addition to any other liabilities imposed by law 

upon directors and officers of a corporation, a director shall 

be liable in the following cicumstances, unless the director 

complies with the standard provided in this chapter for 

performance of the duties of directors: 

1. B~~eete~s-e£-e-ee~~e~et~e~ A director who vete votes 

for or assent assents to the declaration of any dividend or 

other distribution of the assets of a corporation to its 

shareholders ~n-wf±±£~±-e~-~egifge~t-vfe±atfe~-e£ contrary 

to the provisions of this chapter or e£ to any restrictions 

contained in the articles of incorporation, shall be jefnt±y 

and-seve~a±iy liable to the corporation jointly and severally 

with all other directors so voting or assenting for the amount 

of such dividend which is paid or the value of such assets 

which are distributed in excess of the amount of such dividend 

or distribution which could have been paid or distributed 

without a violation of the provisions of this chapter or of 

the restrictions in the articles of incorporation. 

2. B~~eete~s-e£-e-ee~~e~etfe~ A director who vete votes 

for or assent assents to the purchase of ~ts the corporation's 

own shares f~-w~±±£~±-e~eg±~gent-v~e±at~en-e£ contrary 

to the provisions of this chapter or e£ to any restrictions 

contained in the articles of incorporation, shall be je~ntiy 

and-seve~e±±y liable to the corporation jointly and severally 

with all other directors so voting or assenting for the amount 

of consideration paid for such shares which is in excess of 

the maximum amount which could have been paid therefor without 

a violation of the provisions of this chapter or of the 

e e 
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restrictions in the articles of incorporation. 

3. ~he-df~eete~s-e£-e-ee~~e~etfe~ A director who vete 

votes for or eeee~t assents to any distribution of assets 

of a corporation to its shareholders during the liquidation 

of the corporation without the payment and discharge of, or 

making adequate provision for, all known debts, obligations, 

and liabilities of the corporation shall be ;e~nt±y-a~d 

seve~e±±y liable to the corporation jointly and severally 

with all other directors so voting or assenting for the value 

of such assets which are distributed, to the extent that such 

debts, obligations and liabilities of the corporation are 

not thereafter paid and discharged. 

A-d~~eete~-e£-e-ee~~e~atfen-whe-fs-~~esent-et-e-meet~~g 

e£-fts-bee~d-e£-d~~eete~s-et-wh~eh-eetfe~-en-eny-ee~~e~ete 

matte~-fe-taken-she±±-be-~~es~ed-te-heve-eseented-te-the 

eet~en-teken-~n±ess-hfs-dfssent-she±±-be-ente~ed-fn-the-mfn~tee 

e£-the-meetfng-e~-~n±ees-he-she±±-£f±e-hfs-w~~tten-dfssent 

te-e~eh-eetfen-w~th-the-~e~se~-eet~~g-ee-the-see~ete~y-ei 

the-meetfng-be£e~e-the-edje~~nment-the~ee£-e~-she±±-£~e~d 

s~eh-dfssent-by-~egfste~ed-e~-ee~tf£~ed-mef±-te-the-see~ete~y 

e£-the-ee~~e~et~en-fmmedfeteiy-e£te~-the-ed;e~~nment-e£-the 

meet~ng~--s~eh-~fght-te-dfssent-shei±-net-a~~±y-te-e-df~eete~ 

whe-veted-fn-£eve~-e£-e~eh-eetfe~~ 

A-d~~eete~-she±±-net-be-±feb±e-~~de~-s~bseetfens-47-~7 

e~-3-e£-th~s-seetfen-f£-the-di~eete~-~eifed-end-eeted-i~-geed 

£efth-~~en-£fnane~e±-stetements-e£-the-ee~~e~atien7-~e~~esented 

te-the-di~eete~-te-be-ee~~eet-by-the-~~es~dent-e~-the-e££fee~ 

e£-s~eh-ee~~e~etien-hevfng-ehe~ge-e£-ite-beeks-e£-eeee~~t7 

e~-stated-in-a-w~itten-~e~e~t-by-an-inde~endent-~~b±ie-&r 

ee~t~£ied-~~b±fe-eeee~ntent-e~-£f~-e£-s~eh-aeee~ntants-£ei~±y 

te-~e£±eet-the-£inanefa±-eendftfe~-e£-e~eh-ee~~e~etfen7-~e~ 

sha±±-the-di~eete~-be-ee-±ieb±e-i£-in-geed-£aith-in-dete~f~ing 

the-ame~nt-evai±ab±e-ie~-e~y-s~eh-dfvfde~d-e~-d~st~~b~tien 

the-d~~eete~-eens~de~ed-the-essete-te-be-e£-thef~-beek-va±~e~ 

If an officer willfully or negligently submits an incorrect 

e '"'· 
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financial statement to a director or directors, and board 

of directors action, contrary to the provisions of this chapter 

or of any restrictions in the articles of incorporation, is 

taken in reliance thereon, the officer shall be liable to 

the same extent as if the officer were a director voting for 

or assenting to such action. No ai~eete~-e~ officer shall 

be deemed to be negligent within the meaning of this section 

if the di~eete~-e~ officer exercised that diligence, care 

and skill which an ordinarily prudent person in a like position 

would e~e~eiee use under similar circumstances. 

Any director against whom a claim shall be asserted under 

or pursuant to this section for the payment of a dividend 

or other distribution of assets of a corporation and who shall 

be held liable thereon, shall be entitled to contribution 

from the shareholders who accepted or received any such 

dividend or assets, knowing such dividend or distribution 

to have been made in violation of the provisions of this 

chapter or of any restrictions in the articles of 

incorporation, in proportion to the amounts received by them 

respectively, and to contribution from any other director 

found to be similarly liable. 

Any action seeking to impose liability under this section, 

other than liability for contribution, shall be commenced 

only within five years of the action complained of and not 

thereafter. 

Sec. 8. Section four hundred ninety-six A point one hundred 

three (496A.103), Code 1975, is amended to read as follows: 

496A.103 ADMISSION OF FOREIGN CORPORATION--NONADMITTED 

ORGANIZATION. 

~ No foreign corporation shall have the right to transact 

business in this state until it shall have procured a 

certificate of authority so to do from the secretary of state. 

No foreign corporation shall be entitled to procure a 

certificate of authority under this chapter to transact in 

this state any business which a corporation organized under 

e 
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this chapter is not permitted to transact. A foreign 

corporation shall not be denied a certificate of authority 

by reason of the fact that the laws of the state or country 

under which such corporation is organized governing its 

organization and internal affairs differ from the laws of 

e 

this state, and nothing in this chapter contained shall be 

construed to authorize this state to regulate the organization 

or the internal affairs of such corporation. 

~ Without excluding other activities which may not 

constitute transacting business in this state, a foreign 

corporation or nonadmitted organization shall not be considered 

to be transacting business in this state, for the purposes 

of this chapter, by reason of carrying on in this state any 

one or more of the following activities: 

4 ~· Maintaining or defending any action or suit or any 

administrative or arbitration proceeding, or effecting the 

settlement thereof or the settlement of claims or disputes. 

2 £• Holding meetings of its directors or shareholders 

or carrying on other activities concerning its internal af­

fairs. 

3 £· Maintaining bank accounts. 

~ ~· Maintaining offices or agencies for the transfer, 

exchange and registration of its securities, or appointing 

and maintaining trustees or depositaries with relation to 

its securities. 

5 ~· Effecting sales through independent contractors. 

6 f. Soliciting or procuring orders, whether by mail or 

through employees or agents or otherwise, where such orders 

require acceptance without this state before becoming binding 

contracts. 

T ~· Creating as borrower or lender, or acquiring, in­

debtedness or mortgages or other security interests in real 

or personal property. 

e ~· Securing or collecting debts due it or enforcing 

any rights in property securing the same. 

-~· 
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9 ~· Transacting any business in interstate commerce. 

49 i· Conducting an isolated transaction completed within 

a period of thirty days and not in the course of a number 

of repeated transactions of like nature. 

Sec. 9. Section four hundred ninety-six A point one hundred 

eleven (496A.111), Code 1975, is amended by adding the 

following new unnumbered paragraph: 

NEW UNNUMBERED PARAGRAPH. If a registered agent of a 

corporation subject to this section changes its business 

address to another address within this state, this agent may 

change the address of the registered office of the agent's 

corporation by filing a statement for each corporation as 

required by this section or by filing a single statement 

covering all corporations named in such statement. However, 

such statement may be signed by the registered agent alone, 

must recite that a copy of the statement has been mailed to 

each corporation, and shall not be subject to the provisions 

of subsections five (5) and seven (7) of this section. 

Sec. 10. Section four hundred ninety-six A point one 

hundred twenty-two (496A.122), Code 1975, is amended to read 

as follows: 

496A.122 FILING OF ANNUAL REPORT OF DOMESTIC AND FOREIGN 

CORPORATIONS. Such annual report of a domestic or foreign 

corporation shall be delivered to the secretary of state for 

filing in his office between the first day of January and 

the thirty-first day of March of each year, except as otherwise 

provided in this section. The first annual report of a 

domestic corporation shall be filed between the first day 

of January and the thirty-first day of March of the year next 

succeeding the calendar year in which its corporate existence 

began, or in which, by voluntary election to adopt the 

provisions of this chapter, it first became subject to the 

provisions of this chapter, except that if such existence 

began in December of any year, or by such adoption it first 

became subject to the provisions of this chapter in December 
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of any year, its first annual report shall be filed between 

the first day of January and the thirty-first day of March 

of the second year succeeding the calendar year in which its 

corporate existence began, or in which, by such adoption, 

it first became subject to the provisions of this chapter. 

The first annual report of a foreign corporation shall be 

filed between the first day of January and the thirty-first 

day of March of the year next succeeding the calendar year 

in which its certificate of authority was issued by the 

secretary of state except that if such certificate was issued 

in December of any year, its first annual report shall be 

filed between the first day of January and the ~~~s~ thirty­

first day of March of the second year succeeding the calendar 

year in which such certificate was issued by the secretary 

of state. Such report shall be deemed filed within the 

required time if deposited in the United States mail with 

postage prepaid in a sealed envelope, properly addressed and 

postmarked on or prior to the thirty-first day of March. 

If the secretary of state finds that such report conforms 

to the requirements of this chapter, and that all prior annual 

reports required by this chapter to be filed by such 

corporation or foreign corporation have been filed and that 

all annual license fees and penalties, if any, required by 

this chapter to have been theretofore paid by such corporation 

or foreign corporation have been paid he shall file the same. 

If he finds that it does not so conform, he shall promptly 

return the same to the corporation for any necessary 

corrections, in which event the penalties hereinafter pre­

scribed for failure to file such report within the time herein­

above provided shall not apply, if such report is corrected 

to conform to the requirements of this chapter, and is 

resubmitted to the secretary of state within thirty days from 

the date on which it was mailed to the corporation by the 

secretary of ~tate, but not later than July 4 first of the 

year in which it is due. 

e <' 
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Sec. 11. Section four hundred ninety-six A point one 

hundred forty-two (496A.142}, subsection one (1), Code 1975, 

is amended to read as follows: 

1. Except £e~ as provided in section four hundred ninety­

six A point two (496A.2} of the Code, in subsection two (2) 

of section four hundred ninety-six A point one hundred three 

(496A.103} of the Code and in this subsection, this chapter 

shall not apply to or affect corporations subject to the 

.provisions of chapters 174, 176, 482, 497, 498, 499, 499A, 

504, 506, 508, 510, 512, 514, 515, 518A, 519, 533, 534 of 

the Code and state banks organized under chapter 524. Such 

corporations shall continue to be governed by all laws of 

this state heretofore applicable thereto and as the same may 

hereafter be amended. This chapter shall not be construed 

as in derogation of or as a limitation on the powers to which 

such corporations may be entitled. 

Sec. 12. Section four hundred ninety-six A point one hun­

dred forty-two (496A.142), subsection twelve (12), Code 1975, 

is amended by striking the subsection and inserting in lieu 

thereof the following: 

12. Any domestic corporation which elects to adopt the 

provisions of this chapter by complying with the provisions 

of subsection three (3) of this section may, at the same time: 

a. Amend or restate its articles of incorporation by 

complying with the provisions of this chapter with respect 

to amending articles of incorporation or restating articles 

of incorporation, as the case may be. 

b. Take action to enter into a merger or consolidation 

or to dissolve by complying with the provisions of this chap-
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ter with respect to merger, consolidation or dissolution, 

as the case may be. 

ARTHU!CA~ NEU 
President of the Senate 

DALE M. COCHRAN 
Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 524, Sixty-sixth General Assembly. 

Approv&IZ-.. 

ROBERT D. RAY 
Governor 

1976 

STEVEN C. CROSS 
Secretary of the Senate 

.. _ 

~ 
:n 

~ 


