SOME PHASES OF CORPORATE REGULATION
IN THE STATE OF IOWA

The Constitution under which Towa was admitted into
the Union in 1846 directed the General Assembly to pro-
vide by ‘‘general laws” for the organization of corporations
other than for ‘“‘political or municipal purposes.” By the
same article the authority to pass “‘special laws”  was
denied and the creation of banking corporations prohib-
ited.! The subsequent development of corporation law in
[owa 1s, therefore, to be sought in acts of a general char-

acter and uniform for the entire State.

THE ACT OF 184

On November 30, 1846, the First General Assembly met
at lowa City, and within four days each branch thereof
had appointed a ““‘Standing Committee on [ncorporations.”
ln 1]1{* ”ullrw nl' Hti]:I'+_',-'1']1'{;1¥.1\'t*.-~' tl]{‘ {_-niiilllit'h*t* ('H]l.‘-ii?-%f'{-‘{] nf
Messrs. Sells, Hardy, McManus, Olmstead, and Cochran:2

while in the Senate Messrs. Hughes, Benton, Bradlev.

i

Springer, and Browning were appointed.® The bill relat-
Ing to corporations, which, after discussion and amendment.
IJHHHE-‘{I the General ,\Hrwm]il_‘»'. originated in the House of
Representatives and was introduced on January 19, 1847,

by Mr. Hardy, a member of the Committee on [ncor-

1 Article 9.
L J“”r”;rf ;{_f';‘jry ]}ui‘r.\'f_ rJ_'.f" ;’.’(J!u'r'.\'f nlalives. 1840- T p. o

8 Journal of the Senate, 1846-7, p. 26,
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porations. It was entitled, ““A Bill to Authorize General
[lit't!l']hiﬂ':ttiilIi-'.Hl :llltl i‘é I‘t’l'tll‘llt'tl as “Hllr-t* ]11! NH. 4.

On January 20, this bill was read a second time 1n the
House of Representatives and then referred to the Com-
mittee on lm-ni‘]anr:ltinr11_-:. On January 29, 1347, Mr. Sells
Hf T'llt' ('Hllllll.ll’[vt‘ 011 llll_'nl‘lnrI‘;lTiHIla I't‘]n!l'it'tl ’(llt-' hi“ S
amended by the Committee. The journal of the House
records that the same ‘‘was read and remains with the
orders of the day.” On the day following, however, the
bill was “‘committed to committee of the whole House, for
Monday next,” where it was discussed and further amended ;
and on February 3, 1847, it was read a third time and
]lfl?‘"@.‘“@{*ll.j

On the day following its passage in the House of Repre-
sentatives 1t was introduced into the Senate, where 1t was
read a first and second time and referred to the Committee
on Incorporations. 'The Senate Committee reported the
bill back to the Senate without amendment on February 4.
[t was then referred to the Committee of the Whole and
I!lilllt* d Hl}t'{_‘iztl Hl‘t]i'l' l_'ul' twWo nﬂt‘ln{'l{_ of ’tht* same ll:l}‘.ﬁ 111
reference to the action in the Committee of the Whole, the
journal reads: ‘‘After some time spent therein, the com-
mittee rose, and reported the said bill back, with sundry
amendments, which were concurred in, and, on motion of
Mr. Harbour, the thirteenth rule was Hll:-illt-‘lllll-'l], and said

bill was read a third time and passed.” The bill as amended

L Journal of the House of Representatives, 1846-7, p. 165.
2 1bid, p. 238.

8 Journal of the Senate, 1846-7, p. 222.
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having passed the House of Representatives was sioned by

&

the Governor and became a law on Februarv 99

i — W

\ [ 847.1
rm ] bl . 1 1 M
['hus the first general Imeorporation law of the State of
lowa was placed upon the statute books without much dis-
L'l.lﬁr-ii{lll. IT 1];'}1_':-; Nnot seem to }1.‘1\'1! ]H*t-'li d :-lll}rjt‘t'f' nli News-
paper comment.”? The provisions of this im[mmml statute.

which 1s entitled ‘““An Act to authorize (reneral llu-m']urm-

tions,”” are as follows:—

SECTION 1. Be it enacted -;Jtr‘,' the General ,],q,x;,”n’,.f.;/ 4:;" the Stat 0]
lowa, That any number of persons may hereafter incorporate thems-
selves for the transaction of any business which may be the lawful
subject of a general partnership, including the establishment of fer-
l‘ii‘:-i. 1hf‘ construction of 1';1”11!:1{[5,_ .'i]lll Hlflt*l‘ works of illh-ru;ll
improvement.

SEC. 2. They may make such regulations as they please in rela-
tion to the management of their business. not incompatible with an
honest and leoal purpose.

SEC. 3. They may render their individual interest in the COrpo-
ration transferable.

SEC. 4. T'he death of any of 1ts members shall not terminate the
i‘”l'f“!l'!lli'ill.

SEC. 5. They may sue and be sued in their corporate name, and
have a common seal.

SEC. 6. They may exempt private property from corporate debts,
Illill Ill:t‘\‘ iltr]rl‘ ]rll_\,' :llu] M*” I't':l] estate; /’;-”;-;J,J‘ T]it* I't*illli?‘*iti“]lH
of this act are r-:lll'm!:ltlii:l“}' rump!iwl with.

SEC. 7. Previous go commencing business they shall adopt arti-

W

L J.mns r}f !HH‘:L I?"\{H]*"‘-IT P. 101,

2 Dr. William Salter, of Burlington, Iowa, in a letter to the writer says: ‘“* For
the General Incorporation Law of the State. provided for by the Constitution of
1846, we are indebted to the wise and sagacious influence of Judge Charles
Mason.”” The act is concise and shows that the author was thoroughly familiar
with the }rl't.l}_:]t'HJH of corporate oreganization and control,
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cles of incorporation, which shall be recorded in the office of the
recorder of deeds in the county where the principal place of business
is; and, further, all corporations for the purpose of constructing
railroads, canals and other works of internal improvement, shall file
2 t't'l‘li!ii'll wllr}' of Tht*i]‘ .'Il'Tit‘lt“: HI“ ;l*.\m."l:liinn iIl Iht' Hﬂit'{‘ Hf ?hl“
svrrvt:lr}'.

Sec. 8. A notice shall be published four weeks In succession 1n
some newspaper in such county, or, if no newspaper be printed
therein, then such publication shall be made 1n some newspaper as
convenient as practicable thereto.

Sec. 9. A failure to comply with either of the requisitions con-
tained in the two preceding sections, shall render their individual
!ll’nln'l‘l}' liable on all contractus,

SEc. 10. The notice required by the eighth section shall contain:

/"r‘r‘ﬁ-'.—- r'[‘}u- name nl‘ llll‘ t‘ur‘!mr;ttiun‘ :Hltl ll]t‘ lil'illt'i}r:il ]i]lh't'r-‘- Uf
transacting business.

Second—The general nature of the business to be transacted.

7./-"1"17{ -T}u* amount of 1‘:1[:11;11 51114‘1\' illt'nl‘]lnl‘:l-tl'll.

Fourth—The amount of capital stock actually paid 1n, and the
times and conditions on which the remainder is to be paid.

Iifth—The time of the commencement and termination of the
assoclation,

Staeth—"The officers of the company and the time of hl.r]tlillg elec-
t10n8s.

SEc. 11. A like publication and recording shall be made upon
renewal, or any essential alteration of the articles of incorporation.

Sec. 12. 'The corporation shall not be permitted to continue for
more than twenty years at once, but may be renewed for a like time
by the unanimous consent of the corporators.

SEC. 13. '{‘ht* t'lll'lml‘illiun cannot be anllllt:tl'il}_' {Ii:-;r-:nl‘w'l*t_l ]H‘L“ﬁi-
ous to the period first fixed upon, without giving the same previous
newspaper publication of its dissolution, as is required by section
elght in its creation.

SEC. 14, Intentional fraud in the transaction of the affairs of the

[
- o
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company shall subject those guilty thereof to fine and Imprisonment,
or both, at the discretion of the court. Any person who shall
receive injury from such fraud. may also recover damages therefor
In a civil suit against such corporation.

SEC. 15. The payment of dividends which shall leave insufficient
funds to meet the liabilities of the company, shall be deemed fraud.

SEC. 16. A failure to comply with the foregoing requisitions, or
a substantial departure from the articles of association, shall render
the individual property of the members of the company liable for
the corporate debts.

SeEc. 17. Either such departure, or the practice of fraud by the
company, shall cause a forfeiture of all their privileges under this act.
and the courts may proceed to wind up their business, as in cases of
speclal corporations that have violated their charters.

SEC, 18, ],.t*_f_:‘.‘ll pProcess may be served upon any officer of the
company, and if there be no officers. then upon any member thereof.
This shall be deemed sufficient service upon the company.

SEC. 19. Whenever an execution shall be issued against the com-
]J.‘lll}', :iLlH]1 atter reasonable iIli]Hii‘it'r«'. o {‘-Hl‘]ml':nt* ]JI'H]H*I‘I}' can be
found sufficient to satisfy the same, it shall be lawful to serve a notice
upon the acting manager of the business of the company, or if none
such can be found, then upon any member thereof, requiring them to
appear before the District Court of the county where the judgment
was obtained, and show cause why the individual property of the
members of the company should not be made liable, and. if no suftfi-
cient cause be shown, then the court shall order the execution to be
levied upon such property.

Hl-:i'_ Z U, l’!‘n]u'l‘i}.' st*izml Ir}' "«‘il‘tllt* of Hlli'h {*.‘-;i't.'ll!iull ﬁlizi“ Hlll}"
be released from the effects of the law by either:

Iirst—Pointing out sufficient company property whereon to levy;
in which case the costs thus far made shall be added to the amount
to be collected from the company by the execution—or,

Second—DBy making and filing in the clerk’s office an affidavit that

the funds of the company are exhausted, and by informing the officer
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who made the levy of the same. In this case the officer shall forth-
with make return of that fact to the court from whence the execu-
tion was issued. He shall thereupon suspend all further proceedings
under the execution, and the property levied upon shall be treated
as though held by virtue of a writ of attachment until the further
order of the court.

Sec. 21. The plaintiff may direct a release of the property thus
taken in execution, or he may appear before the District Court at
the return day of the execution, or as early as practicable after-
wards, and, in answer to a rule to show cause why the property
should not be released, may allege such matters as will render the
private property of the members of the company liable. Issue shall
thereupon be joined, to be tried by a jury.

Sec. 22. Upon such trial it shall be necessary for the company
to exhibit their books and papers, if rw_;uirt-n_l. and v.\pl;lin by those,
or by some other means, the fairness and regularity of their business
transactions. The judgment of the Court shall be in accordance
with the finding of the jury.

Sec. 23. Whenever the private property of one member of the
company is thus held, he shall have a claim for indemnily against
the company.

DEC. 24.  Any of the members may sue the company at law for a
private demand against the same.

Sec. 25.  All corporations whose charter shall expire by their

own limitations, or shall be annulled by forfeiture or otherwise,

shall nevertheless be continued bodies corporate for the term of
years' after the time when theyv would have been so dissolved, for
the purpose of prosecuting and defending suits by or against them,

and of enabling them gradually to settle and close their concerns, to
dispose of and convey their property, and to divide their capital
stock, but not for the purpose of continuing the business for which

such corporation or corporations have been, or may be, incorporated.

' This section was added by the Committee on Incorporations in the House
and therein the number of years is stated as three (see House Journal, 1846-7, p.
208). While in the laws passed the number of years is left vacant.

——

N
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SEC., 26, The ]r]‘i’s':itt‘ ]rl'nln-l‘t}' of each stockholder shall be l1able
for all the debts of the corporation, to the amount of stock owned
by said stockholder at the time when such debts were contracted.
IlIlt[ :1[-'H to the amount of stock nWHl‘tl I:vl‘u.' .H;li-l HI':li'kltu]ih*l‘ al :Hi}'

subsequent time.

This act was amended January 15, 1849, to apply to
the Navigation and Hydraulic Company of the Mississippi
Rapids, allowing said company to acquire the right of way
f{!I' d r:mul: }1111 the ]H'i%'uh' _I}I‘U}H_*I‘T}' of Tllt' {lil't‘l‘till'?‘* :llltl
stock-holders was made liable where they had authorized

the creation of debts or liabilities. !

THE CODE OF 1851
On szllul'}' Yo, 1848, an act was :1]=|r1'm'un_i “tto 111':1\'it1v

fn]‘ the :lla]u}ilt‘(ill;_f O1 ('Hftlmir-;r-ainllt*l's to i_ll':ll‘f. revise and
arrange a Code of Laws.” The first section of this act
names Charles Mason, William . Woodard. and Stephen
Hempstead as the Commissioners.? The result of their
I:’I}HII'H 1-- T]H‘ (.'u{lt‘ of 185H1. ]Ii T]]iH ('{uli* t'}ll’ Hll}ljt‘t‘f of
corporations is treated in title X, chapter 43, which is com-
]H}Hi_‘l_l of 1'[111"(}'-“\'{* sections, that 1s, 673 to 707 inclusive.
Section 673 of the Code of 1851 1s much the same as the
nrst section of the act of 1847 except that ‘tfany lawful
business” takes the place of ‘“‘any business which may be

[

the lawful subject of a general partnership,” and bridees
are included in the specific purposes of organization.

In the act of 1847 the general powers granted are con-
tained in sections two to six inclusive. In the Code of
1."\.-11 1‘11»&-'1‘{‘ alre SsSevel ?-'«]H‘l‘if:i' ]HH'«'t'l'* ;J_'I':lIth.‘{l % e fﬂllii‘s’{h‘:

L Laws of Towa, 1848-49, p. 120,

& Laws of Towa, extra session, 1848, D. 24.
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“/“‘r'f‘ﬂ':". to ll:l\'t* IH*I']H*Ttlill .Hilm*{'amil.illl .\‘H-um,-/‘ 10O sue .‘.11!1]
be sued by its corporate name; 7%:rd, to have a common
seal which 1t may alter at pleasure; /Fourth, to render the
iliti‘l‘t'hta Hf 1}_11' a’[tn.*kltnltlt'l'a tl‘illlhljt'l':llilt‘l f"{f}*ff. to i.*.\'{*lll}l'{l
the private property of its members from liability tor cor-
porate debts except as herein otherwise declared; Sixzh, to
make contracts, acquire and transfer property, possessing
the same powers 1n such respects as private individuals now
enjoy; and Seventh, to establish by-laws and make all rules
and regulations deemed expedient for the management of
their affairs, 1n accordance with law and not incompatible
with an honest purpose.’’!

Comparison will show that while the order has been
changed the powers granted, with slight modifications, are
the same as in the act of 1847. Sections 675 and 676 of
the Code of 1851 are the same as section 7 of act of 1847
u’i’(ll Tlll' t*xvt*li’iinll ﬂl:-.lt 1*11!'1:1:]':11?1{111% !'ul' t']lt* t_'nllr«"fl'llt'l‘it}ll t‘!f
internal 1mprovements must fix in their articles of incor-
poration ‘‘the highest amount of indebtedness or liability
to which the corporation is at any one time to be subject,
which must 1n no case, except 1n that of the risks of insur-
ance companies, exceed two-thirds of its capital stock.™=

Sections 677 and 678 of the Code of 1851 are about the
same as sections 8 and 10 of the act of 1847, with the
exception that under the Code provision, corporations were
not required to state the amount of t'El[litill stock Hf"/r‘(r?./sz
paid in, as was required in the act of 1847.2 Under the

' Code of 1851, section 674, p. 109,
2 Ibid, p. 109,

® This, however, was required by the provisions of section 685 of the Code of
851 relating to the posted statement of assets and liabilities. See below, p. 494.

e dn ol
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e)

(_1{lllt" tWo :itl!]i‘finli:ll statements were l'f'llllil't‘{L Il:llllt‘-'l}',
‘‘the highest amount of indebtedness or hability to which
the 1_-:11*]n.1!';11i¢:11 1S at any time to Hll]}jt‘{_'f itself” and ‘““whether
]}l‘i‘u‘:itt* ]1I'u]n*l‘1‘\' 1S to be t‘.\'t']lllﬂ fI'Hlll the t_'nl‘l;uil':lff* 11{‘}ltf‘t.“l

Sections 9 and 16 of the act of 1847 relating to individual
hability are summed up 1n section 689 of the Code of 1851
as follows: ““A failure to comply -~'1ll:?-1:11115:111}' with the
foregoing requisitions in relation to organization and pub-
licity renders the individual property of all the stockholders
liable for the corporate debts.”? Section 17 of the act of
1847 :lIlt] Hf*{ftiull 690 of Tll{* (‘n{lt* {)f 1851 I_‘l*l:liillg_f tO 1'111'-
feitures are alike. The content of section 11 of the act of
1847 and of section 680 of the Code of 1851 are hkewise
the same.

The duration of corporations under the act of 1847 was
limited to twenty years. W hile under the Code of 1851 cor-
porations organized for the construction of internal LIpProve-
ments might endure for fifty years; while all others were
not to exceed twenty years.

The section on dissolution in the act of 1847 (section 13)
1s embodied in two sections, sections 682 and 683 of the
Code of 1851, and with the addition that dissolution prior
to the period fixed in the articles of Imcorporation can not
be made ‘‘except by unanimous consent, unless a different
rule has been adopted in their articles.”

Sections 684 and 685 of the Code of 1851 relate to the
now popular subject of publicity and are as follows:-

A copy of the by-laws of the corporation with the names of all its

1 (lode of 1851, p. 11().
2 Ibid, p. 111.
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H”‘li_'l‘l"* :tmwwlwl I.IH'I"E‘T!I must he !H‘-“-itt‘!l iH T}lt‘ }l!'illl_‘i[*;ll }'L‘lt‘i‘ l‘-'f
business and be subject to public inspection.

A statement of the amount of the capital stock subscribed, the
amount of capital actually paid in, and the amount of indebtedness
of the company 1n a general way, must also be kept posted up 1n like
manner, which statement must be corrected as often as any material
change takes place in relation to any part of the subject matter of

such statement.’
rn . . . . . . :
['hese sections are still in force appearing as sections 1624

and 1625 of the Code of 1897.

5 i 5 R
d i

Sections 14, 15, and 17 of the act of 1847 and sections
686, 687, 688, and 690 of the Code of 1851 relate to
fraudulent transactions, defining the penalties and liabili-
1i£‘:-‘~. rl‘]tu &ét*t'tinllﬁ' of 1]11* (1£_Hlt2 ]lfﬂ.‘\'i“\'t"[', are moaore t‘.‘{lllit_'i'{

as to what constitutes fraud within the meaning of the act

e ———— | W e ¢
= - = -

than are those in the act of 1847.

—r —

Section 18 of the act of 1847 relatine to how process may

be served upon the company 1s not found at all in the Code

of 1851. But sections 19. 20. 21. and 23 of the act of 1847

- § — L —

are contained 1n more v,\‘lnlivif detaill 1n sections 696, 697,

and 698 of the Code of 1851.

e e e P = —
-L e -Te s

The twenty-second section, relating to the lrl':uluvtinn of

e

books in court, in the act of 1847 is essentiallv the same

T

i section 701 of the Code of 1851;: while section 25 of

the act of 1847 relating to the winding up of companies
appears as section 694 of the Code of 1851 as follows:
‘“‘Corporations whose charters expire by their own limita-
tion or by the voluntary act of the stockholders may never-
theless continue to act for the purpose of winding up their

8 i)

concerns., but for no other purpose.’’?

1 I"ruh' rj_f‘ I8 1. P. 1 10} 2 II’H‘H’I* ]‘J. L2
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Provisions relating to the Liability of the private property
of members, found in section 26 of the act of | 847, are
Iimited to the unpald installments of stock in section 695
of the Code of 1851.

rJ.“ht" f“]lll“'i]!g Hi*('till‘ll."‘; Uf T]H" (‘“{_.l{' H[" ]-\'\:}] ale ;H]iliri”“."‘-
to the act of 1847 :—

Any corporation organized or attempted to be organized in accord-
ance with the provisions of this chapter shall cease to exist by the
non-user of i1ts franchises for two years at any one time, but such
body shall not forfeit its franchises by reason of its omission to elect.
officers or to hold meetings at any time prescribed by the by-laws,
provided such act be done within two vears of the time appointed
therefor. (Sec. 693.)

For the purpose of repairs, rebuilding, or enlarging, or to meet
contingencies, or for the purpose of a sinking-fund, the corporation
may establish a fund which they may loan and in relation to which
thw},-' may take the proper securities. (Sec. 699.)

When the franchise of a corporation has been levied upon under
an execution and sold the corporators shall not have power to dis-
solve the corporation so as to destroy the franchise, and if they neg-
lect to keep up an organization sufficient to enable the business to
]II'{H'{‘{'ll illl‘ ]rIH't']}:iw’l‘ I]ll'l'l‘”]“lil frt*i'nlilt'r-& ‘\'i'Hlt‘-[ \'l.'i”! :l“ 1}]{‘ ]:-H"u.".'t*l"-i
of the corporation requisite therefor; and when it becomes lmprac-
t.i(':l]ilt' I'n]‘ an i[]t[i\.'il!llill SO 10 l‘i}HilHi"l !]li.'lll :tIlf[ iH CASEeS Wllt‘l‘i'
doubts and difficulties not herein provided for arise, the purchaser
may apply by petition to the district court which is ]w;‘n-li}' vested
with uulhurii}' to make any orders requisite for carrying into effect
the intent of this chapter in this respect. (Dee. 700.)

A single individual may entitle himself to all the advantages of
this chapter provided he complies substantially with all its require-
ments, omitting those which from the nature of the case are Iappli-
cable. (H{*t'. T“‘_’.}

PPersons acting as a corporation under the provisions of this chap-
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ter will be presumed to be legally incorporated until the contrary 1s
shown; and no such franchise shall be declared actually null or for-
feited except in a regular proceeding brought for that purpose.
(dec. 703.)

No body of men acting as a corporation under the provisions of this
chapter shall be permitted to set up the want of a legal nrj_:';lniz:lt_inn
as a defense to an action against them as a corporation, nor shall
any person sued on a contract made with such a corporation or sued
for an Injury to its property or a wrong done to its interests be per-
mitted to set up a want of such legal organization in his defense.
(Sec. 704.)

Corporations regularly organized under the general law heretofore
in force, by adapting their articles of association to the provisions of
this chapter and by making the required publication of the change
as well as of their intention to act under the foregoing provisions,
will be entitled to all the advantages and subjected to all the liabili-
ties above provided for, but the change in their articles of associa-
tion must be made in accordance with those articles or by the unani-
mous consent of the stockholders. {Ht‘t'. TH.’;_}

Mutual insurance companies organized under the provisions of
this chapter may render their premium notes a lien upon the whole
or any part of the real estate upon which the property insured 18 sit-
unate, whether such real estate 1s or 1s not exempt from other liabili-
ties as a homestead, but such lien will not attach until the pl‘t‘lllilllll
note stating the property on which it is a lien is filed for record
and treated in the same manner as though it were a mortgage from
the maker thereof to the company except that i1t need not be ac-
knowledged. (Sec. 706.)

Nothing herein contained is intended to affect the interests of
companies already organized farther than is above expressed. (Sec.
707.)

THE REVISION OF 1860

The {_'ll‘l'[llll'ﬂt.ii_lll law of lowa as found in the Code of

1851 received but two shight amendments before the Revi-

o B bl &
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sion of 1860. In 1858 section 689 was modified so as not
to apply to railroad corporations; and in 1860 section 68]
was amended to permit agricultural, horticultural. and
cemetery associations to imeorporate for such time as they
might see fit under certain conditions. With these excep-
tinllf-i Tllt* 1*{11']1“]';1’rin11 IELW {Il" Tllt' ( 11}11(‘ nf 1851 ]~.. I‘t*[n_‘:lft*tl

verbatim in the Revision of 1860).

CORPORATIONS AND THE CONSTITUTION OF 1857

Between the :ldn]iiinli of the Code of 1851 and the Revi-
sion of 1860 the present Constitution of Iowa was adopted
iI'} 18H 7. r.lﬁllt-* Hl!]rjm.'( of t'ul'[}fll':ltiniw was one of 1]!1' MmMost
vigorously contested topies considered by the Convention
of 1857. An attempt was made to msert into the Bill of
Rights a provision that ‘‘no privileges or immunities shall
ever be gl'zllltt-*tl. that may not be :llh*l't*i].. revoked Or
repealed by the General Assembly.”?  This failed to pass
as a part of the Bill of Rights but was inserted in the article
on incorporations, and appears as section 12 of article S.

In view of the present interest in and discussion of the cor-
}H}l'ﬂfinll ]}I'Ulr]t‘lll fllt‘ lll*}}:lfi'ri {It‘ Illt-* Convention of 857 are
exceedingly Interesting.  Extracts of some of the speeches
delivered in that convention could hardly be improved upon
by the most ardent anti-trust advocate of today or the

zealous defender of the rights of aggregate capital.?

1 Debates of the Constitutional Convention of 18567, Vol. 1, pp. Y6, 104, 143,

2 The following is given in illustration

‘“The amendment reported by the committee, or some equivalent for it T am
in favor of. The history of our country has proven this fact: that corporate
bodies with exclusive privileges have been growing upon us; have been intrench-
ing themselves in the strongholds of our government: that they have been sur-

roundine themselves with privilege atter privilege, until they have come in fact
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The Constitution as finally :ult’lﬂt‘ll by the Convention of
1857 and by the people contained an article of twelve
rni.--:-TiHIlh O11 {-nl'lml':lﬁnlla. Tllt* lil‘r-it at*:‘IiHIl l‘t‘i’({il'zlfl‘ﬁ '{ht*
]}l*illt'iplt* “1. ;-_;‘vnrl'zll ill{'nl']nil‘:l‘[inll 1':!1]1:1i11t'tl iIl T]lt‘ (11111:-;'[1\*11-
tion of 1846, as follows:

SECTION 1. No corporation shall be created by s;u-ri_;tl laws: but
the General Assembly shall provide, by general laws, for the organi-
zation of all corporations hereafter to be created, except as hereinaf-
Ler Iil'il'\'illl'll.

The second section declares all corporate property subject

- W (] [l W r . | -
to taxation the same as that of the individual. The third
section prohibits the State from becomine a stockholder 1n
any corporation. All of the other sections except the last
refer to banking corporations, which were prohibited by the
Constitution of 1846. In fact the lli‘nll“}hiull Hf ]Hlllklllg
corporations by the Constitution of 1846 was largely
responsible for the calling of the Convention of 1857. "lhe
last section of the article on {.*nl'lml';ttiml~4 in the Constitution
reads:

SEcTIoN 12.  Subject to the provisions of this article. the General
Aawtnh]}' shall have power to amend or H-lu-ill all laws for the
to control the action of the h‘_‘.ii-“*lflilll't':-i of the older States of the northern Iilll‘I of
our confederacy at least. And I am opposed to the pl‘im*\]llv that would allow
our legislature to grant those privileges and those charters, and to create these
corporations without having any power to put any limit upon them. They are
]'+-I”-.1-;1-1||‘|-.l to be creatures without souls. mercenary, ..l_"']"rl.‘*lli.“_'...',', ll\'t‘]‘~l'!_’i1{_‘hiIl;_‘,':
il! ."\l'lllﬂ. S0 INaNny :-Et'laill;l]i__: stones O an gtl‘i,ﬁinac'l';[liﬁ' government, .:Hlll H}‘JIH}HPd
directly to the first principles of a republican government, I am In favor of put-
ting some check upon this system, of having something incorporated into our
constitution which would have a tendency to check this growing evil 1n our
country. And I know no better way to do that than by allowing the legislature
that creates these corporations the power of repealing, modifying or annulling
them as the wishes of the people may require, so that when they are once
'LH‘HH_!IH Into existence 11“'}" may not be forever illl_l{"{u']lilt'nf of the will of the

people.”” Speech of John T. Clark in the convention, Jan. 80, 1857. See Debates
of the Convention, Vol. I, p. 106.

[ Ty Pl
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organization or creation of corporations, or erantine of special or
exclusive privileges or immunities. by a vote of two-thirds of each
branch of the General Assemblv: and no exclusive privileges, except

as 1n this article provided, shall ever be oranted.
THE ACT OF 1870

A\H :ill'ﬂ:hl}' *I':lf'r‘tl T']I_t* Vm]*-' of Iun'il Was l*f‘\'f.‘-&t'tl after Tllt'.
adoption of the new Constitution in 1857 and the Revision
of 1860 remained in force except as modified by the acts of
the General Assembly until the Code underwent another
revision in 1873,

Chapter 172 of the acts of the Thirteenth General Assem-
}:l‘\' 18 ““AN Acr to Amend (_']t:llrfl‘ri 52 and 53 of the
Revision of 1860, in relation to Corporations.”! This act,
which was approved April 16, 1870, is composed of eleven
sections, the first of which simply designates the sections of
the Code of 1860 which are to be amended. The second
section requires the recording of the articles of Incorpora-
tion in the office of the Hf*:'l'vt:u‘}' of State 1n additicn to the

recording in the office of the Recorder of Deeds of the

county 1n which the principal place of business of the cor-
poration 1s located. The third section simply strikes out
tll(‘ H[H‘{'izll _I‘t‘:lllil't*illl*ll’l, iilll_nmt*t{ Il]mll l_'HI'[HI'I'EtTiHHH IIHI' f[lt*
construction of internal improvements, relative to the filing
Hf :lI'Tit']f“-l Hf illi_'trI‘Jull':t’riHH ill T]lt‘ office nt} Hjt* ?“;1'{'!*1'1;11'}' of
State, the original section of the Code of 1860 having made
such filing obligatory upon all such corporations.

The fourth section amends section 1156 of the Code of
1860 to make it harmonize with the two preceding sections.

Hf-f{_‘fi“ll [i\.‘w ['mlni_['i}ﬁ; e | l*{lI}‘s' {}f illf* Hj.'-]:t“’:-i EIIIII lllt* HOIes

1 [Laws .w‘_.i" qu':!, 1870, P. 218,
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of the officers to be filed with the .‘";t‘l'I't‘iil!':‘\' of State 1n
addition to the posting required by section 1161 of the
Code of 1860. The sixth section makes more explicit the
individual hability of the stockholder by adding: “‘ Neither
can provisions in the articles of incorporations exempt” the
stockholder from individual li:llrili'f}' to the amount of his
unpaid installments, ete. The other sections of the act,
except the last, refer to ‘‘corporations other than those for
pecuniary profit” and hence will not be considered in this
connection.

The eleventh section provides that,

Any corporation organized for the purposes of pecuniary profit,
I:H!".«Il:tlll to the ]ll’il's'.l?*-lll’fll."ﬂ of t*ii.‘lpit‘l‘ D2, of the ]{l'\"l‘hi'.i]l of 1860,
or amendments thereto, which shall fail to have its articles of Incor-
poration recorded in the office of the Secretary of State, within three
months after the taking effect of this aet, shall be prohibited from
doing businesss as a corporation: Provided, That nothing 1n this
section shall be construed so as to relieve such corporation from the
fulfillment of all contracts made prior to the taking effect of this
act, or to relieve individual members thereof from liability to the
amount of the unpaid installments on the stock owned by them, or

transferred bv them for the purpose of defrauding creditors.

Chapter 88 of the laws of the Fourteenth General Assem-
bly is simply an act legalizing ‘‘the acts, doings, and
contracts’ of those corporations which had failed to comply
'ﬁ’ii}] TIH' lH'n\‘iHinIiH ni_' H{*(*Tinnb«' 1155 :l-Il{l 1156 {lf ﬂlt‘ (.‘Htlﬁ
of 1860 and chapter 172 of the laws of the Thirteenth
(reneral Assembly relative to publishing a notice of 1ncor-
poration and filing articles of incorporation with the Secre-

tary of State as required.

i o S
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THE CODE OF 1873

The corporation law of Towa as if appears 1n the Code of
1873 18 practically what it was in the Revision of 1860 plus
the amendments made by the Thirteenth General Assembly
as noted above. Jut 1n the Revision of 18783 there 1S a
more logical arrangement of matter.

In some sections there are shght verbal changes, but
most of the sections are repeated verbatim. The following
exceptions, however, should be noted:—The section on the
duration of charters in the Revision of 1860 (Section 1158)
18 modified so as to permit life insurance companies to
t‘lltllll'tf for ﬁﬁ'\' years. fll the 1f1il'il m*:*ﬁnl] of I']I{' I::H'T
'(I'f*zl’[ill;_;‘ lir ”lt' ]i:lhi]it}' ui' I:I'i\';l'{i* I}I'HIH‘I'T‘\' T'u[‘ 1'{1]‘}:{}[‘;11:*
debts in the Code of 1873 (_?‘*m*. 1084 ) a clause, not found
in the Revision of 1860, is added. declaring that the stock-
holder “‘shall not be }n*t'miﬂf‘:[ to controvert the \;1litli‘f} of
the judgment rendered acainst the corporation, unless it
was rendered through fraud and collusion.”

Section 1180 of Code 1860, asserting the presumption of
]f'.i;‘:il il}(‘I}I']HII'IHiHH Iln’(i] ]rt’n\'t*li Ui]:t'l”ﬁ'irﬂn WAas {}Illiﬂ't*ll fl'ultl
the Code of 1873. as were also sections 1182, 1183, and
1184. A general insurance law had been adopted and
matters relating to iInsurance companies were naturally
’[:1]{!*]1 T'I'HIH f]lf* g‘i*lii‘l‘:l] 1'11*!*]:!1]':11']:'!!! act. T]lt* {}T]lt‘l' tWo
sections referring to corporations organized at the time of
the adoption of the Code of 1860 were probably deemed
illil]}l}li{‘il}rlr*.l

The last section of the corporation law as it appears 1n
1 Cf., sections 706-T7, Code 1851, which are the same as sections 11 12-14, 1117

of Revision of 1860, P. 496 above.
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the Code of 1873 is, however, new and reinforces by legis-
lation the power asserted in section twelve of article eight
of the Constitution relative to corporations. This section
reads as follows:—

The articles of incorporation, by-laws, rules, and regulations of
1'HI‘]:HI‘iLHHTH hereafter H'I'_'_'f:lll‘l?,t‘il under the [r[‘nk'ihiull.ﬂ. of Tl:'lh til]{‘,
or whose organization may be adopted or amended hereunder, shall,
at all times, be subject to legislative control, and may be, at any
time, altered, abridged, or set aside by law, and every franchise
obtained, used, or enjoyed by such corporation, may be regulated,
withheld, or be subject to conditions imposed upon the enjoyment
thereof, whenever the general assembly shall deem necessary for the
[rllhlii' good. (Neec. 1090, Code 1873).

LEGISLATION BETWEEN 1873 AND 1897

?".‘illt't' Tlll* ('H{lt* nl’ 1873 thv['i- |1;1,-4 Ili‘t‘ll hut O1e :lllt]l“l'i}{t‘t]
Code. Il:tllli*l‘\, the Code of 1897 and the Hli[llllt*[l]t‘llf of
1902.  All references, therefore, to changes or additions
in the t*nl'lml':niun law between 1873 and 1897 will be cited
as they appear in the session laws. Chapter 32 of the laws
of the Sixteenth General Assembly i1s an almost verbatim
copy of chapter 88 of the laws of the Fourteenth General
Assembly? being a legalizing act as before.

The Seventeenth General Assembly repealed sections
1060 and 1064 of the Code of 1873 and enacted in their
stead sections slightly changed. By the new section, 1060,
the articles of incorporation must be signed and acknowl-
edged by the incorporators and then recorded and filed as
3

before.? The new section, 1064, adds to the prerequisites

I NSee above, p. 498,
* dee above, p. 500,

8 See above, pp. 487, 499,

e @ A



CORPORATE REGULATION IN IOWA H03

for beginning business that the articles be recorded in the
office of the Secretary of State.

T'wo acts were passed by the Eighteenth General Assem-
bly, namely, chapter 57 which aimed to relieve corporations
engaged in manufacturing from double taxation. and chap-
ter 208 which relates entirely to banking and need not
concern us 1n this connection.

The Twentieth General Assembly amended section 1061
of the Code of 1873, relating to the limit of indebtedness.
]’}' :-li.ll_lillg tO iI' T}lt* fnllnwillg!

That section 1061, title X l'h:l!ltt*l‘ 1, of the Code of 1873, be
amended by adding thereto the proviso, as follows:

Provided, That the provisions of this section shall not apply to
the bonds or other railway securities to be hereafter issued or oUAT-
anteed by railway companies of this state, in aid of the location,
construction and equipment of railways, to the amount of not
exceeding sixteen thousand dollars per mile of single track, standard
gauge, or eicht thousand dollars per mile of single track, narrow
gauge, lines of road for each mile of railway actually constructed

and miui]:[;wl.

The Twenty-first General Assembly also amended this
same section (1061) by adding:

That Section 1061 of the Code of 1873, be further amended by
:IIIIIHHLI thereto the I'1‘1r\'j*%ci as follows: /’f'ur‘fr/rrf. t'llt‘l]u't‘, that the
provisions of this section shall not apply to the debentures or bonds
of any company, duly incorporated under the provisions of this
+l‘}l.‘lll'[i‘l'.r the }J:L}‘![l!‘lll of which debentures or Iulllilh shall be m*t'lll'{'d
by an actual transfer of real estate securities for the benefit and pPro-
tection of purchasers of said debentures or bonds, such securities to
be at least equal in amount to the par value of such bonds or deben-
tures, and to be first liens upon unencumbered real estate worth at

least twice the amount loaned thereon.
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The Twenty-first General Assembly also passed the first
act for the regulation of foreign corporations in the State of
[owa. This act is entitled ‘“An Aect Requiring Foreign
Corporations to File their Articles of [ncorporations, with
the Secretary of State, and Imposing Certain (Conditions
upon Such Corporations Transacting Business in the State.”
[t specially exempted mercantile and manufacturing com-
panies organized in other States from its operation and
applied particularly to corporations exercising the right of
eminent domain.

The text of this act, which was approved April 6, 1886,

ir-‘- as tlnnnu';..; .

SectioN 1. That hereafter any corporation for pecuniary profit
other than for carrying on mercantile or manufacturing business
organized under the laws of any other state or of any territory
of the United States or of any foreign country desiring to trans-
act i|:~' llllr-;'lllt’ﬁ-'ﬂ. or to continue iﬂ lht' tI‘:l!h;lt'IiHn uf iIH hu:-\inv:-:r-a
in this state shall be and hereby 1s required, on and after Sep-
tember |first] A. D. 1886 to file with the secretary of state a
certified copy of its articles of incorporation duly attested, accom-
}l:t]li{'if h\, a resolution of 1ts board of directors or hllu'knhuhlt‘l‘r&,
authorizing the filing thereof and also authorizing service of process
to be made upon any of its officers or agents in this state engaged 1in
transacting its business, and requesting the issuance to such cor-
poration of a permit to transact business in this state. Said appli-
cation to contain a stipulation that said permit shall be subject to
each of the provisions of this act. And thereupon the secretary of
state shall issue to such corporation a permit in such form as he
may prescribe for the general transaction of the business of such
corporation. And upon the receipt of such permit such corporation
shall be permitted and authorized to conduct and carry on its busi-

ness 1n this state. Provided that nothing in this act contained,

e &l
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shall be construed, to prevent any foreign corporations, from buy-
ing, selling, and otherwise dealing, in notes. bonds. morteaces, and
other securities, or from enforcinge the collection of the same, 1n the
federal courts, in the same manner. and to the same extent, as 1s
now authorized by law.

SEC. 2. No foreign corporation which has not in good faith com-
plied with the provisions of this act, and taken out a permit, shall
hereafter be authorized to exercise the power of eminent domain or
exercise any of the rights and privileges conferred upon COTPOTra-
tions until they so have complied herewith and taken out such
permit.

SEC. 3. Any foreign corporation sued or impleaded in any of the
courts of this state upon any contract made or executed in this state
or to be performed in this state or for any act or omission, public or
private, arising, originating, or happening in the state, who shall
remove any such cause from such state court into any of the federal
courts held or sitting in this state, for the cause that such corpora-
tion is a non-resident of this state or a resident of another state than
that of the adverse 'lill'f}', or of local Ir]’('jili“f‘{‘ élg:lillﬂl such corpora-
tion, shall thereupon forfeit and render null and void any permit
1Issued or :mthurit}' granted to such corporation to transact business
in this state; such forfeiture to be determined from the record of
removal, and to date from the date of filing of the application on
which such removal 1s affected, and whenever any corporation shall
thus forfeit its said permit no new permit shall be issued to it for
the space of three months, unless the executive council shall for sat-
iﬁf:-lt‘tlrl'\' reasons cause 1t to be 1ssued sooner.

Sec. 4. Any foreign corporation that shall carry on its business
and transact the same on and after Ha*!rtvlnlwl' 1, 1886 in the state of
Towa by its officers, agents, or otherwise, without having complied
with this statute and taken out, and having a valid permit shall for-
feit and pay to the state for each and every day in which such busi-

ness is transacted and carried on the sum of one hundred dollars

(%100) to be recovered by suit in any court having jurisdiction.
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And any agent, officer or employe who shall knowingly act or trans-
act such business for such corporation when 1t has no valid permit
as provided herein shall be guilty of a misdemeanor and for each
offense '-~]|;1“ be fined not to I‘Hi't*i‘ll one hundred tlu]l:ll‘h (‘-‘E‘Ii.!l_!) or
imprisoned in the county jail not to exceed thirty days and pay all
costs of Inl'nﬂ‘l‘lliiHIL

Sec. 5. All acts and parts of acts inconsistent with the provi-
sions hereof are hereby repealed; provided, that nothing contained In
this act shall relieve any company, corporation, assoclation or part-
nership from the performance of any duty or obligation now enjoined
upon them or required of them or either of them by the laws now 1N
f{il‘t'i',

The Twenty-second General Assembly added to the pur-

'

poses of nrg_{*:mi;«cu‘rinu mentioned in section 1058 of the

Code of 1873 “rm*mm/u'}s. u/.u'rrrh'ru.r. and maintenance ot

5%

canals, railways, bridges,” etc., and further added as a
purpose of fnl'g:tllix:ltinll, ‘‘the ]nll't'h:mt*, H‘-'s'llt-‘l':-illi}h opera-
tion and maintenance of any Railroad sold or transferred
under power of sale or foreeclosure of any mortgage deed or
trust.”!  Section 1065 of the Code of 1873, which declared

that no change in the articles of association would be valid

‘H

unless recorded and ]Hl]l]i%lli‘(l as the orieinal articles were

J

required to be, was repealed in this same session and in 1ts
place the following was enacted:

That any of the provisions of the Articles of Incorporation may
be changed at any annual meeting of the stockholders or special
meeting called for that purpose; but said changes shall not be valid
unless recorded and published as the original articles are required to
be; and said changes in the Articles need only be signed and

acknowledged by the officers of said Corporation.?®

1 Laws of ITowa, 1888, p. 127.

® 1bid, p. 128,

e kot
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The Twenty-sixth General Assembly amended section
1078 of the ( 'ode of 1 87 3. u'llit_'h treats of the conditions

under which the transfer of shares is valid. bv addine

O

thereto the hilhruilg::——

And provided further that when any shares of stock shall be
transferred to any corporation as collateral security, such COTpOTa-
tion may notify the secretary of the corporation whose stock is
transferred as aforesaid, and from the time of such notice and until
notice that said stock shall have ceased to be held as collateral
security said stock so transferred and noticed as aforesaid shall be
considered in law as transferred on the books of the corporation
which 1ssued said stock without any actual transfer on the books of
such corporation of such stock. In such case it shall be the duty
of the secretary or cashier of the corporation to which such stock
shall have been transferred as collateral security at once upon its
{'{';Hili\'_f to be =0 }H‘]Il to i:l['fll'lil the si't'l‘t*lill‘}' lrf t]l(* :_‘nl']m!'.‘iiillll
1Issuing such stock of such fact.

Flﬁ'hli* M't'l‘i-I:tl‘}' lrf‘ T]li* 1'1r|]l'|:lI|:~.' ‘.\‘hn'-l' w!in‘lﬂ. i*é 1!':ilir-|1t*l‘l‘l=t1 AN :'rr]—
lateral shall keep a record showing such notice of transfer as collat-
eral, and notice of discharge as collateral, subject to public Inspec-
tion; and provided, further, that no holder of stock as collateral

security shall be liable for assessments on the same.

An addition was also made to the corporation law of
lowa at this session of the General Assembly by the adop-
tion of ‘““An Act reculating fees for the mcorporation and
the Increase In capital stock of companies and corporations
in the State of Towa” which is as follows:

SECTION 1. Any corporation for pecuniary profit hereafter organ-
1zed or doing business in Iowa under the laws of the state. shall pay
to the H't'l’c"'[:ll‘}‘ of state. before a certificate of illl_'nl'lnrt‘:iIiull 18
1ssued, an incorporation fee of twenty-five dollars, and for all capital

stock 1n excess of ten thousand dollars an additional fee of one dol-
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lar per thousand upon all of its authorized capital stock. Provided,
that this act shall not apply to building and loan associations, cor-
porations organized for the manufacture of butter., cheese. or other
dairy products, and workmen’s co-operative associlations and farmers’
mutual 1nsurance companies; and in no event shall the fees collected
under this act exceed the sum of three hundred and fifty dollars for
a Single Incorporation.

DEC. 2. J\H}' t‘tJl‘]rtiI'.‘iTi-rI] NoOW Hl"_ﬁllliﬂ*t] and tlnitl:‘ business under
the laws of this state that shall increase its capital stock shall pay a
fee to the r-i*i'l‘t-i_.‘{l'_‘».' of state of one dollar for each thousand dollars
of wlli'll illl‘l‘t‘:iml*.

SEC. 3. It shall be unlawful for any corporation to do business
unless the articles of any such corporation are filed with the secre-
l;lr"‘\‘ Hf state: .'11111 |I!]11"-~§ ~;11:-]1 fee or ilt*t'ﬁ are ]J:Iitl Wi”li]l iliil‘{}' 11;1}'.4
from the filine of the same with the proper county recorder, 1ts
organization shall be deemed incomplete and shall be held to be in-

valid as a body corporate.

THE CODE OF 1897

[n the new Code of 1897 the subject of corporations
appears as chapter 1 title IX, just as it did in the old Code
of 1873. But one section of the Code of 1873 was omitted
t*ll’{i!'t‘l}'. 1his was section 1070, which referred to the
duration of agricultural, horticultural, and cemetery associ-
ations. It was taken from the chapter on corporations for
profit and the substance thereof was 1ncorporated into the
chapter on corporations not for profit. Three of the sec-

tions are entirely new, the others being repetitions or modi-

fications of the sections in the Code of 1873. The changes
or modifications will be noted in the following paragraphs.

Hection 1058, was made much shorter. and the amend-

' Laws of Towa, 1896, p. 97.

-
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ments made to this section by the Twenty-second General
Greneral Assembly were not retained. This sectlon now
I'fu‘lt[m that ”:Hi} !ltilnln*l‘ of PETISOILS ay ]H'r'HHu* i!lt'ﬂl'[nr-
rated for the transaction of any lawful business. but such
iIH'HI']HlI'.‘l'iHIJ 1‘1'111.1*1“- 110 ]HH‘-'!‘I' or [l!'i\”".'..f*' 1101 [nrw-'wm-;t'il
}l}' H:lTHI‘:tI ]H‘I'*-th. t‘\'{‘r*]rT S ]It*!'t'ill.‘tltf*'l' I:I'H‘»illl-tl.ul NEC-
tion 1608, contains the same provision as was found in the
(.'Hill‘ of 1851, TI]** I:l".i«ilill of | X6, :lllll Y]Jt‘('lﬂlt‘ ot | 87 3.
f'IiTilliIij_" o aillj_'*lt' illt“‘» iilH:ll Lo illi'u:‘]Hll':th* liil!|-+*”. u'iill Ilti'
addition that “‘if he adopts the name of an individual or
illl]i’\.illllc‘ll."‘ as T}l:lT HI' ilit‘ t'HI']HII‘;HiHII. llt‘ st :ltlil T'Ilt'I'l*In
the word ‘Incorporated.’ ' ?

Section 1609, i1s, with the exception of a few verbal
{']1:111;ri*=. the same as section 1059 of the ( ‘ode of | 873 rela-
tive to powers.  Section 1610 relating to the prerequisites to
beginning business, embodies all that was contained in the
Code of 1873, together with the amendment of the Neven-
teenth General Assembly and the act of thl-'lﬁttwtyx-ﬁixth
(xeneral Assembly regulating fees for incorporations, How-
evelr, HH]} f:!!'lllt*!'*-i IllllTH:ll t'nnln*l';ﬂi\'t't'I'l':lHl!‘I“\.' :1.‘-'~4|H'i:tfinll_~e
are I*.\!'Hl]lf ['I'HIH Illi‘ |a:;‘um-m H]' Illt‘ ['*'1“-4 :11'1'n|'1lin‘5_" 1O 1]1:*
Code of 1897.

Section 1611, relating to the limit of indebtedness. ap-
]n-;ll'illf_{' as section 1061 of the Code of 1873. was amended
by the Twentieth and T'wenty-first General Assemblies.
Banks are not required to fix their highest amount of indebt-
edness at two-thirds of their capital stock; and street rail-

ways are mecluded in the exemption given to rallways.

=

L Code of Towa, 1897, Sec. 1607, p. 507

: I"'-‘f, S I"rl"", P o7
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Section 1612 1s new. and reads as follows:

Place of Business Iast of Officers. 1f the corporation transacts
business in this state, the articles shall fix its principal place of bus-
iness, which must be in this state, and in charge of an agent of the

corporation, af which place 1t shall keep its stock and transfer books

and hold its meetings. The corporation shall annually in January,

file with the secretary of state a list of its officers and directors, and
any change in the location of its place of business made by a vote of
the stockholders.

Section 1613, relative to what the ]mlnli:-elml notice should
contain 1s identical with sections 1062 and 1063 of the Code

L

of 1873 except that to the seventh clause of this section
there is added, ‘‘Proof of such publication by affidavit of
the publisher of the newspaper in which 1t is made, shall be
filed with the Secretary of State, and shall be evidence of
the fact.”

Section 1614 ]H'I'Illirr-: the t'ul'lml‘;ltinll toO ht*;_fill business as
soon as the certificate 1s 1ssued ]h}' the Ht*t_'l't't:ll'}' of Dtate,
whereas under section 1064 of the Code of 1873 the COTpo-
ration might begin business as soon as its articles had been
filed with the County Recorder. Section 1615, with verbal
t*h;tll;_ft'r:, t‘Ill]_HH“t‘H Tlli‘ SAINne ]l]‘n\'iﬁi“l]i u[" 1111% Nnew r-:t*{_"[iull
1065 of the Code of 1873 adopted by the Twenty -second
(veneral .\.‘-i.*-%{‘l'll]l]‘\}l Nection 1616 contains the same pro-
visions as section 1068 of the Code of 1873, relating to the
liability of individual property. Section 1617 contains the
same provisions relating to dissolution and notice thereot as
1s found 1n sections 1066 and 1067 of the Code of 1873.

Section 1618 fixing the duration of corporations is the

1. See above, p. H06.
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CORPORATE REGULATION IN IOWA oll

same as the provision in the Code of 1873: but the Provi-
sions relative to the renewal of charters has been changed by
making the time for renewal ‘‘within three months before
or after the time for the termination thereof.” and by per-
mitting a majority of votes to decide the question of re-
newal, whereas the Code of 1873 required a three-fourths
Vote.

Section 1619 18 a verbatim repetition of section 1090 of
the Code of 1873.Y Section 1620 18, with *-]ij‘_{'lll verbal
changes in the first sentence, the same as section 1071 of
the Code of 1873. Section 1621 relating to the diversion
of funds as fraudulent is in substance the same as section

-—

1072 of the (Jode of 1873. 'ﬂ'i”l the :llliliTiHIl f[l:l[:

If the directors or other officers or acents of any f'ul"nrl‘.ililirl shall
declare and pay any dividend when such corporation 1s known by
them to be insolvent. or any dividend the payment of which would
render 1t insolvent, or which would diminish the amount of its cap-
ital stock, all directors, officers or acents knowingly consenting
Illl'l‘t*lu .Hilil” be juillli:\' ;HI+I H".'FI.‘IH}' l1able for all T}II' 4!:'*&* of Hh‘]l
corporation then existing, but dividends made in good faith before
klllﬂtli'l]_‘_{#' Hi' T]u- lu't'llt'l‘irl*_" “1, |H‘~-t“'- H}.:IH not come “-'u’”[lllli ”Il' !I!'H-

\'i?-llﬂl!?i H!. l]l.l'n ?-ui't'liHIL

Section 1622 declares that the corporate [rl'i'*~'l[*"*__'_‘1* shall
be forfeited for the intentional violation of the two preced-
Ing sections, whereas the Code of 1873 made no such excep-
tion. Section 1623 defines the intentional keeping of false
]HIHI{H O accounts as a Iliiailt'lill‘:lllnl', ‘H'I.'lll‘l't‘:l"-'- .“d‘l'IiIlH LO7H
of the Code of 1873 made the false keeping of books a

misdemeanor if some one were injured thereby. Sections

1 See above, p. H02
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1624 and 1625 relative to the posting of the by-laws, names
of ofticers and the Iu‘f'lll'l‘;tl statement of stock and indebted-
ness are 1n content just the same as sections 1076 and 1077
of the Code of 1873.

Nection 1626 relative to the transfer of shares is essen-
tially the same as section 1078 of the Code of 1873 as
amended by chapter 81 of the laws of the Twenty-sixth
(irlit*l';ll .\ﬂ%i*n]]nl‘\', Thv ('ntlz' ot 897, lln‘ﬁ't*\'t*l‘, ]H’I'Illith‘
stock to be transferred as collateral security to PErsons,
Jirms, or corporations, whereas such transfers could only be
made to corporations by the amendment of the Twenty-sixth
(reneral Ar-:-@t*llll:l}'.l

—

Section 1627, which is new, contains the following:—

o

N O t't‘I'liEil‘:Hi" Or ~~~}‘t:i.l‘l' of stock Hl!il” be ir-.rwllml, :]t']i\'t‘l‘t‘tl Or trans-
ferred lr}' any corporation, oflicer, or agent thereof, or h:.,' the owner
of such certificate or shares, without having indorsed on the face
thereof what amount or portion of the par value has been paid to
the corporation issuing the same, and whether such payment has
been 1n money or property. Any person violating the provisions of
this section, or knowingly making a false statement on such certifi-
cate, shall be tined not less than one hundred dollars nor more than
five hundred dollars, and shall stand committed to the county jail

until such fine and costs are paid.

Sections 1628 on non-user, 1629 on expiration of char-
ters, and 1630 on the creation of a sinking fund are 1n
content the same as sections 1079, 1080, and 1081 of the
Code of 1873. Sections 1082 and 1083 of the Code of
1873, relative to the liability of the private property of

stockholders for corporate debts are combined In one sec-

1 See above, p. 507, for text of amendment,
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tion, section 1631, in the Code of 1897.1 with this addition
that ‘‘in suits by creditors to recover unpaid installments
upon shares of stock acains any person who has in any
manner obtained such stock of the corporation, the stock-
holder shall be liable for the difference between the amount
paid by him to the corporation for said stock and the face
value thereof,”

Section 1632 of the Code of 1897 is a verbatim repetition
of section 1084 of the Code of 1873, ?rv:uin;_:' of how the
mndividual liability of the stockholder is to be enforced. In
TIli% t'illllil*{'?inll 1[1!' { 'Htll' 1'1*]!1}1i1t'|'- I't'i't'l' LO w'rlit-!i-' | O83 |
of T]lv('mlt' of 1873. “1!*- ]1!1‘.\'1*1'1'1'. iHH l:li.-l:1|\1‘. ]H'H'r:tli]}'
being confused with the preceding section which embodies
TWO M*i*‘rin“_-; 1rl" 1[11' ('m]u' nIJ | 8( 3.

Sections 1633 and 1634, relative to suits by a stockholder
against the corporation and to franchises sold on execution
are verbatim repetitions of sections 1085 and 1086 of the
Code of 1873. Sections 1635 and 1636, relating to the
production of books in court, and estoppel are, with only a
tew changes in the wording, the same as sections 1087 and
1089 of the Code of 1873.

:"‘;t,'riiulla 1637, 635, :1[|1| |63Y are l:llil‘ll from t']lil]llt‘!‘ (6
of the laws of the T'wenty-first General Assembly of Towa.*
?’*'HIIH' 1'11;1[1;_{1'% ;11111 n]:lir-miqllla, ]uru':-‘x't*l'. are Ill:lllt*. lll T]lt‘
first section after the clause ];ru\'itlinu‘ that the :tl1|n]i|':11inn
llt. f“l't'i}_{fll {'ul‘inll':n_in:h LO tiu }lIl‘*iIll“-l‘-l %[llltllii "l‘HIH:liIi ol
stipulation that said permit shall be subject to each and every

of the ]ll‘ll\'im‘in“:‘; of this act”’ (t‘lt:llrl!‘l‘). there 1s added :

i III‘iIT* *"I][il]"‘-\ lllIl- T!i*' {‘hHEi‘ Ili' l“l-*ll- c1te |p]"i]‘l,r SecClLion !1]"1'-_1 |1_I F}Ii" '_‘ll‘l*' 1 ]5"'?-

* See above, p. 504, for text of act
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Before such permit 1s issued, the said corporation shall pay to the
secretary of state the same fee l‘iwlui!'l'tl for the i*!‘*j:llli;{:lliun of cor-
porations in this state, and if the capital of such corporation 1s
increased, it shall pay the same fee as i1s in such event required of
corporations organized under the law of this state. Any corporation
11':lli‘-'ili'tiHLf business 1n this state }:l'ini‘ to the fhrst 11;1}' of ‘."";t‘plt‘llﬂ_rl‘l',
1886, shall be exempt from the payment of the fees required under

the provisions of this section.

The original statute makes no mention of fees for foreign
corporations. T'he remainder of the section remains as in
the original act.

Section 1638 1s the same as the second section of the
original act. The third section of the original statute con-
talning a provision that any foreign corporation should
torfeit its permit to do business within the State on the
removal of a suit by the corporation to a federal court, 1S
omitted from the Code of 1897. the same ]1;1\'%11;_.1‘ been
declared unconstitutional on the ground that it made the
stipulation not to remove cases to the federal courts a condi-
tion for obtaining the permit to do business.! The con-
tent of the fourth and fifth sections of the original act 1s
vmlunlirtl 1n section 1639 of the Code of 1897 u'hivh I}I'u-
vides for the penalties for the violation of the act with an
additional clause intended to place all corporations upon
the same footing as follows:— ¢ All foreign corporations,
and the officers and agents thereof doing business in this
State shall be subject to all the liabilities, restrictions and
duties that are or may he iI]llH}Ht-'(l upon Unl'pt'n*;ﬂ-inllﬂ ot

like character organized under the general laws of this

’ Baron v. Burnside, 121 U. S.. 186.
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HTHU‘, :11'111 5]1:11] h:l‘u* 110 H‘(Ilt'l' Or EL_','I't*:LTt*I‘ l:tm't'l':-i.“ Ht’r‘riulm
1640 and 1641 of the Code of 1897 are new and are as

follows:—

Courts of equity shall have full power, on good cause shown, to

dissolve or close up the business of any corporation, and to :l]'i“'int

a receiver therefor, who shall be a resident of the state of lowa. An

action therefor may be instituted by the attorney-general in the

name ot the state, reserving, however, to the stockholders and cred-
i’[nl'ﬁ :1” T'E_Lf]lth; NoOw }J'H“-Ht‘\“-i'll l:}‘ Iitt'llli

Corporations organized in any foreign country, or corporations
organized in this country the stock of which 18 owned in whole or in
part by aliens or non-residents, shall have the same rights, powers
and privileges with recard to the purchase and ownership of real
estate 1n this state as are cranted to nonresident aliens in section
twenty-eight hundred and ninety, chapter one, title fourteen, of this
code.

—

LEGISLATION SINCE 1897

The corporation law as found in the Code of 1897 was
not destined to remain long unchanged. The Twenty-
Ht*\'{‘llﬂl “t*l]t*]';[l 4\%&.3;{*“]]}]“\' :lllll‘luli*t{ Ht*{"{iilll 610 Iil\.' tWO
different acts. The first. Chapter 40, strikes out the word
““thereafter” in the thirteenth line, so as to make it read
“Hll{ltl[tl :111‘\.' 1'11[*‘:111':Hintl illi']'l*:l."ﬂ‘ iI {':l]:if:ll .“-‘hl{_'k. it' H]l:l“
pay a fee to the Ht*f*l‘t‘iill'_\' of State,”’ ete. Section two of
this same aect raises the m‘:t.\;inmm imecorporation fee from
three hundred and fifty to two thousand dollars. T'he
second act of the Twenty-seventh General Assembly, Chap-
ter 41, exempts l'ill'llil]'IlTilllIH nl';_t‘;mixml for the manufacture
of sugar from beets orown in the State of lowa from the
illt_'nl‘lml'élf'i:111 fees I'mini]*m_] ]1‘\,' section 1610,

The Twenty-eighth General Assembly amended section
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1'31-“* nf 1}11* ('utli' “t, l-‘*'.*:' I't*l:tiill;_{‘ 1O tllt‘ tlll’i‘:ttiﬂil ;11’1{_1
11‘111'11:11 ilf l‘marlltitith' 1‘]]:[?11*!'% ]1\ :1{l:li11;{ tllt* fthllt}%%'ill;f
I}rna'iainna:——-

Within five days after the said action of the stockholders for the
renewal of any corporation, a certificate, showing the proceedings
resulting in such renewal, sworn to by the president and secretary
of the corporation, or by such other officers as may be designated ]1}'
the Htm'i-\'ltnliil'r‘x If'i_"t‘I}H'!' Wil!t Iht* :lI'Iit':t'x H'f iH:'ul'Ern!‘:lIiun, ﬁllil”
be filed for record in the office of the recorder of the county In
which the principal place of business of said corporation 1s situated,
and the same shall be recorded. Upon filing with the secretary of
state the said certificate and articles of incorporation, within ten
days after they are filed with the recorder, and upon the payment to
the secretary of state a fee of twenty-five ($25) dollars. and an addi-
Ii!fllill tee of one |( '-‘f‘l ) 11HH.‘H‘ }H‘I‘ i]lﬂll.«illhl for :l“ :1tltllll!'iKL'il r~tllt'1{ i!l
excess of ten thousand {SIHJHHI) 11~rll:1.1‘.‘-~, but 1n no event to exceed
two thousand ($2,000) dollars, the secretary of state shall record
the said certificate and the said articles of incorporation in a book to
be kept by him for that purpose, and shall 1ssue a proper certihicate
for the renewal of the corporation. Within three months after the
filing of the certificate and articles of incorporation with the secre-
tary of state, the corporation so renewed shall publish a notice of
renewal.  Said notice shall be published for four weeks in Succession
In a newspaper as convenient as practicable to the principal place of
business of the corporation, and shall contain the matters and things
required to be published by section sixteen hundred and thirteen
(1613 ) of the Code, relating to original incorporations.

SEC. 2. Fees — since when due. 'The fees herein provided shall
be due from all corporations applying for a renewal since the first

dav of Januarv. 1898,

Section 1627

was also amended so as not to apply to
rallways or quasi-public corporations. The Twenty-ninth

(General Assembly again amended sections 1610 and 1618 of

L _—
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the Code. This time striking out the maximum Incorpora-
tion fees established by the Twenty-seventh and Twenty-
eighth General Assemblies. Section 1613 was also amended
h}' I't'llliil'iil_f_{' Tli:ﬂ 1]lt' I]Hfil't‘ of ilit‘HI']HrI‘:lfiHIl 1St be litll:-
lished ‘‘once each week” for four weeks. ete.

A legalizing act was also passed at this time to make
those corporations legal which had not published the notice
Hf iln'lll'lurl':lTiH[l Aas l'i‘lllii!'t*il 'I"s Illt' ui'i}_{'ill:tl H‘t'lit!ll LOGTS.
This act with a preamble explanatory of its purpose 1s as

1”1 r”u'ﬂ'm:

WHEREAS, A large number of corporations ncorporated under
the laws of the state of Towa have heretofore caused notice of such
iHPHFPHTuihdIIIrIH'[H”Jihhwg unrv|kni1 ﬁtTh LOTr Tour conscecutive
weeks 1n some daily, semil-weekly or tri-weekly newspaper, instead
of causing the same to be published in each issue of such paper for
four consecutive waoe 'L.'ﬁ .'1!11{

WHEREAS, Doubts have arisen as to the legality of the incorpora
Iiﬂll i-I- ”I.t' r--::ill 1‘ut!h+1;15;u[| ~{) rmhthitlir; notice ol i]lt'urt']---l‘.'lli'-F: dsS
above mentioned, therefore.

Be it Enacted /’j_.; the General Ass f,,f,..’_,; of the Stat of lowa, ete.,
Th:tt each 1'-.]']#111'.'“1-111 heretofore |n~'++l'[r-ni‘;lh'-l under the laws of the
state of l' 'Wdad W ]I Ii']l ]lfi Ve Cdll H*"I I -qu'n' Ol 1 l!i'il' l I!-'Il!‘lr'll‘:li 1on to bhe
llllil“"-fll‘ll once |-.|.'|1 ‘L.l.r-.-[-\ 1 O] T'--ill' l'nrflhl'i"l?i\l' “}t'i'I\“' j!l sOne xi;ii}.‘.}
r-»i'-nl_l—um-i\]}' or tri-weekly newspaper, instead of causing the same to
he published in each issue of said newspaper for four consecutiyve
weeks are hr!'t-ln}' lecalized and are declared lecal Incorporations the
same as though the law had been complied with 1n all respects 1in

recard to the laulnlir:ni-rrl of notice.

CONCLUSION

This article represents an attempt to treat, in the order

Hf ]liht“l'it‘:ll {Ii“at‘lllli[_'jt'llf, t]:w {'HI'lHII‘:tIlHH l:l‘s'u' nl' luu':l
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simply as reflected in the various codes and statutes of the
State. The judicial interpretation of that law would, on
the other hand, make an interesting subject in itself. By
way of recapitulation and conclusion the following pomnts
deserve mention:

First, the first legislation on corporations by the State
was the act of 1847. That act has formed the basis of all
subsequent legislation relative to corporations.

Hi*t'HIHL 1111‘ (.”llt‘ Hf | 851 :u]th*ll llillt‘ new ."-lt‘l'TiHIlH TO '[11{’
act of 1847; whereas but one new section was added during
the period from 1851 to 1873.

Third, the section on organization (which 1s seetion 1610
of the Code of 1897) is the one which has been most fre-
quently the subject of amendment.

Fourth, ITowa is the only State in the Union which per-
mits a single individual to incorporate himself. This pro-
vision was first inserted in the Code of 1851, ]ll‘nlbzllll}' toO
encourage the establishment of industries in the new State.
[t reduces the idea of a corporation or an association to an
:IIIHIII‘{“T}Z and the courts of several of the States have
declared that a statute permitting ‘‘any number of per-
sons’ to incorporate does not authorize the incorporation of
a single individual.’

["ifth, the number of legalizing acts passed for the benefit
of corporations which had not complied with provisions ot
the law relative to publicity would seem to suggest that

L Mr. Clark in his work on Corporations says that no provisions are to be con-
strued as authorizing a single individual to form a corporation unless the inten-
tion on the part of the legislature is clear, it being against public policy and

intent of law to permit a single individual to conduct his business in the name of
and as a corporation.—Clark on Corporations, p. 67.
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1_'1II‘]alrI':iTil*ltH ill T}ll* Ntate ot lfr‘s\':i ]I:HE* Nnot T:l]{t‘ll tlln_-:v pPro-
V1S10nS very seriously.’

Sixth, the Foreign Corporation Act was passed two years
before the first popular agitation against Trusts was begun
(1886), and has not been enlarged upon since. The popu-
lar agitation against the large corporations has not ceased
and statutes are multiplying in many States in attempts to
bring those organized in other States (foreign corporations)
llIlt[t'I' i ]H'H[u'l' t'HItTI‘Hl.

[n other respects the law of lowa regulating corporations
has few features that are not found in the laws of the other
States of the ['nion: nor ecan l'tll'llril':ﬂitlIH claim to have
been ]l:li'l':l*.ﬁi‘ll li}' hostile ]r;_:‘im]:tfiuln In this State.

F'rank Epwarp Horack
THE StATE UNIVERSITY OF lowa

Inu'\ CrIry

*dections 1613, 1624, and 1625 of the Code of 1897. See also legalizing acts
Ihl‘-."‘i'"l I’,"'- the 14th (3, A : 1.[..11,:1] alal ]n,l-.'r the 16th . A., !'}lLlIJH'I o2, and |i1'. the

29th G. A., chapter 226




