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two (502.102), subsection two (2), Code 1979, is amended to
read as follows:

2. "Agent'" means any individual other than a broker-dealer
who represents a broker-dealer or issurer in effecting or

Section 1. Section five hundred two point one hundred .

attempting to effect purchases or sales of securities. "Agent"
does not include an individual who represents an issuer in:

a. Effecting transactions in a security exempted by section
502.202, subsections 1, 2, 3, 4, 6, 10, 11, or a security
issued by an industrial loan company licensed under chapter
536A, Code 1977;

b. Effecting transactions exempted by section 502.203;
or

c. Effecting transactions with existing employees, partners
or directors of the issuer if no commission or other
remuneration is paid or given directly or indirectly for
soliciting any person in this state. "Agent" also does not

include other individuals who are not within the intent of
this subsection whom the administrator by rule or order .
designates. A partner, officer, or director ¢f a broker-

dealer or issuer, or a person occupylng a similar status or

performing similar functions, is an agent only if such person
otherwise comes within this definition.

Sec. 2. Section five hundred two point one hundred two
(502.102), subsection four (4), paragraphs a, b and c, and
paragraph d, subparagraph two (2), Code 1979, are amended
to read as follows:

a. An agent=s;

b. An issuers;

c. An institutional investor, including an insurance
company or bank, except where the insurance company or bank
1s engaged in the business of selling interests (other than
through a subsidiary) in a separate account that are
securities~;

(2) During any period of twelve consecutive months does .
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not direct more than fifteen offers to sell or buy into this
state in any manner to persons other than those specified
in subparagraph (1} of this paragraph, whether or not the
offeror or any of the offerees is then present in this state-;

Sec. 3. Section five hundred two point one hundred two
(502.102), subsection ten (10), paragraph f, subparagraph
two {2}, Code 1979, is amended to read as follows:

(2) Any stock split, other than a reverse stock split,
or securlty dividend payable with respect to the securities
of a corporation in the same or any other class of securities
of such corporation, provided nothing of value, including
the surrender of a right or an option to receive a cash or
property dividend, is given by security holders for the
security dividend.

Sec. 4. Section five hundred two point one hundred two
(502.102), Code 1979, is amended by adding the following new
subsection:

NEW SUBSECTION. "Interest at the legal rate" means the
interest rate for judgments specified in section five hundred
thirty-five point three (535.3) of the Code.

Sec. 5. Section five hundred two point two hundred two
{502.202), subsection twelve (12), paragraphs a and b, Code
1979, are amended to read as follows:

a. A co-operative association as defined in the
Agricultural Marketing Act, or a federation of such co-
operative associations that possesses no greater powers or
purposes than co-operative associations so defined, 1if such
stock or similar security:

(1) OQualifies its holder for membership in the co-operative

assoclation or federation, or in the case of patronage refund
certificate, 1is issuable only to members; and

(2) 1Is transferable only to the issuer or to a successor
in interest of the transferor that qualifies for membership
in the co-operative association or federation-;

b. A co-operative housing corporation described in
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paragraph 1 of subsection "b" of section 216, of the Internal
Revenue Code of 1954, if its activities are limited to the
ownership, leasing, management, or construction of residential
properties for its members, and activities incidental thereto=;
or

Sec. 6. Section five hundred two point two hundred two
{502.202), Code 1979, is amended by adding the following new
subsection:

NEW SUBSECTION. Any security issued by a corporation
formed under chapter four hundred ninety-six B (496B) of the
Code.

Sec. 7. Section five hundred two point two hundred three
(502.203), subsection two (2), paragraphs a, b and ¢, Code
1979, are amended to read as follows:

a. A recognized securities manual approved by the

administrator contains the names of the issuer's officers
and directors, a balance sheet of the issuer as of a date
within eighteen months, and a profit and loss statement for

either the fiscal year preceeding that date or the most recent .

year of operations-;

b. The security was issued by an issuer which has a class
of securities currently registered under the Securities
Exchange Act of 1934-;

¢. The security was issued by an issuer which has a class
of securities registered under this chapter, or under chapter
502 of the Code as it existed prior to January 1, 1976-; or

Sec. 8. Section five hundred two point two hundred three
(502.203), subsection nine (9), paragraph a, unnumbered
subparagraph one (1), Code 1979, is amended to read as follows:

9. a. The sale, as part of a single issue, of securities
other than fractional undivided interests in o0il, gas or other
mineral leases, rights or royalties, and interests in a limited
or general partnership organized under the laws of or having
i1ts principal place of business in a foreign jurisdiction,
except as may be permitted by the administration by rule or
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by order, by the issuer thereof within any period of twelve
consecutive months to not more than thirty-five purchasers
in this state, exclusive of purchases by bona fide
institutional investors for their own account for investment,
provided that the issuer reasonably believes that all the
buyers in this state are purchasing for investment, and that
both of the following are complied with:

Sec. 9. Section five hundred two point two hundred three
(502.203), subsection eleven (11), Code 1979, is amended by
adding the following new paragraph:

NEW PARAGRAPH.

d. The sale, for cash, in connection with a stock dividend,
of less than full shares of stock tc avoid the issuance of
fractional shares, by rounding up the stock dividend payable
to any holder to the next higher full share.

Sec. 10. Section five hundred two point two hundred three
(502.203), subsection thirteen (13), paragraphs a, b and c,
Code 1979, are amended to read as follows:

a. A party to such transaction flles proxy or informa-
tional materials pursuant to subsection "a" of section 14,
cor subsection "¢" of section 14 of the Securities Exchange
Act of 1934, or pursuant to section 20 of the Investment
Company Act of 1940, provided that such materials are, at
least ten days prior to the meeting of security holders called
for the purpose of approving such transactions=-:

(1) Filed with the administrator, and

(2) Distributed to each of the security holders of each
party to such transaction-;

b. A party to such transaction is excused from registra-
tion under section 12 of the Securities Exchange Act of 1934
pursuant to subparagraph (G) of paragraph 2 of subsection
"g" of section 12 of that Act, and such party 1s reguired
by the laws of 1ts domiciliary state to file proxy materials
with an agency of said state provided that such proxy materials
are, at least ten days prior to the meeting of security holders
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called for the purpose of approving such transactione:

(1) Filed with the administrator, and

(2) Distributed to each of the security holders of each
party to such transactione;

c. One party to a merger owns not less than ninety percent
of the outstanding shares of each class of stock of each other
party to the merger-; or

Sec. 11. Section five hundred two point two hundred seven
(502.207), subsection two (2), paragraph p, Code 1979, is
amended to read as follows:

p. A balance sheet of the issuer as of a date within four
months prior to the filing of the registration statement;

a profit and loss statement and anatysis-ef-surpius statement
of changes in financial position for each of the three fiscal
years preceding the date of the balance sheet and for any
period between the close of the last fiscal year and the date
of the balance sheet, or for the period of the issuer's and
any predecessor's existence if less than three years, and,

1f any part of the proceeds of the offering is to be applied
to the purchase of any business, the same financial statements
which would be required if that business were the registrant,
or such other financial statements as may be required pur-
suant to section 502.607, subsection 3.

Sec. 12. Section five hundred two point two hundred eight
(502.208), Code 1979, 1s amended by adding the following new
subsection:

NEW SUBSECTION. If a registrant sells securities in excess
of the aggregate amount registered for sale in this state,

the registrant may file an amendment to the registration
statement to include the excess sales. Every person filing
such an amendment shall pay a filing fee of three times the
amount calculated in the manner specified in subsection two
(2) of this section as though the additional securities sold
constituted a separate issue. The administrator may order
the amendment effective retroactively as of the effective

-5-
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date of the registration statement being amended.

Sec. 13. Section five hundred two point two hundred nine
(502.209), subsection one (1), paragraphs a, b, ¢, 4, e, f,
g and h, Code 1979, are amended to read as follows:

a. The registration statement as of its effective date
or as of any earlier date in the case of an order denying
effectiveness, or any amendment filed under either subsection
9 or subsection 11 of section 502.208 as of its effective
date, or any financial statement or report required under

Lo T o R ¢ e L ¥ Y LY A T

section 502.208, subsection 9 is incomplete in any material
respect or contains any statement which was, in the light
of the circumstances under which it was made, false or
misleading with respect to any material fact-;

b. Any provision of this chapter or any rule, order or
condition lawfully imposed under this chapter has been
willfully violated, in connection with the offering, by:

(1) The person filing the registration statement;

{(2) The issuer;

(3) Any partner, officer or director of the issuer, or
any person occupying a simllar status or performing similar
functions;

{4) Any affiliate of the issuer, but only if the person
filing the registration statement is an affiliate of the is-
suer; or

{(5) Any broker-dealerr;

c. The securities registered or sought to be registered
are the subject of an administrative stop crder or similar
order or a permanent or temporary injunction of .any court
of competent jurisdiction entered under any other federal
or state Act applicable to the offering; but the administrator
may not institute a proceeding against an effective registra-
tion statement under this section more than cne year from
the date of the order or injunction relied on, and the
administrator may not enter an order under this section on
the basis of an order or injunction entered under any other
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state Act unless that order or injunction was based on facts
which would currently constitute a ground for a stop order
under this sections;

d. The issuer's enterprise or method of business includes

or would include activities which are illegal where performed-;

e. The issuance or sale of the securities is or would
be unfair or inequitable toc purchasers or has worked or tended
to work a fraud upon purchasers or would so operate=-;

f. The offering has been or would be made with unreason-
able amounts of underwriters' and sellers' discounts, com-
missions, or other compensation, or promoters' profits or
participation, or unreasonable amounts or kinds of optiocns=;

g. Advertising has been used in connection with the of-
fering contrary to the provisions of section 502.602+;

h. The financial condition of the issuer affects or would
affect the soundness of the securities~; or

Sec. 14. Section five hundred two point four hundred three
(502.403), subsection one (1), paragraph b, and subsection
two (2), Code 1979, are amended to read as fecllows:

b. To enter any order or orders for the purchase (or sale)
of the security with the knowledge that an order or orders
of substantially the same size, at substantially the same
time, and at substantially the same price for the sale (or
purchase) of the security have been or will be entered by
or for the same or affiliated persons-;

2. To effect, alone or with one or more other persons,

a series of{transactions in any security creating actual or
apparent active trading in the security or raising or de-
pressing the price of the security for the purpose of induc-
ing the purchase or sale of the security by others-; or

Sec. 15. Section five hundred two point five hundred two
(502.502), Code 1979, is amended to read as follows:

502.502 FRAUDULENT PRACTICES.

1. Any person, other than an underwriter, who offers or

sells a security in connection with an offering of securi-
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ties (1) reqistered under section five hundred two point two
hundred seven {(502.207) of the Code or under the Securities
Act of 1933, or (11i) pursuant to an exemption from registra-
tion under section 3(b) of the Securities Act of 1933, in
violation of section five hundred two point four hundred one
(502.401) of the Code, the purchaser not knowing of the
violation, shall be liable to the purchaser, who may sue

either at law or in equity to recover the consideration paid
for the secuxity, together with interest at the legal rate

from the date of payment, costs and reasonable attorneys'

fees, less the amount of any income or distributions, in cash

or in kind, received on the security, upon the tender of the

security, or for damages if the purchaser no longer owns the

security. Damages shall be the amount that would be recover-

able upon a tender less:

a. The value of the security when the purchaser disposed
of 1t; and
b. Interest on said value at the legal rate from the date

of disposition.

The persons on whose behalf an offering is made shall be

jointly and severally liable under this subsection. Tender

requires only notice of willingness to exchange the security

for the amount specified. Any notice may be given by service

as in civil actions or by certified mail addressed to the

last known address of the person liable.

¥ 2. Any persem underwriter and any person, other than
a _person on whose behalfi an offering described in subsection

one (1) of this section is made, who offers or sells a security

in violation of seetiers section 502.401 er-502-464, the pur-
chaser not knowing of the violation, and who fails to sustain
the burden of proof that he, she or it did not know and in
the exercise of reasonable care could not have known of the
vioclation, shall be liable to the purchaser, who may sue
either at law or in equity to recover the consideration paid
for the security, together with interest at the legal rate

-8~
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from the date of payment, costs and reasonable attorneys'’
fees, less the amount of any income or distributions, in cash
or in kind, received on the security, upon the tender of the
security, or for damages 1f the purchaser no longer owns the
security. Damages shall be the amount that would be
recoverable upon a tender less:

a. The value of the security when the purchaser disposed
of it; and

b. Interest on said value at the legal rate from the date
of disposition.

PARAGRAPH DIVIDED. Any person liable under this subsection
on whose behalf an offering is made and any underwriter of

the offering, whether on a best efforts or a firm commitment
basis, shall be jointly and severally liable under this see-
€ren subsection, but in no event shall any underwriter be

liable in any suit or suits authorized under this seetier
subsection for damages in excess of the total price at which
the securities underwritten by it and distributed to the
public were offered to the public. Tender requires only no-

tice of willingness to exchange the security for the amount
specified. Any notice may be given by service as in civil
actions or by certified mail addressed to the last known
address of the person liable.

2 3. Any person who offers to purchase or purchases a
security in violation of seetiems section 502.401 ex-502-4064,
the seller not knowing of the vieolation, and who fails to
sustain the burden of proof that he, she or it did not know
and in the exercise of reasonable care could not have known
of the violation, shall be liable to the seller, who may sue
either at law or in equity tec recover the security, costs,
and reasonable attorney's fees, plus any income or distribu-
tions, 1in cash or in kind, received by the purchaser thereon,
upon tender of the consideration received, or for damages
if the purchaser no longer owns the security. Damages shall
be the excess of the value of the security when the purchaser

“Oa
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disposed of it, plus interest at the legal rate from the date
of disposition, over the consideration paid for the security.
Tender requires only notice of willingness to pay the amount
specified in exchange for the security. Any notice may be
given by service as in civil actions or by certified mail
to the last known address of the person liable.

3 4. Any person who willfully and knowingly participates
in any act or transaction in violation of sections 502.403,
five hundred two point four hundred four (502.404) of the
Code, 502.405 or 502.407 shall be liable to any other person
who purchases or sells any security (but not a mere holder
thereof) at a price which was affected by the act or
transaction for the damages sustained as a result of such

act or transaction. Damages shall not exceed the difference
between the price at which the other person purchased or sold
securities and the market value which the securities would
have had at the time of such purchase or sale in the absence
of the act or transaction, plus interest at the legal rate,
costs and reasonable attorneys' fees.

4 5. Any person, referred to in this subsection as the
"defendant", who violates section 502.402 shall be deemed
to be unjustly enriched and liable to any person, referred
to in this subsection as the "plaintiff", who purchased or
may have purchased a security from, or sold or may have socld
a security to, the defendant in connection with such violation,
for damages equal to the difference between the price at which
such security was purchased or sold and the market value which
such security would have had at the time of the purchase or
sale 1f the information known to the defendant had been
publicly disseminated prior to that time and a reasonable
time had elapsed for the market to absorb the information,
plus interest at the legal rate, costs and reasonable at-
torneys' fees, unless the defendant proves that the plaintiff

knew the information or that the plaintiff would have purchased

or sold at the same price even if the information had been

-10-
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revealed to the plaintiff.

5 6. Any person who is aggrieved by a violation of sec-
tion 502.407 may bring an action in the district court to
enjoin the acts complained of and, upon proper showing, to
require that correcting material be disseminated, and such
person may be awarded costs and reasonable attorney's fees,

Sec. 16. Section five hundred two point five hundred three
(502.503), subsection one (1), Code 1979, is amended to read
as follows:

1. Affiliates of a person liable under either section
502.501 or 502.502, partners, principal executive officers
or directors of such person, persons occupying a similar
status or performing similar functions for such person, em=-
pievees-ef-gueh-persen persons (whether emplovees ¢f such

person or otherwise) who materially aid and abet in the act

or transaction constituting the violation, and broker-dealers
or agents who materially aid and abet i1n the act or transac-
tion constituting the violation, are also liable jointly and
severally with and to the same extent as such person, unless
any-persen-tiable-hereunder-proves-that-he - -~she-or-rt-did
ret-knowr-~and-:R-the-eHereroe-ef-reasenable-eare~coultd-nret
have-knewn:-ef-the-existenece-of-the-faets-by-reasen-ef-whieh
the-lrabiiity-in-atleged-to-exist-:

a. With respect to section five hundred two point five
hundred one (502.501) of the Code and section five hundred
two point five hundred two (502.502), subsections one (1)
and five (5) of the Code, any person liable hereunder proves

that he, she or it did not know, and in the exercise of

reasonable care could not have known, of the existence of

the facts by reason of which the liability is alleged to

exist; and

b. With respect tc section five hundred two point five
hundred two (502.502), subsections two (2) and three (3) of
the Code, any person liable hereunder proves that he, she

or it did not know, and was not grossly negligent in failing

-11-
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to know, of the existence of the facts by reason of which
the liability is alleged to exist.

Sec. 17. Section five hundred two point six hundred four
(502.604), subsection one (1), Code 1979, is amended to read
as follows:

1. 1Issue an order directed at any such person requiring
such person to cease and desist from engaging in such act
or practice-; or

Sec. 18. Section four hundred ninety-six B point eighteen
(496B.18), Code 1979, 1s repealed. Chapter five hundred one
{501), Code 1979, 1s repealed.

EXPLANATION

This bi1ll amends portions of Iowa law which regulate
transactions involving stocks, bonds and other securities.
Sections 1 through 17 contain various amendments to chapter
502 of the Code. Section 18 repeals certain other parts of
the Code relating to securities.

The effects of the various provisions of the bill are as
follows:

Section 1 authorizes the superintendent of securities by
rule or order to exempt from the definition of "agent", and
thus the agent licensing requirements, persons who other-
wise might literally be included, where the superintendent
determines that the purposes of the law can be accomplished
without requiring the licensing of particular persons as

agents.
Section 2 and sections S5, 7, 10, 13, 14 and 17, each make
changes 1n punctuation used in various sections of chapter

502 to clarify intent. In the various sections involved,
punctuation is added or changed so that interpretation of

Iowa law remains consistent with interpretations of the uniform

securities law from which Iowa law is derived.

Section 3 adds commas so that the phrase "other than a
reverse stock split" is not interpreted within the context
of the paragraph to create a broader exception than 1is

=-12z2-
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intended.

Section 4 adds a new definition to the chapter so that
the term "interest at the legal rate", as used in the chapter,
means the rate of interest on judgments set forth in Code
section 535.3.

Section 6 provides an exemption from registration under
the Act for securities issued by economic development corpora-
tions organized under chapter 496B of the Code. Section 18
repeals Code section 496B.18, which makes the Act inapplicable
to corporations subject to chapter 496B of the Code. The
effect of these amendments is to continue the exemption from

Vol oI B Y 2
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registration of securities of such corporations, but to subject
the securities to the anti-fraud provisions of the Act.

Section 8 relates to the exemption from registration of
securities sold to a limited number of persons for investment
purposes. Under present law, certain issuers are unable to
utilize the limited offering exemption from registration
provided by subsection 12 of section 502.203. The amendment
grants the superintendent of securities authority to permit
exceptions to that prohibition by rule or order.

Section 9 adds new language to provide that the issuance

SR C R S i
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of fractional shares in certain limited cases would be exempt
from registration under the chapter.

Section 11 modifies the requirements for documents which
must be filed with a registration statement filed under section
502.207. This amendment reflects a change which has been

[T % T SO T o5 N 8
~N oy o W

made in financial statements required under generally accepted
accounting principles.

[N I 8
O

Section 12 relates to sales of securities which have been
registered. The superintendent of securities indicates that
occasionally securities are inadvertently offered in this
state 1n excess of the quantity registered. This amendment

w w W W
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codifies administrative practice by allowing the registration
statement to be amended retroactively.
35 Sections 15 and 16 amend Code section 502.502. The

w
e
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superintendent of securities indicates that the intent 1s

to more closely harmonize the civil liability provisions of
the Act with essentially equivalent civil liability provisions
of the federal securities laws, as interpreted by recent
decisions of the United States Supreme Court.

Section 18 repeals Code section 496B.18, as described above
with respect to section 6 of the bill. Section 18 also repeals
chapter 501 of the Code. According to the superintendent
of securities, chapter 501, relating to the sale of stock
on the installment plan, was enacted in 1904, long before
the advent of any federal or state securities regulations.

It was apparently intended to regulate the issuers of face
amount certificates, but the chapter has been used
infrequently. With comprehensive state and federal schemes
for the regulation of securities, chapter 501 is believed
by the superintendent to be obsolete.

The bill would take effect July first following its
enactment.

LSB 1770S 68
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SENATE FILE 463

AN ACT
RELATING TO THE RECULATION OF SECURITIES TRANSACTIONS.

BE 1T ENACTED BY THF GRNERAL ASSENBRLY OF THE STATE QF [OWA:

Section L. Section Eive hundred two point. one hundred
two (502,102), subsection two (2), Code 1979, 1s amended to
read as follows:

2. VAgent" means any individual other than a broker-dealer

“ho represents a broker-dealer or issurer 1nh effecting ot

attempting to eriect purchases or sales of securities.  “Ageot®

docs not include an individual «ho represents an Lssuer in:

a. FEffecting transactions in a sccurity exempted by section

02,202, subsections ), 2. 3, 4. &, 10, 11, vr a security
issued by an industrial loan company licensed under chapter
536A, Code 1977

b. Effecting transactions exempted by section 502,293

. Etfecting transactlions with existing employees, pertners

or <dlroctors of the issuer if no commission or other
remunesation is pald or given directly or indirectly for
soliciting any perseon 1n this state.

are not within the intent cf

this subsection whom the administrator by rule or order

designates. A partner, ofticer. or director of a broker-
dgealer or Lesuer, Or 4 person occupying a similar status or
pettorming samilar tunctions, 1s an agent only if such person
otherwise comes within this definition.

Sec. 2. Section five hundred two peint one hundred two
(%02.102), subsection four (4), paragraphs a, b and ¢, and
paragraph d, subparegraph two {(2), Code 1979, are amangoed
to read av follows:

a. An agents:

Senate File 463, P. 2

b. An issuers;

<. A anstitutional investor, 1ncluding an Lnsurance
company or bank, except where the insurance company ©r bank
is engaged 1n the butiness of selling lnterests (other tLhan
through a subsidiary) in a separate account. that are
securitiess:

(7] During any period of twelve consacutive months does
not direct more than fifteen offers to sell or buy inte this
state 1n any manrelr to persons other than those specafied
in subparagraph (1) of this paragraph, whether ot not the
otfercr or any of the ofterces 1s then present in this stater;

Sev. 3. Section five hundred two point one hundied two
(502.102), subsection ten (10}, paragraph f, subparagraph
two (2). Code 1979, 19 amended to read as tollows:

(2) Any stock split, other than o reverse stock split,

or security dividend payable with respect to the securltles
of a corporation in the same or any other <lass of securities
of such corporation. provided nothing of value, 1ncluding

the surrender of a right. or an optaon to receilve a <¢ash or
property dividend, 15 given by security holders for the
security dividend.

Sec. 4. Section five hundred two point one hundred two
{502.102), Ccde 1979, 1s amended by adding the following new
subsection:

NEW SUBSFCTION. T'Interest at the legal rate” means the
Interest rate for gudgments speclfied 1n soction fave hundroed
thirty-five point three (53%.3) of the Code.

Sea. S, fecthion faive bundred two peoint two hundced wwo
(H02.202), vubsechion twelve (12]), paragraphs a and b, Code
1279, are arended to read as tollows:

d. A Co-operative assoctation as defiined in the
Agricultural Marketing act. or a faderation of sunn co-
operat.ve ansocial1ong that possesses 00 greater powers or
pLrposes than co-operative assoclations so defined. 1f zuch

HRoCk o slmllar securaty:
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{1) Quaiifies tts holder for membership in the co-operative
assoaiation or federation, or in the case of patronage refund
cartificate, is 1ssuable only to membors: and

{2) Is transterable only to the 155U O 20 &4 SUCCESTOr
10 interest of the transferor that qualifiies for membership
in the co-operative association or federations;

b. A co-operative houzing corporation described in
paragraph L of subsection "bY of section 216, of the Internal
Revenue Code of L9%4, 1f 1ts activaities are limited to the
ownership, ledsing, management., or construction of resaident:al
properties for its members, and activities ancidental theretos;
or

See. 6. Section fiwve hundred two point two hundred two
(HU2.202), JTode 1979, is anmended by adding the following new
subsect i on:

NEW SUBSECTION.  Any security issucd by a corporation
formed under chapter tour bundred ninety-six B (4962) of “he
Code

Sec. Y. Section five hundred two point two hundred three
(H02.203), subgectiaon two (2), waragraphs a, b and ¢, Code
1979, are amended to read ag follows:

a. A recognized secur:ties cenual approved by the
adm: misitrator conta:ng the nanes of the wsauer's officers
and dazecters, a solance sheet of the isswer as of a date

withan etghteen months, and 4 prorit and loss slatenent tor

cather the fiscal year zrecadirg that Jate or che aost rocent
year of operationse;

B, The securlty was 1ssued by ap i3snet @hion aas a olass
of sacutitles currently regqistered under the secarities
Exchangs Act of 1$34s;

¢. The gecurity wos tuswed by oan 1ssuer whica nas a clasy
Ol secuilties reguatered under this chapter. or ande: ~haptar
02 of vhe Code a1t eristed prio: %o Janwary 1. 1976-: or

Bec. $. Hection rive juikired two poins two bundred thoes
LS4 203, nubsiection mine (9), paragraph o, unnumgered

subpacagraph nac (D), Dode 167%, 14 amended to read as foilowy

Senate Fi1le 463, P o3

9. a. 7the sale, as part ot a single 15sue, of securaties
other than fractional undivided :aterests i oil. gas or other
mineral leases, rights or royalties, and interests in o limited
or geaeral partnership organized under the laws of or having
1ts prancipal place of business in a foreigo jurisdiction,
by _order., by the 1sguer thereol within any period ¢f twelve
consecutive months to net more than thirty-five purchasers
1o this state. exclusive of purchases by bona fide
Inatitutional investors for their own acoount for investment,
provided that the 153uel redsonably believes that all the
puyers in this state are purchasing for invediment, and that
coth ot the tollowing are complied with:

Sec. 9. Section tive huadred two polnt twe hundred three
[H02.203), subsection eleven (11), Code 1973, 15 amended by
adding the fallowing new paragragh:

NEW PARAGRAFH.

<. The sale, for cagh, 1n connection Wwitn a stoc4 divaidend,

ot less than tull shares of stock to avoeld the issuance ot
fraztional shares, by rounding up the steck dividend payable
to any hoider to the naxt higher tull share.

Sec. 10, Section five hundred two point twe hundeed three
(502.203), sabsection thirteen (13), paragrapas a, b oand <,
Code 1979, are amended to read as foilows:

a. A party to such tranzaction fales proxy or anfoima-
Llonal aaterials pursuoart. Lo subseoticn Ma" ot section 14,
or subseatiron Yot of seasTion L4 of the Securities Excaange

At 0 19%, or pursuant to section Z0 of the Investhent

-
At

Sompany ACt ot 1940, provided that [suen materLact

Teast Ter pricr Lo ras meetiny of sesarity bholders Cealled

for the purpese of approving such transactionhy-:

(1) Filed w1ty the scministrator. and

(2) Distributed to cach of the vecuriby holders of oach
party te such transactions

L. Aoporty L0 SO0 LrAsAchIon 1% exdu sed frem regan

tLen aoder gonction 12 9t toae securities ExXoaange Aot of 131014
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pursuent. to sukparagraph (G) ot paragraph Z of subsection

"g' oof sectiun 12 of that Act, ard such party s reguired

by the laws of its domiciliary state to tile proxy naterials
witil an agency of said state provided that such sroxy tateria’s
ire, at least ten days prior to the meeting of security holders
Galled for the purpese of approving such tronsactions:

(1} Filed with the adaminigstrator, and

(2) Distributed vo each of the security holders of cach
party to such transactions;

C. One party to 4 merger owns not less than ninety percent
of the outstanding shares of ecach class of steck of each octher
party to the mergers; or

$ec. 11. Section five hundred two point two hundred seven
(502.207), subsection two (2), pavagraph p, Code 1979, 1s
arended to read as follows:

p. M balance sheet of the issuer as of a date within four
montns prior to the ti1ling of the registration statement;

a profit and loss statement and analysrs-ef-aurplus statement
of changes in financial pogition for each of the threc fiscal

years preceding the date of the balance sheet and for any
period between the close of the last fiscal year and the date
of the balance sheet, or for the period of the issuer's and
any predecessor's existence if less than three years, and,

1f any part of the proceeds of the offering is to be applied
Lo the purchase of any business, the same financial statements
which would be required if that business wete the registrant,
or such other financial statements &s may be required pur-
suant to section 502.607, subsection 3.

Sec. 12. Section five hundred two point two hundred eight
(502.208), Code L979, 1s amended by adding the followihg new
subsection:

NEW SUBSEATION. It a registrant sells securities in excess
of the aggregate amount registered for sale in this state,
the regilstrant may file an amendment to the registration
statement to include the excess sales, FEvery person filing
such an amendrent shall pay a filing fee of three times the
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amount. caicutated in the manner specitied n subgsection two
(2) of this section as though the additional sesurities sold
corstituted o separate Lssue.  The admimistrator may ordex
the amendment ettective rustroactively as of the etiectave
date of the reg:stiatlion statement ceing amended.

sec. 13, Section five hundred two point two hundred nane
{502.209), sussectaon one (1), patagraphs o, b, ¢, 4, e, t,
g and h, Cade 1979, sre amended to read as foliows:

4. The registration statement as ot 1ts eoffoctive date
ar as of any earlier date in the case of an ovder denying
effectivenass, or any amendment filed under either subsection
4 or subsection 11 of section 502.208 as of its effective
date, or any financial statement or report required under
section 502.208, subsection 9 is incomplete in any material
Ltesuect or contains any statement which was, in the light
of the circumstances under which 1t was made, talse or
misleading with respect to any material fact-;

b. Aany provision of this chapter or any rule, order or
condition lawtully imposed under thags chopter has been
willfully wiolated, in connection «with the offering, by:

(1) The person ftiling the registration statement;

{2) The Lzsuer;

(3) Any partner, officer or director of the issuer, or
any person occupying a similar status or performing similar
functions;

(4) Any affiliate of the 1ssuer, but only 1f the person
filing the registration statement is an atfiliate of the 1s-
SUer; or

{5) Any broker-dealer-;

c. The securities registered or sought to be registered
aire the subject of an administrative stop order or similar
order or a permanent or temporary injunction of any court
of competent jurisdiction entered under any other federal

n
or state Act applicable to the offering: but the administrator §

may not institute a proceeding against an effective regqistra-

tion statement under thlg section rmore than one year from
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the date or the 2rder or wojunction relied <o, aad tae
cdmznnstratos nay notl anter 2r osder apder vl seclica on
the Lasis of un order or ibjunction antered under any ot her
state Ant uynless tuat crder or 1njunctaicrn was based on facts
whaich would currently constitute o ground “or a stop crde:
under This secriche;

d.  The 1sasuer's enterprise ot m=athod of bus:ness 1nclades

or would ancleds activities whieh are vliegal where pertormneds:

o.  The rssuanze or sale of tae securities 16 or woula
e unfal: or 1negquitable to pat<hasers or bas worked or tended
te work o fravd upon purchasers or wouLd 50 vpueritis;

£.  The otferirg has been or would e made with unssasor-
able amounts of underwriters' and sellers' discounts, oop-
miss1ons, or other vompensation, or promcters' profity or
partaicipation, or unreasonable amounts or kinds ot options-;

.  Advertising has been usced 1n connection with taes of-
fering contrary to Lhe provislons of section L2602,

h. The financial condition of the 1asuer aftects or wonld
affect the soundness of the securiticns: or

5o, L4, Section five hundred two point tour hundred three
(502.403), subsection one (1), caragraph b, and subsection
two (2), Code 1479, are amended to read as follows:

b. To enter any order or orders tor the purchase {(or sale)
of the security with the knowledge that an ordeir or orders
of substantially the same size, at substantially the same
time., and at substantially the same price for the sale {or
purchasel of the security have been or will be entered by
or tor the same or affiliated personss;

2. To effect, alone or with one or more other persons.
a gerins of Lransactions Ln any sccurity <reating actual or
apparent. active trading in the security or raiging or de-
oressing the price of the security for the purpose of induc-
ing the purchase or sale of the security by otherss; or

Sec. 15, Section five hundied two point five hundred two
{H%02.562), Code 1979, 1s amended to read as follows:

Sanate ile gns PLoon

L2502 FRANDJLENT PRACTIUES.

LAy person. other taan an anderwriter. Wb of fors or

selld a secusity 1o conaectror, with an citerning oo suCur_-

(1) reguastared under o

tron tave hurpdred tws paiat two

aondzed seven (502.207) of the Code_or under tne Hecurities

Acn el 1933, or (i} pursudnt 1o dn exenptisn trom cugletta-

¥

wain nder section 3(b} oo

¢ tecurities Act of 1933, iy

viclation ¢f section five aundred wwe point tour bundred onhe
Lhg
wiolation, sholl be liable to the pureaase:

01) of the Code, the purchaser nrot <aswing of  the

LHAD_miay s e

gitoer At ilaw 0 anoeguitly Lo precovex the conuideration paid

for the security, together woth nterest av the legal rate

from the date of payment. costs and reasonable sttorneys'

fees, less the amount_of any ircome or distributions, 1o cash

or in kind, received on the securyty, upon the teander of the

sesarity, or tor damages 1f thae purchaser no_longer owns: the

devarity.  Damagos s

able upor a tewkier les:

a.  The waiue of the sccurity when the parchaser disposed
of 1t; and

b, Interest on zaid value at the legal rate from the date
of drsposition.

The persoas or whose beha

1 offering Lu marde shall be

Jointly and sewveral.y liawle under this subseataon. Tender

requires only notice of willingness Lo exchange the security

for the amount specaitied. may he given by servidae

ny ne

as an civil actionsg or by certafied mail addressed to the

+ 2. Any pergen underwvriter and any person, oLliney than

4 person on whose _bohalf an offering described 1o subsection

ene (1) of this section is made. who offers or sells a security

tn violation of aesbrens section H02 400 we-bUd-464. the pu:-

chaner not knowing of the violation, and who fa.ls to sustain

the burden of proof that he, she or 1t &id not know and aa
the ecrxercise of rcasonable Cate could not have known ot the

“10lation, shall be liable to the purchaser, wWho may Hue

goy 4'S
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cither at lew or an eguity w0 racover the considerat.on pald
for the security, tegetner with interest at the legal rate
from the date of payment. zosts and reasonaple attorneys’
fees, less the amount of any wncome or distzibutlens, -n Cash
or 1n kKind, veccived on the security, upon the tender ot the
secarity, or for danages 1t the purchaser no lenger owns the
security.  Damages shall be the amount that would be
recoverable upon a tender legs:

4. The valus of the secuzity when the rurcheser disposed
of it; and

b. Interest on sald value at the legal rate trom ~he date
b disposition.

PARAGRAPH DIVIDED.

on whose behalf an oftering is made and any underwriter of
the offering, whother on a best efforts or a tirm commitment
basis, shall be jointly and severally liable under this pea-
Eren subsection, but in no event shall any underwriter be
Liable in any suit or suits authorived under this seetien
subsection for damages in excess of the total price at which
the securities underwritten by it and distributed to the
public were otfered to the public. Tender requires only no-
tice of willingness to exchange the scourity for the amount
specitied. Any notice may be given by service as in civil
actions or by certified mail addressed to the last known
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ba the excess ot toe value orf the security wher the purcnaret
disposed ot 1t, plus interest at the legal rate fron the date
of dispositaon, over the consideration pals for the security.
Tendeyr requares only notice of willingaess Lo pay the arount
specLited in exchange for the security.  Any netice may be
given py Service as in civil actrong or by certified mail
e thw last known adiress of the person liable.

3 4. Any person whe willfully and krowingly partacipates
tNoAany aCl or Lransaaction 1n viokation of sections $02.403
Ly Lhundred two point four aundred four (502.404) of the
Code, 502.40% or 502.407 shall be llable to any other person
wno putchases or sells any security (but not 4 mere holder
thercof) At 4 price which was affected by the act or
Lransaction for the damages sustalned as a resuit of such
act or transqaction.  Damages shall not exceed the differernce
between the price at vhich the other person purchased or sold
securitios and the market value which the securitios would
iave had at the tire of such purchase or sale in the absence
of the act or transaction, plus interest at the legal rate,
Gosts and reagonable attorneys' feeg.

4 5. Any person, referred to in this subsection as the
"detendant’, who violates section %02.402 shall be deemed
to be unjustly eariched and liable to any person, referred
to 1n this subsection as the "plaintift", who purchased or

address of the person liable. may have purchased a security from, or zold or may have sold

2 3. Any person vho offers to purchase or purchases a a security to, the defendant 1n connection with such vieolation,
security in violation of seek:ens scclion 502.401 er-502:304,
the seller not knowing of the violation, and who fails to

sustain the burden of proof that he, she or it did not know

for damages equal to the difference between the price at which
such gecurity was purchased or sold and the market value which
such security would have had at the tire of the purchase or
and in the exercise of reasonable care could not have Known sale 1f the information xnown to the defendant had been

of the violation. shall be liable %o the seller, who may suc publicly disseminated prior to that tine and a reaconable
cither at law ov 1n equity to recover the security, costs, time had elapsed for the market to absorb the 1nfornation, /)]

and reasonable attorney's fees, plus any income or distribu- plus interest at the legal rate, costs and reasonable at- m

tions, 1n cash or in kind. received by the purchaser thereon, torneys' fees, unless the defendant proves that the plaintiff

upon tender of the consideration received, or for damages inew the information or that the plaintiff would have purchased

Lf the purchaser no longer owns the security. Damages shall or sold at the same price even Lf the 1nfornation bad been

revealed to the piaintifi.
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4 %. ARy person o 1s aygrieved by a violat or of sec-
tion HC2. 407 tay biing an action ar thy Zusurint Coart to
anjoin the acty complained of and., upon proapel showing, %o
require that correcting material be dieserunated. and suca

persan may be awsided costs and reasonable attaraey's fees.

Gec. 16, Section tive Munared twe noint tive bhundred thieco

(562 5C1), suksection onre (1), Code 1979, i oamended to read
as follows:

1 Atfiliates of a person liable under e¢lther section
S02.501 or $32.502, partners, principal executive of ficers
or direciors of such person, persons OCCdpyiag a similar
atatus or performing similar funcrionz for such person, em-
proyees-naf-sueh-pernsn persons {whether employees of such
person of_otherwige]} who materially ard and dbet in the act
or transaction constituting the violatien, and proker-dealers
ar agents who materially aid and_abet in the act or transac-
tion constituting the violation, are also liable jointly and
severally with and to the sare exteat as such person, unless
any-persen-%&ubie—hepeundef-peaveﬁ-!hat-he7-9he—es-§u-did
Rot-HMew--and-in-the-enererse-sf-feanonabie-care-—uonld-nok
Kave-HRownr~oE-the-enisbande~of-the-tueta-by-reasan-ot-wheeh
Ehe-diabsiiny-su-alieged-to-onenkr;

a.  with respect to section_five hundred two_point five
hundred onpe {%02.501) of the Code and section five hundred

two point five hundred twe (H02.%02), subgections one (1)

and five (%) of the Code, any persob liable nercunder proves

that he, she or it did_not xnow, and in_the exercise of

reasonable core could not have known, of the existence of

the facts by reasen of which the iiability 1s alleged to

ex1st; and
hundred two (502.502). subsections two (2) and three (3} ot

the Code, any pergon liable hereunder proves that he, she

or it did not know, ang vas not_grossty negligent in failing

the liability is alleged to exist.

Senate Frle ani, &0 12

sec. 17, sect.oen fove hundéred two point sax bandeed four
[592.604&), suzusection oae (1), Cude 1879, v arended to read
i toLlows:

H Iasue an crder drrested at any such purscn zegnring
suchk person to cease i desist from erngasing 1n such act
O pUAClICer OF

sec. 10, Section feur hundred ninety-31x B point eighteen
(496K.18), Code 1979, 15 repealed.  Chapter five hunedeed ore

401y, Code 1979, 15 repealed.

TERKY F. BRANSTAD
President. of the senate

FLOYD H. BILLEN

Speaxer of the Houge

I hereby certity that this ball originated in the Senate and

ig known as Scratée File 463, Sixty-eighth Ceneral Assembly.

FRANZ J. STURK

Secretary ot tae Senate

rpproved . , 1979

ROBERT D, BAY

Governor
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vithar at law or in equity to recover the consizeration paid
tor ibe tecurity. together with 1nterest at the legal rate
from the date of payment, coszts and reasonable attorrevs'
feens, less the amount of any incone or distridutions, in cash
ar Ln kird, received on the security. upon the tender of the
security, or for datages tf the purcaaser ne longer ewns the
SeCuriIly. Larages shall be the amount that would be
recoveranle ugon a tender less:

4. The value of the security when the purchaser disposed
of Lt; and

b. Interest on said value at. the legal rate from the date
of disposition.

PARAGRAPH DIVIDED. Any person liable under thisg subsection
on whose behalf an offeriag iz made and any underwriter of
the offering, whether on a best efforts or a firm commitment
bazis, shall be jointly and severally liable under this see-
Eron subsection, but in no event shall any underwriter be
liable in any suit or suits authorized under this sesessn
subsection for damages 1n excess of the total price at which
the securitios underwritten by it and distributed to the

public were offered to the public. Tender reguires only no-

tice of willingness to exchange the security for the amount
specified. Any notice may be given by service as 1n civil
actions or by certified mail addressed to the last known
address of the pergson liable.

2 3. Any person who offers to purchase or purchases a
security tn violation of seekiens section 502.401 ar-Sw2+404,
the seller not knowing of the violation, and who fa:ls to
sustain the burden of proof that he, she or 1t did not. know
and in the exercise of reasonable care could not have known
of the vielation, shall be liable to the seller. who may sue
either at law or 1n equity to recover the security, <osts,
and rcasonable attorney's fees, plus any income or distribu-
tions, 1n cash or in kind, received by the purchaser thereon,
upon tender of the consideration received, or for damages

1f the purchaser no lenger owns the security. Damages shall

terate Fole 463, ¥,

bee the excess ot the valie of tae seaurity whep the putchaset
dauspesed ot 1%, plus anterest at the logal rates froo the date
af Hisposition, vver the consideration paid tor whe security.
Tender requiras oniy notice of w_llingnats to pay the amount
speatfied an exchange for the securtty.  Any notice may be
gLven by sesviae a8 1n civil actions or oy certified maxl
te the last ¥nown address of the person liabie.

3 4. Any prrson who wilifully and knowvingly participates
oany avt or trantsdaction 1n violation of sections %02.:03,

rive hundred two point four aundred four (502.404) of the

Code, 502.40% or H02.497 shall be liable te any otner person
who purchases or sells any sccurity (but not a mere holder
therent) at a price which was affectrd by the act or
trarsaction for the damages sustalbed an & result of such
act or transaction. Damages thell not exceed the difference
betweoun the price at which the other person purchased or sold
securities and the market value which the securities would
have had at the tire of such purchase or sale in the absence
©f the act or transaction, plus iaterest at the legal rate,
costs and reasonable attorneys' tees,

4 5. Any person, referred to 1n thig subsection as the
“defendant™, who wvioldtes section %0E.402 shall be deemed
to be unjustly enriched and liable to any person, referved
to an this subsection as the “plaintiff", who purchased or
may have pucchased a security from, or sold or may have sold

a security to, the defendant i1n connection with such violation,

for damages equal to the difference hetween the price at which
such security was purchased or soid and the market value which
such gecurity would Rave had at the time of the purchase or
sale 1f the information known to the defendant had been
publicly digsseminated prior to that tine and a reasonable

tire had elapsed for the market to absorb the information,
plus interest at the legal rate, costs and reasonable at-

Lurneys' fees, unless the defendant proves that the plaintaff

knew the information or that the plaintitt would have purchasecd

or sold at the gsame price even 1f the information had been

revealed to the plawntiff

w
i
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b b, Any parson Wao i aggrieved by a viclation of seo-
Lion 5S¢ 307 may bring an cction wrn tae dastriet court Lo
enjo:n the acts cemplained of and, apen proper showitid, o
require that correcting matarial e disseainated, and such
serson may be awarded costs and reasonable attorney's fees,

Swe L6, Sestion five hundred two pornt frve hundred three
(6502.503), subsection one (1), Code 1979, 1¢ arended to read
as tollows:

1, Affiliates of a person liable under elther section
$02.501 or S02.%02, partaers. praincipal executave otficers
or directors of such person, pe-sons 2CCupying a similarv
status oz performing similar functions Lor such person, em-

proyees—vf-yueh-perasn persons (whetaer enployaees of such

parson_or othegvwise) who materially ald and abet in the act
or transaction constituting the vicolaticn, and broker-dealers
or agents who materially aid and _abet in the act or kransac-
tion constituting the violation, are also Liable jointly and
severally with und to the same extent as such person, unless
ARY-persen-1rabie-hercuader-provea-that-her-ahe-or-x¥-d+d
Mob-HRewr-and-2n-ERa-axereios-—vf-reasonabie-care-conid-net
mave-hnownr -of-the —exintonsu-of-the-Facta-By-reagon-ué-whieh
the-3rabriaty-2y-atloqed-to-ameob-

a._ With respect to section five hundred two point tive
hurdred one {502.%01} ot _the Code and segtion five bundred
two point five hundred two {502.502), subgsections gsnhe (1)
ard flve (5) of the Code, any person liable heveunder proves

that he, she or it _did not know, and in the exercise ot

reasonable care could net have known, of the existence of

the facts by reason of which the liabality is alleged to

b. With respect to section tive bhundred two pornt five
nundred two (502.502), subsections two (2)_and three (3) of
the Code, any person liable hereunder p

or 1t did not know. and was not grossly negligent in failing

to know, of the existence of the facts by reason of which

the liablility is alleged to exist.

Senate Sule BED,

See. L. secticn five hupndred twe soant six bandied foar
(U2 806), supsection one (1), Code 1979, 1n amended to tead
as rollows:

L Issue an order dlrected an any such puison reguireng
suck person Lo cease and desist from engaging in such act
or practices; or

Sec, 18. sectlon four aundred ninety=-six B puint cighteen
(396K.181, code 1979, is repealed. Chapter five hundred oue

(%91), Ccode 1979, 1o repealed.

TEREY E. BRANSTAD
President of the Sepate

FLOUYD M. MILLEN
Speaker ot the House

I hersby certify that this nill originated i the Senate and

is known as Senate ¥ile 463, Sixty-eighth General Assemoly.
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