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Section 1. Section 79.17, Code 1991, is amended to read as
follows:

79.17 ADDITIONAL PAYROLL DEDUCTIONS.

1, For the purposes of purchasing lnsurance and at the
regquest of two hundred fi1fty or more state officers or
employees, the state officer in charge of the payroll system
shall deduct from the wages or salaries of the state officers
or employees an amount specified by each of the officers or
amployees for payment to any insuranee company authorized to
do business in this state if the following conditions are met:

a. The request for the payroll deduction is made in
writing to the officer in charge of the payroli system.

b. The pay period during which the deduction is made, the
frequency, and the amount of the deduction are compatible with
the payroll system.

c. The insurance coverage is not provided by tne state.

2. The moneys deducted under this section shall be paid
promptly to the inauranee company designated by the state
officers or employees. The deduction may be made even though
the compensation paid to an officer or employee is reduced %o
an amount below the minimum prescribed by law. Payment to an
officer or employee of compensation less the deduction shall
constitute a full discharge of claims and demands for services
rendered by the officer or employee during the period covered
by the payment. The request for the deduction may be
withdrawn at any time by filing a written notification of
withdrawal with the state officer in charge of the payroll
system.

Sec. 2. Section 262.21, Code 1991, is amended to read as
follows:

262,21 ANNUITY CONTRACTS.

At the request c¢f an employee through contractual agreement
the board may arrange for the purchase of grcup or individual
annuity contracts for any of its employees from any company

the employee chooses that is authorized o do business :in this
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state, or the board may arrange for the purchase of an

individual mutual fund contract from any company the employe -

chooses from a broker-dealer, salesperson, or mutual fund

registered in this state, for retirement or other purposes,

and may make payroll deductions in accordance with the
arrangements for the purpose of paying the entire premium du -
and to become due under the contract. The deductions shall be
made in the manner which will qualify the annuity premiums for
the benefits under section 403b of the Internal Revenue Code,
as defined in section 422.3., The employee's rights under the
annuity contract are nonforfeitable except for the failure to
pay premiums.

Whenever an existing tax-sheltered annuity contract is o
be replaced by a new contract the agent or representative of
the company shall submit a letter of intent to the company
being replaced, to the tmaeurance commissioner of &he-state-of

tewa insurance, and to the agent's or representative's own

company at least thirty days prior to any action. Each
requirad letter of intent shall be sent by registered mail.

This letter of intent shall contain the policy number and
description of the contract being replaced and a description
of the replacement contract.

Sec. 3. Section 502.102, subsection 4, paragraph c, Code
1991, is amended by striking the paragraph and inserting the
following:

c. A bank when acting on its own account or when exer-
cising trust or fiduciary powers permitted for banks under
applicable state or federal laws and regulations providing £for
the organization, operation, supervision, and examination of
such banks;

Sec. 4. Section 502.102, subsection 4, paragraph d, Code
1991, 1is amended by strixing the paragraph.

Sec. 5. Secticn 502.102, subsection 7, paragraph b, Code
1991, 1s amended by strixing the paragrapn and inserting in

~leu thereof the foliowing:
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b. With respect to a fractional undivided interest in an
0il, gas, or other mineral lease or in payments out of pro-
duction under a lease, right, or royalty, the term "issuer"
means the owner of an interest in the lease or payments out of
production under a lease, right, or royalty, whether whole or
fractional, who creates fractional interests for the purpose
of sale.

Sec. 6. Section 502.102, subsection 12, Code 1991, 1is
amended to read as follows:

12. "Security" means any note; stock; treasury stock;
bond; debenture; evidence of indebtedness; certificate of
interest or participation in a profit sharing agreement;
collateral trust certificate; preorganization certificate or
subscription; transferable share; investment contract; voting
trust certificate; certificate of deposit for a security;
cererftecare-of-tnterest-or-participation-in-an-oti;-gas-or

minrng-tivrre-or fractional undivided interest in an oil, gas,

or other mineral lease or in payments out of production under

such a tietie-eor leas2, right, or royalty; or, in general, any

interest or instrument commonly known as & “"security", or any
certificate of interest or participation in, temporary or
interim certificate for, receipt for, guarantee of, or warrant
or right to subscribe to or purchase, any of the foregoing.
"Security" does not include a-time-ahare-trterval-as-defined
1n-seetion-55FAs2-e¢ an insurance or endowment policy or
annuity contract under which an insurance company promises to
pay money either in a lump sum or periodically for life or for
some other specified period.

S5ec. 7. Section 502.202, subsection 3, Code 1991, is
amended to read as follows:

3. Any securlity issued by and representing an interest in
or a debt of, or guaranteed by, any bank organized under the
laws of the United States, or any bank, savinga-imstitueien;
Or trust company organized and supervised under the laws of

*his state.
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Sec. 8. Section 502.202, subsection 10, Code 1991, is
amended by striking the subsection and inserting in lieu
thereof the following:

10. Commercial paper which is a promissory note, draft,
bill of exchange, or banker's acceptance which satisfies the
following criteria:

a. It evidences an obligation to pay c¢ash within nine
months after the date of issuance, exclusive of days of grace.

b. It 1s issued in denominations of at least fifty
thousand dollars.

e. It receives a rating in one of :the three highest rating
categories from a nationally recognized statistical rating
organization.

The exemption under this subsection applies to a renewai of
an cbligation under this subsection which is likewise limited,
and to a guarantee of such an obliigation or of a renewal.

Sec. 9. Section 502.202, subsection 11, Code 1991, is
amended to read as follows:

11. A security issued in connection with an employee stock
purchase, option, savings, pension, profit sharing or similar
benefit plany~provided;-in-the-case-cf-pians-whiech-are-not
quatr+fted-under-section-48t-ecf-the-internai-Revenue-€ode-and
whteh-provide-for-contribution-by-emproyees;-che-sdmintatrator
sas-nottfred-in-writing-S¢freen-caya-before-the-inceptron-of
the-pran-of-che-terma-af-the-plan.

Sec. 10. Section 502.202, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 19. Any security representing a time-

share interval as defined in section 537A.2.
Sec. 1l. Section 502.203, subsection 8, Code 1991, is

amerded to read as follows:
8. An offer or sale to a bank, savings imgsetrtutten and

loan association, credit union, trust company, insurance

company, investment company as defined in the Investmen:

Company Act of 1940, pension or profit sharing trust, or other

-4-
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financial institutlion or institutional buyer, or to a broker-
dealer, whether the purchaser is acting for 1trself or in a
fiduciary capacity. However, the administrator, by rule or
order, may grant this exemption to a perscon or class of
persons based upon the factors of financial sophistication,
net worth, and the amount of assets under investment.

Sec. 12. Section 502.203, subsecticn 11, Code 1991, is
amended by striking the subsection and inserting in lieu
thereof the following:

11. Any transaction pursuant to an offer to existing
security holders of the issuer, including persons who at the
time of the transaction are holders of convertible securities,
nontransferable warrants, or transferable warrants,
exercisable within not more than ninety days of their is-
suance, 1if:

a. A c¢commission cr other remuneration (other than a
standby commission) is not paid or given directly or in-
directly for soliciting a securicty holder in this state; cr

b. The 1issuer first files a nctice specifying the terms of
the offer and the administrator does rot by order disallow tne
exempticn within the next ten days.

Sec. 13. Section 502.203, subsection 13, paragraphs a
thrcugh d, Ccde 1991, are amended by striking the paragraphs
and inserting in lieu thereof the following:

a. The securities to be distributed are registered under
the Securities Act of 1833 before the consummation cf the
transactlon; or

b. The securities to be distributed are not required to be
reglstered under the Securities Act of 1933, written notice cf
the transaction, a filing fee of fifty dollars, and a copy of
the materials by which approval of the transaction will be
solicited, are given to the administrator at least ten days
before the consummation of the transaction, and the adminis-
trater does not disaliow, by order, the exempticn within the

next ten days.
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Sec. 14. Section 502.203, Code 1991, is amended by add’ g
the following new subsection:
NEW SUBSECTION. 17. The offer or sale of securities by

small business investment company under the feceral Smal:

Business Investment Act of 1958 if:

a. The securities are offered or sold in compliance witi
17 C.F.R. §§ 230.601 through 230.610a: and

b. The issuer has filed with the administrator the
offering document to be used in connection with the offer and
sale of the securities not later than the first use of the
offering document in this state, the issuer has filed with the
administrator a copy of the notification of form "1-E"
required by 17 C.F.R. § 230.604 %o be filed with the federal
securities and exchange commission, and the issuer has paid
the administrator a fee of one hundred decllars.

Sec. 15. Section 502.206, subsection 3, unnumbered para-
graph 1, Code 1991, is amended t¢ read as foilows:

A Unless waived bv a registrant, a registration t

under this section automatically becomes effective he
moment the federal registration statement or notification
becomes effective if:

Sec. 16. Section 502.208, subsection 2, Code 1991, 1is
amended tc read as follows:

2. a. Every person filing a registration statement shall
pay a filing fee of one-tenth of one percent of the maximum
aggregate offering price at which the registered securities

are to be offered in this statey-bkut. Except as provided in

paragraph "b", the fee shall in no case be less than fifty

dollars or more than one thousand dollars.

b. A face-amount certificate company, an open-end

management company, Or & unit investment trust, as defined in

the Investment Company Act of 1940, may register an irndefinite

amount of securities under a registration statement. The

registrant, at the time of filing, may pay tnhe maximum fee ot

one thousand dollars, or may pay a fee of two nundred fifcy

-6-
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dollars and within ninety days after the end of each fiscal .

year during which its registration statement is effective and

within ninety days after the registration is terminated do one

of the following:

(1) Pay an additional fee of one thousand two hundred
fi1fty dollars.

(2) File a report on a form that the administrator by rule

adopts, reporting sales of securities to persons within this
state during the fiscal year, and pay an additional filing fee
of one-tenth of one percent of the maximum aggregate offering

price at which the registered securities were offered in this
state. However, the fee in no case shall be more than one

thousand two hundred fifty dollars.
¢. When a registration statement is withdrawn before the

effective date or a pre-effective stop order is entered under
section 502.209, the administrator shall retain the fee,
Sec. 17. Section 502.208, subsection &, Code 1991, is .
amended by striking the sutsection and inserting in lieu
thereof the following:
9. a. A registration statement shall remain effective for

one year from its effective date unless it is extended by rule J
or order of the administrator. A&all outstanding securities of
the same class as a regilstered security are considered to be
registered for the purpose of any transaction by cr on behalf
of a person who is not the issuer, and who is not in control
of the issuer or controlled by the issuer or under common
control with the issuer, so long as the registration statement
is effective, unless otherwise prescribed by order. A
registration statement may not be withdrawn after its
effective date if any of the securities has been sold in tnis
state, unless permitted by ruie or order cf the administrator.
A registration statement is not effective during the time a

stop order is in effect under section 502,209. A registration
statement which never became effective may be withdrawn .

without prejudice tc¢ the issuer upon request and for good

-7~
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cause as determined at the discretion of the administrator.

b. During the effective period of a registration
statement, the administrator may by rule or order recuire ti-
person who filed the registration statement to file repcrts
not more often than quarterly, to keep reasconably current ¢}
information contained in the regilstration statement and to
disclose the progress of the coffering. If any of the
securities registered has been sold in this state, the
administrator may by rule or order extend the period for
filing the reports for an additional period not exceeding two
years from the date the registration became effective or from
the dace of its last amendment or extension.

Sec. 18. Section 502.209, subsection 1, Code 1991, is
amended by adding the following new paragraph:

NEW PARAGRAPH. j. The applicant cor registrant nas

abandoned the registration statement. The adninistrator may
enter an order under this paragraph if notice 1s sent to the
applicant or registrant, and either the administrator fails to
receive a response from the applicant or registrant, or action
is not taken by the applicant or registrant within the time
specified by the administrator.

Sec. 19. Section 502.301, subsection 1, Code 1991, is
amended to read as follows:

1. It is unlawful for any person to transact business in

this state as a broker-dealer or agent unless at least one of

the following conditions is satisfieg:

a. The person is registered under this chapter.

b. The person is a broker-dealer who has no place of

business in this state and the broker—-dealer satisfies one o<f

the following requirements:

(1) The broker-dealer effects transactions in this state

exclusively with or through the issuers of the securities

involved 1in the transaction, other broker-dealers, bhanks,

trust companies, insurance companies, or ilnvestment companies

e

as defined in the Investment Company Act 2f 2940, pension or

-8-
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profit sharing trusts, or other financial institutions or
institutional buyers, whether acting for themselves or as

trustees;
{2) During any period of twelve consecutive months the

broker-dealer does not effect transactions in this state in
any manner with more than three persons other than those
specified in subparagraph (1), whether or not the offeror or
any of the offerees is then present in this state; or

{3) The administrator designates the broker-dealer as

exempt from these requirements by either rule or order.
Sec. 20. Section 502.302, subsection 1, Code 1991, is

amended to read as follows:

1. A broker-dealer or agent may obtain an initial or
renewal license by filing with the administrator, or an
organization which the administrator by rule designates, an
application together with a consent to service of process
pursuant to section 502.609 and the appropriate filing fee.
The application shall contain the information the
administrator requires by rule concerning the applicant's form
and piace of organization, propcsed method of doing business
and financial condition, the gualifications and experience of
the applicant, including, in the case of a broker-dealer, the
qualifications and experience of any partner, officer,
director or controlling person, any injunction or
administrative order or conviction of a misdemeanor involving
securities and any conviction of a felony, and any other
matters which the administratoer determines are relevant to the
application. If no denial order is in effect and no
proceeding is pending under section 502.304, registration
becomes effectiive at noon of the thirtieth day after an a

completed application or an amendment completing tne

application is filed, unless waived by the appiicant. The
administrator may by rule or order specify an earlier
cffective date and-may-by-order-defer~-the-effective-date-untti

neon-sf-the-thirtrern-day-adrer-the-£f+itng-of-an-amendmene.

-9-
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1 Regiatration-ef-a-breker-deater-avteomaticatty-constitures

2 registration-of-an-agent-named-in-the-appiicatton-or

3 amendmeats-to-the-appiication-who-ts-a-parther;-ocftrer-or

4 dirrectory-or-who-ta-a-person-occupying-a-simriar-stasus-eor

5 perfermrng-simitar-functionss

6 Sec. 21. Section 502.302, subsection 2, Code 1991, 1is

7 amended to read as follows:

8 2. Every applicant for initial or renewal registration as
9 a broker-dealer shall pay a filing fee of two hundred dollars.
10 Every applicant for initial or renewal registration as an

11 agent shall pay a filing fee of twenty thirty doliars. A
12 filing fee is not refundable.

13 Sec. 22. Section 502.302, subsection 5, unnumbered

14 paragraph 1, Code 1981, is amended to read as follows:

15 Every Except as provided in this subsection, a broker-

16 dealer and every an issuer who employs agents in connection
. 17 with any security or transactlion not exempted either by
) 18 section 502.202 or section 502.203, shall file and maintain
19 with the administrator a bond conditioned that the broker-
20 dealer or 1issuer shall properly account for any moneys or
21 securities received from or belonging to another and shall
22 pay, satisfy, and discharge any judgment or decree that may be
23 rendered against such broker-dealer or issuer in a court of
24 competent jurisdiction in a suit or action brought by a
25 purchaser or seller of securitles against such broker-dealer
26 or issuer in which it shall be found or adjudged that such
27 securities were scld or purchased by the broker-dealer or
28 issuer in violation c¢f this chapter. Such bond may be drawn
29 to cover the original license and any renewals thereof, and
30 may contaln a provision authorizing the surety therein to
31 cancel upon thirty days' notice to the principal and the

32 administrator. A broker-dealer who is a member of *he

33 securities investor protection corporation is not required tc

’ 34 furnish a bond.
- 35 Sec. 23. Section 502.303, subsection 4, Code 33991,

is

_lo_
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amended to read as follows:

4. The administrator sha}l may make perzedte examinations,
within or without this state, of the business and records of
each registered broker-dealer, at the times and in the scope
as the administrator determines. The examinations may be made
without prior notice to the broker-dealer. The administrator
may copy all records the administrator feels are necessary to
conduct the examination. The expense reasonably attributable
to an examination shall be paid by the broker-dealer whose
business is examined, but the expense so payable shall not
exceed an amount which the administrator by rule prescribes.
For the purpose of avoiding unnecessary duplication of
examinations, the administrator may co-operate with securities
administrators of other states, the securities and exchange
commission, and any national securities exchange or national
securities association registered under the Securities
Exchange Act ¢of 1934. The administrator shall not make public
the information obtained in the course of examinations, except
when a duty under this chapter requires the administrator to
take action regarding a broker-dealer or to marxe the
information available to one of the agencies specified in this
section, or except when the administrator is called as a
witness in a criminal or civil proceeding.

Sec. 24, Section 502,304, subsection 1, unnumbered
paragrapn 1, Code 1991, is amended tc read as follows:

The administrator may by order deny, suspend, or revoke a
registraticon or may censure, an-appiieant-er-registrant-or-may
impose a civil penalty upon, or bar an applicant, registrant,

or any officer, director, partner, or person occupying a

simiiar status or performing similar functicns for a

registrant. A person barred under this subsection may be

prohibited by the administrator from employment with a

regiscered broker-dealer. The administrator may restrict the

person barred from engaging in any activity for which

regiscration is required. Any action by the administrator

_ll_
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under this subsection may be taken if the order is found o be

in the public interest and it is found that the applicant o
registrant or, in the case of a broker-dealer, a partner, «
officer, or a director, a person occupyling a similar status
performing similar functions, or a person directly or
indirectly controlling the broker-dealer:

Sec. 25. Section 502.304, subsection 1, paragraph d, Code
1991, is amended to read as follows:

d. Is permanently or temporarily enjoined by any court of
competent jurisdiction from engaging in or continulng any
conduct or practice involving any aspect of the securities,

insurance, or commodities business;

Sec. 26. Section 502.304, subsection 1, paragraph £, Code
1991, is amended by striking the paragraph and inserting in
lieu thereof the following:

£. Is the subject of an adjudication or order entered
after notice ard opportunity for hearing, within the past ten
years by a securities or commoditlies agency, an administrator
of another state, or a court of competent jurisdiction, that
reflects that the person has viclated the Securities Act of
1933, the Securities Exchange Act of 1934, the Investment
Advisers Act of 1940, the Investment Company Act of 1940, or
the Commodity Exchange Act, a securities or commoditles law of
any other state, or a United States postal service fraud
order. However, the administrator may not do either of the
foliowing:

(1) Institute a revocation or suspension proceeding under
this paragrapn more than one year from the final agency ordert
relied on or, if the order has been appealed, the final court
decision,

(2) Enter an order under this paragraph on the basis of an
order under another state law unless that order was based on
facts which would currently constitute a ground for an order
under this secticon.

Sec. 27. Section 502.304, subsection l, paragrapn j, Code

_.12...
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1991, is amended to read as follows: .

j. ff-a-broker-deatery-tt-has Has failed reasonably to
supervise tts-agents an agent oOr employee.

Sec. 28, Section 502.304, subsection 1, Code 1991, is
amended by adding the following new paragraphs:

NEW PARAGRAPH. k. Has been denied the right to do
business in the securities industry, or the person's authority
to do business in the securities industry has been revoked for
cause by another state, federal, or foreign governmental
agency or by a self-requlatory organization.

NEW PARAGRAPH. 1. Has been the subject of a final order

in a criminal, civil, injunctive, or administrative action for

securities, commodities, or Fraud-related viclaticns of t1e

laws of this state or another state, federal, or foreign

governmental unit.
Sec. 29. Section 502.304, subsection 2, Code 1991, 1is

amended to read as follows: .
2. The administrator may not institute a suspension or

revocation proceeding under subsection 1, paragraphs '"c¢"

through "£", on the basis of a fact known to the administrator

when registration became effective unless the proceeding is
instituted within thirey sixty days after the effective date,
Sec., 30. Section 502.304, subsection 7, Code 1991, is
amended to read as follows:
7. A civil penalty levied under subsection 1 shall not

exceed two-hundred-£f+fty one thousand dollars per violation

per person asr-#en and shall not exceed one hundred thousand

dollars in a single proceeding against any one person. All
administrative fines received shall be deposited in the grate

general fund of the state.

Sec. 31. Section 502.603, subsection 2, Code 1991, is
amended to read as follows:
2. a. for the purpose of any investigation or prcceeding

under tnis chapter, the administrator or any officer

designated by the administrator may administer caths and

-13-
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affirmations, subpoena witnesses, compel their attendance,
take evidence, and require the production of any books,

papers, correspondence, memoranda, agreements or other

£ L BO

docunments or records which the administratzor deems relevant

(¥}

material to the inquiry, all of which may be enforced in
accordance with the-Iowa-admintstractive-procedure-Act chapter
17a.

b. The administrator may issue and bring an action in

district court to enforce subpoenas in this state at the

request of a securities agency or administrator of another

|l «= SN & B & « BRI & |

state, if the activity constituting an alleged violation for

12 which the information is sought would be a violation of this

13 chapter had the activity occurred in this state,

14 Sec. 32. NEW SECTION. 502.603A COOPERATION WITH OTHER
15 AGENCIES.
16 1. 7o encourage uniform interpretation and administration

' 17 of this chapter and effective securities regulaticn and en-

: 18 forcement, the administrator may ccoperate with the securities
19 agencies or administrators of any state, Canadian province or
20 territory, another country, the securities and exchange com-
21 mission, the commedity futures trading commission, the
22 securities investor protection corporation, any self-
23 regulatery crganization, any national or international
24 organization of securities cfficials or agencies, and any
25 governmental law enforcement or requlatory agency.
26 2. The cooperation authorized by subsection 1 may include,
27 but is ncot limited to, the following:
28 a. Establishing a central depository for licensing cr

29 registration under this chapter and for documents c¢r reccrds

30 required or alicwed to be maintained under this chapter.

L o. Making a joint examination or investigation.
32 c. Holding a joint administracive hearing.
33 d. Filling and prosecuting a Zoint civil or administrative
. 3 proceeding.
W 35 e. Sharing and exchanging personnel.
_lq—

L
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f. Sharing and exchanging information and documents
subject to restriction of confidentiality in section 502.603,
subsection 1,

g. Formuiating, in accordance with chapter 17A, rules or
proposed rules on matters such as statements of policy, guide-
lines, and interpretive opinions,

Sec. 33. Section 502.604, Code 1991, is amended to read as
follows:

502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS.

Whenever If it appears to the administrator that any a
person has engaged or is about to engage in amy an act or
practice constituting a violation of emy-provisioen-sf this

chapter or any rule or order hereunder adopted or issued

pursuant to this chapter, the administrator may do either or

both of the following:

1. Issue an order directed at any-suen the person
requiring sueh the person to cease and desist from engaging in
such act or practices-or,

2. Bring an action in the district court to enjcin the
acts or practices and tc enforce compliance with this chapter

ot any 4 rule or order hereunder adopted or issued pursuant to

this chapter. Upon a proper showing a permanent or temporary

injuncticn, restraining order, or writ of mandamus shall be
granted and a receiver or conservator may be appointed for the

defendant or the defendant's assets. In addition, upon a

proper showing by the administrator, the court may enter an

order of rescission, restitution, or disgorgement directed at

any perscon who nhas engaged in an act constituting a violation

0of this chapter, or a rule or order adopted or issued pursuarnt

to_this chapter. The administrator shall nct ve required to

pcst a bend.
Sec. 34. NEW SECTION. 502.604A COURT ACTION.

if a perscn faills or refuses to file anv statement or

report or tco produce any bocks, papers, correspondence,

memoranca, agreements, or other documents or records, or tc

-15-
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obey any subpoena 1lssued by the administrator, the

administrator may refer the matter to the attorney generai,
who, after notice, may apply to a district court to enfcrce
compliance. The court may order any or ail of the followin

1. Injunctive relief, restricting or prohibiting th: of.
or sale of securities,.

2. Revocation or suspension of any license or registra-
tion.

3. Production of documents or records, including but not
iimited to books, papers, correspcndence, memoranda, or
agreements.

4. Such other relief as may be requirec.

Such an order shall be effective untii the person files the
statement cr report or produces the documents reguested, or
obeys the subpoena.

Sec. 35. Section 502.609, subsection i, unnunbered para-
graph 1, Code 1991, 1s amended zo read as follows:

Every applicant for registration under this chapter, and
every issuer which proposes to offer a security in this state
through-any-person-actrng-aa-agent, shall file with the
administrator, in such form as the administrator by rule
prescribes, an irrevocable consent appoiating the
administrator or the administrator's successcr in cffice to pe
such person's attorney to receive service cf any lawful
process in any noncriminal suit, action or proceeding againsc:
such person or the successor, executor or administrator of
such person which arises under this chapter or any rule ot
order hereunder after the consent has been fiied, with the
same wvalidity as if served personally on the person filing the
consent. The consent need not be filed by a person who has
filed a consent in connection with a previocus registration
which 1s then in effect. Service may be made by leaving a
copy of the process In the office ¢of the administrator, out it
is not effective uniess the plaintiff, including thre

administrator when acting as such,
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Sec, 36. Section 502.210, Code 1991, is repealed.
EXPLANATION

This bill amends chapter 502 relating to the regulaticn of
securities, by doing the following:

Section 1 provides that the purchase of insurance for state
employees through payroll deduction may be made from a
company, other than an insurance company, authorized to do
busines in this state.

Section 2 authcrizes the state bcard of regents’
institutions to purchase annuities for regents’' employees.

Section 3 amends a provision defining persons regulated as
broker-dealers, by providing that a bank is not considered &
broker-dealer when acting on its own account or exercising
trust or fiduciary powers.

Section 4 removes the exemption from the definition of
broker dealer which includes out-of-state issuers of
securities, other broker-dealers, banks, savings institutions, .
trust companies, insurance companies, investment companles,
pension or profit-sharing trusts, or other finrancial
institutions. These persons are exempted from registration
requirements under section 19 of the bill.

Section 5 amends the definition of "issuer” to delete an
exclusion from regulaticn for issuing a type of security which
is an 1nterest in oil, gas, or mineral leases.

Section 6 amends the definition of "security" to rewrite
the provision to include a type of security which is an
interest in sil, gas, or mineral leases.

Section 7 amends a prcvisicon exempting from regulation
certain securities issued by institutions. The bill
eliminates a reference ©o "savings 1nstitutions”". The chapter
rerains the exemption for securities issued by banks, credit
unions, and savings and lcan associations.

Section 8 amends a provision exempting from certain

regulations, securities which are commercial paper. The bill

rewrites this exception to apply to promissory nctes, drafts,

-17_
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bills of exchange, and banker's acceptances. The commerci ]
paper must evidence an cbligation to pay within nine months
after the date of issuance, must be issued in dencminaticns ~7
at least $50,000, and must receive a rating in one of the
three highest rating categories from a nationally recognize.
statistical rating organization.

Section 9 amends a provision exempting from certain
regulations, securities which are connected to an employee
stock purchase, savings, pension, profit sharing, or a benefit
pian. The bill eliminates a provision requiring that certain
of these securities must be filed with the administrator.

Secticn 10 exempts from certain regulations, securities
having a time-share interval.

Section 11 amends a provision which exempts from certain
regulations transactions involving securities. The current
provision exempts transactions involving savings®instirutions.
The bill replaces the term "savings institution"{with the term
"savings and loan association." The biil also egempts simllar
transactions by credit unions. L]

Section 12 amends a provision which currently exempts from
certaln regulations transacticns involving the conversion of
securlties, the exercise of nontransferabie rights, the
purchase of securities pursuant to preemptive rights, and a
sale for cash in connection with a stock dividend. This biil
rewrites the provision to exempt transactions with persons who
are holders cof convertible securities, nontransferable
warrants, and transferable warrants exercisable within a time
certain. The bill iimits the amount of a paid commisslon or
requlres the 1ssuer to file a notice with the administrator.

Section 13 amends a prcovision whiecn exempts IZrcm certain
regulations transactions incident to a vote by security
holders or written consent of security holders which invclves
company management, including stock reclassification, reverse
stock spllts, mergers, o1 the transfer of assets. The

provision establishes requirements relating to filing

~18-
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documents relating to the action. The bill replaces filing
procedures, by providing filing may be eliminated if the
securities are registered with the federal government. If the
securities are not registered, a written notice of the
transaction and a filing fee of $50 must be submitted to the
administrator.

Section 14 adds a new exemption for transactions involving
the sale of securities by small business investment companies
made under the federal Small Business Investment Act of 1958.

Section 1% provides that a registrant may have the
automatic effectiveness cof a reglstration statement.

Section 16 provides an alternative method of registering
securities. The section also provides for alternative methods
of paying registration fees,

Section 17 provides for the effectiveness of a reglistration
statement. A statement which nas not become effective may be
withdrawn by the applicant. The bill provides that the
administrator may require the person filing a registration
statement to file quarterly reports.

Section 18 amends a provision relating to denial,
suspension, and revccation of registration under the chapter.
The bill provides that the administrator may take action under
the section if the applicant or registrant has abandcned a
reglstration statement.

Section 19 amends a provisicn which provides for
registration requirements. The bill prcvides that a person
who previcusly was exempt from the definition of broker-
dealer, 1s ncw exempt from registration requirements. The
exemprion was removed from the definition of broker-dealer in
sectlion 4 or the bill.

Secticn 20 provides that a complete filing :s necessary
before reglstraticn procedures may be initiated. A registrant
may walve the autcmatic effectiveness of the registration.

The bill eliminates a provision specifying that registraticn

of a brorer-dealer autcmatically constitutes registration of

~
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an agent named in the application.

Section 21 provides that a $30 fee is required for an
applicant for an initial or renewal regis:tration as an agen:
of a broker~dealer.

Section 22 amends a provision requiring broker-deaiers . |
issuers to file a bond. The bill provides that a broker-
dealer who is a member of the Securities iInvestor Protection
Corporation is not required to furnish the bond.

Section 23 amends a provision which requires the
administrator to make periodic examinations of registered
broker-dealers. The bill provides that examinations are
performed according to the discretion of the administrator.

Section 24 amends a provision which provides that the
administrator may take action against a registrant or deny
registration to an applicant. This bill provides that the
administrator may pbar an applicant, registrant, or anv
officer, director, partner, or person occupying a similar
status or performing similar functions for a registrant. The
bar may prohibit a person from being emplcved in the business
of a broker-dealer or restrict the types of activities that
the perscn may perform.

Section 25 provides that the administrator may take
disciplinary action or deny an appiication, 1f a person
referred to in section 24 of the bill nas been enjoined from
conducting aspects of the insurance or commodities business.

Section 26 amends current law which provides that the
administrator may take disciplirary action or deny an
application, if a person is the subiect of a disciplinary
order entered within the past five years by a securit.es
administrator of another state, or 1s subject to a
disciplinary order by the securities and 2xchange commissicn,
2r the United States post office. This pill prcvides that
administrative action against a person referred to in section
24 of the bill may depend upon an adjudication or order within

the past 10 years which is rendered by a securities ot
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commodities agency, an administrator of another state, or a
court of competent jurisdiction. That adjudication or order
must reflect a violation of a federal securities or
commodities statute, a securities cor commodities violation of
another state, or an order by the United States post office.

Section 27 provides that a disciplinary action may be taken
against a broker-dealer who has failed to reasonably supervise
an employee.

Section 28 provides that a disciplinary action or action
denying registration may be based on a person having been
denied a right to do business in the securities industry or
the revocation of such right by an authority in another state,
the federal government, a foreiqn government, or a self-
reguiatory organization. The action may also be based on a
final order in a criminal, civil, injunctive, or
administrative action relating to securities cr commodities -
violations or fraud.

Section 29 amends a provisiocon which limits the
administrator's discretion to institute a suspension or
revocation proceeding cn the basis of a fact known to the
administratcr when the ragistration became eftfective. The
bill provides that the limitation does not apply to material
falsehoods cr omissions in applications, willful violations of
the securities law, dishonest conduct, insolvency, lack of
qualifications, or fallure to supervise agents or employees.
The bill also lengthens the time for instituting such a
proceeding from 30 to 60 days.

Section 30 raises the amount of a c¢ivil penalty that can be
assessed against a person disciplined by the administrator.
The penalty s raised from $250 to $1,000 per viciation, and
from S10,000 t¢ $100,000 per proceeding.

Section 31 provides that the administrator may issue and
apply <o enforce subpoenas at the request cf a securities
agency of another state.

Secrion 32 provides that the administratcr may cooperate

_21_
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with securities agencies or administrators of different
states, countries, the federal government, or regulatory
organizations.

Section 33 provides that a court may enter an order of
rescission, restitution, or disgorgement directed at a pers-..
whe has engaged in an act constituting a violation of the
chapter, or a rule or order adopted or issued pursuant to the
chapter.

Section 34 provides that a court may take action against a
perczon whs fails to file statements or reports under the
chapter, or to produce materials under a subpoena. The court
order may grant inijunctive relief, suspend or revcke a license
or registration, order the production of dccuments, or grant
other relief as necessary.

Section 35 amends a provision providing that lssuers
proposing to offer securities through an agent must file
consent of process with the administrator. The bili provides
that all issuers must file consent of process.

Section 36 repeals a section which prohibits securities
from being registered if the aggregate offering price of al:
securities of the issuer which is sold as part of a single
lssue is in reliance upon an exemption from federal

registration requirements and exceeds certain doliar amounts.

LSB 12698V 74
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SENATE FILE 520

5-3282

13

Amend Senate File 520 as follows:

l. Page 4, by inserting after line 29 the
following:

"Sec. . Section 502,203, subsection 2,
paragraph c, Code 1991, is amended to read as follows:

Cc. The security was issued by an issuer which has
had or currently has a class of securities registered
undgr this chapter, or under chapter 502 of the Code
as 1t existed prior to January 1, 1978; or".

2. Page 15, line 20, by striking the words "acts
or practices" and inserting the following: "aets-os
practices act or practice".

3. By renumbering as necessary.

By WILLIAM PALMER

§-3282 FILED APRIL 3, 1991
w [ 45 /7

§-3305

SENATE FILE 520
Amend Senate File 520 as follows:
1. Page 2, line 23, by striking the words
"paragraph c" and inserting the following:
"paragraphs ¢ and 4".

2. Page 2, line 24, by striking the word "is" and
inserting the following: "are",

3. Page 2, line 24, by striking the word
"paragraph" and inserting the following:
"paragraphs".

4. Page 2, by striking lines 31 and 32, and
inserting the following:

"d. An insurance company which effects
transactions in its own accounts;”.

5. Page 4, by inserting after line 29 the
following:

"Sec. __ . Section 502.203, subsection 2,
paragraph c, Code 1991, is amended to read as follows:

c. The security was issued by an issuer which has
had or currently 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",

6. Page 15, line 20, by striking the words "acts
or practices"” and inserting the following: "aects-or
practreces act or practice”.

25 7. By renumbering as necessary.

a

By WILLIAM D. PALMER

5223“‘ FILED APRIL 4, 1991

4/s” (p- 55




SENATE FILE :S]ZI)

BY COMMITTEE ON COMMERCE

bt fTCo 4o U F G52
(SUCCESSOR TQ SSB 299)
{AS AMENDED AND PASSED BY THE SENATE APRIL 5, 1991)

R T e T

- New Language by the Senate

Passed Senate, Date uzéw%/ﬁg,m?gj Passed House, Date «/v /v &% n7s)
A 1 1
Vote: Ayes 44 Nays O Vote: Ayes F5  Nays
approved _gnecd 23 1991 (o ri2a)
o ” 14
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A BILL FOR

1 An Act relating to securities by regulating transactions
involving securities and regulating persons enzaged in
tusinesses related to the issuance or trading of securities,
and providing penalties.

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQOWA:

St 52¢
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Section 1. Section 79.17, Code 1991, is amended to read as
follows:

79.17 ADDITIONAL PAYROQLL DEDUCTIONS.

1. For the purposes of purchasing insurance and at the
request of two hundred fifty or more state officers or
employees, the state officer in charge of the payroil system
shall deduct from the wages or salaries of the state officers
or emplceyees an amount specified by each of the officers or
employees for payment to any insuranmee company authorized to
do business 1n this state if the following conditions are met:

a. The request for the payroll deduction is made in
writing to the officer 1in charge of the payroll system.

». The pay period during which the deduction is made, the
frequency, and the amount of the deduction are compatible with
the payroll system.

c. The insurance coverage is not provided by the state.

2. The moneys deducted under this s2ctiou shall be paid
promptly to the insnramce company designated by the state
officers cr employees. The deduction may be made even though
the compensation paid to an officer or employee is reduced to
an amount below the minimum prescribed by law. Payment to an
officer or employee of compensation less the deduction shall
constitute a full discharge of claims and demands for services
rendered by the officer or employee during the period covered
oy the payment. The request for the deduction may bpe
withdrawn at any time by £filing a written notification of
withdrawal with the state cfficer in charge of the payroll
systen.

Sec. 2. Sectiocon 262.21, Code 1991, is amended to read as
follows:

262.21 ANNUITY CONTRACTS.

At the request of an emplcyee through contractual agreement
the board may arcange for the purchase of group or individual
annuity contracts for any of its employees from any company

the employee chooses that is authorized to ¢5 business in this
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state, or the board may arrange for the purchase of an

individual mutual fund contract from any cocmpany the empicoyee

chooses from a broker-dealer, salesperson, or mutual fund

registered in this state, for retirement or other purposes,

and may make payroll deductions in accordance with the
arrangements Zor the purpose of paying fthe entire premium due
and to become due under the contract. The deductions shall be
made 1n the manner which will qualify the annuity premiums for
the benefits under section 403b of the Internal Reverue Code,
as defined in section 422.3. The employee's rights under tne
annuity contract are nonforfeitable except for the failure to
pay premiums,

Whenever an existing tax-sheltered annuity contract 1is to
be replaced by a new contract the agent or representative of
the company shall submit a letter of intent 1O the company
being replaced, to the rasurance commissioner of the-states-of
fowe insurance, and to the agent's or representative’s own
company at least thirty days prior to any action. Each

required letter of intent shall be sent by registered mail.

This letter of intent shall contain the policy number and
description of the contract being replaced and a description
of the replacement contract.

Sec. 3. Section 502.102, subsection 4, paragraphs c and d,
Code 1991, g&s‘amended by striking the paragrapns and
inserting the following:

Cc. A bank when acting on its own account or when exer-
cisirg trust or fiduclary powers permitted for banks under
apoiicable state or federal laws and regulations providing £c
the organization, operation, supervision, ard examinaticn of
such banks;

d. An ilnsurance company which effects transactions in its

e

oW accounts;

Sec. 4. Section 502.102, s 10T paragraph b, Code
1991, is amended by strikin ne r n and inserting 1o

lieu thereof the following:
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b. With respect to a fractional undivided interest in an
oil, gas, or other mineral lease or in payments out of pro-
duction under a lease, right, or royalty, the term "issuer"
means the owner of an interest in the lease or payments out of
production under a lease, right, or royalty, whether whole or
fractional, who creates fractional interests for the purpose
of sale.

Sec. 5. Section 502.102, subsection 12, Code 1991, 1is
amended to read as folliows:

12, "Security” means any note; stock; treasury stock;
bond; debenture: evidence of indebtedness; certificate of
interest or participation in a profit sharing agreement:
collateral trust certificate; preorganization certificate or
subscription; transferable share; investment contract; wvoting
trust certificate; certificate of deposit for a security:
certificate-of-tnrerest-or-participatioa-in-an-ori;-gas-or

mintng-tttte-or fractional undivided interest In an oil, gas,

or cther mineral iease or in payments out of production under
any
interest or instrument commonly known as a "security", or an

such a ttttre-e= lease, rignt, or royalty:; or, in general,

certificate of interest or participation in, temporary or
interim certificate for, receipt for, guarantee of, cr warrant
or right to subscribe to or purchase, any of the foregoing.
"Security” does not include e-time-share-interval-ss-defrned
tn-secttor-557a;2-0r an insurance or endowment policy or
annuity contract under which an insurance company prcomises to
pay money either in a lump sum or perindically for life o7 for
some other specified period.

Sec. 6. Section 502,202, subsecticn 3, Code 1991, is
amended to read as follows:

3. Any security isstved by and representing an interest in
or a debt of, or guaranteed by, anry bank organized under :the

laws ©f the United Statzes, or any bank, asvings-imasitusiens

this state.




Sec. 7. Section 502.202, subsection 10, Code 1991, is
amended by striking the subsection and inserting in lieu
thereof the following:

10. Commercial paper which 1s a promissory note, draft,
bill of exchange, or banker's acceptance which satisfies the
following criteria:

a. It evidences an obligation to pay cash within niae
months after the date of issuance, exclusive of days of grace.

b. 1t is issued in denominations of at least fifty
thousand doliars.

c. It receives a rating in one of the three nighest rating
categories from a nationally recognized statistical rating
organization.

The exemption under this subsection applies to a renewal of
an opligation under thnis subsection which is likewise limited,
and to a guarantee of such an obligaticn or of a renewal.

Sec. 8. Section 502.202, subsection 11, Code 1991, 1is
amended to read as follows:

11. A security issued in connection with an employee stock
purchase, option, savings, pension, profit sharing or siallar
benefit plany-provided;-in-the-case-of-plans-which-are-nec
quatr+fied-under-section-401-of-the-intesnat-Revenue-Code-ane
which-orevide-for-contributisn-by-empioyees;-the-gdminiat=akar
ts-notsfred-tn-writing-fifteen-days-before-the-itneception-of
the-ptan-of-the-terms-of-the-nian.

Sec. 9. Sec:zion 502.202, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 19. Any security representing a time-

share interval as defined in section 3S7A.2.
Sec. 10. Section 502.203, subsectign 2, parag;qph c, Code

1391, 1s amended zo read as follows:

D P AT

c. The security was issued by an lssuer which nas had or
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currently has a ciass cf securlrles reglstered under r=is
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Sec. 11. Section 502.203, subsection 8, Code 1991, is
amended to read as follows:
8. An offer or sale to a bank, savings itnstitutien and

loan association, credit union, trust company, insurance

company, investment company as defined in the Investment
Company Act of 1940, pension or preofit sharing trust, or other
financial institution or instituticnal buyer, or to a broker-
dealer, whether the purchaser is acting for itself or in a
fiduciary capacity. However, the administrator, by rule or
order, may grant this exemptlion to a person or class of
persons based upon the factors of financial sophistication,
net worth, and the amount of assets under investment.

Sec. 12. Section 502.203, subsection 11, Code 1991, is

|

amended by striking the subsectior and inserting in lie
thereof the following:

11. Any transaction pursuant to an offer to exisctin

o]

Y

security holders of the issuer, including persons who at the
time ¢f the transaction are nrolders of convertible securities,
nontransferable warrants, or transferable warrants,
exercisahle within not more than ninety days of their is-
suance, if:

a. A commission or other remuneratiocnh (other than a
standby commission) is not paild cr given directly or in-
directly for soliciting a securlty holder in this state; or

b. The issuer first files a notlce specifying the terms of
the offer and the administratcr does not by order disallow the
exemption within the next ten days.

Sec. 13. Sectioa 502.203, supsection 13, paragraphs a
through d, Code 1391, are amended by striking the paragraphs
and inserting in lieu thereof the fcllowing:

a. The securities to be distributed are registered under
the Securities Act of 1932 before tne consummacticon of the
transaction; or

b. The securlties to be distributed are not reguired o be

registered under the Securities Act of 1923, writ:zen notice of

\.
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the transaction, a filing fee of fifty dollars, and a copy of
the materials by which approval of the transaction will be
solicited, are given to the administrator at least ten days
before the consummation of the transaction, and the adminis-
trator does not disalliow, by order, the exemption within the
next ten days.

Sec. 14. Section 502.203, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. The offer or sale of securicies by a

small business investment company under the federal Small
Business Investment Act of 1958 if:

a., The securities are offered or sold in compliance with
17 C.F.R. §§ 230.601 through 230.610a; and

E. The issuer has filed with the administrator the
coffering document tc be used in connection with the offer and
sale of the securities not later than the first use of the
offering document in this state, the issusr has filed with &the
administrator a copy of the notification of form "1-E"
required by 17 C.F.R. § 230.604 to be filed with the federal
securities and exchange commission, and the issuer has paid
the administrator a fee of one hundred dollars.

Sec. 15. Sect:ior 502.206, subsection 3, unnumbered para-
graph 1, Code 1991, is amended to read as follows:

A Unless wailved by a registrant, a registration statement

under this section automatically becomes effective at :the
moment the federal registration statement or notification
becomes effective if:

Sec. l6. Section 502.208, subsection 2, Code 1991, is
amended to read as follows:

2. a. Every person filing a registraticn statement shall
pay @ fliling fee of one-tenth of one percent of the maximum
aggregate offering price at wnich the regis=zered securities
are to be offered in this statey-mm®. IZxcep:z as provicded in

Ly

[ 3}

paragraph "p", zhe fee shall in nc case be less than £i

dollars or more than one thousand doilars,

-f-
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b. A face-amount certificate company, an open-end

management company, Or a unit lnvestment trust, as defined in

the Investment Company Act of 1940, may register an indefinite

amount of securities under a regisiration statement. The )

registrant, at the time of filing, may pay the maximum fee of

one thousand dollars, or may pay a fee of two hundred fifty

h]
i

dollars and within ninety days after the end of each fisca!l

year curing which its registratlon statement i3 effective and

within ninety days after the registration .5 terminated do one

of the following:

(1) Pay an addi:ticna! fee 0f one thousand two hundred

fifty dollars.

{2) File a report on a form that the administrator by rale

adopts, reporting sales of securities to perscns within this

state during the fiscal year, and nay an additgicnal filing fee
of one-tenth cf ore pegrcent of the maximum aggregate offering .
cc 3

price at which the registered securities were ofifered In *tnhis

state. However, the Zee in no case shall be mire than gne

thousand twe hundred f£1fty deilars.

C. When 3 registration stacement is withdrawn before the
effective date or a pre-effecrive ston order is entered under
section 502.209, the adminis=zrator shall retain the fee.

Sec., 17. Section 502.208, subsection 9, Code 1991, is
amended by striking the subsection and inserting in lieu
therecf the following:

8. a. A registration statement shall remaln effective for
one year from its effective date unless it s extended by rule
or order of the administrator, All outstanding securities of
the same class as a registered security are considered to De
registered for the purpose cf any transaction by ¢r on behnaif
of a person who is not the issuer, and who i3 not In control
of the issuer or conitrolled by the isstue:r cor uander ccmmen
control with the issuer, so long as the registration statement .
is effective, unless otherwiss prescribed by crder. A

registration statement may rot be withdrawn afiter its

~1
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effective date if any of the securities has been sgld in this

state, unless permitted by rule or order of the administrator.
A registration statement is not effective during the :time a
stop order is in effect under section 502.209. A registration
statement which never became effective may be withdrawn
without prejudice to the issuer upon request and for good
cause as cdetermined at the discretion of the administrator.

b. During the effective period of a registration
statement, the administrator may by rule cr order require the
person who filed the registration statement to fiile reports,
not more often than quarterly, to keep reasonably current the
information contained in the registration statement and to
disclose the progress of the offering. If any of the
securities registered has been sold in this state, the
administrator may by rule or order extend the period for
filing the reports for an additionai period nct exceeding two
years from the date ihe registraticn became efifective or from
the date of its last amendment or extension.

Sec. 18. Section 502.209, subsection 1, Code 1991, is
amended by adding the following new paragraph:

NEW PARAGRAPH. 3. The applicant or registrant has

abandoned the registration statement. The administrator may
enter an order under this paragraph if notice is sent to the
applicant or registrant, and eitner the administrator fails to
receive a response from the applicant or registrant, or action
is not taken by the applicart or registrant within the time
specified by the administrator.

Sec. 19. Section 502.301, subsection 1, Cade L1991, :is
amended to read as follows:

1. It is unlawful for any person to transact business in

this state as a broker-dealer or agent unless at ileast one of

the following conditions is satisfied:

a. The persorn is registered undez this chapter.

b. The person is a broker-dealer who has rno place of

™

nTe o

[y

business in this state and rhe brcker—-dealer satisfies

_8_..
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the following requirements:

{l) The broker-dealer effects transactions in this state

exclusively with or through the issuers of the securities

involved in the transaction, other broker-dealers, banks,

trust companies, insurance companies, Or inves:tment companiles

as defined in the Investment Company Act of 1940, pension or

profit sharing trusts, or other financial institutions or

institutional buyers, whether acting for themselves or as

trustees:

—
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(2) During any period of twelve consecutive morths the

b~
P

broker-dealer does not effect transacticns in this state in

n these

any manner with more than three persons other th

13
specified in subparagraph (1), whether or not the offeror or

any of the offerees 1s then present in thils state; cr

(3} The administrator desigrnates the broker-dealer as

exempt from these reguirements by eitner rule or order.
Sec. 20. Section 502.302, subsection 1, Code 1991, is .
amended to read as folliows:
1. A broker-dealer or agent may obrain an initial or
renewal license by filing with the administrator, or an
organization which the acdministrator by rulie designates, an

application together with a consent to service of process
pp G P

P R N T N R = =
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pursuant to section 502.609 and the appropriate filing fee.
The application shall contain the informatior the

(NSNS ]
(% LB =Y

administrator requires by rule concerning the applicant's form
and place of organization, proposed method of doing business
and financial conditior, the qualificaticns and experience of
the applicant, including, in the case of a broker-desler, the

qualifications and experience of any partner, officer,

L N NN
(==Y o I+ ' B o)

director or controlling person, any 1injunction or

()
—

administrative order or conviczlion of a misdemearcr involwing

(o8
383

securities and any convictior of a felony, anc any other

matters which the administrator determines are relevant Lo the .

(s
L2

applicatiorn. If no denizl order is in effect arnd no

W
% B =

proceeding is pending under secticn 502.304, registration
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becomes effective at noon of the thirtieth day after an a

completed application or an amendment completing the

application is filed, uniess waived by the applicant. The

administrator may by rule or order specify an earlier
effective date and-may-by-order-defer-the-effective-date-untitl
noon-of-the-thivreteth-day-sfeer-che-£iting-of-an-amendnenc,
Regtstration-sf-a-broker-deater-avtematreaiiy-constitutes
regiatration-of-an-agent-named-in-the-apptteacton-or
amendments-to-the-apptteartron-who-is-a-partner;-offiecar-or
directery-or-vho-is-a-person-oceupying-a-simiter-stataus-ex
performing-simriar-funecionss

Sec. 21. Section 502.302, subsection 2, Code 1891, is
amended to read as follows:

2. Every applicant for initial or renewal regilstration as
a broker-dealer shall pay a filing fee of two hundred collars.
Every applicant for initial or renewal registration as an
agent shall pay a filing fee of ewenty thirty dollars. A
£iling fee is not refundable,

Sec. 22. Section 502.302, subsection 5, unnumbered
paragraph 1, Code 1931, is amended to read as folliows:

Every Except as provided in this subsection, a broker-

dealer and every an issuer who employs agents in connection
with any security or transacticn not exempted either by
section 502.202 or section 502.203, shail file and maintain
with the administrator a bond conditioned that the broker-
dealer or issuer shall properly account for any moneys or
securities received from or belonging to another and shall
pay, satisfy, and discharge any judgment or decree that may be
rendered against such broker-dealer or Lssuer in a court of
competent jurisdiction in a suit or action brought by a
purchaser or seller of securities against such breoker-dealer
or issuer in which it shall be £ound or adjudged that such
securities were sold or purchased bv the broker-dea.er or
1ssuer in violation of this chapter. Such bond may be drawn

tc cover the original license and any renewals therecf, and

-10-
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may contain a provision aufhorizing the surety therein to
cancel upon thirty days' notice to the principal and the

administrator. A broker—-dealer who i1s a member of the

securitles investor protection corporation is not required to

furnish a bond.
Sec. 23. Section 502.303, subsection 4, Code 1991, is
amended to read as follows:

4. The administrator shail may make pertedre examinations,
within or without this state, of the business and records of
each registered broker-dealer, at the times and in the scope
as the administrator determines. The examinations may be made
without prior notice to the broker-dealer. The administrator
may copy all records the administrator feels are necesszary to
conduct the examination. The expense reasonably attributable
to an examination shall be paid by the brcker-dealer whose
business is examined, but the expense so payanle shall not
exceed an amount which the administrator by rule prescribes. .
For the purpose of avoilding unnecessary duplication of
examinations, the administrator méy co-coperate with securities
administrators of other states, the securities and exchange
commission, and any national securities exchange or national
securities association registered under the Securities
Exchange Act of 1934. The administrator shal! not make public
the informaticn obtained in the course of examinations, except
when a duty under this chapter requires the administrator to
take actlion regarding a broker-dealer or to make the
information availabie to one of the agencies specified in this
section, or except when the administrator is called as a
witness in a criminal or civil proceedéing.

Sec. 24. Section 502.304, subsection 1, unnumbered
paragrapt 1, Code 1991, is amended to read as focllcws:

The administrator may by crder deny, suspend, or revcke a
registration or may censure, an-appiieant-or-vesistrant-o=-may
impose a civil penalty upon, or bar an appiicant, recistrant,

or any officer, directcr, partner, Or person OCCUDVLIRng a
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similar status or performing similar functions for a

registrant. A person barred under this subsection may be

prohibited by the administrator from empioyment with a

registered broker-dealer. The administrator may restrict zhe

person barred from engaging in any activity for which

registration is required. Any action bv the administraior

under this subsection may be taken i the order is found Lo be

in the public interest and it is found that the applicant or
registrant or, in the case of a broker-dealer, a partner, an
officer, or a director, a perscn occupying a similar status or
performing similar functions, or a person directly or
indirectly controiling the broker-cdealer:

Sec. 2%5. Section 502.304, subsection 1, paragraph d, CocCe
1991, is amended to read as follows:

d. Is permanently or temporarlly enjoined by any court of
competent jurisdiction from engaging in or continulng any
conduct or practice involving any aspect of the securitlies,

insurance, or commodities business;

Sec. 26. Section 302.304, subsection 1, paragraph f, Coce
1991, is amended by striking the paragraph and inserting in
lieu thereof the following:

f. 1Is the subiec: of an adjudication or order entered
after notice and opportunity for hearing, within the past Zen
years by a securities or commodities agency, an administrater
of another state, or a court of competent jurisdiction, that
reflects that the person has violated the Securities Act of
1933, the Securities Exchange Act of 1934, the Investment
Advisers Act of 1940, the Investment lompany Act of 1940, or
the Commodity Exchange Act, a securities or commodities law of

any other state, cor a Jnited States pcstal service fraud

order. However, the administrator may not do either of the
following:

(1) institute a revocaticn or suspension proceeding under
this paragraph more than one vear from the final agency order
relied on or, if the order has been appealed, the firal court

.-'\__2_
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decision,.

{2) Enter an order under this paragraph on the basis of an
order under another state law unless that order was based on
facts which would currently constitute a ground for an order
under this section,

Sec. 27. Section 502.304, subsection 1, paragraph 3, Code
1991, is amended to read as follows:

j. tf-a-preker-deater;-t+-has Has failed reasonably to
supervise tta-agenmts an agent or employee.

Sec. 28. Section 502.304, subsectior 1, Code 1991, is
amended by adding the following new paragraphs:

NEW PARAGRAPH. k. Has been denied the right to do
business in the securities industry, or the person's authority

to do business in the securities industry has been revcked £or

cause by another state, federal, or foreign governmental

agency or by a self-regqulatory organization. .
NEW PARAGRAPH. 1. Has been the subject of a £inal order ’

in a eriminal, civil, injunctive, or administrative action for

securities, commodities, or fraud-related violations of the
laws of this state or another state, federal, or foreign
governmental unit.

Sec. 29. Section 502.304, subsection 2, Code 1991, 1is
amended to read as follows:

2. The administrator may not institute a suspension or

revocation proceecding under subsection 1, paragraphs "c”

through "£", on the basis of a fact krown o the adminiscrator

when registration became effective unless the proceeding is
instituted within &htrey sixty days after the effective date.
Sec. 30. Section 502.304, subsect-ion 7, Cocde 19391, is
amended to read as fcliows:
7. A clvil penality levied under subsection 1 shall nct

exceed twe-hund-ed-frfey ore thousand dollars per violatt

per person nmer-tem 218 shali. not exceed one hundred thou

[
b=

cn

sang .
dollars in a single proceeding &gainst any one person. Al
s

¥

administrative fines received shall be cdeposited in the nee
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general fund of the state.

Sec. 31, Section 502.603, subsection 2, Code 1991, is

amended to read as follows:

2. a. For the purpose of any investigation or proceeding
under this chapter, the administrator or any officer
designated by the administrator may administer oaths and
affirmations, subpoena witnesses, compel their attendance,
take evidence, and require the production of any books,
papers, ccrrespondence, memoranda, agreements or other
documents or records which the administrator deems relevant or
material to the inquiry, all of which may be enforced in
accordance with the-ifewa-administractve-procedure-Aes chapter
17A.

b. The acdministrator may issue and bring an action in

district court to enforce subpoenas in this state at the

request of a securities agencv or administrator of ancother

state, if the activity constituting an alleged violation for

which the information is sought would be a violation of this

chapter had the activity occurred in this state.
Sec. 32. NEW SECTION. 502.603A COOPERATION WITH OTHER
AGENCIES.

1. To encourage uniform interpretation and administration

of this chapter and effective securities regqulation and en-
forcement, the administrator may cooperate with the securitiles
agencies or administrators of any state, Canadian province or
territory, another country, the securities and exchange com-
mission, the ccmmodity futures trading commission, the
securitles investor protection corporation, any self-
regulatory organization, any national or international
organization of securities officlals or agerncies, and any
governmentail law enforcement ¢r regulatory agencvy.

2. The cooperation authorized by subsection : may include,
but is not limited to, the follecwing:

a. Establishing a central depositcry for licensing or

registration under this chapter and for documents or records
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}equired or allowed to be maintained under this chapter.

b. Making a joint examination or investigation.

c. Holding a joint administrative hearing.

d. Filing and prosecuting a jeoint civil or administrative
proceeding.

e. Sharing and exchanging personnel.

£f. Sharing and exchanging information and documents
subject to restriction of confidentiality in section 502.603,
subsection 1.

g. Formulating, in accordance with chapter 174, rulies or
proposed rules on matters such as statements of policy, guide-
lines, and interpretive opilinions.

Sec. 33. Section 502.604, Code 1991, is amended %o read as
follows:

502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS.

Whenever If it appears to the administrator that any a
person has engaged or is about to engage iz any an act or
practice constituting a violation of any-previszen-of this

chapter or any rule or order hereunmder adopted or issued

pursuant to this chapter, the administrator may do either or

both of the follewing:

1. Issue an order directed at any-suech the person
requiring suen itne person to cease anc desist from engaging in
such act or practicer-or.

2. Bring an action in the district court to enjoin the

acta-er-practices act or practice and to enfcrce compliance
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with this chapter or any a rule or order hereunder zdopted cr

issued pursuant to this chapter. Upon a proper showing a

permanent or temporary iniuncticn, restraining crcer, or writ
of mandamus shall be granted and a receiver or ccnser
be appointed for the defendant c¢r the defendant's as

addition, upon a proper showing by the administrator, the

of rescission, resticuvicn, or

court may enter an c¢rdé
e

er
disgorgement directed at any person who has 2rgeged in an

[w7]
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constiltuting a viclation of thnis chapter, or a ru.e or ordeg
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adopted or issued pursuant to thnis chapter. The administrator

shall not be required to post a bond.
Sec. 34. NEW SECTION. 502.504A COURT ACTION.
If a person fails or refuses to file any statement or

report or to produce any books, papers, corresponde:nce,
memoranda, agreements, or other documents or records, or to

obey any subpcena issued by the administrator, the

administrator may refer the matter to the attorney general,
who, after notice, may apply to a district court to enforce
compliance. The court may order any or all of the following:

1. Injunctive relief, restricting or prohibiting the offer
or saie of securities.

2. Revocation or suspension of any license or registra-
tion.

3. Production of documents or records, including but nct
limited to books, papers, correspondence, memoranda, OrI
agreements,

4. Such other relief as mav be required.

Such an order shall be effeciive until the person files the
statement or report or produces the documents requested, or
obeys the subpoena.

Sec. 35. Section 502.609, subsection 1, unnumbered para-
graph 1, Code 1991, is amended to read as foclicws:

Every appiicant for registration under this chapter, and
every issuer which proposes tc offer a security in this state
threugh-any-persen-ackting-as-agent, shall file with the
administrator, in such form a3 the administrator by rule
prescribes, an irrevocable consent appointing the

lce Lo be

n

administrator or the administrator's successor in of

rh

such person's attorney :to receive service of any lawiul
process in any noancrimiral suit, actior or proceeding against
SuCh person or the successor, execuhtor or administratcy of
such perscen Wwhich arises under this chapter or any rule or
order nereunder after the consent has peen filed, with the

same validity as if served perscnally on the person £iling the

_16-
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consent. The consent need not be filed by a person who has

filed a consent in connection with a previous reglstration
which is then in effect. Service may be made by ieaving a
copy of the process in the office of the administrator, but it
is not effective unless the plaintiff, including the
administrator when actirg as such,

36. Section 502.210, Code 1991, is

Sec. repealed.
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COMMERCE/INSURANCE DIVI-
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Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays
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A BILL FOR

An Act relating to securities by requlating transactions

involving securities and regulating persons engaged in

businesses related to the issuance or trading of securities,
and providing penalties.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 502.102, subsection 4, paragraph c,
Code 1991, is amended by striking the paragraph and inserting
the following:

c. A bank when acting on 1its own account or when exer-
cising trust or fiduciary powers permitted for banks under
applicable state or federal laws and regulations providing for
the organization, operation, supervision, and examination of
such banks;

Sec. 2. Section 501.102, subsection 4, paragraph d, Code
1981, is amended by striking the paragraph.

Sec. 3. Section 502.102, subsection 7, paragraph b, Code
1991, is amended by striking the paragraph and inserting in
lieu thereof the following:

b. With respect to a fractional undivided interest in an
0il, gas, or other mineral lease or in payments out of pro-
duction under a lease, right, or royalty, the term "issuer"”
means the owner of an interest in the lease or payments out of
production under a lease, right, or royalty, whether whole or
fractional, who creates fractional interests for the purpose
of sale.

Sec. 4. Section 502.102, subsection 12, Code 19931, is
amended to read as follows:

12. "Security" means any note; stock; treasury stock;
bond; debenture:; evidence of indebtedness; certificate of
interest or participation in a profit sharing agreement;
collateral trust certificate; preorganizatioﬁ certificate or
subscription; transferable share; investment contract; voting
trust certificate; certificate of deposit for a security:;
ecerrificate-of-interest-or-partrerpatron-rn-an-ort;-gas-or
mining-t:tte-or fractional undivided interest in an o0il, gas,

or other mineral lease or in payments out of production under

such a etete-eor lease, right, or rovalty; or, in general, any

interest or instrument commonly known as a "security", or any
certificate of interest or participation in, temporary or
interim certificate for, receipt for, guarantee of, or warrant

_l_
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or right to subscribe t¢o or purchase, any of the foregoing.

"Security" does not include a-time-share-intervat-as-defined
tm-seccron-557A&+2-or an insurance or endowment policy or
annuity contract under which an insurance company promises to
pay money either in a lump sum or periodically for life or for
some other specified period.

Sec. 5. Section 502.202, subsection 3, Code 1991, 1is
amended to read as follows:

3. Any security issued by and representing an interest in
or a debt of, or guaranteed by, any bank organized under the
laws of the United States, or any bank, savings-instieutiens;
or trust company organized and supervised under the laws of
this state.

Sec. 6. Section 502.202, subsection 10, Code 1991, is
amended by striking the subsection and inserting in lieu
thereof the following:

10. Commercial paper which is a promissory note, draft,
bill of exchange, or banker's acceptance which satisfies the
following criteria:

a. It evidences an obligation to pay cash within nine
months after the date of issuance, exclusive of days of grace.

b. It is issued in denominations of at least fifty
thousand dollars.,

c. It receives a rating in one of the three highest rating
categories from a nationally recognized statistical rating
organization, )

The exemption under this subsection applies to a renewal of
an obligation under this subsection which is likewise limited,
and to a guarantee of such an obligation or of a renewal.

Sec. 7. Section 502.202, subsection 11, Code 1991, is
amended to read as follows:

11. A security issued in connection with an employee stock
purchase, option, savings, pension, preofit sharing or similar
benefit plany-provided;-in-the-case-of-pians-which-are-not
quatified-under-section-40i-of-the-Iinternai-Revenue-code-and

-2-
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which-provide-for-contribution-by-empioyees;-the-adminiatraror
te-notified-in-writing-fifteen-days-before-the-inceptron-of
the-pran-of-the-tesms-of-the-ptan.

Sec. 8. Section 502,202, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 19. Any security representing a time-
share interval as defined in section 557A.2.

Sec. 9. Section 502.203, subsection 8, Code 1991, 1is
amended to read as follows:

8. An offer or sale to a bank, savings imstitutzon and
loan association, credit union, trust company, insurance

company, investment company as defined in the Investment
Company Act of 1940, pension or profit sharing trust, or other
financial institution or institutional buyer, or to a broker-
dealer, whether the purchaser is acting for itself or in a
fiduciary capacity. However, the administrator, by rule or
order, may grant this exemption to a person or class of
persons based upon the factors of financial sophistication,
net worth, and the amount of assets under investment.

Sec. 10, Section 502.203, subsection 11, Code 1991, is
amended by striking the subsection and ilnserting in lieu
thereof the following: ‘

11. Any transaction pursuant to an offer to existing
security holders of the issuer, including persons who at the
time of the transaction are holders of convertible securities,
nontransferable warrants, or transferable wafrants,-
exercisable within not more than ninety days of their is-
suance, 1if:

a. A commission or other remuneration (other than a
standby commission) is not paid or given directly or in-
directly for soliciting a security holder in this state; or

b. The issuer first files a notice specifying the terms of
the offer and the administrator dcoces not by order disallow the
exemption within the next ten days.

Sec. 1l1. Section 502.203, subsection 13, paragraphs a

-3-
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through d, Code 1991, are amended by striking the'paragraphs
and inserting in lieu thereof the following:

a. The securities to be distributed are registered under
the Securities Act of 1933 before the consummation of the
transaction; or

b. The securities to be distributed are not required to be
registered under the Securities Act of 1933, written notice of
the transaction, a filing fee of fifty dollars, and a copy of
the materials by which approval of the transaction will be
solicited, are given to the administrator at least ten days
before the consummation of the transaction, and the adminis-
trator does not disallow, by order, the exemption within the
next ten days.

Sec. 12. Section 502,203, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. The offer or sale of securities by a
small business investment company under the federal Small

Business Investment Act of 1958 if:

a. The securities are offered or sold in compliance with
17 C.F.R. §§ 230.601 through 230.610a; and

b. The issuer has filed with the administrator the
offering document to be used in connection with the offer and
sale of the securities not later than the first use of the
offering document in this state, the issuer has filed with the
administrator a copy of the notification of form "1-E"
required by 17 C.F.R. § 230.604 to be filed with the federal
securities and exchange commission, and the issuer has paid
the administrator a fee of one hundred dollars.

Sec. 13. Section 502.206, subsection 3, unnumbered para-
graph 1, Code 1991, is amended to read as follows:

A Unless waived by a registrant, a registration statement

under this section automatically becomes effective at the
moment the federal registration statement or notification
becomes effective if:

Sec. 14, Section 502.208, subsection 2, Code 1991, 1is
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amended to read as follows:

2. a. Every person filing a registration statement shall
pay a filing fee of one-tenth of one percent of the maximum
aggregate offering price at which the registered securities
are to be offered in this state;~but. Except as provided in

paragraph "b", the fee shall in no case be less than fifty

dollars or more than one thousand dollars.

b. A face-amount certificate company, an open-end
management company, ©or a unit investment trust, as defined in
the Investment Company Act of 1940, may register an indefinite

amount of securities under a registration statement. The

registrant, at the time of filing, may pay the maximum fee of

one thousand dollars, or may pay a fee of two hundred fifty
dollars and within ninety days after the end of each fiscal

vear during which its registration statement is effective and

within ninety days after the regilstration is terminated do one

of the following:

(1) Pay an additiocnal fee of one thousand two hundred
£ifty dollars.

(2) File a report on a form that the administrator by rule

adopts, reporting sales of securities to persons within this
state during the fiscal vyear, and pay an additional filing fee

of one-tenth of one percent of the maximum aggregate offering
price at which the registered securities were offered in this

state. However, the fee in no case shall be more than one
thousand two hundred fifty dollars.

c. When a registration statement is withdrawn before the
effective date or a pre-effective stop order is entered under
section 502.209, the administrator shall retain the fee.

Sec. 15. Section 502,208, subsection 9, Code 1991, is
amended by striking the subsection and inserting in lieu

thereof the following:

9, a. A registration statement shall remain effective for
one year from its effective date unless it 1s extended by rule
or order of the administrator. All outstanding securities of
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the same class as a registered security are considered to be
registered for the purpose of any transaction by or on behalf
of a person who is not the iséuer, and who is not in control
of the issuer or controlled by the issuer or under common
control with the issuer, so long as the registration statement
is effective, unless otherwise prescribed by order. A
registration statement may not be withdrawn after its
effective date if any of the securities has been sold in this
state, unless permitted by rule or order of the administrator.
A registration statement is not effective during the time a
stop order is in effect under section 502.209. A registration
statement which never became effective may.be withdrawn
without prejudice to the issuer upon request and for good
cause as determined at the discretion of the administrator.

b. During the effective period of a registration
statement, the administrator may by rule or order require the
person who filed the registration statement to file reports,
not more often than quarterly, to keep reasonably current the
information contained in the registration statement and to
disclose the progress of the cffering. If any of the
securities registered has been sold in this state, the
administrator may by rule or order extend the period for
filing the reports for an additional period not exceeding two
years from the date the registration became effective or from
the date of its last amendment or extension.

Sec. 16, Section 502.209, subsection 1, Code 1991, is
amended by adding the following new paragraph:

NEW PARAGRAPH. j. The applicant or registrant has
abandoned the registration statement. The administrator may
enter an order under this paragraph if notice is sent to the
applicant or registrant, and either the administrator fails to
receive a response from the applicant or registrant, or action

is not taken by the.applicant or registrant within the time
specified by the administrator.
Sec. 17. Section 502.301, subsection 1, Code 1991, is

-5-
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amended to read as follows:

1. It is unlawful for any person to transact business in
this state as a broker-dealer or agent unless at least one of

the following conditions is satisfied:

a. The person is registered under this chapter.

b. The person is a broker-dealer who has no place of
business in this state and the broker-dealer satisfies one of

the following requirements:

(1) The broker-dealer effects transactions 1in thils state
exclusively with or through the issuers of the securities
involved in the transaction, other broker-dealers, banks,
trust companies, insurance companies, or investment companies
as defined in the Investment Company Act of 13940, pension or

profit sharing trusts, or other financial institutions or

institutional buyers, whether acting for themselves or as

trustees;
(2) During any period of twelve consecutive months the

broker-dealer does not effect transactions in this state in

any manner with more than three persons other than those
specified in subparagraph (1), whether or not the offeror or

any of the offerees is then present in this state; or

(3) The administrator designates the broker-dealer as

exempt from these requirements by either rule or order.
Sec. 18. Section 502.302, subsection 1, Code 1991, is
amended to read as follows:

1. A broker-dealer or agent may obtain an initial or
renewal license by filing with the administrator, or an
organization which the administrator by rule designates, an
application together with a consent to service of process
pursuant to section 502.609 and the appropriate filing fee.
The application shall contain the information the
administrator requires by rule concerning the applicant's form
and place of organization, proposed method of doing business
and financial condition, the qualifications and experience of
the applicant, including, in the case of a broker-dealer, the

-7-
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qualifications and experience of any partner, officer,
director or controlling person, any injunction or
administrative order or conviction of a misdemeanor involving
securities and any conviction of a felony, and any other
matters which the administrator determines are relevant to the
application. If no denial order is in effect and no
proceeding is pending under section 502.304, registration
becomes effective at noon of the thirtieth day after an a
completed application or an amendment completing the

application is filed, unless waived by the applicant. The

administrator may by rule or order specify an earlier
effective date and-may-by-order-defer-the-effective-date-uneii
neon-of-the-thirtieth-day-afrer-the-£fiting-of-an-amendment.
Regratration-of-a-broker-deater-antomaticatiy-constitntes
registration-of-an-agent-named-in-the-appiication-or
amenéments-to-the-appitcation-who-is-a-parenes;-officar-or
director;-or-who-ts-a-person-cceupytng-a-simiiar-status-or
performing-simsiar-£fnnceionss

Sec. 19. Section 502.302, subsection 2, Code 1991, is
amended to read as follows:

2. Every applicant for initial or renewal registration as
a broker-dealer shall pay a filing fee of two hundred dollars.
Every applicant for initial or renewal registration as an
agent shall pay a filing fee of twenty thirty dollars. A
filing fee is not refundable. )

Sec. 20, Section 502,302, subsection 5, unnumbered
paragraph 1, Code 1991, is amended to read as follows:

Every Except as provided in this subsection, a broker-

dealer and every an issuer who employs agents in connection
with any security or transaction not exempted either by
section 502.202 or section 502.203, shall file and maintain
with the administrator a bond conditioned that the broker-
dealer or issuer shall properly account for any moneys or
securities received from or belonging to another and shall
pay., satisfy, and discharge any judgment or decree that may be

..8._
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rendered against such broker-dealer or issuer in a court of
competent jurisdiction in a suit or action brought by a
purchaser or seller of securities against such broker-dealer
or lssuer in which it shall be found or adjudged that such
securities were sold or purchased by the broker-dealer or
issuer in violation of this chapter. Such bond may be drawn
to cover the original license and any renewals thereof, and
may contain a provision authorizing the surety therein to
cancel upon thirty days' notice tc the principal and the
administrator. A broker-dealer who is a member of the

securities investor protection corporation is not required to

furnish a bond.

Sec. 21. Section 502.303, subsection 4, Code 1991, is
amended to read as follows:

4. The administrator shaii may make periedie examinations,

within or without this state, of the business and records of
each registered broker-dealer, at the times and in the scope
as the administratcor determines. The examinations may be made
without prior notice to the broker-dealer. The administrator
may copy all records the administrator feels are necessary to
conduct the examination. The expense reascnably attributable
to an examination shall be paid by the broker-dealer whose
business is examined, but the expense so payable shall not
exceed an amount which the administrator by rule prescribes.
For the purpose of avoiding unnecessary duplication of
examinations, the administrator may co-operate with securities
administrators of other states, the securities and exchange
commission, and any national securities exchange or naticnal
securities association registered under the Securities
Exchange Act of 1934. The administrator shall not make public
the information obtained in the course of examinations, except
when a duty under this chapter requires the administrator to
take action regarding a broker-dealer or to make the
information available to one of the agencies specified in this
section, or except when the administrator is called as a

-9-
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witness in a criminal or c¢ivil proceeding.

Sec. 22. Section 502.304, subsection 1, unnumbered
paragraph 1, Code 1991, is amended to read as follows:

The administrator may by order deny, suspend, or revoke a
registration or may censure, an-appticant-or-registrant-or-may
impose a civil penalty upon, or bar an applicant, registrant,

or any officer, director, partner, or person occupying a

similar status or performing similar functions for a

registrant. A person barred under this subsection may be

prohibited by the administrator from employment with a
registered broker~-dealer., The administrator may restrict the

person barred from engaging in any activity for which

registration is required. Any action by the administrator

under this subsection may be taken if the order is found to be
in the public interest and it is found that the applicant or

registrant or, in the case of a broker-dealer, a partner, an
officer, or a director, a person occupying a similar status or
performing similar functions, or a person directly or
indirectly controlling the broker-dealer:

Sec. 23, Section 502.304, subsection 1, paragraph 4, Code
1991, 1is amended to read as follows:

d. Is permanently or temporarily enijoined by any court of
competent jurisdiction from engaging in or continuing any
conduct or practice involving any aspect of the securities,
insurance, or commodities business;

Sec. 24. Section 502.304, subsection 1, paragraph f, Code
1991, is amended by striking the paragraph and inserting in

lieu thereof the following:

£. Is the subject of an adjudication or order entered
after notice and opportunity for hearing, within the past ten
years by a securities or commodities agency, an administrator
of another state, or a court of competent jurisdiction, that
reflects that the person has violated the Securities Act of
1933, the Securities Exchange Act of 1934, the Investment
Advisers Act of 1940, the Investment Company Act of 1940, or

_10_
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the Commodity Exchange Act, a securities or commodities law of
any other state, or a United States postal service fraud
order. However, the administrator may not do either of the
following:

(1) Institute a revocation or suspension proceeding under
this paragraph more than one year from the final agency order
relied on or, if the order has been appealed, the final court
decision.

(2) Enter an order under this paragraph on the basis of an
order under another state law unless that order was based on
facts which would currently constitute a2 ground for an order
under this section.

Sec. 25. Section 502.304, subsection 1, paragraph j, Code
1991, is amended to read as follows:

j. %f-a-broker-deater;-:t-has Has failed reasonably to
supervise its-agents an agent or employee.

Sec. 26. Section 502.304, subsection 1, Code 1991, is
amended by adding the following new paragraphs:

NEW PARAGRAPH. k. Has been denied the right to do
business in the securities industry, or the person's authority
to do business in the securities industry has been revoked for

cause by another state, federal, or foreign governmental
agency or by a self-requlatory organization,

NEW PARAGRAPH. 1, Has been the subject of a final order
in a criminal, civil, injunctive, or adminisgrative action for

securities, commodities, or fraud-related violations of the
law of this state or another state, federal, or foreign
governmental unit.

Sec. 27. Section 502.304, subsection 2, Code 1991, is
amended to read as follows:

2. The administrator may not institute a suspension or
revocation proceeding under subsection 1, paragraphs "c"
through "f", on the basis of a fact known to the administrator

when registration became effective unless the proceeding is

instituted within thirty sixty days after the effective date.

-1l1- -
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Sec. 2B, Section 502.304, subsection 7, Code 1991, is

amended to read as follows:
7. A civil penalty levied under subsection 1 shall not
exceed two-hunmdred-fifey one thousand dollars per violation

per person ner-ten and shall not exceed one hundred thousand

dollars in a single proceeding against any one person, All
adminiscrative fines received shall be deposited in the state
general fund of the state.

Sec. 29. Section 502.603, subsection 2, Code 1991, is
amended to read as follows:

2. a. For the purpose of any investigation or proceeding

under this chapter, the administrator or any officer
designated by the administrator may administer oaths and

affirmations, subpoena witnesses, compel their attendance,
take evidence, and require the production of any books,
papers, correspondence, memoranda, agreements or other
documents or records which the administrator deems relevant or
material to the inquiry, all of which may be enforced in
accordance with the-fswa-administrative-proecedure-Aet chapter
17A.

b. The administrator may 1ssue and bring an action in
district court to enforce subpoenas in this state at the
request of a securities agency or administrator of another
state, if the activity constituting an alleged violation for
which the information is sought would be a violation of this

chapter had the activity occurred in this state.
Sec. 30. NEW SECTION. 502.603A COOPERATION WITH OTHER

AGENCIES.
1. To encourage uniform interpretation and administration

of this chapter and effective securities regulation and en-
forcement, the administrator may cooperate with the securities
agencies or administrators of any state, Canadian province or
territory, another country, the securities and exchange com-
mission, the commodity futures trading commission, the
securities investor protection corperation, any self-

-12_
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requlatory organization, any national or international
organization of securities officials or agencies, and any
governmental law enforcement or regulatory agency.

2. The cooperation authorized by subsection 1 may include,
but is not limited to, the following:

a. Establishing a central depocsitory for licensing or
registration under this chapter and for documents or records
required or allowed to be maintained under this chapter.

b. Making a joint examination or investigation.

¢. Holding a joint administrative hearing.

d. Filing and prosecuting a joint civil or administrative
proceeding,

e. Sharing and exchanging personnel.

f. Sharing and exchanging information and documents
subject to restriction of confidentiality in section 502.603,
subsection 1.

g. Formulating, in accordance with chapter 17A, rules or
proposed rules on matters such as statements of policy, guide-
lines, and interpretive opinions.

Sec. 31. Section 502.604, Code 1991, is amended to read as
follows:

502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS.

Whenever If it appears to the administrator that any a
person has engaged or is about to engage in any an act or
practice constituting a violation of any-prevision-of this
chapter or any rule or order hereunger adqptéa or issued

pursuant to this chapter, the administrator may do either or
both of the following:
1. 1Issue an order directed at any-such the person

requiring sueh the person to cease and desist from engaging in
such act or practice;-er.

2. Bring an action in the district court to enjoin the
acts or practices and to enforce compliance with this chapter
or any & rule or order hereunder adopted or issued pursuant to

this chapter. Upon a proper showing a permanent or temporary

-13-
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injunction, restraining order, or writ of mandamus shall be
granted and a receiver or conservator may be appointed for the

defendant or the defendant's assets. In addition, upcon a

proper showing by the administrator, the court may enter an

crder of recission, restitution, or disgorgement directed at

any person who has engaged in an act constituting a violation

of this chapter, or a rule or order adopted or issued pursuant
to this chapter. The administrator shall not be required to

post a bond.
Sec. 32. NEW SECTION. 502.604A COURT ACTION.
If a person fails or refuses to file any statement or

report or to produce any books, papers, correspondence,
memoranda, agreements, or other documents or records, or to
obey any subpoena issued by the administrator, the
administrator may refer the matter to the attorney general,
who, after notice, may apply to a district court to enforce
compliance, The court may order any or all of the following:

1. Injunctive relief, restricting or prohibiting the offer
or sale of securities.

2. Revocation or suspension of any license or registra-
tion.
3. Production of documents or records, including but not

limited to books, papers, correspondence, memoranda, or
agreements.

4, Such other relief as may be required.

Such an order shall be effective until the person files the
statement or report or produces the documents requested, or
obeys the subpoena.

Sec. 33. Section 502.609, subsection 1, unnumbered para-
graph 1, Code 1991, is amended to read as follows:

Every applicant for registration under this chapter, and
every issuer which proposes to offer a security in this state
through-any-person-aeting-as-agent, shall file with the
administrator, in such form as the administrator by rule
prescribes, an irrevocable consent appointing the

-14-
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administrator or the administrator's successor in office to be
such person's attorney to receive service of any lawful
process in any noncriminal suit, action or proceeding agalnst
such person or the successor, executor or administrator of
such person which arises under this chapter or any rule or
order hereunder after the consent has been filed, with the
same validity as if served personally on the person filing the
consent. The consent need not be filed by a person who has
filed a consent in connection with a previous registration
which is then in effect. Service may be made by leaving a
copy of the process in the office of the administrator, but it
1s not effective unless the plaintiff, including the
administrator when acting as such,

Sec. 34. Section 502.210, Code 1991, is repealed.

EXPLANATION

This bill amends chapter 502 relating to the regulation of
securities, by doing the following:

Section 1 amends a provision defining persons regulated as
broker-dealers, by providing that a bank is not considered a
broker-dealer when acting on its own account or exercising
trust or fiduciary powers.

Section 2 removes the exemption from the definition of
broker dealer which includes out-of-state issuers of
securlties, other broker-dealers, banks, savings institutlons,
trust companies, insurance companies, investment companies,
pension or profit-sharing trusts, or other ffnanc;al
institutions. These persons are exempted from registration
requirements under section 17 of the bill.

Section 3 amends the definition of "issuer" to delete an
exclusion from regulation for issuing a type of security which
is an interest in oil, gas, or mineral leases.

Section 4 amends the definition of "security" to rewrite
the provision to include a type of security which is an
interest in o0il, gas, or mineral leases.

Section 5 amends a provision exempting from regulation

«~16-
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certain securities issued by institutions. The bill
eliminates a reference to "savings institutions". The chapter
retains the exemption for securities issued by banks, credit
unions, and savings and loan associations.

Section 6 amends a provision exempting from certain
regulations, securities which are commercial paper. The bill
rewrites this exception to apply to promissory notes, drafts,
bills of exchange, and banker's acceptances. The commercial
paper must evidence an obligation to pay within nine months
after the date of issuance, must be issued in denominations of
at least $50,000, and must receive a rating in one of the
three highest rating categories from a nationally recognized
statistical rating organization.

Section 7 amends a provision exempting from certain
regulations, securities which are connected to an employee

stock purchase, savings, pension, profit sharing, or a benefit
plan. The bill eliminates a provision requiring that certain

of these securities must be filed with the administrator.

Section 8 exempts from certain regulations, securities
having a time-share interval.

Section 9 amends a provision which exempts from certain
regulations transactions involving securities. The current
provision exempts transactions involving savings institutions.
The bill replaces the term "savings institution" with the term
"savings and loan association." The bill also exempts similar
transactions by credit unions.

Section 10 amends a provision which currently exempts from
certain regulations transactions involving the conversion of
securities, the exercise of nontransferable rights, the
purchase of securities pursuant to preemptive rights, and a
sale for cash in connection with a stock dividend. This bill
rewrites the provision to exempt transactions with persons who
are holders of convertible securities, nontransferable
warrants, and transferable warrants exercisable within a time

certain. The bill limits the amount of a paid commission or

-16_




requires the issuer to file a notice with the administrator.

Section 11 amends a provision which exempts from certain
regulations transactions incident to a vote by security
holders or written consent of security holders which involves
company management, including stock reclassification, reverse
stock splits, mergers, or the transfer of assets. The
provision establishes requirements relating to filing
documents relating to the acticn. The bill replaces filing
procedures, by providing filing may be eliminated if the
securities are registered with the federal government. If the
securities are not registered, a written notice of the
transaction and a filing fee of $50 must be submitted to the
administrator.

Section 12 adds a new exemption for transactions involving
the sale of securities by small business investment companies
made under the federal Small Business Investment Act of 1958,

Section 13 provides that a registrant may have the
automatic effectiveness of a registration statement.

Section 14 provides an alternative method of registering
securities. The section also provides for alternative methods
of paying registration fees.

Section 15 provides for the effectiveness of a registration
statement. A statement which has not become effective may be
withdrawn by the applicant. The bill provides that the
administrator may require the person filing a registration
statement to file quarterly reports. .

Section 16 amends a provision relating to denial,
suspension, and revocation of registration under the chapter.
The bill provides that the administrator may take action under
the section if the applicant or registrant has abandoned a
registration statement.

Section 17 amends a provision which provides for
registration requirements. The bill provides that a person
who previously was exempt from the definition of broker-
dealer, is now exempt from registration requirements. The

-17-
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exemption was removed from the definition of broker-dealer in
section 2 of the bill.

Section 18 provides that a complete filing is necessary
before registration procedures may be initiated. A registrant
may waive the automatic effectiveness of the registration.

The bill eliminates a provision specifying that registration
of a broker-dealer automatically constitutes registration of
an agent named in the application.

Section 19 provides that a $30 fee is required for an
applicant for an initial or renewal registration as an agent
of a broker-dealer is required to pay.

Section 20 amends a provision requiring broker-dealers and
issuers to file a bond. The bill provides that a broker-
dealer who is a member of the Securities Investor Protection
Corporation is not required to furnish the bond.

Section 21 amends a provision which requires the
administrator to make periodic examinations of registered
broker-dealers. The bill provides that examinations are

performed according to the discretion of the administrator.

Section 22 amends a provision which provides that the
administrator may take action against a registrant or deny
registration to an applicant. This bill provides that the
administrator may bar an applicant, registrant, or any
officer, director, partner, or person occupying a similar
status or performing similar functions for a registrant. The
bar may prohibit a person from being employed in the business
of a broker-dealer or restrict the types of activities that
the person may perform.

Section 23 provides that the administrator may take
disciplinary action or deny an application, if a person
referred to in section 22 of the bill has been enjoined from
conducting aspects of the insurance or commodities business.

Section 24 amends current law which provides that the
administrator may take disciplinary action or deny an
application, if a person is the subject of a disciplinary

_18_
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order entered within the past five years by a securities
administrator of another state, or 1s subject to a
disciplinary order by the securities and exchange commission,
or the United States post office, This bill provides that
administrative action against a person referred to in section
22 of the bill may depend upon an adjudication or order within
the past 10 years which is rendered by a securities or
commodities agency, an administrator of another state, or a
court of competent jurisdiction, That adjudication or order
must reflect a violation of a federal securities or
commodities statute, a securities or commodities violation of
another state, or an order by the United States post office.

Section 25 provides that a disciplinary action may be taken
against a broker-dealer who has failed to reasonably supervise
an employee.

Section 26 provides that a disciplinary action or action
denying registration may be based on a person having been
denied a right to do business in the securities industry or
the revocation of such right by an authority in another state,
the federal government, a foreign government, or a self-
regulatory organization. The action may also be based on a
final order in a criminal, civil, injunctive, or
administrative action relating to securities or commodities
violations or fraud.

Section 27 amends a provision which limits the
administrator's discretion to institute a suspension or
revocation proceeding on the basis of a fact known to the
administrator when the registration became effective., The
bill provides that the limitation does not apply to material
falsehoods or omissions in applications, willful violations of
the securities law, dishonest conduct, insolvency, lack of
qualifications, or failure to supervise agents or employees.
The bill also lengthens the time for instituting such a
proceeding from 30 to 60 days.

Section 28 raises the amount of a civil penalty that can be
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assessed agailnst a person disciplined by the administrator.
The penalty is raised from $250 to $1,000 per violation, and
from $10,000 to $100,000 per proceeding.

Section 29 provides that the administrator may issue and
apply to enforce subpoenas at the request of a securities
agency of another state.

Section 30 provides that the administrator may cooperate
with securities agencies or administrators of different
states, countries, the federal goverament, or regulatory

organizations.

Section 31 provides that a court may enter an order of

recission, restitution, or disgorgement directed at a person
who has engaged in an act constituting a violation of the
chapter, or a rule or order adopted or issued pursuant to the
chapter.

Section 32 provides that a court may take action against a
person who fails to file statements or reports under the
chapter, or to produce materials under a subpoena., The court
order may grant injunctive relief, suspend or revoke a license
or registration, order the production of documents, or grant
other relief as necessary.

Section 33 amends a provision providing that issuers
prooposing to offer securities through an agent must file
consent of process with the administrator. The bill provides
that all issuers must file consent of process.

Section 34 repeals a section which prohibits securities
from being registered if the aggregate offering price of all
securities of the issuer which 1s sold as part of a single
issue is in reliance upon an exemption from federal
registration requirements and exceeds certain dollar amounts.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

This bill is intended to streamline securities regulation
in the state of Iowa, clarify questions of interpretation, and
provide better enforcement powers. This bill relates to
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securities registration exemptions, securities brokerage
firms, amends statutory definitions, provides for annual
registrations, provides, for alternative £iling fee
arrangements for investment companies, expands the reasons and
types of sanctions over licensees, and establishes greater
cooperation with other agencies. Commended by and seen as
very beneficial to the industry are the elimination of the
surety bond requirement where federal insurance exists, and
the deletion of a dollar limit on which in-state companies may
raise without making a federal filing,
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SENATE PILE 520

AN ACT
RELATING TO SECURITIES BY REGULATING TRANSACTIONS INVOLVING
SECURITIES AND REGULATING PERSONS ENGAGED IN BUSINESSES
RELATED TO THE ISSUANCE OR TRADING Of SECURITIES, AND PRO-
VIDING PENALTIES.

BE IT EWACTED BY THE GEMNERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Sectlon 79.17, Code 1991, (s amended to read as
tollowa:r

79.17 ADDITIONAL PAYROLL DEDUCTIONS,

1. For the purposes of purchasing insurance and at the
request of two hundred fifty or more state offlcecrs or
employees, the state officer in charge of the payroll system
ghall deduct from the wages or salarles of the state offlicers
or employees an amount specitied by each of the offlcers or
employees for payment to any insuranee company authorlized to
do business in this state 1f the following condltlons are met:

a. The request for the payroll deduction ls made in
writing to the officer in charge of the payroll system,

b, The pay period durlng which the deduction is made, the
frequency, and the amount of the deductlon are compatible with
the payroll syatem,

c. The insurance coverage is not provided by the state.

2. The moneys deducted under this section shall be paid
promptly to the insseance company deaignated by the state
officers or employees, The deduction may be made even though
the compensation pald to an officer or employee is reduced to
an amount below the minimum prescribed by law. Payoent to an
officer or employee of compensation less the deduction shall
constitute a full discharge of claims and demands for services
rendered by the officer or employee durlag the perlod covered
by the payment. The reguest for the deduction ray be
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withdrawn at any time by filing a written notlficatlon of
withdrawal with the state officer in charge of the payroll
system,

fec. 2. Section 262.21, Code 1991, is amended to read as
Eollows:

262,21 AMNUITY CONTRACTS.

At the request of an employee through contractual ageeement
the board may arrange for the purchase of group or individual
annuity contracts for any of its employees From any company
the employee chooses that ls authotized to do business in this
gtate, ot the board may arrange for the purchase of an
fndividual mutual €und contract from any company the employee

chooses from a hroker-dealer, salesperson, or mutual fund

registered in this state, for retirement or other purposes,
and may make payroll deductions in accordance with the
arrangements for the purpoge of paylng the eatire premium due
and to become due under the contract. The deductions shall be
wade in the manner which will qualify the annuity premiums Eor
the benefits under sectlion 403b of the Internal Revenuse Code,
ag defined 1n section 422.3. The employee's rights under the
annulty contract are nonforfeitable except for the failure to
pay premiums,

Whenever an existing tax-sheltered annuity contract is to
be replaced by a new contract the agent or representative of
the company shall submit a letter of intent to the company
belng replaced, to the insurance commissioner of the-state-af
¥owa lnsurance, and to the agent's or representative's ouwn
company at least thirty days prior to any action. Each
required letter of intent shall be sent by registered mail.
This letter of intent shall contain the policy number and
description of the contract being replaced and a description
of the ceplacement contract,

Sec. 3. S8ection 502.102, subsection 4, paragraphs c and d,
Code 1991, are amended by striking the paragraphs and
ingerting the following:
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c, A bank when acting on {ta own account or when exer-
cleing trust or fiduclary powers permitted for banks under
appllicable state or federal laws and regulatlons providing for
the organizatlon, operation, supervision, and examlination of
such bankst

d. An insurance company which effects transactions in its
OoWwn accCounts;

Sec. 4. Section 502.102, saubsection 7, paragraph b, Code
1991, is amended by striking the paragraph and insecting in
liey thereof the following:

b, With regpect te a fractional undivided interest in an
ell, gas, or other mineral lease or in payments out of pro-
duction under a lease, right, or royalty, the term “issuec"
means the owner of an interest in the lease or payments out of
productlon under a lease, right, ot royalty, whethetr whole or
Eractlonal, who creates fractional interests Eor the purpose
of male,

Sec. 5. Section 502.102, subsection 12, Code 199], ie
amended to read as follows:

12. "Securlty"” means any note; stock; treasury stock:
bond: debenture; evidence of Indebtedness; certiflcate of
interest or participation in a profit sharing agreement:
collateral trust cectificate; preorganization certificate or
subscription: transferable share: investment contract; voting
trust certiflcate; certitlcate of deposit for a security;
cercificate-of-tnterest-or-participation-tn-an-okir-gas-er
mintng-tieke-or fractional undivided interest in an ol}, gas,
or other mineral lease or in payments out of production under
such a tttie-or lease, right, or royalky: ot., in general, any
interest or instrument commonly known as a "“security™, or any
cettificate of interest or partlcipation In, temporary or
interim cectiticate €or, receipt for, quatantee of, or warrant
ot right to subscrlbe to or purchase, any of the foregoing.
“Securlty” does not lnclude a-time-share-intervai-as-defined
tn-seetion-553Ac2-or an Insurance or endowment palicy or
annuity contract under which an insurance company promises to
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pay roney elther in a lump sum or periodlcally for life or tor
some other apecified pericd.

Sec. 6. Section 502.202. subsection 3, Code 1991, is
amended to read as follows:

3. Any securilty issued by and representing am intecest in
or a debt of, or guaranteed by, any bank organized under the
laws of the United States, or any bank, savinga-inatitubisn;
or trust company organized and supervised under the laws of
this state,

Sec. 7. Bection 502.202, subsection 10, Code 199}, is
amended by atriklng the subsection and inserting in lieu
thereof the following:

10. Commetcial paper which is a promissory acte, draft,
bill of exchange, or banker's acceptance which satisfies the
Followlng crlterla:

a. 1t evidences an obligation tec pay cash within nine
months after the date of issuance, exclusive of days of grace.

b, It ls issued ln denominations of at least E€ifty
thousand dollars.

c. It receives a ratiang in one of the three highest rating
cateqories from a nationally recognlzed staristical rating
organlzation.

The exemption under this subsection applies to a renewal of
an obligation under this subsection which is likewlise limited,
and to a guarantee of such an obligation or of a renewal.

Sec. 8. Sectlon 502.202, subsection 11, Code 1991, is
amended to read as follows:

11. A security igsued in connection with an employee stock
purchase, option, savings, pension, proflt sharing or similarc
benefit plany-providedr-in-the-case-ob-plans-which-ave-not
queiified-onder-nection-4Bi-of-the-internni-Revenue-gode-and
whieh-provide-for-conteibution-by-employeear-the-administravor
$a-notifted-tn-writing-fiftean-days-before-the-inception-of
the-pian-of-the-terma-of-the-pian.

Sec. 9. Sectlon 502.202, Code 1991, ls amended by adding
the following new subsection:
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MEW SUBSECTION, 19. Any secucrity representing a time-
share interval as defined in section 5574.12.

Sec. 10, Section 502.203, subsectlon 2, paragraph ¢, Code
1991, la amended to read as follows:

¢. The securlty was issued by an lssuer which has had or

currently has a class of securities reglstered under this
chapter, or wnder chapter 502 of the Code as it existed prior
to Janwary 1, 1976; or

Sec. 11, Section 502,203, subsection 8, Code 1991, is
amended to read as €ollows:

8. An offer or sale to a bank, savings insttturion and
loan assocliation, credit union, trust company, insurance
company, lnvestment company as defined in the Investrent
Company Act of 1940, pension or profit sharing trust, or other
financial iastitutlion or Llnstitutlonal buyer, or to a broker-
dealer, whether the purchaser is acting for itself or In a
fiduclary capacity. However, the administrator, by rule or
order, may grant this exemption to a person or class of
persons based upon the factors of financial sophistication,
net worth, and the amount of assets under lnvestment.

Sec. 12. Section 502,203, subsectlon 11, Code 1991, is
amended by striking the subsection and iaserting in llieu
thereof the following:

11. Any transaction pursuant to an offer to existing
securlty holdecs of the lasuer, lncluding persons who at the

time of the transaction are holders of convertible securities,
nontransferable warrants, or transferable warranta,
exerclsable within not more than ninety days of their is-
guance, if:

a, A commission or other remunecatlion [other than a
atandby commisslon) is not paid or given directly or in-
directly for soliciting a security holder in thia state; or

b. ‘The Lasuer first Files a notice specifying the terms of
the offer and the administrator does not by order disallow the
exemption within the next ten days,
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Sec. 13. Sectlon 502,203, subsection 13, paraqraphsa a
theough d, Code 1991, are amended by striking the pacagraphs
and inserting Lln lieu thereof the following:

3. The securltiea to be distributed are rcegistered under
the Securities Act of 1933 before the consummation of the
transaction; ot

b. The securities to be distributed are not required to be
registered under the Securities Act of 1933, written notice of
the transactlon, a Eiling fee of fifty dollars, and a copy of
the matertals by which approval of the transaction will be
goliciced, are given to the administrator at least ten days
before the consummation of the transaction, and the adminis-
trator does not disallow, by order, the exemptlon within the
next ten days.

Sec. 14. Sectlon 502.203, Code 199}, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. The offer or sale of securities by a
amall busalness tnvestment cormpany under the federal Small
Buginess Investment Act of 1958 1f:

a. The securities are offered or sold in compliance with
17 C.F.R. §§ 230.601 through 230.610a; and

b. The issuer has filed with the administrator the
offering document to be used in connection with the offer and
sale of the securlties not later kthan the Elrst use of the
offering document in this state, the issuer has filed with the
adminiatcator a copy of the notification of form "i-E"
required by 17 C.F.R. § 230.604 to be filed with the federal
securitlies and exchange commiasion, and the issuer has pald
the adminlatrator a fee of one hundred dollars,

Sec. 15, Section 502,206, subsection 3, unnumbeted para-
graph 1, Code 1991, is amended to read as follows:

A Unless walved by a reglstrant, a registration statement
under thla section automatically becomes effective at the
moment the federal registratlon statement or notification
becomes effective Lf:
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Sec. 16, Sectlon 502,208, subsection 2, Code 1991, is
amended to cread as follows:

2, a. Every person Eiling a registcatlion statement shall
pay a flling fee of one-tenth of one percent of the maximum
aggregate offering price at which the registered securities
are to be offered Iln this statey-but., Except as provided in

paragraph "b", the fee shall in no case be less than Eifty

dollars or more than one thousand dollars.

b. A tace-amount certiflcate company, an open-end
managedent company, or a unit investment trust, as defined in
the Investment Company Act of 1940, may cregister an indefinite
amount of securltles under & registration statement. The
registrant, at the time of filing, may pay the maximum fee of
one thousand dollars, or may pay a fee of two hundred fifty
dollars and withln ninety days after the end of each flacal
year during which its registration statement is effective and
within ninety days after the registration ls terminated do one
of the following:

(1} Pay an additlonal fee of one thousand two huyndred
tifery dollars,

(2) File a report on a form that the administrator by rule
adopts, ceporting sales of securities to persons within this
state during the fiscal year, and pay an additional Eiling fee
of one-tenth of one percent of the maximum aggregate offering
ptice at which the regletered securities were offered in this
state., However, the fee In no case shall be more than one
thousand two hundred Eifty dollars.

¢. Wwhen a reglstration etatemant is withdrawn before the
effective date or a pre-effective stop order s enteced under
section §02.209, the administrator shall retain the fee,

Sec. 17. Section 502.208, subsection 9, Code 1991, is
amended by strlking the subsection and inserting in lieu
thereof the following:

9. a. A reglatration statement shall remain effective for

one year from its effective date unless It ls extended by rule
ot order of the administrator. All outstanding securities of
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the same class as a registered security are considered to be
tegistered For the purpose of any transaction by or on behalf
of a person who i8 not the lssuer, and who is not in control
of the issuer or controlled by the lssuver or under cormon
control with the issuer, so long as the registration statement
is effective, unless otherwise prescribed by order. A
regliatration statement may not be withdrawn aftec Llts
effective date Lf any of the securltles has been sold in this
state, unless permitted by rule or order of the administrator.
A registration statement is not effective during the time a
stop order ls in effect under section 502.203. A registration
gtatement which never became effective may be withdcawn
without prejudice to the issuer upon request and for good
cause as determined at the discretion of the administrator.

b. During the effective period of a registration
statement, the administrator may by rule oc order require the
peraon who filed the reglstration statement to file reports,
not more often than quarterly, to keep reasonably current the
information contained Ln the registration atatement and to
disclose the progress of the offering, If any of the
securlties registered has been sold in this state, the
administrator may by rule ocr order extend the period for
filing the reports For an additional periocd not exceeding two
years Erom the date the registration becane effective or from
the date of lts last amendment or extension.

Sec. 18. Section 502,209, subsection 1, Code 1991, is
amended by adding the following new paragraph:

MEW PARAGRAPH. 3. The applicant or registrant has
ahandoned the registration statement., The administrator may
enter an order under thla paragraph if notice is gsent to the
applicant or reglstrant, and elther the administrator fails to
teceive a response from the applicant or registrankt, or action
is not taken by the applicant or registraant within the time
specified by the admlnlstrator.

Sec, 19. Section 502,301, subsection 1, Code 1991, is
amended to tead as follows:
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1., It 1a unlawEul €or any person to transact business in
this state am a broker-dealer or agent unless at least one of
the followling conditions is satisfied:

a. The peraon is vegistecred under this chapter, '

b, The person is a broker-dealer who has no place of
bupiness i{n this state and the broker-dealer satisfies one of
the following requirements:

{l1] The broker-dealer effects transactions in thls state
excluegively with or through the issuers of the securities
involved in the transaction, other broker-dealecs, banks,
trust companlea, insurance companies, or investment companies
as defined In the Inveastment Company Act of 1940, pension or
profit sharing trugts, or other financlal institutions or
institutional buyers, whether acting for themselves or asg
trusteen;

1{2) During any period of twelve consecutive months the
broker-dealer doesa not effect transactions in this state in
any manner wlth more than three persons other than those

specitied in shbparagraph {l), whether or not the offeror or
any of the offerees is then present in this state; or

(3) The administrator designates the broker-dealer as
exempt Erom these requirements by elther rule or order,

Sec. 20, Sectlon 502.302, subsection 1, Code 1991, is
amended to read as followg:

1. A broker-dealer or agent may obtain an initlal or
renswal llcense by filing with the administcator, or an
organization which the administrator by rule designates, an
application together with a consent to secvice of process
putsuant to eection 502.609 and the approprlate filing fee,
The appllcation shall contaln the Information the
adminlstrator reguires by cule concerning the applicant’'s form
and place of ocganization, proposed method of doing business
and financlal conditlon, the qualificationa and experlience of
the applicant, including, in the case of a broker-dealer, the
qualifications and experlence of any partner, officer,
director or controlling pecson, any Injunction or

Senate Flle 520, p. 10

administrative ocder or conviction of a misdemeanor involving
secuclties and any conviction of a felony, and any other
matters which the administrator determines are relevant to the
applicatlion. If no denial order i3 in effect and no
proceeding is pending under section 502.304, registcation
becomes effective at noon of the thictieth day after an a
completed application or an amendment completing the
application is filed, unless waived by the applicaat. The
adminlstrator may by rule or order specify an earlier

effective date and-may-by-order-defee-the-eéfective-date-until
noon-of-the-thirtteth-day-afeer-the-fiitng-af-an-amendment,
Regisvravion-of-a-broker-denter-antomaticatiy-constivnten
reqiseratton-of-an-agent-named-in-the-apptication-o¢
amendments-to-the-application-who-ts-a-pactnec;-officer-or
directory-or-who-is-a-person-secupying-a-simitar-status-or
performing-simitar-funcketonsr

Sec, 21. Sectlion 502,302, subsection 2, Code 1991, is
amended to read as follows:

2, Every appllicant for inltial or renewal reglstration as
a broker-dealecr shall pay a flling fee of two hundred dollars,
Every appllicant for inltilal or renewal registration as an
agent shall pay a filing fee of twenty thirty dollars. A
£iling fee 13 not refundable,

Sec. 22, Sectlon 502.302, subsectlon S, unnumbered
pacragreaph 1, Code 1991, ls amended to read as follows:

Svery Except as provided In this subsectlon, a brokec-
dealer and every an lssuer who employs agents in connection
with any security or transactlon not exempted either by
section 502.202 or section 502.203, shall file and malntain
wlth the adminlstrator a bond condltioned that the broker-

dealar or 1ssuer shall properly account for any moneys or
securitles ceceived from or belonging to another and shall
pay, satisfy, and dlscharge any judgment or decree that may be
rendered againat such broker-dealer or issuer in a court of
compatent jurlsdictlon in a sult or action brought by a
putchaser or seller of securitles against such brokec-dealer
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or lssuer Lln which it shall be found or adjudged that such
securitles were sold or purchased by the broker-dealer or
issuer Ln violation of thla chapter. Such bond may be drawn
to cover the original license and any renewals thereof, and
may contaln a provision authorizing the surety therein to
cancel upon thirty days® notice to the principal and the
administratoc. A broker-dealer who is a membec of the

securltles investor protection corporation is not required to
furnish a bond.

Sec. 23. Saction 502,303, subsection 4, Code L9911, is
arended to read as follows:

4. The administrator shali may make periedic examinations,
within or without this state, of the business and records of
each registecred broker-dealer, at the times and in the scope

as the administrator determines. The examinations may be made
without prlor notice to the broker-dealer. The administrator
may copy all records the administrator feels are necessary to
conduyct the examination. The expense reasonably attributable
to an examinatlion shall be paid by the broker-dealer whose
buslnesas le examined, but the expense so payable shall not
exceed an amount which the administrator by tule prescribes.
For the purpose of avoiding unnecessary duplication of
examinationa, the administrator may co-operate with securlties
adminletrators of other states, the securitles and exchange
cormiaslon, and any national securities exchange or national
securitles assocliattion registered under the Securities
Exchange Act of 1934, The administrator shall not make public
the information obtalned in the course of examinations, except
when a duty undecr this chapter requires the administrator to
take action regarding a broker-dealer or to make the
information available to one of the agencies specified in this
section, or except when the administrator is called as a
witness In a criminal or civil proceeding.

Sec., 24. Section 502.304, subsection 1, unnumbered
paragraph 1, Code 1991, is amended to read as follows:
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The administrator may by order deny, suspend, or revoke a
registration or may censure, an-appticant-or-regrstrant-oe-may
impose a civil penalty upon, or bar an applicant, registcant,
or any offlcer, director, partner, or person occupying a

similar status or pecforming similar functions for a

cegistrant., A person bacrred undec this subsection may be
prohibited by the administrator from employment with a
registered broker-dealer. The administrator may restrict the
person barred from eangaging in any activity for whigh
registration ls required. Any action by the administrator

under this subsection may be taken if the order is found to be
in the public interest and Lt is found that the applicant or
registrant or, in the case of a broker-dealer, a partner, an

offlcor, or a director, a pearson occupying a similar status or
pecforming similar functions, or a person directly or
indirectly controlling the broker-dealer:

Sec. 25. Sectlon $02,304, subsection 1, paraqraph d, Code
1991, is amended to read as follows:

d. 18 permanently or temporarily enjoined by any court of
competent jurisdiction from engaging in or continuing any
conduct or practice involving any aspect of the securities,
insurance, or commodities business;

Sec, 26. Section 502,304, subsection 1, paragraph f, Code
1991, is amended by striking the paragraph and inserting Ln
lieu thereof the following:

£. 1 the subject of an adjudication or order entered
after notice and opportunity for hearing, within the past ten
years by a securlties or cormodities agency. amn administrator

of another state, or a court of competent jurisdiction, that
reflects that the person has violated the Securities Act of
1933, the Securitiea Exchange Act of 1934, the Investment
Advisers Act of 1940, the Investment Company Act of 1940, or
the Commodity Exchange Act, a securities or cormodities law of
any other state, or a Unlted States postal service fraud
order. However, the administrator may not do either of the
following:
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{1) Institute a revocation or suspension proceedling under
this paragraph more than one year from the final agency order
telled on or, Lf the order has been appealed, the final court
declision.

{2) Enter an ocrder under this paragraph on the basis of an
order under another state law unlesas that order was based on
facts which would currently constitute a ground for an ocrder
undar thia sectlon.

Sec. 27. Section 502.304, subsection 1. paragtaph j., Code
1991, {9 ameanded to read as follows:

. #f-a-beoker-deatery-it-has Has failed reasonably to
supervise iks-agents an agent or employee.

Sec. 28. Section 502.304, subsection 1, Code 1991, is
amended by adding the following new paragraphs:

MEW PARAGRAPH. k. Has been denied the right to do
business in the securities industry, or the persaon's authority

to do business in the securities industry has been revoked for
cauae by another state, federal, or foreign governmental
agency or by a self-requlatory organizatlon.

NEW PARAGRAPH. 1., Has been the subject of a final order
in a criminal, civil, injunctive, or administrative action tor
gacurltles, commodities, or fraud-related violations of the
lawe of thla state or another state, federal, or foreign
governmental unlt.

Sec. 29, Sectlon 502.304, subsection 2, Code 1991, ls
amended to read as follows:

2, The administrator may not instikute a suspension or
revocation proceeding under subsectlion 1, paragraphs “¢"

theough "£*, on the basis of a €act known to the administrator
when reglstration became effective unless the proceeding is
instituted within ehirety sixty days after the effective date.
Sec. 30. Sectlion 502,304, subsection 7, Code 1991, is
amended to read as follows:
7. A cilvil penalty levied under subsection 1 shall not

per person nor-tem and shall not exceed one hundred thousand
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dollars In a single proceeding against any one person, All
admlalstrative Fines recefved shall be deposited in the acate
general fund of the state,

Sec, 3l. Sectlon 502,603, subsection 2, Code 1991, is
amended to read as follows:

2. a. Por the purpose of any lnvestigation or proceeding
under this chapter, the administrator or any officet
designated by the administrator may administer caths and
aff€irmations, subpoena witnesses, compel thelr attendance,
take evidence, and require the production of any bcoks,
papers, cotrespondence, memoranda, agreements oc other
documents or records which the administcator deems relevant or
rmaterlal to the inqulry, all of which may be enforced in
accordance with the-iswa-admintstrative-procednre-Act chaptec
17A.

b. The administrator may issue apd_bring an action in
district court to enforce subpoenas in this state at the
request of a securities agency or administrator of another
state, Lf the activity constituting an alleged violation for
which the information is sought would be a violation of this
chapter had the activity occurred in this state,

Sec. }2. MNEW SBCTION, 502.603A COQPERATION WITH OTHER
AGENCIES.

1. To encourage uniform interpretation and administration
of this chapter and effective securities regulation and en-
forcement, the administratoc may cooperate with the securities
agencies or administrators of any atate, Canadian province or
territory, another countcy, the securities and exchange com-

misgion, the comrodity futures trading commisslon, the
secucltlies investor protection corporatlon, any self-
requlatocry organization, any mational or International
organlzation of securitles officials or agencies, and any
governmental law enforcement Of regulatory agency.

2. The cooperation authorized by subsection 1 may include,
but is not llmited to, the followlng:
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a. Establishing a central depository for licensing or
reglatration under this chapter and for documents or records
required or allowed to be maintained under this chapter.

b, Making a joint examlnatlon oc Lnvestigation.

¢. Rolding a Joint adminlistcatlve hearing.

4. Fliling and preosecuting a joint clvil or administrative
proceeding.

e, Shacing and exchanging perasonnel.

¢. Sharing and exchanging lnformation and documents
subject to restriction of confldentiallty in section 502,603,
subsection 1.

9. Formulating, in accordance with chapter 17A, rules or
proposed rules on matters such as atatements of pollcy, gulde-
lines, and Interpretive opinions,

Sec. 33. Sectlon 502.604, Code 1991, ls amended to read as
follows:

502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS.

Whenever IE it appears to the administrator that any a
perdon has engaged or i9 about to engage In eny an act or
practice constituting a violation of any-provision-of this
chapter or any tule or order herewnder adopted or lssued

both of the following:

1. 1lssue an order directed at any-sweh the person
requiring sueh the person to cease and desist from engaging in
such act or practicesr-er,

2. Bring an action in the distrlct court to enjoin the
scks-or-practices act or practice and to enforce compliance
with this chapter or any a rule or order hereunder adopted ot
issued pursuant to this chapter. Upon a proper showing a
permanent or tempocacy lajunction, restraining order, or writ
of mandamus shall be granted and a receiver or conservator may
be appointed for the defendant or the defendant's aasers. In
addition, upon a proper showlng by the administrator, the
court may enter an ordec of resclssion, restitutlon, or
disgorgement directed at any person who has engaged in an act
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constituting a violation of this chapter, or a rule or order
adopted or igsued purgsuant to thls chapter. The administrator
ghall not be required to post a bond.

Sec. 33. NEW SECTION.. 502.604A COURT ACTION.

If a person fails or refuses to file any statement oc

teport or to produce any books, papers, correspondence,
memoranda, agreements, or other documents or records, or to
obey any subpoena issued by the administrator, the
administrator may refer the matter to the attorney general,
who, after notice, may apply to a district court to enforce
compllance, The court may order any or all of the following:

1. Injunctive relief, restricting or prohibiting the offer
or sale of securities.

2, Revocation or suspeasion of any license or registra-
tion.

3. Production of documents or records, including but not
1imited to books, papers, corcespondence, memoranda, Ot
agreements,

4. Such other celief as may be requliced.

Such an ocder shall be effectlve until the person f£iles the
statement or report or produces the documents requested, ot
obeys the subpoena.

Sec. 35. Section 502.609, subsection 1, unnumbered para-
graph 1, Code 1991, i3 anended to read as follows:

Every applicant for registration under this chapter, and
every issuer which proposes to offer a security in this state
through-any-persan-acting-as-agent, shall file with the
administrator, in such form as the administrator by cule
prescribes, an irrevocable congent appointing the
administrator or the administrator's successor In office to be
such person's attorney to receive service of any lawtyl
proceas ln any aoncriminal sult, action or proceeding against
such person or the successor, executor or adminlstrator ot
such person which arises under this chapter or any rule or
order hereunder after the consent has been filed, with the
same validity as 1t served personally on the person flling the
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y consent. The consent need not be filed by a person who has
' filed a consent in connection with a previous registration
which is then in effect. Service may be made by leaving a
copy of the process in the office of the administrator, but it
is not effective unless the plaintiff, including the
administrator when acting as such,
Sec. 36. Section 502.210, Code 1991, is repealed.
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