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S.F. -62Dt.F. 

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

2 follows: 

3 79.17 ADDITIONAL PAYROLL DEDUCTIONS. 

4 1. For the purposes of purchasing insurance and at the 

5 request of two hundred fifty or more state officers or 

6 employees, the state officer in charge of the payroll system 

7 shall deduct from the wages or salaries of the state officers 

8 or employees an amount specified by each of the officers or 

9 2mployees for payment to any inStlrBnee company authorized to 

10 do business in this state if the following conditions are met: 

11 a. The request for the payroll deduction is made in 

12 writing to the officer in charge of the payroll system. 

13 b. The pay period during which the deduction is made, the 

14 frequency, and the amount of the deduction are compatible with 

15 the payroll system. 

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

17 2. The moneys deducted under this section shal: be paid 

18 promptly to the inStlrBnee company designated by the state 

19 officers or employees. The deduction may be made even though 

20 the compensation paid to an officer or employee is reduced to 

21 an amount below the minimum prescribed by law. Payment to an 

22 officer or employee of compensation less the deduction shall 

23 constitu~e a full discharge of claims and demands for services 

24 rendered by the officer or employee during the period covered 

25 by the payment. The request for the deduction may be 

26 withdrawn at any time by filing a written notification of 

27 withdrawal with the state officer in charge of the payroll 

28 system. 

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

31 262.2l ANNUITY CONTRACTS. 

32 At the request of an employee through contractual agreement 

33 the board ~ay arrange for the purchase of group or individua~ 

34 annuity contracts for any of its employees from any company 

35 the employee chooses that 1S authorized to do business in this 
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1 state, or the board may arrange for the purchase of an 

2 individual mutual fund contract from any company the empl~y? ~ 

3 chooses from a broker-dealer, salesperson, or mu_tu~_~und 

4 registered in this state, for retirement or other purposes. 

5 and may make payroll deductions in accordance with the 

6 arrangements for the purpose of paying the entire premium d~ 

7 and to become due under the contract. The deductions shall be 

8 made in the manner which will qualify the annuity premiums for 

9 the benefits under section 403b of the Inter~al Revenue Code, 

10 as defined in section 422.3. The employee's rights under the 

11 annuity contract are nonforfeitable except for the failure to 

12 pay premiums. 

13 

14 

15 

16 

l7 

18 

19 

Whenever ~n 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 

being replaced, to the ~M~tlr6Mee corr~issioner of t~e-~ta~e-~f 

fewa insurance, and to tne 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. 

20 This letter of intent shall contain the policy number and 

21 description of the contract being replaced and a description 

22 of the replacement contract. 

J}"~23 Sec. 3. Section 502.102, subsection 4, paragraph c, Code 

24 1991, is amended by striking the paragraph and inserting the 

25 following: 

26 c. A bank when acting on its own account or when exer-

27 cising trust or fiduciary powers permitted for banks under 

28 applicable state or federal laws and regulations providing for 

29 the organization, operation, supervision, and examination of 

30 such banKs; 

,Hc;'31 Sec. 4. Section 502.102, subsection 4, ;:>aragLaph d, Code 

32 ~991, is amended by stri~ing the paragraph. 

33 Sec. 5. Section 502.102, subsection 7, paragraph b, Code 

34 1991, is amended by stri~ing the paragraph and :nserting in 

35 :leu thereof the following: 
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1 b. With respect to a fractional undivided interest in an 

2 oil, gas, or other mineral lease or in payments out of pro-

3 duct ion under a lease, right, or royalty, the term "issuer" 

4 means the owner of an interest in the lease or payments out of 

5 production under a lease, right, or royalty, whether whole or 

6 fractional, who creates tractional interests for the purpose 

7 of sale. 

S Sec. 6. Section 502.102, subsection 12, Code 1991, is 

9 amended to read as follows: 

10 12. "Security" means any note; stock; treasury stock; 

11 bond; debenture; evidence of indebtedness; certificate of 

12 interest or participation in a profit sharing agreement; 

13 collateral trust certificate; preorganization certificate or 

14 subscription; transferable share; investment contract; voting 

15 trust certificate; certificate of deposit for a security; 

16 ee~eiE~eaee-of-~Mee~ese-or-pa~t~e~pae~oM-iM-aM-e~±7-9as-o~ 

17 miniM9-tit~e-er fractional undivided interest 1n an oil, gas, 

18 or other mineral lease or in payments out of production under 

19 such a eiele-o~ lea5~, right, or royalty; or, in general, any 

20 interest or instrument commonly known as a "security", or any 

21 cer:ificate of interest or participation in, temporary or 

22 interim certificate for, receipt for, guarantee of, or ~~rrant 

23 or right to subscribe to or purchase, any of the foregoing. 

24 "Security" does not include ~-time-shape-iMte~¥a~-as-defiMed 

25 in-seet~eM-551A.2-op an insurance or endowment policy or 

26 annuity contract under which an insurance company promises to 

27 pay money either in a lump sum or periodically for life or for 

28 some other specified period. 

29 Sec. 7. Section 502.202, subsection 3, Code 1991, is 

30 amended to read as follows: 

3l 3. Any security issued by and representing an int~rest 1n 

32 or a debt of, or guaranteed by, any bank organized under the 

3J :aws of the United States, or any bank, ~8~iMgs-~Mseit~t~en7 

J4 or trust company organized and supervised under the laws of 
35 ~his state. 
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1 Sec. 8. Section 502.202, subsection 10, Code 1991, is 

2 amended by striking the subsection and inserting in lieu 

3 thereof the following: 

4 10. Commercial paper which is a promissory note, draft. 

5 bill of eXChange, or banker's acceptance which satisEips t~. 

6 following criteria: 

7 a. It evidences an obligation to pay cash within nine 

8 months after the date of issuance, exclusive of days of grace. 

9 b. It is issued in denominations of at least fifty 

10 thousand dollars. 

11 c. It receives a rating in one of the three highest rating 

12 caccgories from a nationally recognized statistical rating 

l3 organization. 

14 The exemption under this subsection applies to a renewal of 

IS an obligation under this subsection which is likewise limited, 

16 and to a guarantee of such an obligation or 0: a renewal. 

17 Sec. 9. Section 502.202, subsection 11, Code 1991. is 

18 amended to read as follows: 

19 11. A security issued in connection with an employee stock 

20 purchase, option, savings, pension, profit sharing or simil~r 

]1 benefit plan7-ppe¥ided7-±n-the-e6~e-of-pians-whieh-6re-"ot 

22 ~~aiified-~ndep-seet±en-~e±-ef-the-fnte~nai-Re~en~e-eode-and 

23 whieh-pre~ide-Eor-eo"tribtltio"-by-e~pieyee~,-~he-~d~i"i~trator 

24 is-no~ified-in-wri~ing-fif~een-day~-befope-the-i"eeptien-of 

25 ~he-p±~"-et-the-te~ms-of-~he-pian. 

26 Sec. 10. Section 502.202, Code 1991, is amended by adding 

27 the following ~ew subsection: 

28 NEW SUBSECTION. 19. Any security representing a time-

29 share i~terval as defined in section 557A.2. 
3-?? ~ ? 

536,,30 Sec. 11. Section 502.203, subsection 8, Code 1991, 1.S 

3L amer.ded to read as follows: 

32 8. An offer or sale to a banK, savings ~~seitatien and 

33 loan association, credit union, trust company, insurance 

34 company, investment company as defined in the Investment 

3S Company Act of 1940, pension or profit sharing trust, or other 
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1 financial institution or institutional buyer, or to a broker-

2 dealer, whether the purchaser is acting for itself or in a 

3 fiduciary capacity. However, the administrator, by rule or 

4 order, may grant this exemption to a person or class oE 

5 persons based upon the factors of financial sophistication, 

6 net worth, and the amount of assets under investment. 

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

8 amended by striking the subsection and inserting in lieu 

9 thereof the following: 

10 11. Any transaction pursuant to an offer to existing 

11 security holders of the issuer, including persons who at the 

12 time of the transaction are holders oE convertible securities, 

13 nontransEerable warrants, or transferable warrants, 

14 exercisable within not more than ninety days of their is-

15 suance, iE: 

l6 a. A commission or other remuneration (other than a 

17 standby commission) is not paid or given directly or in-

18 directly for soliciting a security holder in this state; or 

19 b. The issuer first files a notice specifying the terms of 

20 the offer and the administrator does rot by order disallow tne 

21 exemption within the next ten days. 

22 Sec. 13. Section 502.203, subsection 13, paragraphs a 

23 through d, Code 1991, are amended by striking the paragraphs 

7.4 and inserting in lieu thereof the following: 

2S a. The sec~rities to be distributed are registered under 

26 the Securities Act of 1933 before the consummation of the 

27 transactIon; or 

28 b. The securities to be distributed are not required to be 

29 ~egistered under the Securities Act of 1933, written notice of 

30 t~e transaction, a filing fee of ~ifty dollars, and a copy of 

]~ the materials by wnich approval of the transaction will be 

32 solicited, are given to the administrator at least ten days 

33 before the consu~~ation of the transaction, and the admlnis-

34 trator does not disallow, by order, the exemption within the 

35 next ~en days. 
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1 Sec. 14. Section 502.203, Code 1991, is amended by add; "., 

2 the following new subsection: 

3 NEW SUBSECTION. 17. The offer or sale of secClrities by 

4 small business investment company under the federal Sma" 

5 Business Investment Act of 1958 if: 

6 a. The securities are offered or sold in complidllce witi 

7 17 C.F.R. §§ 230.601 through 230.610a; and 

8 b. The issuer has filed with the administrator the 

9 offering document to be used in connection with the offer and 

10 sale of the securities not later than the first use of the 

11 offering document in this state, the issuer has filed with the 

12 administrator a copy of the notification of form "l-E" 

13 required by 17 C.F.R. § 230.604 to be filed with the federal 

14 securities and exchange commission, and the lssuer has paid 

15 the administrator a fee of one hundred dollars. 

c6 Sec. 15. Section 502.206, subsection 3, unnumbered para-

17 graph 1, Code 1991, is amended to read as fo:10w5: 

18 A Unless waived 

19 under this section 

by a registrant, a registration 

automatically becomes effective 

st3tement 

at the 

20 moment the federal registration statement or notification 

21 becomes effective if: 

22 Sec. 16. Section 502.208, subsection 2, Code 1991, 1S 

23 amended to read as follows: 

24 2. a. Every person filing a registration statement shall 

25 pay a filing fee of one-tenth of one percent of the maximum 

26 aggregate offering price at which the registered securities 

27 are to be offered in this state7-b~t. Except as provided in 

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

29 dollars or more than one thousand dolla(s. 

30 b. A Eace-amount certificate company, an ooen-end 

31 management company, or a unit investment trust, as defined in 

32 the Investment Comoany Act of 1940, may register an indefinite 

33 amount of securities under a registration statement. The 

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

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

2 year during which its registration statement is effective and 

3 within ninety days after the registration is terminated do one 

4 of the following: 

5 (1) Pay an additional fee of one thousand two hundred 

6 fifty dollars. 

7 (2) File a report on a form that the administr~tor by rule 

8 adopts, reporting sales of securities to persons within thi~ 

9 state during the fiscal year, and pay an additional filing fee 

10 of one-tenth of one percent of the maximum aggregate offeri~q 

11 price at which the registered securities were o:fered in this 

12 state. However, the fee in no case shall be more than one 

13 thousand two hundred fifty dollars. 

14 c. When a registration statement is withdrawn before the 

15 effective date or a pre-effective stop order is entered under 

16 section 502.209, the administrator shall retain the fee. 

17 Sec. 17. Section 502.208, subsection 9, Code 1991, is 

18 amended by striking the subsection and inserting ~n lieu 

19 thereof the fOllowing: 

20 9. a. ~ registration statement shall remain effective for 

21 one year from its effective date unless it is extended by rule 

22 or order of the administrator. All outstanding securities of 

23 the same class as a registered security are considered to be 

24 registered for the purpose of any transaction by or on behalf 

25 of a person who is not the issuer, and who is not in control 

26 of the issuer or controlled by the issuer or under common 

27 control with the issuer, so long as the reglstration statement 

28 is effective, unless otherwise prescribed by order. A 

29 registration statement may not be withdrawn after :ts 

30 effect:ve date if any of the securities has been sold in this 

31 state, unless permitted by rule or order of ~he administrator. 

32 A registration statement is not effective during ,he time a 

33 stop order is in effect under section 502.209. A ~egistration 

34 statement which never became effective may be withdrawn 

35 without prejudice to the issuer upon request and for good 
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1 cause as determined at the discretion of the administrato~. 

2 b. During the effective period of a registration 

3 statement, the administrator may by rule or order reruire t: 

4 person who filed the registration statement to file reports 

5 not more often than quarterly, to keep reasonably cucre!)1 ::! 

6 information contained in the registration statement and to 

7 disclose the progress of the offering. If any of the 

8 securities registered has been sold in this state, the 

9 administrator may by rule or order extend the period for 

10 filing the reports for an additional period not exceeding two 

11 years from the date the registration became effective or [,om 

12 the dace of its last amendment or extension. 

13 Sec. 18. Section 502.209, subsection 1, Code 1991, is 

14 amended by adding the following new paragraph: 

15 NEW PARAGRAPH. J. The applicant or registrant has 

16 abandoned the registration statement. The administrator may 

17 enter an order under this paragraph if notice is sent to the 

18 applicant or registrant, and either the administrator fails to 

19 receive a response from the applicant or registrant, or action 

20 is not taken by the applicant or registrant within the time 

21 specified by the administrator. 

22 Sec. 19. Section 502.301, subsection 1, Code e991, is 

23 amended to read as follows: 

24 l.:t is unlawful for any person to transact business :n 

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

26 the following conditions is satisfied: 

27 a. The person is registered under this chapter. 

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

29 business in this state and the broker-dealer satisfies one of 

30 the following ,equirements: 

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

32 exclusively with or through the issuers of :he securities 

33 involved in the transaction, other broker-dea:ers, banks, 

34 :rust companies, insurance companies, or investment companies 

35 as defined in the Investment Company Act ~f :940, Dension or 

-8-
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1 profit sharing trusts, or other financial institutions or 

2 institutional buyers, whether acting for themselves or as 

3 trustees; 

4 (2) During any period of twelve consecutive months the 

5 broker-dealer does not effect transactions in this state in 

6 any manner with more than three persons other ~han those 

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

8 any of the offerees is then present in this state; Or 

9 (3) The administrator designates the broker-dealer as 

10 exempt from these requirements by either rule or order. 

11 Sec. 20. Section 502.302, subsection 1, Code 1991, is 

12 amended to read as follows: 

13 1. A brOker-dealer or agent may obtain an initial or 

14 renewal license by filing with the administrator, or an 

15 organization which the administrator by rule designates, an 

16 application together with a consent to service of process 

c7 pursuant to section 502.609 and the appropriate Eiling fee. 

18 The application shall contain the information the 

19 administrator requires by rule concerning the applicant's form 

20 and place of organization, proposed method of doing business 

21 and financial condition, the qualiEications and experience of 

22 the applicant, including, in the case of a broker-dealer, the 

23 qualifications and experience of any partner, offic~(, 

24 director or controlling person, any injunction or 

25 adminlstrative order or conviction of a misdemeanor involving 

26 securities and any conviction of a felony, and any other 

27 matters which the administrator determines are relevant to the 

28 application. If no denial order is in eEEect and no 

29 proceeding is pending under section 502.304, reglstration 

]0 becomes effective at noon of the :hirtieth day after an d 

JL completed application or an amendment completing cne 

]2 application is filed, unless waived bv the applica~t. The 

33 admir.istrator may by rule or order specify an earlier 

34 effectlve date and-may-by-o~de~-defe~-~he-ef~ee~ive-da~e-tlnti~ 

35 noon-ef-~he-~hi~t~eth-day-af~ee-~he-~~±inq-of-an-amendment. 

-9-
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1 Re9i5tratie~-o£-a-~ro~er-eea~er-aMtema~iea!!y-ee~3~ittlt~~ 

2 re9i5tra~ie~-ef-a~-age~~-~amee-i~-~~e-a~~=ieatie~-er 

3 amenement5-te-~he-app!iea~ien-whe-i~-a-partne~,-etfiper-er 

4 eireeter,-er-w~o-i5-a-per5en-Oeetlpyi~9-a-5tmi~ar-5ta~tl5-or 

5 perfermi~9-5imilar-ftlnetien5. 

6 Sec. 21. Section 502.302, subsection 2, Code 19'!1, is 

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 ~wen~y thirty dollars. A 

12 filing fee is not refundable. 

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

14 paragraph 1, Code 1991, is amended to read as follows: 

15 Every ~xcept as provided in this subsection, a broker-

16 dealer and every an issuer who employs agents in connection 

17 with any security or transaction 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 issuer 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 securities against such broker-dealer 

26 or lssuer in which it shall be found or adjudged that such 

27 securities were sold or purchased by the broker-dealer or 

28 issuer in violation of this chapter. SUCh bond may be drawn 

29 to cover the original license and any renewals thereof, and 

30 may contain a provision auchorizing 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 the 

33 securities investor protection corporation is not required to 

34 furnish a bond. 

35 Sec. 23. SecLon 502.303, subsection 4, Code :991, IS 

-10-
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1 amended to read as follows: 

2 4. The administrator snail may make perioe±e examinations, 

3 within or without this state, of the business and records of 

4 each registered broker-dealer, at the times and in the scope 

5 as the administrator determines. The examinations may be made 

6 without prior notice to the broker-dealer. The administrator 

7 may copy all records the administrator feels are necessary to 

8 conduct the examination. The expense reasonably attributable 

9 to an examination shall be paid by the broker-dealer whose 

10 business is examined, but the expense so payable shall not 

11 exceed an amount which the administrator by rule prescribes. 

12 For the purpose of avoiding unnecessary duplication of 

13 examinations, the administrator may co-operate with securities 

14 administrators of other states, the securities and exchange 

15 commission, and any national securities exchange or national 

16 securtties association registered under the Securities 

i7 Exchange Act oE 1934. The administrator shall not make public 

18 the information obtained in the course of examinations, except 

19 when a duty under this chapter requires the administrator to 

20 take action regarding a broker-dealer or to make the 

21 information available to one of the agencies specified In this 

22 section, or except when the administrator is called as a 

23 witness :n a criminal or civil proceeding. 

24 Sec. 24. Section 502.304, subsection 1, unnumbered 

25 paragraph 1, Code 1991, is amended to read as follows: 

26 The administrator may by order deny, suspendL or revoke a 

27 registration Or may censure~ an-app~~eant-er-re~istrant-e~-may 

28 impose a civil penalty upon, or bar an applicant, registrant, 

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

30 similar status or performing similar functions for a 

31 ~eqistrant. A person barred under this subsectlon may be 

32 prohibited by the administrator Ecom employment with a 

33 registered broker-dealer. The administrator ~av restrict the 

34 person barred from engaging in any activity for whiCh 

3S registration is required. Any aCtlOn by the administrator 

-11-
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1 under this subsection may be taken if the order is found ~o bp 

2 in the public interest and it is found that the applicdrl[ n 

J regist rant or, in the case of a broker-dealer, a partner, , 

4 officer, or a director, a person occupying a similar statu~ 

5 performing similar functions, or a person directly or 

6 indirectly controlling the broker-dealer: 

7 Sec. 25. Section 502.304, subsection 1, paragraph d, Code 

8 1991, is amended to read as follows: 

9 d. Is permanently or temporarily enjoined by any court of 

10 competent jurisdiction from engaging in or continuing any 

11 conduct or practice involving any aspect of the securities, 

12 insu,ance, or commodities business; 

13 Sec. 26. Section 502.304, subsection 1, paragraph i, Code 

14 1991, is amended by striking the paragraph and inserting in 

15 lieu thereof the following: 

,6 f. Is the subject of an adjudication or order ente,ed 

l7 after notice ar.d opportunlty for hearing, within the past ten 

18 years by a securities or commodities agency, an administrator 

19 of another state, or a court of competent jurisdiction, that 

20 reflects that the person has violated the Secu,ities Act of 

21 1933, the Securities Exchange Act of 1934, the Investment 

22 Advisers Act of 1940, the Investment Company Act of 1940, or 

23 the Commodity Exchange Act, a securities or co~~odities law of 

24 any other state, or a United States postal service fraud 

25 order. However, the administrator may not do either of the 

26 following: 

27 (1) Institute a revocation or 

28 this paragraph more than one year 

suspension proceeolng under 

from the final agency order 

29 ,elied on or, if the order has been appealed, the final court 

30 decision. 

31 (2) Enter an order under this paragraph on the basis of an 

32 order under another state law unless that order was based on 

33 facts which would currently constitute a ground :or an order 

34 under this section. 

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

2 j. f€-a-breker-deaier7-t~-ha3 Has failed reasonably to 

3 supervise t~3-8ge~t3 an agent or employee. 

4 Sec. 28. Section 502.304, subsection 1, Code 1991, is 

5 amended by adding the 

6 NEW PARAGRAPH. k. 

following new paragraphs: 

Has been denied the right to do 

7 business in the securities industry, or the person's authority 

8 to do business in the securities industry has been revoked for 

9 cause by another state, federal, or foreign governmental 

10 agency or by a self-regulatory organization. 

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

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

13 securities, commodities, or fraud-related violations of tOle 

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

IS governmental unit. 

16 Sec. 29. Section 502.304, subsection 2, Code 1991, 1S 

~7 amended to read as follows: 

18 2. The administrator may not institute a suspension or 

19 revocation proceeding under subsection 1, oaragraohs "c" 

20 through "~fa, on the basis of a fact known to the administrator 

21 when registration became effective unless the proceeding is 

22 Instituted within thir~y sixty days after the effective date. 

23 Sec. 30. Section 502.304, subsection 7, Code 1991, is 

24 amended to read as follows: 

25 7. 

26 exceed 

A civil penalty levied under subsection 1 shall not 

~we-h~n~red-ftEty one thousand dollars per violation 

27 per person nor-~en and shall not exceed one hundred thousand 

28 dollars in a s:ngle proceeding against anyone person. All 

29 adminis~rative Eines received shall be deposited in rhe 3t6te 

]0 general Eund of the state. 

31 Sec. 31. Section 502~603, subsection 2, Code 1991, is 

32 amended to read as ~el:ows: 

33 2. d. Fer :he purpose of any investigation or proceeding 

34 under tnls chapter, the administrator or any ~Eficer 

35 designated by the administrator may administer oaths and 
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1 affirmations, subpoena witnesses, compel their attendance, 

2 take evidence, and require the production of any books, 

3 papers, correspondence, memoranda, agreements or other 

4 documents or records which the administra~or deems releva"t 

S material to the inquiry, all of which may be enforced in 

6 accorda~ce with ~!'Ie-fowfl-fldll\1:!'I1:Sl:"fI~i"e-pl."oc:;edti"e-"'et chapt_e.~ 

7 17A. 

b. 8 The administrator may issue and bring an action in 

9 district court to enforce subpoenas in this state at the 

:0 ~~st of a securities agency or administrator _of anothe~ 

11 state, if ~he activity constituting an alleged violation for 

12 which the information is souaht would be a violation of this . 
13 chapter had the activity occurred in this state. 

14 Sec. 32. NEW SECTION. S02.603A COOpeRATION WITH OTHER 

15 AGENCIES. 

c6 

17 

18 

19 

20 

21 

22 

To encourage uniform interpreta~ion and administration 

of this chapter and effective securities regu:acion 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 cor.~ission, the 

securities investor protection corporation, any self-

23 regulatory organization, any national or international 

24 organization of securities officials or agencies, and any 

25 governmental law enforcement or regulatory agency. 

26 2. The cooperacion 

27 but is not limited to, 

authorized by subsection 

the following: 

1 may include, 

28 a. Establishing a central depository for licensing or 

29 registration under this chapter and for documents or records 

30 ,equired or al~cwed to be maintained unde~ this chapter. 

31 b. ~aking a joint examination or investigation. 

32 c. 201ding a joint administrative hea~ing. 

33 d. Filing and prosecuting a ~oint civil or administrative 

3~ proceeding. 

]S e. Sharing and exchanging personnel. 

-:4-
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1 f. Sharing and exchanging information and documents 

2 subject to restriction oE confidentiality in section 502.603, 

3 subsect ion 1. 

4 g. Formulating, in accordance with chapter l7A, rules or 

5 proposed rules on matters such as statements of policy, guide-

6 lines, and interpretive opinions. 

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

8 follows: 

9 502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS. 

,0 Whene~er If it appears to the administrator that any ~ 

11 person has engaged or is about to engage in any an act or 

12 practice constituting a violation of a"y-pre~~gien-ef this 

13 chapter or any rule or order herettr'lder adopted or issued 

14 pursuant to this chapter, the administrator may do either or 

15 both of the following: 

16 1. Issue an order directed at any-stle~ the person 

17 requiring stleh the person to cease and desist from engaging ,n 

18 such act or practice7-er~ 

19 2. Bring an action in the district courr. to enjoin the 

3).i~7.0 

;j~O:21 
acts or practices and to enforce compliance with thi5 chapter 

or ar'ly ~ rule 

22 this chapter. 

or order heretlnder adopted or issued pursuant to 

upon a proper showing a permanent or temporary 

23 inJunction, restraining order, or writ of mandamus shall be 

24 granted and a receiver or conservator may be appointed for the 

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

26 proper showing by the administrator, the court may enter an 

27 order of rescission, restitution, or disgorgement directed at 

28 any person who has engaged in an act constituting a violation 

29 oE this chapter, or a rule or order adopted or issued pursuant 

~O to this chapter. The administrator shall net be required to 

J~ post a bond. 

32 Sec. 34. NEW SEC~ION. S02.604A COURT ACT:ON. 

33 I: a person fai:s or refuses to file any statement or 

34 report or to produce any bOOKS, papers, correspondence, 

35 memoranda, agreements, or other documents or records, or to 

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

2 administrator may refer the matter to the attor~ey generdl, 

3 who, after notice, may apply to a district court to enforce 

4 compliance. The court may order any or all of the followin 

5 1. Injunctive relief, restricting or prohibiting ~h" of. 

6 or sale oE securities. 

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

8 tion. 

9 3. Production of documents or records, including but not 

10 limited to books, papers, correspondence, memoranda, or 

11 agreements. 

12 4. Such other relief as may be required. 

13 Such an order shall be effective until the person files :he 

l4 statement or report or produces the documents requested, or 

15 obeys the subpoena. 

16 Sec. 35. Section 502.609, subsect~on 1, ~nnuQbered para-

~7 graph 1, Code 1991, is amended to read as follows: 

18 Every applicant for registration under this cnapter, and 

19 every issuer which proposes to offer a security in this state 

20 thretlgh-afty-pe~30ft-aet±ftg-e3-6geftt, shall file with the 

21 administrator, in such form as the administrator by rule 

22 prescribes, an irrevocable consent appointing the 

23 administrator or the administrator's successor in office to be 

24 such person's attorney to receive service of any lawful 

25 process in any noncriminal suit, action or proceeding against 

26 such person or the successor, executor or administrator of 

27 such person which arises under this chapter or any rule or 

28 order hereunder after the consent has been filed, with the 

29 same validity as if served personally on the person filing the 

]0 consent. The consent need not be filed by a person who has 

31 filed a consent in connection with a previous registration 

32 which is then in effect. Service may be made by leaving a 

33 copy of the process ~n the office of the administrator, out it 

34 is not effective unless ~he plaintiff, including the 

3S administrator when acting as such, 
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1 Sec. 36. Section 502.210, Code 1991, is repealed. 

2 EXPLANATION 

3 This bill amends chapter 502 relating to the regulation of 

4 securities, by doing the following: 

5 Section 1 provides that the purchase of insurance Eor state 

6 employees through payroll deduction may be made from a 

7 company, other than an insurance company, authorized to do 

8 busines in this state. 

9 Section 2 authorizes the state board of regents' 

10 institutions to purchase annuities for regents' employees. 

11 Section 3 amends a provision defining persons regulated as 

12 broker-dealers, by providing that a bank is not considered 0 

13 broker-dealer when acting on its own account or exercising 

14 trust or fiduciary powers. 

15 Section 4 removes the exemption from the definition of 

In broker dealer which includes out-oE-state issuers of 

17 securities, other broker-dealers, banks, savIngs institutions. 

18 trust companies. insurance companies, investment companIes. 

19 pension or proflt-sharing trusts, or other financial 

20 institutions. These persons are exempted from registration 

21 requirements under section 19 of the bill. 

22 Section 5 amends the definition of "issuer" to delete an 

23 exclusion Erom regulation for issuing a type of security which 

24 is an interest in oil, gas, or mineral leases. 

25 Section 6 amends the definition of "security" to rewrite 

25 the provision to include a type of security which is an 

27 interest in oil, gas, or mineral leases. 

28 Section 7 amends a proviSion exempting from regulation 

29 certain securities issued by institutions. The bi:1 

]0 eliminates a reference to "savings institutions". !he chapter 

3: ~er.ains r.~e ~xemption for securities issued by banKS, credit 

32 unions, and savings and loan associations. 

33 Sect~on 8 amends a provision exempting from certain 

34 regulations. securities which are commerCIal paper. The b~ll 

35 rewrites this exception to apply to promissory noees. drafts. 
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of exchange, and banke r 's acceptances. The commerc:; ,1. 

must evidence an obligation to pay within nine mon~hs 

the date of issuance, must be issued in denominations r, 

4 at least $50,000, and must receive a rating in one oE th~ 

5 three highest rating categories from a nationally recog~,~e,-

6 statistical rating organization. 

7 Section 9 amends a provision exempting from certain 

8 regulations, securities which are connected to an employee 

9 stock purchase, savings, pension, profit sharing, or a benefit 

10 plan. The bill eliminates a provision requiring t~at certain 

11 of these securities must be filed with the administrator. 

12 Section 10 exempts from certain regulations, securities 

13 having a time-share interval. 

14 Section 11 amends a provision which exempts from certain 

15 

l6 

l7 

18 

19 

20 

regulations transactions involving securities. The curre:1t 
"; 

provision exempts 

The bill replaces 

transactions involving savings~~~sti~utions. 
f 

the ter:n IIsavings institution" .~_with the term 
" " "savings and loan association." The bill also e~empts similar 

transactions by credit unions. 

Section 12 amends a provislon WhlCh currently exempts from 

21 certain regulations transactions lnvolving the conversion of 

22 securlties, the exercise of nontransferable rights, the 

23 purchase of securities pursuant to preemptive rights, and a 

24 sale for cash in connection with a stock dividend. This blll 

25 rewrites the provision to exempt transactions with persons who 

26 are holders of convertible securities, nontransferable 

27 warrants, and transferable warrants exercisable within a time 

28 certain. The bill limits the amount of a paid commisslon or 

29 requires the issuer to flle a notice with the administrator. 

30 Section 13 amends a provision which exempts :rcm cer:ain 

3l regulations transactions incident to a vote by security 

32 holders or written consent of security ~olders which involves 

33 company manageme~t, including stock rec~assiE:cation, reverse 

34 steck splits, mergers, o[ the transfer of assets. The 

35 ?rovision establishes requirements relating to fillng 
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I documents relating to the action. The bill replaces Eiling 

2 procedures, by providing Eiling may be eliminated if the 

3 securities are registered with the federal government. If the 

4 securities are not registered, a written notice oE the 

5 transaction and a filing fee of $50 must be submitted to the 

6 administrator. 

7 Section 14 adds a new exemption for transactions involving 

8 the sale of securities by small business investment companies 

9 made under the federal Small Business Investment Act of 1958. 

20 Section IS provides that a registrant may have the 

II automatic effectiveness of a registration stateme:lt. 

12 Section 16 provides an alte~native method of reglstering 

13 securities. The section also provides for alternative methods 

l4 of paying registration fees. 

15 Section 17 provides for the effectiveness of a registration 

16 statement. A statement which has not become effec~ive may be 

17 withdrawn by the applicant. The bill provides that the 

~8 administrator may require the person filing a registration 

19 statement to file quarterly reports. 

20 Section 18 amends a provision relating to denial, 

21 suspenslon, and revocation of registration under the chapter. 

22 The bill provldes that the administrator may take action under 

2] the sec~ion if the applicant or registrant has abandoned a 

24 cegistration statement. 

2S Section 19 amends a provision which provides for 

26 cegistration requirements. The bill provides that a person 

27 who previo~sly was exempt from the definition of broker-

28 dealer, is now exempt from registration requirements. The 

29 exemption was removed from the definition of broker-dealer in 

3Q ~ection 4 ~f the bill. 

jl Section 20 provides that a complete filing 1S 

32 Defore registration procedures may be initiated. 

necessary 

A registrant 

3l ~ay waive the automatic effectiveness of the registration. 

3~ The bill el~minates a provision specifying chat registration 

;S of 3 bro~er-dealer a~comatically constitutes registration of 
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1 an agent named in the application. 

2 Section 21 provides that a $30 fee is required for an 

3 applicant for an initial or renewa~ regis::ration as arl agell: 

4 of a broker-dealer. 

5 Section 22 amends a provision requiring broker-dealp~s 

6 issuers to file a bond. The bill provides that a broker-

7 dealer who is a member of the Securities Investor Protection 

8 Corporation is not required to furnish the bond. 

9 Section 23 amends a provision which requires the 

10 administrator to make periodic examinations of registered 

11 broker-dealers. The bill provides that examinations are 

12 performed according to the discretion of the administrator. 

13 Section 24 amends a provision which provides thac the 

14 administrator may take action 

15 registration to an applicant. 

against a registrant or deny 

This bill provides that the 

16 administrator may bar an applicant, registrant, or any 

17 officer, director, partner, or person occ~pying a similar 

18 status or performing similar functions for a registrant. The 

19 bar may prohibit a person from being emp10~ed in the business 

20 of a broker-dealer or restrict the types of activities that 

21 the person may perform. 

22 Section 25 provides that the administrator may take 

23 disciplinary action or deny an application, if a person 

24 referred to in section 24 of the bill has been enjoined from 

25 conducting aspects of the insurance or commodities business. 

26 Section 26 amends current law which provides that the 

27 administrator may take disciplinary action or deny an 

28 application, if a person is the subject of a disciplinary 

29 order entered within the past five years by a securitces 

30 administrator of another state, or is subject to a 

31 disciplinary order by the securities and ~xchange commission, 

32 or the United States post office. This Dill provides that 

33 administrative action against a person referred :0 in section 

34 24 of the bill may depend upon an adjudica~ion or order wi:hin 

35 the past 10 years which is rendered by a securities or 
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1 commodities agency, an administrator of another state, or a 

2 court of competent jurisdiction. That adjudication or order 

3 must reflect a violation of a federal securities or 

4 commodities statute, a securities or commodities violation of 

5 another state, or an order by the United states post office. 

6 Section 27 provides that a disciplinary action may be taken 

7 against a broker-dealer who has failed to reasonably supervise 

8 an employee. 

9 Section 28 provides that a disciplinary action or action 

10 denying registration may be based on a person having been 

11 denied a right to do business in the securities industry or 

12 the revocation of such right by an authority in another state, 

J.3 the federal government, a foreign government, or a self-

14 regulatory organization. The action may also be based on a 

15 final order in a criminal, civil, injunctive, or 

16 admin~strative action relating to securities or commodities 

17 violations or fraud. 

L8 Section 29 amends a provision which limits the 

19 administrator's discretion to institute a suspension or 

20 revocation proceeding on the basis of a fact known to the 

21 administrator when the registration became effective. The 

22 bill provides that the limitation does not apply to material 

23 falsehoods or omissions in aoolications, willful violations of 

24 the seCurities law, dishonest conduct, insolvency, lack of 

25 qualifications, or failure to supervise agents or employees. 

26 The bill also lengthens the time for instituting such a 

27 proceeding from 30 to 60 days. 

28 Section 30 raises the amount of a civil penalty that can be 

?S assessed against a person disciplined by the administrator. 

30 The penalty ~s ralsed from 5250 to $1,000 per violation, and 

3l [rom S10,000 to SlOO,OOO per proceeding. 

32 Section 31 provides that :he administrato~ may issue and 

33 apply ~o enforce subpoenas at the request of a securi~ies 

34 agency of another state. 

35 Section 32 provides that the adrn~nistrator may cooperate 
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1 with securities agencies or administrators of different 

2 states, countries, the federal government, or regulatory 

3 organizations. 

4 Section 33 provides that a court may enter an order of 

5 rescission. ~estitution, or disgorgement directed at a pers ... 

6 who has engaged in an act constituting a violation of the 

7 chapter, or a rule or order adopted or issued pursuant to the 

8 chapter. 

9 Section 34 provides that a court may take action against a 

10 person who fails to file statements or reports under the 

11 chapter, or to produce materials under a subpoena. The court 

12 order may grant injunctive relief, suspend or revoke a license 

13 or registration, order the production of documents, or gran~ 

14 other relief as necessary. 

15 Section 35 amends a provision providing that issuers 

16 proposing to offer securities through an agent must fi:e 

17 consent of process witr. the administrator. ~he bil~ provides 

18 that all issuers must file consent of process. 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

, 1 
~~ 

32 

33 

34 

35 

Section 36 repeals a section which prohibits securities 

from being registered if the aggregate offeri~g pri2e of al: 

securities of the issuer which is sold as part of a single 

issue is in reliance upon an exemption from federal 

registration requirements and exceeds certain dollar amounts. 

LSB 1269SV 74 
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SENATE FILE 520 
5-3282 

1 Amend Senate File 520 as fOllows: 
2 
3 

, 4 
/ 5 

6 
7 
8 
9 

10 
11 
12 
13 

1. 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 I, 1976; or". 

2. Page 15, line 20, by striking the words "acts 
or practices" and inserting the following: "ae~~-e~ 
p~ae~iee~ act or practice"." 

3. By renumbering as necessary. 
By WILLIAM PALMER 

5-3282 FILED APRIL 3, 1991 
tP /.:J 'f-k hI 

SENATE FILE 520 
5-3305 

1 
2 
3 
4 
5 

Amend Senate File 520 as follows: 
1. Page 2, line 23, by striking the words 

"paragraph c" and inserting the following: 
"paragraphs c and dO. 

2. Page 2, line 24. by striking the word "is" and 
inserting the following: "are". . 6 J; 7 .• ~ 3. Page 2. line 24. by striking the word 
"paragraph" and inserting the following: 
"paragraphs". 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

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 I, 1976; or". 

6. Page 15, line 20. by striking the words "acts 
or practices" and inserting the following: "eees-e~ 
prae~iee~ act or practice". 

7. By renumbering as necessary. 
By WILLIAM D. PALMER 
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SENATE FILE t)~ 
BY COMMITTEE ON CO~~ERCE 
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(SUCCESSOR TO SSB 299) 

(AS ~~ENDED AND PASSED BY THE SENATE APRIL 5, 1991) 

:0 . .k. Lt - New Language by the Seoate 

Passed Senate, Date J!crlq/&> 1"':%) Passed House, 

Vote: Ayes 
Cla te 4-/-1 Iv ::t- ,'/7 s-) , , 

Vote: Ayes it. Nays o ~, Nays __ ~o~ __ _ 

A BILL FOR 

1 An Act relating to sec~rities by regulating transactions 

2 involving secur::ies and regulating persons engaged in 

3 ~usinesses related to the issuance or trading of securities, 

4 and providing penalties. 

S BE IT ENACTED 3Y THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

6 

7 

8 

9 

10 

11 

12 

13 

lS 

16 

17 

18 

19 

20 

21 

22 
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1 Section l. Section 79.17 , Code 1991, is amended to read as 

2 follows: 

3 79.17 ADDITIONAL PAYROLL DEDUCT IONS. 

4 1- For the purposes of purchasing insurance and at the 

5 request of two hundred fifty or more state officers or 

6 employees, the state officer i~ charge of the payroll system 

7 shall deduct from the wages or salaries of the state officers 

8 or employees an amount specified by each of the offLcers o~ 

9 employees for pay~ent to any in~~~anee company authorized to 

10 do business in this state if the following conditions arp met: 

1: a. The request :or 

12 writing to the officer 

the payroll deduction is made in 

in charge of the payroll system. 

13 b. The pay period during which the deduction is made, the 

14 frequency, and the amount of the deduction are compatible with 

15 the payroll system. 

16 
. .., 
~. 

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

2. The moneys deducted under this seetie,l shall be paid 

18 promptly to the in~tl~anee company designated by the state 

19 officers or employees. The deduction may be made even though 

20 the compensation paid to an officer or employee is reduced to 

21 an amount below the minimum prescribed by law. Payment to an 

22 officer or employee of compensation less the deduction shall 

23 constitute a fu:l discharge of claims and demands for services 

24 rendered by the officer or employee during the period covered 

25 by the payment. The req~est for the deduction may be 

26 withdrawn at any time by filing a written notification of 

27 withdrawal with the state officer in charge of the payroll 

28 system. 

29 Sec. 2. Section 262.21, Cod~ 1991, is amended to read as 
30 follo~;s: 

31 262.21 ANNUITY CONTRACTS. 

32 At the request of an employee through contractual agreement 

33 the board may arrange for ~he purchase of g[O~P or individual 

34 an~uity contracts for any o~ its employees from any co~pa~y 

35 the employee chooses that is authorized to do business in :his 

-1-
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1 state, or the board may arrange for the purc\~~~ol-2n 

2 individual mutual f~nd cont~act from any comoany t~e employee 

3 chooses from a broker-dealer, salesperson, or mutual f~nd 

4 registered in this sta:e, for retiremen~ or ot~er purposes, 

5 and may make payroll deductions in accordance with the 

6 arrangements ~or the purpose of paying the entire premium due 

7 and to become due under the contract. ~he deductions s~all be 

8 made in the manner which will qualify the annuity premiums for 

9 the benefits under section 403b of the Internal Revenue Code, 

10 as defined in section 422.3. The employee's rights under the 

11 annuicy contract are nonforfeitable except for the failure to 

12 pay premiums. 

13 Whenever an existing tax-sheltered annuity contract is to 

14 be replaced by a new contract the agent or representative of 

15 the company shall submit a letter of in:ent :0 the company 

16 being replaced, to the ~~~tt~a~ee commissioner of the-~tate-ef 

17 Iowa insurance, and to the agent's or representative's own 

18 company at least thirty days prior to any ac:ion. Each 

19 required lecter of intent shall be sent by registered mail. 

20 This letter of intent shall contain the policy number and 

21 description of the contract being replaced anc a description 

22 of the replacement contract. 

23 Sec. 3. Section 502.102, subsection 4, paragraphs c and d, 

24 Code 1991, ~amended by striking the paraaraphs and 

25 inserting the following: 

26 c. A bank when acting on its own account or when exer-· 

27 cisi~g trust or fiduciary powers permitted for banks under 

28 applicable state or federal laws and regulations providing for 

29 the organization, operation, supervision, and examination of 

30 sc:ch banks; 

31 d • An insurance company which 
---,------_. ---"-_._.- ... ' .. 

32 ow~ accounts; 

33 Sec. 4. Section 50 7 ,102, subsection 7, paragraph ~, Code 

34 1991, is ame~ded by striking :~e paragraph and inserti~g i~ 

35 lieu thereo~ t~e fo:lowing: 
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1 b. With respect to a fractional undivided interest in an 

2 oil, gas, or other mineral lease or in payments out of pro-

3 duct ion under a lease, right, or royalty, the term "issuer" 

4 means the owner of an interest in the lease or payments out of 

5 production under a lease, right, or royalty, whether whole or 

6 fractional, who creates fractional interests fo~ the purpose 

1 of sale. 

8 Sec. 5. Section 502.102, subsection 12, Code 1991, is 

9 amended to read as follows: 

10 12. "Security" means any note; stock; treasury stock; 

11 bond; debenture; evidence of indebtedness; certificate of 

12 interest or participation ~n a profit sharing agreement; 

13 collateral trust certificate; preorganization certificat.e or 

14 3ubscription; transferable share; investnent contract; voting 

15 trust certificate; certificate of deposit fo~ a security; 

16 ee~tifieate-of-i~te~e~t-or-~Brtiei~Btio~-i~-a~-oiiT-qBa-or 

17 mi~ing-titie-or fractional undivided interes: ~n an oil, gas, 

18 or other mineral lease or in payments out of production under 

19 such a titie-or lease, right, or royalty; or, in general, any 

20 interest or instrument commonly known as a "security", or any 

21 certificate of interest or participation in, temporary or 

22 interim certificate for, receipt for, guarantee of, or warrant 

23 or right to subscribe to or purchase, any of the foregoing. 

24 "Security" does not include e-tiffie-~here-inter¥ai-aa-defined 

25 in-~eetio~-55~A7i-or an insurance or endowment policy or 

26 annuity contract under which an ir.surance co~pany prom~5es :0 

27 pay money either in d lump sum or peri0dicall~ for life 0: for 

28 some other speciEied period. 

29 Sec. 6. Section 502.202, s~bsec~ion 3, Code 199:, is 

30 amended to read as follows: 

31 3. Any security issued by and ~epresenting an interest :n 

32 or a debt oE, or guaranteed by, any ban~ organized under :he 

33 laws of the Gnited Sta~es, or any ba~k, ~BY~M9~-i~~tit~~ie~7 

34 or trust company organized and s~pervised under the laws of 

35 this state. 
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1 Sec. 7. Section 502.202, subsection 10, Code 1991, is 

2 amended by striking the subsection and inserting in lieu 

3 thereof the following: 

4 10. Commercial paper which is a promissory note, draft, 

S bill of exchange, or banker's acceptance which satisf~es the 

6 following criteria: 

7 a. It evidences an obligation to pay cash within nine 

8 months after the date of issuance, exclusive of days 0: grace. 

9 b. It is issued in denominations of at least fifty 

10 thou~and dollars. 

11 c. It receives a rating in one of the three h~ghest rat:ng 

12 categories from a nationally recognized stat:stical rating 

13 organization. 

14 The exemption under this subsectIon applies to a renewal of 

15 an obligation under this subsection which is likew~se limited, 

16 and to a guarantee of such an obligation or of a renewal. 

17 Sec. 8. Section 502.202, subsection 11, Code 1991, is 

18 amended to read as follows: 

19 11. A security issued in connection with an e~ployee stock 

20 purchase, option, savings, pension, profit sharing or similar 

21 benefit plan,-p~ovided,-in-~he-ease-o~-p~ans-~hieh-are-noe 

22 q~aYif~ed-~~de~-seetion-4et-o~-~he-internaY-Reven~e-eode-and 

23 whieh-provide-for-eontribtltion-by-effiptoyees,-the-ad~in~st~eter 

24 is-noti~ied-in-~riting-fifteen-deys-before-the-iMeept~on-of 

25 the-pten-of-the-terms-of-the-pien. 

26 Sec. 9. Sec~ion 502.202, Code 1991, is amended by adding 

27 the following new subsection: 

28 NEW SUBSECTIO~. 19. Any security representing a time-

29 share interval as defi~ed i~ section 55iA.2. 

30 Sec. 10. Sectio!1 502.201.-~~E~_e..~i2..~J?.?E~~h_c.:.. Code 

31 1991, is ame!1ded :0 read as follows: ---------.... -
32 c. The secur~ty was issued by a!1 issuer which has had o' 

33 currently has a class of securities registered ~nder ·~is 
~"..........-:::' ......... ~ .",,"->-'-'.~-,- ., ...... ,..- .... , ............ """ •.... ..,....-.. ".<...-.." .., .. 

34 chapter, or under chapter 502 0: the Code as it existed Dyi~. 
_______ ~ ..... ___ .,-_-_.,~"' _ -'.~"" A •. __ ._ ... -~- ' .... _'--_ Ii:._ 

35 to January 1, 1976; or 
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1 Sec. 11. Section 502.203, subsection 8, Code 1991, is 

2 amended to read as follows: 

3 8. An offer or sale to a ban~, savings i~~t±~~t~eM a~d 

4 loan association, credit union, trust company, insurance 

5 company, investment company as defined in the Investment 

6 Company Act of 1940, pensio~ or profit sharing trust, or other 

7 financial institution or :nstitut:onal buyer, or to a bro~er-

8 dealer, whether the ?urchaser :s acting for it5el~ or in a 

9 fiduciary capacity. However, the administrator, by rule or 

10 order, may grant chis exe",pcion to a person or class of 

11 persons based upon the factors of E~nanciaL sophistication, 

12 net worth, and the amount of assets under i~vest~ent. 

13 Sec. 12. Section 502.203, subsection ll, Code :991, is 

14 amended by striking the subsectior. and i~serting i~ lieu 

15 thereof the following: 

16 11. Any transaction pursuant to an offer to existi~g 

17 security holders of the issuer, including persons who at che 

18 time of the :ransaction are ho:ders of convertible sec~rities, 

19 nontransferable warra~ts, or transferable warrants, 

20 exerCiSdQ1e within not more than ninety days of th~ir 1S-

21 suance, if: 

22 a. A commission or other remunerat~on (other than a 

23 standby commission) is not paid or g:ven direcc.ly or in-

24 directly for soliciting a security holder in this stQte; or 

25 O. T~e issuer first :i:es a notice specifying the ter~s 0: 
26 the offer and the administrator does not by order disallow :he 

27 exemption within ~he next ten days. 

28 Sec. 13. Section 502.203, subsection 13, paragraphs a 

29 through d, Code :991, are amended by striking the paragraphs 

30 and inserting in lieu thereof the follow:ng: 

31 a. The securities to be distributed are registered u~der 

32 the Securities !l.e!- 0: 1933 before :t".e co;"\sur..rca;:ic,,, of t!1e 

33 transaction; Or 

34 b. T~e securities to be dis~ributed a:e not required to be 

35 registered unde: the Securittes Act of 1923, ~ritc~n notice 0f 

-~-
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1 the transaction, a filing fee of fifty dolla~s, and a copy of 

2 the materials by which approval of the :ransaction will be 

3 solicited, are given to the administrator at least ten cays 

4 before the consuwmation of the transaction, and the adminis-

5 trator does not disallow, by order, the exemption within t~e 

6 next ten days. 

7 Sec. 14. Section 502.203, Code 1991, 1S amended by adding 

8 the following new subsection: 

9 NEW SUBSECTION. 17. The offer o~ sale of securities by a 

10 small business investment company under the federal Small 

11 Business Investment Act of 1958 if: 

12 a. The securities are offered or sold in comp:iance with 

13 17 C.F.R. §§ 230.601 :hrough 230.610a; and 

14 b. The issuer has fi:ed with the administrator the 

15 of:ering document to be used in connection with the offer and 

16 sale of the securities not later than the first use of the 

17 offer LOg document in this state, the issuer has filed with the 

18 administrator a copy of the notification of form "1-£" 

19 required by 17 C.F.R. § 230.604 to be filed with the federal 

20 securities and exchange cowmission, and the lssuer has paid 

21 the administrator a fee of one h~ndred dollars. 

22 Sec. 15. Sect:or. 502.206, subsection 3, unnumoered para-

23 graph 1, Code 1991, is amended to read as follows: 

24 A Unless waived by a registrant, a registration statement 

25 under this section automatically becomes effective at :he 

26 moment the federal registration statement or noti:icatian 

27 becomes effective if: 

28 Sec. 16. SecLor. 502.208, subsection 2, Code 1991, is 

29 amended to read as follows: 

30 2. a. Every persor. filing a registration statemer.~ sr.all 

31 pay a filing ~ee of one-t@~th of o~e percent of the maximux 

32 aggregate offering pr~ce at ~hich ~~e tegis:ereci securitles 

33 are to be offered in ~his state7-~~~. Excep: as prov~ded in 

34 paragraph "b", t.he fee shall in r'.O case be less thc:.i'l :.:.::ty 
35 dollarS or more than ane tho~sand do:lars. 
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1 b. A face-amount certificate company. an open-end 

2 management company. or a unit investment tr~st. as defined in 

3 the Investment Company Act of 1940. may registe~ an indeEi~ite 

4 amount of securities under a regis:ration stateme~t. T~e 

5 registrant. at the time of filing. ~ay pay the maximum fee of 

6 one thousand dollars. or rr.ay pay a fee of two h~~d:ed Ei=ty 

7 dollars and within ninety days after the end oE each Elscal 

8 year curing whic~ i~s registratio~ statement is effect:ve a~d 

9 within ninety days after the registration is terminated do one 

10 of the [ollowing: 

11 ( 1 ) Pay an additional fee of one thousand two hundred 

12 fifty dollars. 

13 ( 2 ) File a report on a form that the admi~istrator by r~le 

14 adoots. reoorting sales of sec~r!=ies to persons within thiS 

15 state during the ~iscal year, an~ 2ay an additional E~~ing ~ee 

16 of o~e-te~th cf one percent of the maximum a9greg~te G~~er~ng 

17 price at which the registered securities were o~~ered in ~~is 

18 state. However, the ~ee in ~o case Shall be ~0re than C~e 

19 thousand two hundred fi~:y dOllars. 

20 c. When a registration statement lS withdrawn before the 

21 effective date or a pre-ef~ective stop order is e~tered under 

22 section 

23 Sec. 

502.209. the administrator shall retain the :ee. 

17. Section 502.208. subsection 9. Code 199:. is 

24 amended by strikir.g :~e s~bsec:ion and inser:ing in lieu 

25 thereof the following: 

26 9. a. A registration statement shall remain ef~ec:lve for 

27 one year from its e~fective date unless it !s extended by .ule 

28 or order of the administrator. All o~tstanding securities of 

29 the same class as a registered security are considered to be 

30 registered for the purpose of any transaction by o. on behalf 

31 of a person who is !10t the iss~er, a~d who is ~ot ~~ co~t:c~ 

32 of the Issuer or contrOlled by tne iss~e: or under common 

33 control with tte issue~, so lo~g as the registration state~ent 

34 is effective, unless otherwise orescribed bv c:dec. A . . 
35 registration statement :nay r'ot be '"ithdrawr. aE:er its 

-/-
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1 effective date if any of the securities has been sold in this 

2 state, unless permit~ed by rule or order of the administrator. 

3 A registration statement is not effective during the ~ime a 

4 stop order is in effect under section 502.209. A registration 

5 statement which never became effective may be withdrawn 

6 without preJudice to the issuer upon request and ~or good 

7 cause as determined at the discretion of the administrator. 

8 b. During the effective period of a registra:ion 

9 statement, the administrator may by rule or order require the 

10 person who filed the registration statement to ~i~e reports, 

11 not more often than quarterly, to keep reasonabcy currer.c the 

12 information contained in the registration statement and to 

13 disclose the progress of the offering. If any of the 

14 securities registered has been sold in this scate, the 

15 administrator may by rule or order extend :he per10d for 

16 filing the reports for an additional period not exceedi~g two 

17 years from the date the registration became effec~ive or from 

18 the date of its last amendment or extension. 

19 Seo. "8. Section 502.209, subsection 1, Code :991, is 

20 amended by adding the following new paragraph: 

21 NEW PARAGRAPH. j. The applicant or registrant tas 

22 abandoned the registration statement. The admi~istrator nay 

23 enter an order under this paragraph if ~otice :s ser.t :0 che 

24 applicant or registrant, and ei:her the ad~inistrator fails to 

25 receive a response from the applic?r.t or registrant, or action 

26 is not taken by the applicant or registrant witn1n the tine 

27 specified by the administrator. 

28 Sec. 19. Section 502.301, subseotion 1, Code :991, is 

29 amended to read as follows: 

30 L. It is unlawfu: for any person to transact business in 

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

32 the ~ollowing conditlons is satis~ied: 

33 a. The persor. 1S registered under chis chapter. 

34 b. ~~e oerSOIl is a broker-dealer ~ho has ~o olace of 

35 business in this state and the brOKer-dealer satlsfies cr.e of 

-8-
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1 the following requirements: 

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

3 exclusively with or through the issuers of the securit:es 

4 involved in the transaction, oc~er broker-dealers, ban~s, 

5 trust companies, insurance companies, or inves:~ent companies 

6 as defined in the !nvest~e~t Comoany Act of 1940, pension or 

7 profit sharing trusts, or other financial institutions or 

8 institutional buyers, whetner acting for therrselves or as 

9 trustees; 

10 (2) During anv per~od of twelve consecutive months ~he 

11 broker-dealer does not effect :ransactions in this state in 

12 any manner with more than three_ persons other than these 

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

14 any of the offerees :s ~hen present in :his state; or 

15 (3) ~he administrator desiqnates the broker-dealer as 

16 exempt from these requirements by either rule or order. 

17 Sec. 20. Section 502.302, subsection 1, Code 1991, is 

18 amended to read as follows: 

19 1. A broker-d~aler or agent may oOLain an initial or 

20 renewal license by filing with the administrator, or an 

21 organization which the administrator by rule designates, an 

22 application together with a consent to service of process 

23 pursuant to section 502.609 and the ap~ropriate filing fee. 

24 The application shall contain the information the 

25 administrator requires by rule concerning the applicant's form 

26 and place of organization, proposed method of do:~g busi~ess 

27 and financial condition, the qualifications a~d experie~ce of 

28 the applicant, including, in the case of a broker-dedler, the 

29 qualifications and experience 0f any partner, Qfficer, 

30 director o~ controlling person, any injunction or 

31 administrative order or convic:ion of a misdemea~or i~vo!vi~g 

32 secur~ties and a~y convictio~ of a ~e:ony, and any other 

33 matters which the ad~:nist(ato~ dete~~ir.es a~e relevanc to ~he 

34 application. If no denial order is in effect a~d no 

35 proceeding is pend:ng under sectien 502.304, registration 
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1 becomes effective at noon of the thirtieth dey after an a 

2 completed application or an amendment comple~in~the 

3 application is filed, unless waived by ~he applicant. The 

4 administrator may by rule or order specify an earlier 

5 effective date a"d-may-by-order-defe~-~"e-e~feeeive-daee-tlntil 

6 r.oon-of-e"e-e"ireieeh-day-afee~-e"e-fil±ng-of-an-ame"d~ent. 

7 Re9i~eraeio"-of-a-b~oker-dea±er-atl~Offiaeieaiiy-eor.~eietl eeg 

8 re9~~eraeien-ef-ar.-ager.e-r.amed-ir.-ehe-app±ieaeior.-or 

9 amendmer.e~-eo-ehe-applieaeior.-M"O-±g-a-partner,-offieer-er 

10 direeeer,-o~-w~o-ig-a-pergon-oeetlpying-a-gimilar-geattlg-or 

11 performing-gimi±ar-~aneeior.g. 

12 5ec. 21. Section 502.302, subsection 2, Code 1991, is 

13 amended to read as follows: 

14 

15 

16 

17 

18 

2. Every applicant for initial or renewal registration as 

a broker-dealer shall pay a filing fee of two hundred dol.lars. 

Every applicant for initial or renewal registration as an 

agent shall pay a filing fee of eweney thirty dollars. A 

Eiling fee is not refundable, 

19 Sec. 22. Section 502.301, subsection 5, unnumbered 

20 paragraph 1, Code 1991, is amended to read as follows: 

21 Every Except as provLded in this sGbsection, a broker-

22 dealer and every ~ issuer ,.)ho employs agents in connection 

23 with any security or transacticn not exempted either by 

24 section 502.202 or section 502.203, shall file and maintain 

25 with the administrator a bond conditioned that the broker-

26 dealer or issuer shall properly account for any moneys or 

27 securities received from or belonging to another and shall 

28 pay, satisfy, and discharge any judgment or decree that ~ay be 

29 rendered against such broker-dealer or :ssuer in a court of 

30 competent jurisdiction in a suit or action brought by a 

31 purchaser or se:ler of securities against such broker-dealer 

32 or issuer in which it shall be found or adjudged that such 

33 securities were sold or purchased by ~he broker-dea:er or 

34 lssuer in violation of this chapter. Such bond ~ay be drawn 

35 tc cover the original license and any re~ewals thereof, and 
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1 may contain a provision authorizing the surety therein to 

2 cancel upon thirty days' notice to the principal and the 

3 administrator. A broker-dealer who is a member of the 

4 securities investor protection corporation is not required to 

5 furnish a bond. 

6 Sec. 23. Section 502.303, subsection 4, Code 1991, is 

7 amended to read as follows: 

8 4. The administrator ~ha~~ may make ~e~±od±e examinations, 

9 within or without this state, of the business and records of 

10 each registered broker-dealer, at the times and in the scope 

11 as the administrator determines. The examinations may be made 

12 without prior notice to the broker-dealer. The administrator 

13 may copy all records the administrator feels are necessary to 

14 conduct the examination. The expense reasonably attributable 

15 to an examination shall be paid by the broker-dealer whose 

16 business is examined, but the expense so payable shall not 

17 exceed an amount which the administrator by rule prescribes. 

18 For the purpose of avoiding unnecessary duplication of 

19 examinations, the administrator may co-operate with securities 

20 administrators of other states, the securities and exchange 

21 commission, and any national securities excha~ge or national 

22 securities association registered under the Securities 

23 Exchange Act of 1934. The administrator shall not make pub:ic 

24 the information obtained in the course of examinations, except 

25 when a duty under this chapter requires the administrator to 

26 take action regarding a broker-dealer or to make the 

27 information available to one of the agencies specified in this 

28 section, or except when the administrator is called as a 

29 witness in a criminal or civil proceeding. 

30 Sec. 24. Seccion 502.304, subsection 1, unr.u8bered 

31 paragrap~ 1, Code 1991, is ame~ded to read as follows: 

32 The administrator may by crder deny, suspend, cr revoke a . -
33 registration or may censure~ a~-~p~;±ee~t-or-~~~~~t~a~t-e~-~ey 

34 impose a civil penalty ~I or bar a~ anplicQ::t, reg:stra~t, 

35 O~ any of~icer, directct, oartner, or person occu~vi~g a 

, . 
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1 similar status or performing similar f~nctions fo~ a 

2 registrant. A person barred under th!s subsectio~.may be 

3 prohibited by the administrato~ from err.ol.oymer'.t ' .. i:t.~ 

4 registered broker-dealer. The administrator may ~est~ict ~he 

5 person barred from engaging in any activity for which 

6 registrat:on is required. Any action by the administra:or 

7 under this subsection may be taken if the order is fou~d to be 

8 in the public inte~est and it is found that the applicant or 

9 registrant or, in the case of a broker-dealer, a pa~tner, an 

10 officer, or a director, a person occupying a slmi:ar status or 

11 performing similar funct~ons, or a person directly or 

12 indirectly controlling the broker-dealer: 

13 Sec. 25. Section 502.304, subsection 1, parag:aph d, Code 

14 1991, is amended to read as follows: 

15 d. Is permanently or temporarily enjoined by any court of 

16 competent jurisdiction from engaging in or continui~g any 

17 conduct or practice involving any aspect of the securitiesL 

18 insurance, or commodities business; 

19 Sec. 26. Section 502.304, subsection I, paragraph f, Coce 

20 1991, is amended by striking the paragraph and inserting in 

21 lieu thereof the following: 

22 f. Is the subject of an adjudication or order en~ered 

23 aEter notice and opportunity Eor hearing, within the past ten 

24 years by a securities or commodities agency, an administ[ato~ 

25 of another state, Or a cou~t of compecent jurisdiction, ~hat 

26 reflects that the person has violated the Securities Act of 

27 1933, the Securities Exchange Act of 1934, the Investme~t 

28 Advisers Act of 1940, the Inve5t~ent Company Ac~ of 1940, or 

29 the commod':'ty Exchange Act, a securl::ies or corr.rr.odit:.es ::'01'.-/ 

30 any other state, or a ~nited States postal service fraud 

31 order. However, the administrator may not do either of the 

32 following: 

33 (11 Institute a revocation or suspension proceeding ~nder 

34 this paragraph more ~han one year frou. the fi~al ager.cy order 

35 relied on or, if the order has been appealed, the ~i~a! court 
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1 decision. 

2 (2) Enter an order under this paragraph on the basis of an 

3 order under another state law unless that order was based on 

4 facts which would currently constitute a ground for an order 

5 under this section. 

6 Sec. 27. Section 502.304, subsection 1, paragraph j, Code 

7 1991, is amended to read as follows: 

8 j. ~f-a-b~e~er-dea~e~,-~~-Ma~ Has failed reasonably to 

9 supervise ~~~-a~e~~e an agent or employee. 

10 Sec. 28. Section 502.304, subsection 1, Code 1991, ~s 

11 amended by adding the following new paragraphs: 

12 ~EW PARAGRAPH. k. Has been denied the right to do 

13 business in the sec~rities industry, or the person's authority 

14 to do business in the securities industry has been revoked for 

15 cause by another state, federal, or foreign gove[n~ental 

16 agency or by a self-regulatory organization. 

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

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

19 securities, commodities, or fraud-related violations of the 

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

21 governmental unit. 

22 Sec. 29. Section 502.304, subsection 2, Code 1991, ,s 

23 amended to read as fOllows: 

24 2. The administrator may not institute a susper.sion or 

25 revocation proceeding under subsection 1. paragraphS "c" 

26 through "f", or. the basis of a ~act k~own ~o the adminiitrator 

27 when registration became effective unless the proceeding is 

28 instituted within th~~~y sixty days a~ter the e~~ec:i~e date. 

29 Sec. 30. Section 502.304, s~bsec~ion 7, Code :991, is 

30 amended co read as :Ql~Qws: 

31 7. A civil penalty levied ~nder subsection 1 shac~ net 

32 exceed t.e-han~~eci-f~f~y o~e :ho~sand dollars per viol~tion 

33 per perso~ ~or-te~ a~d s~a~: ~o: exceed one ~u~d:ed :~ousand 

34 dollars in a single proceeding ~gains~ any e~e person. ~" 

35 administrative fi~es recei~ed shall be deposi~ed in the et~te 
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1 general fund of the state. 

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

3 amended to reac as follows: 

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

5 under this chapter, the administrator or any officer 

6 designated by the administrator may adminis~er oaths and 

7 affirmations, subpoena witnesses, compel their attendance, 

8 take evidence, and require the production of any books, 

9 papers, correspondence, memoranda, agreements or other 

10 documents or records which the administrator deems relevant or 

11 material to the inquiry, all of which may be enforced in 

12 accordance with ~he-fowa-admini~t~ati~e-~~oeedtl~e-Aet chao:er 

13 17.n.. 

14 b. ~he administrator may issue and bring an action in 

15 district court to enforce subpoenas in this state at the 

16 request of a securities agency or administrator oE another 

17 state, if the activity constituting an alleged violation for 

18 which the information is sougnt would be a viola:ion of this 

19 chapter had the actlvity occurred in this state. 

20 Sec. 32. NE'", SECTION. S02.603A COOPERATION iHTH OTHER 

21 AGENCIES. 

22 1. To encourage uniform interpretation and administration 

23 of this chapter anc effective securities regulation and en-

24 ~orcement, the administrator may cooperate with the securities 

25 agencies or administrators of any state, Canadian provl~ce or 

26 territory, another count,y, the sec~rities and exchange com-

27 mission, the co~~odity futures ~rading commission, the 

28 securities investor protection corporation, any self-

29 regulatory organization, any national or internationa: 

30 o~ganization of securities officials or agencies, and any 

31 governmental law enforcement or regulatory agency. 

32 2. The cooperation authorized by subsection i may include, 

33 but is not limited to, the following: 

34 d. Establi5~ing a central depositcry for licenSing O~ 

35 registration under this chap:er and Eor documents or records 
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1 required or allowed to be maintained under this chapter. 

2 b. Making a joint examination or investigation. 

3 c. Holding a joint administrative hearing. 

4 d. Filing and prosecuting a joint civil or administrative 

5 proceeding. 

6 e. Sharing and exchanging personnel. 

7 f. Sharing and exchanging infor~ation and documents 

8 subject to restriction of confidentiality in section 502.603, 

9 subsection 1. 

10 9. Formulating, in accordance 

11 proposed rules on ~atters such as 

12 lines, and interpretive opinions. 

13 Sec. 33. Section 502.604, Code 

14 follows: 

with chapter 17A, rules or 

statements of policy, guide-

1991, is amended to read as 

15 502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS. 

16 Whe~eve~ IE it appears to the administrator tr.at a~y ~ 

17 person has engaged or is about to engage in any an act or 

18 practice constituting a violation of any-~~evt~ten-e~ this 

19 chapter or any rule or order heretlnoer adopted or issued 

20 pursuant to this c~apter, the administrator may do either or 

21 both of the following: 

22 1. Issue an order directed at any-stleh the person 

23 requiring ~tle" the person to cease anc desist :ror.1 engaging in 

24 such act or practice~-er~ 

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

26 aets-e~-praetiees act or practice and to enforce compliance 
I , __ "-...... .:...._'l .. ~=.".-.~ ... _ .. .="'" 

27 with this chapter or any a r~le or order ~e~etl~~er adopted O~ 

28 issued Dursuant to this chapter. Upon a proper showing a 

29 permanent or temporary injunction, restraini~g cr~er, or ~r~t 

30 of ma~camus shal: be granted and a receive~ or ccr.servator may 

31 be appointed for the defendant o~ ene defendant's asse~s. :n 

32 add 't'o- on a ..., ... -. ... h r "'.' .... b' ....... adtr.i ; - ... - ......... ... ~ 1. • ,., up J;-'"~De. s .~,'l..g 'I • .oe ... _n.s .. «.,-,., ... e 

33 court may enter ar1 order of rescission, restit~~io~, or 

]4 disgorgeme~t directed at any perss~ ~1hO has e~gaged l:~ an act 

35 const~tutina a vio:a~io~ of th~s chapter, or a ~~:e O~ order 
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adopted or issued pursuant to this chapter. 

shall not be required to post a bond. 

H.1-' • 

The ad~inistrator 

Sec. 34. 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, 

9 who, after notice, may apply to a district court to enforce 

10 compliance. The court may order any or all of the following: 

11 1. Injunctive relief, restricting or prohibiting the offer 

12 or saie of securities. 

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

14 tion. 

15 3. Production of documents or records, including but not 

16 limited to books, papers, correspondence, memoranda, or 

17 agreements. 

18 4. Such other relief as may be required. 

19 Such an order shall be effective until the person files the 

20 statement or report or produces the docuffients requested, or 

21 obeys the subpoena. 

22 Sec. 35. Section 502.609, subsection 1, unnumbered para-

23 graph 1, Code 1991, is amended to read as f01iows: 

24 Every app:ican: for registration under this chapter, and 

25 every issuer whic~ proposes to offer a security 1n this state 

26 ~h~etl9h-any-~e~se"-ae~~n9-a~-agen~, shall file "ien the 

27 administ~ator, in such form as the administrato~ by rule 

28 prescribes, an irrevocable consent appo:nting the 

29 administrator or the administrator's successor in o~~ice =0 be 

30 s~ch person's attorney to rece~ve service of any lawful 

31 process in any noncri~ir.al suit, actior. or ptoceedi~g against 

12 such pe~son or the s~ccessor, executor or administra:oE of 

33 s~ch person wtich arises ~nder this chap:e: or any rule or 

34 order hereunder af~er the con$e~t has been fi:ed, with the 

35 same validity as ~f se~ved persc~clly on the person fi::ng the 
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1 conSent. The consent need not be filed by a person who has 

2 filed a consent in connection with a previous registrat~on 
3 which is then in effect. Service may be made by leaving a 

4 copy of the process in the office of the administrator, but it 
5 is not effective unless the plaintiff, including the 
6 administrator when actir.g as such, 

7 Sec. 36. Section 502.210, Code 1991, is repealed. 
8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2C 

2.1 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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A BILL FOR 

1 An Act relating to securities by regulating transactions 
2 involving securities and regulating persons engaged in 

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

3 the following: 
4 c. A bank when acting on its own account or when exer-
5 cising trust or fiduciary powers permitted for banks under 
6 applicable state or federal laws and regulations providing for 

7 the organization, operation, supervision, and examination of 

8 such banks; 
9 Sec. 2. Section 501.102, subsection 4, paragraph d, Code 

10 1991, is amended by striking the paragraph. 

11 Sec. 3. Section 502.102, subsection 7, paragraph b, Code 

12 1991, is amended by striking the paragraph and inserting in 

13 lieu thereof the following: 
14 b. With respect to a fractional undivided interest in an 
15 oil, gas, or other mineral lease or in payments out of pro-
16 duct ion under a lease, right, or royalty, the term "issuer" 

17 means the owner of an interest in the lease or payments out of 

18 production under a lease, right, or royalty, whether whole or 

19 fractional, who creates fractional interests for the purpose 

20 of sale. 

21 Sec. 4. Section 502.102, subsection 12, Code 1991, is 

22 amended to read as follows: 

23 12. "Security" means any note; stock; treasury stock; 
24 bond; debenture; evidence of indebtedness; certificate of 
25 interest or participation in a profit sharing agreement; 

26 collateral trust certificate; preorganization certificate or 

27 subscription; transferable share; investment contract; voting 

28 trust certificate; certificate of deposit for a security; 

29 ee~~irie8~e-or-i"~erest-or-part±e±pa~±on-±n-an-o±17-9as-o~ 

30 Minin9-~±tle-o~ fractional undivided interest in an oil, gas, 

31 or other mineral lease or in payments out of production under 

32 such a ~i~le-er lease, right, or royalty; or, in general, any 

33 interest or instrument commonly known as a "security", or any 

34 certificate of interest or participation in, temporary or 
35 interim certificate for, receipt for, guarantee of, or warrant 
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1 or right to subscribe to or purchase, any of the foregoing. 
2 ·Security· does not include a-t±me-~~are-±"ter~ai-a5-de~±"ed 
3 ±"-5eet±o"-55YA~~-or an insurance or endowment policy or 
4 annuity contract under which an insurance company promises to 
5 pay money either in a lump sum or periodically for life or for 
6 some other specified period. 
7 Sec. 5. Section 502.202, subsection 3, Code 1991, is 
8 amended to read as follows: 
9 3. Any security issued by and representing an interest in 

10 or a debt of, or guaranteed by, any bank organized under the 

11 laws of the United States, or any bank, sa~±n9s-±"st±t~t±on7 
12 or trust company organized and supervised under the laws of 

13 this state. 
14 Sec. 6. Section 502.202, subsection 10, Code 1991, is 

15 amended by striking the subsection and inserting in lieu 

16 thereof the following: 
17 

18 

19 

20 

21 

22 

23 

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. 
24 c. It receives a rating in one of the three highest rating 
25 categories from a nationally recognized statistical rating 

26 organization. 
27 The exemption under this subsection applies to a renewal of 

28 

29 

30 

31 

32 

33 

34 

35 

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, profit sharing or similar 

benefit plan7-pro~±ded7-i"-the-ea~e-of-plans-wh±eh-are-not 
q~ai±fied-~nder-seetion-4e%-of-the-fnternel-Reven~e-eode-end 
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1 w~~e~-p~o~~de-fo~-eon~~~e~~~en-ey-empioyees/-ehe-adm~n~se~aeo~ 

2 ±s-"oe±fied-ift-w~±e±"9-f±feee"-days-eefe~e-ehe-ineepe±on-of 

3 ehe-pia"-ef-e~e-ee~ms-of-ehe-pian. 

4 Sec. 8. Section 502.202, Code 199~, is amended by adding 

5 the following new subsection: 
6 NEW SUBSECTION. 19. Any 
7 share interval as defined in 

security representing a 
section 557A.2. 

time-

8 Sec. 9. Section 502.203, subsection 8, Code 1991, is 

9 amended to read as follOWS: 

10 8. An offer or sale to a bank, savings ±ftse±e~e±on and 

11 loan association, credit union, trust company, insurance 

12 company, investment company as defined in the Investment 

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

14 financial institution or institutional buyer, or to a broker-
15 dealer, whether the purchaser is acting for itself or in a 

16 fiduciary capacity. However, the administrator, by rule or 

17 order, may grant this exemption to a person or class of 
18 persons based upon the factors of financial sophistication, 

19 net worth, and the amount of assets under investment. 

20 Sec. 10. Section 502.203, subsection 11, Code 1991, is 

21 amended by striking the 

22 thereof the following: 

23 11. Any transaction 
24 security holders of the 
25 time of the transaction 

subsection and inserting in lieu 

pursuant to an offer to existing 

issuer, including persons who at the 
are holders of convertible securities, 

26 nontransferable warrants, or transferable warrants, . 

27 exercisable within not more than ninety days of their is-

28 suance, if: 

29 a. A commission or other remuneration (other than a 

30 standby commission) is not paid or given directly or in-

31 directly for soliciting a security holder in this state, or 

32 b. The issuer first files a notice specifying the terms of 

33 the offer and the administrator does not by order disallow the 

34 exemption within the next ten days. 
35 Sec. 11. Section 502.203, subsection 13, paragraphs a 

-3-



. ~ 
19 

e 

-

S.F • ____ H.F. 

1 through d, Code 1991, are amended by striking the paragraphs 
2 and inserting in lieu thereof the following: 
3 
4 

5 

6 

7 

8 

9 
10 
11 

12 

13 
14 

15 

16 

17 

18 

a. The securities to be distributed are registered unde, 
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: 
19 a. The securities are offered or sold in compliance with 

20 17 C.F.R. §§ 230.601 through 230.610a; and 

21 b. The issuer has filed with the administrator the 

22 offering document to be used in connection with the offer and 

23 sale of the securities not later than the first use of the 

24 offering document in this state, the issuer has filed with the 

25 administrator a cop~ of the notification of form "l-E" 
26 required by 17 C.F.R. § 230.604 to be filed w~th the federal 

27 securities and exchange commission, and the issuer has paid 

28 the administrator a fee of one hundred dollars. 

29 
30 

31 
32 

33 

34 

3S 

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, is 
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1 amended to read as fOllows: 

2 2. a. Every person filing a registration statement shall 

3 pay a filing fee of one-tenth of one percent of the maximum 

4 aggregate offering price at which the registered securities 

5 are to be offered in this state,-bat. Except as provided in 

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

7 dollars or more than one thousand dollars. 

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

9 management company, or a unit investment trust, as defined in 

10 t~e Investment Company Act of 1940, may register an indefinite 

11 amount of securities under a registration statement. The 

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

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

14 dollars and within ninety days after the end of each fiscal 

15 year during which its registration statement is effective and 

16 within ninety days after the registration is terminated do one 

17 of the following: 

18 (1) Pay an additional fee of one thousand two hundred 

19 fifty dollars. 

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

21 adopts, reporting sales of securities to persons within this 

22 state during the fiscal year, and pay an additional filing fee 

23 of one-tenth of one percent of the maximum aggregate offering 

24 price at which the registered securities were offered in this 

25 state. However, the fee in no case shall be more than one 

26 thousand two hundred fifty dollars. 

27 c. When a registration statement is withdrawn before the 

28 effective date or a pre-effective stop order is entered under 

29 section 502.209, the administrator shall retain the fee. 

30 Sec. 15. Section 502.208, subsection 9, Code 1991, is 

31 amended by striking the subsection and inserting in lieu 

32 thereof the following: 

33 9. a. A registration statement shall remain effective for 

34 one year from its effective date unless it is extended by rule 

35 or order of the administrator. All outstanding securities of 
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1 the same class as a registered security are considered to be 
2 registered for the purpose of any transaction by or on behalf 
3 of a person who is not the issuer, and who is not in control 
4 of the issuer Or controlled by the issuer or under common 
5 control with the issuer, so long as the registration statement 

6 is effective, unless otherwise prescribed by order. A 

7 regist.ation statement may not be withdrawn after its 

8 effective date if any of the securities has been sold in this 

9 state, unless permitted by rule or order of the administrator. 

10 A registration statement is not effective during the time a 

11 stop order is in effect under section 502.209. A registration . 
12 statement which never became effective may be withdrawn 

13 without prejudice to the issuer upon request and for good 

14 cause as determined at the discretion of the administrator. 

15 b. During the effective period of a registration 

16 statement, the administrator may by rule or order require the 

17 person who filed the registration statement to file reports, 

18 

19 

20 

21 
22 

23 
24 

25 

26 

27 

28 

29 

30 
31 

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 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 
32 receive a response from the applicant or registrant, or action 

33 is not taken by the"applicant or registrant within the time 

- ~: 
specified by 

Sec. 17. 

the administrator. 

Section 502.301, subsection 1, Code 1991, is 
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1 amended to read as follows: 
2 1. It is unlawful for any 
3 this state as a broker-dealer 

person to transact 

or agent unless at 

business in 
least one of 

4 the following conditions is satisfied: 

5 a. The person is registered under this chapter. 

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

7 business in this state and the broker-dealer satisfies one of 

8 the following requirements: 

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

10 exclusively with or through the issuers of the securities 

11 involved in the transaction. other broker-dealers. banks. 

12 trust companies. insurance companies. or investment companies 

13 as defined in the Investment Company Act of 1940. pension or 

14 profit sharing trusts. or other financial institutions or 

15 institutional buyers. whether acting for themselves or as 

16 trustees; 

17 (2) During any period of twelve consecutive months the 

18 broker-dealer does not effect transactions in this state in 

19 any manner with more than three persons other than those 

20 specified in subparagraph (1). whether or not the offeror or 

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

22 (3) The administrator designates the broker-dealer as 

23 exempt from 

24 Sec. 18. 

these requirements by either rule or order. 

Section 502.302, subsection 1, Code 1991, is 

25 amended to read as follows: 

26 1. A broker-dealer or agent may obtain an initial or 

27 renewal license by filing with the administrator, or an 

28 organization whiCh the administrator by rule designates. an 

29 application together with a consent to service of process 

30 pursuant to section 502.609 and the appropriate filing fee. 

31 The application shall contain the information the 

32 administrator requires by rule concerning the 

33 and place of organization, proposed method of 

applicant's form 

doing business 

34 and financial condition, the 

35 the applicant, including, in 

qualifications and experience of 

the case of a broker-dealer, the 
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1 qualifications and experience of any partner, officer, 

2 director or controlling person, any injunction or 

3 administrative order or conviction of a misdemeanor involving 
4 securities and any conviction of a felony, and any other 
5 matters which the administrator determines are relevant to the 
6 application. If no denial order is in effect and no 

8 

9 

10 

11 

12 

13 
14 
15 

16 

17 

18 

7 proceeding is pending under section 502.304, registration 

becomes effective at noon of the thirtieth day after en 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 end-mey-~y-order-de~er-ehe-e~feee~ve-deee-ane~~ 

noon-of-ehe-eh~re~eeh-dey-efeer-ehe-f~~~nq-of-en-emendmene. 

Req~~ereeion-of-e-~roker-dee~er-eaeomee~ee~:y-eon~eieaee~ 

reqi~ereeion-of-en-eqene-nemed-in-ehe-e~~~ieeeion-or 

emendmenes-eo-ehe-e~~~ieeeion-who-is-e-~erener7-offieer-or 

direeeor7-or-who-is-e-~erson-oeea~y~nq-e-simi~er-seeeas-or 

~erformin9-s~m~~er-faneeions~ 

19 Sec. 19. Section 502.302, subsection 2, Code 1991, is 

20 amended to read as follows: 

21 

22 a 
2. Every applicant for initial 

broker-dealer shall pay a filing 

or renewal registration as 

fee of two hundred dollars. 
23 Every applicant for initial or renewal registration as an 
24 agent shall pay a filing fee of eweney thirty dollars. A 
25 filing fee is not refundable. 

26 Sec. 20. Section 502.302, subsection 5, unnumbered 

27 paragraph 1, Code 1991, is amended to read as follows: 

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

29 dealer and every an issuer who employs agents in connection 

30 with any security or transaction not exempted either by 

31 section 502.202 or section 502.203, shall file and maintain 

32 with the administrator a bond conditioned that the broker-
33 dealer or issuer shall properly account for any moneys or 

34 securities received from or belonging to another and shall 
35 pay, satisfy, and discharge any judgment or decree that may be 

-8-



S.F. H.F. 

1 rendered against such broker-dealer or issuer in a court of 

2 competent jurisdiction in a suit or action brought by a 
3 purchaser or seller of securities against such broker-dealer 

4 or issuer in which it shall be found or adjudged that such 

5 securities were sold or purchased by the broker-dealer or 

6 issuer in violation of this chapter. Such bond may be drawn 

7 to cover the original license and any renewals thereof, and 

8 may contain a provision authorizing the surety therein to 

9 cancel upon thirty days' notice to the principal and the 

10 administrator. A broker-dealer who is a member of the 

11 securities investor protection corporation is not required to 

12 furnish a bond. 
13 Sec. 21. Section 502.303, subsection 4, Code 1991, is 

14 amended to read as follows: 

15 4. The administrator ~haii may make ~er±od±e examinations, 

16 within or without this state, of the business and records of 

17 each registered broker-dealer, at the times and in the scope 

18 as the administrator determines. The examinations may be made 

19 without prior notice to the broker-dealer. The administrator 

20 may copy all records the administrator feels are necessary to 

21 conduct the examination. The expense reasonably attributable 

22 to an examination shall be paid by the broker-dealer whose 

23 business is examined, but the expense so payable shall not 

24 exceed an amount which the administrator by rule prescribes. 

25 For the purpose of avoiding unnecessary duplication of 

26 examinations, the administrator may co-operate with securities 

27 administrators of other states, the securities and exchange 

28 commission, and any national securities exchange or national 

29 securities association registered under the Securities 

30 Exchange Act of 1934. The administrator shall not make public 

31 the information obtained in the course of examinations, except 

32 when a duty under this chapter requires the administrator to 

33 take action regarding a broker-dealer or to make the 

34 information available to one of the agencies specified in this 

35 section, or except when the administrator is called as a 
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1 witness in a criminal or civil proceeding. 
Section 502.304, subsection 1, 2 Sec. 22. unnumbered 

3 paragraph 1, Code 1991, is amended to read as follows: 

4 The administrator may by order deny, suspend~ or revoke a 

5 registration or may censure~ an-a~~%±eane-or-re9i~trane-or-may 
6 impose a civil penalty upon, or bar an applicant, registrant, 
7 or any officer, director, partner, or person occupying a 

8 similar status or performing similar functions for a 

9 registrant. A person barred under this subsection may be 
10 prohibited by the administrator from employment with a 

11 registered broker-dealer. The administrator may restrict the 

12 person barred from engaging in 

13 registration is required. Any 

any activity for which 

action by the administrator 
14 

15 

16 

17 

18 

19 

20 

21 

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 d, Code 

1991, is amended to read as follows: 

22 d. Is permanently or temporarily enjoined by any court of 

23 competent jurisdiction from engaging in or continuing any 

24 conduct or practice involving any aspect of the securities~ 
25 insurance, or commodities business; 
26 Sec. 24. Section 502.304, subsection 1, paragraph f, Code 

27 1991, is amended by striking the paragraph and inserting in 

28 lieu thereof the following: 

29 f. Is the subject of an adjudication or order entered 

30 after notice and opportunity for hearing, within the past ten 

31 years by a securities or commodities agency, an administrator 

32 of another state, or a court of competent jurisdiction, that 

33 reflects that the person has violated the Securities Act of 

34 1933, the Securities Exchange Act of 1934, the Investment 
35 Advisers Act of 1940, the Investment Company Act of 1940, or 
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1 the Commodity Exchange Act, a securities or commodities law of 

2 any other state, or a United States postal service fraud 

3 order. However, the administrator may not do either of the 

4 following: 

5 (l) Institute a revocation or suspension proceeding under 

6 this paragraph more than one year from the final agency order 

7 relied on or, if the order has been appealed, the final court 

8 decision. 

9 (2) Enter an order under this paragraph on the basis of an 

10 order under another state law unless that order was based on 

11 facts which would currently constitute a ground for an order 

12 under this section. 

13 Sec. 25. Section 502.304, subsection 1, paragraph j, Code 

14 1991, is amended to read as follows: 

15 j. ff-a-broker-dea%er,-±~-has Has failed reasonably to 

16 supervise its-a~e"ts an agent or employee. 

17 Sec. 26. Section 502.304, subsection 1, Code 1991, is 

18 amended by adding the following new paragraphs: 

19 NEW PARAGRAPH. k. Has been denied the right to do 

20 business in the securities industry, or the person's authority 

21 to do business in the securities industry has been revoked for 

22 cause by another state, federal, or foreign governmental 

23 agency or by a self-regulatory organization. 

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

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

26 securities, commodities, or fraud-related violations of the 

27 law of this state or another state, federal, or foreign 

28 governmental unit. 

29 Sec. 27. Section 502.304, subsection 2, Code 1991, is 

30 amended to read as follows: 

31 2. The administrator may not institute a suspension or 

32 revocation proceeding under subsection 1, paragraphs "c· 

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

34 when registration became effective unless the proceeding is 

35 instituted within ~hir~y sixty days after the effective date. 
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1 Sec. 28. Section 502.304, subsection 7, Code 1991, is 
2 amended to read as follows: 

3 7. A civil penalty levied under subsection 1 shall not 

4 exceed two-h~"d~ed-~~~ty one thousand dollars per violation 

5 per person "o~-te" and shall not exceed one hundred thousand 
6 dollars in a single proceeding against anyone person. All 

7 administrative fines received shall be deposited in the state 

8 general fund of the state. 
9 Sec. 29. Section 502.603, subsection 2, Code 1991, is 

10 amended to read as follows: 
11 2. a. For the purpose of any investigation or proceeding 

12 under this chapter, the administrator or any officer 

13 designated by the administrator may administer oaths and 

14 affirmations, subpoena witnesses, compel their attendance, 

15 take evidence, and require the production of any books, 

16 papers, correspondence, memoranda, agreements or other 

17 documents or records which the administrator deems relevant or 

18 material to the inquiry, all of which may be enforced in 

19 accordance with the-fowa-adm~nistrative-p~oeed~~e-Aet chapter 
20 17A. 

b. 21 The administrator may issue and bring an action in 

22 district court to enforce subpoenas in this state at the 

23 request of a securities agency or administrator of another 

24 state, if the activity constituting an alleged violation for 

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

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

28 AGENCIES. 
29 1. To encourage uniform interpretation and administration 

31 

32 

33 

34 

35 

30 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 corporation, any self-
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1 regulatory organization, any national or international 

2 organization of securities officials or agencies, and any 

3 governmental law enforcement or regulatory agency. 

4 2. 

5 but is 

The cooperation authorized by subsection 1 may 

not limited to, the following: 

include, 

6 a. Establishing a central depository for licensing or 

7 registration under this chapter and for documents or records 

8 required or allowed to be maintained under this chapter. 

9 b. Making a joint examination or investigation. 

10 c. Holding a joint administrative hearing. 

11 d. Filing and prosecuting a joint civil or administrative 

12 proceeding. 

13 e. Sharing and exchanging personnel. 

14 f. Sharing and exchanging information and documents 

15 subject to restriction of confidentiality in section 502.603, 

16 subsection 1. 

17 g. Formulating, in accordance with chapter 17A, rules or 

18 proposed rules on matters such as statements of policy, guide-

19 lines, and interpretive opinions. 

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

21 follows: 

22 502.604 CEASE AND DESIST ORDERS -- INJUNCTIONS. 

23 Wkene~er If it appears to the administrator that any ~ 
24 person has engaged or is about to engage in any an act or 

25 practice constituting a violation of any-~re~i~ien-e£ this 

26 chapter or any rule or order kereender adopted or issued 

27 pursuant to this chapter, the administrator may do either or 

28 both of the following: 

29 1. Issue an order directed at any-seek the person 

30 requiring seek the person to cease and desist from engaging ~n 

31 such act or practice7-er. 

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

33 acts or practices and to enforce compliance with this chapter 

34 or any ~ rule or order kereander adopted or issued pursuant to 

35 this chapter. Upon a proper showing a permanent or temporary 
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1 injunction, restraining order, or writ of mandamus shall be 

2 granted and a receiver or conservator may be appointed for the 

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

4 proper showing by the administrator, the court may enter an 

5 order of recission, restitution, or disgorgement directed at 

6 any person who has engaged in an act constituting a violation 

7 of this chapter, or a rule or order adopted or issued pursuant 

8 to this chapter. The administrator shall not be required to 

9 post a bond. 

10 Sec. 32. NEW SECTION. 502.604A COURT ACTION. 

11 If a person fails or refuses to file any statement or 

12 report or to produce any books, papers, correspondence, 

13 memoranda, agreements, or other documents or records, or to 

14 obey any subpoena issued by the administrator, the 

15 administrator may refer the matter to the attorney general, 

16 who, after notice, may apply to a district court to enforce 

17 compliance. The court may order any or all of the following: 

18 1. Injunctive relief, restricting or prohibiting the offer 

19 or sale of securities. 

20 2. Revocation or suspension of any license or registra~ 

21 tion. 

22 3. Production of documents or records, including but not 

23 limited to books, papers, correspondence, memoranda, or 

24 agreements. 

25 4. Such other relief as may be required. 

26 Such an order shall be effective until the person files the 

27 statement or report or produces the documents requested, or 

28 obeys the subpoena. 

29 Sec. 33. Section 502.609, subsection 1, unnumbered para-

30 graph 1, Code 1991, is amended to read as follows: 

31 

32 

33 

34 

35 

Every applicant for registration under this chapter, and 

every issuer which proposes to offer a security in this state 

t~roa9h-a"y-pe~~o"-aeei"9-a~-age"t, shall file with the 

administrator, in such form as the administrator by rule 

prescribes, an irrevocable consent appointing the 
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1 administrator or the administrator's successor in office to be 

2 such person's attorney to receive service of any lawful 

3 process in any noncriminal suit. action or proceeding against 

4 such person or the successor. executor or administrator of 

5 such person which arises under this chapter or any rule or 

6 order hereunder after the consent has been filed, with the 

7 same validity as if served personally on the person filing the 

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

9 filed a consent in connection with a previous registration 

10 which is then in effect. service may be made by leaving a 

11 copy of the process in the office of the administrator, but it 

12 is not effective unless the plaintiff, including the 

13 administrator when acting as such, 

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

15 EXPLANATION 

16 This bill amends chapter 502 relating to the regulation of 

17 securities, by doing the following: 

18 Section 1 amends a provision defining persons regulated as 

19 broker-dealers. by providing that a bank is not considered a 

20 bro~er-dealer when acting on its own account or exercising 

21 trust or fiduciary powers. 

22 Section 2 removes the exemption from the definition of 

23 broker dealer which includes out-of-state issuers of 

24 securities. other broker-dealers, banks, savings institutions, 

25 trust companies, insurance companies, investment companies. 

26 pension or profit-sharing trusts, or other financial 

27 institutions. These persons are exempted from registration 

28 requirements under section 17 of the bill. 

29 Section 3 amends the definition of "issuer" to delete an 

30 exclusion from regulation for issuing a type of security which 

31 is an interest in oil. gas. or mineral leases. 

32 Section 4 amends the definition of "security" to rewrite 

33 the provision to include a type of security which is an 

34 interest in oil. gas. or mineral leases. 

35 Section 5 amends a provision exempting from regulation 
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1 certain securities issued by institutions. The bill 
2 eliminates a reference to "savings institutions". The chapter 
3 retains the exemption for securities issued by banks, credit 
4 unions, and savings and loan associations. 
5 Section 6 amends a provision exempting from certain 
6 regulations, securities which are co~~ercial paper. The bill 

7 rewrites this exception to apply to promissory notes, drafts, 

8 bills of exchange, and banker's acceptances. The commercial 
9 paper must evidence an obligation to pay within nine months 

10 after the date of issuance, must be issued in denominations of 
11 at least $50,000, and must receive a rating in one of the 
12 three highest rating categories from a nationally recognized 
13 statistical rating organization. 
14 Section 7 amends a provision exempting from certain 
15 regulations, securities which are connected to an employee 
16 stock purchase, savings, pension, profit sharing, or a benefit 
17 plan. The bill eliminates a provision requiring that certain 

~ 18 of these securities must be filed with the administrator. 

19 Section 8 exempts from certain regulations, securities 
20 having a time-share interval. 
21 Section 9 amends a provision whiCh exempts from certain 
22 regulations transactions involving securities. The current 
23 provision exempts transactions involving savings institutions. 
24 The bill replaces the term "savings institution" with the term 
25 "savings and loan association." The bill als.o exempts similar 
26 transactions by credit unions. 
27 Section 10 amends a provision which currently exempts from 

28 certain regulations transactions involving the conversion of 
29 securities, the exercise of nontransferable rights, the 
30 purchase of securities pursuant to preemptive rights, and a 
31 sale for cash in connection with a stock dividend. This bill 
32 rewrites the provision to exempt transactions with persons who 
33 are holders of convertible securities, nontransferable 
34 warrants, and transferable warrants exercisable within a time 

35 certain. The bill limits the amount of a paid commission or 
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1 requires the issuer to file a notice with the administrator. 

2 section 11 amends a provision which 

3 regulations transactions incident to a 
4 holders or written consent of security 

exempts from certain 

vote by security 
holders which involves 

5 company management, including stock reclassification, reverse 

6 stock splits, mergers, or the transfer of assets. The 

7 p:ovision establishes requirements relating to filing 

8 documents relating to the action. The bill replaces filing 

9 procedures, by providing filing may be eliminated if the 

10 securities are 

11 securities are 

12 transaction and 

13 administrator. 

registered with the federal government. If the 

not registered, a written notice of the 

a filing fee of $50 must be submitted to the 

14 Section 12 adds a new exemption for transactions involving 

15 the sale of securities by small business investment companies 

16 made under the federal Small Business Investment Act of 1958. 

17 Section 13 provides that a registrant may have the 

18 automatic effectiveness of a registration statement. 

19 Section 14 provides an alternative method of registering 

20 securities. The section also provides for alternative methods 

21 of paying registration fees. 

22 Section 15 provides for the effectiveness of a registration 

23 statement. A statement which has not become effective may be 

24 withdrawn by the applicant. The bill provides that the 

25 administrator may require the person filing a registration 

26 statement to file quarterly reports. 

27 Section 16 amends a provision relating to denial, 

28 suspension, and revocation of registration under the chapter. 

29 The bill provides that the administrator may take action under 

30 the section if the applicant or registrant has abandoned a 

31 registration statement. 

32 Section 17 amends a provision which provides for 

33 registration requirements. The bill provides that a person 

34 who previously was exempt from the definition of broker-

35 dealer, is now exempt from registration requirements. The 
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1 exemption was removed from the definition of broker-dealer in 
2 section 2 of the bill. 
3 Section 18 provides that a complete filing is necessary 
4 before registration procedures may be initiated. A registrant 
5 may waive the automatic effectiveness of the registration. 
6 The bi:1 eliminates a provision specifying that registration 
7 of a broker-dealer automatically constitutes registration of 
8 an agent named in the application. 
9 Section 19 provides that a $30 fee is required for an 

10 applicant for an initial or renewal registration as an agent 

11 of a broker-dealer is required to pay. 
12 Section 20 amends a provision requiring broker-dealers and 

13 issuers to file a bond. The bill provides that a broker-
14 dealer who is a member of the Securities Investor Protection 

Corporation is not required to furnish the bond. 15 

16 

17 
18 

19 

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. 

20 Section 22 amends a provision which provides that the 

21 administrator may take action against a registrant or deny 
22 registration to an applicant. This bill provides that the 
23 administrator may bar an applicant, registrant, or any 
24 officer, director, partner, or person occupying a similar 
25 status or performing similar functions for a registrant. The 
26 bar may prohibit a person from being employed in the business 

27 of a broker-dealer or restrict the types of activities that 
28 the person may perform. 
29 Section 23 provides that the administrator may take 

30 disciplinary action or deny an application, if a person 
31 referred to in section 22 of the bill has been enjoined from 
32 conducting aspects of the insurance or commodities business. 
33 Section 24 amends current law which provides that the 
34 administrator may take disciplinary action or deny an 
35 application, if a person is the subject of a disciplinary 
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1 order entered within the past five years by a securities 

2 administrator of another state, or is subject to a 

3 disciplinary o~der by the securities and exchange commission, 
4 or the United States post office. This bill provides that 

5 administrative action against a person referred to in section 

6 22 of the bill may depend upon an adjudication or order within 

7 the past 10 years which is rendered by a securities or 

8 co~~odities agency, an administrator of another state, or a 

9 court of competent jurisdiction. That adjudication or order 

10 must reflect a violation of a federal securities or 

11 commodities statute, a securities or commodities violation of 

12 another state, or an order by the United States post office. 

13 Section 25 provides that a disciplinary action may be taken 

14 against a broker-dealer who has failed to reasonably supervise 

15 an employee. 

16 Section 26 provides that a disciplinary action or action 

17 denying registration may be based on a person having been 

18 denied a right to do business in the securities industry or 

19 the revocation of such right by an authority in another state, 

20 the federal government, a foreign government, or a self-

21 regulatory organization. The action may also be based on a 

22 final order in a criminal, civil, injunctive, or 

23 administrative action relating to securities or commodities 

24 violations or fraud. 

25 Section 27 amends a provision which limits the 

26 administrator's discretion to institute a suspension or 

27 revocation proceeding on the basis of a fact known to the 

28 administrator when the registration became effective. The 

29 bill provides that the limitation does not apply to material 

30 falsehoods or omissions in applications, willful violations of 

31 the securities law, dishonest conduct, insolvency, lack of 

32 qualifications, or failure to supervise agents or employees. 

33 The bill also lengthens the time for instituting such a 

34 proceeding from 30 to 60 days. 

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

3 from $10,000 to $100,000 per proceeding. 

4 Section 29 provides that the administrator may issue and 

5 apply to enforce subpoenas at the request of a securities 
6 agency of another state. 
7 Section 30 provides that the administrator may cooperate 
8 with securities agencies or administrators of different 

9 states, countries, the federal government, or regulatory 

10 organizations. 

11 Section 31 provides that a court may enter an order of 

12 recission, restitution, or disgorgement directed at a person 

13 who has engaged in an act constituting a violation of the 

14 chapter, or a rule or order adopted or issued pursuant to the 

15 chapter. 

16 Section 32 provides that a court may take action against a 

17 
18 

19 

20 

21 

22 

23 
24 

25 

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 

proposing to offer securities through an agent must file 

consent of process with the administrator. The bill provides 

that all issuers must file consent of proces~. 
26 Section 34 repeals a section which prohibits securities 

27 from being registered if the aggregate offering price of all 

28 sec~rities of the issuer which is sold as part of a single 

29 issue is in reliance upon an exemption from federal 

30 registration requirements and exceeds certain dollar amounts. 

31 BACKGROUND STATEMENT 

32 SUBMITTED BY THE AGENCY 

33 This bill is intended to streamline securities regulation 

34 in the state of Iowa, clarify questions of interpretation. and 

35 provide better enforcement powers. This bill relates to 
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1 securities registration exemptions, securities brokerage 

2 firms, amends statutory definitions, provides for annual 

3 registrations, provides,for alternative filing fee 

4 arrangements for investment companies, expands the reasons and 

5 types of sanctions over licensees, and establishes greater 

6 cooperation with other agencies. Commended by and seen as 

7 very beneficial to the industry are the elimination of the 

8 surety bond requirement where federal insurance exists, and 

9 the deletion of a dollar limit on which in-state companies may 

10 raise without making a federal filing. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE PILE S20 

AN AC~ 
RELATING TO SECURITIES BY REGULATING TRANSACTIONS INVOLVING 

SECURITIES AND REGULATING PERSONS e~~AGEO IN 8USINESSES 
RBLATED TO THE ISSUANCE OR TRADING or SECURITIES, AND PRO­
VIDING PENALTIES. 

BE IT ENACTED BV THE GENBRAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 79.17, Code 1991, is am~nded to read 8S 
tollowe, 

79.11 ADDITIONAL PAYROLL DEDUCTIONS. 

1. For the purpo8&a of purchasing insurance and at the 
requeat of two hundred fifty or more state officers or 
e~ployeea, the atate officer 1n charge of the payroll system 
ahall deduct fro~ the wages or salaries of the state officers 
or employees an amount specified by each of the officers or 
employees for payment to any in8dranee company authorized to 
do business in this etate if the following conditions are met: 

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

b. The pay pariod during which the deduction i8 made, the 
frequency, and the amount of the deduction are compatible with 
the payroll system. 

c. The insurance coverage 1s not provided by the state. 

2. The «~ney9 deducted under this section shall be paid 
promptly to the f"s~ra"ee 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 to 
an amount below the minimum prescribed by law. Payaent to an 
officer or employee of compensation less the deduction shall 

constitute a full discharge of claims and demands for servicAS 
rendered by the officer or employee during the period covered 
by the payment. The request tor the deduction nay be 
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withdrawn at any time by filing a written notification of 
withdrawal with the state officer in charge of the payroll 
system. 

Sec. 2. Section 261.21, Code 1991. is amended to read as 
follows: 

262.21 ANNUITV CONTRACTS. 

At the request of an employea through contractual agreement 
the board may arrange for the purcha~e of group or individual 
annuity contracts for any of ita employees from any company 
the employee chooses that i9 authorized to do business In this 

state, or tha board n:!ay arrange for the .. purchase of an 
individual mutual fund contract from_~~~~y the em~yee 
chooses from a br_o1cer-dealer. 9ale~.E~.rson, ~r mutuaL fund 
registered in~~hi& state L for retirement or other purposes. 
and may make payroll deductions in accordance with the 
arrangements for the purpose of payinC} the entire premium due 

and to become due under the contract. The d~ductions shall be 
made In the manner which will qualIfy the annuity premiums for 
the.benefits undpr section 403b of the Internal Revenue Code, 
as defined in section 422.3. The emploype's rights under the 
annuity contract are nonforfeitable exc~pt 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 9ubP'lit a letter of intent to the company 
beinC} replaced, to the ~ns~ranee commissioner of the-~tate-oE 

fe_a ~lLu~~, and to the agent'~ or representative's own 
company at least thirty days prior to any action. Each 

requiLed letter of intent shall be gent by registered mall. 
~his letter of intent shall contain the policy number and 
description of the contract be1ng replaced and a description 
of the replacement contract. 

Sec. 3. Sp.ction ~02.102, subsection 4, paragraphs c and d, 
Code 1991, are amended by striking the paragraphs and 
inserting the following: 

III 

" III 
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c. A bank when actinq on ita own account ar when exer­

cisln9 tru9t or fiduciary powers permltted for banks under 

applicable state or federal laws and re9ulations providin9 for 
the orqanizatLon. operation. supervisjon. and examination of 
such ban!(sl 

d. An lnsurance company which effects transactions in its 
own accounts: 

Sec. 4. Section 502.102. subsection 7. paragraph b. Code 
1991. 18 amended by striking the para9raph and inserting in 
lieu thereof the following: 

h. With respect to a fractional undivided interest in an 
all, 98a, or other mineral lease or in payments out of pro­

dLicUon un(}er a lease, right. or royalty, the tenn "issuer" 
means the owner ot an interest in the lease or payments out at 
prodLictlon under a leage. right. or royalty, whether whole or 

fractional, who creates fractional interests for the purpose 
of aale. 

Sec. 5. S~ctlon 502.102. subsection 12. Code 1991. is 
amended to read as follo~sl 

12. ~Security" means any note: stock: treasury stock: 
bond: debenture: evidence of indebtedness; certiflcate of 

interest or participation in a profit sharinq agreem~nt: 
collateral trust certificate: pt~organization certificate or 

sub~crlptlon: tran9t~rable share: inve~tm&nt contract: voting 
trust certificate; certificate of deposit for a security; 

eertifieate-of-interes~-e~-pa~tieipat*e"-t~-a"-oiiT-qa~-er 

rdntnq-thle-er fractional undivlded interest_in an.9~ .. 9.~ 
or other mine-ral lease or in payments out of production unde-r 

such a tt~ie-or leaseL-!!ght. or royalty: or. in general, any 
interest or instrument corrlTlonly known as a "security", or any 

certificate of interest or participation in. temporary or 

interi~ certificate for, receipt for, quarantee of. or warrant 

or right to sub8cribe to or purchase. any of the fore90in9' 
"Security" does not include I!II-ti-tp,e-shft~e-i"~er.ai-al!l-defi"ed 

~"-aee~ion-5S1ATi-c~ an insurance or endowment policy or 

an~ulty contract under which an ineuranc& company promises to 
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pay f"".oney either in a iump BUll\. or periodlcall)l for life or for 
some other specified peried. 

Sec. 6. Section 502.202. subsection J. Code 1991, is 

a~ended to read as follows: 

3. Any security issued by and representing an interest in 

or a d~bt ot. or guaranteed by. any bank organized under the 
la .... s of the United States. or any bank, l!Ia.il"uJ!'I-ifl"ti-t1:tl:io~7 

or trust company organized and 9upervised under the laws of 
this state. 

Sec. 1. Section 502.202. subsection 10, Code 1991, is 

amended by striking the sub$ection and inserting in lieu 
thereof the fo11owinql 

10. Commercial paper which is a pro~is30ry note, dralt. 
bill of exchange, or banker's acceptance which satisfies the 
following criteria: 

a. It evidences an obli~at1on to pay cash .... ithin nine 
months aEt~r the date of iS9UanC(!, eXClusive of days of grace. 

b. It 19 issued 1n deno~inationfl of at least fifty 
thousand dollars. 

c. rt receives 4 ratlnq in one of tne three highest ratin9 
categories from a nationally recognized statistical ratIng 
organlution. 

The exe~ptlon under this subsp.ction applies to a renewal oE 
an obligation under this subsection which is likewige limited. 
and to a guarantee of such an Obligation or of a renewal. 

Sec. 8. Sect Lon 502.202, subsection 11, Code 1991, is 
amended to read as tollo~s: 

11. A security issued in connection with an employee ~tock 
purchase, optlon, savings, pension. profit aharing or slmilar 

benetit pI8n7-pro.idedT-ift-the-ea5e-ol-pjans-whie~-dr~-~ot 

q1:taiifted-~"der-~eet*cn-49l-cf-the-fnternel-Reve~1:te-eOde-a~d 

whteh-pro.ide-Eor-ecfl~r*b~~toft-b1-eMpio1ee~T·the-ad~in~$~rator 

i9-nO~tfted-*~-writ*n9-fift~eft-daye-before-the-i"eeptio~-cf 

t~e-plen-ef-the-term8-of-the-plaft. 

Sec. 9. Section 502.202, Code 1991. Is amended by adding 
the following new subsectionl 
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NEW SUBSECTION, 19. Any security represent~nq a time­
share interval as defined in section 557A.2. 

Sec. 10. Section 502.203, subsectlon 2, para!;Jraph c, C.ede 

1991. la a~ended to read as follows: 

c. 'I'ne security was hsued by an la~Hler which has had or 

currently has a class of securities registered under this 
chapter, or under chapter 502 of the Code a9 it e~i9ted prior 
to January I, 1976; or 

Sec. 11. Section 502.203, subsection 8. Code 1991, is 

amended to read as follows: 

8. An offer or aale to a bank, savings i"~tttution ~n~ 

loan aS8oclatlo~c!!.L .. ~Lnio.!1' trust company. insurance 
company, investment company a9 defined in the Invest~ent 
Company Act of 1940, pension or profit sharing trust, or other 
financial instIt~tIon or InstitutIonal buyer, or to a broker­
dealer, whether the purchaser is acting for itselE 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. 12. Section 502.203, 9ubsection 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 lssuer, lncludlnq 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 theLr is­

suance, ifl 
a. A col'lltTlission 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 fir!t files a notice specifying the ter~s of 
the offer and the administrator does not by order disallow the 
exemption within the next ten days. 

• • 
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Sec. 13. Section S02.203, subsection 13. paragraphs a 
through d. Code 1991, are amended by strH:ing the paragraphs 
and inserting in lieu thereof the following: 

a. The gecurities to be distributed are registered under 
the Securities Act of 1933 beforp thp. consummation of the 
transaction, or 

b. The securities to be distributed are not required to be 
registered under the Securities Act of 1933, written notic~ of 

the transaction, a filIng fee of fifty dollars, and a copy of 
the materials by Which approval of the transaction · ... ill be 
solicited, are given to the ad(1'linistrator at least ten days 

before the consulM'ation of the transaction. and the adminis­
trator does not disallow, by order. the exemption within thp. 
next ten days. 

Sec. 14. Section 502.203. Code 1991. is amended by adding 
the following new subsp.ction: 

N~ sueSECTION. 17. The offer or sale of securities by a 
s(1'Ial1 business investment conpany under the federal Small 
Business Investment Act of 1958 it: 

a. The securities are offpred or sold in compliance with 
17 C.r.R. S5 2lQ.60l throuqh 230.61Qa; and 

b. The issuer has filed with the administrator the 
offering document to be used 1n connection with the offer and 
sale of the securIties not later than the first use of the 
offering document in this state. the issller has flied with the 

adminlstrator a copy of the notification of torm "1-£" 
required by 17 C.F.R. S 230.604 to be filed with the federal 
securities and exchange commission, and the Issuer has paId 
the administrator a fee of one hundred doll~rs. 

Sec. 15. Section 502.206, subsection 3, unnunbered 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 reqi9tratlon statement or notification 
becomes effective if! 

III 
." 
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Sec. 16. Section 502.208, subsection 2, Code 1991. is 

amended to cead as follows: 
2. ~ Evecy person filing a reqistration statement ~hall 

pay a filing fe~ of one~tenth of one peccent of the maximum 

agqregate offerinq price at which the registered securities 

are to be offered in this state,-bttt~~.P_t as pr~,,,-~ded in 
paragraph "b", the fee shall in no case be le89 than fifty 

dollars or more than one thousand dollars. 

b. A face-amount cer~ificate ,fornpanYt. an oper:l:~r'!.!! 

management company, C?r a unit inves~~ent trust, as def~ned in 
the Investment Company Act of 1940, may register an ind~~inite 
amount of securities under a· registration statement. The 

registrant, at the ti~e of f11lngr may pay ~he maxi~~~fee of 
one thousand dollars, or may pay a fee of two ~undred fif~ 

dollars and within ninety days ~fter th~_end of ~~£h fisca! 
year during which its registration statemen.Lh ef~~ct1ve an.1 
within ninety days after the registration is ~errnina~ed do o~~ 

of the following: 
(l) Pay an additional fee of one thou~~~4 two h~ndred 

fifty dollars. 
(2) File a rep~~~ form that the ad~lnistr~tor by ;u1e 

adopts, reporting sales of securities to perso.~_s withIn this 

state during the fiscal y~~nd pay an addition~l fi_~_~.!!s...!!.! 

of one-tenth of onl! percent of the madmum_!!~te offer i_!!.9 
price at which the registered securitJes were ?ffere~~_n this 
atate. However, the fee in no case shall be mor~ than one 

thousand two hundred fitty dollars. 
~ When a registration statement is withdrawn before the 

~ffective date or a pre-effective stop order is entered under 

section 502.209, the admin1strator shall retain the fee. 
Sec. 17. Section SOl.20a, subsection 9, Code 1991, is 

amended by striking the subsection and inserting In 11eu 

thereof the following: 
9. a. A registration stateml!nt shall remain effective for 

one year from its effective date unless It is extended by rule 

or order of the administrator. All outstandinq securities of 
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the same class as a regIstered security are considerp.d to be 

registered for the purpose of any transaction by or on behalf 
of a person who is not the issuer, and who is not in control 

of the issuer or controlled by the lasup.r or under COIf.mon 
control with the issuer, 90 long as the registration statement 

is effective, unless otherwise pre~cribed by order. A 

req1stration statement rr>ay not be withdra .... n after its 
effective date if any of the secur1tip.s has been sold in this 
state. unless permitted by rule or order of the administrator. 

A registration statement is not effp.ctive during the time a 
stop order is in effect under section 502.209. A reqistration 
statement which never became effective may be withdrawn 

without prejudice to the 1ssuer upon request and for good 
cause as determined at the discretion of the administrator. 

b. Dur1ng the effective period of a registration 
state~ent. the administrator may by rule or order require the 
person who filed the reqistration 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 offering. If any of the 

securitles registered has been sold in this fit.ate, the 
administrator ~ay by rule or order p.xtend the period for 
filing the reports for an additional period not exceedinq two 
years from the date the registration becane effective or fro~ 

the date of its last al!".endment or extension. 
Sec. 18. 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 ~tatement. The ad~inistrator ~ay 

enter an order under thIs paraqraph if notice is sent to the 
applicant or req1strant, 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 ad~lnistrator. 
Sec. 19. S~ct1on 502.301, subgection 1, Code 1991, is 

amended to read as follows: 
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1. It 1. unlawful for any peraon to transact business In 
this atate a8 a broker-dealer or aqent unless at least one of 
the following conditione 19 satislied: 

a. ~he peraon 19 registered under this chapter. 

b. The person Is a broker-dealer who has no place of 
buelneas 1n this atate and thl!_~roker-d.~~_~!!!:._~~.~i8fie8 o~~_Q....( 

the following reguire~~nt9~ 
III 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 investment companies 
ae defined In the Investment Company Act of 1940, pension o~ 
profit sharing trust9, or other financial i!:!8tit~!..~9...!!!.....£! 

institutional buyers, whether acting for themselves or as 
trustees, 

!2l Durlng any period of twelve consecutive months the 

broker-dealer does not effect transactions in t.!'J~.tate...J.'! 

any manner with ~ote than three persons other than those 
epecified In subparagraph (l)~ whether or not the offeror or 
any of the offerees i9 then present in this state; or 

13) The admlnlatrator designates the broker-~eaJ~.L~ 
exempt from these re~i~ent9_~y' either rule or order. 

Sec. 20. Section SG2.302, subsection 1, Code 1991, is 
4~ended to read a& follows: 

1. A broker-dealer or agent may obtain an initial or 

renewal license by filing with the administrator, or an 
orqanit.tion which the administrator by rule designates, an 
application together with a consent to service of process 

pursuant to aection 502.609 and the appropriate filing fee. 
The application shall contain the information the 
administrator requires by rule concerninq the applicant's form 

and place of organization, proposed method of doing business 
and financial condition, the qualifications and expArience of 
the applicant, includlnq, in the case of a braker-dealer, the 

qualifIcations and experience of any partner, officer, 
director or controllIng person, any injunction or 

• , 
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administrative order or conviction of a misdemeanor involving 
Becuritles and any conviction of a felony, and any other 
matters which the admini3trator determine9 are relevant to the 
application. If no denial order is in effect and no 
proceedinq is pending under section 502.304, reqi9tration 

becomes effective at noon of th~ thirtieth day after an ~ 

completed application ~~~~ndmeflLcomple~~~.cz._~t:!.! 
application is filedL':l..!!..l.~..!l.!l_waiv_~~.~~ __ ~h~L~pplicant. The 
administrator may by rule or order specify an earlier 

effective date a"d-mar-b1-order-defer-t"e-efEeett.e-date-d~tii 

"oo"-of-the-thtrt~eth-da1-after-the-f*.t"~-of-a"-e~e~d~e"t. 

Re~i8tratio"-ef-a-bro~er-deaier-~ttto~etieeTi,-eO"8ttt~tea 

re~istratio"-of-a"-age"t-"a~ed-t"-the-ftppiieatio"-or 

a~e"d~e"ts-to-the-epplteetto"-who-t5-a-part"erT-offtee~-or 

direetor7-or-who-is-a-perso"-oee~p';~9-a-~;Miiar-8tat~8-or 

perfor~i"9-at~tier-fd~et*O"eT 

Sec. 21. Section 502.302, subsection 2, Code 1991, is 
amended to read as follows: 

2. Every applicant for initial or renewal reqistraUon 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. 22. Section 502.302, subsection 5~ unnumbered 
paragraph 1, Code 1991, is amended to read as folloWSI 

e¥ery Except as provided In this subsection, a broker­
dealer and e¥err an lS9uer 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 
gecurities received from or belonging to another and shall 

pay, satisfy, and discharge any judqment or decree that may be 
rendered aqain8t 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 brok~r-dealer 

III 
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or issuer in .... hich 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 tnereof, and 

may contain a provision autnorizing the surety tnerein to 

cancel upon thirty days' notice to tne principal and the 

administrator. A bro~er-dealer who is a.~~~ber of the 

securities lnves~~x_ p_rotection cor.p?Lation is not !.~q~!:..red to 

furQ!~~f)~ 
Sec. 2). Section 502.30). subsection " Code 1991, i!J 

all'.ended to read a8 follows 1 

4. The administrator shail ~ make periodie examInations. 

within or without this state, of the business and records of 
each registered broker-dealer. at the times and in the scope 
a9 the administrator determines. The examinations may be made 

without prlor notice to the broker-dpaler. The admini!Jtrator 
may copy all records the administrator f~elg are necessary to 
conduct the examination. The expense reasonably attributable 

to an examination shall be paid by the bro~er-dealer whose 
business ia 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 

ad~ln18trators of other states. the securities and exchange 
co~~lssion, and any national securities exchange or national 
securities association reqistered under the Securities 
Exchanqe Act of 1934. The administrator shall not ~ake public 

the Information obtained in the course of examinat ions. except 
when a duty under this chapter requires the adninistrator to 

take action regarding a brOker-dealer or to make the 
information available to one of the aqencies specified ~n this 

section, or except when the administrator is called as A 

witness 1n a cri~inal or civil proceeding. 
Sec. 24. Section 502.)04, subsection 1. unnu~b~red 

paragraph 1. Code 1991, is amend~d to read as follows: 
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The administrator ~ay by order deny. 9uspend~ or revoke a 
registration or may censure~ an-eppltean~-o.-r@q~5tre~t-ot-~ar 

ill\pose a civil penalty !:!~~, or ba~_ .. ~.n_!.E.E.~_!..<:...~!}~ •. __ ~.~gl~_[ant. 
or a.!}! officer, dir~£~!?rt part_':.l.~r, or p.e~~~_ occupying a 

~.i lI1i lar st~.t:.~~ .. ~!. .. per f ormi ~g_Ji i rni la~. _~ unctions .. ~'?r_A 
re9i~trant. A pcrso}Lbarred ~_njer th~.~ .. ~~'Qose~tion may be 

E.~.2:h i bi ted b.Y._t~Lcldmi I! ~ s t fa tor ~ rom emp 10YIT!.~.f)~. _'!"_!:.~!l---.! 
re9i8te~_~~ broker-dealer. The adminis.~.!.~tor may restrict tl)~ 

E~Lson barred !~_<:!~~.9.;nq in al)j' ~ctivity f0F. ... ~~.~_~~ 
re9is~ration is reguired. ~_T!y_acti0ll...~.Y_.the cldministr~.t.?!: 

under this 8ubgecti~~ may be ta~en if the order Is fo~nd 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 statua or 

performing similar functions, or a person direct.ly or 

indirectly controlling thp broker-dealer: 
Sec. 25. Section S02.J04, subsection 1, paraqraph d. Code 

1991. is a~ended to read as follows: 
d. ]s permanently or temporarily enjOined by any court of 

competent jurisdiction from engaging in or continuinq any 
conduct or practice involvinq any aspect of the securitiesL 

insu .. rance. o_~ coTtLl'Iodities business; 
Sec. 26. Section 502.304, subsection I, paragraph f, Code 

1991. is amended by stri~ing the paragraph and inserting in 

lieu thereof the following: 
f. ]s the subject of an adjudication or order entered 

after notice and opportunity for hearing. within the past ten 

years by a securities or conmodities aqency. an ad~inistrator 
of another state, or a court of co.l'Ipetent jurisdiction. that 

reflects that the person has violated the Securities Act of 
193), the Securities E~change Act of 1934. the ]nvest~ent 

Advisers Act of 1940, the Investment Co~pany Act of 1940, or 
the Co~odity Exchange Act, a securities or co~~oditip.s law of 

any other state, or a United States postal service fraod 
order. Ho~eyer. the administrator may not do either of the 

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

decision. 
121 Enter an order under this paragraph on the basis of an 

order under another state law unle99 that order was based on 
facts which .... ould currently constitute a qround for an order 

under this sectlon. 
Sec. 27. Section 502.304. subsection 1. paragraph j. Code 

1991. 19 amended to read as follows! 
1. ff-a-bpc~~p-deftiePT-it-hftS Has failed reasonably to 

supervise it~-a~ent9 an agent or 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 

bus1ness in the securities industry, or the peraon's authority 
to do buain8S9 in the securitleB industry has been revoked for 

cause by another state. federal. or foreign governmental 
agency or by a self-regulatory organi~ation. 

NEW PARAGRAPH. 1. Has been the subjp.ct of a final order 
in a crIminal. civil, injunctive. or administr~tive action far 

securitles. 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. 1s 

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 ba9h of a fact known to the ,\dmini~trator 

when registration became effective unleas the proceeding is 
instItuted within thirty sixty days after the effective date. 

Sec. 30. Section S02.304. 9ubsection 7, Code 1991, is 

amended to read as follows: 
7. A civIL penalty levied under subsection 1 shall not 

exceed t.e-hanered-fiftr one. thou~~~ dollars per violation 

per person "or-ten ~nd....!'~~}l not exc~.e.5t~o_~~.~!!..~!~~ thousand 

• 
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dollars in a sIngle proceedinq against anyone person. All 
adMinistrative fines received shall be depoBiled in the eeftee 
general fund of the state. 

Sec. 3L. Section 502.60), subsection 2, Code 1991. is 

amended to read a~ follows: 

2. ~ For the purpose of any investiqation or proceedinq 
under this chapter, the administrator or any officer 
designated by the administrator may administer oaths and 

affirmations. subpoena witnesses. co~pel their attendance, 
take evidence, and require the production o( any bcokR. 
papers. correspondence, memoranda. agreements or other 
documents or records which the administrator dee~s relevant or 
materIal to the inquiry. all of Which nay b~ enforced in 

accordance with the-!e"A-ftd~*"tSerAti.~-pr~eed~re-Aet chapter 
17A. 

b. The a<!~~.r:a.istra~~~ .I!'ay tS.!l-_~~ ~.I)~.br~~g .. ~I}_act~on in 
d i st r i ct caurt. __ t.'? e.I~.~.C?r.c;.~. ~.u!'P9.en.~~ _.i ~ .. ~.~)-'~ .. E.~a te at t hp. 
request of a sec'::'.~.i.~.~~~ .. agen~.i'. ~~ .~d~.~_nistrator of another 
state, if the ac.~!,:,_i .. ~.5ory~t~~!J.~!.t"~g .a~._all(!ged violation for. 
!;!.h)ch the informat1o_n_L~._.s.<?l.!g!,.~ .~9u_~~_ be a violation of th~.~ 

chap.:ter had the act ivity occurr!~. in this state. 
Sec. 32. NEW SEC7ION. 502.603A COOPERATION WITH OTHER 

AGENCIES. 
1. To encourage uniform interpretation and administration 

of this chapter and effective securities regulation and en­
torcement, the administrator may cooperate ~ith the securities 
agencies or administrators ot any state, C~nadian province or 
territory. another country, the securities and e~change com­
misSion, the comrr.odity futures trading cOlTWlisslon, the 

securities investor protection corporation, any selt­
regulatory organi2ation. any national or international 

organiZAtion ot securities officials or agencies. clnd any 
governMental law enforcement or regulatory agp.ncy. 

2. The cooperation authorized by subaection I may include, 

but is not lImited to. the followIng: 

en 
on 
U'I 
II) 
o 



Senate Fi1@ S20. p. 1S 

ft. Establishing a central depository !or licensing or 
regIstration under this chapter and for docu~ent6 or recordg 

required or alloyed to be maintained under this chapter. 
b. Ma~ing a joint examination or investigation. 

c. Rolding a joint administrativ~ hearing. 
d. Filing and prosecoting a joint civil or administrative 

proceeding. 
e. Sharing and exchanging personnel. 
f. Sharing and exchanglng information and documents 

subject to restriction of confidentialIty in section 502.60), 

subsection 1. 

9. Formulating. in accordance with chapter l7A. rules or 
proposed rulea on ~atter8 such as statement9 of policy, guide­

lines, and lnterpretive opinions. 
Sec. 33. Section 502.604. Code 1991. Is amended to read as 

folloW8: 
502.604 CEASE AND DESIST ORDERS -- IUJUNC~IONS. 

Whefte.e~ If it appears to the administrator that any! 
peraon has engaged or is about to engage in any !n act or 
practice constitutlng a violation of eny-preytsion-of this 

chapter or any rule or order here~nder adopted or issued 

pursuant to this ch'!P.;!!, the administrator may do e:.i.JJ!.~!._or 

both of the following: 
1. Issue an order di rected at any-s~e" the person 

requiring eaen the person to cease and desist from engaging in 

8uch act or practice1-er~ 
2. Bring an action in the district court to enjoin the 

aetl-or-praettces act or 2!~ and to enforce compliance 
with th1s chapter or any ! rule or order here~"d~t adopted or 
issued pursuant to this chapter. Upon a prop~r showing a 

p~rmanent or temporary injunction. restraininq 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 admin!strator, the 
court may enter an order of rescission, restitution. or 

dis90rgement dir~cted at any person who has engaged 1~c~ 
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constituting a violation oJ this chapter. or ~_~lILQ .. L9 .. !~! 
adopted or issued pursuant to t~ls chapter. The administrator 
shall not be required to post a bond. 

Sec. 34. ~EW SECTION. 502.604A COURT ACTION. 
If a person fails or refuses to file any statement or 

report or to produce any book~, papers, correspondence, 

memoranda. agreements, or other documents or records, or to 
obey any subpoena issued by the administrator. the 

administrator may r~fer the natter to the attorney general. 
who, after notice. ~ay apply to a district court to enforce 
compliance. The court may order any or all o! the following: 

1. Injunctive relief. restrictinq or prohibiting the offer 

or sale o! 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, mp.moranda, 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 docum~nts requested, or 

obeys the subpoena. 
Sec. 35. Section 502.609, subsection 1. unnumbered para­

graph 1, Code 1991, is anended to read as folloW9: 
Every applicant for registration under this chapter. and 

every issuer which proposes to offer a security in this state 

t"reu9h-afty-person-aett~q-as-a~eftt, shall file with the 
administrator. in such for III as the administrator by rule 

prescribes, an irrevocable consent appointing the 
administrator or the administrator's successor in office to be 
such person's attorney to receive gervlc~ of any lawful 
process in any noncriminal suit. action or proceeding against 

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 
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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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