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191—50.103(502) Investment advisory contracts.

50.103(1) It is unlawful for any investment adviser to enter into, extend, or renew any investment
advisory contract unless the contract provides in writing all of the following:

a. That the investment adviser shall not be compensated on the basis of a share of capital gains or
capital appreciation of the funds or any portion of the funds of the client.

b.  That no assignment of the contract may be made by the investment adviser without the consent of
the other party to the contract.

c.  That the investment adviser, if a partnership, shall notify the other party to the contract of any
change in the membership of the partnership within a reasonable time after the change.

50.103(2) The provisions of subrule 50.103(1) shall be construed consistent with Sections 205(b)
through (d) of the Investment Advisers Act of 1940, the terms of which shall be defined by Investment
Advisers Act of 1940 Rules 275.205-1 and 275.205-2.

50.103(3) The provisions of subrule 50.103(1) shall not prohibit compensation on the basis of a share
of capital gains or capital appreciation of the funds or any portion of the funds of the client in compliance
with the exemption in 17 CFR Section 275.205-3.

This rule is intended to implement Iowa Code section 502.502(3).
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