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A BILL FOR 
1 An Act to repeal chapter five hundred three (503) of the 
2 Code. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE Of IOWA, 
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1 Section 1. Chapter five hundred three (503), Code 1979, 

2 IS repealed. 

3 EXPLANATION 

4 This bill repeals Chapter 503 of the Code. Presently, 

5 Chapter 503 regulates persons, firms, companies, partnerships, 

6 associations, corporations (except those entities subject 

7 to the provisions of Chapter 497, 498 or 501 of the Code 

8 or exempted pursuant to section 503.3 of the Code) which sell, 

9 offer for sale or issue to the public generally, memberships 

10 or certificates of membership entitling the holder thereof 

11 to purchase merchandise or services on a discount or cost-
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plus basis. 
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SENATE 12 
~RCH 29, 1979 

5-3309 

SENATE FILE 425 

1 Amend Senate File 425 as follows: 
2 1. By striking everything after the enacting 
3 clause and inserting in lieu thereof the following: 
4 "section 1. Section five hundred three point two 
5 (503.2), unnumbered paragraph one (1), Code 1979, 
6 is amended to read as follows: 
7 The term "association" when used in this chapter 
8 shall mean any person, firm, company, partnership, 
9 association, or corporation other than building and 

10 loan associations, state and national banks, -insurance 
11 companies and associations, and corporations and co-
12 operative associations subject to the provisions of 
13 chapters 497, 498 and 501, which sell, or offer for 
14 sale e~-~99He to the public generally memberships 
15 or certificates of membership entitling the holder 
16 thereof to purchase merchandise, materials, equipment 
17 or services on a discount or cost-plus basis. 
18 Sec. 2. Section five hundred three point two 
19 (503.2), unnumbered paragraph two (2), Code 1979, 
20 is a~ended by striking that paragraph. 
21 Sec. 3. Section five hundred three point three 
22 (503.3), Code 1979, is amended to read as follows: 
23 503.3 NONAPPLICABILITY. This chapter shall not 
24 apply to ar.y eez~e~a~~eR-e~-a9see~a~~eR-eF~aR~~ea 
25 H~eR-~p.e-aege99fflep.E-~±aHT-feE-Ep.e-~H~~ese-ef-~RsHF~R~ 
26 tRe-~~ves-ef-~Ra~v~aHa±s-e£-fHFR~Sfl~B~-BeRef~ts-te 
27 tfie-'f3:aeW8 7-fie:!: !';s , -€>);!,H t!fIS, -0 f' - 3:e~ a tee 9 -ef - eeeea 8 eEl 
2B ree~e¥s,-e~-~R9Hf'~R~-tfie-fiea±~fl-e{-~ergeS9,-ef' 
29 fHFR~sfl:!:H~-aee~aeH~-~a~emR~ty,-Re~-Ee-aRY-BeBeve3:eRt 
30 a9see:!:at:!:eRS-ef'-See:!:e~~es~ of the follow ina:. 
31 1. A corporation or associa-tlon organIZed upon 
32 tJ;1e asses?me:nt Dian for ~he I?ur!?ose, ot ir:sudng the 
33 llves of lnalvlduals or turnlsh1ng Deneflts to the 
34 widows, heirs, orDnans or leqatees of deceased members. 
35 2. A benevolent aShociation or soclety. 
36 3. An l1-s.soclatioll which sells or offers for sale 
37 metl'.bershi.ns to an 1ndl vldual or to a fami 1 y un!. t for 
3B conslti"'l-at.::.on which 15 hfty dollars or less for a 
39 one-year period. 
40 Sec. 4. Section five hundred three point four 
41 (503.4), unnumbered paragraph one (1), Code 1979, 
42 is amended to read as follows: 
43 No association contemplated by this chapter shall 
44 ~ssHe sell or offer for. sale any membership until 
45 it shall have procured from -the comlnissioner of 
46 insurance a certificate of authority authorizing it 
47 to engage in such business. , 
48 Sec. 5. Section five hundred three point f1ve 
49 (503.5), Code 1979, is a~ended to read as follows: 
50 503.5 CERTIFICATE OF AUTEORITY. Upon the filing 
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1 of the application referred to in section 503.4, if 
2 the commissioner of insurance is satisfied that the 
3 business is not in violation 6f law, or against public 
4 policy, aRa-±s-safe7-~e~iaB~e,-aRe-eH£i£~ee-te-~HBlie 
5 eeRfiaeRee, and th~t the certificate or contract is 
6 in proper form, he may issue a certificate of authority 
7 authorizing it to transact business within this state 
8 for the period of one year from the date of the 
9 issuance thereof. 

10 Sec. 6. Section five hundred three point eleven 
11 {503.11}, Code 1979, is amended to read as follows: 
12 503.11 REVOCATION OF CERTIFlCATE--RECEIVER--
13 IlIJliNCTION. I f upon such examination, or at any other 
14 tir~le after reasonable notice and a hearing, it shall 
15 appear. that such association does not conduct its 
16 business in accordance with law, or is insolvent, 
17 or is doing an unsafe and unsound business, or is 
18 conducting its business contrary to public policy, 
19 or that th~ further continuance of its business is 
20 hazardous and against the public interest, or if such 
21 association upon request refuses to be examined, or 
22 fails to make the ae~e9~t-aRa reports as herein 
23 required, ~e shall revoke its certificate of authority, 
24 and having revoked the certificate of authority of 
25 such association he shall report this fact to the 
26 attorney general, who shall at once apply to the 
27 district co~rt or a judge thereof, for the appointment 
28 of a receiver to close up the affairs of such 
29 association, and an injunction may issue in the same 
30 procep.ding enjoining and restraining the association 
31 from transact"l.:1g business in this state. 
32 Sec. 7. Sections five hundred three point seven 
33 (503.7) and five hundred three point point twelve 
34 (503.12), Code 1979, are repealed." 
35 2. Amend the title, line I, by striking the ·words 
36 lito repeal" and inserting in lieu thereof the words 
37 II rel ating to'l. 
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A BILL FOR 
1 An Act relating to cnapter five hundreu three (S03) of the 
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S.F. 1t~ H.F. 

1 Section 1. Sec~ion five llumlreu tnree point two (503.2) , 

2 unnur.lbered paragrap:l one (1), Code 1979, is araended to read 

3 as follows: 

4 The term "association" when used in this chapter shal~ 

5 mean any person, firm, company, partnersilip, association, 

6 or corporation other than building and loan associations, 

7 state and national banks, insurance companies ana associations, 

8 and corporations anC co-operative associations subject to 

9 tile provisions of chapters 497, 498 and 50 1, whic.l sell, or 

10 offer for sale o~-iSStle to the public generally memberships 

11 or certificates of membersnip entitling the nolder tnereof 

12 to purcilase merchandise, materials, equipment or services 

13 on a discount or cost-plus basis. 

14 Sec. 2. Section five hundred three point two (503.2), 

15 unnumbered paragrapn two (2), Code 1979, is amended Dy striking 

16 that paragraph. 

17 Sec. 3. Section five hundred tHree pOint three (503.3) , 

18 Code 1979, is amendeu to read as follows: 

19 503. 3 ,~OliAPPLICAB ILITY • T:lis chapter sha 11 not apply 

20 to any ee~~era~~eft-ef-aS5ee~a~ieft-ef~aH±~ee-tipen-efte-a5Sessfflen~ 

21 ~~an,-£er-~e-~tlr~ese-e£-~n5tlr±n~-erte-±±~e5-e£-~nd~v~dtl6±5 

22 er-ftlrn~Sft~n~-6ene£~~5-~e-~ne-wiaews,-fte±~57-er~Rens,-er 

23 ±e~e~ee5-e£-aeeea5ed-ffle~ers7-ef-±n5tlr±n~-~fte-ftee±~ft-e£ 

24 persefl57-er-£tlfn±5ft±n~-aee±aen~-inaemni~Y7-nef-~e-any 

25 6eneve±en~-assee±a~iefl5-or-5ee±e~ie5~ of the following: 

26 1. A corporation or association organized upon the assess-

27 ment plan for the purpose of insuril'lg the l"ives of individuals 

28 or furnishing benefits to the ,.idows, ;,eirs, orphans or 

29 legatees of deceased memuers. 

30 2. A benevolent association or society. 

31 3. An association \~hicn sells or offers for sale member-

32 ships to an individual or to a family unit for consideratLon 

33 whicn is fift! uollars or less for a one-year period. 
= 34 Sec. 4. Section five ilundred three point four (503.4) , 

35 unnumbered paragraph one (1), Code 1979, is amended to read 
~~~~-.--------~----~~--------~~----------------~----~--~~=-~--
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S.F. 42~ H.F. 

as follows: 

,,0 association contemplated DY tIlis c.lapter shall :i:sst:le 

sell or offer for sale any membership until it shall .,ave 

procured from the commissioner of insurance a certificate 

of authority aU'c.lOrizing it to engage J.n SUC.l business. 

Sec. 5. Section five hundred tnree point five (503.5) , 

Code 1979, is amended to reaa as follo~s: 

503.5 CLRTIFICATl: OF AUTllORITY. Upon tne filing of the . 
application referred to in section 503.4, if tile commissioner 

of insurance is sa~isfied that tne business is not in violation 

of law, or against puolic policy, 6fitl-:i:9-sa£eT-~ei:i:abieT-afie 

"l'lt±tied-te-~t:l5i:i:e-eel'l£:i:~eHeeT and tIlat tile certificate or 

contract is in proper form, he may issue a certificate of 

authority authorizing it to transact business witnin this 

state for tile perio,", of one year from the date of tne issuance 

tnereof. 

Sec. 6. Section five hundred three point eleven (503.11) , 

Code 1979, is amended to read as follows: 

503.11 REVOCATIO.l OF CERTIFICATE--RECEIVER--Il;JUNCTION. 

If upon such examination, or at any otHer tine after reasonable 

notice and a hearing, it shall appear tnat such association 

does not conduct its business in accordance with law, or is 
i 

insolvent, or is doing an unsafe and unsound business, or 

is conducting its business contrary to public policy, or that 

the further continuance of its business is hazardous ano 

against tile puolic interest, or if Sucn association upon 

request refuses to be examined, or fails to make tne del'es:i:t 

6Hd reports as ;,erein required, he shall revoke its certifica te 

of authority, and .,aving revoked the certificate of autnority 

of such associa tion He shall report tnis fact to tne attorney 

general, who shall at once apply to tile oistrict court or 

a judge thereof, for the appointment of a receiver to close 

up tile affairs of 3U~Il association, and an injunction may 

issue in tile same proceeding enjoining and restraining the 

association fron transacting business in t"is state. 

-2-



S. F. 4z~ H.F. 

1 Sec. 7. Sections five nun<.lred t"ree pOint seven (:;03.7) 

2 and five nundre~ ~,ree point point twelve (S03.12), Coue 1~7~, 

3 are repealed. 
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smArt: FILE 42~, 

A:..'l AC'£' 

Rr:U:r I !l(; 'ro CI-!AP1·l::R F 1 V~ mJNDRED THRER (503) 01' THF. COllI::. 

8F. 11' f;:U .. CrRD BY THE GSUE'RA~, ASSFMUL'i Of ':1IFi STALE or j0\"!A: 

Section 1. Sectj,on fi"'e hllndtcd thl'ee point t ... ·o (~.03.2). 

Ilnnl."nbet'ed pdIaqt·aph one (1). Code 19'19, is arleTldf!ri to read 
alO {oll:;. .... 5: 

The! ~ec·n "dss()ciatlon" .... hen USp.(\ it; thu; chilpl.er· !Oh.dl 

rnei!n ",ny peruon, 1'H'rn, conpanj', pat't:u'!rship, dsso~iat.ion. 

or cOIToIdt.l<m oth(,·f· tlICJn buildin9 ,1n(\ loan assoc1aLlonu, 

st~t(· ,lod o<lL~or.al be-Ilks, insu(.:"mcc COi'p<1n1cS (l,nd ilSSOc1dt.ion!.>. 

and c.->t·por,,~tions .1nd co-oper3tiv~ <lssociati<)fw :.;uh'ic~cl. t.o 

the p1'O'J1SI0T:$ o( ch,lpters ~97, 4 08 ar.d 501, ...,hich f.,ell,. Ql 

~)ftel' to!' ~;d:e a:f-~HIHIt! '·.0 the publ i('"' o.]'..:neId11 i' m.enilien;hlps 

01 cet'tiflc,lt.es of Oltc"lnD<'t:SfllP entl'-.~iIVJ t.he hnl(iel' thet'eof 

to pllrcha~e men:nandi.se, m,l,tet·l.:ds, cqulpnt~nt 0,1' S~I:Vlc:t'!$ 

on ,1 dl~COUllt. 01- cost-pllls bil::>lS. 

;;,t;:c ;:. Seo::t.1on flve hundrf!d three point t .... ·o (503.2), 

\mtHlJnhel't~d panlgl','\ph t.W() (2), Code 1979, 1E amended oy I':tr:l klTlg 

Ulil:t p,ll·agnlpn. 

Sec .'3. Sect10rl (lV,! h~ndr~d t.hree pc)int three (sn).3), 

C,)de l~r/~, lS a:nended !.o t·cad a$ fol.l(,I\~6: 

50).) NONhPPI.1CABILI·1·Y. Thi!) dl<lpt.el' shdll n0t. apply 

t.o a:1Y P.'H',HI t' &l:f~R-et' -88!'1eei-llt!i ~H-&~8'~H\,t"ed.-tf}h"R-'l:)t~-d!!l8~!Ial"le""t! 

r! "'''.,. - -l'tH' - .. k~-"Ii I' ~e tI@-E:lf-,t.H!!I\:l t' t""~ - t,ft~-h'Y~H - at' _ ,t,H\'l1j.y ~ 4ttft ~s 

~H - i tH',", t ~ft 'I: ft~- ee,..~ f .. t!t -" ~ - ~he -W.6.~W8'r -ka,t. t'A r -IH·l'kC\R~ .. _ "" t' 

i~ ~ &..,~ ~~ -til' -6~tf@ /l~ P!6 -If 6f!Ob6 t- ~ 'r - tHO - HU'ltf f!: HlJ- t k~- ho'!di ~h- ~t' 

r e "H ~~~ 7 - ~!'- f~ t' IH: ~h * Rfj- 6.t!d;'d~R" -;. R6t',"H;' !Yr _ ""8t' - '=8 _ ftRY 

h~"~V~~~Plt-af:!aE:le*/t!!"&!'\!t-C'!f'-1!I6e.~l:tfHh 2..!, t)H~, fo~.l<? .... in3-", 

.1,:,., _I:. :'<!!I? 2I.il_t:. ~ O.ll .. ~).!. il~ ~ 0 ~ ,1. <I ~.,0.~ ox: 'l:lD.:l.;;,C:~~'pC!~'- ,~~~:",.;lS ~j ~!:>~:: 

!I:.c..:1~t:.. p',~,ll.~!...,r<:?!' . . the J?..!.U:".l2c:se ~~' i.!:...::-:~H',~!S.....t:,t.)e.J_l":!~~_£..1' ,1.n1.~vl<!:-!.!!.l~ 

? E_.,L~!.Jl !..::!I ~ ng ,t;>~'::'I.::J.~ t..~ __ ~c ~ .. t~: .. i ::!.£':,,::~. i).I:.!..!.. ~.'., ,'2..!1~~la.!~~ O,! 
!~i!..~,~.e,~!. (! .. ~£!E::::-:<:~~~~i!....£..!~I~"r....!:" 

e • 
SetHlt.e filt! 425, P. 2 

~_.~ .. htmeyC:'.!!!!.~ t---.!ssoc_~ ~ ti on _ 0F soc i et.i:....:. 

~ ._~ .. a..l:!soc!~.!i9n. _ .... !.l}ch s_~~,~~_ 9.f.fers .. ;'or s~le .~ernb.l!!.: 

:;}lipf> _t.9. _':!.!l...~.I}_di·J~dl.ii\l----2.f_~ __ :l_J'.l!l!.~}~l~t (or _~.o:n!;ider!,~ion 

~t~~.CI!..iL~'l.!!L_~c:.l.1.il_t:?_ .. <?~~A _for a __ 9_~c-ye_~t·. l?c.:.!:.i9.c;i.:. 
Sec.·~ St!c:tion five hundred thr("!c pOint: fout· (~1(n.4), 

unnumbered pat·agraph one (l), Cnde 1979, is am.ended to r~<l,d 

,1~ follow!'.; 

No ':'!;SOclatlOll contempLlted by t.hi!) \:I!aptet shall .e8\l~ 

~e_~.:!.......2.!·_ .~.ffel~ fOl· ~.,..!...£ i\ny nen,bers):lp until it shall have 

pl-ocured from the com.r.'Il5sionet of inr;ul'ance " cel't.i f:icate 

01 <tut.hority aU!_h0tizing it to enqage in such business. 

Sec.~. Sect.ion five hundrpti LIl'ce pOlnt. five (5()3.~)), 

Code 19'/9, 15 <1flleHded. to c'ec!d d!' follow!:.; 

503.5 Cr:R'f:l'-IC;"'T1:: or AUTHORITY. UpO!l the filinq of Um 

dppll(:atlon l·efcrrcd to in r.ection 503.4, 11' the cotr,lIIissionet 

of inf>ut'anc:e 1:., ,;atlsfic(\ thd~: the bllsiner.s is not. in violation 

of 1d\.·, or' ~'\gi.\inf;t p',llli ic pol ir.y. i\",,~-!-~-gt\f(ll!'r-t'~1~4hle7-it!'l6 

e~".:!:t~61i-t.6-J,.th~te-tf~"f!6~'"'t!I'!''' "'lid thdt the certlhc:at.e or 

contI"lCt. lS in proper fOlT), he IIl"Y ilJGlle <l cel't.ificate of 

aCJtllC!l"itr aut!lO::.'izinq it t.o tt'ilm;act bu~.ines6 wit.hltl t_his 

st.ate for· the p,~riod of one yP..:.[ frofl'. the dtl,te of t_he issuance 

t:het'(.~o ~. 

$(!c. 6. SecL:i.oc (ive :umdrec! UII'e~~ pOlnt ('!leven (S{):L 11), 

C0de 19'/9. lS amended 1.0 recld ,1" follow!.,: 

~S{l) • 11 RRVOCATIO~ OF (ERT a I CATE- -RECF. I VI::R-- I ~.IUNCTI ON. 

If u(JO!l f.,uc:h p.)(an'lnil~.icn. or ilt .1ny o~_h(!r· tlne ,,:tel· reasonable 

nOLi\-~ <lcd a heuring, It shall <'tp(Jt!<lr that sllc:h iWBociation 

dc(~!; r:ot. C:Hldlh:t It'.!., bU51nes!'. 111 ,l,CCord.10ce ... ·l1.h 1;;,'.1, 01 IS 

in!~01'JE:nt, 01 l!i COi:l.:;' ... n :.JIl:.tt(e Clnd IltH>ouon bus..lrw:~s, Ot 

lS cor.dl\ctl:w) i1.s bus:of>$u conl1'llry to plthl!c t:o';i(;y. 01 th,'\t 

t:}(~ '!'lIf't,;·!e!- c\)n~intHHK:'~ of it:-:. bl1::.lnt~S!; lS hc'7_<lr:dou:; and 

:lQ:lll',St: t.he 1'·lhl1C in:t:r~:;I., or 1 : ~uch ,lSS0C:",tlUll I1PO!l 

t.o ;'hill('..: the d~""8tt 

cevok~ lts ce1t.lf.icat.c 

(:: ,1Ut\hH':,tj'. Hl<:' 1'.<w1r:9 n,:vok(~.J. t(1t'! ("I!r:.ifl<:ate of dl..~:h:..>t~ty 

(,: sue): i1S~:)(;l",t~OI~ I:(~ ::;l:CI:l Ic!,ort t.hlf., filct tc. til(.' a·~tornt.'i· 

r~q'.l<'!'; t t'ctt..:;es tc "'.\ eXcl.n'l:led. or f~\l b~ 

!l1"l6. n:pol't.s .5 :It~l eln leq;lu'ec, :It! ~ .,,"),111 

9(!:1~~·dl, ·.Jtlu 5hc111 dt 0;"h.:e dpply t.o the ,il"t:ll<.:t court rn rn 
:n 

~ 
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a judge thereof, for the appointment of a receiver to close 

up the affairs of such association, and an injunction may 

Issue in the same proceeding enjoining and restrallllng the 

dssociation from transacting busIness ill this state. 

Sec. 7. Sections five hundred three point seven (503.7) 

and five hundred three point twelve (503.12), Code 1979, are 

repealed. 

TERRY E. BRANSTAD 

President of the Senate 

FLOYD H. MILLEN 

Speaker of the House 

I hereby certify that this bill originated In the Senate and 

IS known as Senate FIle 425, Sixty-elghth General Assembly. 
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ROBERT D. RAY 

Governor 
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Secretary of the Senate 

1979 


