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A BILL FOR

An Act to repeal chapter five hundred three (503) of the

Code.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQWA :

CPE-10L19) 12772



s.r. Y28 n.F.

Section 1. Chapter five hundred three (503), Code 1979,
is repealed. .
EXPLANATION

This bill repeals Chapter 503 of the Code. Presently,
Chapter 503 regulates persons, firms, companies, partnerships,
assoclations, corporations (except those entities subject
to the provisions of Chapter 497, 498 or 501 of the Code
or exempted pursuant to section 503.3 of the Code) which sell,
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offer for sale or issue to the public generally, memberships
or certificates of membership entitling the holder thereof
to purchase merchandise or services on a discount or cost-
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plus basis.
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SENATE 12
MARCH 29, 1979

SENATE FILE 425

5-3309

WA

Amend Senate File 425 as follows:

1. By striking everything after the enacting
clause and inserting in lieu thereof the following:

"Section 1. Section five hundred three point two
{503.2), unnumbered paragraph one (1), Code 1979,
is amended to read as follows:

The term "association" when used in this chapter
shall mean any person, firm, company, partnership,
association, or corporation other than bulldlng and
loan associations, state and national banks, ‘insurance
companies and associations, and corporations and co-
operative associations subject to the provisions of
chapters 497, 498 and 501, which sell; or offer for
sale er-issue to the publlc generally memberships
or certificates of membership entitling the holder
thereof to purchase merchandise, materials, equipment
or services on a discount or cost-plus basis.

Sec. 2. Section five hundred three point two
(503 2), unnumbered paragraph two (2}, Code 1979,
is amended by stIlKlng that paragraph.

Sec. 3. Section five hundred three point three
(503.3), Code 1979, is amended to read as follows:

503.3 NONAPPLICABILITY. This chapter shall not
apply to any eerperatzen-ex-agseexration-erganized
upon~the-asgsesamernt-planr-for-the-purpose-ef-inRsuring
the-lives~of-indrviduatg-er~£furnishing-berefita-te
the-widews--heirs,-ox¥phang;-or~-tegateeca-ef-deeceaneqd
pembera;-er~-iRgurrng-fthe-heatth-of-pergsenss-or
furpighing-aeeident-indemnttyr~-no¥r-to-any-benevoient
agssegiatieng-er-scetesiensr of the following:,

1. A corporation or association organized upon
the acsessment vian for the purpose of insuring the
lives of individuals or furnishing pbenefits to the
widows, heirs, orpnans or legatees of deceased members.

2. A benevolent assoclation or societv.

3. An association which sells or offers for sale
memberships tc an individual or to a family unit for
considzrat:ion which 1s fifty dollars or less for a
one-year p=riod.

Sec. 4. Section five hundred three point four
(503.4), unnumbered paragraph one (1), Code 1979,
is amended to read as follows:

No asscciation contemplated by this chapter shall
fgsue sell or ofier for sale any membﬂrshlp until
it shall have procurea from the commissioner of
insurance a certificate of authority authorizing it
to engage in such business.

Sec. 5. sSection five hundred three point five
(503.5), Code 1979, is amended to read as follows:

503.5 CERTIFICATE OF AUTEORITY. Upon the filing
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of the application referred to in section 503.4, if
the commissioner of insurance is satisfied that the
business is not in violation of law, or against public
policy, and-ixs-safer-reliabler-and-entitled-te-publie
eonfiderees; and that the certificate or contract is

in proper form, he may issue a certificate of authority
authorizing it to transact business within this state
for the period of one year from the date of the
issuance thereof.

Sec. 6. Section five hundred three point eleven
{502.11), Code 1979, is amended to read as follows:
503.11 REVOCATION OF CERTIFICATE~~RECEIVER--
INJUNCTION. 1If upon such examination, or at anpy other
tine after reasonable notice and a hearing, it shall
aprear that such association does not conduct its
business in accordance with law, or is insolvent,

or 1s 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 and against the public interest, or if such
assoclation upon request refuses to be examined, orx
fails to maxe the depesit-and reports as hereln
required, he shall revoke its certificate of authority,
and having revoked the certificate of authority of
such association he shall report this fact to the
attorney general, who shall at once apply to the
district court or a judge thereof, for the appointment
of a receiver to close up the affairs of such
assoclation, and an injunction may issue in the same
proceeding enjoining and restraining the association
from transacting business in this state.

Sec. 7. Sections five hundred three point seven
(503.7) and five hundred three point point twelve
(503.12}), Code 1979, are repealed.”

2. Amend the title, line 1, by striking the words
"to repeal" and inserting in lieu thereof the words
"relating to'.
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1 An Act relating o cnapter five hundreu three (503) of the
Code.

3E IT ENACTED BY THE GENERAL ASSEMBLY OF TE STATE OF IOWA:
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S.F. ﬂs H.¥r,

‘
Section 1. Secuion five aundred tnree point two (503.2),
.

L
unnubered paragrapa one (1), Code 1979, is amended to read

as follows:

The term “"assoclation" when used in this chapter shall
o]

mean any person, firm, company, partnersuaip, associaticvn.l:“I

or corporation other than building and loan associations,
S —_—

state and national banks, insurance companies anda associations,
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and corporations and co—operatige associations subject to
gy

g tne provisions of chapters 497, 498 and 501, whica sells or
L R _m.
190 ©¢ffer for sale or-+asuwe to tane public generally mempersinips
SRR __—
11 ©r certificates of membersnip entitling the nolder thereof
S " I " . A . N —
12 to purchase mercnandise, materials, equipment Or services
e ——— —
13 ©n a discount or cost-plus basis.
R ]
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Sec, 2. 8Section five nundred three point two (503.2),
M

o
15 unnumbered paragrapn two (2), Code 1379, is amended oy striking
L —— A ]
16 that paragraph.
17 Sec. 3. Section five hundred turee point tanree (503.3), .
18 Code 1979, is amendeu to read as follows:
- _ TSy ivtel A S
19 503.3 JOWAPPLICABILITY. Tais chapter shall not apply
L . _________J
20 tO any ecorporation-er-asseciration-erganiged-uvpen-the-assessment
- R -
21 pians-for-tnc-purpese-ef-insuring-tre-tives-ef-indrviduats
[ " - m— " . " " . e
22 er-furniabing-penefres-te—-tne-widewss-neirva;-arphenss-or
L L I ]
23 tegatees-ef-decenscd-Rempera;-or-insuring-tne-neattn-of
24 persens;-eor-furnishing-gecidene-rndennrty;-nor-¢eo-any
e RPN S}

25 bBepneveient-psseeiratrons-eor-sesxesress of the following: ’
26 1. A corporatlion Or association organlzeg upon tne assess-

_'“._' - - - — ~ ——
27 ment plan for the purpose of insuring the lives of individuals
- . R - __. - . ]
28 or furnishing benefits to the widows, neirs, orphans or
N N R S

I

29 legatees of deceased memuers.

M ]
30 2. A benevolent association or society.
- _.——“
31 3. An associatcion whica sells or offers for sale member-
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32 ships to an 1individual or tc a family unit for consideration
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33 whicn 1s fifty aoliars or less for a one-vear period.

R e
24 <gtec. 4. Section five aundred tnree point four (503.4), .

25 unnumbered paragrapn one {1). Code 1579; is amended to read
as
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as follows:
. ___J

Jo association contemplated oy tails caapter shall issue

sell or offer for sale any membership until it shall aave

e - . 3 . . . .
procured from the commissioner of insurance a certificate

of authority autaorizing it to engage in suc.a business.

P - - Y " ’ N "
Sec. 5. Section five nundred tnree point five (503.5),

Code 1979, is amended to reaa as follows:

503.5 CLRTIFICATL OF AUTUORITY. Upon tne filing of the
T —— n ” T ” "
application referred to in section 503.4, if tue commissioner

of insurance is satisfied that tne business is not in viclation

of law, or against public policy, and-ig-safey-relrabie;-and

untitted-to-publie-ecenfrdencey and tnat tine certificate or

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

authority authorizing it to transact business witnin this
i SRR

AN

state for tie periou of one year from tne date of tne issuance
L ——
tnereof,

A

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

Code 1979, is amended to read as follows:

503.117 REVOCATIOJ OF CERTIFICATE-~RECLEIVER--INKJUNCTION.
R S oo S,

If upon such examination, or at any otiaer time after reasonable
-

notice and a aearing, it shall appear that suci association

does not conduct its business in accordance with law, or 1s

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

1s conducting its business contrary to puplic policy, or that
£ e ]
the further continuance of its business is hazardous and

against tine puolic interest, or if sucn association upon

request refuses to be examined, or fails to make tne depesié
_— ]

and reports as .erein required, he snall revoke its certificate
S

of authority, and naving revoked the certificate of autnority

L A
of such association une shall report tnis fact to tne attornez_
general, who shall at once aoelz to the wulstrict court or

a judge thereof, for tne appointment of a receiver to close
¢ - - -.- . .

up tiie affairs of sucn association, and an injunction may
L

1ssue 1in tue same proceeding enjoining and restraining the
L - ]
assoclation from transacting business in tails state.
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s.r. 478 w.r.

Sec. 7. Sections five aundred taree point seven (503.7) .

and five nundred taree Eoint point twelve (503.12), Coue 197%&.

are repealed.
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SENATE FILE 42%

AN ACT
RELATING TO CEAPTER FIVE HUNDRED THRER {503) OF THF CODE.

8E IT EMACTED BY THE GENERA!, ASSFMBLY OF THE STATE QF I10WA:

Section 1. Section five hundred throe point two {(%03.2),
unnuebered paragraph one (1), Code 1979, is anended to read
as f£Gllows:

The lerm “association” when used in this chapter chall
me&n any pergon, tirm, company, partnership, assonclation,
or corporation other than building and lean assoclations,
state and aat:onal banks, insurance conpanles and assocliations,
and corporations and Co-operative associatiang subject. to
the provisions of chapters 497, 498 ard S01, which s¢lls or
sffer for sale er-seene to the rublic generally memberships
or certificates of membership entitling the holder thereof
Lo purchase merchandise, materials, equipment or seivices
on 2 discount. or cost-plus basis.

sec. Z. section five hundred three point two {503.2),
unnumbered paragraph twe (2, Code 1979, 1s amended oy striking
that naragrapa.

Sec, 3. Section five hundred three point three (%N3.3),
Code 13739, 1s amended %o read as follows:

503.3 NONAPFPLICARILITY. This chavter shall not. apply
TO 2Ny ROFPOrabreR-OF-4a890e atioN-6FdanIned-upon-the-ansenanant
p!aar—{ar-tke-puspeaa-e§-&nsustng—%ne-&!Ven-e{-éudQV§daa¥s
ef—Furngahqnq—benef&Es~te—£he-w»duwsr-he§rnr-erphane:—as
togateea-oi-dodandnd-romborar -9~ RAUE I HY-Ehe-headth-af
peraonsT—sr—Farn:shﬁng-aeeidene-éndemuéeyr-aar-Ee-aay
Benavoirent-agsocsatrony-ar-youiotrens 2t the toilowing:

1.k zorpavation or agsozration organlzed vpon the astess-

medt plan for the purpese of imsuring the Jives of individuals

oL farnishing bonefits te the widows. heits, orphars or

legatzes of deveased nerbers.

Senate File 425, P. 2

A benevolent association or society.

2.
3.

A agsoclation which sells or offery for sale member-

ships to an ipdividual or to a tamily unit for consideration

which_is tifty dellars or less for a one-year perig

Sec. 4. section five hundred three point four {5%03%.4),
unnhumbered paragraph one (1), Code 1979, is amended to read
as follows:

No association contemplated by this chapter shall ieaue
sell or offer for sale any memberskip until it shall have
procured from the commissioner of insurance a certificate
ot authority authorizing it to engage in such business.

Sec. 5. section five hundred tarce polnt five (503.%),
Code 1979, 1s amended to read as follows:

S03.5 CERTIFICATE OF AUTHORITY. Upon the tfiling ot the
application raferred to in section 503.4, 1f the cormissioner
of insurance 15 satisfied that the business is not in violatien
of law, or against public policy, amd-3g-safer-retsabler-and
enkitiod-to-publie-venfidenve: and that the certificate oo
contract 1s in proper forn, he may issue a certificate of
authority authozizing it to transact business within this
state for the period of one year from the date of the issvance
thereof.

3ec. &, Sectiorn five nundred thres polnt eleven (504.1%),
Code 1979, 1s amended Lo read as tollows:

502,11  REVOCATION OF CERTIFI[CATE--RECEIVER-~ININCTION.

If upon such exarinaticn, or at any ovlher time after reasonable
notive and a hearing, 1t shall appear that such association
dees pot conduct 1ts business 1n accordance with law, or is
insolvent, or 1s <oing an unsafe and unsound business, orv

18 corducting its bus:aess contrary to publ:ic goilay, or that
tae furtaer continuance of its business 1s hazardous aned
against the pablic inlerest, or 17 such assoc-ation upon
request retuses te pe exarined, or faile to make the deposie
And reports as nerein reqgaired, e snall revoke 1ts certificate
¢l authority, and having revoked tone cer<ificate of avthotity
ol such essacration ke shall report this fact te the Attorney
general, who shall at once apply to the distiict court or

Gey '4'S
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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
1ssue in the same proceeding enjoining and restraining the
assoclation from transacting business in 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
1s known as Senate File 425, Sixty-eighth General Assembly.

FRANK J. STORK
Secretary of the Senate
Approved “Ur L / . 1979

ROEERT D. RAY

Governor




