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A BILL FOR 
1 An Act regulating the offer and sale of business opportunities 

2 and providing penalties for violations. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOIvA: 

4 

5 

6 

7 

8 

Q 

!1-3494 
HOUSE FILE 816 

1 Amend House File 816 as follows: 
2 1. Page 5, by striking lines 10 through 12. 
3 2. Page 5, line 16, by striking the word ·one" 
4 and inserting in lieu thereof the word "two". 
5 3. Page 5, line 19, by inserting after the word 
6 "amendment." the words "The administrator shall by rule 
7 periodically revise these fees to insure that they 
8 defray the costs of administration of this Act.". 
9 4. Page 8, lines 4 and 5, by striking the words 

10 ", at a minimum,". 
11 5. Page 8, line 35, by striking the word 10 seller" 
12 and inserting in lieu thereof the words "vendor of a 
13 business opportunity·. 
14 6. Page 9, line 2, by striking the word ·seller" 
15 and by inserting in lieu thereof the word "vendor .... 
16 7. Page 9, line 3, by striking the words "the 
17 seller" and inserting in lieu thereof the words "such 
18 a vendor". 

H-3494 FILED APRIL 6, 1981 
d~ .v::/g-,~. //dS') 
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1 Section 1. NEW SECTION. DEFINITIONS. As used in this 
2 Act, unless the context otherwise requires! 
3 1. a. "Business opportunity" means the sale or lease, 
4 offer for sale or lease, or advertisement for sale or lease 
5 of merchandise or services at an initial investment exceeding 
6 five hundred dollars and when the purchase or lease is for 
7 the purpose of enabling the purchaser to begin a business 
8 to be operated by the purchaser. In addition, to constitute 

9 a "business opportunity" under this Act, the seller must make 
10 one or more of the following claims, statements, or 
11 representations, either orally or in writing, either prior 
12 to or at the time of sale: 

13 (1) That the seller will provide locations, assist in 
14 finding locations, or offer the assistance of a third party 
15 to the purchaser in finding locations for the use or operation 
16 of vending machines, racks, display cases, or other similar 
17 devices for the promotion and sale of merchandise or services 

18 located on premises that are not owned or leased by either 
19 the purchaser or the seller. 

20 (2) That the seller offers or will offer a buy-back or 
21 secured investment for any or all goods produced, fabricated, 
22 grown, bred, or modified by the purchaser using in whole or 
23 in part, the merchandise or services sold or leased or offered 
24 for sale or lease to the purchaser by the seller. 
25 (3) That the seller guarantees, expressly or by implica-

26 tion, that the purchaser will, within one year from the date 
27 of purchase, derive income from the business opportunity which 
28 exceeds the price paid for the business opportunity. 

29 (4) That the seller promises, guarantees, or represents, 
30 either orally or in writing, that the seller will refund all 
31 or part of the price paid by the purchaser for the business 
32 opportunity, or repurchase any of the products, equipment, 
33 supplies, or personal property supplied by the seller, if 
34 the purchaser is dissatisfied with the business opportunity. 
35 (5) That upon payment by the purchaser to the seller, 
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or a third party designated by the seller, of a fee or sum 
of money which equals or exceeds five hundred dollars, the 
purchaser will receive a predesigned sales or marketing program 

that will enable the purchaser to derive income from the 
business opportunity. This paragraph does not apply to sale 

of marketing services by a marketing services provider or 
consultant where the underlying business is not being directly 

or indirectly purchased from the marketing services provider. 

b. "Business opportunity" does not include any of the 
following: 

(1) A newspaper or magazine distribution system. 

12 (2) The sale of an ongoing business. An ongoing business 

13 is a business that for at least six months prior to the sale 

14 meets all of the following qualifications: 

15 

16 
17 

18 

19 

20 

21 
22 

23 

24 

25 
26 
27 
28 

29 

30 
31 

32 
33 

34 
35 

(a) Has been operated from a specific location. 

(b) Has been open for busin~s to the general public. 
(c) Has substantially all the equipment and supplies 

necessary for operating the business at a specific location. 
The complete and total liquidation of business interests is 

also the sale of an ongoing business. 

(3) The sale or lease of a marketing program made in 

conjunction with the licensing of a federally registered 

trademark or servicemark. 
(4) A contract or agreement that grants a retailer of 

merchandise or services the right to sell the merchandise 
or services being purchased or leased within, or appurtenant 
to, an existing retail business establishment operated by 

the purchaser. 
(5) A transaction in which the seller or a person 

representing the seller is licensed under, and the transaction 

is subject to, chapter 117. This Act does not apply to a 

sales or lease transaction when all or part of the business 

being sold or leased is the seller's own real property located 

within Iowa. 
(6) A sales or lease to an existing or beginning business 
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1 which also sells or leases equipment, products, or supplies 

2 or performs services which are not supplied by the seller 

3 and which the purchaser does not use with the equipment, 

4 products, supplies, or services of the seller. 

5 (7) The renewal or extension of a business opportunity 

6 contract or agreement made under this Act or prior to the 

7 effective date of this Act. 

8 (8) The sale of a contract in the negotiation and ratifica-

9 tion of which all purchasers are represented by attorneys 

10 or certified public accountants licensed to practice in this 

11 state, or by other business consultants the administrator 

12 by rule finds qualified to provide independent and professional 

13 advice to unsophisticated persons considering entering into 

14 business opportunity contracts. 

15 (9) Other transactions that the administrator may exempt 

16 by rule. 

17 2. "Purchaser" means a person who has purchased or leased 

18 or lS solicited to purchase or lease a business opportunity. 

19 3. "Seller" means a person who advertises, sells, leases, 

20 or offers for sale or lease a business opportunity, or an 

21 affiliate, agent, or representative of such person or an 

22 independent contractor selling or leasing under contract with 

23 such person except that "seller" does not include a person 

24 who is subject to and in compliance with the federal trade 

25 commission rule on "franchising and business opportunity 

26 ventures", 16 C.F.R. 436. 

27 4. "Services" means assistance, guidance, direction, work, 

28 labor, or services provided by the seller or by a third party 

29 arranged by the seller to initiate or maintain the business 

30 opportunity. "Service" includes sales and marketing programs, 

31 instructions, directions, or other information that assists 

32 the purchaser in operating the business opportunity. 

33 5. "Secured investment" means a representation, either 

34 oral or written, that implies that the purchaser's initial 

35 investment is protected from loss. 
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1 6. "Buy-back" means a written or oral representation that 
2 implies that the seller or a third party designated by the 

3 seller will purchase all or part of the merchandise or ser-

4 vices provided to the purchaser under the business opportunity 

5 contract. 

6 7. "Initial investment" means the total amount a purchaser 
7 is obligated to pay under the terms of the business opportunity 

8 contract either prior to or at the time of delivery of the 

9 merchandise or services or within six months of the purchaser 
10 commencing operation of the business opportunity. However, 

11 if payment is over a period of time, "initial investment" 

12 means the sum of the downpayment and the total monthly payments 

13 specified ~n the contract. 
14 8. "Administrator" means the commissioner of insurance 

15 or the deputy appointed under section 502.601. 

16 9. "Person" does not include government or governmental 

17 subdivisions or agenc~es . 

Sec. 3. NEW SECTION. REGISTRATION REQUIRED. .• 18 
19 1. Before placing an advertisement or making any other 

20 oral or written representation to offer, sell or solicit the 
21 sale of a business opportunity in this state, the seller shall 
22 file a copy of the disclosure statement required by section 

23 5 of this Act with the administrator. The seller shall refile 
24 the statement at least annually and whenever a material change 

25 in the required information occurs. The list of officers 

26 and principals shall be current within six months. If the 

27 seller is required by section 4 of this Act to provide a bond 

28 or establish a trust account or guaranteed letter of credit, 
29 the seller shall file with the administrator the original 
30 bond, the original formal notification by the depository that 

31 the trust account is established or the original guaranteed 

32 letter of credit. 
33 2. The administrator shall issue an advertisement 

identification number to the seller after reviewing the 

disclosure statement required by section 5 of this Act, 
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I after determining that the seller has complied with any 

2 requirements imposed under this Act. A seller is not 

3 registered under this Act and shall not advertise, offer for 
• 

4 sale or lease, or sell or lease until the advertisement 

5 identification number is issued. If the administrator's 

6 review is not completed within thirty days of filing of the 

7 disclosure statement, a temporary identification number shall 

8 be issued and the applicant is considered registered until 

9 the review is completed. 

,:,>'10 3. The seller shall disclose the advertisement identifica-

11 tion number to each person with whom the seller places ad-

12 vertising. 

13 4. The seller shall disclose the advertising identification 

14 number to each person with whom the seller places advertising 

15 and the number shall be included in all advertisements. 

·16 5. The seller shall pay a one hundred dollar filing fee 

17 with the initial disclosure statement filed under subsection 

18 1. A twenty-five dollar fee shall be charged for each 

19 amendment. 

20 Sec. 4. NEW SECTION. BOND, TRUST ACCOUNT OR GUARANTEED 

21 LETTER OF CREDIT. 

22 1. The administrator may adopt rules requiring sellers 

23 to either obtain a surety bond or guaranteed letter of credit 

24 or to establish,a trust account before the seller may do 

25 business in this state. For the purposes of this section, 

26 "seller" includes a person who would be a seller but for being 

27 subject to and in compliance with the federal trade commission 

28 rule on "franchising and business opportunity ventures". 

29 2. The bond, trust account, or guaranteed letter of credit 

30 shall be by a company licensed to do business in Iowa, in 

31 favor of the state of Iowa for the benefit of any person who 

32 is damaged by a violation of this Act or by the seller's 

33 breach of a contract subject to this Act or of an obligation 

34 arising from a contract subject to this Act or by a violation 

35 of section 714.16. 
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The amount of the bond, trust account, or guaranteed 

of credit shall be determined by the administrator 

BII, 

3 based upon guidelines which the administrator shall establish 
4 by rule. In determining the amount, the administrator shall 
5 consider the financial condition of the business, the period 

6 of time the business. has operated in the state, and the 
7 existence of capital or real property investment in the state. 

8 4. Any person claiming against the bond, trust account, 

9 or guaranteed letter of credit may maintain an action at law 

10 against the seller and the surety, trustee or depository 
11 institution, except that the surety, trustee or depository 

12 institution is liable only for actual damages and not for 
13 punitive damages permitted under section 8 of this Act. The 
14 aggregate liability of the surety or trustee to all persons 
15 damaged by a seller's violation of this Act shall not exceed 

16 the amount of the bond, trust account, or guaranteed letter 

17 of credit. 

.• 18 
19 

Sec. 5. NEW SECTION. DISCLOSURE STATEMENT . 

1. The seller shall provide a prospective purchaser with 

• 

20 a written document as required by this section either during 

21 the first personal contact between the purchaser and the 

22 seller or at least ten business days before the purchaser 
23 signs a business opportunity contract or pays any consideration 
24 to the seller, whichever occurs first. First personal contact 

25 does not include general informational activity in a public 
26 setting where a specific business relationship is not 

27 discussed. 

28 2. The cover sheet of the disclosure document shall include 

29 the words DISCLOSURE REQUIRED BY IOWA LAW in boldface capital 

30 letters. Under the title shall appear the statement: "The 
31 state of Iowa has not reviewed and does not approve, recommend, 
32 endorse, or sponsor any business opportunity. The information 
33 contained in this disclosure has not been checked by the 
34 state. If you have any questions about this purchase, see 

35 an attorney or other financial advisor before you sign a 
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1 contract or agreement." The cover sheet shall include only 

2 the title and the statement required by this section. 
3 3. The disclosure document shall contain the following 

4 information: 
5 a. The complete name and address of the seller, all other 

6 names under which the seller is doin~ or intends to do 
7 business, the names under which the seller has done business 

8 in the past, and the names and addresses of all parent or 

9 affiliated companies that will engage in business transactions 

10 with the purchaser or who take responsibility for statements 

11 made by the seller. If the seller is a corporation, the 
12 document shall include the state where the articles of 
13 incorporation are filed, the date of incorporation, and the 
14 name and address of the registered agent. 

15 b. The names, addresses, and titles of the seller's of-

16 ficers, directors, and other persons charged with the 

17 responsibility for the seller's business activities relating 

18 to the sale of business opportunities. 

19 c. Current samples of all contracts and other documents 
20 used in the sale or lease of the business opportunity. 

21 d. A copy of the most recent financial statement of the 
22 seller, which shall not be more than one hundred twenty days 
23 old, updated to reflect material changes in the seller's 
24 financial condition. 

25 e. Either of the following statements as applicable: 

26 (1)" As required by Iowa law, the seller has secured a 

27 bond issued by (name and address of surety) •........•...... 

28 ................•....•.. , a surety company authorized to do 

29 business in this state. Before signing a contract to purchase 
30 this business opportunity, you should confirm the bond's 
31 status with the surety company." 
32 (2) "As required by Iowa law, the seller has established 
33 a trust account or guaranteed letter of credit ............ . 
34 (no. of ·acct. ) ........•............. with (name and address 

35 of bank or savings inst.) .•................. Before signing 
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1 a contract to purchase this business opportunity, you should 
2 confirm with the bank or savings institution the current 
3 status of the trust account or guaranteed letter of credit." 

'.f 4 f. I f earnings claims are made, the seller must, at a 
5 minimum, disclose all of the following: 

6 (1) The number and percentage the number represents of 
7 the total number of purchasers who form the basis for the 
8 income or earning potential representation. 

9 (2) The number of purchasers known to the seller to have 
10 made at least the same sales, income or profits as those 
11 represented. 

12 (3) The total number of purchasers known to the seller 
13 to have failed in the business opportunity. 

14 g. The business experience during the past five years, 
15 stated individually, of each person named in subsection 3, 
16 paragraph b. Each person's principal occupations and employers 
17 must be included . 

18 h. A statement disclosing whether the seller or any person 
19 named ~n subsection 3, paragraph b: 
20 (1) Has during the most recent seven-year period been 

21 held liable in a civil action by final judgment, convicted 
22 of a felony or plead nolo contendere to a felony charge if 

23 the felony or civil action involved fraud, embezzlement, 
24 fraudulent conversion or misappropriation of property. 
25 (2) Is subject to any currently effective state or federal 
26 injunctive or restrictive order, or is party to a proceeding 
27 currently pending in which such an order is sought, relating 
28 to or affecting business opportunity activities or the business 

29 opportunity seller-purchaser relationship or involving fraud. 
30 (3) Has during the most recent seven-year period filed 
31 bankruptcy or has been associated as a director or officer 
32 of any company that has filed bankruptcy or reorganization 
33 proceedings. 

(4) Has been a party to any cause of action brought by 
purchasers against the seller during the most recent seven-
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1 year period which resulted in an out-of-court settlement or 

2 a judgment against the seller, or is presently a party to 

3 any cause of action brought by a purchaser against the seller. 

4 The statement shall set forth the identity and location 

5 of the court, date of conviction or judgment, and penalty 

6 imposed or damages assessed, and the date, nature, and issuer 

7 of each the order or ruling. 

8 i. Such other information as the administrator requires. 

9 Sec. 6. NEW SECTION. CONTRACTS. 

10 1. A contract for the sale or lease by a seller of a 

11 business opportunity in this state shall be in writing and 

12 is subject to this Act and section 714.16. A copy of the 

13 contract and all other documents the seller requires the 

14 purchaser to sign shall be given to the purchaser at least 

15 ten business days prior to the time the purchaser signs the 

16 contract and signed copies shall be provided to the purchaser 

17 at the time the contract and documents are signed. 

18 2. A contract by a seller for the sale or lease of a 

19 business opportunity shall set forth all of the following: 

20 a. The terms and conditions of payment, including the 

21 total financial obligation of the purchaser to the seller. 

22 b. A full and detailed listing and description of the 

23 acts and services that the seller will perform or deliver 

24 to the purchaser. 

25 c. A detailed listing of merchandise or services the pur-

26 chaser will receive. 

27 d. The delivery date or, when the contract provides for 

28 a staggered delivery of items to the purchaser, the approxi-

29 mate delivery dates of merchandise or services the seller 

30 will deliver to the purchaser to enable the purchaser to begin 

31 or maintain the business and the specific location where the . 

32 merchandise or services will be delivered or provided. 

33 e. A complete description of the nature of any guarantee, 

34 buy-baCk, or secured investment, if the seller has represented 

35 or promised orally or in writing when advertising, selling, 
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1 leasing, soliciting, or offering the business opportunity 
2 that there is a guarantee, buy-back, or secured investment. 
3 f. A statement that accurately states the purchaser's 

4 right to void the contract under the circumstances and in 

5 the manner set forth in section 7 of this Act. 

6 g. The cancellation statement appearing in section 82.2. 

7 h. The seller's principal business address and the name 

8 and the address of its registered agent in the state of Iowa 
9 authorized to receive service of process. 

10 i. The business form of the seller, whether corporate, 
11 partnership, or otherwise. 

12 Sec. 7. NEW SECTION. CANCELLATION OF CONTRACT. The pur-
13 chaser has the right to cancel a contract with a seller for 

14 a business opportunity for any reason at any time within three 

15 business days of the date the purchaser signs the contract 

16 or the date the contract is accepted by the seller whichever 
17 is later. The notice of the right to cancel, the seller's 

.• 18 
19 

Obligation to provide the purchaser with cancellation forms, 
and the procedures to be followed when a contract is canceled 

20 shall be the same as the procedures in chapter 82 for door-

21 to-door sales. 

22 Sec. 8. NEW SECTION. REMEDIES. A person injured by a 

23 violation of this Act or by a seller's breach of contract 

24 is entitled to actual damages and reasonable attorneys' fees 

25 and may be awarded punitive damages when appropriate. 
26 Sec. 9. NEW SECTION. POWERS OF ADMINISTRATOR. 
27 1. If it appears to the administrator that a person has 
28 engaged, is engaging, or is about to engage ln any act or 
29 practice constituting a violation of this Act or a rule or 

30 order adopted or issued under this Act, the administrator 
31 may issue an order directed at the person requiring the person 

32 to cease and desist from engaging in the act or practice. 

33 The person named in the order may, within fourteen days after 

34 receipt of the order, file a written request for a hearing. 

35 The hearing shall be held in accordance with chapter 17A. 
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1 Any 

2 seller 

H.F. $11, 

consent agreement between the administrator 

may be filed in the miscellaneous docket of 

and the 

the clerk 

3 of the district court. 

4 2. The administrator may impose a penalty not to exceed 

5 one thousand dollars per violation against a seller or person 

6 found to have violated this Act or a rule or order adopted 

7 under this Act. If a penalty imposed under this subsection 

8 remains unpaid, the district court shall enter judgment to 

9 enforce its collection. 

10 3. 

11 may be 

12 4. 

Judicial review of a decision of the administrator 

sought under chapter 17A. 

If it appears to the administrator that a person has 

13 engaged, is engaged, or is about to engage in any act or 

14 practice constituting a violation of this Act or of a rule 

15 or order adopted or issued under this Act the administrator 

16 may take either or both of the following actions: 

17 a. Notify the attorney general who shall bring an action 

18 in the district court to enjoin the acts or practices 

19 constituting the violation and to enforce compliance with 

20 this Act or any rule or order adopted or issued pursuant 

21 to this Act. Upon a proper showing a permanent or temporary 

22 injunction shall be granted and a receiver or conservator 

23 may be appointed for the defendant or the defendant's assets. 

24 b. Sue on behalf of a purchaser to enforce the purchasers' 

25 rights. 

26 Sec. 10. NEW SECTION. WAIVER OF RIGHTS. A walver of 

27 this Act by a purchaser prior to or at the time of sale is 

28 contrary to public policy and is void and unenforceable. 

29 An attempt by a seller to have a purchaser waive any rights 

30 given in this Act is a violation of this Act. 

31 Sec. 11. NEW SECTION. RULES. The administrator may adopt 

32 rules according to chapter l7A as necessary or appropriate 

33 for the protection of purchasers and to implement the purposes 

34 of this Act, including but not limited to rules governing 

35 registrations, applications, disclosure statements, and 
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1 reports. In adopting rules the administrator shall cooperate 

2 with agency administrators of other states and the federal 

3 trade commission to achieve uniformity in the form and content 

4 of registrations, applications and reports as practicable. 

5 Sec. 12. NEW SECTION. PENALTIES. 

6 1. A seller who fails to file a disclosure statement, 

7 pay a registration fee, and obtain an advertisement 

8 identification number as required under section 3 of this 

9 Act, or who fails to properly provide a disclosure statement 

10 as required in section 5 of this Act, is, upon conviction, 

11 guilty of an aggravated misdemeanor. 

12 2. A seller who willfully uses any device or scheme to 

13 defraud a person in connection with the advertisement, offer 

14 

15 

16 

17 -..18 
W 19 

20 

21 

to sell or lease, sale, or lease of a business opportunity, 

or who willfully violates any other provision of this Act, 

except 

guilty 

3. 

as provided in subsections 1 and 3, is, upon conviction, 

of a fraudulent practice. 

A seller who violates a rule 

under this Act is, upon conviction, 

misdemeanor. 

or order adopted or issued 

guilty of an aggravated 

4. The administrator may refer available evidence concern-

22 ing a possible violation of this Act or of a rule or order 

23 issued under this Act to the attorney general. The attorney 

24 general, with or without such a referral, may institute appro-

25 priate criminal proceedings or may direct the case to the 

26 appropriate county attorney to institute appropriate criminal 

27 proceedings. 

28 EXPLANATION 

29 This bill provides for regulation of the offer and sale 

30 of business opportunities. "Business opportunities" are 

31 defined in section 1, which also provides specific exemptions 

32 for ongoing businesses, most franchises, and real estate 

33 transactions. In the definition of a "seller" persons who 

34 are subject to and in compliance with federal trade commission 

rules on business opportunities are exempt from the bill. 
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1 Persons seeking to offer a business opportunity are required 
2 to register with the commissioner of insurance. Before a 
3 person can offer or sell a business opportunity the person 

4 must file a disclosure statement and in most cases post a 

5 bond with the securities commissioner. section 5 sets forth 

6 the specific information that is to be included in a disclosure 
7 statement. An advertising number is issued to every registered 

8 person which must be provided to each person with whom the 

9 business opportunity seller places advertising. 

10 This bill also provides that a disclosure statement must 
11 be given to a prospective purchaser ten days prior to the 
12 time any contract is entered into. In addition all contracts 

13 must be in writing and include certain information as set 
14 forth in section 6. Purchasers will have the right to cancel 

15 a contract for any reason within three days of signing, within 

16 30 days for misrepresentation and within one year if the 

17 contract is not in compliance with this bill. 

18 The commissioner of insurance has the power to adopt rules 
19 as necessary to implement and enforce this bill while the 
20 power to act on any violation is with the commissioner or 
21 the attorney general at the direction of the commissioner. 

22 Prohibited acts are set forth in section 12. Civil and 

23 criminal penalties are provided for violations. The bill 

24 is effective July 1 following enactment. 

25 

26 

27 

28 
29 

30 

31 
32 

33 

34 

35 
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Page Fifteen 
/Ipril 8, 1981 

FISCAL NOTE 
House rile 816 

Requested by Representative Shimanek 
~larch 25, 1981 

In compliance with a 
Fi!'cal Xote [or H. F. 816 

written request there is hereby submitted a 
pursuant to Joint RIlle 16. 

House File 816, An Act regulating the offer and sale of business 
opportunities and providing penalties for violations. 

Estimated Revenues: 
Increased revenues from the legislation are 
projected from an indication of the Attorney 
General's office that roughly 400 inquiries 
were received last year. If one-half of such 
parties registered, and filed two amend~ents. 
revenues would be .................................. $ 30,000 

Estimated Expenditures: 
Personal services ................................... S 40,000 

Estimated Net Additional Cost $ 10,000 

Source: Insurance Department .LED APRIL 7, 1981 
BY GERRY D. RAKKIN 

Legislative Fiscal Bureau 

FISCAL NOTE 
Amendment H-3494 to House File 816 

Requested by Representative Conlon 
April 7, 1981 

In compliance with a written request there is hereby submitted a 
Fiscal 'late for Amendment H-3494 to H. F. 816 pursuant to Joint Rule 16. 

Anlendment H-3494 to House File 816 

This amendment states that the seller shall pay a two hundred dollar 
filing fee ~Iith the initial disclosure state filedunder subsection 1. 

H.F. 816 as amended by H-3494: 

Estimated Revenues: 

Increased revenues from the legislation are 
projected from an indication of the Attorney 
General's office that roughly 400 inquiries 
were received last year. If one-half of such 
parties registered, and filed two amendments, 
revenues would be .................................. S 50 ,000 

Estimated expenditures: 

'. Personal Services ................................ · .. $ 40,000 

Estimated Net Additional Revenue 

Source: Tnsurancc Departmen t 
[;ILEIJ APRIL 7, 1981 

BY GERRY D. RA~KIN 
Legislative Fiscal Bureau 
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HOUSE FILE---,8",,--<-'..:.:;/'_ Doylf 
Murray 
DeKosk'r 

Passp.d Hcuse, Dare, ,,>_ 1t.-1J'i Y /6'/1) 

Vo tc: Aye s q 1 !iays_...!c>.:.... __ 

BY CO~~ITTEE ON JUDICIARY 
At'W LAW ENFORCEHEClT 

(As Amended and Passed by the House) 

rass"d Senate, Da te 7'- in- if (/,of9V 

Vote: Ayes 43 _ Nays,_",-o!.-__ 

A BILL FOR 
1 An Act regulating t.he offer and sale of business opporturd.ties 
2 and providing ?enalties for violations. 

3 BE IT E''Il\.C'l'ED BY THE GENERAL ASSEMBLY OF THE STA'I'E OF row_",: 
6. 

HOUSE FILE 816 
S-3527 
1 Amend House File 816 as amended, passed and 
2 reprinted by the House, as follows: 
3 1. Page I, lines 25 and 26, by striking the words 
4 ", expressly or by implication,". 
5 2. Page 3, line 24, by striking the words "is 
6 st:.bject to" and inserting in lieu thereof the words 
7 "offers or sells a package franchise or a product 
8 franchise as defined in". 
9 3. Page 3, line 26, by inserting after the number 

10 "436" the words "if such person does not make any 
11 representations described in subsection I, paragraph 
12 a, subparagraphs 2, 3 and 4". 
13 4. Page 4, line 22, by striking the word "the" 
14 and inserting in lieu thereof the word "a". 
15 5. Page 4, line 23, by striking the number "5" 
16 and inserting in lieu thereof the nlmlber "4". 
17 6. Page 5, by striking lines 24 through 27 and 
18 inserting in lieu thereof the words "business in this 
19 state." 
20 7. Page 9, by inserting after line 8 the following: 
21 "4. In lieu of the disclosure required by 
22 subsection 3, paragraphs a, b, c, d, f, g, and h, 
23 the seller may file the disclosure documents authorized 
24 by the federal trade CO~~is5ion and in compliance 
25 with 16 C.F.R. 436 et seq." 
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1 Section 1. NEW SECTION. DEFINITIONS. As used in this 

2 Act, unless the context otherwise requires: 

3 1. a. "Busines.s opportunity" means the sale or lease, 

4 offer for sale or lease, or advertisement for sale or lease 

5 of merchandise or services at an initial investment exceeding 

6 five hundred dollars and when the purchase or lease is for 

7 the purpose of enabling the purchaser to begin a business 

8 to be operated by the purchaser. In addition, to constitute 

9 a "business opportunity" under this Act, the seller must make 

10 one or more of the following claims, statements, or 

11 representations, either orally or in writing, either prior 

12 to or at the time of sale: 

13 (1) That the seller will provide locations, assist in 

14 finding locations, or offer the assistance of a third party 

15 to the purchaser in finding locations for the use or operation 

16 of vending machines, racks, display cases, or other similar 

17 devices for the promotion and sale of merchandise or services 

18 located on premises that are not owned or leased by either 

19 the purchaser or the seller. 

20 (2) That the seller offers or will offer a buy-back or 

21 secured investment for any or all goods produced, fabricated, 

22 grown, bred, or modified by the purchaser using in whole or 

23 in part, the merchandise or services sold or leased or offered 

24 for sale or lease to the purchaser by the seller. 

}o---'25 (3) That the seller guarantees, expressly or by implica-

26 tion, that the purchaser will, within one year from the date 

27 of purchase, derive income from the business opportunity which 

28 exceeds the price paid for the business opportunity. 

29 (4) That the seller promises, guarantees, or represents, 

30 either orally or in writing, that the seller will refund all 

31 or part of the price paid by the purchaser for the business 

32 opportunity, or repurchase any of the products, equipment, 

33 supplies, or personal property supplied by the seller, if 

34 the purchaser is dissatisfied with the business opportunity. 

35 (5) That upon payment by the purchaser to the seller, 
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~l or a third party designated by the seller, of a fee or sum 

2 of money which equals or exceeds five hundred dollars, the 

3 purchaser will receive a predesigned sales or marketing program 

4 that will enable the purchaser to derive income from the 

S business opportunity. This paragraph does not apply to sale 

6 of marketing services by a marketing services provider or 

7 consultant where the underlying business is not being directly 

8 or indirectly purchased from the marketing services provider. 

9 b. "Business opportunity" does not include any of the 

10 following: 

11 (1) A newspaper or magazine distribution system. 

12 (2) The sale of an ongoing business. An ongoing business 

13 is a business that for at least six months prior to the sale 

14 meets all of the following qualifications: 

15 (a) Has been operated from a specific location. 

16 (b) Has been open for business to the general public. 

(c) Has substantially all the equipment and supplies 

necessary for operating the business at a specific location. 

19 The complete and total liquidation of business interests is 

20 also the sale of an ongoing business. 

21 (3) The sale or lease of a 

22 conjunction with the licensing 

23 trademark or servicemark. 

marketing program made in 

of a federally registered 

24 (4) A contract or agreement that grants a retailer of 

25 merchandise or services the right to sell the merchandise 

26 or services being purchased or leased within, or appurtenant 

27 to, an existing retail business establishment operated by 

28 the purchaser. 

29 (5) A transaction in which the seller or a person 

30 representing the seller is licensed under, and the transaction 

31 is subject to, chapter 117. This Act does not apply to a 

32 sales or lease transaction when all or part of the business 

33 being sold or leased is the seller's own real property located 

4 within Iowa. 

S (6) A sales or lease to an existing or beginning business 
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1 which also sells or leases equipment, products, or supplies 

2 or performs services which are not supplied by the seller 

3 and which the purchaser does not use with the equipment, 

4 products, supplies, or services of the seller. 

S (7) The renewal or extension of a business opportunity 

6 contract or agreement made under this Act or prior to the 

7 effective date of this Act. 

8 (8) The sale of a contract in the negotiation and ratifica-

9 tion of which all purchasers are represented by attorneys 

10 or certified public accountants licensed to practice in this 

11 state, or by other business consultants the administrator 

12 by rule finds qualified to provide independent and professional 

13 advice to unsophisticated persons considering entering into 

14 business opportunity contracts. 

15 (9) Other transactions that the administrator may exempt 

16 by rule. 

17 2. "Purchaser" means a person who has purchased or leased 

18 or is solicited to purchase or lease a business opportunity. 

3,:','19 3. "Seller" means a person who advertises, sells, leases, 

20 or offers for sale or lease a business opportunity, or an 

21 affiliate, agent, or representative of such person or an 

22 independent contractor selling or leasing under contract with 

23 such person except that "seller" does not include a person 

24 who is subject to and in compliance with the federal trade 

25 commission rule on "franchising and business opportunity 

26 ventures", 16 C.F.R. 436. 

27 4. "Services" means assistance, guidance, direction, work, 

28 labor, or services provided by the seller or by a third party 

29 arranged by the seller to initiate or maintain the business 

30 opportunity. "Service" includes sales and marketing programs, 

31 instructions, directions, or other information that assists 

32 the purchaser in operating the business opportunity. 

33 5. "Secured investment" means a representation, either 

34 oral or written, that implies that the purchaser's initial 

35 investment is protected from loss. 
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~l 
2 

6. "Buy-back" means a written or oral representation that 

implies that the seller or a third party designated by the 

3 seller will purchase all or part of the merchandise or ser-

4 vices provided to the purchaser under the business opportunity 

5 contract. 

6 7. "Initial investment" means the total amount a purchaser 

7 is obligated to pay under the terms of the business opportunity 

8 contract either prior to or at the time of delivery of the 

9 merchandise or services or within six months of the purchaser 

10 commencing operation of the business opportunity. However, 

11 if payment is over a period of time, "initial investment" 

12 means the sum of the downpayment and the total monthly payments 

13 specified in the contract. 

14 8. "Administrator" means the commissioner of insurance 

15 or the deputy appointed under section 502.601. 

16 9. "Person" does not include government or governmental 

subdivisions or agencies. 

Sec. 2. NEW SECTION. REGISTRATION REQUIRED. 

19 1. Before placing an advertisement or making any other 

20 oral or written representation to offer, sell or solicit the 

21 sale of a business opportunity in this state, the seller shall 

22 file a copy of the disclosure statement required by section 

23 5 of this Act with the administrator. The seller shall refile 

24 the statement at least annually and whenever a material change 

25 in the required information occurs. The list of officers 

26 and principals shall be current within six months. If the 

27 seller is required by section 3 of this Act to provide a bond 

28 or establish a trust account or guaranteed letter of credit, 

29 the seller shall file with the administrator the original 

30 bond, the original formal notification by the depository that 

31 the trust account is established or the original guaranteed 

32 letter of credit. 

33 2. The a~~inistrator shall issue an advertisement 

4 identification number to the seller after reviewing the 

5 disclosure statement required by section 4 of this Act, and 
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1 after determining that the seller has complied with any 

2 requirements imposed under this Act. A seller is not 

3 registered under this Act and shall not advertise, offer for 

4 sale or lease, or sell or lease until the advertisement 

5 identification number is issued. If the administrator's 

6 review is not completed within thirty days of filing of the 

7 disclosure statement, a temporary identification number shall 

8 be issued and the applicant is considered registered until 

9 the review is completed. 

~ 10 3. The seller shall disclose the advertising identification 

11 number to each person with whom the seller places advertising 

12 and the number shall be included in all advertisements. 

13 4. The seller shall pay a two hundred dollar filing fee -. 
14 with the initial disclosure statement filed under subsection 

15 1. A twenty-five dollar fee shall be charged for each 

16 amendment. The administrator shall by rule periodically 

17 revise these fees to insure that they defray the costs of 

18 administration of this Act. 

19 Sec. 3. NEW SECTION. BOND, TRUST ACCOUNT OR GUARANTEED 

20 LETTER OF CREDIT. 

21 1. The administrator may adopt rules requiring sellers 

22 to either obtain a surety bond or guaranteed letter of credit 

23 or to establish a trust account before the seller may do 

24 business in this state. For the purposes of this section, 

25 "seller" includes a person who would be a seller but for being 

26 subject to and in compliance with the federal trade commission 

27 rule on "franchising and business opportunity ventures". 

28 2. The bond, trust account, or guaranteed letter of credit 

29 shall be by a company licensed to do business in Iowa, in 

30 favor of the state of Iowa for the benefit of any person who 

31 is damaged by a violation of this Act or by the seller's 

32 breach of a contract subject to this Act or of an obligation 

33 arising from a contract subject to this Act or by a violation 

34 of section 714.16. 

35 3. The amount of the bond, trust account, or guaranteed 
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letter of credit shall be determined by the administrator 

2 based upon guidelines which the administrator shall establish 

3 by rule. In determining the amount, the administrator shall 

4 consider the financial condition of the business, the period 

5 of time the business has operated in the state, and the 

6 existence Of capital or real property investment in the state. 

7 4. Any person claiming against the bond, trust account, 

8 or guaranteed letter of credit may maintain an action at law 

9 against the seller and the surety, trustee or depository 

10 institution, except that the surety, trustee or depository 

11 institution is liable only for actual damages and not for 

12 punitive damages permitted under section 7 of this Act. The 

13 aggregate liability of the surety or trustee to all persons 

14 damaged by a seller's violation of this Act shall not exceed 

15 the amount of the bond, trust account, or guaranteed letter 

16 of credit. 

~7 Sec. 4. NEW SECTION. DISCLOSURE STATEMENT . 

• ~ 1. The seller shall provide a prospective purchaser with 

19 a \vritten document as required by this section either during 

20 the first personal contact between the purchaser and the 

21 seller or at least ten business days before the purchaser 

22 signs a business opportunity contract or pays any consideration 

23 to the seller, whichever occurs first. First personal contact 

24 does not include general informational activity in a public 

25 setting where a specific business relationship is not 

26 discussed. 

27 2. The cover sheet of the disclosure document shall include 

28 the words DISCLOSURE REQUIRED BY IOI';A LAW in boldface capital 

29 letters. Under the title shall appear the statement: "The 

30 state of Iowa has not reviewed and does not approve, recommend, 

31 endorse, or sponsor any business opportunity. The information 

32 contained in this disclosure has not been checked by the 

state. If you have any questions about this purchase, see 

an attorney or other financial advisor before you sign a 

contract or agreement." The cover sheet shall include only 
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1 the title and the statement required by this section. 

2 3. The disclosure document shall contain the following 

3 information: 

4 a. The complete name and address of the seller, all other 

5 names under which the seller is doing or intends to do 

6 business, the names under which the seller has done business 

7 in the past, and the names and addresses of all parent or 

8 affiliated companies that will engage Ln business transactions 

9 with the purchaser or who take responsibility for statements 

10 made by the seller. If the seller is a corporation, the 

11 document shall include the state where the articles of 

12 incorporation are filed, the date of incorporation, and the 

13 name and address of the registered agent. 

14 b. The names, addresses, and titles of the seller's of-

15 ficers, directors, and other persons charged with the 

16 responsibility for the seller's business activities relating 

17 to the sale of business opportunities. 

18 c. Current samples of all contracts and other documents 

19 used in the sale or lease of the business opportunity. 

20 d. A copy of the most recent financial statement of the 

21 seller, which shall not be more than one hundred twenty days 

22 old, updated to reflect material changes in the seller's 

23 financial condition. 

24 e. Either'of the following statements as applicable: 

25 (1)" As required by Iowa law, the seller has secured a 

26 bond issued by (name and address of surety) ......•......... 

27 ....••.....•.•........•. , a surety company authorized to do 

28 business in this state. Before signing a contract to purchase 

29 this business opportunity, you should confirm the bond's 

30 status with the surety company." 

31 (2) "As required by Iowa law, the seller has established 

32 a trust account or guaranteed letter of credit ............ . 

33 (no. of acct.) ......•............... with (name and address 

34 of bank or savings inst.) ................... Before signing 

35 a contract to purchase this business opportunity, you should 
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4tl confirm with the bank or savings institution the current 

2 status of the trust account or guaranteed letter of credit." 

• 3 f. If earnings claims are made, the seller must disclose 

4 all of the following: 

5 (1) The number and percentage the number represents of 

6 the total number of purchasers who form the basis for the 

7 income or earning potential representation. 

8 (2) The number of purchasers knOloffi to the seller to have 

9 made at least the same sales, income or profits as those 

10 represented. 

11 (3) The total number of purchasers known to the seller 

12 to have failed in the business 

13 g. The business experience 

opportunity. 

during the past five years, 

14 stated individually, of each person named in subsection 3, 

15 paragraph b. Each person's principal occupations and employers 

16 must be included. '.: h. A statement disclosing whether the seller or any person 

named in subsection 3, paragraph b: 

19 (1) Has during the most recent seven-year period been 

20 held liable in a civil action by final judgment, convicted 

21 of a felony or plead nolo contendere to a felony charge if 

22 the felony or civil action involved fraud, embezzlement, 

23 fraudulent conversion or misappropriation of property. 

24 (2) Is subject to any currently effective state or federal 

25 injunctive or restrictive order, or is party to a proceeding 

26 currently pending in which such an order is sought, relating 

27 to or affecting business opportunity activities or the business 

28 opportunity seller-purchaser relationship or involving fraud. 

29 (3) Has during the most recent seven-year period filed 

30 bankruptcy or has been associated as a director or officer 

31 of any company that has filed bankruptcy or reorganization 

32 proceedings. 

•

. 334 (4) Has been a party to any cause of action brought by 

purchasers against the vendor of a business opportunity during 

35 the most recent seven-year per~od which resulted in an out-
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1 of-court settlement or a judgment against the vendor, or is 

2 presently a party to any cause of action brought by a purchaser 

3 against such a vendor. 

4 The statement shall set forth the identity and location 

5 of the court, date of conviction or judgment, and penalty 

6 imposed or damages assessed, and the date, nature, and issuer 

7 of each the order or ruling. 

8 i. Such other information as the administrator requires • 
. ~ 

9 Sec. 5. NEW SECTION. CONTRACTS. 

10 1. A contract for the sale or lease by a seller of a 

11 business opportunity in this state shall be in writing and 

12 is subject to this Act and section 714.16. A copy of the 

13 contract and all other documents the seller requires the 

14 purchaser to sign shall be given to the purchaser at least 

15 ten business days prior to the time the purchaser signs the 

16 contract and signed copies shall be provided to the purchaser 

17 at the time the contract and documents are signed. 

18 2. A contract by a seller for the sale or lease of a 

19 business opportunity shall set forth all of the following: 

20 a. The terms and conditions of payment, including the 

21 total financial obligation of the purchaser to the seller. 

22 b. A full and detailed listing and description of the 

23 acts and services that the seller will perform or deliver 

24 to the purchaser. 

25 c. A detailed listing of merchandise or services the pur-

26 chaser will receive. 

27 d. The delivery date or, when the contract provides for 

28 a staggered delivery of items to the purchaser, the approxi-

29 mate delivery dates of merchandise or services the seller 

30 will deliver to the purchaser to enable the purchaser to begin 

31 or maintain the business and the specific location where the 

32 merchandise or services will be delivered or provided. 

33 e. A complete description of the nature of any guarantee, 

34 buy-back, or secured investment, if the seller has represented 

35 or promised orally or in writing when advertising, selling, 
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~l leasing, soliciting, or offering the business opportunity 

2 that there is a guarantee, buy-back, or secured investment. 

3 f. A statement that accurately states the purchaser's 

4 right to void the contract under the circumstances and in 

5 the manner set forth in section 6 of this Act. 

6 g. The cancellation statement appearing in section 82.2. 

7 h. The seller's principal business address and the name 

8 and the address of its registered agent in the state of Iowa 

9 authorized to receive service of process. 

10 i. The business form of the seller, whether corporate, 

11 partnership, or otherwise. 

12 Sec. 6. NEW SECTION. CANCELLATION OF CONTRACT. The pur-

13 chaser has the right to cancel a contract with a seller for 

14 a business opportunity for any reason at any time within three 

15 business days of the date the purchaser signs the contract 

16 or the date the contract 

later. The notice of 

is accepted by the seller whichever 

the right to cancel, the seller's 

•
. 78 is 

obligation to provide the purchaser with cancellation forms, 

19 and the procedures to be followed when a contract is canceled 

20 shall be the same as the procedures in chapter 82 for door-

21 to-door sales. 

22 Sec. 7. NEW SECTION. REMEDIES. A person injured by a 

23 violation of this Act or by a seller's breach of contract 

24 is entitled to actual damages and reasonable attorneys' fees 

25 and may be awarded punitive damages when appropriate. 

26 Sec. 8. NEW SECTION. POWERS OF ADMINISTRATOR. 

27 1. If it appears to the administrator that a person has 

28 engaged, is engaging, or is about to engage in any act or 

29 practice constituting a violation of this Act or a rule or 

30 order adopted or issued under this Act, the administrator 

31 may issue an order directed at the person requiring the person 

32 to cease and desist from engaging in the act or practice. 

33 The person named in the order may, within fourteen days after 

~4 receipt of the order, file a written request for a hearing. 

35 The hearing shall be held in accordance with chapter 17A. 
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1 Any 

2 seller 

consent agreement between the administrator and the 

may be filed in the miscellaneous docket of the clerk 

3 of the district court. 

4 2. The administrator may impose a penalty not to exceed 

5 one thousand dollars per violation against a seller or person 

6 found to have violated this Act or a rule or order adopted 

7 under this Act. If a penalty imposed under this subsection 

8 remains unpaid, the district court shall enter judgment to 

9 enforce its collection. 

10 3. Judicial review of a decision of the administrator 

11 may be sought under chapter l7A. 

12 4. If it appears to the administrator that a person has 

13 engaged, is engaged, or is about to engage in any act or 

14 practice constituting a violation of this Act or of a rule 

15 or order adopted or issued under this Act the administrator 

16 may take either or both of the following actions: 

17 a. Notify the attorney general who shall bring an action 

18 1n the district court to enjoin the acts or practices 

19 constituting the violation and to enforce compliance with 

20 this Act or any rule or order adopted or issued pursuant to 

21 this Act. Upon a proper showing a permanent or temporary 

22 injunction shall be granted and a receiver or conservator 

23 may be appointed for the defendant or the defendant's assets. 

24 b. Sue on behalf of a purchaser to enforce the purchasers' 

25 rights. 

26 Sec. 9. ~EW SECTION. WAIVER OF RIGHTS. A waiver of this 

27 Act by a purchaser prior to Or at the time of sale is contrary 

28 to public policy and is void and unenforceable. An attempt 

29 by a seller to have a purchaser waive any rights given in 

30 this Act is a violation of this Act. 

31 Sec. 10. NEW SECTION. RULES. The a~~inistrator may adopt 

32 rules according to chapter 17A as necessary or appropriate 

33 for the protection of purchasers and to implement the purposes 

34 of this Act, including but not limited to rules governing 

35 registrations, applications, disclosure statements, and 
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reports. In adopting rules the administrator shall cooperate 

2 with agency administrators of other states and the federal 

3 trade commission to achieve uniformity in the form and content 

4 of registrations, applications and reports as practicable. 

5 Sec. 11. NEW SECTION. PENALTIES. 

6 1. A seller who fails to file a disclosure statement, 

7 pay a registration fee, and obtain an advertisement 

8 identification number as required under section 2 of this 

9 Act, or who fails to properly provide a disclosure statement 

10 as required in section 4 of this Act, is, upon conviction, 

11 guilty of an aggravated misdemeanor. 

12 2. A seller who willfully uses any device or scheme to 

13 defraud a person in connection with the advertisement, offer 

14 to sell or lease, sale, or lease of a business opportunity, 

15 or who willfully violates any other provision of this Act, 

16 except as provided in subsections 1 and 3, is, upon conviction, 

~78 9Ui3lt.Y of a fraudulent practice . 

. ~ A seller who violates a rule or order adopted or issued 

19 under this Act is, upon conviction, guilty of an aggravated 

20 misdemeanor. 

21 4. The administrator may refer available evidence concern-

22 ing a possible violation of this Act or of a rule or order 

23 issued under this Act to the attorney general. The attorney 

24 general, with or without such a referral, may institute appro-

25 priate criminal proceedings or may direct the case to the 

26 appropriate county attorney to institute appropriate criminal 

27 proceedings. 

28 

29 

30 

31 

32 

.~ 
35 
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SENATE AMENDME~T TO HOUSE FILE 816 
H-~965 

1 ",,,,e:od House File 816 as dc.1ended, passed and 
2 reprinted by the House, as follows: 
3 1, Page 1, li:oes 25 and 26, by 5t~iking t~e words 
4 ", expressly or by implication,". 
S 2. Page 3, line 2 L\, by striking the ,·-'Ords "is 
6 subject to" ancl i~se~ting in lieu t~ereof the words 
7 "offers or sells a package franchise or a product 
8 franchise as defined in". 
9 3. Page 3, 11:oe 26, by inserting after the nurr~er 

10 "436" the wo~ds "if such person does not ~ake any 
11 representations described in subsection 1, paragraph 
12 a, subparagraphs 2, 3 and 4". 
13 4. Page 4, line 22, by striking the word "the" 
14 and inserting in 1 ieu thereof the word "a". 
15 5. Page 4, line 23, by striking the number "5" 
16 and inserting in lieu thereof the number "4". 
17 6. Page 5, by striking lines 24 through 27 and 
18 inserting in lieu thereof the words "busi:oess in this 
19 state." 
20 7. Page 9, by inserting after line 8 the following: 
21 "4. In lieu of the disclosure required by 
22 subsection 3, paragraphs a, b, c, d, f, g, and h, 
23 the seller rna" file the disclosure documents authorized 
24 by the federal trade cOmr.1ission and in compliance 
25 with 16 C.P.R. 436 et seq." 

H-3965 FILED MAY 4, 1981 RECEIVED FROM THE SENATE 
~/~ ---c.... .... -<~ 5'/., IYI (t It, Yf) 
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HOUSE TILE 816 

AN ACT 

~rING THR OFFER AND SALE OF BUSINESS OPPORTUNITIES AND 
PROVIDING PENALTIES POR VIOLATIONS. 

BE IT ENACTED BY THE GENERAL ASSEKBL'f OF THE STATE OF IOWA: 

Section 1. NEW SECTION. DEFINITIONS. As used in this 
Act, unless the context otherwi.e requires: 

1. a. "BuBines8 opportunity" mean8 the 8ale or 1ea8e. 
offer for 8ale or lea8e, or adverti8ement for sale or lease 
of merchandise or 8erviceB at an initial investment exceeding 
five hundred dollars and when the purchase or lease is for 
the purpose of enabling the purcha.er to begin a busine .. 
to be operated by the purchaser. In addition, to conatitute 
a "business opportunity" under this Act. the seller muat make 
one or more of the following Claims. statements, or 
representationa, either orally or in writing, either prior 
to or at the time of aale: 

(1) That the Beller vill provide location •• aS8iet in 
finding locations, or offer the assistance of a third party 
to the purchaser in finding locations for the uee or operation 
of vending machines, racks, display caaea, or other similar 
devices for the promotion and sale of merchandise or 8ervices 
located on pramilee thAt are not owned or leased by either 
the purchaeer or the •• ller. 

(2) That the seller offera or viII offer a buy-back or 
secured inveatment for any or all goode produced. f&bricated. 
grown. bred. or modified by the purch.~er using in whole or 
in part. the merchandise or services sold or leased or offered 
for sale or lease to the purchaser by the seller. 

(3) That the seller guarantees that the purcha8er will. 
within one yeAr from the date of purchale. derive incoQe (rom 
the business opportunity which e~ceed8 the price paid for 
the busines8 opportunity. 

til " Bouse File 816, P. 2 

(4) That the seller promlses. guarantees, or repl'esents, 

either orally or in writinq. that the seller will refund all 
or part of the price paid by the purchaser for the business 

opportunity, or repurchaae any of the products, equipment, 
supplies, or peraonal property supplied by the seller, if 

the purchaser is dissatigiied with the busine •• opportunity. 
(5) That upon payment by the purchaser to the .eller, 

or a third party designated by the seller. of • fee or Bum 

"" 

of money wbich equala or .~ceed8 five bundred dollars. the 

purch.eer will receive a predeaiqned .ale8 or marketing prograa 
that will enable the purchaser to derive income (rom tbe 
businesa opportunity. ThiQ paragraph doe8 not apply to •• le 
of marketing service. by a marketing aervices provider or 
conaultant where the underlying buainee. i8 not being directly 
or indirectly purcha8ed from the marketing .ervices provid.r. 

b. "8u8inea8 opportWlitylt does not include any of the 
following: 

(1) A newapaper or mag4Zine di6tribution ayatem. 
(2) The eale of an ongoing business. An 009Oin9 busin ••• 

i8 ~ business that for at leaat eix ~ontbs prior to the •• 1e 
meeta all of the following qualifications: 

(a, Ue. been operated from a specific location. 
(b) 8a6 been open for bU8iness to the general public. 
(c) 8a8 substantially ~ll the equipment and 8upplies 

neceasary for operating the bualne88 at a specific location. 
The complete and total liquidation of buaine •• intereata ia 
a180 the 8ale of an ongoing busineas. 

(3) The la1e or leaae of A marketing program MAde in 
con;unction with the licenlinq of a f8der~11y registered 
trAdemark or aervicem&rk. 

(4) A contract or agreement that grants a retailer of 
merchandi8e or services the right to eell the merchandiae 
or ~ervice8 being purchased or leased within. or appurtenant 
to. an exiating retail busineas establishment operated by 
the purchaser. 

:z: :.. .. ... .. 
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(5) A transaction in which the sellel' or II person 
representing the seiler is licensed under, and the transaction 
is subject to, chapter 117. This Act doea not apply to a 
sales or lease transaction ~hen all or part of the business 
being sold or leased is the aeller's own real property located 
within Iowa. 

(6) A sales or leaae to an eXisting or be9inninq bU8inesa 
which also 8ells or 10a8e8 equipment, products, or supplies 
or performs services which are not aupplied by the aeller 
and which the purchaser does not use wit.h the equipment, 
products, supplies, or service a of the 8eller. 

(7) The renewal or extension of a business opportunity 
contract or agreement made under this Act or prior to the 
effective date of thia Act. 

(8) The sale of • contract in the ne;otiation and ratiCica­
tion of which all purchasers are represented by attorneys 
or certified public accountant. licensed to practice in this 

state, or by other businel8 consultants the administrator 
by rule finds qualified to provide independent and profes8ional 
advice to unsophisticated peraona con.iderinq entering into 
busine.s opportunity contract •• 

(9) Other uaneactiona that the administrator may exempt 
by rule. 

2. "Purchaser" means a peraon .... ho has purchaBed or leased. 
or 1a aolicited to purchase or lease a busineas opportunity. 

3. "Seller" means a peraon who advertise., aella, lea Bee , 
or offers for sale or leaae a buaine.s opportunity, or &n 

affiliate, agent, or repx8sentative of such person or an 
independent contractor ael1in; or lea8inq under contract with 
auch person except that ~8elleru doe8 not include a peraon 
.... ho of Cera or 8ells 8 packa;e franchise or a product franchise 
ae defined in and in compliance vith the federal trade 
coamu8sion rule on "franchidng and bUsineas opportunity 
ventures", 16 C.P.R. 436 if luch person does not make any 
representations described in subsection 1, paragraph a, 
subparagraphs 2, 3 and +. 
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4. "Sel"vices" O'ICan8 assistance, guidance, di.rection, work, 
lahar, or services provided by the seller or by a third party 
arranged by the 6eller to initiate or maintain the busineas 
opportWlity. "Service" includes sales and marketing programs, 
instrUctions. directions. or other information that assists 
the purchaser in operating the business opportunity. 

S. "Secured investment" means a representation, either 
oral or written, that implies that the purchaser's initial 
investment is protected from losa. 

6. "Buy-back" means a vritten or oral repreaentation that 
implies that the seller or a third party designated by the 

seller will purchAse all or part of the merchandise or ser­
vices provided to the purchaeer under the bueiness opportunity 
contract. 

7. "Initial investment" means the total amount a purchaser 
is obligated to pay under the terms of the bUsiness opportunity 
contract either prior to or at the time of delivery of the 
merchandise or services or ~ithin six months of the purchaser 
commencing operation of the buainess opportunity. Rovever. 
if payment is over a period of time, "initial inveat.mentU 

means the sum of the downpayment and the total monthly paymenta 
specified in the contract. 

a. "Adminiatrator1
' means the commiSSioner of inaurance 

or the deputy appointed under aection 502.601. 

9. "Person 1
' does not include government or governmental 

subdiviaions or agenc1ea. 
Sec. 2. NEW SECTION. REGISTRATION REQUIRED. 
1. Before placing an advertieement or makin; any other 

oral or written representation to offer, Bell or aolicit the 
sale of a business opportunity in this state, the _eller _hall 
file a copy of a disclosure statement required by section 
4 of this Act with the administrator. The aeller shall refile 
the statement at least annually and whenever a material change 
in the required information occurs. The list of officerB 
and principals shall be current within six months. If the 

,. 
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seller is requlred by section 3 of this Act to provide a bond 

or establish a trust account or guaranteed letter of credit. 

the seller shall (ile with the administrator the ori9inal 
bond. the original formal notification by the depository that 

the trust account is eatabliahed or the original guaranteed 
letter of credit. 

2. The administrator shall issue an a~vertj6ement 
identification number to the seller after reviewing the 
disclosure statement required by section 4 of this Act, And 
after determining that the aeller has complied with any 

requirements imposed under thie Act. A seller is not 
registered under this Act and ahall not advertise, offer for 
8a1e or lease, or sell or lease until the advertisement 
identification number is issued. If the administrator's 
review 1s not completed within thirty days of filing of the 
disclosure statement. a temporary identification number shall 
be issued and the applicant is considered registered until 
the review is co~leted. 

3. The seller shall disclose the advertising identification 
number to each person with whom the seller places advertising 
and the number shall be included in all advertisements. 

4. The seller shall pay a two hundred dollar filing fee 
with the initial disclosure statement filed under subsection 
1. A twenty-five dollar fee shall be charged for each 
amendment. The administrator shall by rule periodically 
revise these (ees to insure that they defray the costs of 
administration of this Act. 

Sec. 3. NEW SECTION. BOND. TRUST ACCOUNT OR GUARANTEED 
LETTER OF CREnI T. 

1. The administrator may adopt rules requiring sellers 
to either obtain a surety bond or guaranteed letter of credit 
or to eetablish a trust account before the seller may do 
business in this state. 

2. The bond, trust account, or guaranteed letter of credit 
shall be by a cOQpany licensed to do business in Iowa, in 

fill tI 
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favor of the st.ate of Iowa CO!' the benefit of any person who 

is damaged by a violation of this Act or by the seller's 
breach of a contract subject to this Act or of an obli;ation 
arisin; from a contract subject to this Act or by a violation 
of section 714.16. 

3. The amount of the bOM. trust account, or quaranteed 
letter of credit shall be determined by the administrator 
baaed upon guidelines which the adminiatrator ahall eatablish 
by rule. In determining the amount, the ac!miniatrator shall 
conaider the (inancial Condition of the business, the period 
of time the business has operated in the Btate. and the 

existence of capital or real property investment in the atate. 
4. Any person claiminq aqairult tbe bond. truat account, 

or guaranteed letter of credit may maintain an action at la. 
against the seller and the surety. trustee or depOSitory 
institution, except that the Burety. trustee or depoaitory 
institution ia liable only for actual damages and not for 
punitive damaqes pel'1llitted under section 1 of tili8 Act. Tbe 
agqreqate 11 abili ty of the aurety or trustee to all persona 
dama;ed by a Beller's violation of this Act shall not exceed 
the amount of the bond, trust account, or guaranteed letter 
of' credit. 

Sec. 4. NBW SBCTION. DISCLO&URI STATEMENT. 

1. The 8eller ahall provide a proapective purch •• er with 
a written document a8 required by thi. section either durinq 
the first pereonal contact between the purcha.er and the 
.eller or at least ten business day. before the purchaser 
8iqns a bueine.a opportunity contract or paya any conaideration 
to the seller, whichever occurs firat. First peraooal contact 
does not include general informational activity In a public 
Betting where a specific busina8a relationship i8 not 
discu8sed. ~ 

2. The cover aheet of the disclosure document shall include ~ 
the ~ords DISCLOSURE REQUIRED BY IOWA LAW in boldface capital CD -." letters. Under the title shall appear the 1>t4te.ment: "The 
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state of Io .... a has not reviewed and does not a.ppt"ove. reco!lUllend. 
endorse. or sponsor any bUsiness opportunity. The information 
contained in this disclo6ure has not been checked by the 
state. If you have any questions about this purchase, see 
an attorney or other financial advisor before you sign a 
cont.ract or agreement." The cover sheet shall include only 
the title and the statement required by this section. 

3. The disclosure document ahall contain the following 
infomat.ion: 

a. The complete name and address of the seller, all other 
names under which the seller i8 doing or intends to do 
bUsiness. the names under which the seller haa done business 
in the past, and the names and addreases of all parent or 
affiliated companies that .... ill engage in business transactions 
with the purchaser or who take responaibility for statements 
made by the seller. If the seller is a corporation, the 
document shall include the state where the articles of 
incorporation are filed. tha da.te of incorporation. and the 
name and address of the registered agent. 

b. The names. addresseB. and titles of the sellerls of­
ficers. directors, and other persons charqed with the 
responsibility for the seller's business activities relating 
to the sale of business opportunities. 

c. Current samples of all contracts and other documents 
used in the sale or lease of the business opportunity. 

d. A copy of the most recent financial statement of the 
seller ..... hich shall not be more than one hundred twenty days 
old, updated to reflect material chanqes in the sellerls 
financial condition. 

e. Either of the following statements as applicable: 
(1) "As required by Iowa law, the seller haa lecured a 

bond issued by (name and addres5 of surety) ............... . 
........................ , a surety company authorized to do 
bUsiness in this state. Sefore Signing a contract to pur­
chase this business opportunity, you shOUld confirm the bond's 
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fi.tatus with the surety com.pany." 
(2) "As required by lO\ia law, the seller haa established 

a trust account or quaranteed letter of credit .•.•..•...... 
(no. of acct.) ................... ". with (name and address 
of bank or savings inst.) .......•........ '" Before signing 
a contract to purchase this business opportunity, you should 
confirm with the bank or savings institution the current 
status of the trust account or guaranteed letter of credit.v 

f. If earnings claims are made. the seller must di.close 
all of the (ollowing: 

(1) ne number and percentage the number represents of 
the total number of purchasers .... ho form the basiB for the 
income or earning potential representation. 

(2) The number of purchasers known to the seller to have 
made at lea8t the Same sales. income or profit8 4S those 
represented. 

(3) The total number of purchasen known to the 8eller 
to have failed in the business opportunity. 

g. The business experience during the past five year •• 
stated individually, of each person named in subsection 3. 
paraqraph b. Bach person's prinCipal occupations and employer& 
must be included. 

h. A statement disclosing whether the seller or any person 
named in subsection 3, paragraph b: 

(1) Baa during the most recent seven-year period been 
held liable in a civil action by final judgment. convicted 
of a felony or plead nolo contendere to a felony Charge if 
the felony or civil action involved fraud, embezzlement. 
fraudulent conversion or mi6appropriation of property. 

(2) Is subject to any currently effective state or federal 
injunctive or restrictive order, or is party to a proceadinq 
currently pending in .... hich &uch &n order i8 Bought. relating 
to or affecting bUSiness opportunity actiVities or the bU6iness 
opportunity seller-purchaser relationship or involving fraud. 

(3) Has duriug the most recent seven-year period filed 
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bankruptcy or has been associated as a director or officer 

of any company that. has filed bankruptcy or reocqan17.atlon 

proceedings. 

(4) Has been a party to any cause of action brought by 

purchasers against the vendor of a business opportunity during 

the most recent seven-year period which resulted in an out­
of-court settlement or a judqment against the vendor, or is 

presently a party to any cause of action brought by a purchAser 
against 6uch a vendor. 

The statement shall Bet forth the identity and location 
of the court, date of conviction or jud~ent. and penalty 
imposed or damages assessed. and the date. nature, and issuer 
of each the ordor or ruling. 

~. Such other info~ation as the administrator requires. 
4. In lieu of the disclosure required by sub8ection 3. 

paragraphs a, b, c. d, f. g. and h, the seller ~ay file the 

diacloBure documents authorized by the Cederal trade commission 
and in compliance with 16 C.F.R. 436 et seq. 

Sec. 5. NEW SECTION. CONTRACTS. 

1. A contract ior the sale or lea8e by a seller of a 
business opportunity in this state shall be in writing and 
is subject to this Act and section 714.16. A copy of the 
contract and all other documents the seller requires the 
purcnaser to sign sh.ll be given to the purchaser at least 
ten business days prior to the time the purcha8er signa the 
contract and signed copies ahall be provided to the purchaser 
At the timo the contract and documents are 8igned. 

2. A contract by a seller for the 8ale or lease of a 
business opportunity shall set forth all of the following: 

a. The terms and condi tiona of payment, includinq the 

total financial obligation of the purchaser to the aeller. 
b. A full and detailed listing and description of the 

acta and services that the seller viII perform or deliver 
to the purchaser. 

e -
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c. A detailed listing of merchandise or services ~~ pur­
chaser will receive. 

d. The delivery date or, when the contract provides Cor 
a ataqgered delivery of items to the purchaaer, the approxi­
~ate delivery dates of ~erchandi8e or 8ervices the 8eller 
will deliver to the purchaser to enable the purchaser to beqin 
or maintain the business and the 8pecif'ic location where the 

merchandiae or services viII be delivered or provided. 
e. A complete description of the nature of any guarantee, 

buy-back. or secured investment, if the 8eller haa represented 
or prOmised orally or in ~ritinq when adverti8ing, 8elling, 
leasing. soliciting. or offering the business opportunity 
that there ia a guarantee. buy-back, or aecured iove8tmeot. 

f. A 8tatement that accurately statea the puzeha&er's 
right to void. the contract under the circumstances and in 
the manner 8et forth in section 6 of thia Act. 

9· The cancellation atatement appearing in Bection 82.2. 

h. The 8eller'e principal buaine88 Addee •• and the n ... 
and the addre •• of ita regietered agent in the &tate of Iowa 
authorized to receive aervice of process. 

i. The busine •• form of the 6eller, whether corporate. 
partnership, or otherwise. 

Sec. 6. N8W SBC"l'IOH. CANCELLATION OF CONTRACT. The pur-
chaser has the right to cancel a contract with. seller for 
• busine •• opportunity for any reason at any time within three 
bU8ineBa days of the date the purchaser aiqna the contrAct 
or the date the contract is accepted by the Beller whichever 
is later. The notice of the right to cancel, the aeller'a 
obliqation to provide the purchaser vith cancellation fo~, 
and the procedures to be followed when a con~.ct i. canceled 
shall be the saae .a the procedure a in chapter 82 Cor door­
to-d.oor ealee. 

Sec. 7. NEW SECTION. REMEDIES. A per80n injured by • 
violation of this Act or by a 8eller's breach of contract 
i8 entitled to Actual damaqes and reasonable attorneys' fee • 
and may be awarded punitive damages when appropriate. 

% 
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Sec. 9. NEW SEC'IION. POWERS OF ADMINISTRATOR. 

1. If it appeara to the adminiatrator that a person has 
engaged, 1a engaging. or is about to engage in any act or 
practice conatituting a violation of this Act or a rule or 
order adopted or issued under this Act, the admdnistrator 
may issue an order directed at the pereon requiring the peraon 
to cease and dea1at from engaging in the act or practice. 
The person named in the order may. within fourteen daye after 
receipt of the order. file a written request for a b.8Aring. 
The hearing ahall be held in accordance with chapter 17A. 

Any consent Agreement between the administrator and the 
seller may be filed in the miBcellaneou8 docket of the clerk 
of the di8trict court. 

2. Ibe administrator ~ay impose a penalty not to exceed 
One thousand dollAr. per violation againat a soller or person 
found to have violated this Act or a rule or order adopted 
under this Act. If a penalty imposed under this sub8ection 
remains unpaid. the district court sball enter judgment to 

enforce ita collection. 
3. Judicial review of a decision of the administrator 

may be eouqbt under chapter 17A. 
4. If it appears to the administrator that a person has 

enqaged. is engaged, or is about to en9age in any act or 
practice constituting a violation of this Act or of a rule 
or order adopted or issued under this Act the administrator 
may take either or both of the following action.: 

a. Notify the attorney general who sball bring an action 
1n the district court to enjoin the acta or practice. 
constituting the violation and to enlorce compliance with 
this Act or any rule or order adopted or issued pursuant to 
this Act. O'pon a proper showing a permAnent or temporary 
injunction ahall be granted and A receiVer or coneervator 
may be appointed for the defendlUlt or the defendant's uBets. 

b. Sue on behalf of • purchaaer to enforce the purchasers' 
rights. 

e 
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Sec. 9. NEW SECTION. WAIVER OF RrGHTS. A waiver of this 

Act by a purchaser prior to or at the ti~e of Bale is contrary 
to public policy and ie void and unenforceable. An attempt 
by a seller to have a purchaser waiVe any rights given in 

thia Act. thia Act is a violation oC 

Sec. 10. NEW SBCTION. RULES. The a4ltinilt.rator may adopt 
rule. according to chapter 17A as necee.ary or appropriate 
Cor the prote<:tion of purcbaaera and to implement the purpolea 
of this Act, including but Dot limited to rule. qovernin9 
ragiatratione, applications, dieclosure .t&tementa, and 

reports. In adopting rules the acbUnietrator aball cooperate 
witll agency adlliniatratore of other states and the federal 
trade cOllllU.a.ion to achieve unifonu.ty in the font and content 
of regiatrationa, applicationa and reporta aa practicable. 

Sec. 11. NEW SEc"UOM. PBMALTIBS. 

1. A aeller who faile to file a d1ecloeu.re statement. 
pay a regi.tration fee, and obtain an aclvertiluent 
identification numb", as required under .ection 2 of thi. 

Act, or who faile to properly provide a diaclosure stateaent 
a8 required in section 4 of tb1a Act, ia, upon conviction, 
gull ty of an a~gravated ai.deeeanor. 

2. A seller who willfully U8ee any device or .cheme to 
defraud a parson in connection with the a~ert1.eaentt offer 
to .ell or leas ••• ale, or leaae of a buaine •• opportunity, 
or who willfully violatea any other proviaion of this Act, 
except .. provided in a\lbaectione 1 and 3, ii, upon conviction, 
guilty of a fraudulent practice. 

.3. A seller who Violate. a rule or order adopted or i •• uect 

under this Act ie. upon conViction, guilty of an aggravated 
aie demeanor. 

4. The admini8trator lIay refer available evidence conc.rn­
ing a poa.ible violation of thie Act or of a rule or order 
isaued under this Act to the attorney general. The attornay 
general, wi th or without such a referral. may inati tute appro­
priAte criminal proceedin!p or .ay direct the cue to the 

-
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appropriate county attorney to institute appropriate criminal 

proceedings. 
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