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A BILL FOR 

Act relating to entities and subject matter under the 

regulatory authority of the regulated industries unit of the 

insurance division, including business opportunities, 

cemeteries, and cemetery merchandise, motor vehicle service 

contracts, preneed funeral merchandise and services, and 

residential service contracts, providing for fees, and 

establishing penalties. 
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SENATE FILE 2316 
S-5061 

1 ~~end Senate File 2316 as follows: _ 
2 1. Page 2, line s, by inserting after the word 
3 "states'' the following: "the dates that coverage 
4 starts and ends and". 
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1 Section l. Section 3211.3, subsection 2, Code 1997, is 

2 amended to read as follows: 

3 2. In addition to any other required filings, a true and 

4 correct copy of the service contract and the provider's 

s reimbursement insurance policy, the consent to service of 

6 process on the co~~issioner, and such other information as the 

7 commissioner requires, shall be filed annually no later than 

8 the first day of August. If the first day of August falls on 

9 a weekend or a holiday, the date for filing shall be the next 

10 business day. In addition to the annual filing, the provider 

ll shall promptly file cooies of any amended documents, if 

12 material amendments have been made in the materials on file 

13 with the division. If an annual filing is made after the 

14 first of August and sales have occurred during the period when 

1S the provider was in noncompliance with this section, the 

16 division shall assess an additional filing fee that is two 

17 times the amount normally required for an annual filing. A 

18 fee shall not be charged for interim filings made to keep the 

19 materials filed with the division current and accurate. The 

20 annual filing shall be accompanied by a filing fee determined 

21 by the commissioner which shall be sufficient to defray the 

22 costs of administering this chapter. 

23 Sec. 2. Section 3211.4, Code 1997, is amended to read as 

24 follows: 

25 3211.4 DISCLOSURE TO PROVIDER. 

26 1. A motor vehicle service contract reimbursement 

27 insurance policy shall not be issued, sold, or offered for 

28 sale in this state unless the reimbursement insurance policy 

29 conspicuously states that the issuer of the policy shall pay 

30 on behalf of the provider all sums which the provider is 

31 legally obligated to pay for failure to perform according to 

32 the provider's contractual obligations under the motor vehicle 

33 service contracts issued or sold by the provider. 

34 2. The provider shall comply with chapter SSSA with 

35 respect to all contracts that are subject to regulation under 
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l this chapter. A failure to comply is subject to the remedies 

2 and penalties provided in that chapter. 

3 Sec. 3. Section 321I.5, subsection 2, paragraph f, Code 

4 1997, is amended to read as follows: 

5 f. Clearly and conspicuously states the existence, terms, 

6 and conditions of a deductible amount, if any. 

7 Sec. 4. Section 321!.6, Code 1997, is amended to read as 

8 follows: 

9 321I.6 COMMISSIONER MAY PROHIBIT CERTAIN SALES--

10 INJUNCTION. 

ll The commissioner shall,-apon-giving-a-ten-day-notiee-to-a 

12 moto~-vehie~e-~e~viee-eont~aet-p~ovider, issue an order 

13 instructing the provider to cease and desist from selling or 

14 offering for sale motor vehicle service contracts if the 

15 commissioner determines that the provider has failed to comply 

16 with a provision of this chapter. Upon the failure of a motor 

17 vehicle service contract provider to obey a cease and desist 

18 order issued by the commissioner, the commissioner may give 

19 notice in writing of the failure to the attorney general, who 

20 shall immediately commence an action against the provider to 

21 enjoin the provider from selling or offering for sale motor 

22 vehicle service contracts until the provider complies with the 

23 provisions of this chapter and the district court may issue 

24 the injunction. 

25 Sec. 5. Section 321I.ll, subsection 1, paragraph g, Code 

26 1997, is amended to read as follows: 

27 g. A motor vehicle service contract provider shall not 

28 make, publish, disseminate, circulate, or place before the 

29 public, or 

30 published, 

31 public in a 

cause, directly or indirectly, to be made, 

disseminated, circulated, or placed before the 

newspaper, magazine, or other publication, or in 

a notice, circular, pamphlet, letter, or poster, 

33 or over a radio or television station, or in any other way, an 

34 advertisement, announcement, or statement containing an 

32 the form of 

35 assertion, representation, or statement with respect to the 
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1 motor vehicle serv.ce contract industry or with respect to a 

2 motor vehicle scrv.ce co~tract provider which is untrue, 

3 deceptive, or misleading. Ic is deceptive or misleading to 

4 use a•lY cumbinatio'' of words, symbols, O! physical materials 

5 which by their content, phraseology, shape, color, or other 

6 characteristics are so similar to a combination of words, 

7 symbols, or physical materials used by a manufacturer or of 

8 such a nature that the use would tend to mislead a person into 

9 believing that the so~icitation is in some manner connected 

10 with the manufacturer, unless actually authorized or issued by 

11 ~he manufacturer. 

12 Sec. 6. Section 3211.12, subsection l, paragraph a, Code 

13 1997, is amended by adding the following new subparagraph: 

14 NEW SUBPARAGRAPH. (4) Copies of all materials relating to 

15 claims which have been denied. 

16 Sec. 7. Section 523A.l, subsection l, unnumbered paragraph 

17 4, Code 1997, is amended to read as follows: 

18 This section does not apply to payments for merchandise de

i9 livered to the purchaser. Exeept-for-easkets-a~e-ot~er-types 

20 ot-~~~er-btt~iat-eo~ts~ners-or-eonerete-bur±ai-vauits-soi~ 

21 after-d~iy-i 7 -t995,-de~±wery Delivery includes storage in a 

22 warehouse under-t~e-eontrot-of-the-seiier-or-any-other 

23 warehouse or storage facility approved by the commissioner 

24 when-a-reeeipt-of-Owfiersh±p-±n-the-name-of-the-p~rehaser-is 

25 det~Yered-to-the-purehaser,-the-merehandise-is-~nsured-aga±nst 

26 toss,-the-merehand±se-~s-?roteeted-agai~st-damage,-t±t±e-has 

27 been-transfe~red-to-the-purehaser7 -tne-merehandise-is 

28 appropriateiy-icientified-and-deseribed-iM-a-ma~ner-t~at-it-ean 

£9 be-distingoished-from-other-simiiar-±teMs-ef-merehanclise,-the 

10 method-of-storage-a±±ew5-for-~isna±-a~dits-of-the-me~ehandise, 

31 a~d-the-enntlai-reporting-~e~nire~ents-~f-see~io~-5r3A.r, 

32 ~nb~eetion-t,-a~e-sati~fied. Concrete burial vaulcs and 

33 caskets sold after July 1, 1995, snall not be delivered in 

34 }ieu of truscinq. The commissioner may prohibit delivery in 

35 lieu of trusting with fegard to additional types of inner 
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1 burial containers and merchandise or establish stan~ards for 

2 the aporoval of storage facil1ties, pur~uant to rules adopted 

3 for that purpose. 

4 Sec. 8. Section 523A.5, subsection 2, Code 1997, is 

5 amended by adding the following new paragraphs: 

6 NEW PARAGRAPH. d. "Human remains" means the body of a 

7 deceased individual that is in any stage of decomposition or 

8 has been cremated. 

9 NEW PARAGRAPH. e. "Inner burial contaiaer" means a 

10 container in which human remains are placed for burial or 

ll entombment and, if only one container is used for purposes of 

12 burial or entombment, includes a container designed to serve 

13 the same function as merchandise commonly known as burial 

14 vaults, urn vaults, grave boxes, grave liners, and lawn 

15 crypts. 

16 Sec. 9. Section 523A.8, subsection 1, paragraph j, Code 

17 1997, is amended to read as follows: 

18 J· Include an explanation of regulatory oversight by the 

19 insurance division in twelve point bold type, in substantially 

20 the following language: 

21 THIS CONTRACT MHS~-BE-REP8R~EB-~8-~HE-f8WA-tNSHRANeE 

22 BfVfSf8N-B¥-~HE-PfRS~-BA¥-8P-MAR€H-8P-~HE-P6bb8WfN6-¥EAR IS 

23 SUBJECT TO RULES ADMINISTERED BY THE IOWA INSURANCE DIVISION. 

24 YOU MAY CALL THE INSURANCE DIVISION AT (INSERT TELEPHONE 

25 NUMBER) ~8-€8NPfRM-~HA~-¥8HR-€8N~RAe~-HAS-BEEN-REP8R~EB. 

26 WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO THE 

27 FOLLOWING ADDRESS: f8WA-SE€8Rt'PtES-BHREAHT (INSERT ADDRESS). 

28 Sec. 10. Section 523A.l4, Code 1997, is amended to read as 

29 follows: 

30 523A.l4 INJUNCTIONS. 

31 The attorney general or the commissioner may apply to the 

32 district court in any county of the state for a:1 injunction to 

33 restrain a person subject to this chapter and any agents, 

34 employees, or associates of the person from engaging in 

35 conduct or practices deemed contrary to the public interest. 
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l In any proceeding for an inJunction, the attorney general or 

2 the commissioner may apply to the court for the issuance of a 

3 subpoena to require the appearance of a defendant and the 

4 defendant's agents and any documents, books, and records 

5 germane to the hearing upon the petition for an .injunction. 

6 Upon proof of any of the offenses described in the petition 

7 for injunction the court may grant the injunction. The 

8 attorney general or the commissioner shall not be required to 

9 post a bond. 

10 Sec. 11. Sect ion 

ll unnumbered paragraph 

12 follows: 

5238.1, 

1, Code 

subsection 3, paragraph a, 

1997, is amended to read as 

13 "Business opportunity" means a contract or agreement, 

14 between a seller a~d purchaser, express or implied, orally or 

15 in writing, at-an-init~al-investment-exeeedi~g-five-h~ncired 

16 dol±~rs; where the parties agree that the seller or a person 

17 recommended by the seller is to provide to the purchaser any 

18 products, equipment, supplies, matP.rials, or services for the 

i9 purpose of enabling the purchaser to start a business, and the 

20 seller represents, directly or indirectly, orally or in 

21 writing, any of the following: 

22 Sec. 12. Section 523B.l, subsection 3, paragraph b, Code 

23 1997, is amended by striking the paragraph. 

24 Sec. 13. Section S23B.2, subsection 4, Code 1997, is 

25 amended to read as follows: 

26 4. EFFECTIVE DATE. A registration automatically becomes 

27 effective upon the expiration of the tefi~h fifteenth full 

28 business day after the complete filing :s received by the 

29 administra~or, provided that no order has been issued or 

30 proceeding is pending under subsection ~0. The administrator 

31 may by order waive or reduce the time period prior to 

32 effectiveness, provided that a complete filing has been made. 

33 The administrator may by order defer the effective date until 

34 the expiratio~ of the teftth fifteenth full business day after 

35 the filing of an amendment with th2 administrator. 
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i Sec. 14. Section 523B.2, subsection 8, paragraph c, 

2 subparagraph (13), Code 1997, is amended to read as follows: 

3 (13} The business opportunity seller that ±~-reqtt~red-to 

4 seettre ~ecures a bond pursuant to ~eet~on-5i3B.4 subsection 10 

5 shall include in the disclosure document the following 

6 statement: ''As required by the state of Iowa, the seller has 

1 secured a bond issued by [insert name and address of surety 

8 company), a surety company, authorized to do 0usiness in this 

9 state. Before signing a contract or agreement to purchase 

10 this business opportunity, you should check with the surety 

11 company to determine the bond's current status." 

12 Sec. 15. Section 523B.2, subsection 10, paragraph a, Code 

13 1997, is amended by adding the following new subparagraph: 

14 NEW SUBPARAGRAPH. (9) The seller does not have a minimum 

15 net worth of twenty-five thousand dollars, as determined in 

16 accordance with generally accepted accounting principles. A 

17 seller may submit a surety bond in lieu of the net worth 

18 requirement. The administrator may by rule or order increase 

19 the amount of the net worth or bond for the protection of 

20 purchasers and may require the seller to file reports of all 

21 sales in this state to determine the appropriate amount of the 

22 net worth requirement. The surety bond shall be for the 

23 period of the registration, issued by a surety company 

24 authorized to do business in this state and for the benefit of 

25 any purchaser. 

26 Sec. 16. Section 5238.3, subsection l, Code 1997, 1s 

27 amended to read as follows: 

28 

29 

30 

31 

32 

3J 

34 

35 

l. P¥PES-9P EXEMPTIONS. The following business 

opportunities are exempt from the requirements of section 

5238.2: 

a. The offer or sale of a business opportunity if the 

purchaser is a bank, savings and loan association, trust 

company, insurance company, credit union, or investment 

company as defined by the federal Investment Company Act of 

1940, a pension or profit-sharing trust, or other financial 
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l institution or institutional buyer, or a des~e~ broker-dealer 

2 registered pursuanl to chapter ~02, whether Lhe purchaser is 

3 acting for itself or in a fiduciary capacity. 

4 b. An offer or sale of a business opportunity to an 

~ ongoing business where the seller will provide products, 

6 equipment, supplies, or services which are substantially 

1 similar to the products, equipment, supplies, or services sold 

8 by the purchaser in connection with the purchaser's ongoing 

9 business. 

10 c. An offer or sale of 

ll initial investment is iess 

a business opportunity where 

than five hundred dollars. 

the 

12 d. An offer 

13 seller which is 

or sale of an ongoing business operated by the 

to be sold 1n its entirety. 

14 e. An offer or sale of a business opportunity by an 

15 executor, administrator, sheriff, receiver, trustee in 

16 bankruptcy, guardian, or conservator, or a judicial offer or 

17 sale of a business opportunity. 

18 b. f. The offer or sale of a business opportunity which 1s 

19 defined as a franchise under section 523B.l, subsection 4, 

20 provided that the seller delivers to each purchaser at the 

21 earlier of the first personal meeting between the seller and 

22 the purchaser, or ten business days prior to the earlier of 

23 the execution by a purchaser of a contract or agreement 

24 imposing a binding legal obligation on the purchaser or the 

25 payment by a purchaser of any consideration in connection with 

26 the offer or sale of the business opportunity, one of the 

27 following disclosure documents: 

28 (l) A uniform franchise-offering circular prepared in 

29 accordance with the guidelines adopted by the North American 

30 securities administrators association, inc., as amended 

31 through September 21, 1983. 

32 (2) A disclosure document prepared pursuant to the federal 

33 trade commission rule entitled "Disclosure requirements and 

34 prohibitions concerning franchising and business opportunity 

35 ventures", 16 C.F.R. § 436 (1979). 
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l For the purposes of this paragraph, a personal meeting 

7. means a face-to-face meeting between the purchaser and the 

3 seller or their representatives, which is held for the purpose 

1 of discussing the offer or sale of a business opportunity. 

s The administrator may by rule adopt any amendment to the 

6 uniform franchise-offering circular that has been adopted by 

7 the North American securities administrators association, 

8 1nc., or any amendment to the disclosure docu~ent prepared 

9 pursuant to the federal trade comm1sslon rule entitled 

10 ''Disclosure requirements and prohibitions concerning 

ll franchising and business opportunity ventures", 16 C.F.R. § 

12 436 (1979), that has been adopted by the federal trade 

13 commission. 

14 

lS 

16 

17 

18 

19 

20 

2l 

22 

e~--~~e-offe~-o~-seie-of-e-~~s~ness-o~po~t~nity-for-w~ie~ 

tne-eas~-payment-maee-~y-a-~~~e~ase~-does-not-exeeed-f~~e 

~~nd~ed-do±±ars-ane-t~e-payment-~s-made-fo~-the-not-Eo~-p~ofit 

sale-of-saies-eemonst~et±on-eq~i~ment,-material:,-or-sampies, 

or-the-payment-~s-maee-for-~~od~et-inventory-so±d-to-t~e 

p~~e~aser-at-a-eona-fiee-w~ol:esal:e-~~iee~ 

g. An offer or sale of a business opportunity which 

involves a marketing plan made in conjunction with the 

licensing of a federally registered trademark or federally 

23 registered service mark provided that the seller has a minimum 

24 net worth of one million dollars as determined on the basis of 

2S the seller's most recent audited financial statement prepared 

26 within thirteen months of the first offer in this state. Net 

27 worth may be determined on a consolidated basis if the seller 

28 is at least eighty percent owned by one person and that person 

29 expressly guarantees the obligations of the seller with regard 

30 to the offer or sale of a business opportunity claimed to be 

31 exempt under this paragraph. 

32 d~ The offer or sale of a business opportunity which the 

33 administrator exempts by order or a class of business oppor-

34 tunities which the administrator exempts by rule upon the 

35 fir.ding that the exemption would not be contrary to public 
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l interest and that registration would not be necessary or ap-

2 propriate for the protection of purchasers. 

J Sec. 17. Section 5238.3, subsection 2, paragraph a, Code 

4 1997, is amended to read as follows: 

5 a. ~he If the public interest of the protection of 

6 purchasers so requires, the administrator may by order deny or 

I revoke an exemption specified in this section with respect to 

8 a particular offering of one or more business opportunities. 

9 An order shall not be entered without appropriate prior notice 

10 to all interested parties, opportunity for hearing, and 

11 written findings of fact and conclusions of law. 

12 Sec. 18. Section 5238.7, subsection l, paragraph a, Code 

13 1991, is amended to read as follows: 

!4 a. A person who violates ~eetion-5i3B~4-or section 5238.2, 

15 subsection l, 8, or 9, is liable to the purchaser in an action 

16 for rescission of the agreement, or for recovery of all money 

17 or other valuable consideration paid for the business 

18 opportunity, and for actual damages together with interest as 

19 determined pursuant to section 668.13 from the date of sale, 

20 reasonable attorney's fee~, and court costs. 

21 Sec. 19. Section 5238.8, subsection 4, Code 1997, is 

22 amended to read as follows: 

23 4. a. If it appears to the administrator that a person 

24 has engaged, is engaged, or is about to engage in any act or 

25 practice constituting a violation of this chapter, or of a 

26 rule or order adopted or issued under this chapcer, the 

27 administrator may te~e-either-or-both-o~-the-fotlow±ng 

28 aet±on~~ 

29 a~--Not±fy-the-e~torney-generel-who-~hatl bring an action 

30 in the district court to enjoin the acts or practices 

31 constitut1ng the violacion and to enforce compliance with this 

32 chapter or any rule or order adopted or issued pursuant LO 

33 this chapter. Upon a proper showing a permanent or temporary 

34 injunction shall be granted and a receiver or conservator may 

35 be appointed for the defendant or the defendant's assets. 
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l b-:---8!"~1'19-an-aeH:on-~n-distr~et-eotn•'e-:- Upon proper showing 

2 by the administrator, the court may enter an order of 

J rescission, restitution, or disgorgement, as well as 

4 prejudgment and postjudgment interest, directed at any person 

5 who has engaged in an act constituting a violation of this 

6 chapter. 

7 b. The administrator, 1n bringing an action under 

8 paragraph "a", shall not be required to post bond. 

9 Sec. 20. Section 523B.ll, subsection l, Code 1997, lS 

10 amended to read as follows: 

11 l. A seller who willfully violates seetion-5~38.4, section 

12 5238.2, subsection 1, 8, or 9, or section 5238.12, subsection 

13 2, who willfully violates a rule under this chapter, who 

14 willfully violates an order of which the person has notice, or 

15 who violates section 5238.12, subsection l, knowing that the 

16 statement made was false or misleading in any material 

17 respect, upon conviction, is guilty of a class "D" felony. 

18 Each of the acts specified constitutes a separate offense and 

19 a prosecution or conviction for any one of such offenses does 

20 not bar prosecution or conviction for any other offense. 

21 Sec. 21. Section 5238.12, Code 1997, is amended by adding 

72 the following new subsection: 

23 NEW SUBSECTION. 4. MISREPRESENTATIONS, OMISSIONS, AND 

24 MISLEADING CONDUCT. It is unlawful for a business opportunity 

25 seller to do any of the following: 

26 a. 

27 known 

b. ?8 

Misrepresent, by failure to disclose or otherwise, the 

required total Investment for such business opportunity. 

Misrepresent or fail to disclose efforts to sell or 

29 

30 

31 

32 

33 

34 

35 

establish more business opportunities than it is reasonable to 

expect the market or market area for the particular business 

opportunity to sustain. 

c. Misrepresent the quantity or the quality of the 

products to be sold or distributed through the business 

opportunity. 

d. Misrepresent the t·aining and management assistance 

-10-
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1 available to the business opportunity purchaser. 

2 e. Misrepresent the amount of profits, net or gross, which 

3 the business opportunity purchaser can expect from the 

4 operation of the business opportunity. 

~ f. Misrepresent, by failure to disclose oc otherwise, the 

6 termination, transfer, or renewal provision of a business 

7 opportunity agreement. 

8 g. Falsely claim or imply that a primary marketer or 

9 trademark of products or services sponsors or participates 

10 directly or indirectly in the business opportunity. 

ll h. Assign a so-called exclusive territory encompassing the 

12 same area to more than one business opportunity purchaser. 

13 1. Provide vending locations for which written 

14 authorizations have not been granted by the property owners or 

15 lessees. 

16 J· Provide merchandise, machines, or displays of a brand 

17 or kind substantially different from or inferior to those 

18 promised by the business opportunity seJ.ler. 

19 k. Pail to provide the purchaser a written contract. 

20 l. Misrepresent the ability of a person or entity 

21 providing services to provide locations or assist the 

22 purchaser in finding locations expected to have a positive 

23 impact on the success of the business opportunity. 

24 m. Misrepresent or omit to state a material fact or create 

25 a false or misleading impression in the sale of a business 

26 opportunity. 

27 Sec. 22. Section 523C.7, Code 1997, is amended by adding 

28 the following new subsection: 

29 NEW SUBSECTION. 5. A residential service contract shall 

30 comply with chapter 555A. A failure to comply is subject to 

31 the remedies and penalties provided in that chapter. 

32 Sec. 23. Section 523E.8, subsection l, paragraph J, Code 

33 1997, is amended to read as follows: 

34 J· Include an explanation of regulatory oversight by the 

3~ insurance division in twelve point bold type, in substantially 

-11-
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the following language: 

2 THIS CONTRACT MHS~-BE-REP8R~E9-~8-~HB-f8WA-fNSHRANEB 

3 BfYf5f8N-B¥-~HB-PfRS~-BA¥-6P-MAR€H-6P-~HB-F8bb8W!NG-¥EAR IS 

4 SUBJECT TO REGULATIONS ADMINISTERED BY THE IOWA INSURANCE 

5 DIVISION. YOU MAY CALL THE INSURANCE DIVISION AT (INSERT 

6 TELEPHONE NUMBER) ~8-€6NPfRM-~HA~-¥8HR-€8N~RA€~-HAS-BEEN 

7 REP6RP£B. WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO 

8 THE FOLLOWING ADDRESS: !6WA-SEEHR!P!ES-BHREA~ (INSERT 

9 ADDRESS). 

10 Sec. 24. Section 523E.l4, Code 1997, is amended to read as 

11 follows: 

12 523E.l4 INJUNCTIONS. 

13 The attorney general or the commissioner may apply to the 

14 district court in any county of the state for an injunction to 

15 restrain a person subject to this chapter and any agents, 

16 

17 

l8 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

employees, or associates of the person from engaging in 

conduct or practices deemed contrary to the public interest. 

In any proceeding for an injunction, the attorney general or 

the commissioner may apply to the court for the issuance of a 

subpoena to require the appearance of a defendant and the 

defendant's agents and any documents, books, and records 

germane to the hearing upon the petition for an injunction. 

Upon proof of any of the offenses described in the petition 

for injunction the court may grant the injunction. The 

attorney general or the commissioner shall not be required to 

post a bond. 

Sec. 25. Section 523I.6, subsection l, paragraph e, Code 

1997, is amended to read as follows: 

29 

30 

e. The nonexclusive preneed and at-need sale of monamen~~, 

memo~~e±s;-me~ke~s;-ba~ial-vetll~s;-tlrn~y-£lowe~-vaeee;-f±ore± 

31 a~rengement~;-end-o~~e~ the following: 

32 (l) Monuments. 

33 .L2l Memorials. 

34 (3) Markers . 

35 ( 4) Installation of monuments, memorials, or markers. 
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1 (5) Burial vaults. 

2 (6) Urns. 

3 (7) Flower vases. 

4 (8) Floral arrangements. 

5 (9) Other similar merchandise for use within the cemetery. 

6 Sec. 26. Section 566A.l, subsection l, Code 1997, is 

7 amended to read as follows: 

8 1. A corporation or other form of organization engaging in 

9 the business of the ownership, maintenance, or'operation of a 

10 cemetery, which provides lots or other interment space for the 

ll remains of human bodi,~s. is subject to this chapter. However, 

12 a religious cemetery is subject only to subsection 2, and 

13 sections 566A.2A and 566A.2B. A-eemetery-witn-a~erage-reta±t 

14 ~ate~-eqttat-to-or-tess-tnan-fi~e-tno~sand-dotters-for-the 

15 pre~±o~s-three-eetendar-years-±~-e~empt-from-seetion-566A~2e~ 

16 Political subdivisions of the state which are counties are 

17 exempt from this chapter. Political subdivisions of the state 

18 other than counties are subject only to sections 566A.1A, 

19 566A.2A, 566A.2B, and 566A.2D. 

20 Sec. 27. Section 566A.lA, subsection 2, Code 1997, is 

21 amended to read as follows: 

22 2. ''Cemetery• means a cemetery, mausoleum, columbarium, or 

23 other space held for the purpose of burial, scattering, 

24 entombment, or inurnment of human remains and where such space 

25 is offered for sale to the public. 

26 Sec. 28. Section 566A.2C, subsection 2, Code 1997, is 

27 amended to read as follow5: 

28 2. The commissioner shall permit the filing of a unified 

29 annual report in the event of commonly owned or affiliated 

30 cemeteries. A-pot±tieat-stlbd±~±s±on-stlbjeet-to-tnis-seet±on 

31 may-commingre-~erpetoa~-eare-f~"ds-fo~-pttrpo~e~-of-investment 

32 and-adMinistration-a~d-may-f±te-a-single-report,-if-eaeh 

33 eemetery-±e-ap~ropr±e~ety-±dentified-e~d-separate-reeo~es-are 

34 me±nta±"ed-for-eeen-e~metery~ 

35 Sec. 29. Section 566A.2C, Code 1997, is amended by adding 
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1 the following new subsection: 

2 NEW SUBSECTION. 5. This sectior1 does not apply to a 

3 cemetery with average retail sales equal to or less than five 

4 thousand dollars for the previous three calendar years. 

' Sec. 30. Section 566A.3, unnumbered paragraph 3, Code 

6 1997, is amended to read as follows: 

7 The initial perpetual care fund established for any 

8 cemetery shall remain in an irrevocable trust fund until such 

9 time as this fund has reached rif~y one hundred thousand 

10 

11 

12 

1.1 

14 

15 

16 

17 

1 8 

19 

dollars, when it the initial twenty-five thousand dollar 

depos1t may be withdrawn at-the-rate-o£-one-thottsand-doitars 

fro~-the-oriqinet-twenty-fi~e-thottsend-doltars-for-eeeh 

edditionai-three-thottsand-doltars-edded-to-the-fttnd,-ttntil-ell 

of-the-twenty-five-thottsand-dotlars-has-been-withdrawn. An 

affidavit shall be filed with the commissioner providing prior 

notice of the withdrawal and attesting that the money has not 

previously been withdrawn. Except as approved by the 

commissioner upon sufficient proof that the money has not 

previously been withdrawn, the withdrawal must take place 

20 within one year after the fund reaches one hundred thousand 

21 dollars. 

22 sec. 31. Section 566A.l2, subsection 4, paragraph b, Code 

23 1997, is amended to read as follows: 

24 b. The commissioner or the attorney general may apply to 

25 the district court in any county of the state for a 

26 receivership. Upon proof of any of the grounds for a 

27 receivership described in this sect1on the court may grant a 

28 receivership. 

29 Sec. 32. Section 566A.l2, subsection 5, Code 1997, is 

30 amended to read as follows: 

31 5. INJUNCTIONS. The commissioner or the attorney general 

32 may apply to the district court for an injunction to restrain 

33 any cemetery subject to this chapter and any agents, 

34 employees, trustees, or associates of the cemetery from 

35 engaging in conduct or practices deemed a violation of this 
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1 chapter or rules adopted pursuant to this chapter. Upon proof 

2 of any violation of this chapter described in the petition for 

3 injunction, the court may grant the injunction. The 

4 commiss1oner or the attorney general shall not be required to 

5 post a bond. Failure to obey a court order under this 

6 subsection constitutes contempt of court. 

7 Sec. 33. Section 523B.4, Code 1997, is repealed. 

8 EXPLANATION 

9 This bill relates to entities and subject matter under the 

10 regulatory authority of the regulated industries unit of the 

ll insurance division. Specifically, the bill amends provisions 

12 relating to business opportunities, cemeteries and cemetery 

13 merchandise, preneed funeral merchandise and services, motor 

14 vehicle service contracts, and residential service contracts. 

15 Code section 321I.3 is amended to provide that a person in 

16 the business of selling motor vehicle service contracts must 

l7 promptly file copies of amended documents used by such person 

18 with the insurance division. The bill provides that the 

19 division is to assess an additional filing fee twice the 

20 amount normally associated with an annual filing if the annual 

21 filing occurs after August l and sales of such service 

22 contracts have occurred after August l and prior to the filing 

23 of the annual statement. 

24 Code section 3211.4 is amended to provide that motor 

25 vehicle service contracts are subject to the provisions of 

26 Code chapter 555A, relating to door-to-door sales. 

27 Code section 321!.5 is amended to provide that motor 

28 vehicle service contracts must clearly state the terms and 

29 conditions of a deductible amount, if one exists. 

30 Code section 3211.6 is amended and eliminates the 10-day 

31 notice requirement which currently must be given prior to an 

32 order being issued by the insurance commissioner instructing 

33 the service contract provider to cease selling such contracts. 

34 Code section 321I.ll is amended to provide that it is 

35 deceptive or misleading to use any combination of words, 
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1 symbols, or physical materials which are so similar to such 

2 combinations used by a manufacturer or which tend to mislead a 

J person into believing that the solicitation is in some manner 

4 connected with the manufacturer, unless such use is authorized 

5 by the manufacturer. 

6 Code section 3211.12 is amended to require a motor vehicle 

7 serv1ce contract provider to include copies of all materials 

8 relating to denied claims in the provider's r&cords. 

9 Code section 523A.l provides that the trusting requirements 

10 established in that section do not apply to payments for 

11 merchandise delivered to the purchaser. The section is 

12 amended to prohibit delivery in lieu of trusting with respect 

13 to concrete burial vaults and caskets sold after July l, 1995. 

14 The bill provides that the commissioner may also prohibit 

15 delivery in lieu of trusting with respect to additional types 

16 of inner burial containers and merchandise, or may establish 

17 standards for the approval of storage facilities for such 

18 containers and merchandise. Currently, except for caskets and 

19 other types of inner burial containers or concrete burial 

20 vaults sold after July 1, 1995, delivery includes storage in a 

21 warehouse under the control of the seller or any other 

22 warehouse approved by the commissioner when a receipt of 

23 ownership naming the purchaser is delivered to the purchaser, 

24 the merchandise is insured and protected against damage, title 

25 has been transferred to the purchaser, the merchandise is 

26 appropriately identified and distinguishable from any other 

27 similar items, and the annual reporting requirements are 

28 satisfied. 

29 Code section 523A.5 is amended to add definitions for the 

30 terms "human remains" and ''inner burial container". 

31 Code section 523A.8 is amended by changing language which 

32 must be included in a funeral merchandise or funeral services 

J3 agreement. Currently the language provides that the contract 

34 (agreement) must be reported to the insurance division by the 

35 first day of March of the following year and that the 
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1 individual purchasing such merchandise or services may call 

2 the insurance division to confirm that the contract has been 

3 reported. The language is amended by striking the reporting 

4 language and inserting language that the contract is subject 

5 to rules administered by the insurance division. The bill 

6 also strikes the specific reason for calling the insurance 

7 division (to confirm the contract has been reported) but 

8 leaves the general language indicating that the individual may 

9 call the division. 

10 Code section 523A.l4 is amended to provide that neither the 

ll attorney general nor the commissioner are required to post 

12 bond when seeking an injunction to restrain a person from 

13 engaging in conduct deemed contrary to the public interest 

14 with respect to the selling of funeral services or 

15 merchandise. 

16 Code section 523B.l is amended by eliminating the $500 

17 minimum initial investment for purposes of defining what is a 

18 business opportunity and by striking language excluding 

19 certain offers from the definition of a business opportunity. 

20 Code section 523B.2 is amended by increasing the time 

21 period after which a business opportunity registration becomes 

22 automatically effective from 10 to 15 days (the effectiveness 

23 of registration amendments may also be deferred for 15 days), 

24 and by providing that the administrator (insurance 

25 commissioner) may issue an order denying effectiveness to, or 

26 suspending or revoking the effectiveness of, a registration if 

27 the administrator finds that the seller does not have a 

28 minimum net worth of $25,000. The bill provides that the 

29 business opportunity seller may submit a surety bond in lieu 

30 of the net worth requirement. 

31 Code section 523B.3 is amended by striking 1anguage which 

32 exempts from the registration requirements of Code chapter 

33 523B, an offer or sale of a business opportunity for which the 

34 cash payment made by a purchaser does not exceed $500 and the 

35 payment is made for the not-for-profit sale of sales 
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l deT.onstration equipment, material, or samples, or the payment 

2 is made for product inventory sold to Lhe purchaser at a bona 

3 fide wholesale price. The bill establishes several other 

4 categories of offers or sales of business opportunities which 

5 are exempt from the registration requirements. These include 

6 the offer or sale of a business opportunity to an ongo1ng 

7 business, where the initial investment is less than $500, to 

8 an ongoing business operated by the seller which is to be sold 

9 in its entirety, or by an executor, adminiscrator, sheriff, 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

receiver, trustee in bankruptcy, guardian, or conservator, or 

a judicial offer or sale. The bill also provides that the 

administrator (insurance commissioner) may deny or revoke an 

exemption from the registration requirement with respect to a 

particular offering if the public interest or the protection 

of purchasers requires such action. 

Code section 5238.8 is amended to permit the administrator 

(insurance commissioner) to directly bring an action to enjoin 

acts or practices, rather than notifying the attorney general 

who would then bring the action. 

Code section 5238.12(4) is created and identifies acts 

which are deemed to be misrepresentations, omissions, and 

misleading conduct associated with business opportunities. 

The bill provides that such acts are unlawful. 

Code section 523C.7 is amended and provides that 

25 residential service contracts are to comply with Code chapter 

26 555A, relating to door-to-door sales. 

21 Code section 523E.8 is amended by changing language which 

28 must be included in a cemetery merchandise agreement. 

29 Currently the language provides that the contract (agreement) 

30 must be reported to the insurance division by the first day of 

31 March of the following year and that the individual purchasing 

32 such merchandise may call the insurance division to confirm 

33 that the contract has been reported. The language is amended 

34 by striking the reporting language and inserting language that 

35 the contract is subject to rules administered by the insurance 
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l division. The bill a~so strikes the specific reason for 

2 calling the insurance division (to confirm the contract has 

3 been reported) but lea••es the general language indicating that 

4 the individual may call the division. 

5 Code section 523E.l4 is amended to provide that neither the 

6 attorney general nor the commissioner are required to post 

7 bond when seeking an injunction to restrain a person from 

8 engaging in conduct deemed contrary to the public interest 

9 with respect to the selling of cemetery merchandise. 

10 Code section 5231.6 is amended to provide that a cemetery, 

11 within the boundaries of the cemetery lands, may offer the 

12 nonexclusive preneed and at-need sale of the installation of 

13 monuments, memorials, or markers. 

14 Code section 566A.l is amended by striking language 

15 exempting nonperpetual care cemeteries with average retail 

16 sales of less than $5,000 from the annual reporting 

17 requirements. This language is reenacted in Code section 

18 566A.2C. 

19 Code section 566A.lA is amended to include the scattering 

20 of human remains in the definition of "cemetery". 

21 Code section 566A.2C is amended by striking language which 

22 permits a political subdivision to commingle perpetual care 

23 funds for purposes of investment and administration, if each 

24 cemetery is appropriately identified and separate records are 

25 maintained for each cemetery. 

26 Code section 566A.3 is amended by increasing the amount 

27 which a pe4petual ca4e cemetery must deposit in an irrevocable 

28 trust fund from $50,000 to $100,000 prior to being able to 

29 withdraw the initial $25,000 which must be deposited before 

30 the perpetual care cemetery can commence docng business. The 

31 withdrawal must be made within one year after the fund reaches 

32 $100,000 unless otherwise approved by the i•1surance 

33 commissioner. 

34 Code section 566A.l2 is amended to provide that the 

35 insurance co~~issioner may apply to the district court for a 
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l receivership with respect to a perpetual care cemetery. The 

2 Code section lS also amended to permit the insurance 

3 commissioner to apply to the district court for an injunction 

4 to restrain a perpetual care cemetery from engaging in conduct 

5 or practices deemed to be in violation of Code chapter 566A. 

6 The bill provides that neither the insurance commissioner nor 

7 the attorney general are required to post a bond when seeking 

8 such injunction. 

9 Code section 5238.4 1s repealed. This section 

10 that a seller, in connection with an offer or sale 

requires 

of a 

ll business opportunity, must have at all times a minimum net 

12 worth of $25,000 or obtain a surety bond. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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A BILL FOR 

Ac~ relating to entities and subject matter under the 

regulatory authority of the regulated industries unit of the 

insurance division, including business opportunities, 

cemeteries, and cemetery merchandise, motor vehicle service 

contracts, preneed funeral merchandise and services, and 

residential service contracts, providing for fees, and 

establishing penalties. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section 321I.3, subsection 2, Code 1997, is 

2 amended to read as follows: 

3 2. In addition to any other required 

4 correct copy of the service contract and 

filings, a true and 

the provider's 

5 reimbursement insurance policy, the consent to service of 

6 process on the commissioner, and such other information as the 

7 commissioner requires, shall be filed annually no later than 

8 the first day of August. If the first day of August falls on 

9 a weekend or a holiday, the date for filing shall be the next 

10 business day. In addition to the annual filing, the provider 

11 shall promptly file copies of any amended documents, if 

12 material amendments have been made in the materials on file 

13 with the division. If an annual filing is made after the 

14 first of August and sales have occurred durinq the period when 

15 the provider was in noncompliance with this section, the 

16 division shall assess an additional filing fee that is two 

17 times the amount normally required for an annual filing. A 

18 fee shall not be charged for interim filings made to keep the 

19 materials filed with the division current and accurate. The 

20 annual filing shall be accompanied by a filing fee determined 

21 by the commissioner which shall be sufficient to defray the 

22 costs of administering this chapter. 

23 Sec. 2. Section 3211.4, Code 1997, is amended to read as 

24 follows: 

25 321I.4 DISCLOSURE TO PROVIDER. 

26 1. A motor vehicle service contract reimbursement 

27 insurance policy shall not be issued, sold, or offered for 

28 sale in this state unless the reimbursement insurance policy 

29 conspicuously states that the issuer of the policy shall pay 

30 on behalf of the provider all sums which the provider is 

31 legally obligated to pay for failure to perform according to 

32 the provider's contractual obligations under the motor vehicle 

33 service contracts issued or sold by the provider. 

34 2. The provider shall comply with chapter 555A with 

35 respect to all contracts that are subject to regulation under 
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l this chapter. A failure to comply is subject to the remedies 

2 and penalties provided in that chapter. 

3 Sec. 3. Section 321I.S, subsection 2, paragraph f, Code 

4 1997, is amended to read as follows: 

5 f. Clearly and conspicuously states the dates that 

6 coverage starts and ends and the existence, terms, and 

7 conditions of a deductible amount, if any. 

8 Sec. 4. Section 3211.6, Code 1997, is amended to read as 

9 follows: 

10 321I.6 COMMISSIONER MAY PROHIBIT CERTAIN SALES --

ll INJUNCTION. 

12 The commissioner sha11,-tl~o~-9ivi~9-a-te~-day-notiee-to-a 

13 mo~or-veh~ete-serviee-eo~traet-prov~der, issue an order 

14 instructing the provider to cease and desist from selling or 

15 offering for sale motor vehicle service contracts if the 

16 commissioner determines that the provider has failed to comply 

17 with a provision of this chapter. Upon the failure of a motor 

18 vehicle service contract provider to obey a cease and desist 

19 order issued by the commissioner, the commissioner may give 

20 notice in writing of the failure to the attorney general, who 

21 shall immediately commence an action against the provider to 

22 enjoin the provider from selling or offering for sale motor 

23 vehicle service contracts until the provider complies with the 

24 provisions of this chapter and the district court may issue 

25 the injunction. 

26 Sec. 5. Section 321I.ll, subsection l, paragraph g, Code 

27 1997, is amended to read as follows: 

28 g. A motor vehicle service contract provider shall not 

29 make, publish, disseminate, circulate, or place before the 

30 public, or cause, directly or indirectly, to be made, 

31 published, disseminated, circulated, or placed before the 

32 public in a newspaper, magazine, or other publication, or in 

33 the form of a notice, circular, pamphlet, letter, or poster, 

34 or over a radio or television station, or in any other way, an 

35 advertisement, announcement, or statement containing an 
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1 assertion, representation, or statement with respect to the 

2 motor vehicle service contract industry or with respect to a 

3 motor vehicle service contract provider which is untrue, 

4 deceptive, or misleading. It is deceptive or misleading to 

5 use any combination of words, symbols, or physical materials 

6 which by their content, phraseology, shape, color, or other 

7 characteristics are so similar to a combination of words, 

8 symbols, or physical materials used by a manufacturer or of 

9 such a nature that the use would tend to mislead a person into 

10 believing that the solicitation is in some manner connected 

ll with the manufacturer, unless actually authorized or issued by 

12 the manufacturer. 

13 Sec. 6. Section 3211.12, subsection 1, paragraph a, Code 

14 1997, is amended by adding the following new subparagraph: 

15 NEW SUBPARAGRAPH. (4) Copies of all materials relating to 

16 claims which have been denied. 

17 Sec. 7. Section 523A.l, subsection 1, unnumbered paragraph 

18 4, Code 1997, is amended to read as follows: 

19 This section does not apply to payments for merchandise de-

20 livered to the purchaser. e~eept-for-eas~ets-and-other-types 

21 of-inner-bariai-eontainers-or-eonerete-baria%-vanits-soid 

22 after-daiy-%,-%995,-deiivery Delivery includes storage in a 

23 warehouse ander-the-eontroi-of-the-seiier-or-any-other 

24 warehoase or storage facility approved by the commissioner 

25 when-a-reeeipt-of-ownership-in-the-name-of-the-parehaser-is 

26 deiivered-to-the-parehaser,-the-merehandise-is-insared-against 

27 ioss,-the-merehandise-is-proteeted-against-damage,-titie-has 

28 been-transferred-to-the-parehaser 7 -the-merehandise-is 

29 appropriateiy-identifiea-and-deseribed-in-a-manner-that-it-ean 

30 be-distingaished-from-other-simi%ar-items-of-merehandise7 -the 

31 method-of-storage-aiiows-for-visaai-aadits-o£-the-merehandise7 

32 and-the-annaai-reporting-reqairements-of-seetion-5~3A~~, 

33 sabseetion-%,-are-satisfied. Concrete burial vaults and 

34 caskets sold after July 1, 1995, shall not be delivered in 

35 lieu of trusting. The commissioner may prohibit delivery in 
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1 lieu of trusting with regard to additional types of inner 

2 burial containers and merchandise or establish standards for 

3 the aoproval of storage facilities, pursuant to rules adopted 

4 for that purpose. 

5 Sec. 8. Section 523A.S, subsection 2, Code 1997, is 

6 amended by adding the following new paragraphs: 

7 NEW PARAGRAPH. d. "Human remains" means the body of a 

8 deceased individual that is in any stage of decomposition or 

9 has been cremated. 

10 NEW PARAGRAPH. e. "Inner burial container" means a 

ll container in vlhich human remains are placed for burial or 

12 entombment and, if only one container is used for purposes of 

13 burial or entombment, includes a container designed to serve 

14 the same function as merchandise commonly known as burial 

15 vaults, urn vaults, grave boxes, grave liners, and lawn 

16 crypts. 

17 Sec. 9. Section 523A.8, subsection l, paragraph j, Code 

18 1997, is amended to read as follows: 

19 J. Include an explanation of regulatory oversight by the 

20 insurance division in twelve point bold type, in substantially 

21 the following language: 

22 THIS CONTRACT M8S~-BE-REP9R~E9-~9-~HE-+9WA-fNSl:JRAN€E 

23 9fVfSfSN-B¥-~HE-P+RS~-9A¥-eP-MAR€H-9P-~HE-P9bb9WfN6-¥EAR IS 

24 SUBJECT TO RULES ADMINISTERED BY THE IOWA INSURANCE DIVISION. 

25 YOU MAY CALL THE INSURANCE DIVISION AT (INSERT TELEPHONE 

26 NUMBER) P9-€9~PfRM-~HAP-¥9SR-€9NPRA€P-HAS-BEEN-REP9RPE9. 

27 WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO THE 

28 f'OLLOVliNG ADDRESS: f9WA-SE€l:lRfPfES-Bl:l!H!A!h· (INSERT ADDRESS). 

29 Sec. 10. Section 523A.l4, Code 1997, is amended to read as 

30 follows: 

31 523A.14 INJUNCTIONS. 

32 The attorney general or the commissioner may apply to the 

33 district court in any county of the state for an injunction to 

34 restrain a person subject to this chapter and any agents, 

35 employees, or associates of the person from engaging in 
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1 conduct or practices deemed contrary to the public interest. 

2 In any proceeding for an injunction, the attorney general or 

3 the commissioner may apply to the court for the issuance of a 

4 subpoena to require the appearance of a defendant and the 

5 defendant's agents and any documents, books, and records 

6 germane to the hearing upon the petition for an injunction. 

7 Upon proof of any of the offenses described in the petition 

8 for injunction the court may grant the injunction. The 

9 attorney general or the commissioner shall not be required to 

10 post a bond. 

11 Sec. 11. Section 5238.1, 

12 unnumbered paragraph l, Code 

13 follows: 

subsection 3, paragraph a, 

1997, is amended to read as 

14 "Business opportunity" means a contract 

15 between a seller and purchaser, express or 

or agreement, 

implied, orally or 

16 in writing, at-aR-±R±t±e~-±"vestme"t-exeeed±R~-f±•e-h~"d~ed 

17 dollars, where the parties agree that the seller or a person 

18 recommended by the seller is to provide to the purchaser any 

19 products, equipment, supplies, materials, or services for the 

20 purpose of enabling the purchaser to start a business, and the 

21 seller represents, directly or indirectly, orally or in 

22 writing, any of the following: 

23 Sec. 12. Section 5238.1, subsection 3, paragraph b, Code 

24 1997, is amended by striking the paragraph. 

25 Sec. 13. Section 5238.2, subsection 4, Code 1997, is 

26 amended to read as follows: 

27 4. EFFECTIVE DATE. A registration automatically becomes 

28 effective upon the expiration of the teRth fifteenth full 

29 business day after the complete filing is received by the 

30 administrator, provided that no order has been issued or 

31 proceeding is pending under subsection 10. The administrator 

32 may by order waive or reduce the time period prior to 

33 effectiveness, provided that a complete filing has been made. 

34 The administrator may by order defer the effective date until 

35 the expiration of the teRth fifteenth full business day after 
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1 the filing of an amendment with the administrator. 

2 Sec. 14. Section S23B.2, subsection 8, paragraph c, 

3 subparagraph (13), Code 1997, is amended to read as follows: 

4 (13) The business oppor,unity seller that ~s-~eq~~~ed-to 

5 3ee~~e secures a bond pursuant to see~~o~-S~3B~4 subsection 10 

6 shall include in the disclosure document the following 

7 statement: ''As required by the state of Iowa, the seller has 

8 secured a bond issued by [insert name and address of surety 

9 company], a surety company, authorized to do business in this 

!0 state. Before signing a contract or agreement to purchase 

ll this business opportunity, you should check with the surety 

12 company to determine the bond's current status." 

l3 Sec. 15. Section 5238.2, subsection 10, paragraph a, Code 

14 1997, is amended by adding the following new subparagraph: 

15 NEW SUBPARAGRAPH. (9) The seller does not have a minimum 

16 net worth of twenty-five thousand dollars, as determined in 

17 accordance with generally accepted accounting principles. A 

!8 seller may submit a surety bond in lieu of the net worth 

19 requirement. The administrator may by rule or order increase 

20 the amount of the net worth or bond for the protection of 

21 purchasers and may require the seller to file reports of all 

22 sales in this state to determine the appropriate amount of the 

23 net worth requirement. The surety bond shall be for the 

24 period of the registration, issued by a surety company 

25 authorized to do business in this state and for the benefit of 

26 any purchaser. 

27 Sec. 16. Section 5238.3, subsection 1, Code 1997, is 

28 amended to read as follows: 

29 l. 'i''iPES-SP EXEMPTIONS. The following business 

30 opportunities are exempt from the requirements of section 

31 5238.2: 

32 a. The offer or sale of a business opportunity if the 

33 purchaser is a bank, savings and loan association, trust 

34 company, insurance company, credit union, or investment 

35 company as defined by the federal Investment Company Act of 
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1 1940, a pension or profit-sharing trust, or other financial 

2 institution or institutional buyer, or a deaie~ broker-dealer 

3 registered pursuant to chapter 502, whether the purchaser is 

4 acting for itself or in a fiduciary capacity. 

5 b. An offer or sale of a business opportunity to an 

6 ongoing business where the seller will provide products, 

7 equipment, supplies, or services which are substantially 

8 similar to the products, equipment, supplies, or services sold 

9 by the pu rcl'aser in connect ion with the purchaser's ongo1 ng 

10 business. 

ll c. An offer or sale of a business opportunity where the 

12 initial investment is less than five hundred dollars. 

13 d. An offer or sale of an ongoing business operated by the 

14 seller which is to be sold in its entirety. 

15 e. An offer or sale of a business opportunity by an 

16 executor, administrator, sheriff, receiver, trustee in 

17 bankruptcy, guardian, or conservator, or a judicial offer or 

18 sale of a business opportunity. 

19 b~ f. The offer or sale of a business opportunity which is 

20 defined as a franchise under section 523B.l, subsection 4, 

21 provided that the seller delivers to each purchaser at the 

22 earlier of the first personal meeting between the seller and 

23 the purchaser, or ten business days prior to the earlier of 

24 the execution by a purchaser of a contract or agreement 

25 imposing a binding legal obligation on the purchaser or the 

26 payment by a purchaser of any consideration in connection with 

27 the offer or sale of the business opportunity, one of the 

28 following disclosure documents: 

29 (l) A uniform franchise-offering circular prepared in 

30 accordance with the guidelines adopted by the North American 

31 securities administrators association, inc., as amended 

32 through September 21, 1983. 

33 (2) A disclosure document prepared pursuant to the federal 

34 trade commission rule entitled "Disclosure requirements and 

35 prohibitions concerning franchising and business opportunity 
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l ventures'', 16 C.P.R. ~ 4 .. o (1979). 

2 For the purposes of tn:s par?~raph, a personal meeting 

3 means a face-to-face meeting between the purchaser and the 

4 seller or their representatives, which is held for the purpose 

5 of discussing the offer or sale of a business opportunity. 

6 The administrator may by rule adopt any amendment to the 

7 uniform franchise-offering circular that has been adopted by 

8 the North American securities administrators association, 

9 inc., or any amendment to the disclosure document prepared 

10 pursuant to the federal trade comm1sslon rule entitled 

11 "Disclosure requirements and prohibitions concerning 

12 franchising and business opportunity ventures", 16 C.F.R. § 

13 436 (1979), that has been adopted by the federal trade 

14 commission. 

15 e.--~he-otfer-or-sa~e-ot-e-otlsiness-oppor~tlnity-for-whieh 

16 ~he-ca~h-peyment-made-by-a-ptlrehaser-does-no~-exeeed-five 

17 Mtlndred-do~~ars-and-~he-payme~t-±s-made-for-the-no~-for-prof±t 

18 sa~e-ot-sa~es-demonstration-eqtlipment,-mater±s±,-or-samp~es, 

19 or-the-payment-is-made-for-prodtlee-inventory-soid-to-the 

20 ptlrehaser-at-e-bona-fide-who±esa±e-priee. 

21 o. An offer or sale of a business opportunity which 

22 involves a marketing plan made in conjunction with the 

23 licensing of a federally registered trademark or federally 

24 registered service mark provided that the seller has a minimum 

25 net worth of one million dollars as determined on the basis of 

26 the seller's most recent audited financial statement preoared 

27 within thirteen months of the first offer in this state. Net 

28 worth may be determined on a consolidated basis if the seller 

29 is at least eighty percent owned by one person and that person 

30 expressly guarantees the obligations of the seller with regard 

31 to the offer or sale of a business opportunity claimed to be 

32 exempt under this paragraph. 

33 d. The offer or sale of a business opportunity which the 

34 administrator exempts by order or a class of business oppor-

35 tunities which the administrator exempts by rule upon the 
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1 finding that the exemption would not be contrary to public 

2 interest and that registration would not be necessary or ap-

3 propriate for the protection of purchasers. 

4 Sec. 17. Section 5238.3, subsection 2, paragraph a, Code 

5 1997, is amended to read as follows: 

6 a. ~he If the public interest of the protection of 

7 purchasers so requires, the administrator may by order deny or 

8 revoke an exemption specified in this section with respect to 

9 a particula,- offering of one or more business opportunities. 

10 An order shall not be entered without appropriate prior notice 

11 to all interested parties, opportunity for hearing, and 

12 written findings of fact and conclusions of law. 

13 Sec. 18. Section 5238.7, subsection 1, paragraph a, Code 

14 1997, is amended to read as follows: 

15 a. A person who violates seetion-5r3874-or section 5238.2, 

16 subsection 1, 8, or 9, is liable to the purchaser in an action 

17 for rescission of the agreement, or for recovery of all money 

18 or other valuable consideration paid for the business 

19 opportunity, and for actual damages together with interest as 

20 determined pursuant to section 668.13 from the date of sale, 

21 reasonable attorney's fees, and court costs. 

22 Sec. 19. Section 5238.8, subsection 4, Code 1997, is 

23 amended to read as follows: 

24 4. a. If it appears to the administrator that a person 

25 has engaged, is engaged, or is about to engage in any act or 

26 practice constituting a violation of this chapter, or of a 

27 rule or order adopted or issued under this chapter, the 

28 administrator may take-either-or-both-of-the-fo±±owing 

29 aet±ons-:-

30 a.--Not±fy-the-attorney-genera%-who-shai% bring an action 

31 in the district court to enjoin the acts or practices 

32 constituting the violation and to enforce compliance with this 

33 chapter or any rule or order adopted or issued pursuant to 

34 this chapter. Upon a proper showing a permanent or temporary 

35 injunction shall be granted and a receiver or conservator may 

-9-



' -
S.F. Z31l. H.F. 

l 

2 

3 

be 

by 

appointed for the defendant or the defendant's assets. 

b.--B~~n9-an-aet±on-~n-d±st~~et-eotl~t• Upon proper showing 

the administrator, the court may enter an order of 

4 rescission, restitution, or disgorgement, as well as 

5 prejudgment and postjudgment interest, directed at any person 

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

7 chapter. 

8 b. The administrator, in bringing an action under 

9 paragraph "a", shall not be required to post bond. 

10 Sec. 20. Section 5238.11, subsection 1, Code 1997, 1s 

11 amended to read as follows: 

12 1. A seller who willfully violates seet±on-5~38.4, section 

13 5238.2, subsection l, 8, or 9, or section 5238.12, subsection 

14 2, who willfully violates a rule under this chapter, who 

15 willfully violates an order of which the person has notice, or 

l6 who violates section 5238.12, subsection l, knowing that the 

17 statement made was false or misleading in any material 

18 respect, upon conviction, is guilty of a class "D" felony. 

19 Each of the acts specified constitutes a separate offense and 

20 a prosecution or conviction for any one of such offenses does 

21 not bar prosecution or conviction for any other offense. 

22 Sec. 21. Section 5238.12, Code 1997, is amended by adding 

23 the following new subsection: 

24 NEW SUBSECTION. 4. MISREPRESENTATIONS, OMISSIONS, AND 

25 MISLEADING CONDUCT. It is unlawful for a business opportunity 

26 seller to do any of the following: 

27 a. 

28 known 

Misrepresent, by failure to disclose or otherwise, the 

required total investment for such business opportunity. 

29 b. Misrepresent or fail to disclose efforts to sell or 

30 establish more business opportunities than it is reasonable to 

31 expect the market or market area for the particular business 

32 opportunity to sustain. 

33 c. Mis~epresent 

34 products to be sold 

35 opportunity. 

the quantity or the quality of the 

or distributed through the business 
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1 d. Misrepresent the training and management assistance 

2 available to the business opportunity purchaser. 

3 e. Misrepresent the amount of profits, net or gross, which 

4 the busiDess opportunity purchaser can expect from the 

5 operation of the business opportunity. 

6 f. Misrepresent, by failure to disclose or otherwise, the 

7 termination, transfer, or renewal provision of a business 

8 opportunity agreement. 

9 g. Falsely claim or imply that a primary marketer or 

10 trademark of products or services sponsors or participates 

ll directly or indirectly in the business opportunity. 

12 h. Assign a so-called exclusive territory encompassing the 

13 same area to more than one business opportunity purchaser. 

14 1. Provide vending locations for which written 

15 authorizations have not been granted by the property owners or 

16 lessees. 

17 J· Provide merchandise, machines, or displays of a brand 

18 or kind substantially different from or inferior to those 

19 promised by the business opportunity seller. 

20 k. Fail to provide the purchaser a written contract. 

21 1. Misrepresent the ability of a person or entity 

22 providing services to provide locations or assist the 

23 purchaser in finding locations expected to have a positive 

24 impact on the success of the business opportunity. 

25 m. Misrepresent or omit to state a material fact or create 

26 a false or misleading impression in the sale of a business 

27 opportunity. 

28 Sec. 22. Section 523C.7, Code 1997, is amended by adding 

29 the following new subsection: 

30 NEW SUBSECTION. 5. A residential service contract shall 

31 comply with chapter 555A. A failure to comply is subject to 

32 the remedies and penalties provided in that chapter. 

33 Sec. 23. Section 523E.8, subsection 1, paragraph j, Code 

34 1997, is amended to read as follows: 

35 J. Include an explanation of regulatory oversight by the 
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l 1nsurance division in twelve point bold type, in substantially 

2 the following language: 

3 THIS CONTRACT M8S~-BE-REP6RTEB-T6-~HE-l6WA-tNS8RAN€E 

4 9iViSt6N-BY-PHE-PlRSP-9A¥-eP-MAR€H-9P-PHE-P6bb9WtN6-¥EAR IS 

5 SUBJECT TO REGULATIONS ADMINISTERED BY THE IOWA INSURANCE 

6 DIVISION. YOU MAY CALL THE INSURANCE DIVISION AT (INSERT 

7 TELEPHONE NUMBER) P6-€9NPtRM-PHAT-¥98R-€6NPRA€P-HAS-BEEN 

8 REP9RTE9. WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO 

9 THE FOLLOWING ADDRESS: t9WA-SE€8Rl~IES-88REA8 (INSERT 

l 0 ADDRESS) . 

11 Sec. 24. Section 523E.14, Code 1997, is amended to read as 

12 follows: 

13 523E.l4 INJUNCTIONS. 

14 The attorney general or the commissioner may apply to the 

15 district court in any county of the state for an injunction to 

16 restrain a person subject to this chapter and any agents, 

17 employees, or associates of the person from engaging in 

18 conduct or practices deemed contrary to the public interest. 

19 In any proceeding for an injunction, the attorney general or 

20 the commissioner may apply to the court for the issuance of a 

21 subpoena to require the appearance of a defendant and the 

22 defendant's agents and any documents, books, and records 

23 germane to the hearing upon the petition for an injunction. 

24 Upon proof of any of the offenses described in the petition 

25 for injunction the court may grant the injunction. The 

26 attorney general or the commissioner shall not be required to 

27 oost a bond. 

28 Sec. 25. Section 523!.6, subsection 1, paragraph e, Code 

29 1997, is amended to read as follows: 

30 e. The nonexclusive preneed and at-need sale of mon~ments, 

31 memor±als7-markers 7 -b~r±al-vatl±ts 7 -~rns 7 -flower-vase~ 7 -flore± 

32 arran9ements,-and-otne~ the following: 

33 (l) Monuments. 

34 (2) Memorials. 

35 (3) Markers. 
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1 {4) Installation of monuments, memorials, or markers. 

2 (5) Burial vaults. 

3 (6) Urns. 

4 {7) Flower vases. 

5 (8) Floral arrangements. 

6 (9) Other similar merchandise for use within the cemetery. 

7 Sec. 26. Section 566A.l, subsection 1, Code 1997, is 

8 amended to read as follows: 

9 1. A co~poration or other form of organization engaging in 

10 the business of the ownership, maintenance, or operation of a 

ll cemetery, which provides lots or other interment space for the 

12 remains of human bodies, is subject to this chapter. However, 

13 a religious cemetery is subject only to subsection 2, and 

14 sections 566A.2A and 566A.2B. A-eemete~y-with-ave~a~e-~etail 

15 sale5-eq~at-te-er-!ess-tha~-five-tho~sa~d-do!lars-fer-the 

16 previe~s-three-eale~dar-years-is-e~empt-from-seetieft-566A•~e~ 

17 Political subdivisions of the state which are counties are 

18 exempt from this chapter. Political subdivisions of the state 

19 other than counties are subject only to sections 566A.1A, 

20 566A.2A, 566A.2B, and 566A.2D. 

21 Sec. 27. Section 566A.lA, subsection 2, Code 1997, is 

22 amended to read as follows: 

23 2. ''Cemetery" means a cemetery, mausoleum, columbarium, or 

24 other space held for the purpose of burial, scattering, 

25 entombment, or inurnment of human remains and where such space 

26 is offered for sale to the public. 

27 Sec. 28. Section 566A.2C, subsection 2, Code 1997, is 

28 amended to read as follows: 

29 2. The commissioner shall permit the filing of a unified 

30 annual report in the event of commonly owned or affiliated 

31 cemeteries. A-politieal-s~bdivisieft-sab;eet-to-this-seetioft 

32 may-eo~i~qle-perpetttal-eare-ftt~ds-fer-pttrposes-of-iftvestme~t 

33 a~d-admi~istratie~-and-may-fi!e-a-siftq!e-report,-if-eaeh 

34 eemetery-is-apprepriately-identified-and-separate-reeords-a~e 

35 maintained-fer-eaeh-eemetery• 
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l Sec. 29. Section 566A.2C, Code 1997, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 5. This section does not apply to a 

4 cemetery with average retail sales equal to or less than five 

5 thousand dollars for the previous three calendar years. 

6 Sec. 30. Section 566A.3, unnumbered paragraph 3, Code 

7 1997, is amended to read as follows: 

8 The initial perpetual care fund established for any 

9 cemetery shall remain in an irrevocable trust fund until such 

10 time as this fund has reached fifty one hundred thousand 

11 dollars, when ±t the initial twenty-five thousand dollar 

12 deposit may be withdrawn at-th~-rate-of-one-tnott~and-dollars 

13 from-the-ori~inal-twenty-five-thousand-do~~ars-for-~aeh 

14 additional-tnree-thousand-do!lars-added-to-the-fttnd,-untii-a!l 

15 of-the-twenty-five-thousand-dollars-has-been-withdraw~. An 

16 affidavit shall be filed with the commissioner providing orior 

17 notice of the withdrawal and attesting that the money has not 

18 previously been withdrawn. Except as approved by the 

19 commissioner upon sufficient proof that the money has not 

20 previously been withdrawn, the withdrawal must take place 

21 within one year after the fund reaches one hundred thousand 

22 dollars. 

23 Sec. 31. Section 566A.l2, subsection 4, paragraph b, Code 

24 1997, is amended to read as follows: 

25 b. The commissioner or the attorney general may apply to 

26 the district court in any county of the state for a 

27 receivership. Upon proof of any of the grounds for a 

28 receivership described in this section the court may grant a 

29 receivership. 

30 Sec. 32. Section 566A.l2, subsection 5, Code 1997, is 

31 amended to read as follows: 

32 5. INJUNCTIONS. The commissioner or the attorney general 

33 may apply to the district court for an injunction to restrain 

34 any cemetery subject to this chapter and any agents, 

35 employees, trustees, or associates of the cemetery from 
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1 engaging in conduct or practices deemed a violation of this 

2 chapter or rules adopted pursuant to this chapter. Upon proof 

3 of any violation of this chapter described in the petition for 

4 injuncti0n, the court may grant the injunction. The 

5 commissioner or the attorney general shall not be required to 

6 post a bond. Failure to obey a court order under this 

7 subsection constitutes contempt of court. 

8 Sec. 33. Section 5238.4, Code 1997, is repealed. 
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SENATE FILE 2316 
H-8809 

l Amend Senate File 2316, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. By striking page 1, line 23, through page 2, 
4 line 2. 
5 2. Page 2, by inserting after line 7 the 
6 following: 
7 "Sec. Section 3211.5, Code 1997, is amended 
8 by adding the following new subsection: 
9 NEW SUBSECTION. 3. A complete copy of the terms 

10 of the motor vehicle service contract shall be 
ll delivered to the prospective service contract holder 
12 at or before the time that the prospective service 
13 contract holder makes application for the service 
14 contract. If there is no separate application 
15 procedure, then a complete copy of the motor vehicle 
16 service contract shall be delivered to the service 
17 contract holder at or before the time the service 
18 contract holder becomes bound under the contract." 
19 3. Page 4, by striking lines 6 through 9 and 
20 inserting the following: "amended by adding the 
21 following new paragraph:" 
22 4. Page 5, by striking lines 11 
23 5. Page 7, by striking lines ll 
24 6. Page 7, line 13, by striking 
25 inserting the following: "£.:.." 

through 22. 
and 12. 
the word "!L_" and 

26 7. Page 7, line 15, by striking the word "e." and 

•

7 inserting the following: "d. a 

~. .. 8 8. Page 7, line 19, by Striking the word "f." and 
'••":. 9 inserting the following: "~" 

30 9. Page 8, by striking lines 15 through 20 and 
31 inserting the following: 
32 "e.- f. The offer or sale of a business opportunity 
33 for which the cash payment made by a purchaser does 
34 not exceed five hundred dollars and the payment is 
35 made for the not-for-profit sale of sales 
36 demonstration equipment, material, or samples, or the 
37 payment is made for product inventory sold to the 
38 purchaser at a bona fide wholesale price." 
39 10. Page 11, by striking lines 30 through 32, and 
40 inserting the following: 
41 "NEW SUBSECTION. 5. A complete copy of the terms 
42 of the residential service contract shall be delivered 
43 to the prospective service contract holder at or 
44 before the time that the prospective service contract 
45 holder makes application for the service contract. If 
46 there is no separate application procedure, then a 
47 complete copy of the residential service contract 
48 shall be delivered to the service contract holder at 
49 or before the time the service contract holder becomes 
50 bound under the contract." 
B-8809 -1-
H-8809 

:~~ge 
!"~2. 

2 
11. 
12. 

Page 13, by striking lines 21 through 26. 
By renumbering as necessary. 

By VAN FOSSEN of Scott 
H-8809 FILED MARCH 31, 1998 

/(c/~8 ~. ['j~lJ 



H-8372 
1 Amend Senate File 2316, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 4, by striking lines 7 through 9 and 
4 inserting the following: 
5 "NEW PARAGRAPH. d. "Human remains" means a 
6 deceased human being for which a death certificate or 
7 fetal death certificate is required and includes 

cremated remains." 8 
9 2. Page 5, by striking lines 11 through 22. 

10 
11 
12 
13 
14 

3. Page 7, by striking lines 11 and 12 and 
inserting the following: 

"c. The offer or sale of a business opportunity 
for which the cash payment made by a purchaser does 
not exceed five hundred dollars and the payment is 

15 made for the not-for-profit sale of sales 
16 demonstration equipment, material, or samples, or the 
17 payment is made for product inventory sold to the 
18 purchaser at a bona fide wholesale price." 
19 4. Page 13, by striking lines 21 through 26. 
20 5. By renumbering as necessary. 

H-8372 FILED MARCH 12, 1998 

,· j 
~ .~ 
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;v·~/ \\ ,~'bq) 

" 

By COMMITTEE ON COMMERCE AND 
REGULATION 
METCALF of Polk, Chairperson 



BOUSE AMENDMENT TO 
SENATE FILE 2316 

S-5586 
1 ~mend Senate File 2316, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. By striking page l, line 23, through page 2, 
4 line 2. 
5 2. Page 2, by inserting after line 7 the 
6 following: 
7 "Sec. Section 3211.5, Code 1997, is amended 
8 by adding-rhe following new subsection: 
9 NEW SUBSECTION. 3. A complete copy of the terms 

10 of the motor vehicle service contract shall be 
ll delivered to the prospective service contract holder 
12 at or before the time that the prospective service 
13 contract holder makes application for the service 
14 contract. If there is no separate application 
15 procedure, then a complete copy of the motor vehicle 
16 service contract shall be delivered to the service 
17 contract holder at or before the time the service 
18 contract holder becomes bound under the contract." 
19 3. Page 4, by striking lines 6 through 9 and 
20 inserting the following: "amended by adding the 
21 following new paragraph:" 
22 4. Page 5, by striking lines 11 through 22. 
23 5. Page 7, by striking lines 11 and 12. 
24 6. Page 7, line 13, by striking the word "d." and 
25 inserting the following: "c." 
26 7. Page 7, line 15, by striking the word "e." and 
27 inserting the following: "~" 
28 8. Page 7, line 19, by striking the word "f." and 
29 inserting the following: "e.'' 
30 9. Page 8, by striking lines 15 through 20 and 
31 inserting the following: 
32 "e.- f. The offer or sale of a business opportunity 
33 for which the cash payment made by a purchaser does 
34 not exceed five hundred dollars and the payment is 
35 made for the not-for-profit sale of sales 
36 demonstration equipment, material, or samples, or the 
37 payment is made for product inventory sold to the 
38 purchaser at a bona fide wholesale price." 
39 10. Page 11, by striking lines 30 through 32, and 
40 inserting the following: 
41 "NEW SUBSECTION. 5. A complete copy of the terms 
42 of the residential service contract shall be delivered 
43 to the prospective service contract holder at or 
44 before the time that the prospective service contract 
45 holder makes application for the service contract. If 
46 there is no separate application procedure, then a 
47 complete copy of the residen~ial service contract 
48 shall be delivered to the service contract holder at 
49 or before the time the service contract ho-der becomes 
50 bound under the contract." 
S-5586 -l-

2 
ll. Page 13, by striking lines 21 through 26. 
12. By renumbering as necessary. 

RECEIVED FROM THE HOUSE 

FILED APRIL 8, 1998 
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BY (PROPOSED DEPARTMENT OF 

COMMERCE/INSURANCE DIVISION 
BILL) 

Passed Senate, Date ----------- Passed House, Date ------------
Vote: Ayes ______ Nays Vote: Ayes ______ Nays ______ _ 

An 

BE 

Approved --------------------------

A BIU FOR 

Act relating to entities and subject matter under the 
regulatory authority of the regulated industries unit of the 
insurance division, including business opportunities, 

cemeteries, and cemetery merchandise, motor vehicle service 
contracts, preneed funeral merchandise and services, and 
residential service contracts, providing for fees, and 
establishing penalties. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section 321I.3, subsection 2, Code 1997, is 

2 amended to read as follows: 
3 2. In addition to any other required filings, a true and 
4 correct copy of the service contract and the provider's 
5 reimbursement insurance policy, the consent to service of 

6 process on the commissioner, and such other information as the 
7 commissioner requires, shall be filed annually no later than 

8 the first day of August. If the first day of August falls on 

9 a weekend or a holiday, the date for filing shall be the next 
10 business day. In addition to the annual filing, the provider 

11 shall promptly file copies of any amended documents, if 
12 material amendments have been made in the materials on file 
13 with the division. If an annual filing is made after the 
14 first of August and sales have occurred during the period when 

15 the provider was in noncompliance with this section, the 
16 division shall assess an additional filing fee that is two 
17 times the amount normally required for an annual filing. A 

18 fee shall not be charged for interim filings made to keep the 
19 materials filed with the division current and accurate. The 
20 annual filing shall be accompanied by a filing fee determined 
21 by the commissioner which shall be sufficient to defray the 
22 costs of administering this chapter. 
23 Sec. 2. Section 321!.4, Code 1997, is amended to read as 
24 follows: 

25 321I.4 DISCLOSURE TO PROVIDER. 
26 ~ A motor vehicle 
27 insurance policy shall 

service contract reimbursement 
not be issued, sold, or offered for 

28 sale in this state unless the reimbursement 
29 conspicuously states that the issuer of the 

insurance policy 
policy shall pay 

30 on behalf of the provider all sums which the provider is 
31 legally obligated to pay for failure to perform according to 
32 the provider's contractual obligations under the motor vehicle 
33 service contracts issued or sold by the provider. 
34 2. The provider shall comply with chapter 555A with 
35 respect to all contracts that are subject to regulation under 
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1 this chapter. A failure to comply is subject to the remedies 

2 and penalties provided in that chapter. 

3 Sec. 3. Section 321I.5, subsection 2, paragraph f, Code 

4 1997, is amended to read as follows: 

5 f. Clearly and conspicuously states the existence, terms, 

6 and conditions of a deductible amount, if any. 

7 Sec. 4. Section 321I.6, Code 1997, is amended to read as 

8 follows: 

9 321I.6 COMMISSIONER MAY PROHIBIT CERTAIN SALES 

10 INJUNCTION. 

11 The commissioner shall,-apo~-givi~g-a-te~-day-~etiee-te-a 

12 mete~-vehie%e-serviee-ee~traet-previder, issue an order 

13 instructing the provider to cease and desist from selling or 

14 offering for sale motor vehicle service contracts if the 

15 commissioner determines that the provider has failed to comply 

16 with a provision of this chapter. Upon the failure of a motor 

17 vehicle service contract provider to obey a cease and desist 

18 order issued by the commissioner, the commissioner may give 

19 notice in writing of the failure to the attorney general, who 

20 shall immediately commence an action against the provider to 

21 enjoin the provider from selling or offering for sale motor 

22 vehicle service contracts until the provider complies with the 

23 provisions of this chapter and the district court may issue 
24 the injunction. 

25 Sec. 5. Section 3211.11, subsection 1, paragraph g, Code 

26 1997, is amended to read as follows: 

27 g. A motor vehicle service contract provider shall not 

28 make, publish, disseminate, circulate, or place before the 

29 public, or cause, directly or indirectly, to be made, 

30 published, disseminated, circulated, or placed before the 

31 public in a newspaper, magazine, or other publication, or in 

32 the form of a notice, circular, pamphlet, letter, or poster, 

33 or over a radio or television station, or in any other way, an 

advertisement, announcement, or statement containing an 

5 assertion, representation, or statement with respect to the 
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1 motor vehicle service contract industry or with respect to a 

2 motor vehicle service contract provider which is untrue, 
3 deceptive, or misleading. It is deceptive or misleading to 
4 use any combination of words, symbols, or physical materials 
5 which by their content, phraseology, shape, color, or other 
6 characteristics are so similar to a combination of words, 
7 symbols, or physical materials used by a manufacturer or of 

8 such a nature that the use would tend to mislead a person into 

9 believing that the solicitation is in some manner connected 

10 with the manufacturer, unless actually authorized or issued by 

ll the manufacturer. 
12 Sec. 6. Section 321I.l2, subsection 1, paragraph a, Code 
13 1997, is amended by adding the following new subparagraph: 
14 NEW SUBPARAGRAPH. (4) Copies of all materials relating to 

15 claims which have been denied. 
16 Sec. 7. Section 523A.l, subsection 1, unnumbered paragraph 
17 4, Code 1997, is amended to read as follows: 

18 This section does not apply to payments for merchandise de-
19 livered to the purchaser. E~ee~~-Eer-eeske~s-efta-e~her-ty~es 

20 oE-±ftfter-b~r±e~-eofttaifters-or-eefterete-b~r±e%-ve~~ts-so%e 
21 aEter-d~iy-17-~995,-ee~±very Delivery includes storage in a 
22 warehouse ~fteer-the-eeft~ro%-oE-the-seller-or-eny-other 
23 wereho~se or storage facility approved by the commissioner 
24 wheft-e-reee±~t-oE-ownersh±~-±n-the-fteme-of-the-~~reheser-±s 
25 ee~±veree-to-the-~~reheser,-the-merehefteise-is-±ns~ree-age±nst 
26 %oss,-the-merehene±se-±s-~roteeted-ege±nst-eamege,-t±t~e-hes 
27 been-~rensferred-to-the-~~reheser,-the-merehendise-±s 
28 a~~ro~riete~y-±dent±f±ed-ene-eeser±bed-±n-e-menner-thet-it-een 
29 be-e±st±ng~±shee-from-o~her-similer-±tems-of-mereheneise,-the 
30 me~hod-of-s~orege-e~lows-for-v±s~e~-e~d±~s-of-the-mereheneise, 
31 ene-the-enn~e~-re~orting-req~irements-of-seetion-5i3A~i7 
32 s~bseet±on-1,-ere-sat±sf±ed. Concrete burial vaults and 
33 caskets sold after July 1, 1995, shall not be delivered in 
34 lieu of trustinq. The commissioner may prohibit delivery in 
35 lieu of trusting with regard to additional types of inner 
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1 burial containers and merchandise or establish standards for 

2 the approval of storage facilities, pursuant to rules adopted 

3 for that purpose. 

4 Sec. 8. Section 523A.5, subsection 2, Code 1997, is 

5 amended by adding the following new paragraphs: 

6 NEW PARAGRAPH. d. "Human remains" means the body of a 

7 deceased individual that is in any stage of decomposition or 

8 has been cremated. 

9 NEW PARAGRAPH. e. "Inner burial container" means a 

10 container in which human remains are placed for burial or 

11 entombment and, if only one container is used for purposes of 

12 burial or entombment, includes a container designed to serve 

13 the same function as merchandise commonly known as burial 

14 vaults, urn vaults, grave boxes, grave liners, and lawn 

15 crypts. 

16 Sec. 9. Section 523A.8, subsection 1, paragraph j, Code 

17 1997, is amended to read as follows: 

18 j. Include an explanation of regulatory oversight by the 

19 insurance division in twelve point bold type, in substantially 

20 the following language: 

21 THIS CONTRACT MBS~-BE-REP9R~EB-~-~HE-~9W~-!NS8RAN€E 

22 B~V!Si9N-B¥-THE-P!RS~-BA¥-9P-~€H-9P-~-Pebb9W!N6-¥~ IS 

23 SUBJECT TO RULES ADMINISTERED BY THE IOWA INSURANCE DIVISION. 

24 YOU MAY CALL THE INSURANCE DIVISION AT (INSERT TELEPHONE 
25 NUMBER) ~e-eeNP!RM-~HA~-¥9eR-€9N~RAe~-HAS-BEEN-REP9R~EB. 

26 WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO THE 

27 FOLLOWING ADDRESS: !9WA-SE€eRi'i'%ES-BeRHAB7 (INSERT ADDRESS) • 

28 Sec. 10. Section 523A.l4, Code 1997, is amended to read as 
29 follows: 

30 523A.l4 INJUNCTIONS. 

31 The attorney general or the commissioner may apply to the 

32 district court in any county of the state for an injunction to 

33 restrain a person subject to this chapter and any agents, 
employees, or associates of the person from engaging in 

conduct or practices deemed contrary to the public interest. 
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1 In any proceeding for an injunction, the attorney general or 

2 the commissioner may apply to the court for the issuance of a 

3 subpoena to require the appearance of a defendant and the 
4 defendant's agents and any documents, books, and records 
5 germane to the hearing upon the petition for an injunction. 
6 Upon proof of any of the offenses described in the petition 

7 for injunction the court may grant the injunction. The 
8 attorney general or the commissioner shall not be required to 

9 post a bond. 
10 Sec. 11. Section 523B.1, subsection 3, paragraph a, 
11 unnumbered paragraph 1, Code 1997, is amended to read as 

12 follows: 
13 "Business opportunity" means a contract or agreement, 
14 between a seller and purchaser, express or implied, orally or 
15 in writing, e~-en-%n%~%e%-%n~e~~men~-e~eeeding-~i~e-h~ndred 

16 do%%e~~7 where the parties agree that the seller or a person 
17 recommended by the seller is to provide to the purchaser any 
18 products, equipment, supplies, materials, or services for the 

19 purpose of enabling the purchaser to start a business, and the 
20 seller represents, directly or indirectly, orally or in 
21 writing, any of the following: 
22 Sec. 12. Section 523B.l, subsection 3, paragraph b, Code 
23 1997, is amended by striking the paragraph. 
24 Sec. 13. Section 523B.2, subsection 4, Code 1997, is 
25 amended to read as follows: 
26 4. EFFECTIVE DATE. A registration automatically becomes 
27 effective upon the expiration of the ~en~h fifteenth full 
28 business day after the complete filing is received by the 
29 administrator, provided that no order has been issued or 
30 proceeding is pending under subsection 10. The administrator 

31 may by order waive or reduce the time period prior to 
32 effectiveness, provided that a complete filing has been made. 
33 The administrator may by order defer the effective date until 
34 the expiration of the ~en~h fifteenth full business day after 
35 the filing of an amendment with the administrator. 
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l Sec. 14. Section 523B.2, subsection 8, paragraph c, 

2 subparagraph (13), Code 1997, is amended to read as follows: 
3 (13) The business opportunity seller that ~s-req~iree-eo 

4 see~re secures a bond pursuant to seeeion-5i3B~4 subsection 10 
5 shall include in the disclosure document the following 

6 statement: "As required by the state of Iowa, the seller has 
7 secured a bond issued by [insert name and address of surety 
8 company], a surety company, authorized to do business in this 
9 state. Before signing a contract or agreement to purchase 

10 this business opportunity, you should check with the surety 
11 company to determine the bond's current status." 

12 Sec. 15. Section 523B.2, subsection 10, paragraph a, Code 
13 1997, is amended by adding the following new subparagraph: 
14 NEW SUBPARAGRAPH. (9) The seller does not have a minimum 

15 net worth of twenty-five thousand dollars, as determined in 
16 accordance with generally accepted accounting principles. A 
17 seller may submit a surety bond in lieu of the net worth 
18 requirement. The administrator may by rule or order increase 
19 the amount of the net worth or bond for the protection of 
20 purchasers and may require the seller to file reports of all 
21 sales in this state to determine the appropriate amount of the 
22 net worth requirement. The surety bond shall be for the 

23 period of the registration, issued by a surety company 
24 authorized to do business in this state and for the benefit of 
25 any purchaser. 
26 Sec. 16. Section 523B.3, subsection 1, Code 1997, is 
27 amended to read as follows: 
28 1. ~¥PES-eP EXEMPTIONS. The following business 
29 opportunities are exempt from the requirements of section 
30 523B.2: 
31 a. The offer or sale of a business opportunity if the 
32 purchaser is a bank, savings and loan association, trust 
33 company, insurance company, credit union, or investment 

company as defined by the federal Investment Company Act of 
5 1940, a pension or profit-sharing trust, or other financial 
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1 institution or institutional buyer, or a dealer broker-dealer 
2 registered pursuant to chapter 502, whether the purchaser is 

3 acting for itself or in a fiduciary capacity. 

4 ~b~---~A~n~o~f~f~e~r~o~r-=s~a~l~e~o~f~a~b~u~s~in~e~s~s~o~p~po~r~t~u~n~i~t~yL-t~o=-~a~n 
5 ongoing business where the seller will provide products, 

6 equipment, supplies, or services which are substantially 
7 similar to the products, eguipment, supplies, or services sold 

8 by the purchaser in connection with the purchaser's ongoing 
9 business. 

10 c. An offer or sale of a business opportunity where the 
ll initial investment is less than five hundred dollars. 

12 d. An offer or sale of an ongoing business operated by the 
13 seller which is to be sold in its entirety. 

14 e. An offer or sale of a business opportunity by an 
15 executor, administrator, sheriff, receiver, trustee in 
16 bankruptcy, guardian, or conservator, or a judicial offer or 
17 sale of a business opportunity. 
18 b~ f. The offer or sale of a business opportunity which is 
19 defined as a franchise under section 523B.l, subsection 4, 
20 provided that the seller delivers to each purchaser at the 
21 earlier of the first personal meeting between the seller and 
22 the purchaser, or ten business days prior to the earlier of 
23 the execution by a purchaser of a contract or agreement 
24 imposing a binding legal obligation on the purchaser or the 
25 payment by a purchaser of any consideration in connection with 
26 the offer or sale of the business opportunity, one of the 
27 following disclosure documents: 
28 (1) A uniform franchise-offering circular prepared in 
29 accordance with the guidelines adopted by the North American 
30 securities administrators association, inc., as amended 
31 through September 21, 1983. 

32 (2) A disclosure document prepared pursuant to the federal 
33 trade commission rule entitled "Disclosure requirements and 
34 prohibitions concerning franchising and business opportunity 
35 ventures", 16 C.P.R. § 436 (1979). 
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1 For the purposes of this paragraph, a personal meeting 
2 means a face-to-face meeting between the purchaser and the 
3 seller or their representatives, which is held for the purpose 
4 of discussing the offer or sale of a business opportunity. 

5 The administrator may by rule adopt any amendment to the 

6 uniform franchise-offering circular that has been adopted by 

7 the North American securities administrators association, 
8 inc., or any amendment to the disclosure document prepared 
9 pursuant to the federal trade commission rule entitled 

10 "Disclosure requirements and prohibitions concerning 
11 franchising and business opportunity ventures", 16 C.F.R. § 

12 436 (1979), that has been adopted by the federal trade 

13 commission. 
14 e.--~he-erfer-or-~a~e-of-a-~~~i"e~~-oppert~ftity-fer-whieh 

15 the-ea~h-~ayme"t-made-~y-a-~~reha~er-does-ftot-exeeed-f±Ye 

16 h~ftdred-doiiar~-a"d-the-payme"t-±s-made-for-the-ftet-for-~rof±t 
17 ~a~e-of-~aie~-demo"~trat±oft-eqHi~meftt,-materiai,-or-~am~%e~, 

18 or-the-~aymeftt-±~-made-fer-~redttet-iftve"tery-seid-to-the 

19 ~ttreha~er-at-a-~o"a-fide-who~e~aie-priee• 
20 g. An offer or sale of a business opportunity which 
21 involves a marketing plan made in conjunction with the 
22 licensing of a federally registered trademark or federally 
23 registered service mark provided that the seller has a minimum 
24 net worth of one million dollars as determined on the basis of 
25 the seller's most recent audited financial statement prepared 
26 within thirteen months of the first offer in this state. Net 
27 worth may be determined on a consolidated basis if the seller 
28 is at least eighty percent owned by one person and that person 
29 expressly guarantees the obligations of the seller with regard 
30 to the offer or sale of a business opportunity claimed to be 
31 exempt under this paragraph. 
32 d. The offer or sale of a business opportunity which the 

33 administrator exempts by order or a class of business oppor
tunities which the administrator exempts by rule upon the 
finding that the exemption would not be contrary to public 
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1 interest and that registration would not be necessary or ap-

2 propriate for the protection of purchasers. 

3 Sec. 17. Section 523B.3, subsection 2, paragraph a, Code 

4 1997, 

5 a. 
is amended to read as follows: 

~he If the public interest of the protection of 

6 purchasers so requires, the administrator may by order deny or 

7 revoke an exemption specified in this section with respect to 

8 a particular offering of one or more business opportunities. 

9 An order shall not be entered without appropriate prior notice 

10 to all interested parties, opportunity for hearing, and 

11 written findings of fact and conclusions of law. 

12 Sec. 18. Section 5238.7, subsection 1, paragraph a, Code 

13 1997, is amended to read as follows: 

14 1. a. A person who violates see~ion-5%38.4-o~ section 

15 523B.2, subsection 1, 8, or 9, is liable to the purchaser in 

16 an action for rescission of the agreement, or for recovery of 
17 all money or other valuable consideration paid for the 

18 business opportunity, and for actual damages together with 
19 interest as determined pursuant to section 668.13 from the 

20 date of sale, reasonable attorney's fees, and court costs. 

21 Sec. 19. Section 523B.8, subsection 4, Code 1997, is 

22 amended to read as follows: 

23 4. a. If it appears to the administrator that a person 
24 has engaged, is engaged, or is about to engage in any act or 

25 practice constituting a violation of this chapter, or of a 
26 rule or order adopted or issued under this chapter, the 
27 administrator may ~ake-ei~her-or-bo~h-of-~he-£o%%owing 
28 aetions~ 

29 a•--Noti£y-~he-a~~orney-gene~a%-who-sna±± bring an action 

30 in the district court to enjoin the acts or practices 

31 constituting the violation and to enforce compliance with this 

32 chapter or any rule or order adopted or issued pursuant to 

33 this chapter. Upon a proper showing a permanent or temporary 

34 injunction shall be granted and a receiver or conservator may 
35 be appointed for the defendant or the defendant's assets. 
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1 b.--B~f"g-an-aeefon-±n-diseriee-eo~rt• Upon proper showing 
2 by the administrator, the court may enter an order of 
3 rescission, restitution, or disgorgement, as well as 
4 prejudgment and postjudgment interest, directed at any person 

5 who has engaged in an act constituting a violation of this 

6 chapter. 
7 ~ The administrator, in bringing an action under 

8 paragraph "a", shall not be required to post bond. 
9 Sec. 20. Section 523B.ll, subsection 1, Code 1997, is 

10 amended to read as follows: 
11 1. A seller who willfully violates seee±o"-5~3B>47 section 

12 523B.2, subsection 1, 8, or 9, or section 523B.l2, subsection 
13 2, who willfully violates a rule under this chapter, who 
14 willfully violates an order of which the person has notice, or 
15 who violates section 523B.l2, subsection 1, knowing that the 

16 statement made was false or misleading in any material 
17 respect, upon conviction, is guilty of a class "D" felony. 
18 Each of the acts specified constitutes a separate offense and 
19 a prosecution or conviction for any one of such offenses does 
20 not bar prosecution or conviction for any other offense. 
21 Sec. 21. Section 523B.12, Code 1997, is amended by adding 
22 the following new subsection: 
23 NEW SUBSECTION. 4. MISREPRESENTATIONS, OMISSIONS, AND 

24 MISLEADING CONDUCT. It is unlawful for a business opportunity 
25 seller to do any of the following: 
26 a. Misrepresent, by failure to disclose or otherwise, the 
27 known required total investment for such business opportunity. 
28 b. Misrepresent or fail to disclose efforts to sell or 
29 establish more business opportunities than it is reasonable to 
30 expect the market or market area for the particular business 
31 opportunity to sustain. 
32 c. Misrepresent the quantity or the quality of the 
33 products to be sold or distributed through the business 

opportunity. 
d. Misrepresent the training and management assistance 
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1 available to the business opportunity purchaser. 

2 e. Misrepresent the amount of profits, net or gross, which 

3 the business opportunity purchaser can expect from the 

4 operation of the business opportunity. 

5 f. Misrepresent, by failure to disclose or otherwise, the 

6 termination, transfer, or renewal provision of a business 

7 opportunity agreement. 

8 g. Falsely claim or imply that a primary marketer or 

9 trademark of products or services sponsors or participates 

10 directly or indirectly in the business opportunity. 

ll h. Assign a so-called exclusive territory encompassing the 

12 same area to more than one business opportunity purchaser. 

13 i. Provide vending locations for which written 

14 authorizations have not been granted by the property owners or 

15 lessees. 

16 j. Provide merchandise, machines, or displays of a brand 

17 or kind substantially different from or inferior to those 

18 promised by the business opportunity seller. 

19 k. Fail to provide the purchaser a written contract. 

20 1. Misrepresent the ability of a person or entity 

21 providing services to provide locations or assist the 

22 purchaser in finding locations expected to have a positive 

23 impact on the success of the business opportunity. 

24 m. Misrepresent or omit to state a material fact or create 

25 a false or misleading impression in the sale of a business 

26 opportunity. 

27 Sec. 22. Section 523C.7, Code 1997, is amended by adding 
28 the following new subsection: 

29 NEW SUBSECTION. 5. A residential service contract shall 

30 comply with chapter SSSA. A failure to comply is subject to 

31 the remedies and penalties provided in that chapter. 

32 Sec. 23. Section 523E.8, subsection 1, paragraph j, Code 

33 1997, is amended to read as follows: 

34 j. Include an explanation of regulatory oversight by the 

35 insurance division in twelve point bold type, in substantially 
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1 the following language: 
2 THIS CONTRACT M8S~-BE-REP6R~EB-~9-~HE-%9WA-fNSeRAN€E 
3 BiY%SfeN-B¥-!HE-PfRS!-BA¥-9P-MAR€H-6P-!HE-P9bb9WiNS-¥EAR ~ 
4 SUBJECT TO REGULATIONS ADMINISTERED BY THE IOWA INSURANCE 
5 DIVISION. YOU MAY CALL THE INSURANCE DIVISION AT (INSERT 

6 TELEPHONE NUMBER) ~e-eeNPiRM-~HA~-¥66R-€9NPRA€!-HAS-BEEN 

7 REP9RPEB. WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE MAILED TO 

8 THE FOLLOWING ADDRESS: feWA-SE€6Ri!fES-BSREA5 (INSERT 

9 ADDRESS). 
10 Sec. 24. Section 523E.l4, Code 1997, is amended to read as 
11 follows: 
12 523E.l4 INJUNCTIONS, 
13 The attorney general or the commissioner may apply to the 
14 district court in any county of the state for an injunction to 
15 restrain a person subject to this chapter and any agents, 
16 employees, or associates of the person from engaging in 
17 conduct or practices deemed contrary to the public interest. 

18 In any proceeding for an injunction, the attorney general or 
19 the commissioner may apply to the court for the issuance of a 
20 subpoena to require the appearance of a defendant and the 
21 defendant's agents and any documents, books, and records 
22 germane to the hearing upon the petition for an injunction. 
23 Upon proof of any of the offenses described in the petition 
24 for injunction the court may grant the injunction. The 
25 attorney general or the commissioner shall not be required to 
26 post a bond. 
27 Sec. 25. Section 523I.6, subsection 1, paragraph e, Code 
28 1997, is amended to read as follows: 
29 e. The nonexclusive preneed and at-need sale of menHmeft~~~ 
30 memer~ais,-mer~ers,-bHr~ai-•att%~~,-Hrns,-fiewer-va~e~,-fierai 
31 erren~ement~,-and-o~her the following: 
32 (1) Monuments. 
33 (2) Memorials. 

(3) Markers. 
(4) Installation of monuments, memorials, or markers. 
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l (5) Burial vaults. 

2 ( 6) Urns. 

3 Pl Flower vases. 

4 ( 8) Floral arrangements. 

5 (9) Other similar merchandise for use within the cemetery. 

6 Sec. 26. Section 566A.l, subsection l, Code 1997, is 

7 amended to read as follows: 

8 1. A corporation or other form of organization engaging in 

9 the business of the ownership, maintenance, or operation of a 

10 cemetery, which provides lots or other interment space for the 

11 remains of human bodies, is subject to this chapter. However, 

12 a religious cemetery is subject only to subsection 2, and 

13 sections 566A.2A and 566A.2B. A-eemeeery-with-a¥era~e-reteii 

14 se%es-eq~ei-ee-er-iess-ehaft-r±ve-ehe~send-doiiars-£or-the 

15 ~revietts-three-eeieftdar-years-%s-exem~t-rrem-seeeieft-566A.~€• 

16 Political subdivisions of the state which are counties are 

17 exempt from this chapter. Political subdivisions of the state 

18 other than counties are subject only to sections 566A.lA, 
19 566A.2A, 566A.2B, and 566A.2D. 
20 Sec. 27. Section 566A.lA, subsection 2, Code 1997, is 

21 amended to read as follows: 
22 2. "Cemetery" means a cemetery, mausoleum, columbarium, or 

23 other space held for the purpose of burial, scattering, 
24 entombment, or inurnment of human remains and where such space 
25 

26 

is offered for sale to the public. 

Sec. 28. Section 566A.2C, subsection 2, Code 1997, is 

27 amended to read as follows: 
28 2. The commissioner shall permit the filing of a unified 
29 annual report in the event of commonly owned or affiliated 
30 cemeteries. A-~iitieei-s~&division-sttb;eet-ee-this-seetion 

31 may-eemmin~%e-~erpetttei-eere-£ttftds-£er-pttr~ses-e£-±nvesemene 

32 end-edmiftistreeieft-and-may-£%%e-e-singie-re~rt,-ir-eaeh 

33 eemetery-is-eppreprieeeiy-idefte±ried-and-separeee-reeords-are 

34 maifteaifted-rer-eaeh-eemetery• 

35 Sec. 29. Section 566A.2C, Code 1997, is amended by adding 
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1 the following new subsection: 

2 NEW SUBSECTION. 5. This section does not apply to a 

3 cemetery with average retail sales equal to or less than five 
4 thousand dollars for the previous three calendar years. 

5 Sec. 30. Section 566A.3, unnumbered paragraph 3, Code 

6 1997, is amended to read as follows: 

7 The initial perpetual care fund established for any 

8 cemetery shall remain in an irrevocable trust fund until such 

9 time as this fund has reached r~rty one hundred thousand 

10 dollars, when ~t the initial twenty-five thousand dollar 

11 deposit may be withdrawn ae-the-~ate-or-one-thottsane-eo~~ars 
12 £~om-the-o~~g~na%-twenty-£ive-thottsand-do~%a~s-£or-eaeh 

13 additiona~-three-thottsand-do%%ars-added-to-the-£ttnd7-ttntii-a%~ 
14 o£-the-twenty-rive-thottsand-do%%a~s-has-been-withd~awn. An 

15 affidavit shall be filed with the commissioner providing prior 

16 notice of the withdrawal and attesting that the money has not 

17 previously been withdrawn. Except as approved by the 

18 commissioner upon sufficient proof that the money has not 

19 previously been withdrawn, the withdrawal must take place 

20 within one year after the fund reaches one hundred thousand 
21 dollars. 

22 Sec. 31. Section 566A.l2, subsection 4, paragraph b, Code 
23 1997, is amended to read as follows: 

24 b. The commissioner or the attorney general may apply to 
25 the district court in any county of the state for a 

26 receivership. Upon proof of any of the grounds for a 

27 receivership described in this section the court may grant a 
28 receivership. 

29 Sec. 32. Section 566A.l2, subsection 5, Code 1997, is 
30 amended to read as follows: 
31 5. INJUNCTIONS. The commissioner or the attorney general 
32 may apply to the district court for an injunction to restrain 

33 any cemetery subject to this chapter and any agents, 

4 employees, trustees, or associates of the cemetery from 
5 engaging in conduct or practices deemed a violation of this 
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1 chapter or rules adopted pursuant to this chapter. Upon proof 
2 of any violation of this chapter described in the petition for 
3 injunction, the court may grant the injunction. The 
4 commissioner or the attorney general shall not be required to 

5 post a bond. Failure to obey a court order under this 

6 subsection constitutes contempt of court. 
7 Sec. 33. Section 523B.4, Code 1997, is repealed. 
8 EXPLANATION 

9 This bill relates to entities and subject matter under the 

10 regulatory authority of the regulated industries unit of the 
11 insurance division. Specifically, the bill amends provisions 
12 relating to business opportunities, cemeteries and cemetery 
13 merchandise, preneed funeral merchandise and services, motor 
14 vehicle service contracts, and residential service contracts. 

15 Code section 321I.3 is amended to provide that a person in 
16 the business of selling motor vehicle service contracts must 
17 promptly file copies of amended documents used by such person 

18 with the insurance division. The bill provides that the 
19 division is to assess an additional filing fee twice the 
20 amount normally associated with an annual filing if the annual 
21 filing occurs after August 1 and sales of such service 
22 contracts have occurred after August 1 and prior to the filing 
23 of the annual statement. 

24 Code section 321!.4 is amended to provide that motor 
25 vehicle service contracts are subject to the provisions of 
26 Code chapter 555A, relating to door-to-door sales. 
27 Code section 3211.5 is amended to provide that motor 
28 vehicle service contracts must clearly state the terms and 
29 conditions of a deductible amount, if one exists. 
30 Code section 3211.6 is amended and eliminates the 10-day 
31 notice requirement which currently must be given prior to an 
32 order being issued by the insurance commissioner instructing 
33 the service contract provider to cease selling such contracts. 
34 Code section 3211.11 is amended to provide that it is 
35 deceptive or misleading to use any combination of words, 
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1 symbols, or physical materials which are so similar to such 

2 combinations used by a manufacturer or which tend to mislead a 

3 person into believing that the solicitation is in some manner 

4 connected with the manufacturer, unless such use is authorized 

5 by the manufacturer. 

6 Code section 321!.12 is amended to require a motor vehicle 

7 service contract provider to include copies of all materials 

8 relating to denied claims in the provider's records. 

9 Code section 523A.l provides that the trusting requirements 

10 established in that section do not apply to payments for 

11 merchandise delivered to the purchaser. The section is 

12 amended to prohibit delivery in lieu of trusting with respect 

13 to concrete burial vaults and caskets sold after July 1, 1995. 
14 The bill provides that the commissioner may also prohibit 

15 delivery in lieu of trusting with respect to additional types 

16 of inner burial containers and merchandise, or may establish 

17 standards for the approval of storage facilities for such 

18 containers and merchandise. Currently, except for caskets and 

19 other types of inner burial containers or concrete burial 

20 vaults sold after July 1, 1995, delivery includes storage in a 

21 warehouse under the control of the seller or any other 
22 warehouse approved by the commissioner when a receipt of 
23 ownership naming the purchaser is delivered to the purchaser, 
24 the merchandise is insured and protected against damage, title 

25 has been transferred to the purchaser, the merchandise is 
26 appropriately identified and distinguishable from any other 

27 similar items, and the annual reporting requirements are 
28 satisfied. 

29 Code section 523A.5 is amended to add definitions for the 

30 terms "human remains" and "inner burial container". 
31 Code section 523A.8 is amended by changing language which 
32 must be included in a funeral merchandise or funeral services 

33 agreement. Currently the language provides that the contract 

4 (agreement) must be reported to the insurance division by the 

5 first day of March of the following year and that the 
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1 individual purchasing such merchandise or services may call 
2 the insurance division to confirm that the contract has been 
3 reported. The language is amended by striking the reporting 
4 language and inserting language that the contract is subject 
5 to rules administered by the insurance division. The bill 

6 also strikes the specific reason for calling the insurance 

7 division (to confirm the contract has been reported) but 
8 leaves the general language indicating that the individual may 
9 call the division. 

10 Code section 523A.l4 is amended to provide that neither the 
11 attorney general nor the commissioner are required to post 
12 bond when seeking an injunction to restrain a person from 
13 engaging in conduct deemed contrary to the public interest 
14 with respect to the selling of funeral services or 
15 merchandise. 

16 Code section 523B.l is amended by eliminating the $500 
17 minimum initial investment for purposes of defining what is a 

18 business opportunity and by striking language excluding 
19 certain offers from the definition of a business opportunity. 
20 Code section 523B.~ is amended by increasing the time 
21 period after which a business opportunity registration becomes 
22 automatically effective from 10 to 15 days (the effectiveness 
23 of registration amendments may also be deferred for 15 days), 
24 and by providing that the administrator (insurance 
25 commissioner) may issue an order denying effectiveness to, or 
26 suspending or revoking the effectiveness of, a registration if 
27 the administrator finds that the seller does not have a 
28 minimum net worth of $25,000. The bill provides that the 
29 business opportunity seller may submit a surety bond in lieu 
30 of the net worth requirement. 
31 Code section 523B.3 is amended by striking language which 
32 exempts from the registration requirements of Code chapter 
33 523B, an offer or sale of a business opportunity for which the 
34 cash payment made by a purchaser does not exceed $500 and the 
35 payment is made for the not-for-profit sale of sales 
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1 demonstration equipment, material, or samples, or the payment 
2 is made for product inventory sold to the purchaser at a bona 

3 fide wholesale price. The bill establishes several other 
4 categories of offers or sales of business opportunities which 
5 are exempt from the registration requirements. These include 
6 the offer or sale of a business opportunity to an ongoing 
7 business, where the initial investment is less than $500, to 

8 an ongoing business operated by the seller which is to be sold 
9 in its entirety, or by an executor, administrator, sheriff, 

10 receiver, trustee in bankruptcy, guardian, or conservator, or 

11 a judicial offer or sale. The bill also provides that the 

12 administrator (insurance commissioner) may deny or revoke an 
13 exemption from the registration requirement with respect to a 
14 particular offering if the public interest or the protection 
15 of purchasers requires such action. 
16 Code section 5238.8 is amended to permit the administrator 
17 (insurance commissioner) to directly bring an action to enjoin 

18 acts or practices, rather than notifying the attorney general 
19 who would then bring the action. 
20 Code section 5238.12(4) is created and identifies acts 
21 which are deemed to be misrepresentations, omissions, and 
22 misleading conduct associated with business opportunities. 
23 The bill provides that such acts are unlawful. 
24 Code section 523C.7 is amended and provides that 
25 residential service contracts are to comply with Code chapter 
26 555A, relating to door-to-door sales. 
27 Code section 523E.8 is amended by changing language which 
28 must be included in a cemetery merchandise agreement. 
29 Currently the language provides that the contract (agreement) 
30 must be reported to the insurance division by the first day of 
31 March of the following year and that the individual purchasing 
32 such merchandise may call the insurance division to confirm 
33 that the contract has been reported. The language is amended 

by striking the reporting language and inserting language that 
the contract is subject to rules administered by the insurance 
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1 division. The bill also strikes the specific reason for 

2 calling the insurance division (to confirm the contract has 
3 been reported) but leaves the general language indicating that 
4 the individual may call the division. 
5 Code section 523E.l4 is amended to provide that neither the 
6 attorney general nor the commissioner are required to post 
7 bond when seeking an injunction.to restrain a person from 
8 engaging in conduct deemed contrary to the public interest 

9 with respect to the selling of cemetery merchandise. 

10 Code section 523I.6 is amended to provide 

11 within the boundaries of the cemetery lands, 
12 nonexclusive preneed and at-need sale of the 
13 monuments, memorials, or markers. 

that a cemetery, 

may offer the 

installation of 

14 Code section 566A.l is amended by striking language 
15 exempting nonperpetual care cemeteries with average retail 
16 sales of less than $5,000 from the annual reporting 

17 requirements. This language is reenacted in Code section 
18 566A.2C. 
19 Code section 566A.lA is amended to include the scattering 
20 of human remains in the definition of "cemetery". 
21 Code section 566A. 2C is amended by striking language which 
22 permits a political subdivision to commingle perpetual care 
23 funds for purposes of investment and administration, if each 
24 cemetery is appropriately identified and separate records are 
25 maintained for each cemetery. 

26 Code section 566A.3 is amended by increasing the amount 
27 which a perpetual care cemetery must deposit in an irrevocable 
28 trust fund from $50,000 to $100,000 prior to being able to 
29 withdraw the initial $25,000 which must be deposited before 
30 the perpetual care cemetery can commence doing business. The 
31 withdrawal must be made within one year after the fund reaches 
32 $100,000 unless otherwise approved by the insurance 
33 commissioner. 

34 Code section 566A.l2 is 
35 insurance commissioner may 

amended to provide that the 
apply to the district court 
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1 receivership with respect to a perpetual care cemetery. The 
2 Code section l.S also amended to permit the insurance 
3 commissioner to apply to the district court for an injunction 

4 to restrain a perpetual care cemetery from engaging in conduct 

5 or practices deemed to be in violation of Code chapter 566A. 
6 The bill provides that neither the insurance commissioner nor 
7 the attorney general are required to post a bond when seeking 
8 such injunction. 

9 Code section 5238.4 is repealed. This section requires 
10 that a seller, in connection with an offer or sale of a 
11 business opportunity, must have at all times a minimum net 

12 worth of $25,000 or obtain a surety bond. 
13 
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SBHA'I'E lo'IUt 2116 

AN ACT 

R£LA'I'INC 'I'O ENTITIES AND SUBJECT MATTER UNDER THB REGULA'l'ORY 

AU'tUORIT'i OP 'l'HE RBGULA'I'£D INDUSTRIES UNIT OF THE INSURANCE 

DIVISION, INCLUDING BUSINESS OPPORTUNITIES, CEME'I'RRIBS, A»O 

CEMETERY MERC!II\NDISE, MOTOR VEHtCr,e: SERVICP: CONTRACTS, 

PRRNEEO 1-'UNERAL MERCHANDISE AND SRRVICES, AND RESIDENTIAL 

SERVICE COtiTRACTS, PROVIDING POR PEBS, AND ESTABLISHING 

PENALTIES. 

BB IT P.:NAC"TBD BY TAE GENERAL ASSEMBLY OF TUB STATE OF IOWA: 

Section 1. Section J21I.l, subsection 2, Code 1997, is 
amended to re3d as followa1 

2. In addition to any other required filing&, a true and 
correct copy of the service contract and the provider's 

rei~bursement insurance policy. the consent to service of 
procags on the commissioner, and such other information aa the 
cotr~mlastoner require-s, 11hall be !iled annually no later than 
the first day of August. If the firat day of August fall& on 

a weekend or a holiday, the date for filing shall be the next 
business day. In addition to the annual filing. the provider 

shall promptly file copiea of any amended documents. tf 

material amendments have been made in the materials on file 

with the division. If an annual filing is made after the 
first of August and sales have occurred during the period when 

the provider waa in noncompliance witn this section, the 

division shall assess an additional filing fee that is two 
times the amount normally required for an annual filing. A 

fee shall not be charged for lnterim fillnga nade to keep the 

~at&rials filed with the djvision current and accurate. The 

annual filing shall be accompanied by a filinq fee determined 
by the commissioner which shall be sufficient to defray the 

costs of admini&tering this chapter. 

• • 
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Sec. 2. Section 3211.5, subsection 2, paragraph f, Code 
1997, is amended to read as follows: 

f. Clearly and conspicuously states the date~ that 
coverage otarts and ends ,)nd the existence, tccma, and 

conditions of a deductible amount, lf any. 
Sec. 3. Section 321!.5, Cotle 1997, is amended by adding 

the followin9 new subsection: 
NEW SUBSECTION. 3. A complete copy of the terms of the 

notor vehicle service contract shall be delivered to the 
prospective service contract holder at or before the time that 
the prospective service contract holder makeo application for 
the service contract. If there is no separate application 

procedure, then a co1nplete copy of the motor vehicle service 
contract shall be delivered to the service contract holder at 
or before the time the service contract holder becomes bound 
under the contract. 

Sec. 4. Section 32lr.6, Coda 1997, ia amended to read aa 
follows: 

J21L6 COMMISSIOnER MAY PROHIBIT CERTAIN SArJES 

INJUNCTION. 

The commissioner shallt-npo~-~ivin~-a-ten-dey-not~ee-to-a 
~otor-vehieie-~er.~ee-eo"traet-provider 7 lssue an order 
instructing the provider to cea~e and desist from selling or 

offerinq for sale motor vehicle service contracts if the 
commissioner determines that the provider has failed to comply 

with a provision or this chapter. Upon the failure of a motor 
vehicle service contract provider to obey a cease and deslst 

order issued by the commissioner, the commissioner may qlve 

notice in writing of the failure to the attorney general, who 

shall immediately convnence an action aqainst the provider to 
enjoin the provider frOTII sellinq or offering for sale motor 

vehicle service contracts until the provider complies with the 

provisions of this chapter and the district court may issue 
the injunction. 

(/) , 
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Sec. 5. Section 3211.11, subsection 1, paraqraph 9· Code 

1997, is amended to read as follows: 

q. A motor vehicle service contract provider shall not 
rnake, publish, disseminate, circulate, or plac~ before the 

public, or cause, directly or indirectly, to be made, 
published, disseminated, c1rculated, or placed before the 
public in a newspaper, magazine, or other publication, or in 
the form of a notice, circular, pAmphlet, letter, or poster, 

or over a radio or television station, or in any other way, an 

advertisement, announcement, or statement containlng an 

assertion, representation, or statement with respect to the 

motor vehicle service contract industry or wlth respect to a 
~otor vehicle service contract provider which i& untrue, 
deceptive, or misleading. It is deceptive or ~lsleading to 

use a"y co~binatlon of words, symbols, or physical materials 
which bv their content. phraseology, shape, color. or other 

characteristics are so similar to a combination of words, 

symbols, or physical materials used by a manufacturer or of 

such a nature that tho use would tend to mislead a person into 
believing that the solicitation is ln some manner connected 
with the manufacturer, unless actually authorized or issued by 

the manufacturer. 
S~c. 6. secuon 3211.12, subsection 1, paragraph a, Code 

i997, is amended by adding the following new subparagraph: 

»gw SUBPARAGRAPH. (4) COpies of all materials relat1ng to 

claims which have been denied. 
Sec. 7. Sect.lon S23A.l, subsection 1, unnumbered paragraph 

4, Code l997, is amended to read as follows: 
~his section doas not apply to payments for merchandise de

livered to the purchaser. Bxeept-for-eaakets-and-ether-type• 

oE-~n~e~-bdrial-eentainers-er-cenerete-buriel-wettits-sol~ 

eEter-~ttly-tr-19957 -detivery Delivery includes storage in a 
warehouse ~~der-the-eontrol-of-the-~eller-or-any-otner 

wareho~~e or storage facility approv~d by the comMissioner 
when-e-•eeeipt-eE-ewnership-in-the-naee-of-the-p~rehaeer-ts 

• • 
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deltwered-te-the-pdrche~etr-the-~erehcndtee-ie-in~nre~-e~ainet 

ioe!! 1 -the-l'l!.erehal'ldiee-ie-proteeted-ege*~st-~ema9e 7 -titie-has 

heen-trane@erred-to-the-p~•ehaaerT-the-~erehandiae-t8 

apprcpriately-tdentifi~d-a~~-~eaertbed-in-a-~anner-that-it-ea~ 

he-dtetin~dished-fre~-other-a+~+iar-ite~e-o@-~erehendieer-the 

method-ef-eterege-aitowa··for-vie~ai-eudits-of-the-~erehendiaer 

and-the-enndal-reportin~-req~trel'l!.ente-of-aeetion-5i3A~iT 

•~bseetien-lr-are-aettsfted. Concrete burial vaults and 
caskets sold after July 1, 199S, shall not be delivered in 
lieu of trusting. The commissioner may prohibit delivery in 
lieu of trusting with regard to additional types of inner 

burial containers and rnerchandlsc or establish standards for 
the approval of storage facilities. Pursuant to rules adopted 

for that purpose. 
Sec. 8. Section S23A.S, subsection 2, Code 1997, is 

amended by adding the following new paragraph: 

NEW PARAGRAPH. d. "Inner burial container'' means a 

container in which human remains are placed for burial or 
entombment and, if only one container is used for purposes of 

burial or entombment, includes a container designed to serve 
the aame function as rnerchandisc coi'M'.only known as burial 
vaults, urn vaulte, 9rave boxes, grave liners, and lawn 

crypts. 
Sec. 9. Section 523A.8, subsection l, para9raph j, Code 

1997, is amended to read as follows: 
;. Include an explanation of regulatory overslqht by the 

insurance divlaton ln twelve point bold type, in substantially 

the following language: 
THIS CONTRACT MUS!-BR-RBP9R~B9-99-!H6-f8WA-fNSURANeB 

9lY!8!8N-BY-9HB-PfR6~-9AY-9P-KAReH-9P-986-P8bb8WfNB-YBAR !! 
SOBJECT TO RULES ADMINiSTERED BY TR& IOKA INSURANCE DIVISION. 
YOU HAY CALL THE INSURANCE DIVISION AT (INSERT TELEPHONE:: 

NUMBER) '8-e8NPfRM-!HA!-Y8UR-e8N!RAe!-HA9-BBBN-REP9R~B9. 

WRITTEN INQUIRIES OR COMPLAINTS SHOULD RR KAILBD TO THE 

POLUY~ING AOORESS: i9WA-88eURt'IBS-BijRHAUy (INSERT ADDRESS) . 

• 
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Sec. 10. Section S23A.14, Code 1997, is amended to read as 

follows: 

S23A.l4 HlJUNC-liONS. 

The attorney qenP.ral or the commissioner may apply to the 
district court in any county of the state for an injunction to 

restrain a person subject to this chapter and any agents, 
employees, or assoclateB of the person from enqaqinq in 

conduct or practices deemed contrary to the public interest. 

In any proceeding for an ln)unctlon, the attorney general or 
the COJ!Ut'tisaioner r.'lay apply to the court for the issuance of a 

subpoena to require the appearanc~ of a defendant and the 

defendant's agents and any documents, books, and records 
qer111ane to the hearing upon the petition for an injunction. 

Upon proof of any of the offenses described in the petition 
for injunction the court may qrant th~ injunction, ~he 

attorney ~neral or the conunissioner !Jh.ail not be _reguir~~_!Q 
post a bond. 

S~c. 11. Section S23B.l, subsection l, paragraph b, Code 
1997, is amended by strikinq the paragraph. 

Sec. 12. Section 5238,2, subsection 4, Code 1997, is 
amended to read aa follows: 

4. EPFBC~IV£ DATE. A registration automatically becomes 

effective upon the expiration of the tenth fifteenth full 

business day after the complete filinq is received by the 
administrator, provided that no order has been issued or 
proceeding is pendinq under subsection 10. The administrator 
may by order waive or reduce the time period prior to 

effectiveness, provided that a co~plete filing has been made. 
The administrator ~ay by order defer the affective date until 

the expiration of the tenth fifteenth full business day after 

the filing of an anendment with the administrator. 
Sec. 13. Section S2JB.2, subsection 8, para9raph c, 

subparaqraph (13), Code 1997, is afflended to read as follows: 

(11) The business opporttlnity seller t.hat t-"-Feqn-i>t"ec1-tl'l 

~ee~re secures a bond pursuant to seetion-5i3Bo4 su~~ectlon lQ 

• • 
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shall include in the disclosure docur.~ent the follo·.dng 
!ltatement: ''As required by the .st. ate of" Io·...;a, the selle[ has 
secured a bond issued by [insert name and address of surety 
company}, a surety cornpany, autht,ri<!cd to do business in this 
state. Before signing a contract or agreement to purchase 

this business opportunity, you should check with the surety 
company to determine the bond's current atatus.~ 

Sec. 14. Section S2JB.2, subsection 10, paragraph a, Code 

1997, is amended by adding the follo·,dnq new subpara9raph: 

NEW SUBPARAGRAPH. (9) The seller does not have a m1n1mur.'l 
net worth of twenty-five thou!land dollars, as determined in 

accordance with 9enerally accepted accountin9 principles. A 
seller may submit a surety bond in lieu of tho net worth 
requirement. The administrator may by rule or order increase 
the amount of the net worth or bond for the protection of 

purchasers and may require the s~ller to file report~ of all 
salea in this state to determine the appropriate amount of tha 
net worth requirement. The surety bond !ihall be for the 

period of the registration, issued by a surety company 
•uthori~ed to do business in this state and for the benefit of 
any purchaasr. 

Sec. lS. Section S23B.3, subsection l, Code 1997, ls 
amended to read as follows1 

1. ~VPBB-GP EXEMPTIONS. The following business 

opportunities are exempt from the requirements of section 
$23A. 2: 

a. The offer or sale of a business opportunlty tf the 

purchaser is a bank, savings and loan aBsociation, trust 
company, insurance company, credit union, or investment 

company as defined by the federal Investment Company Act of 

1940, a pension or profit-shar1nq trust, or other financial 
institution or instit~ttonal buyer, or a dealer broker-~ealer 

registered pursuant to chapter ;ol, whether the purchaser is 
actin9 tor itself or in a fiduciary capacity. 

en 
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b. An offer or sale of a busin&s~ opportunity to an 

ongoing busines9 where the seller will provide products, 
equipment. supplies, or services which are substantially 
similar to the products, equipment, st1Ppl1es, or services sold 

by the purchaser in connection with the purchaser's ongoing 

business. 
c. An offer or sale of an ongoing business operated by the 

aeller which is to be sold in its entirety. 
d. An offer or sale of a business opportunity by an 

executor. administrator, sheriff, receiv&r, trustee in 
bank~uptcy, guardian, or conservator, or a judicial offer or 

aale of a business opportunity. 
hT ~ The offer or sal& of a business opportunity which is 

defined as a franchise under section 5238.1, subsection 4, 

provided that the seller delivers to each purchaser at the 
earlier of the first personal meeting b&tween the seller and 
the purchaser, or ten bueiness days prior to the earlier of 

the execution by a purchaser of a contract or a9reetr,ent 

l~pos1ng a binding le9al obligation on the purchaser or the 
payment by a purchaser of any consideration ln connection with 

the offer or sale of the business opportunity, one of the 

follocing diaclo~ure docu~ents: 
(1) A uniforM franchise-offering circular prepared in 

accordance with the guidelines adopted by the North AMerican 

securities administrators association, inc .• as amended 

through September 21, 1983. 
12) A disclosure document prepared pursuant to the federal 

trade colllr.'lission rule entitled ''Disclosure requirer.~enta and 

prohibitions concerning franchlsln9 and business opportunity 

ventures'', 16 C.F.R. S 436 (1979). 
For the purposes of this para9raph, a personal meetinq 

means a face-to-face meeting between the purchaser and the 

seller or their representatives, which is held for the purpose 

of discussing the offer or sale of a business opportunity. 
~he adnlnistrator may by rule adopt any amendment to the 

• • 
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uniform franchise-offP.ring circular that ha~ been adopted by 
the North American securities administrators association, 
lnc,, or any amendment to the diGclosure document prepared 

pursuant to th& federal trade comnission rule entitled 

"Disclosure requirements and prohibitions concerning 
franchising and busiilesa opportunity ventures". l& C.fo'.R. S 

436 (1979), that has been adopted by the federal trade 

corr.rnission. 
eT ~ The offer or sale of a business opportunity for 

vhich the cash payment made by a purchaser does not exceed 
five hundred dollars and the payment is made for the not-for
profit sale of sales d~monatration equipment, ~aterial. or 
samplea, or the payment ls made for product inventory sold to 
the purchaser at a bona !ide ~holesale price. 

g. An offer or sale of a bualneas opportunity which 
involves a marketing plan made in con1unction with the 
licensing o! a federally regiatared trademark or federally 

registered service mark provided that the seller has a minimum 
net worth of one ~illion dollars as determined on the basis of 

the seller's most recent audited financial statement prepared 

within thirteen months of the first offer in this state. Net 
worth may be determined on a consolidated basis if the seller 
ia at least eighty p~rcent owned by one person and that person 

expressly guarantees the obligations of the seller with regard 

to the offer or sale ot a business opportunity claimed to be 

exempt under this paragraph. 
d~ The offer or sale of a bua1ness opportun1ty which the 

administrator exempts by order or a class of business oppor

tunities which the ad~inlstrator exempts by rule upon the 

finding that the exemption ~auld not be contrary to public 
interest and that re9lstration would not be necessary or ap

propriate for the protection of purchasers. 
Sec. 16. Section ~238,3, subsection 2, paraqraph a, Code 

1997, is amended to read as follows: 

• 
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a. !tie I! the public lntere~t of the protection of 

2urchasers so reguir~s. th~ ad~lnlstrator may by ord~r deny or 

revoke an exPmptJon apecified ln this aection wlth respect to 
a particular offering of one or more businesB opportunities. 

An order sh,'\11 not be entered without appropriate prior notice 

to all ll\terested partie&, opportu1lity ror hearing, and 

written findings of fact and conclusions of law. 

Sec. 17. Section !;238. 7, sub!Jection 1, para9raph a, Code 

1997, is amended to read as follows: 

a. A person who violates eeetio~-523Bo4-or section 5238.2, 

subsection 1, 8, or 9, is liable to the purchaser in an action 
for re~ci~sion of the agreement, or for recovery of all money 
or other valuable consideration paid !or the business 
opportunity, and for actual da111a9e8 together with interest as 
deter~ined pursuant to section 668.13 fro~ the date of sale, 
reasonable attornP.y's fees, and court costs. 

Sec. 18. Section 5239.8, subsP.ct.ion 4, Code 1997, is 
amended to read as follows: 

4. !...:.. rt it appears to the adtnlniatrat.or that a person 
has enqaged, is engaged, or is about to enqa9e in any act or 
practice constituting a violation of this chapter, or of a 

rule or order adopted or issued under thi9 chapter, the 
administrator may take-eithe~-o~-both-of-the-foilowin' 
aetion:H 

ftT--Notify-the-atto~ney-gene~ai-who-ahaii bring an action 

in the district court to enjoin the acts or practices 
constituting the violation and to enforce compliance with this 

cnapter or any rule or order adopted or issued pursuant to 

tnis chapter. Upon a prop&r sho~inq a permanent or temporary 

injunction shall be granted and a receiver or conservator roay 
be appointed for the defendant or the defendant's assets. 

bT--B~ift~-en-aetion-in-diet•iet-ee~~tT Upon proper showing 

by the administrator, the court may enter an order of 

rescission, restitution, or disgorqement, as well as 

pre)ud<Jment and postjudql't'.ent interest, directed at any person 

.:.ii. • • 
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who has enqaged in an <u:t constituting a violation of this 
chapter. 

~ The administrator. in bringing an action und~r 
paragraph ''a'', shall not he required to post bond. 

Sec. 19. Section S23B.ll, subsection 1, Code 1997, ts 
aa-.ended to read as follows: 

l, A seller who willfully violates aeetton-S~3BT47 section 
5239.2, subsection 1, S, or 9, or section 5238.12, subsection 
2, who willfully violates a rule tmder this chapter, who 
willfully violates an order of which the person has notice, or 
who violates section 5238.12, subsection 1, know1nq that the 

statement 111ado was false or misleading in any material 
respect, upon conviction, is guilty of a class "Dn felony. 

Each of lhe acts specified constitutes a separate offense and 
a prosecution or conviction for any one of ~uch offenses does 
not bar prosecution or conviction for any other offense. 

SPc, 20. Section 5238.12, Code 1997, is amended by addinq 
tha following new subsection: 

NB\i SUBSEC'l'ION, <1. MISRBPRBSEN'l'ATIONS, OMISSIONS, AND 

MISLEADING CONDUCT. It is unlawful for a business opportunity 
sP.lier to do any of the following: 

a. Misrepresent, by failure to disclose or otherwise, the 
~nown required total investnent for such business opportunity. 

b. Misrepresent or fail to disclose efforts to sell or 

establish more businees opportunities than it is reasonable to 
expect the rnarket or market area for the particular business 
opportunity to sustain. 

c. Misrepresent the quantity or the quality of the 

productG to be sold or distributed through thn business 
opportunity. 

d. Misrepresent th& traininq and management assistance 

available to the business opportunity purchaser. 

e. Misrepresent the amount of profits, net or gross, which 

the busineBs opportunity purchaser can expect from the 

operation of the business opportunity. 

U> 
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t. Hi!lrepr~sent, by failure to disclose or otherwise, the 

termination, trana£er, or rene~al provision of a business 

opportunity agreement. 
g. Falsely claim or imply that a primary marketer or 

trade~ark of products or services sponsors or participates 

directly or indirectly in the business opportunity. 
h. Assign a so-called exclusive territory encompassing the 

same area to more than one buaine9a opportunity purchaser. 

i. Provide vending locations for which ~<~ritten 

authorizations have not been 9ranted by the property owners or 

lessees. 

j. Provide merchandise, machines, or displays of a brand 
or kind substantially different from or inferior to those 
promised by the business opportunity seller. 

k. Fail to provide the purchaser a written contract. 

1. Misrepresent the ability o! a person or entity 
providing services to provide locations or assist the 

purchaser in finding location~ expected to have a positive 
impact on the success of the business opportunity. 

m. Misrepresent or om1t to state a ~aterlal fact or create 

a false or mlaleadinq impression in the sale of a business 

opportunit:r·· 
Sec. 21. Section 523C.7, Code 1997, is a~ended by adding 

the following new subsection: 
NEW SUBSECl'lON. S.· A complete copy of the terms of the 

residential service contract shall be delivered to the 

prospective service contract holder at or before the time that 
the prospective service contract holder makes application for 

the service contract. If there is no separate application 

procedure, then a co~plete copy of the residential service 

contract shall be delivered to the service contract holder at 

or before the time the service contract holder beco~es bound 

under the contract. 
Sec. 22. Section 523F.,B, aubsP.ction 1, para9raph j, Code 

1997, is amended to read as follows: 

• • 
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j. Include an explanation of regulatory oversight by the 
insurance division in twelve point bold type, in substantially 

the follow1nq lan9uaqe: 
THIS CONTRACT Mti99-BS-REPeR'fE!B-99-<tHB-f9WA-fN9\JRAMee 

BfYf919N-AY-9HB-PfRS9-BA¥-9P-KAReH-9P-~HB-P9~b8WfHS-Y8AR IS 
SUBJEC-r 1'0 REGULA'TIQ~S AOKINISTERBO BY THE IOWA INSURANCE 

OIVISIO.~. YOU AAY CALL THE INSURANCE DIVISION AT (INSERT 
TELEPHONE NUMBER) ~9-€9NPfRH-~HA~-¥9~R-e9N9RAe~-HA9-BBBN 

RE!P8R~69, WRITTEN INQUIRIES OR COMPLAINTS SHOULD BE HAILED TO 

'THE FOLLOWING ADDRESS: f8WA-9EeYRf9fA8-B\JRE!A9 (INSERT 
ADDRESS), 

Sec. 23. Section S23E.l4, Code 1997, is amended to read a& 
follo·,.,s: 

523E.l4 INJUNCTIONS. 
The attorney general or the commiesion~r ~ay apply to the 

district court in any county of the state for an injunction to 
restrain a person subject to this chapter and any agents, 

employees, or associates of the person from enqaqinq in 
conduct or practices deemed contrary to the public interest. 
In any proceeding for an injunction, the attorney general or 

the co~~issloner may apply to the court for the issuance of a 
subpoena to require the appearance of a defendant and the 

defendant's agents and any documents, books, and records 
qermane to the hearinq upon the petition for an Injunction. 
Upon proof of any of the offense& described in the petition 

!or injunction the court may grant the injunction. 'The 

attorney general or the ~ommtsaioner shall not be required to 

po&t a bond. 
Sec. 24. Section 5231.6, subsection 1, paraqraph e, Code 

1997, ia amended to read as follows1 

e. The nonexclusive preneed and at-need sale of ~on~~entey 

memeria~Br-~arkerBr-b~riel-vauttsT-ttr"sy-fiower-vasesy-fierai 

arral'ltJeme"tat-a"d-other the ~~-129!1 
1!l__ Monuments, 
t 2 l Hemor ials, 

• 
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1]~ers. 

.(41 lr\stallation of monul"'ents, memorials, or markers. 

(51 Burial_~~ 

(61 Ucns. 

(71 Flower v~.~~~.!. 

f8J Floral arrangements. 
(91 Other similar merchandise {or use wlthin the cemetery. 
Sec. 25. Section 566A.l, subsection 1, Code 1997, is 

amended to read as follow&! 
1. A corporation or other form of organization engaqlnq in 

the business of the ownership, maintenance, or operation of a 
cemetery, which provides lotn or other interment space for thP. 
remains of human bodies, .is subject to this chapter. However, 

a rell9ious cc~etery is subject only to subsection 2, and 
sections 566A.2A and 566A.28. A-eemetery-witl1-average-retaH 

saiea-eqHai-tc-or-less-~~an-ftve-tho~se~~-deliars-for-the 

previoda-three-eeiender-yeers-ie-exe~pt-from-seetton-,66ATieT 

Political subdivisions of the state which are counties are 
exempt from this chapter. Political subdivisions of the state 

other than counties are subject only to sections 566A.lA, 

566A.2A, ,66A.2B, and 566A.20. 

Sec. 26. Section 566A.2C, subsection 2, Code 1997, 1& 

amended to read as follows: 
2. The conmin~ioner shall permit the filin9 of a unified 

annual report ln the event of commonly owned or affiliated 
cemeteries. A-poittteal-sdbdi•ieio~-sdbjeet-to-th~e-eeetio~ 

~ay-e~inqie-perpetuel-eere-funds-for-p~rpos~8-of-tn•eat~ent 

and-e~~ftt8tratio"-end-mey-f~le-e-einqle-reportr-if-eeeh 

ee~etery-~e-epproprietely-tde"tified-and-separete-reeords-are 

~aintained-for-eaeh-eeM~taryT 

Sec. 21. Section 566A.2C, Code 1991, is amended by adding 

the followin9 new subsection: 
NEW SUBSECTIO~. ~. This section does not apply to a 

ce~etery with averaqe retail sales equal to or less than five 

thousand dollars for the previous three calendar years. 

• • 
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Sec. 28. S~ction S66A.3, unou~b~red paragraph 3, CoU~ 

1997, is amended to read as follolo's: 
The l~itial perpetual care fund established for any 

cemetea·y shall remain in an irrevocablC! tru~t fund u1ltil such 

time as this fund has reached fifty one hun~ed thousand 
dollaro, when it the initial twenty-five thousand dollar 
deposit may be withdrawn at-the-rete-ef-one-t~oueand-doila~e 

from-the-or~~insf-tweftty-fi•e-tho~~a~d-dolia~8-for-eaeh 

additional-three-thousand-doliers-added-to-the-f~ftdr-~nt~l-efl 

of-the-twenty-fi•e-thousand-dolfar5-~e5-bee"-wit~draw". An 
affidavit shall be filed with the commissioner providing prior 
notice of the withdrawal and attesting that the money has not 

previously been withdrawn, Except as approved by the 
commissioner upon sufficient proof that the money has not 
previously been withdrawn, the withdrawal must take place 
within one year after the fund reaches one hundred thouuand 

dollars. 
Sec. 29. Section 566A.1.2, subsection 4, para9raph b, Code 

1997, is amended to read as followa: 
b. The comnissioner or the attorney general may apply to 

the district court in any county of the state for a 
receivership. Upon proof of any of the grounds for a 
receivership described in this section tho court ~ay qrant a 

receivership. 
Sec. 30. Section 566A.l2, subsections, Code 1997, is 

amended to read as followa1 
5. lNJUt:CTIONS. The co!Mlissloner or the attorney qeneral 

may apply to the district court for an injunction to restrain 

any cemetery subject to this chapter and any agents, 

employee&, trustees, or associates of the cemetery from 
engaging in conduct or practices deemed a violation of this 
chapter or rules adopted pursuant to this chapter. Upon proof 

of any violation of this chapter described in the petition for 

injunction, th~ court may grant the injunction. The 

~onunisGioner or _the attorney gener~X..!h!..!.L ... ~2.t.J:>e re~~~Q. 

(/) ., 
1\) 
w 
...1. 

0') 
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post a bond. Failure to obey a court order under this 

subsection constitutes contempt of court. 

Sec. 31. Section 523B.4, Code 1997, is repealed. 

MARY E. KRAMER 

President of the Senate 

RON J. CORBETT 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 2316, Seventy-seventh General Assembly • 
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Governor 
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