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SENATE FILE .1?‘@

BY COMMITTEE ON COMMERCE

(SUCCESSOR TO SSB 107)

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes  Nays
Approved
A BILL FOR
1 An Act amending the uniform securities Act relating to the
2 registration of securities and the registration of broker-
3 dealers and agents, establishing fees, and providing an
4 effective date.
' 5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section .. Section S02.102, subsection 3, Code 1997, 1is

anended tc recad as foilows:

3. “Agent” means any individual other tharn a broker-dealer
who represents a broker-dealer or issuer in effecting or
attempting to effect purchases or sa:es of securities.

"Agent” does not include an 1adividual who represents am:

a. An issuer in doing ary of the fojlcwing:

ar 11y Zffecting transactions in a securilty exempiec dy
1

secrion 302.702, subsection 1, 2, 3, 4, &, 10, li, 1z,

17, ©or a securloy issued by arn industrial lcan company
llcernsed under chopter 536As.
b. {23 FEffecting ftransactions exenpted by secllon 302.2835

wr 4y Effecting transactions with an ex.sling emglovees .
emLiovee, prrbeesrs partner, or crrectors dicector o5 che

D, A broker-dealer in 2ffecting a transaction in thi

state which 1s limited t0 2 transection provided 1 sectlen

13{n)12) of the Securities Exchange Act of 1334,
"Bgent" also <oes not include anv cther indivzdueis

(W

rdividual whe ar2 is not wiithin the intent <I thise subsection
whom the adminisirz.or by rule cr order designazes. A
partner, officer, or director of a proksr-dea.er or issuer, oOr
a QY Derrorming siml.ar
SUCh Lerson otherwise comes
within thig aefinition.

Sec. 2. Section 502,102, Code .997, is amended by adding
the following new subsection:

NiEW SUBSECTION. 5A. "Federal coverad security" means any

secuilty that 1s a covered security und=y section i8{b; of the
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Securities Act of 1933 or rules or regulations adopted under

the Securities Act of 1933, except that up through Ociober L0,
1399, a fecderal covered securlty for which a fee has not been
paid and promptly remedied following writien nctification from
the administrator to the issuer of the nonpayment or
underpayment of the fee, as required by this chapter, shall
not be a federal covered security.

Sec. 3. Section 502.102, Code 1997, is amencded by adding
the following new subsection:

NEW SUBSECTION. 13A. "Securities and exchange commission”

means the United States securities and exchange commission as
established pursuant to 15 U.S.C. § 78(d).

Sec. 4. Section 502.102, subsection 14, Code 1997, 1is
amended to read as follows:

14, "Security" means any note; stock; treasury stock;
bond; debenture; evidence of indebtedness; certificate of
interest or participation in a profit sharing agreement;
collateral trust certificate; preorganization certificate or
subscription; transferable share; investment contract; wvoting
trust certificate; certificate of deposit for a security;
fractional undivided interest in an ©il, gas, Or other minerai
lease or in payments out of production under such a lease,
right, or royalty: an interest in a limited liability company

or in a limited liability partnership or any class or serles

of such interest, inciuding any fractionai or other interest
in such interest; or, in general, any interest or instrument
commonly known as a "security", or any certificate of interest
or participation in, temporary or interim certificate for,
receipt for, guarantee of, or warrant or right to subscribe to
or purchase, any of the foregoing. "Security" does not
include an insurance or endowment policy or annuity contrack
under which an insurance company promises to pay money either
in a lump sum or periodically for life or for some other
specified period. "Security"” also does not include an

interest in a limited liability company or a limited liability
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1 partnership if the person claiming lhat such an interest 1s
2 not a security proves that all of the members of the iimited

3 liability company or limited liability parinership are

4 acvively cngaged in the management oI the llmited liability
5 company cf ilimited llability partrnersnip: nruvided that the

svidence thal mewhbers vote or have the vight to vobe, or ihe

right to informatlion concerning the bdusiness and affairs of

L B R

the limited liadbrlity company or liwited tiabliit:
DavLng n, or the riqht to partilcipate in management. shall

e

h
Lish, wo.nheut more, that 217 memiers are actively

f
]
Q
T

11 engansd o the wmanagewment of the limited 15adlllty company Or

12 limered jiabllity partnership.

Sec. §.  Section 502.201, Codes 1897, is amencec to read as
r

—a
¥ )
-
O
—

Lows e

is 502,201 RECGISTRATION REQUIREMENT.

& rv g unlawful [or any person to offzvr or gell ary securilty
17 1~ cniz gfate uniess Qng__ﬁ the folicwing app 1es:

18 L. It is registered under this chapiers-ov.

19 2. The security or transactiecn s exempted under section

20 S02.,20¢ cr SG2.,203.

2
2 3. Tt 15 a federal covered security.
2

997, is

Jod

22 Sec. 6. Section 502.202, siubsection 7, Cocae
23 amended to read as follows:

24 /. Any security issued or guaranteed by any-rariroads
25 ether-comron-earriery a public utilitys or nholding company

26 whicnn is any oo the following:

27 av--Subject-te-the-gurisdietion-of-theé-rnterstara-commerce
28 eommisstony

23 b &. A registered holding comparny under the Public

30 Utility Holding Company Act of 1935 or a subsidiary of such a
1 company within the meaning of that Acty-or.

2 b. Rlegulated in respect of its rates and charges by a

33 goveriiental acvihority of the United States or any siéte.

34 ¢. Regulated in respect of the issuance or guara

n
35 the security by a governmental euthority of the TU-ited St

_3_




any state, Canada, or any Canadian province.
Sec. 7. NEW SECTION., 502.206A FEDERAL COVERED
SECURITIES.

1. The administrator, by rule or order, may require the

filing of any or all of the following documents with respect

to a federal covered security under section 18(b)(2} of the

Securities Act of 1933:

a. Prior to the initial offer of a federal covered
securlty in this state, all documents that are part of a
current federal registration statement filed with the Urited
States securities and exchange commission under the Securities
Act of 1933, together with a consent to service of process
sigred by the issuer and a filing fee calculated as specified
in section 502.208, subsections 2 and 13.

b. After trhe initial offer of a federal covered security
ln this state, all documents that are part of an amerdncnat to
a current federal reglstration statement filed with the United

tates securities and exchange commission under the Securities
Act of 1933.

c. An annua. or periodic report of the value 2f the
federal covered securities offered or sold in this state
together with the applicable filing fee, 1f any, calculated as
specified in section 502.208, subsections 2 and 13.

2. With respect to any security that is a federal covered
security under section 18(b)(4)(D) of the Securities Act of
1933, the administrator, by rule or otherwise, may require the
issuer to file a notice on Form D as promulgated by the
securities and exchange commission and a consgent Lo service of
process signed by the issuer not later than fifteen days after
the first sale of the federal covered security 1n this state
together with a filing fee, as established by ruie adopted by
the administrator.

3. The administrator, by rule or otherwise, may require
the filing of any document tiled with the securities and

exchange commission under the Securities Act o0f 1923 witn
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respect to a federal covered security under section 13(R)(3)
or {4} of the Securities Act of 1833, together with & {iling
fee established by rule adopted by the administrator which
shall not be more than one hundred doliars.

4, The admlnistrator may issue a stop ocder suspending the
offer and sale of a federal covered security, @xcept a federal
coversd security uvnder section 18(bj{l} ol the Securities Act
of 1933, if the administrator finds that both of the IZoliowing
apply:

Tre grder is in the public interest,
“he person against whom the stcop order is issued has

&
D.
tailed t3 comply with a requirement proviced in this seciion,

N

. The administraror, by rule cr onherwise, inay walive any
Y

requivement ¢f tiils sectlon 1f the adminisirescy

th
-

nds good

2gulrement 1S not necessary In orcer Lo carnry

caltse "rnat the

L1

out =zne purposes of the sectlon.,

Sec. 8. Section S62.2072. subseccion 5, Code 18357, is
anended to read as Zollows:

L. 1o connectlon with en offering reglistered under this
SQCELON, & Person tdy o€ regiscsred as an agent of the isszuer
ander sectlon 502.301 oy ©h

Q
issner wich the administrator for the vegisiraton of tnhe
person &S an agent of the lssuer and the paying of & Zee of
ten dollrrs. Notwithstanding any other provision of this
chapier, ine registration of the agent shall be ell=2ctive
until withdrawn by the 1ssuer cr until ihe securiiies
reqgisirred pursuaint to the registration s
beer sold, whichever occurs first. The regigtration of an
agent snall becoms effective when ordered py the adminlistrator
or on the £1fth business day after the agent's application has
heen fFiied with the administrator, whichever occurs first, and
the saministrator shall not impose further conditions upon the
reqilstracion of the agent. However, the administrator may
deny, revoxe, suspend, or withdraw the registration of the

agent at any time as provided in sectlon 502.304. Por-the
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purposes-of-registrattor-of-agents-uader-snin-sgebtony-the
+saver-and-agent-are-not-reguired-teo-post-sené: An agenc
reqgistered solely pursuant to this sectlon 13 entitled to seil
only securitles registered under this secrion.

Sec. 9. Section 502.302, subsection 4, Ccde 1597, 1

7

%]

amended to read as follows:
4. The administrator may by rule or order require a

inimum capital for broker-dealers ard-estabirsm-iimiration

~aggregete-indebeedness-ef-brover-deaters-in ralatien-co-nat

capitat-and-may-classrfy-broker-degters-for-purposes-of-sueh

requrrements subject to the limitaticrs of section 15 of the
Securit: es Exchange Act of 1934. SFhe-aamintstrator may-nees
—_— _.l‘__ —_——— i ——

howavers-with-respect-te-any-broxer-deater-who-re-a-nemser-ok
the-natienal-assoctatton-of-seeurities-deatorsr-tness-os-whe
ra-registered-wrth-etne-securrttes-and-excharge—comnrastony
reqn%re—a—higher—minimnm—capi&a%—or—}ewer—rat%e—oé—aqgr@Qﬁ%ﬁ
tndehtedness-to-net-captitat-than-is-econtained-tn-che-ruies-and
regniattons-adopted-bhy-3unch-ageveiation-or-comnisgstons
Sec. 10. Secticn 502.303, subsections 1 and 2, Code 1897,
are amended to reaéd as follows:
1. Every reglstered broker-dealer shall make and keep such
accounts, correspondence, memocranda, papers, booxks, and other
records as the administrator by-rute-preseribes may prescribe

by rule or order, except as provided by section 15 of thre

Securities Exchange Act of 1934. Art-records-so-required-shatt

be-preserved-for-three-yerars-untesa-the-adrninsysrater-bpy-rere
prescripes-ocherwise-for-particurar-types-of-recordss--all
regurred-records~shati-be-kept-within-thtu-stacte-or-shati;-at
the-request-ef-the-adminiatracor;-be-made-avartante-at-any
trme~for-examination-at-the-admintstratoris-oprion-etthar-1n
the-prrneipai-office~of-the-regivstrant-ae-by-productton-of
exact-copres-ctherecf-tn-thig-statces

2. Every registered broker-dealer shall fille such
financial reports as the administrator by-rule prescribes by

rule or crder, not to exceed the limitations provided in

_6_
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section 15 of the Securities Exchange Act of 1934.

~

Sec. 31, Section 502.304, subsectlion 1, paragraph e, Code
1997. is amended to read as follows:

. Ig the subject of an order of the administrator
denying, suspending, or revoking registration as a broker-
dealecr, agent, or insurance agent;

Sec. 12. Secution 502,501, subsection 1, paragraph a, Ccde
1887, is amendad uo read as follows:

a. Violates section 502.201, subsection i or 2, or section
502.208, subsection 12, or section 302.406, subsecticn 2,

1

paragraph "bd", or

-
il
o1
o
7]
4]

oo, 13, Section 507.602, Code 1997, 1s amended o
foliows:

S02.607 PLLTHG OF SALES AND ADVERTISING I.ITFRATURE.

The administrator may by rule or oivday requite the filing
of any prospectus, pamphlet, clrcuiar, form estiern,
advertisement, or other sales literatur2 or adverilsing
commnunicacion addressed or intended oz distripution e
estors, unless the s

prospeative Inv curily ©r Lransaction s o
t

£
faleral covered security or is exempted bv section S02.202 or

]

502.203., The acministrator may by rule or order preniblt the
pubiigaticn, cilrculation or use of any advertising deenmed
false or wisleading.
Sec. 14, EFFECTIVZ DATE. “nis Act, being geemed of
immeciate importance, takes effect upon enaciment.,
EXPLANATION

This bill amence2 a number of provisions included 1n chapter
U2, ragulating securitiles Tne bill adds provisions relating

to federal covered securitles regulated under the [ederail
Securities Act of 1333 or ruies or regulatlons proinulgated by
the securities and exchange commission. Under the federal
Act . these securltlies are exemo:ted from registration
reguli=ments, The bill revises the definitlon of "agent" to
wciude a perscn who deals in federal covered secuaritics. Tne

bili provides :that the administrator may require the filing of

_.’7_
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documents relating to federal covered securities, including a
current federal registration statement, amendments to a
current federal registration statement, reports concerning the
value of federal covered securities, and any other dccuments
requlired to be filed with the securities and exchange
commission., The biil provides that the administrator may
issue a stop order suspending the offer and sale of certain
federal covered securities. Tt provides thas . the
adninistrator may also walve the £iiing requirvements o7 the
bill for federal covered securities.

Trie bill adds limited lilabillty partnersialwps Lo ithe types

1 chapt

0

¥
Y

rr
.

of entities dealing in securities regulatcd under

]

The billi elimirnates a reference to the intevstate commerce
commission which nas been abolished by Congress. The biil
eliminates a reference, for purposes of registration of agents
under Code section 502.207Aa, to a surety bond regulred wasn an
offering 1s made. The bill provides for afinimut capirtal
requirements for brokers. The »ill allows the minimum capital
requirement to be set by order of the administrator as well as
by rule. The biil provides that the capital requirements are
subject to limitations of the federal Securities Exchange Act
of 1934 and eliminates provisicns basing capltal requirenents
on rules and regulations adopted by the nacional association
of securities dealers, inc., or the United States securities
and exchange commission. The bill provides for the
application of disciplinary action against persons licensed as
insurance agents who are subject to sanctions.

The bili takes effect upon enactment,

LSB 12748V 77
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SENATE CLIP SHEET

MARCZ 14, 19297

SENATE FILE 393

FISCAL NOTE .

A fiscal note for Senate File 393 is hereby submitted pursuant to Joint Rule
7. Data used in developing this fiscal note 1is available from the Legislative
Fiscal Bureau to members of the Legislature upon request.

Senate File 393 amends the Iowa Uniform Securities Act to conform with the
National Securities Market Improvement Act (NSMIA) adopted by the United States
Congress in October 1996.

ASSUMPTIONS

I The NSMIA preempts State registration of investment company offerings, but
preserves the ability of the State to require notice filings and fees.

2. In the absence of State legislation specifying the intent of the State to
require notice filings and fees, the State is prohibited trom collecting
tees for registered offerings.

3. Senate File 393 specifies the intent of the State to require notice
filings and fees.

4, The fees specified are equal to those collected by the State prior to the
NSMIA's preemption of State security laws.

FISCAL IMPACT

Senate File 393 restores the authority of the Commissioner of Insurance to
charge filing fees equal to those collected prior to federal preemption. The
estimated fiscal impact to the General Fund for FY 1998 is $4.0 million and for
FY 1999 15 54.2 million.

SOURCES

Department of Commerce {LSB 12745V, DAA)

FILED MARCH 13, 1997 BY DENNIS PROUTY, FISCAL DIRECTOR
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SENATE FILE 393

$-3250

amend Senate File 393 as fcilows:

1. Page 2, by striking lines 2 through 7 and
inserting the fcllowing: "the Securitlies Act =f
1933."

2. Page 4, line 14, by striking the words and
figures “subsections 2 and 13" and inserting the
following: “subsection 2%,

3. Page 4, line 20, by striking the word "an" and
inserting the following: "To the extent necessary to
compute fees, an”.

4. Page 4, lire 23, by striking the words
“subsecrions 2 and 13" and inserting the following:
"subsection 2%.

5. Page 6, by inserting after line 4 the
following:

"Sec. ___. Section 502.208, subsections 1, 2, 4,
5, 8, 9, 11, and 13, Code 1997, are amenced to read as
follows:

1. A registration statement or a notice filing
nade pursuant to section 502.206A may be f:lied by the
issuer, any other person on whose behalf the offering
is -0 be made, or a registered broker-cdealer.

2. a. Except as provided in subsection 13 and
section 502.207a, subsection 3, paragraph "g", a
person who files a registration statement or a notice
filing shall pay a filing fee of one-tenth of one
percent of the proposed aggregate sales price of the
securities to be offered to persons in this state
pursuant to the registration statement or notice
filing. However, except as provided in paragraph "c¢"
of this subsection, subsection 13, and section
502.207A, subsection 2, paragraph "g", the annual
filing fee shall not be less than fifty dolliars or
more than one thousand dollars.

b. The administrator shall retain the filing fee
even if the notice filing is withdrawn or tnhe
registration 1s withdrawn, denied, suspended, revoked,
or abandoned.

c. A person who is a-faea-agmount-cestificate
company;-open-snd-management-invesement-companyy-or-a
untk-tnvestmant-trust;-as-defined-tn-che-Inveasment
Eempany-Act-o£-19487 the issuer Of a federal covered
security under section T8(b){2) of the Securitles Act
GF 1033 sha.. initially zegtster make a notice filin
anc anrually renew a registracion-secatement norice
£iiling in tnis s-ate for an indefinite amount Oor a
Fixed emount. The fixed amount must be for two
hundred £:fry tnousand dollars. A regissrant notice
¢iier shall pay a filing fee when the statement notice
is filed. If the regtatrat+en-scatement amount

S-3250 -il-
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covered by the notice is indefinite, the registrant
notice f:ler shall pay a filing fee of one thousand
doliars. 1If the regrsecravtreon-atatement amount covered
by the notics is fixed, the regiatrant notice £iler
shall vay a f£iling fee of two hundred f:fty dollars,
and the following shall appiy:

{l) The =egiacrant notice filer shall file a sales
report with the administrator or pay an additional
filing fee of one thousand two hundred f£ifty dollars
within ninety days after the regtstrarron-statement:s
netice filing's arnual renewal date. If the
reqrecrant notilce filer files a sales report with the
administrator, the regiasrant notice filer shall pay
an additional filing fee of one-tenth of one percent
of the amount of securities sold in excess of two
hundred fifty thousand dollars. The additional filing
fee must be paid within ninety days after the
registration—statemenets notice £iling's annual
renewal date.

(2} The administrater-shati-order-the-registration
of notice filing covering the additional securities
shall be effective retroactively as of the effective

date of the regtstration-stetement notice f£iling that

is being amended. .

4. Any document fiied under this chapter or a
predecessor act within five years preceding the filing
of a registration statement or notice filing may be
incorporated by reference in the reglstration
statement or notice filing to the extent that the
document is currently accurate.

S. The administrator may by rule or otherwise
permit the omission of any item of information or
document f£rom any registration statement or notice

filing.

8. The administrator may by rule require that
registered securities of designated classes shall be
issued under a trust indenture containing such
provisions as the administrator determines.

9. a. A registration statement or notice filing
snall remain effective for one year from its effective
date unless it is renewed, extended, or amended by
rule or order of the administrator. An initial notice
filing or a renewal or amendment of a notice filinc
becomes effective on the date received by the
admiristrator, or, .f requested by the issuer, on the
date that tne initial nozice filing, renewal, or
amendment s effective with the securities and
exchange commission. ALl outstandling securitles of
the same class as a registered securiczy Or a securlty
for which a notice £iling has been made are considered

$-3250 -2~
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Page 3
1 to be registered or covered by a notice filing for the
2 purpose of any transaction by or on pehalf of a person
3 who 1s not the issuyer, and who is not in control of
4 the lssuer or controlled by the i73uer or under common
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control with the issuer, so long as the registration
statement or notice f£iling is effective, unless
otherwise prescribned by order. A registration
statement may or notice filing shall not be withdrawn
after its effective date 1f any of the securities has
been sold in this state, unless permitted by rule or
order of the administrator., A registration statement
is not effective during the time a stop order is in
effect under section 502.209. A notice filing is not
effective during the time that a stop order issued
pursuant to section 502.206A is in effect. A
registration statement which never became effective
may be withdrawn without prejudice to the issuer upon
request and for good cause as determined at the
discretion of the administrator.

b. During the effective period of a registration
statement, the administrator may by rule or order
requlire the person who filed the registration
statement to file reports, not nore often than
gquarterly, to keep reasonably current the information
centained in the registration statement and to
disclose the progress of the offering. If any of the
securities reglstered has been sold in this state, the
administrator may by rule or order extend the period
for £1ling the reports for an additional perioed not
exceeding two years from the date the registration
became effective or from the date of its last
amendment or extension.

11, Except-feor-face-amount-certifieare-compantes;
omen-snd-management-+nvestment-companies;-and-untt
investment-teusta;-as-defined-by-the-Investment
Eompany-Acc-of-13487-reqrstrarron Registration
statements may be amended during the registration
period to increase the amount of registered securities
to be offered for sale to persons in this state.

a. The amencment to the registration statement
becomes effective on the date ordered by the
administrator.

b. Filing fees shall be calculated as specified by
subsection 2, paragraph "a", and subsection 1l3.

13. eav-~With-zne-excention-of-face-amount
ceriificaca-campantess-open—end-managemenc-tnvesenent
cempantesy-and-unre-tnvessment-trusesy;—-a A registrant
who sold securitles to persons i1n this state in excess
of the amount of securities reglstered in this state
at the time of the sale may file an amendment to its

§~3250 -3-
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registration statement to reglster the additional
securities. The following requirements shall aoply:

+¥3+ a. If a reglistrant proposes to sell securities
to persons in this state pursuz~* tc a reqistration
statement that is currently effective in this state in
an amount that exceeds the amount registered in this
state, the registrant must do both cf the following:

tay (1) File an amendment to register the
additional securities.

tby (2) Pay an additional £ili fee in the same
amount as specified by subsec:zion 2, paragraph "a", as
though the amendment constitutes a separate issue.

t2¥ b. If a registrant sold securities to persons
in this state in excess of the amount registered in
this state at that time, the registrant must do both
of the following:

ta} (1) File an amendment to register the
additionai securities.

83 (2) Pay an addicional filing fee that is three
times the amount specified in subsection 2, paragrapn
"a", as though the amendment consritutes a separate
issue.

+3% ¢. The administrator may order the amendment
effective retroactively as of the effective date of
the registration statement that 1s belng amended.”

6. Page 7, by inserting after line 6 the
following:

“Sec. ___. Section 502.406, subsection 2,
paragraph a, Code 1997, is amended to read as follows:

a. Nettheer-tme The fact that a registration
statement or a notice filing has been filed under this
chapter nor or the fact that sueh the statement has
become effective eonstitutes does not constiture a
£inding by the administrator that any document filed
under this chapter 1s true, cocmplete or not
misleading. Netthez-gny Any such fact nmer or the fact
that an exemption is available for a security or a
transaction means does not mean that the administrator
has passed in any way upon the merits or
qualificatiors of, or has recommended cr given
approval to, any person, securlty or transaction.”

7. Page 7, by striking lines 19 and 20 and
inserting the following: ‘“"prospective investors,
uniess the security is a federal covered security or
the transaction relates to a federal covered security
or the security or transaction s exempted Dy section
502.202 or”.

8. Page 7, by inserting after line 23 rthe
following:

"Sec. . Section 502.607, subsecticn 1, Code

S-3250 ~4-
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1387, is amended tc read as follows.

1. Pursuant t0 the-fowa-eadministeative-procedure
Ae? chapter 174, the administrator may from time to
time make, amend, and rescind such rules, Eormsi and
orders as are necessary to carry out the prov visions of
this chapter, 1including rules and forms governing
registration statements, notice filings, applications,
and reports, and defining any terms, whether or not
used in this chapter, inscofar as the definitions are
not i{ncounsistent with the provisions of this chapter.
For the purpose of rules and forms, the acdministrator
may Cl&SSlfy securlities, persons, and other relevant
matters, and prescribe different requirements for
different classes.

Sec. __ . Section 502.608, subsections 2 and 3,
Code 1997, are amended to read as follows:

2. The administrator shall xeep a register of all
applications for registration, notice f£iiings, and
registration statements which are or have been
effective under this chapter and predecessor laws, and
all censure, denial, suspension, or revocation orders
which have oeeq entered under this cnapter and
predecessor laws. The register shall be open for
public inspection.

3. The information contaired in or filed with any
registration statement, application, notice filing, or
report may be made available to the public under such
rules as the administrator prescripes.

Sec. _ . Section 502.609, subsection 1,
unnumbered paragraph 1, Code 1997, is amended to read
as follows:

Every applicant for registration under this
chapter, and every issuer which proposes to offer a
security in =his state, shall file with the
administrator, In such form as the administrator by
rule prescribes, an irrevocable consent appointing the
administrator or the administrator’s successor in
office to be such person's attorney Lo receive service
of any lawful process in any noncriminal suit, action
or proceeding against such person or the successor,
executor or administrator of such persor which arises
under this chapter or any rule or order hereunder
after the consent has been Iiled, wiih the same
validity as 1f served persoraliy on the person filing
the consent. The consent need not be filed by a
persor who has filed a consent in connection with a
previous registration or notice fiiing which is then
in effect. Service may be made by leaving a ccpy of
the precess in the office of the administrator, but it
is not effective unless the plaintiff, Including the
-S_
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1 administrator when acting as such,”.

2 5. By renumbering as necessary.

By NEAL SCHUERER
JOHN W. TENSEN

S-3250 FILED MARCH 26, 1997
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BY (PROPOSED DEPARTMENT OF
COMMERCE/INSURANCE DIVISION
BILL)

.

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act amending the uniform securities Act relating to the
registration of securities and the registration of broker-
dealers and agents, establishing fees, and providing an
effective date.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 1274Dp 77
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Section 1. Section 502.102, subsection 3, Code 1997, is
amended to read as follows:

3. "Agent™ means any individual other than a broker-dealer
who represents a broker~dealer or issuer in effecting or
attempting to effect purchases or sales of securitiesk.

“Agent” does not include an individual who represents an:

a. An issuer in doing any of the following:

as (1) Effecting transactions in a security exempted by
section 502.202, subsection 1, 2, 3, 4, 6, 10, 11, 12, 13, or
17, or a security issued by an industrial loan company
licensed under chapter S536Ar.

b: (2) Effecting transactions exempted by section 502,203
er.

(3) Effecting transactions in a federal covered security
as described in sections 18(b)(3} and 18(b)(4)(D) of the
Securities Act of 1933 as amended in Pub. L. No. 104-290.

esr (4) Effecting transactions with an existing empieyees

employee, partnmers partner, or direetors director of the
issuer if no commission or other remuneration is paid or given

directly or indirectly for scliciting any person in this

state.
b. A broker-dealer in effecting a transaction in this
state which is limited to a transaction provided in section

15{h){2) of the Securities Exchange Act of 1934.
"Agent" also does not include any other individuais
individual who are is not within the intent of this subsection

whom the administrator by rule or order designates. A
partner, officer, or director of a broker-dealer or issuer, or
a person occupying a similar status or performing similar
functions, 1s an agent only if such person otherwise comes
within this definition.

Sec. 2. Section 502,102, Code 1997, is amended by adding
the following rnew subsection:

NEW SUBSECTION. 5A. “Federal covered security” means any

security that is a covered securlty urder section 18(b) of the

-1-
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Securities Act of 1933 or rules or regulations adopted under
the Securities Act of 1933, except that up through October 10,
1999, a federal covered security for which a fee has not been
paid and promptly remedied following written notification from
the administrator to the issuer of the nonpayment or
underpayment of the fee, as required by this chapter, shall
not be a federal covered security.

Sec. 3. Section 502,102, Code 1997, is amended by adding
the following new subsection:

NEW SUBSECTION. 13A. "Securities and exchange commission"

means the United States securities and exchange commission as
established pursuant to 15 U.S.C. § 78(d).

Sec. 4. Section 502.102, subsection 14, Code 1997, is
amended to read as follows:

14, "Security" means any note; stock; treasury stock;
bond; debenture; evidence of indebtedness; certificate of
interest or participation in a profit sharing agreement;
collateral trust certificate; preorganization certificate or

subscription; transferable share; investment contract; voting

trust certificate; certificate of deposit for a security;
fractional undivided interest in an oil, gas, or other mineral
lease or in payments out of production under such a lease,
right, or royalty; an interest in a limited liability company
or in a limited liability partnership or any class or series

of such interest, including any fractional or other interest
in such interest; or, in general, any interest or instrument
commonly known as a "security", or any certificate of interest
or participation in, temporary or interim certificate for,
receipt for, guarantee of, or warrant or right to subscribe to
or purchase, any of the foregoing. "Security" does not
include an insurance or endowment policy or annuity contract
under which an insurance company promises to pay mcney elther
in a lump sum or periodically for life or for some other
specified period. "Security" also does not include an

interest in a limited liability company or a limited liability

-2-
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partnership if the person claiming that such an interest is
not a security proves that all of the members of the limited

liability company or limited liability partnership are
actively engaged in the management of the limited liability

company or limited liability partnership; provided that the
evidence that members vote or have the right to vote, or the

right to information concerning the business and affairs of
the limited liability company or limited liability

partnership, or the right to participate in management, shall
not establish, without more, that all members are actively

engaged in the management of the limited liability company or
limited liability partnership.
Sec. 5. Section 502.201, Code 1997, is amended to read as

follows:
502.201 REGISTRATION REQUIREMENT.

It is unlawful for any person to offer or sell any security

in this state unless one of the following applies:
1. It is registered under this chapterj-er.

2. The security or transaction 1s exempted under section
502,202 or 502.203.

3. It is a federal covered security,

Sec. 6. Section $02.202, subsection 7, Code 1997, is

amended to read as follows:
7. Any security issued or guaranteed by any-ratireeds
ether-commen-earrier; a public utilityy or holding company

which is any of the following:

ar-~Subject-te-the-Jurrsdiction-of-the-interstate-commerce
eommissions

br a. A registered holding company under the Public
Utility Holding Company Act of 1935 or a subsidiary of such a
company within the meaning of that Act;-er.

b. Regulated in respect of its rates and charges by a
governmental authority of the United States or any state.

c. Regqulated in respect of the issuance or guarantee of

the security by a governmental authority of the United States,

-3-
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any state, Canada, or any Canadian province.

Sec. 7. NEW SECTION. 502.206A FEDERAL COVERED
SECURITIES.

1. The administrator, by rule or order, may reguire the
filing of any or all of the following documents with gespect

to a federal covered security under section 18(b)(2) of the
Securities Act of 1933:

a. Prior to the initial offer of a federal covered
security in this state, all documents that are part of a
current federal registration statement filed with the United
States securities and exchange commission under the Securities
Act of 1933, together with a consent to service of process
signed by the issuer and a filing fee calculated as specified
in section 502.208, subsections 2 and 13.

b. After the initial offer of a federal covered security
in this state, all documents that are part of an amendment to
a current federal registration statement filed with the United
States securities and exchange commission under the Securities
Act of 1933.

¢. An annual or periodic report of the value of the
federal covered securities offered or sold in this state
together with the applicable filing fee, if any, calculated as
specified in section 502.208, subsections 2 and 13,

2. With respect to any security that is a federal covered
security under section 18(b)(4)(D) of the Securities Act of
1933, the administrator, by rule or otherwise, may require the
issuer to file 2z notice on Form D as promulgated by the
securities and exchange commission and a consent to service of
process signed by the issuer not later than fifteen days after
the first sale of the federal covered security in this state
together with a filing fee, as established by rule adopted by
the administrator.

3. The administrator, by rule or otherwise, may require
the filing of any document filed with the securitiles and

exchange commission under the Securities Act of 1933 with

_4_
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.

respect to a federal covered security under section 18(b)(3)
or (4) of the Securities Act of 1933, together with a filing
fee established by rule adopted by the administrator which
shall not be more than one hundred dollars.

4. The administrator may issue a stop order suspending the
offer and sale of a federal covered security, except_a federal
covered security under section 18(b){l) of the Securities Act
of 1933, if the administrator finds that both of the following
apply:

a. The order is in the public interest.

b. The person against whom the stop order is issued has
failed to comply with a requirement provided in this section.

5. The administrator, by rule or otherwise, may waive any
requirement of this section if the administrator finds good
cause that the requirement is not necessary in order to carry
out the purposes of the section.

Sec. 8. Section 502.207A, subsection 5, Code 1997, 1is .
amended to read as follows: 4

5. In connection with an offering registered under this
section, a person may be registered as an agent of the issuer
under section 502.301 by the filing of an application by the
issuer with the administrator for the registration of the
person as an agent of the issuer and the paying of a fee of
ten dollars. Notwithstanding any other provision of this
chapter, the registration of the agent shall be effective
until withdrawn by the issuer or until the securities
registered pursuant to the registraticon statement have all
been sold, whichever occurs first. The registration of an
agent shall become effective when ordered by the administrator
or on the fifth business day after the agent's application has
been filed with the administrator, whichever cccurs first, and
the administrator shall not impose further conditions upon the

registration of the agent. However, the administrator may
deny, revoke, suspend, or withdraw the registration of the .

agent at any time as provided in section 502.304. Per-the
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purposes-of-registratton-of-agents-under-this-seection;-the
tssuer-and-agent-are-not-regquired-to-post-bends An agent
registered solely pursuant to this section is entitled to sell
only securities registered under this section.

Sec. 9. Section 502.302, subsection 4, Code 1997,k.is
amended to read as follows: )

4. The administrator may by rule or order require a
minimum capital for broker-dealers and-establish-Iimitations
en-aggregate-indebtednese-of-hroker-deatera~in-retation-te~-net
caprtat-and-may-ctassrfy-broker-deaters-for-purposes-eof-such
requirements subject to the limitations of section 15 of the

Securities Exchange Act of 1934, ®he-admintstrator-may-nots

hewever;-with-respect-to-any-broker-deater-who-+3-a-member-of
the-nattenat-association-of-securities-deaters;-incr-y-or-whoe
ts-regtutered-with-the-securities-and-exchange-commigsstons
regquire-a-higher-minimum-captrtat-or-tewer-ratio-of-aggregate
tndebtedness-te-net-capreat-than-ts-contained-itn-the-rutes-and
reguiatrona-adepted-by-such-assectation-or-commissions

Sec. 10. Section 502.303, subsections 1 and 2, Code 1997,
are amended to read as follows:

1. Every registered broker-dealer shall make and keep sueh
accounts, correspondence, memoranda, papers, books, and other
records as the administrator by-rule-prescribes may prescribe

by rule or order, except as provided by section 15 of the

Securities Exchange Act of 1934. Ali-recorda-so-required-shati

be-preserved-for-three-years-untess-the-adminiatrator-by-rute
prescribes-otherwise-for-particutar-types-of-reeords--All
required-records-shati-be-kept-within-this-state-or-shati;-at
the-request-of-the-administrator;-be-made-avatiable-at-any
time-for-examrnatiton-at-the-administratorts-eptien-either-in
the-principel-office-cf-the-registrant-er-by-production-of
exgct-ceptes-thereof-in-this-atates

2. Every reglstered broker-dealer shall file such
financial reports as the administrator by-ruie prescribes by

rule or order, not te exceed the limitations provided in

-6~
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section 15 of the Securities Exchange Act of 1934.
Sec. 11. Section 502.304, subsection 1, paragraph e, Code

1997, is amended to read as follows:

e. Is the subject of an order of the administrator
denying, suspending, or revoking registration as a brkker-
dealer, agent, or insurance agent; )

Sec. 12. Section 502.501, subsection 1, paragraph a, Code
1997, is amended to read as follows:

a. Violates section 502.201, subsection 1 or 2, or section
502.208, subsection 12, or section 502.406, subsection 2,

paragraph "b", or

Sec. 13. Section 502.602, Code 1997, is amended to read as
follows:

502.602 FILING OF SALES AND ADVERTISING LITERATURE.

The administrator may by rule or order require the filing
of any prospectus, pamphlet, circular, form letter,
advertisement, or other sales literature or advertising
communication addressed or intended for distribution to
prospective investors, unless the security or transaction is a

federal covered security or is exempted by section 502.202 or

502.203. The administrator may by rule or order prohibit the
publication, circulation or use of any advertising deemed
false or misleading.

Sec. 14. EFFECTIVE DATE. This Act, being deemed of
immediate importance, takes effect upon enactment.

EXPLANATION

This bill amends a number of provisions included in chapter
502, regulating securities. The bill adds provisions relating
to federal covered securities regulated under the federal
Securities Act of 1933 or rules or regulations promuligated by
the securities and exchange commission. Under the federal
Act, these securities are exempted from registration
requlrements. The bill revises the definition of "agent" to
include a person who deals in federal covered securities. The

bill provides that the administrator may require the £iling of




W @ < v bWy

W W W W W oWt N NN N N N NN N R ke b e e et e e
LSBT PN R S I = T« B B = B ) B - VS e N B = Y e B s e . I - VI SR S =]

documents relating to federal covered securities, including a
current federal registration statement, amendments to a
current federal registration statement, reports concerning the
value of federal covered securities, and any other documents
required to be filed with the securities and exchangek.
commission. The bill provides that the administrator may
issue a stop order suspending the offer and sale of certain
federal covered securities. It provides that the
administrator may also waive the filing requirements of the
bill for federal covered securities.

The bill adds limited liability partnerships to the types
of entities dealing in securities regulated under the chapter.
The bill eliminates a reference to the interstate commerce
commission which has been abolished by Congress. The bill
eliminates a reference, for purposes of registration of agents
under Code section 502.207A, to a surety bond required when an
offering is made. The bill provides for minimum capital
requirements for brokers. The bill allows the minimum capital
requirement to be set by order ¢of the administrator as well as
by rule. The bill provides that the capital requirements are
subject to limitations of the federal Securities Exchange Act
of 1934 and eliminates provisions basing capital requirements
on rules and regulations adopted by the national association
of securities dealers, inc., or the United States securities
and exchange commissicn. The bill provides for the
application of disciplinary action against persons licensed as
insurance agents who are subject to sanctions.

The bill takes effect upon enactment.

LSB 1274DP 77
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TERRY E. BRANSTAD, GOVERNOR INSURAMNCE DIVISION
IOWA DEPARTMENT OF COMMERCE

MEMORANDUM
To:  Members of the 77th General Assembly

From: Craig A. Goettsch
Superintendent of Securities

Re:  Securities Legislation
Date: January 31, 1997

The Insurance Division/ Securities Bureau has filed legislation which is largely
technical corrections to chapter 502, the lowa Uniform Securities Act {IUSA).
The bulk of this proposal is intended to conform IUSA to the Nationai Securities
Markets Improvement Act of 1996 ("NSMIA"), which became law in October,
1996. In NSMIA, the Congress has tried to divide regulatory responsibilities
between the states and the federal Securities and Exchange Commission. .

Most of the tanguage in the bill is taken from a draft developed by the North
American Securities Administrators Association ("NASAA"). NASAA determined
that it's approach would be to conform to the intent of the Congress, and to
stress to the greatest extent possible, uniformity. Clearly, the Congress has put
a premium on states being as uniform as possible. Drafts of this legislation were
shared with the lowa Bar Securities Committee and some industry
representatives. We expect this bill to be noncontroversial.

Sections 1,2, 4,6, 8, 9, 10, 13, 14, and 15 relate to the NSMIA. In section 3 we
propose to add the term limited liability partnership to the LLC definition change
from last year. The Bureau has three open enforcement cases involving LLPs.
Section & deletes the reference to the Interstate Commerce Commission in
existing section 502.202(7}a), since the ICC no longer exists. Section 7
contains a deletion cf an outdated reference to the surety bond. Sections 11 and
12 add the fact that the person has been the subject of an administrative action
affecting an insurance license (e.g., an insurance agent whose iicense is
revoked for converting premiums would be subject to a securities licensing action
as weill) to the reasons for sanctioning an agent.

Please do not hesitate to contact me if you have any questions.

SECURITIES BUREAU
INGURANMCE OIVISION / LUCAS BUILDING / DES MOINES. IOWA 50319 / S15.281-4441




