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2 settlements. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

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

TLSB 5251DP 78 

mj/gg/8 
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1 Sectipn 1. NEW SECTION. SOSE.l AUTHORITY OF THE 

2' COMMISSIONER. 

3 The commissioner shall regulate the sale of viatical 

4 settlements as provided in this chapter. 

5 Sec. 2. NEW SECTION. SOSE.2 DEFINITIONS. 

6 As used in this chapter, unless the context otherwise 

7 requires: 

S 1. "Chronically ill" means any of the following: 

9 a. Being unable to perform or maintain at least two 

10 activities of daily living, including but not limited to 

11 eating, toileting, transferring, bathing, dressing, or 

12 continence. 

13 b. Requiring substantial supervision to protect the 

14 individual from threats to health and safety due to severe 

15 cognitive impairment. 

16 c. Having a level of disability similar to that described 

17 in paragraph "a" as determined by the United States secretary 

IS of health and human services. 

19 2. "Commissioner" means the commissioner of insurance. 

20 3. "Terminally ill" means having an illness or sickness 

21 that can reasonably be expected to result in death in twenty-

22 four months or less. 

23 4. "Viatical settlement contract" means a written 

24 agreement entered into between a viatical settlement provider 

25 and a person who owns or is insured under a life insurance 

26 policy or certificate, or who owns or is covered under a group 

27 life insurance policy. "Viatical settlement contract" does 

2S not mean a written agreement entered into between a viator and 

29 a person having an insurable interest in the viator's life. 

30 5. "Viator" means a person selling a life insurance policy 

31 or certificate. 

32 Sec. 3. NEW SECTION. SOSE.3 VIATICAL SETTLEMENT CONTRACT 

33 LIMITATIONS. 

34 1. a. Subject to paragraph "b", a viatical settlement 

35 contract shall not be entered into until after the contestable 
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1 period of the life insurance policy or certificate has 

2 expired. 

3 b. If a viatical settlement contract is entered into 

4 during the contestable period of the life insurance policy or 

5 certificate, a rebuttable presumption arises that it was the 

6 intent of the person entering into such contract with a 

7 viatical settlement provider to enter into such contract at 

S the time the life insurance policy or certificate was 

9 originally purchased. If such person fails to rebut the 

10 presumption, the viatical settlement contract is void. 

11 2. A viatical settlement contract shall only be entered 

12 into with an individual who is either terminally ill or 

13 chronically ill. 

14 Sec. 4. NEW SECTION. 508E.4 RULEMAKING AUTHORITY. 

15 The commissioner shall adopt rules as necessary to 

16 administer this chapter. Rules shall be adopted relating to 

17 all of the following: 

IS 1. Advertising standards. 

19 2. Disclosure. 

20 3. Examinations. 

21 4. Insurance company practices. 

22 5. License requirements. 

23 6. Prohibited practices. 

24 7. Refund provisions. 

25 S. Reporting. 

26 9. Standards for reasonableness of payment. 

27 10. Unfair trade practices. 

28 11. Viatical settlement contracts. 

29 EXPLANATION 

30 This bill creates new Code chapter 50SE and directs the 

31 insurance commissioner to regulate the sale of viatical 

32 settlement contracts. A viatical settlement involves the sale 

33 to a viatical settlement provider of the death benefit under a 

34 life insurance policy or certificate by a person who owns or 

35 is insured under such a policy or certificate, or by a person 
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1 who owns or is covered under a group life insurance policy. 

2 The bill provides generally that a viatical settlement 

3 contract shall not be entered into until after the contestable 

4 period of the policy has expired. However, if a viatical 

5 settlement contract is entered into during the contestable 

6 period of the life insurance policy or certificate, the bill 

7 provides that a rebuttable presumption arises that it was the 

8 intent of the person entering into such contract with a 

9 viatical settlement provider to enter into such contract at 

10 the time the life insurance policy or certificate was 

11 originally purchased and if the person fails to rebut the 

12 presumption, the viatical settlement contract is void. The 

13 bill provides that a viatical settlement contract shall only 

14 be entered into with an individual who is either terminally 

15 ill or chronically ill. 

16 The insurance commissioner is directed to adopt rules 

17 necessary to administer the chapter, including rules relating 

18 to advertising standards, disclosure, examinations, insurance 

19 company practices, license requirements, prohibited practices, 

20 refund provisions, reporting, standards for reasonableness of 

21 payment, unfair trade practices, and viatical settlement 

22 contracts. 
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1 Amend House File 2317 as follows: 
2 1. Page 1, line 11, by inserting after the word 
3 "regulate" the following: ", but not prohibit,". 
4 2. Page 2, line 21, by inserting after the word 
5 "ill" the following: ", or as otherwise provided 
6 pursuant to rules adopted by the commissioner". 
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......... ---------------
S.F. _H.F.22L? 

1 Section 1. Section 502.202, subsection 19, Code Supplement 

2 1999, is amended by adding the following new paragraph: 

3 NEW PARAGRAPH. e. The assignment, transfer, sale, devise, 

4 or bequest of the death benefit or ownership of.a life 

5 insurance policy or contract made by the policyholder or 

6 contract owner to a viatical settlement provider, if the 

7 viatical settlement transaction complies with chapter 508E, 

8 including rules adopted pursuant to that chapter. 

9 Sec. 2. NEW SECTION. 508E.l AUTHORITY OF THE 

10 COMMISSIONER. 

11 The commissioner shall regulate the sale ~f viatical 

12 settlements as provided in this chapter. 

13 Sec. 3. NEW SECTION. 508E.2 DEFINITIONS. 

14 As used in this chapter, unless the context otherwise 

15 requires: 

16 1. "Chronically ill" means any of the following: 

17 a. Being unable to perform or maintain at least two 

18 activities of daily living, including but not limited to 

19 eating, toileting, transferring, bathing, dressing, or 

20 continence. 

21 b. Requiring substantial supervision to protect the 

22 individual from threats to health and safety due to severe 

23 cognitive impairment. 

24 c. Having a level of disability similar to that described 

25 in paragraph "a" as determined by the United States secretary 

26 of health and human services. 

27 2. "Commissioner" means the commissioner of insurance. 

28 3. "Terminally ill" means having an illness or sickness 

29 that can reasonably be expected to result in death in twenty-

30 four months or less. 

31 4. "Viatical settlement contract" means a written 

32 agreement entered into between. a viatical settlement provider 

33 and a person who owns or is \Psured under a life insurance 

34 policy or certificate, or who owns or is covered under a group 

35 life insurance policy. "Viatical settlement contract" does 

-1- I 



S.F. H.F.23/;7 
1 not mean a written agreement entered into between a viator and 

2 a person having an insurable interest in the viator's life. 

3 5. "Viator" means a person selling a life insurance policy 

4 or certificate. 

5 Sec. 4. NEW SECTION. S08E.3 VIATICAL SETTLEMENT CONTRACT 

6 LIMITATIONS. 

7 1. a. Subject-to paragraph Nbl!, a viatical settlement 

8 contract shall not be entered into until after the contestable 

9 period of the life insurance policy or certificate has 

10 expired. 

11 b. If a viatical settlement contract is entered into 

12 during the contestable period of the life insurance policy or 

13 certificate, a rebuttable presumption arises that it was the 

14 intent of the person entering into such contract with a 

15 viatical settlement provider to enter into such contract at 

16 the time the life insurance policy or certificate was 

17 originally purchased. If such person fails to rebut the 

18 presumption, the viatical settlement contract is void. 

19 2. A viatical settlement contract shall only be entered 

20 into with an individual who is either terminally ill or 

21 chronically ill. 

22 Sec. 5. NEW SECTION. 508E.4 RULEMAKING AUTHORITY. 

23 The commissioner shall adopt rules as necessary to 

24 administer this chapter. Rules shall be adopted relating to 

25 all of the following: 

26 1. Advertising standards. 

27 2. Disclosure. 

28 3. Examinations. 

29 4. Insurance company practices. 

30 5. License requirements. 

31 6. Prohibited practices. 

32 7. Refund provisions. 

33 8. Reporting. 

34 9. Standards for reasonableness of payment. 

35 10. Unfair trade practices. 
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1 11. Viatical settlement contracts. 

2 EXPLANATION 

3 This bill creates new Code chapter 508E and directs the 

4 insurance commissioner to regulate the sale of viatical 

5 settlement contracts. A viatical settlement involves the sale 

6 to a viatical settlement provider of the death benefit under a 

7 life insurance policy or certificate by a person who owns or 

8 is insured under such a policy or certificate, or by a person 

9 who owns or is covered under a group life insurance policy. 

10 The bill amends Code section 502.202 to provide that a 

11 transfer, sale, devise, or bequest of the death benefit or 

12 ownership of a life insurance policy or contract made by the 

13 policyholder to a viatical settlement provider is exempt from 

14 securities regulation if such transaction complies with the 

15 requirements established in new Code chapter 508E. 

16 The bill provides generally that a viatical settlement 

17 contract shall not be entered into until after the contestable 

18 period of the policy has expired. However, if a viatical 

19 settlement contract is entered into during the contestable 

20 period of the life insurance policy or certificate, the bill 

21 provides that a rebuttable presumption arises that it was the 

22 intent of the person entering into such contract with a 

23 viatical settlement provider to enter into such contract at 

24 the time the life insurance policy or certificate was 

25 originally purchased and if the person fails to rebut th~ 

26 presumption, the viatical settlement contract is void. The 

27 bill provides that a viatical settlement contract shall only 

28 be entered into with an individual who is either terminally 

29 ill or chronically ill. 

30 The insurance commissioner is directed to adopt rules 

31 necessary to administer the chapter, including rules relating 

32 to advertising standards, disclosure, examinations, insurance 

33 company practices, license requirements, prohibited practices, 

34 refund provisions, reporting, standards for ieasonableness of 

35 payment, unfair trade practices, and viatical settlement 

-3-



S.F. _H.F. 23/) 
1 contracts. 

2 .. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

LSB 5251HV 78 
-4- mj/gg/8 

~ 



Passed 

Vote: 

-' - '"'//:;J /IJ(J L#1;,~.rM.1. (.e.. 
/ 

HOUSE FILE ~~~ 
BY COMMITTEE ON COMMERCE 

AND REGULATION 

(SUCCESSOR TO HSB 581) 

(As Amended and Passed by the House, March 15, 2000) 

(,a J~~-Y 
Ho~~e , Da te 4-- 5,. 0 0 

Ayes 9=! Nays ,-"0 __ _ 
Passed 

Vote: 

/p'p~../ 
Senate, Date 3.2.7- 0 0 

Ayes ,!P Nays _0=-__ 

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

A BILL FOR 

1 An Act relating to the regulation of the sale of viatica1 

2 settlements. 

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

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

House Amendments 

TLSB 5251HV 78 

mj/gg/8 



S.F. 

1 Section 1. Section 502.202, subsection 19, Code Suppl~ment 

2 1999, is amended by adding the following new paragraph: 

3 NEW PARAGRAPH. e. The assignment, transfer, sale, devise, 

4 or bequest of the death benefit or ownership of a life 

5 insurance policy or contract made by the policyholder or 

6 contract owner to a viatical settlement provider, if the 

7 viatical settlement transaction complies with chapter 508E, 

8 including rules adopted pursuant to that chapter. 

9 Sec. 2. NEW SECTION. 508E.1 AUTHORITY OF THE 

10 COMMISSIONER. 

11 The commissioner shall regulate, but not prohibit, the sale 

12 of viatical settlements as provided in this chapter. 

13 Sec. 3. NEW SECTION. 508E.2 DEFINITIONS. 

14 As used in this chapter, unless the context otherwise 

15 requires: 

16 1. "Chronically ill" means any of the following: 

17 a. Being unable to perform or maintain at least two 

18 activities of daily living, including but not limited to 

19 eating, toi1eting, transferring, bathing, dressing, or 

20 continence. 

21 b. Requiring substantial supervision to protect the 

22 individual from threats to health and safety due to severe 

23 cognitive impairment. 

24 c. Having a level of disability similar to that described 

25 in paragraph "alias determined by the United States secretary 

26 of health and human services. 

27 2. "Commissioner" means the commissioner of insurance. 

28 3. "Terminally ill" means having an illness or sickness 

29 that can reasonably be expected to result in death in twenty-

30 four months or less. 

31 4. "Viatical settlement contract" means a written 

32 agreement entered into between a viatical settlement provider 

33 and a person who owns or is insured under a life insurance 

34 policy or certificate, or who owns or is covered under a group 

35 life insurance policy. "Viatical settlement contract" does 
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1 not mean a written agreement entered into between a viator and 

2 a person having an insurable interest in the viator's life. 

3 5. "Viator" means a person selling a life insurance policy 

4 or certificate. 

5 Sec. 4. NEW SECTION. 508E.3 VIATICAL SETTLEMENT CONTRACT 

6 LIMITATIONS. 

7 1. a. Subject to paragraph "b", a viatical settlement 

8 contract shall not be entered into until after the contestable 

9 period of the life insurance policy or certificate has 

10 expired. 

11 b. If a viatical settlement contract is entered into 

12 during the contestable period of the life insurance policy or 

13 certificate, a rebuttable presumption arises that it was the 

14 intent of the person entering into such contract with a 

15 viatical settlement provider to enter into such contract at 

16 the time the life insurance policy or certificate was 

17 originally purchased. If such person fails to rebut the 

18 presumption, the viatical settlement contract is void. 

19 2. A viatical settlement contract shall only be entered 

20 into with an individual who is either terminally ill or 

21 chronically ill, or as otherwise provided pursuant to rules 

22 adopted by the commissioner. 

23 Sec. 5. NEW SECTION. 508E.4 RULEMAKING AUTHORITY. 

24 The commissioner shall adopt rules as necessary to 

25 administer this chapter. Rules shall be adopted relating to 

26 all of the following: 

27 1. Advertising standards. 

28 2. Disclosure. 

29 3. Examinations. 

30 4. Insurance company practices. 

31 5. License requirements. 

32 6. Prohibited practices. 

33 7. Refund provisions. 

34 8. Reporting. 

35 9. Standards for reasonableness of payment. 
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1 10. Unfair trade practices. 
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SENATE CLIP SHEET MARCH 21, 2000 

HOUSE FILE 2317 
5-5178 

1 Amend House File 2317, as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page 1, by inserting before line 1 the 
4 following: 
5 "DIVISION I 
6 MOTOR VEHICLE SERVICE CONTRACTS 
7 Section 1. Section 3211.1, subsection 1, Code 
8 1999, is amended to read as follows: 
9 1. "Commissioner" means the commissioner of 

10 insurance as provided in section 505.1 or the deputy 
11 administrator appointed under section 502.601. 
12 Sec. 2. Section 3211.1, Code 1999, is amended by 
13 adding the following new subsection: 
14 NEW SUBSECTION. 6A. "Record" means information 
15 stored or preserved in any medium, including in an 
16 electronic or paper format. A record includes but is 
17 not limited to documents, books, publications, 
18 accounts, correspondence, memoranda, agreements, 
19 computer files, film, microfilm, photographs, and 
20 audio or visual tapes. 
21 Sec. 3. Section 3211.2, subsection 2, Code 1999, 
22 is amended to read as follows:. 
23 2. The issuer of a reimbursement insurance policy 
24 shall not cancel a reimbursement insurance policy 
25 unless a written notice has been received by the 
26 in~tlrane~-oi~i~i~n commissioner and by each applicable 
27 provider, including automobile dealers and third-party 
28 administrators,-w"ie". The notice shall fix the date 
29 of cancellation at a date no earlier than ten days 
30 after receipt of the notice by the in~tl~ane~-oi~i~i~n 
31 commissioner and by the applicable provider. The 
32 notice may be made in person or by mail and a post 
33 office department receipt of certified or registered 
34 mailing shall be deemed proof of receipt of the 
35 notice. 
36 Sec. 4. Section 3211.3, subsection 2, Code 1999, 
37 is amended to read as follows: 
38 2. In addition to any other required filings, a 
39 trtle-ano-e~rreet an accurate copy of the service 
40 contract and the provider's reimbursement insurance 
41 policy, the consent to service of process on the 
42 commissioner, and such other information as the 
43 commissioner requires, shall be filed annually with 
44 the commissioner no later than the first day of----
45 August. If the first day of August falls on a weekend 
46 or a holiday, the date for filing shall be the next 
47 business day. In addition to the annual filing, the 
48 provider shall promptly file copies of any amended 
49 documents if material amendments have been made in the 
50 materials on file with the oi~i~i~n commissioner. If 
5-5178 -1-
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1 an annual filing is made after the first of August and 
2 sales have occurred during the period when the 
3 provider was in noncompliance with this section, the 
4 divi~io~ commissioner shall assess an additional 
5 filing fee that is two times the amount normally 
6 required for an annual filing. A fee shall not be 
7 charged for interim filings made to keep the materials 
8 filed with the division current and accurate. The 
9 annual filing shall be accompanied by a filing fee 

10 determined by the commissioner which shall be 
11 sufficient to defray the costs of administering this 
12 chapter. 
13 Sec. 5. Section 321I.3, Code 1999, is amended by 
14 adding the following new subsection: 
15 NEW SUBSECTION. 3. a. A motor vehicle service 
16 contract provider shall promptly file the following 
17 information with the insurance commissioner: 
18 (1) A change in the name or ownership of the 
19 provider. 
20 (2) The termination of the provider's business. 
21 b. The provider is not required to submit a fee as 
22 part of this filing. 
23 Sec. 6. Section 321I.10, Code 1999, is amended to 
24 read as follows: 
25 3211.10 MISREPRESENTATIONS OF STATE APPROVAL. 
26 %~-~s-~~±aw£~±-£or-a A motor vehicle service 
27 contract provider ~o shall not represent or imply in 
28 any manner that the provider has been sponsored, 

-- '-----_._29 recommended, or approved or that the provider's 
30 abilities or qualifications have in any respect been 
31 passed upon by the see~ri~ies-b~rea~7-~"e-i~s~ranee 
32 div±sion7-0r-~"e state of Iowa, including the 
33 commissioner, the insurance division, or the 
34 division's securities bureau. 
35 Sec. 7. Section 321I.ll, Code 1999, is amended by 
36 adding the following new subsection: 
37 NEW SUBSECTION. SA. A motor vehicle service 
38 contract provider shall not repair a motor vehicle 
39 covered by a motor vehicle service contract with any 
40 of the following: 
41 a. Used parts, unless the provider receives prior 
42 written authorization by the vehicle owner. 
43 b. Rebuilt parts, unless the parts are rebuilt 
44 according to national standards recognized by the 
45 insurance division. 
46 Sec. 8. Section 321I.12, subsection 1, unnumbered 
47 paragraph 1, Code 1999, is amended to read as follows: 
48 A motor vehicle service contract provider shall 
49 keep accurate aeeo~n~s7-boo~s7-and records concerning 
50 transactions regulated under this chapter. 
S-5178 -2-
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1 Sec. 9. Section 321I.12, subsection 1, paragraph 
2 a, unnumbered paragraph 1, Code 1999, is amended to 
3 read as follows: 
4 A motor vehicle service contract provider's 
5 aeeotl~t~,-boo~g,-a~d records shall include all of the 
6 following: 
7 Sec. 10. Section 321I.12, subsection 1, paragraphs 
8 band c, Code 1999, are amended to read as follows: 
9 b. A motor vehicle service contract provider shall 

10 retain all required aeeotl~ts,-book~,-aftd records 
11 pertaining to a service contract holder for at least 
12 two years after the specified period of coverage has 
13 expired. A provider discontinuing business in this 
14 state shall maintain its records until the provider 
15 furnishes the commissioner satisfactory proof that the 
16 provider has discharged all obligations to contract 
17 holders in this state. 
18 c. Motor vehicle service contract providers shall 

_~ 19 make all aeeotl~t~,-books,-a~d records concerning 
--~ transactions regulated under the chapter available to 

2.1 --t·!::\.e commissioner for the purpose of examination. 
22~ec. 11. Section 321I.14, subsections 1, 2, and 4, 
23 Code 1999, are amended to read as follows: 
24 1. The adm±~±~trator-of-tn±g-enapter commissioner 
25 may take actions which are necessary or appropriate 
26 for the protection of service contract holders or to 
27 adm±~±~tef for the effective administration of this 
28 chapter. The adm±~±stfatof commissioner may make 
29 private and public investigations and examinations as 
30 the adm±n±stfaeOf commissioner deems necessary to 
31 determine whether any person has violated or is about 
32 to violate this chapter or a rule or order adopted or 
33 issued pursuant to this chapter. 
34 2. Po~-tne-ptlfpose-of In an investigation or 
35 proceeding under this chapter, the adm±fi±~trator 
36 commissioner or any officer designated by the 
37 adm±n±~tfatof commissioner may administer oaths and 
38 affirmations, subpoena witnesses and compel their 
39 attendance, take evidence, and require the production 
40 of books7-papers,-eorfe~po~de~ee,-memofanda7 
41 8gfeement8,-or-otner-aoetlmeftts-or records which the 
42 adm±~±~tratof commissioner deems relevant or material 
43 to an inquiry, all of which may be enforced in 
44 accordance with chapter 17A. 
45 4. ff-aft-±~~eSt±9at±on-prov±des-rea~o~abie 
46 e~±de~ee Upon the commissioner's determination that a 
47 per~on-v±olated provider has engaged, is engaging, or 
48 is about to eng~ in any act or practice constituting 
49 a violation of this chapter or a rule adopted pursuant 
50 to this chapter, the commissioner may issue a~ ~ 
5-5178 -3-
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1 summary order di~eeeed-ae directing the person to 
2 cease and desist from engaging in the act or practice 
3 resulting in the violation or to take other 
4 affirmative action as in the judgment of the 
5 commissioner is necessary to comply with the 
6 requirements of this chapter. 
7 a. If a hearing is not timely requested, the 
8 summary order becomes final by operation of law. The 
9 order shall remain effective from the date of issuance 

10 until the date the order becomes final by operation of 
11 law or is overturned by a presiding officer or court 
12 following a request for hearing. A person who has 
13 been issued a summary order under this subsection may 
14 contest the order by filing a request for a contested 
15 case proceeding as provided in chapter 17A and in 
16 accordance with rules adopted by the commissioner. 
17 However, the person shall have at least thirty days 
18 from the date that the order is issued in order to 
19 file the request. Section l7A.l8A is inapplicable to 
20 a summary order issued under this subsection. 
21 b. A person violating a summary order issued under 
22 this subsection shall be deemed in contempt of that 
23 order. The cowmissioner may petition the district 
24 court to enforce the order as certified by the 
25 commissioner. The district court shall adjudge the 
26 person in contempt of the order if the court finds 
27 after hearing that the person is not in compliance 
28 with the order. The court shall assess a civil 
29 penalty against the person in an amount not less than 
30 three thousand dollars but not greater than ten 
31 thousand dollars per violation, and may issue further 
32 orders as it deems appropriate. 
33 Sec. 12. Section 3211.15, Code 1999, is amended to 
34 read as follows: 
35 321I.15 AUDITS. 
36 The commissioner may examine or cause to be 
37 examined the book~,-pape~~, records,-memo~a~da,-o~ 
38 doeumenes of a motor vehicle service contract provider 
39 for the purpose of verifying compliance with this 
40 chapter. The commissioner may require, by a subpoena, 
41 the attendance of the provider, or the provider's 
42 representative, and any other witness whom the 
43 commissioner deems necessary or expedient, and the 
44 production of book~,-paper~7 records7-memora~d~,-or 
45 ~oe~ment~ relating in any manner to compliance with 
46 this chapter if a provider or witness fails or refuses 
47 to produce the documents for examination when 
48 requested by the commissioner. 
49 Sec. 13. Section 3211.16, Code 1999, is amended to 
50 read as follows: 
S-5178 -4-
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3211.16 VIOLATIONS -- PENALTIES. 
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23 
24 
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26 
27 
28 
29 
30 
31 
32 
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1. a. Except as provided in paragraph "b", all of 
the following shall apply: 

ill A violation of this chapter or a rule adopted 
pursuant to this chapter is a violation of section 
714.16, subsection 2, paragraph "a". The remedies and 
penalties provided by section 714.16, including but 
not limited to injunctive relief and civil penalties, 
apply to violations of this chapter. 

(2) A person who willfully and knowingly violates 
this chapter or a rule adopted pursuant to this 
chapter is, upon conviction, guilty of a class liD" 
fe1o~ 

b. A motor vehicle service contract provider who 
fails to file documents and information with the 
commissioner as required pursuant to section 3211.3 
may be subject to a civil penalty. The amount of the 
civil penalty shall not be more than four hundred 
dollars plus two dollars for each motor vehicle 
service contract that the person executed prior to 
satisfying the filing requirement. However, a person 
who fails to file information regarding a change in 
the provider's name or the termination of the 
Pl'ovider's business as required pursuant to section 
3211.3 i~ subject to a civil penalty of not more than 
five hundred dollars. 

2. If the commissioner believes that grounds exist 
for the criminal prosecution of per~on~-~ttb;ee~-~o 
~h±~-eh6p~er 9 motor vehicle service contract provider 
for ~iol6~iong-of violating this chapter or any other 
law of this state, the corr~issioner may forward to the 
attorney general or the county attorney the grounds 
for the belief, including all evidence in the 
commissioner's possession,-in-order-~h6~-~he-6~~orney 
gener6l-or-the-eotln~y-e~~orney-may-proeeed-w±~h-the 
m6~~er-6g for action deemed appropriate by the 
attorney general or county attorney. At the request 
of the attorney general, the county attorney shall 
appear and prosecute the action when brought in the 
county served by the county attorney. 

37--A-~er~on-who-wittftlltY-6nd-knowin9ty-~i~l6te~ 
~hig-eh6pter-or-6-rtlte-6do~~ed-pttr~tt6nt-to-thig 
~hep~er-~~,-ttpon-eonv±et±on'-9tt±t~y-of-6-et6~~-uBll 
felonY7 

Sec. 14. Section 321I.9, Code 1999, is repealed. 
Sec. 15. DIRECTIONS TO THE CODE EDITOR. The Code 

editor is directed to transfer chapter 3211 to or near 
chapter 523J, and correct internal references as 

49 necessary. 
50 DIVISION II 

-5-$-5178 

Page 6 



SENATE CLIP SHEET 

5-5178 
Page 

1 
6 

2 Sec. 16. 
3 paragraph 1, 
4 as follows: 

MARCH 21, 2000 Page 7 

IOWA UNIFORM SECURITIES ACT 
Section 502.304, subsection 1, unnumbered 
Code Supplement 1999, is amended to read 

5 The administrator may by order deny, suspend, or 
6 revoke a registration or may censure, impose a civil 
7 penalty upon, or bar an applicant, registrant, branch 
8 manager, assistant branch manager, supervisor, or any 
9 officer, director, partner, or person occupying a 

10 similar status or performing similar functions for a 
11 registrant. A person barred under this subsection may 
12 be prohibited by the administrator from employment 
13 with a registered broker-dealer or investment adviser. 
14 The administrator may restrict the person barred from 
15 engaging in any activity for which registration is 
16 required. Any action by the administrator under this 
17 subsection may be taken if the order is found to be in 
18 the public interest and it is found that the applicant 
19 or registrant or, in the case of a broker-dealer or 
20 investment adviser, a partner, an officer, or a 
21 director, a person occupying a similar status or 
22 performing similar functions, or a person directly or 
23 indirectly controlling the broker-dealer or investment 
24 adviser, or a branch manager, assistant branch 
25 manager, or suoervisor: 
26 Sec. 17. Section 502.604, subsection 1, Code 
27 Supplement 1999f is amended to read as follows: 
28 1. Issue an a summary order directed at the person 
29 requiring the person to cease and desist from engaging 
30 in such act or practice or to take other affirmative 
31 action as in the judgment of the administrator is 
32 necessary to comply with the requirements of this 
33 chapter. 
34 a. If a hearing is not timely requested, the 
35 summary order becomes final by operation of law. The 
36 order shall remain effective from the date of issuance 
37 until the date the order becomes final by operation of 
38 law or is overturned by a presiding officer or court 
39 following a request for hearing. A person who has 
40 been issued a summary order under this subsection may 
41 contest the order by filing a request for a contested 
42 case proceeding as provided in chapter 17A and in 
43 accordance with rules adopted by the administrator. 
44 However, the person shall have at least thirty days 
45 from the date that the order is issued in order to 
46 file the request. Section 17A.18A is inapplicable to 
47 a summary order issued under this subsection. 
48 b. A person violating a summary order issued under 
49 this subsection shall be deemed in contempt of that 
50 order. The administrator may petition the district 
S-5178 -6-
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1 court to enforce the order as certified by the 
2 ad~inistrator. The district court shall adjudge the 
3 person in cont~mpt of the order, if the court finds 
4 after hearing that the person is not in compliance 
5 with the order. The court shall assess a civil 
6 penalty against the person in.an amount not less than 
7 three thousand dollars but not greater than ten 
8 ~housand dollars per violation, and may issue further 
9 orders as it deems appropriate. 

10 Sec. 18. Section 502.605, subsection 1, Code 1999, 
11 is amended to read as follows: 
12 1. a. AMy Except as provided in paragraph "b", a 
13 person who willfully and knowingly violates any 
14 provision of this chapter, or any rule or order under 
15 this chapter, sl-latt-b~ is guilty of a class "0" 
16 felony. --
17 b. A person who willfully and knowingly violates 
18 section 502.401, 502.402, or 502.403, or section 
19 502.408, subsection 1 or 2, resulting in a loss of 
20 more than ten thousand dollars is guilty of a class 
21 "C" felony. 
22 Sec. 19. Section 502.609, subsection 1, unnumbered 
23 paragraph 1, Code 1999, is amended to read as follows: 
24 Every applicant for registration under this 
25 chapter, and every issuer which proposes to offer a 
26 security in this state, unless exempt under section 
27 502.202 or 502.203 and the administrator by rule or 
28 order waives the filing, shall file with the 
29 administrator, in such form as the administrator by 
30 rule prescribes, an irrevocable consent appointing the 
31 administrator or the administrator's successor in 
32 office to be such person's attorney to receive service 
33 of any lawful process in any noncriminal suit, action 
34 or proceeding against such person or the successor, 
35 executor or administrator of such person which arises 
36 under this chapter or any rule or order hereunder 
37 after the consent has been filed, with the same 
38 validity as if served personally on the person filing 
39 the consent. The consent need not be filed by a 
40 person who has filed a consent in connection with a 
41 previous registration or notice filing which is then 
42 in effect. Service may be made by leaving a copy of 
43 the process in the office of the administrator, but it 
44 is not effective unless the plaintiff, including the 
45 administrator when acting as such, does the following: 
46 DIVISION III 
47 BUSINESS OPPORTUNITY PROMOTIONS 
48 Sec. 20. Section 5238.1, Code Supplement 1999, is 
49 amended by adding the following new subsection: 
50 NEW SUBSECTION. lOA. "Record" means the same as 
5-5178 -7-
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1 defined in section 321I.l. 
2 Sec. 21. Section 523B.2, subsection 2, paragraph 
3 b, subparagraph (2), Code Supplement 1999, is amended 
4 to read as follows: 
5 (2) A disclosure document prepared pursuant to the 
6 federal trade commission rule en~~~ted-ll9±~eto~tt~e 
7 relating to disclosure requirements and prohibitions 
8 concerning franchising and business opportunity 
9 ventures ll , as adopted by rule of the administrator in 

10 accordance with 16 C.F.R. $ 436 tf919t. ~he 
11 ~dm±n±~t~a~o~-may-bY-~ttte-8dopt-8ny-amendmen~-~o-~he 
12 d±~eto~tt~e-doetlmen~-prepared-ptl~~tlan~-~o-t6-€~P~R.-$ 
13 436-tt919t-~h8t-ha~-been-adop~ed-by-~he-fede~ai-~~ade 
14 eommi~s±on. 
15 Sec. 22. Section 523B.2, subsection 2, Code 
16 Supplement 1999, is amended by adding the following 
17 new paragraph: 
18 NEW PARAGRAPH. c. The seller shall disclose to 
19 the administrator in the disclosure document or 
20 otherwise any sales or offers made in this state prior 
21 to registration. 
22 Sec. 23. Section 523B.2, subsection 4, Code 
23 Supplement 1999, is amended to read as follows: 
24 4. EFFECTIVE DATE. A registration automatically 

Page 9 

25 becomes effective upon the expiration of the fifteenth 
26 thirtieth full business day after the complete filing 
27 is received by the administrator, provided that no ~ 
28 order has not been issued or a proceeding is not 
29 pending under subsection 10. -The administrator-may by 
30 order waive or reduce the time period prior to 
31 effectiveness, provided that a complete filing has 
32 been made. The administrator may by order defer the 
33 effective date until the expiration of the fifteenth 
34 thirtieth full business day after the filing of an 
35 amendment with the administrator. 
36 Sec. 24. Section 523B.2, subsection 9, paragraph 
37 c, Code Supplement 1999, is amended by adding the 
38 following new subparagraph: 
39 NEW SUBPARAGRAPH. (8) The rights and 
40 responsibilities of the parties regarding the 
41 marketing of a business opportunity, including but not 
42 limited to all of the following: 
43 (a) Whether the seller assigns the purchaser a 
44 territory in which to sell a business opportunity. 
45 (b) Whether the seller assists the purchaser in 
46 finding locations in which to sell a business 
47 opportunity. 
48 (c) Whether the purchaser is solely responsible 
49 for marketing a business opportunity_ 
50 Sec. 25. Section 523B.8, SUbsection 1, Code 1999, 
5-5178 -8-
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1 is amended to read as follows: 
2 1. a. ff-it-app~ar~-to-t~~-admini~trator Upon the 
3 administrator's determination that a person has 
4 engaged, is engaging, or is about to engage in any act 
5 or practice constituting a violation of this chapter 
6 or a rule or order adopted or issued under this 
7 chapter, the administrator may issue an a summary 
8 order aireeted-at directing the person r~qttirin~-th~ 
9 p~r~en to cease and desist from engaging in the act or 

10 practice or to take other affirmative action as in the 
11 judgment of the administrator is necessary to comply 
12 with the requirements of this chapter. 
13 ~ ~~e IE a hearing is not timely requested, the 
14 summary ord~r becomes final by operation of law. The 
15 order shall remain effective from the date of issuance 
16 until the date the order becomes final by operation of 
17 law or is overturned by a presiding officer or court 
18 following a request for hearing. A person named-in 
19 th~-~ra~r-may,-wit~in-fotlrt~~n-aay~-of-t~~-date-of-the 
20 order,-fite-a-writt~n who has been issued a summary 
21 order under this subsection may contest it by filing a 
22 request for a ~earin~~--~~e-hearin~-~ha±±-be-hetd-in 
23 aee~rdanee-wit~ contested case proceeding as provided 
24 in chapter l7A and in accordance with the rules 
25 adopted by the administrator. However, the person 
26 shall have at least thirty days from the date that the 
27 order is issued in order to file the request. Section 
28 17A.18A is inapplicable to a summary order issued 
29 under this subsection. 
30 c. A person violating a summary order issued under 
31 this subsection shall be deemed in contempt of that 
32 order. The administrator may petition the district 
33 court to enforce the order as certified by the 
34 administrator. The district court shall adjudge the 
35 person in contempt of the order if the court finds 
36 after hearing that the person is not in compliance 
37 with the order. The court shall assess a civil 
38 penalty against the person in an amount not less than 
39 three thousand dollars but not greater than ten 
40 thousand dollars per violation, and may issue further 
41 orders as it deems appropriate. 
42 Any A consent agreement between the administrator 
43 and the-seller may be filed in the miscellaneous 
44 docket of the clerk of the district court. 
45 Sec. 26. Section 5238.8, subsection 2, paragraph 
46 b, Code 1999, is amended to read as follows: 
47 b. For the purpose of an investigation or 
48 proceeding under this chapter, the administrator or an 
49 officer designated by the administrator may administer 
50 oaths and affirmations, subpoena witnesses, compel the 
S-5178 -9-
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1 attendance of witnesses, take evidence and require the 
2 production of book~,-paper~,-eorre~poftdeftee, 
3 memOraftd6,-69reemeftt~,-or-other-doettmeftt~-or records 
4 which the administrator deems relevant or material to 
5 the inquiry. 
6 DIVISION IV 
7 RESIDENTIAL SERVICE CONTRACTS 
8 Sec. 27. Section 22.7, Code Supplement 1999, is 
9 amended by adding the following new subsection: 

10 NEW SUBSECTION. 39. Information obtained by the 
11 commissioner of insurance in the course of an 
12 investigation as provided in section 502.603, 523B.8, 
13 or 523C.23. 
14 Sec. 28. Section 523C.l, Code 1999, is amended by 
15 adding the following new subsection: 
16 NEW SUBSECTION. 6A. "Record" means the same as 
17 defined in section 3211.1. 
18 Sec. 29. Section 523C.7, subsection 4, Code 1999, 
19 is amended to read as follows: 
20 4. To the extent necessary to administer the 
21 provisions of this chapter, the commissioner may, 
22 after notice and hearing, institute a residential 
23 service contract form approval or form review fee a~ 
24 the-eommi~~iofter-~h6ii-by. If the commissioner 
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25 establishes a fee, the amount of the fee shall be set 
26 £y rule ~et adopted pursuant to chapter l7A. The fee, 
27 if-impo~ed, may be by dollar amount or based upon a 
28 percentage of the sale value of the contract. 
29 However, the fee shall not exceed fifty thousand 
30 dollars. 
31 Sec. 30. Section 523C.19, Code 1999, is amended to 
32 read as follows: 
33 523C.19 CEASE AND DESIST ORDERS. 
34 1. ff-6M-iMve~ti96tioM-prov±de~-re8~Oft6bie 
35 evidenee Upon the commissioner's determination that a 
36 person vioi6ted-6ny-prov±~ion has engaged, is 
37 engaging, or is about to engage in any act or practice 
38 constituting a violation of this chapter or any rule 
39 adopted pursuant to this chapter, the commissioner may 
40 issue an order direeted-at directing the person to 
41 cease and desist from engaging in the act or practice 
42 resulting in the violation or to take other 
43 affirmative action as in the judgment of the 
44 commissioner is necessary to comply with the 
45 requirements of this chapter. 
46 2. If a hearing is not timely reguested, the 
47 summary order becomes final by operation of law. The 
48 order shall remain effective from the date of issuance 
49 until the date the order becomes final by operation of 
50 law or is overturned by a preSiding officer or court 
5-5178 -10-
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1 following a request for hearing. A person who has 
2 been issued a summary order under this section may 
3 contes~ it by filing a request for a contested case 
4 proceeding as provided in chapter 17A and in 
5 accordance with rules adopted by the commissioner. 
6 However, the person shall have at least thirty days 
7 from the date that the order is issued in order to 
8 file the request. Section l7A.18A is inapplicable to 
9 a summary order issued under this subsection. 

10 3. A person violating a summary order issued under 
11 this subsection shall be deemed in contempt of that 
12 order. The commissioner may petition the district 
13 court to enforce the order as certified by the 
14 commissioner. The district court shall adjudge the 
15 person in contempt of the order if the court finds 
16 aEter hearing that the person is not in compliance 
17 with the order. The court shall assess a civil 
18 penalty ~inst the person in an amount not less than 
19 three thousand dollars but not greater than ten 
20 thousand dollars per violation, and may issue further 
21 orders as it deems appropriate. 
22 Sec. 31. NEW SECTION. 523C.23 INVESTIGATIONS AND 
23 SUBPOENAS. 
24 1. a. In enforcing this chapter, the commissioner 
25 may conduct a public or private investigation in order 
26 to do any of the following: 
27 (1) Determine whether a person has violated or is 
28 about to violate a provision of this chapter or a rule 
29 or order under this chapter. 
30 (2) Aid in the enforcement of this chapter or in 
31 the prescribing of rules and forms under this chapter. 
32 b. In carrying out this subsection, the 
33 commissioner may do all of the following: 
34 (I) Conduct the investigation within or outside of 
35 this state. 
36 (2) Require or allow a person to file a statement 
37 in writing regarding the facts or circumstances 
38 concerning a matter to be investigated. The 
39 commissioner may require that the statement be made 
40 under oath. 
41 (3) Apply to the district court for the issuance 
42 of an order requiring a person's appearance before the 
43 commissioner or the attorney general. The person may 
44 also be required to produce documentary evidence 
45 germane to the subject of the investigation. The 
46 failure to obey an order under this sUbsection 
47 constitutes contempt of court. 
48 c. Information obtained in the course of an 
49 investigation is confidential as provided in section 
50 22.7. However, upon a determination that disclosure 
S-5178 -11-
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1 of the information is necessary or appropriate in the 
2 public interest or for the protection of consumers, 
3 the commissioner may do any of the following: 
4 (1) Share information obtained during the course 
5 of the investigation with another regulatory authority 
6 or government agency_ 
7 (2) Publish information obtained during the course 
8 of the investigation which concerns a violation of 
9 this chapter or a rule or order under this chapter. 

10 2. Except as provided in section 523C.19, a 
11 proceeding instituted under this chapter shall be 
12 conducted pursuant to chapter l7A and rules adopted by 
13 the commissioner pursuant to chapter 17A. 
14 3. In an investigation or proceeding conducted 
15 under this chapter, the commissioner or any designee 
16 of the commissioner may administer oaths and 
17 affirmations, subpoena witnesses, compel their 
18 attendance, take evidence, and require the production 
19 of any records which the commissioner deems relevant 
20 or material to the inquiry. 
21 4. A person is not excused from attending and 
~2 testifying or from producing a document or record 
23 before the commissioner or in obedience to a subpoena 
24 of the commissioner or an officer designated by the 
25 commissioner, or in a proceeding instituted by the 
26 commissioner, on the grounds that the testimony or 
27 evidence, documentary or otherwise, required of the 
28 person may tend to incriminate or subject the person 
29 to a penalty or forfeiture. However, a person shall 
30 not be prosecuted or subjected to any penalty or 
31 forfeiture due to a transaction or matter about which 
32 the person is compelled, after claiming privilege 
33 against self-incrimination, to testify or produce 
34 evidence, documentary or otherwise. The person 
35 testifying, however, is not exempt from prosecution 
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36 and punishment for perjury or contempt committed while 
37 testifying. 
38 DIVISION V 
39 RETIREMENT CARE CONTRACTS 
40 Sec. 32. Section 5230.13, Code 1999, is amended to 
41 read as follows: 
42 523D.13 COMPLIANCE ORDERS. 
43 ~ Upon the commissioner's determination that a 
44 provider ha~-~iolateo-a-pro~i~ion has engaged, is 
45 engaging, or is about to engage in any act or practice 
46 constituting a violation of this chapter or a rule 
47 adopted pursuant to this chapter, the commissioner may 
48 issue an a summary order reqttirinq-a directing the 
49 provider to cease and desist from an-tlnlawrtll engaging 
50 in the act or practice resulting in the violation or 
S-5178 -12-
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1 to take other affirmative action as in the judgment of 
2 the commissioner is necessary to comply with the 
3 requirements of this chapter. 
4 2. ~he-pe~~on-named-±n-the-o~der-maY7-w±thin 
5 fOttrteen-day~-afte~-reee±pt-of-the-order7-fi~e-a 
6 w~±tten-re~tte~t-for-a-hear±n~~--~he-hea~in~-8ha~t-be 
7 held-in-aeeordanee-w±th-ehapter-t7A~--ff-a-hear±n~-±8 
8 not-re~tte8teo7-the-order-8hait-beeome-permanent~ If a 
9 hearing is not timely requested, the summary order----

10 becomes final by operation of law. The order shall 
11 remain effective from the date of issuance until the 
12 date the order becomes final by operation of law or is 
13 overturned by a presiding officer or court following a 
14 request for hearing. A person who has been issued a 
15 summary order under this section may contest it by 
16 filing a request for a contested case proceeding as 
17 provided in chapter 17A and in accordance with rules 
18 adopted by the commissioner. However, the person 
19 shall have at least thirty days from the date that the 
20 order is issued in order to file the request. Section 
21 17A.18A is inapplicable to a summary order issued 
22 under this section. 
23 3. A person violating a summary order issued under 
24 this section shall be deemed in contempt of that 
25 order. The commissioner may petition the district 
26 court to enforce the order as certified by the 
27 commissioner. The district court shall adjudge the 
28 person in contempt of the order if the court finds 
29 after hearing that the person is not in compliance 
30 with the order. The court shall assess a civil 
31 penalty against the person in an amount not less than 
32 three thousand dollars but not greater than ten 
33 thousand dollars per violation, and may issue further 
34 orders as it deems appropriate. 
35 DIVISION VI 
36 PROBATE TRANSFER ON DEATH 
37 Sec. 33. Section 633.801, subsection 6, Code 1999, 
38 is amended to read as follows: 
39 6. "Security" means a security as defined in 
40 section 502.102. For purposes of this chapter, 
41 "security" includes, but is not limited to, a 
42 certificated security, an uncertificated security, and 
43 a security account. 
44 DIVISION VII 
45 VIATICAL SETTLEMENT CONTRACTS". 
46 2. Title page, by striking lines 1 and 2 and 
47 inserting the following: 
48 "An Act relating to entities and subject matter 
49 under the regulatory authority of the insurance 
50 division, including motor vehicle service contracts, 
S-5178 -13-
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1 securities, business opportunities, residential 
2 service contracts, retirement care contracts, transfer 
3 on death probate provisions, viatica1 settlement 
4 contracts; and establishing penalties and making 
5 penalties applicable." 
6 3. By renumbering as necessary. 

By MICHAEL E. GRONSTAL 

S-5178 FILED MARCH 20, 2000 

~~ 
( f. gS~) HOUSE FILE 2317 

S-'9177 
1 Amend House File 2317, as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page 2, line 20, by inserting after the word 
4 "who" the following: "owns a life insurance policy or 
5 certificate which covers the life of an individual 
6 who". 

By MICHAEL E. GRONSTAL 

S-5177 FILED MARCH 20, 2000 
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SENATE AJiENDMENT TO HOUSE FILE 2317 
H-8579 

1 Amend House File 2317, as amended, passed, 
2 reprinted by the House, as follows: 
3 1. Page 1, by inserting before line 1 the 
4 following: 
5 "DIVISION I 

and 

6 
7 
8 
9 

MOTOR VEHICLE SERVICE CONTRACTS 
Section 1. Section 3211.1, subsection 1, Code 

1999, is amended to read as follcws: 

10 
1. "Coml::issioner" means the commissioner of 

insurance as provided in section 505.1 or the deDuty 
11 administrator appointed under section 502.601. 
12 Sec. 2. Section 321I.1, Code 1999, is amended by 
13 adding the following new subsection: 
14 
I'.> 

New SUBSECTION. 6A. "Record" means information 
stored or preserved in any medium, including in an 

I.G e1.ectronic or paper format. A record includes but is 
17 not limited to documents, books, publications, 
18 accounts, correspondence, memoranda, agreements, 
19 CO:l1~;llter filp.s, film, microfilm, photographs, and 
20 audio or visual tapes. 
21 Sec. 3. Section 3211.2, subsection 2, Code 1999, 
22 i::; amended to read as follows:. 
23 2. The issl:e~ of a reimbursement insurance policy 
24 snaIl not cancel a reimbursement insurance policy 
25 ~~12ss a written notice has been received by the 
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26 i"~tlra"ce-di~T~ie" commissio~er and by each ap~licable 
27 provid~(, i~cludlng dutcmobile dA31ers an~ third-party 
28 administratorsy-wh±e"_ The notice shall fix the date 
29 of cancellation at a date no earlier than ten days 
30 after receipt of the notice by the ±n~~ra"ee-di~ig~on 
31 commissioner and by the applicable provider. The 
32 notice may be made in person or by mail and a post 
33 office department receipt of certified or registered 
34 mailing sha1i be deemed proof of receipt of the 
35 notice. 
36 Sec. 4. Section 3211.3, subsection 2, Code 1999, 
37 is amended to read as follows: 
38 2. In addition to any other required filings, a 
39 t~~e-and-e~rreet an accurate copy of the service 
40 contract and the provider's reimbursement insurance 
41 pJlicy, the co~sent to service of process on the 
42 commissioner, dnd such other information as the 
43 cOlTlJllissioner requires, shall be filed anr.~ally with 
~4 U:e c0r.lrnissioner no later than the first day of--
45 Augu~~. ~~ the first day of Ausust falls on a Neekend 
46 or d holiday, the date ~or fili~g shall be the ~ext 
47 busi.ness day. In additior'. to tLe ap~;.;a~ ~iling, t:le 
48 provider si;dll pronptly file copies :.;.:= ,~i',' :3.me:1de:: 
·~9 documer,ts ; c: mater ia1 ame:lG:r:ents ~.dVP 82':::-' made . ~ :::he 
50 ~a(erials on f~le with :ne d~~±~±on co~~~SSiO~2!. i = 
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1 an annual filing is made after the first of August and 
2 sales have occurred during the period when the 
3 provider was in noncompliance with this section, the 
4 di-'\f-i~i-""M cummissioner shall assess an additional 
S filing fee'--that islwo times the amount normally 
6 required [or an annual filing. A fee shall not be 
7 charged for interim filings made to keep the materials 
8 filed with the division current and accurate. The 
9 annual filing shall be accompanied by a filing fee 

10 determined by the commissioner "Jhich shall be 
11 sufficient to defray the costs of administering this 
12 chapter. 
13 Sec. 5. Section 3211.3, Code 1999, is amended by 
14 adding the following new gubsection: 
15 NEW SUBSECTION. 3. a. A motor vehicle service 
16 contract provider shall promptly tile the following 
17 information with the insurance commissioner: 
18 (1) A change in the name or ownership of the 
19 provider. 
20 (2) The termination of the provider's business. 
21 b. The provider is not required to submit a fee as 
22 part of this filing. 
23 Sec. 6. Section 3211.10, Code 1999, is amended to 
24 read as follows: 
25 321J.I0 MISREPRESENTATIONS OF STATE APPROVAL. 
26 ft-i-~-H"tawftli-fo~-a A motor vehicle service 
27 contract provIder to shall not represent or imply in 
28 any manner thdt tho. prcwider-has bepn sponsored, 
29 recommended, or appcGved or that the provider's 
30 abilities or qualifications have in any respect been 
31 passed upon by the seen~~tie~-btlreatlT-~he-iftstlr8nee 
32 d-t";fisiel'l,-(')r-t:he statp of Iowa_, __ incl,~d0'~~~_ 
33 co;mnissloner, the insu.rance division, or t-he 
34 dl'-v is i ,:;n's'-se c '.1 r-l't i e-s---'EiJ r ea-u-:------------''' 
35 ----Sec-:j-.----sectlon3TiI. 11.-; Code 1999, is amended by 
36 adding the following new subsection: 
37 NEW SUBSECTION. SA. A motor vehicle service 
38 contrdctprovT<fer shall not repair a motor vehicle 
39 covered by a motor vehicle service contract with any 
40 of the following: 
41 a. Used parts, unless the provider receives prior 
42 written authorization by the vehicle owner. 
43 b. Rebuilt parts, unless the parts are rebuilt 
44 according to national standards recognized by the 
45 insurance division. 
46 Sec. B. Section 3211.12, subsection 1, unnumbered 
47 paragraph 1, Code 1999, is amended to read as follows: 
48 A motor vel1 icle service contract provider shall 
49 keep accurate aeeOtlnts7-beokgi-eftd records concerning 
50 transactions regulated under this chapter. 
H-8579 -2-
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1 Sec. 9. Section 3211.12, subsection 1, paragraph 
2 a, ;lnnumbered paragraph I, Code 1999, is amended to 
3 read dS follows: 
4 p, :notf)r vehicle service contract provider's 
5 deeMn~~~T-beeke7-Bnd records shall include all of the 
6 fo1:'0\."ing: 

Page 5 

7 Sec. 10. Section 3211.12, subsection 1, paragraphs 
8 b dnd c, Code 1999, are amended to read as follows: 
9 b. A motor vehicle service contract provider shall 

10 retain all required Beeo~nt~7-boo~S7-BMd records 
11 pertaining to a service contract holder for at least 
12 two years after the specified period of coverage has 
13 expired. A provider discontinuing business in this 
14 state shall maintain its records until the provider 
15 furnishes the commissioner satisfactory proof that the 
16 provider has discharged all obligations to contract 
17 holders in this state. 
18 c. Motor vehicle service contract providers shall 
19 make all Beeo~nts7-books7-a"d records concerning 
20 transactions regulated under the chapter available to 
21 the commissioner for the purpose of examination. 
22 Sec. 11. Section 3211.14, subsections 1, 2, and 4, 
23 Code 1999, are amended to read as follows: 
24 1. The Bdm±n±s~r8~or-o€-th±s-ehBp~er commissioner 
25 may take actions which are necessary or appropriate 
26 for the protection of service contract holders or ~o 
27 8cl!l'l-in-t-~te~ for tt~e effective administration of this 
28 chap:er. The adrT!-ini-~t!"B~et' commissioner may make 
29 priv2te and p~blic investig2tions and examinations as 
)0 the 8d~i"~~tre~er commis2~oner deems necessary to 
31 determinE' wn-:-th-=[ any p0rs0rl has violated or is about 
32 to violate this chapter or d rule or order adopted or 
33 issued pursuant to ~his chapter. 
~4 2. F~'1"-t~e-l'tt!"!,o~H~-of rl~ an investigation or 
l5 proceeding under this chapler, the 8dm±n±S~~9ter 
36 commi~sioner or any officer designated by the 
37 ~dm±n~~~~et0t commissioner may adrni!1ister oaths and 
'28 aftirmdtions, subpoen3 \Vitr~esses and compel their 
~9 dtten~3nce, take evidence, and require the production 
40 of b~e~~7-~8pe~3(-eerre~~ende~ee7-memorB~e~7 
41 bgreemen~~7-et'-o~he~-doe~~e~t~-or records ~hich the 
42 ticiffli-~-t!:H'::"~~~~l" CG::u~':issioner deems relevant or mater i.31 
4~ to an inquiry, all of which may be enforced in 
44 accordance with chaoter 17A. 
45 4. ~~-~~-±nvestig8t~c~-~ro~±de~-~ea~o~8b~e 
46 e ... -i-denee Cpon the comm:s3iG~ier'S dete:~i.nation that a 
~7 ~~~~o~-v+etdteci ?rcvider has engaqed, is enaaqing, or 
48 is abouj. tr.) enge:gG_)n any act or practice cor;stltuti~ 
49 a violat~on of this chapter or a rule adopted pursuant 
50 to this chapter, the commissioner may issue 8n ~ 
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1 summa£y order dt-l"eeeed--6e directin~ the person to 
2 cease and desist from engaging in the act or practice 
J resulting ill the violation or to Lake other 
4 a f J~_i!_I1§_ t i ve a c ti 0 11 as i 12-.!=- he j u d gm~n t _ 0 [ _t:..b_~ 
5 f~[\~i 5S ione f __ l s _~\ecessa ~.J:..?_compl:i._~'~_ i:.h l hp" 
6 !:~irement!:~ of this chapte!::.. 
7 a. If d heClr iJ~5L_~~9.t_ t imely n:>~es ted, the 

Page 6 

8 summ(~_.-2!'der be(~Ol~:".~_,.final by operatiC:i, .. _.?f law. rrrl~ 
9 order 3~all remain effect ~ve from the daLe of lSSlld!i{,:e 

10 ·l~1tTl--the-ddtp--the order becomes fj nal b..L.QQeratTon--of 
11 Id,\,,-do-r-Ts ov~iT!:!! ne~i l~ pees i d i fig of f. i ce r_~)-r-~?~!.!: t-
12 follo_V!.ing a reg~_~::>t for he_arinq. A pec;son _\;Jh~hdS 
13 been i ssu~~_.~~~!~:ma ry order _ under this ::-~ubst.":..~~.l.on m~ 
14 co~l.e5t_lhe _<?.rder by filing a request tor a_ contested 
IS case l?roceed~~ as prov~ded in chapter l7A and in 
16 ac~S'rdance~.i~~_~~_adopted by the commiss ioner ._ 
I·, !i<?_(N~ver( the per~9i1 shall have at least thirty da'Ls 
18 from the date that the order is issued in order to 
19 f i Ie the regup;:;~ Sec-tlOn 17A.18A is inappl icable to 
20 ~!3ummdry orde~..-i.:::;st,led under tQis subsection. 
21 b. A_.2erson . ..Yl52~_9.ti_ng a summary <?rder i~~::!.e~~nder 
22 this subsectio~ shall be~deerned in contempt ot that 
23 order. The c~JrnmissioJ~~_~.~~~_tition the district 
24 court to enforce the order as certified ~y the 
25 cornrr.}~_::;j.on~~-'r}1e dlslrl_gt court shall a~rfu-dge the 
26 perso_n_l..!.~_~.9n~~empt .. of the _~)[der if the court fi.!ld~ 
2) 9fteC_l~~arJ~_t.~3.~:_._the per:.§.?n is not_in c<?mpli~!~':.'~ 
28 with the order. The court ~hall assess a civil 
29 p_i-:nal\y_ .?_~l~i n s t _fh e £e r'son--Ip-anarriOu n !.~_ n-o t )~es s t ha n 
30 thsee_ thC?JL~~:)T2~L_9(Jllars but_~<?t 9.£...~C!..~_~r than ten 
31 !:h5:usand_.~9)_1.c!L~r::.... . .Y.i9).:.?U-ont and m~ssue fu~ther 
32 oi"ziers a5 __ ~,_deems ~.2P.!0eriate._ 
33 Sec. l~. Section 3211.15, Code 1999, is amended to 
34 read as follows: 
35 3211.15 AUDITS. 
36 The commissioner may examine or caU32 to be 
37 examined the hook~T-pap~r~1 recordsT-memOr6ftdaT-Or 
38 doetlm~ftt~ of a motor vehicle service contract provider 
39 for the purpose of verifying compliance with this 
40 chapter. The commissioner may require, by a subpoena, 
41 the attendance of the provider, or the provider's 
42 representative, and any other witness whom the 
43 commissioner deems necessary or expedient, and the 
44 production of heek~T-peper~T recordsT-memorencieT-or 
45 doe~mene~ relating in any manner to compliance with 
46 this chaptpr if a provider or witness fails or refuses 
47 to produce the documents for examination when 
48 requested by the commissioner. 
49 Sec. 13. Section 3211.16, Code 1999, is amended to 
50 read as follows: 
H-8579 -4-
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3211.16 VIOLATIONS -- PENALTIES. 
2 1. a. Except as provided in paragraph "b", all of 
3 the following shall apply: 
4 ill A violation of this chapter or a rule adopted 
5 pursuant to this chapter is a violation of section 
G 714.l!.i, subsection 2, paragraph "a". The remedies and 
7 penalties provided by section 714.16, including but 
8 not limited to injunctive relief and civil penaltjes, 
9 apply to violations of this chapter. 

10 (2) A person who willfully and knowingly violates 
11 this chapter or a rule adopted pursuant to this 
12 chapter i.s, upon conviction, guilty ot a class "D" 
13 felony. 
14 b. A motor vehicle service contract provider who 
15 fails to tile documents and information with the 
16 commissioner as required pursuant to section 3211.3 
17 may be subject to a civil penalty. The amount of the 
18 civil penalty shall not be more than four hundred 
19 dollars plus two dollars for each motor vehicle 
20 service contract that the person executed prior to 
21 satisfying the [ilina requirement. However, a person 
22 who fails to file information regarding a chanae in 
23 the provider's name or the termination of the 
24 provider'S business as required pursuant to section 
25 3?1I.3 is subject to a civil penalty of not more than 
26 five hundred dollars. 
27 2. If the commissioner believes that grounds exist 
28 for the criminal prosecution of per~on~-~tlbjeet-to 
29 thi~-eh~p~er a motor vehicle service contract provider 
30 for ~io±atio"~-of violating this chapter or any other 
31 law of this state, the commissioner may forward to the 
32 attorney general or the county attorney the grounds 
33 for the belief, including all evidence in the 
34 commissioner's possession,-±n-order-th6~-~he-6t~or"~y 
35 ge~e~a~-~r-~he-e0tift~y-6~~~~ftey-~~y-?reeeeci-w~~h-t~e 
36 ~fttter-tl3 for action deemed appropriate by the 
37 attorne'L <Jeneral or cour.::y attorney. At the request 
38 of the attorney general, the county attorney shall 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

appear and prosecute the action when brought in the 
county served by the county attorney. 

3~--A-per~on-~h~-wi±lfu±~r-aftd-knowi~9t7-~±otate~ 
th~9-ehbPter-or-a-rtlte-ddepted-ptir~tl6Mt-te-th±~ 
eh~pter-±s,-dPbft-eonviet±6"T-9tliity-of-8-eia~~-llBll 

feio!'lYT 
Sec. 14. Section 321I.9, Code 1999, is repealed. 
Sec. l~. DIREC~IONS TO THE CODE EDITOR. The Code 

editor is directed to transfer chapter 3211 to or near 
chapter 523J, and correct internal references as 
necessary. 

SO 
H-8579 
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IOWA UNIFORM SECURITIES ACT 
2 Sec. 16. 
3 paragraph 1, 
4 as follows: 

Section 502.304, subsection 1, unnumbered 
Code Supplement 1999, is amended to read 

5 The administrator may by order deny, suspend, or 
6 revoke a registration or may censure, impose a civil 
7 penalty upon, or bar an applicant, registrant, branch 
8 ma0ager, assistant branch manager, supervisor, or any 
9 officer, director, partner, or person occupying a 

10 similar status or performing similar functions for a 
11 registrant. A person barred under this subsection may 
12 be prohibited by the administrator from employment 
13 with a registered broker-dealer or investment adviser. 
14 The administrator may restrict the person barred from 
15 engaging in any activity for which registration is 
16 required. Any action by the administrator under this 
17 subsection may be taken if the order is found to be in 
18 the public interest and it is found that the applicant 
19 or registrant or, in the case of a broker-dealer or 
20 investment adviser, a partner, an officer, or a 
21 director, a person occupying a similar status or 
22 performing similar functions, or a person directly or 
23 indirectly controlling the broker-dealer or investment 
24 adviser, or a branch manager, assistant branch 
25 manager, or supervisor: 
26 Sec. 17. Section 502.604, subsection 1, Code 
27 Supplement 1999, is amended to read as follows: 
28 1. Issue aM a summary order directed at the person 
29 requiring the person to cease and desist from engaging 
30 in such act or practice or to take other affirmative 
31 ?ction as in the judgment of the administrator is 
32 necessary to comply with the requirements of this 
33 chapter. 
34 a. If a hearing is not timely requested, the 
35 summary order becomes final by operation of law. The 
36 order shall remain effective from the date of issuance 
37 until the date the order becomes final by operation of 
38 law or is overturned by a presiding officer or court 
39 following a request for hearing. A person who has 
40 been issued a summary order under this subsection may 
41 contest the order by filing a request for a contested 
42 case proceeding as provided in chapter 17A and in 
43 accordance with rules adopted by the administrator. 
44 However, the person shall have at least thirty days 
45 from the date that the order is issued in order to 
46 file the request. Section 17A.18A is inapplicable to 
47 a summary order issued under this subsection. 
48 b. A person violating a summary order issued under 
49 this subsection shall be deemed in contempt of that 
50 order. The administrator may petition the district 
H-8579 -6-
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1 court to enforce the order as certified by the 
2 administrator. The district court shall adjudge the 
J peujon in contempt of the order, if the court finds 
4 alter hearing that the person is not in compliance 
5 with the order. The court shall assess a civil 
6 penalty against the person in an amount not less than 
7 three thousand dollars but not greater than ten 
8 thousand dollars per violation, and may issue further 
9 orders as it deems apQropriate. 

Page 9 

10 Sec. 18. Section 502.605, subsection 1, Code 1999, 
11 is amended to read as follows: 
12 1. a. Any Except as provided in paragraph "b", a 
13 person who willfully and knowingly violates any 
14 provision of this chapter, or any rule or order under 
15 this chapter, ~hall-oe is guilty of a class liD" 
16 felony. --
17 b. A person who willfully and knowingly violates 
18 section 502.401, 502.402, or 502.403, or section 
19 502.408, subsection 1 or 2, resulting in a loss of 
20 more than ten thousand dollars is guilty of a class 
21 "c" felony. 
22 Sec. 19. Section 502.609, subsection 1, unnumbered 
23 paragraph 1, Code 1999, is amended to read as follows: 
24 Every applicant for registration under this 
25 chapter, and every issuer which proposes to offer a 
26 security in this state, unless exempt under section 
27 502.202 or 502.203 and the administrator by rule or 
28 order waives the filing, shall file with the 
29 administrator, in such form as the administrator by 
30 rule prescribes, an irrevocable consent appointing the 
31 administrator or the administrator's successor in 
32 office to be such person's attorney to receive service 
33 of any lawful process in any noncriminal suit, action 
34 or proceeding against such person or the successor, 
35 executor or administrator of such person which arises 
36 under this chapter or any rule or order hereunder 
37 after the consent has been filed, with the same 
38 validity as if served personally on the person filing 
39 the consent. The consent need not be filed by a 
40 person who has filed a consent in connection with a 
41 previous registration or notice filing which is then 
42 in effect. Service may be made by leaving a copy of 
43 the process in the office of the administrator, but it 
44 is not effective unless the plaintiff, including the 
45 administrator when acting as such, does the following: 
46 DIVISION III 
47 BUSINESS OPPORTUNITY PROMOTIONS 
48 Sec. 20. Section 523B.l, Code Supplement 1999, is 
49 amended by adding the following new subsection: 
50 NEW SUBSECTION. lOA. "Record" means the same as 
H-8579 -7-
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1 defined in section 321I.l. 
2 Sec. 21. Section 523B.2, subsection 2, paragraph 
3 b, subparagraph (2), Code Supplement 1999, is amended 
4 to read as follows: 

Page 10 

5 (2) A disclosure document prepared pursuant to the 
6 federal trade commission rule en~±~led-ll9±~elo~tt~e 
7 relating to disclosure requirements and prohibitions 
8 concerning franchising and business opportunity 
9 ventures ll , as adopted by rule of the administrator in 

10 accordance with 16 C.F.R. $ 436 tl9~9t. ~he 
11 admifti~tr~~~r-may-by-rttle-adop~-any-amendmen~-~o-~he 
12 di~el~~tlre-doetlment-prepared-ptlr~tlan~-~o-t6-€~P~R~-$ 
lj 436-tt919t-~hat-ha~-been-adop~ed-by-the-£ederat-trade 
14 eommi~~ion~ 
15 Sec. 22. Section 523B.2, subsection 2, Code 
16 Supplement 1999, is amended by adding the following 
17 new paragraph: 
18 NEW PARAGRAPH. c. The seller shall disclose to 
19 the administrator in the disclosure document or 
20 otherwise any sales or offers made in this state prior 
21 to registration. 
22 Sec. 23. Section 523B.2, subsection 4, Code 
23 Supplement 1999, is amended to read as follows: 
24 4. EFFECTIVE DATE. A registration automatically 
25 becomes effective upon the expiration of the £±£~een~h 
26 thirtieth full business day after the complete filing 
27 is received by the administrator, provided that no an 
28 order has not been issued or a proceeding is not --
29 pending under subsection 10. -The administrator-may by 
30 order waive or reduce the time period prior to 
31 effectiveness, provided that a complete filing has 
32 been made. The administrator may by order defer the 
33 effective date until the expiration of the £±r~een~h 
34 thirtieth full business day after the filing of an 
35 amendment with the administrator. 
36 Sec. 24. Section 523B.2, subsection 9, paragraph 
37 c, Code Supplement 1999, is amended by adding the 
38 following new subparagraph: 
39 NEW SUBPARAGRAPH. (8) The rights and 
40 responsibilities of the parties regarding the 
41 marketing of a business opportunity, including but not 
42 limited to all of the following: 
43 (a) Whether the seller assigns the purchaser a 
44 territory in which to sell a business opportunity. 
45 (b) Whether the seller assists the purchaser in 
46 finding locations in which to sell a business 
47 opportunity. 
48 (c) Whether the purchaser is solely responsible 
49 for marketing a business opportunity. 
50 Sec. 25. Section 523B.8, subsection 1, Code 1999, 
H-8579 -8-
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1 is amended to read as follows: 
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2 1. a. ff-it-appea~~-t~-the-aemini~~~a~~~ Upon the 
3 administrator's determination that a person has 
4 engaged, is engaging, or is about to engage in any act 
5 or practice constituting a violation of this chapter 
6 or a rule or order adopted or issued under this 
7 chapter, the administrator may issue an a summary 
8 order ei~eeted-at directing the person ~eqtlirin~-the 
9 pe~~on to cease and desist from engaging in the act or 

10 practice or to take other affirmative action as in the 
11 judgmen.t of the administ_rator is necessary to comply 
12 with the requirements of this chapter. 
13 ~ 'fhe If a hearing is not t_irnely requested, the 
14 summary ord~r becomes final ~y operation of law. The 
15 order shall remain effective from the date of issuance 
16 until the date th~order becomes final by operation of 
17 law or is overturned by a presiding officer or court 
]8 following a re~st for hear~~ person named-in 
19 the-order-may,-~tthin-fotl~teen-days-of-the-eate-of-the 
20 oree~,-ftte-a-w~itten who has been issued a summary 
21 order under this subsection may contest it by filing a 
22 request for a hea~in97--~he-he6r±n~-~haii-oe-hetd-in 
23 aeeordanee-with contested case proceeding as provided 
24 in chapter 17A and in accordance with the rules 
25 adopted by the administrator. However, the person 
26 shall have at least thirty days from the date that the 
27 order is issued in order to file the request. Section 
28 17A.18A is inapplicable to a summary order issued 
29 under this subsection. 
30 c. A person violating a summary order issued under 
31 this subsection shall be deemed in contempt of that 
32 order. The administrator may petition the district 
33 court to enforce the order as certified by the 
34 administrator. The district court shall adjudge the 
35 person in contempt of the order if the court finds 
36 after hearing that the person is not in compliance 
37 with the order. The court shall assess a civil 
38 penalty against the person in an amount not less than 
39 three thousand dollars b~t not greater than ten 
40 thousand dollars per violation, and may issue further 
41 orders as it deems appropriate. 
42 Any A consent agreement between the administrator 
43 and the-seller may be filed in the miscellaneous 
44 docket of the clerk of the district court. 
45 Sec. 26. Section 523B.8, subsection 2, paragraph 
46 b, Code 1999, is amended to read as follows: 
47 b. For the purpose of an investigation or 
48 proceeding under this chapter, the administrator or an 
49 officer designated by the administrator may administer 
50 oaths and affirmations, subpoena witnesses, compel the 
8-8579 -9-
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1 attendance of witnesses, take evidence and require the 
2 production of book~,-pBper~,-eorre~pondenee, 
3 memor6nda,-a9reemen~~,-or-o~ner-doettmen~~-or records 
4 which the administrator deems relevant or material to 
5 the inquiry. 
6 DIVISION IV 
7 RESIDENTIAL SERVICE CONTRACTS 
8 Sec. 27. Section 22.7, Code Supplement 1999, is 
9 amended by adding the following new subsection: 

10 NEW SUBSECTION. 39. Information obtained by the 
11 commissioner of insurance in the course of an 
12 investigation as provided in section 502.603, 523B.8, 
13 or 523C.23. 
14 Sec. 28. Section 523C.l, Code 1999, is amended by 
15 adding the following new subsection: 
16 NEW SUBSECTION. 6A. "Record" means the same as 
17 defined in section 3211.1. 
18 Sec. 29. Section 523C.7, subsection 4, Code 1999, 
19 is amended to read as follows: 
20 4. To the extent necessary to administer the 
21 provisions of this chapter, the commissioner may, 
22 after notice and hearing, institute a residential 
23 service contract form approval or form review fee a~ 
24 ~he-eomm±ggioner-gh6tt-by. If the commissioner 
25 establishes a fee, the amount of the fee shall be set 
26 Qy rule ~e~ adopted pursuant to chapter 17A. The fee, 
27 if-±mpo~ed7 may be by dollar amount or based upon a 
28 percentage of the sale value of the contract. 
29 However, the fee shall not exceed fifty thousand 
30 dollars. 
31 Sec. 30. Section 523C.19, Code 1999, is amended to 
32 read as follows: 
33 523C.19 CEASE AND DESIST ORDERS. 
34 1. ff-an-±n~eg~±9a~±on-prov±de~-reegonabte 
35 evidenee Upon the commissioner's determination that a 
36 person ~±o±e~ed-6ny-provi~ion has engaged, is 
37 engaging, or is about to engage in any act or practice 
38 constituting a violation of this chapter or any rule 
39 adopted pursuant to this chapter, the commissioner may 
40 issue an order diree~ed-a~ directing the person to 
41 cease and desist from engaging in the act or practice 
42 resulting in the violation or to take other 
43 affirmative action as in the judgment of the 
44 commissioner is necessary to comply with the 
45 requirements of this chapter. 
46 2. If a hearing is not timely requested, the 
47 summar,! order becomes final by operation of law. The 
48 order shall remain effective from the date of issuance 
49 until the date the order becomes final by operation of 
50 law or is overturned by a presiding officer or court 
8-8579 -10-
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1 following a request for hearing. A person who has 
2 been issued a summary order under this section may 
3 contest it by filing a request for a contested case 
4 proceeding as provided in chapter 17A and in 
5 accordance with rules adopted by the commissioner. 
6 However, the person shall have at least thirty days 
7 from the date that the order is issued in order to 
8 file the request. Section 17A.18A is inapplicable to 
9 a summary order issued under this subsection. 

Page 13 

10 3. A person violating a summary order issued under 
11 this subsection s~all be deemed in contempt of that 
12 order. 'rhe commissioner may petitior. the district 
13 court to ~nforce the order as certified by the 
14 commissiq0er. The district court shall adjudge the 
15 person in contempt of th~ order if the court finds 
16 after hear ing that the person )s not in compliance 
17 with the order. The court shall assess a civil 
18 penalty against the person in an amount not less than 
19 three thousand dollars but not greater than ten 
20 thousand dollars per violation, and may issue further 
21 orders as it deems appropriate. 
22 Sec. 31. NEW SECTION. 523C.23 INVESTIGATIONS AND 
23 SUBPOENAS. 
24 1. a. In enforcing this chapter, the commissioner 
25 may conduct a public or private investigation in order 
26 to do any of the following: 
27 (1) Determine whether a person has violated or is 
28 about to violate a provision of this chapter or a rule 
29 or order under this chapter. 
30 (2) Aid in the enforcement of this chapter or in 
31 the prescribing of rules and forms under this chapter. 
32 b. In carrying out this subsection, the 
33 commissioner may do all of the following: 
34 (1) Conduct the investigation within or outside of 
35 this state. 
36 (2) Require or allow a person to file a statement 
37 in writing regarding the facts or circumstances 
38 concerning a matter to be investigated. The 
39 commissioner may require that the statement be made 
40 under oath. 
41 (3) Apply to the district court for the issuance 
42 of an order requiring a person's appearance before the 
43 commissioner or the attorney general. The person may 
44 also be required to produce documentary evidence 
45 germane to the subject of the investigation. The 
46 failure to obey an order under this subsection 
47 constitutes contempt of court. 
48 c. Information obtained in the course of an 
49 investigation is confidential as provided in section 
50 22.7. However, upon a determination that disclosure 
H~8579 ~ll- I , 
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1 of the information is necessary or appropriate in the 
2 public interest or for the protection of consumers, 
3 the commissioner may do any of the following: 
4 (1) Share information obtained during the course 

Page 14 

5 of the investigation with another regulatory authority 
6 or government agency. 
7 (2) Publish information obtained during the course 
8 of the investigation which concerns a violation of 
9 this chapter or a rule or order under this chapter. 

10 2. Except as provided in section 523C.19, a 
11 proceeding instituted under this chapter shall be 
12 conducted pursuant to chapter 17A and rules adopted by 
13 the commissioner pursuant to chapter 17A. 
14 3. In an investigation or proceeding conducted 
15 under this chapter, the commissioner or any designee 
16 of the commissioner may administer oaths and 
17 affirmations, subpoena witnesses, compel their 
18 attendance, take evidence, and require the production 
19 of any records which the commissioner deems relevant 
20 or material to the inquiry. 
21 4. A person is not excused from attending and 
22 testifying or from producing a document or record 
23 before the commissioner or in obedience to a sUbpoena 
24 of the commissioner or an officer designated by the 
25 commissioner, or in a proceeding instituted by the 
26 commissioner, on the grounds that the testimony or 
27 evidence, documentary or otherwise, required of the 
28 person may tend to incriminate or subject the person 
29 to a penalty or forfeiture. However, a person shall 
30 not be prosecuted or subjected to any penalty or 
31 forfeiture due to a transaction or matter about which 
32 the person is compelled, after claiming privilege 
33 against self-incrimination, to testify or produce 
34 evidence, documentary or otherwise. The person 
35 testifying, however, is not exempt from prosecution 
36 and punishment for perjury or contempt committed while 
37 testifying. 
38 DIVISION V 
39 RETIREMENT CARE CONTRACTS 
40 Sec. 32. Section 523D.13, Code 1999, is amended to 
41 read as follows: 
42 523D.13 COMPLIANCE ORDERS. 
43 1. Upon the commissioner's determination that a 
44 provider h6~-~~o~a~ed-6-p~o~~~~on has engaged, is 
45 engaging, or is about to engage in any act or practice 
46 constituting a violation of this chapter or a rule 
47 adopted pursuant to this chapter, the commissioner may 
48 issue 6ft a summary order ~eqn~~±ft9-a directing the 
49 provider to cease and desist from an-nft~6wftl~ engaging 
50 in the act or practice resulting in the violation or 
H-8579 -12-
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1 to take other affirmative action as in the judgment of 
2 the commissioner is necessary to comply with the 
3 requirements of this chapter. 
4 2. Phe-pe~~on-n~meo-±n-~he-o~oe~-m~Y7-w±~h±n 
5 £otl~~een-o~y~-~£~e~-~eee±p~-o£-~he-o~oe~7-£±xe-~ 
6 w~±~~en-~eqtle~~-£o~-~-he~~±n9~--Phe-he~~±n9-~h~xx-be 
7 hexd-±n-~eeo~d~nee-w±~h-eh~p~e~-l~A~--T£-~-he~~±n9-±~ 
8 no~-~eqtle~~ed7-~he-o~de~-~h~xx-beeome-pe~m~nen~~ If a 
9 hearing is not timely requested, the summary order 

10 becomes final by operation of law. The order shall 
11 remain effective from the date of issuance until the 
12 date the order becomes final by operation of law or is 
13 overturned by a presiding officer or court following a 
14 request for hearing. A person who has been issued a 
15 summary order under this section may contest it by 
16 filing a request for a contested case proceeding as 
17 provided in chapter l7A and in accordance with rules 
18 adopted by the commissioner. However, the person 
19 shall have at least thirty days from the date that the 
20 order is issued in order to file the request. Section 
21 l7A.18A is inapplicable to a summary order issued 
22 under this section. 
23 3. A person violating a summary order issued under 
24 this section shall be deemed in contempt of that 
25 order. The commissioner may petition the district 
26 court to enforce the order as certified by the 
27 commissioner. The district court shall adjudge the 
28 person in contempt of the order if the court finds 
29 after hearing that the person is not in compliance 
30 with the order. The court shall assess a civil 
31 penalty against the person in an amount not less than 
32 three thousand dollars but not greater than ten 
33 thousand dollars per violation, and may issue further 
34 orders as it deems appropriate. 
35 DIVISION VI 
36 PROBATE TRANSFER ON DEATH 
37 Sec. 33. Section 633.801, subsection 6, Code 1999, 
38 is amended to read as follows: 
39 6. "Security" means a security as defined in 
40 section 502.102. For purposes of this chapter, 
41 "security" includes, but is not limited to, a 
42 certificated security, an uncertificated security, and 
43 a security account. 
44 DIVISION VII 
45 VIATICAL SETTLEMENT CONTRACTS". 
46 2. Page 2, line 20, by inserting after the word 
47 "who" the following: "owns a life insurance policy or 
48 certificate which covers the life of an individual 
49 who". 
50 3. 
H-8579 

Title page, by striking lines 1 and 2 and 
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1 inserting the following: 

MARCH 29, 2000 

2 "An Act relating to entities and subject matter 
3 under the regulatory authority of the insurance 
4 division, including motor vehicle service contracts, 
5 securities, business opportunities, residential 

Page 16 

6 service contracts, retirement care contracts, transfer 
7 on death probate provisions, viatical settlement 
8 contracts; and establishing penalties and making 
9 penalties applicable." 

10 4. By renumbering, relettering, or redesignating 
11 and correcting internal references as necessary. 

RECEIVED FROM THE SENATE 
8-8579 FILED MARCH 28, 2000 

J~~ ~. ~;d(~A~) 
~Ir 
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AN ACT 

RELATING TO ENTITIES AND SUBJECT MATTER UNDER THE REG~LA~RY 

AUTHORITY OF THE INSURANCE DIVISION, INCLUDING MOTOR VEHICLE 

SERVICE CONTRACTS, SECURITIES, BUSINESS OPPORTUNITIES, 

R~SIDENTIAL SERVICE CONTRACTS. RETIREMENT CARE CONTRACTS, 

TRANSFER ON ;)£ATB PROBATE PROVISIONS, VIATlCAL SETTLEMENT 

CONTRACTS; AND SSTABLISHING PENALTIES AND MAKING PENALTIES 

APPL:CABLE. 

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

DIVISION I 

MOTOR VEHICLE SERVICE CONTRACTS 

Section 1. Section 3211.1, subsection I, Code 1999, is 

amended to read as follows: 
1. "Commissioner" means the commissioner of insurance !.! 

l?r.gvided in section 505.1 or the deputy administrator 

:oopointed under section 502.601. 

"t'''. 2. Section 321I.1, Code 1999, is amended by adding 

the f0~lowing new subsection: 

NEW SUBS..L.~.': r:10N. 6A. "Record" means information stored or 

preserved in ~ny medium, including in an electronic or paper 

format. A record includes but is not limited to documents, 

books, publications, accounts, correspondence, memoranda, 

agreements, computer files, film, microfilm, photographs, and 

audio or visual tapes. 
Sec. 3. Section 321!.2, subsection 2, Code 1999, is 

amended to read as follows:. 

2. The issuer of a reimbursement insurance policy shall 

not cancel a reimbursement cnsurance policy unless a written 

nctice has been received by the insaranee-ai.~s~on 

commissioner and by each applicable provider, including 

automobile dealers and third-party administrators7-whieh. The 

.. 
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notice shale ~ix the date of cancellation at a date no earlier 

~han ten days a:ter receipt of the notice by the ~"saranee 

d±~±sio" commissioner and by the applicable provider. The 

notice may be made in person or by mail and a post office 

department receipt of certified or registered mailing shall be 

deemed proof of receipt of the notice. 
Sec. 4. Section 3211.3, subsection 2, Code 1999, is 

amended to read as follows: 
2. In addition to any other required filings, a-trae-snd 

eorreet an accurate copy of the service contract and the 

provider's relmbursement insurance policy, the consent to 

service of process on the commissioner, and such other 

information as the commissioner requires, shall be fi~ed 

annually with the commissioner no later than the first day of 

August. If the first day of August falls 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 copies of any amended documents if material amendments 

have been made in the materials on file with the d~vision 

commissioner. If an annual filing is made after the first of 

August and sales have occurred during the period when the 

provider was in noncompliance with this section, the di.±sion 

commissioner 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 interim filings made to keep the 

materials filed with the division current and accurate. The 

annual filing shall be accompanied by a filing fee determined 

by the commissioner which shall be sufficient to defray the 

costs of administering this chapter. 

Sec. S. Section 3211.3, Code 1999, is amended by addinq 

the following new SUbsection: 

NEW SUBSE~TION. 3. A. A motor vehicle service contract 

provider shall promptly file the following information with 

the insurance commissioner: 
(I) A change in the name or ownership of the provider. 

(2) The termination of the provider's business. 

:I: 

~~ 

.... 
--.J 
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b. The provider is not cequired to submit a fee as part of 

this filinq. 

Sec. 6. Section 321LIO, Code 1999, is amended to read as 

fellows: 

321L 10 MISREPRESE!>ll'ATIONS OF S'rATE APPROVAL. 

H-%s-tlfI:rswftl%-€or·-1! ~ motor vehicle service contract 

;>rovider te shall not represent or imply in any manner that 

the provider has been sponsored, recommended, or approved or 

that the provider's abilities or qualifications nave in any 

respect ~een ;lassed upon by the sl!etlr'i-tie!l-btlt'eStt7-the 

±n~t1rsnee--diYisioflT-er'-the state of Iowa, including._~ 

cornnissioner, the insurance division, or the divisIon's 

ll:::uritie~ bure~. 

Sec. 7. Section 321I.11, Code 1999, is ~~ended by adding 

the following new subsection: 

NEW SUBSECTION. SA. A motor vehicle service contract 

provider shall not repair a motor vehicle covered by a motor 

vehicle service contract with any of the following: 

a. Used parts, unless the provider receives prior written 

authorization by the vehicle owner. 

b. Rebuilt parts, unless the parts are rebuilt according 

to national s~andards recognized by the insurance division. 

Sec. B. Section 3211.12, subsection I, unnumbered 

paragraph 1, Code 1999, is amended to read as follo~s: 

A motor vehicle service contract provider shal~ keep 

acc~rate aeeo~fle!l7-boe~s7-afld records concerning transactions 

regulated under this chapter. 

Sec. 9. Section 3211.12, subsection I, paragraph a, 

unnumbered paragraph 1, Code 1999, is amended to read as 

follows: 

A motor vehicle service contract provider'S seeetlftts7 

bee~sT-afld records shall include all of the following: 

Sec. 10. Section 3211.12, subsection 1, paragraphs band 

c, Code 1999, are amended to read as follcws: 

b. A motor vehicle service contract provider shall retain 

all required aeeetl"ts7-bee~S7-a"d records pertaining to a 

~'----~--
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sPfvice contract holder :or at least two years aEter the 

speclf!ed period of coverage ~as expi:ed. A pro~ider 

discont.inuing business in th:s sta~e shall maintain its 

records ';I:tll the pr:)vider furn;'shes the commissior.er 

satisfactory proof that ,he prov:der has discharged all 

obligations to con:ract holders in this state. 

c. Motor vehicle :-;~,,·iC'e ·:C .. :·l act p;oviders shal.~ make ,121 

aeeo~nts7-b·~~~T-aftd records concern:ng transactions regulated 

undar the Chapter available to the cOG~issioner for the 

purpose of examination. 

Sec. 11. Section 3211.14, subsections 1, 2, ~nd 4, Code 

199~, are amended to read as follows: 

1. The ~dlfl~"%~e,.a~er-of-~rd:~-eMal"tet" commi~s i0!1~ may take 

actions which are necessary or appropriate for the p~otection 

of service ~ontract holders or to-admi"±~tet" ~or the effective 

admin~!:.rat i~._ of this chapter. The ad",±~istral:er 

commissioner may make private and public investigations and 

examinations as the adm~~f!ltratot' commissioner deems necessary 

to determine whether any person has violated oc is about to 

viola~e this chapter or a rule or order adopted or issued 

pursuant co this chapter. 

2. Por-~fte-pttr~ose-e£ ~ an investigation or proce~ding 

under this chapter, the aemifl%!ltrftter commissioner or any 

officer desi9"ared by the admini!ltrator' cOlMlissioner may 

admlnister oaths and affirmations, subpoena witn~sses and 

compel their attendance, take evidence, and require ~he 

production of bOO~!l7-paperS7-eO,.re~pende"ee'·-Memot"a~daT 

agreemeflts,-er-othet"-doettmeflt!l-or records which the 

admi"is~t"atot' commlssioner deems relevant or material to an 

inquiry, all of whiCh may be enf~rced in accordance wit~ 

chapter 17A. 

4. f£-aft-ir,..e~ti9atiofl-pre,,*des-reftse1\ab"e-eYide"ee Upon 

the cornmiss~o!lerldet_'!.rmi~~.ion that a f!'~r!lo"-y±oiaeed 

provider has E'~~d, is en~g, or is about ~o en~~_in 

any act or practice constituting a V'iol~t:on of this chapter 

or a rule adopted pursuant to this chapter, the commissioner 
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~ay issue 8~ ~ su~mary order eireeted-a~ 9irectir,g the person 

to cease and desist from engaging in the act or practice 

resul~ing ~r. '~e violation or ~o take other affirmatiy~.~t~ 

as i:l the =u~'TIe;'!t o::~.£~r.ur.·.ssioner is :1~~ary to c.~ 

with the recuj~~~ents of thlS chapter. 

a. If a ~ear~ng is not ti~ely requested, the su~ary order 

?_~~~inal oy 2Eeration of law. The order shall remain 

.£ffect i ve !' rca, Lhe date of 

bec?~es finaL by operation 

issuance untL the date the order 
of law or i~ overturned by a 

2..residing or:: :~()~.£.Clur,-"t-===:::..:.:.==....:::.--C.: 01::_" -··:.nO' a r~~..L.fP.r hear ing. 
person whc has been issued a summary order under this 

subsect ior .. :n.iy contest the order by filing a r~~for a 

s:.onr.ested case ::>roceedi~'9 as o:.9vided in chapter 17A and in 

accordan~e ~ltn rules adopted by the commissioner, However, 

the person shall ha~e at least thirty days from the jate that 

the orde.! is issued in ord~.r to file :he request. Segtion 

17A.1BA is inapplicable to a summary order issued under this 

subsection. 

A 

b. A person violati~ a summary order issued under this 

~:;~~c:::tion shall be deemed in contempt of that order. The 

~1.'?~.59ner may petition ~hen_district court to enforce the 

order as cer~:.Uled by the commissioner. The district court 

~hall adjudg.·. the oerson in cSlntempt of the order if the court 

tinds after t<~~_' . .'::g.that the oersor. is not in compliance , .. ith 

the order. The court shall asses!_a civil venalty against the 

person in an amount nor_Jess than three thousand dollars but 

not creater than ~en thc.usand dollars per violation, and may 

iSSt1e further orders as it d~~ __ ~()priate. 

Sec. 12. Section 3211.15, Code l~99, is amended to read as 

foLows: 

3211.15 AUDITS. 

The commissioner may examine or cause to be examined the 

boOk~,-pftpe~~T !eCOrdS7-~e~o~anclaT-o~-doeHmenes of a motor 

veh~c1e serVlce contract provider for the purpose of veri:ying 

compliance with this chapter. The commissioner ~ay require, 

by a subpoena, the at te~,dance of the provider, or the 
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provide~'s representative, and any o~~er witness whom the 

commiss~oner deems necessary or expedient, and the production 

of bOo~~7-pape~s7 records7-me~orsnea7-or-doe~me"es :elating in 

any manner to compliance with this chapter if a provider or 

witness fails or refuses to produce the ddcuments for 

examination when requested by the comm:ssioner. 

Sec. 13. Section 321:.16, Code 1999, is amended to read as 

follows: 

3211.16 VIOLATIONS -- PENALTIES. 

1. a. Except as orovided in paraQraph "b", all of the 

following shall apply: 

ill A violation ot this chapter or a rule adopted pursuant 

to this chapter is a violation of section 714.16, subsection 

2. paragraph "a", The :emedies and penalties prov£ded by 

section 714.16, including but not limited to injunctive relief 

and civil penalties, apply ~o violations of this chapter. 

(2) A person who willfully and knowingly violates this 

chapter or a rule adopted pur~uant to this chapter is, upon 

conviction, guEty of a class "D" felony. 

b, A ~otor vehicle service contract provider who fails to 

file documents and information with the commissioner as 

required pursuant to section 3211.3 may be subject to a civil 

penalty. The_ amount of the civil .~~lli. shall £lOt be more 

than four hundred dollars plus two doilars for each mO~2£ 

vehicle service contract that th~ person ~xecuted prior to 

satisfYlng the filing reguirement. However, a person who 

fails to file infcr~ation regarding a change in the orovider's 

name or the termination of the provider's business as required 

pursuant to section 3211.3 is subject to a civil penalty of 

not more than five hundred dollars. 

2. If the commissioner believes that grounds exist for the 

criminal prosecution of pe~so"s-s~bjeet-~o-th;s-ehapter ~ 

motor .vehicle servi~contract provider for ¥;oiae;ons-o! 

violatIng this chapter or any other law of this state, the 

commissioner may forward to the attorney general or the county 

attorney the grounds for the belief, including all evidence in 
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the CCI:tIl',i s s ~0,",::,r • ~ posse~s iOnT-1:n ··~!'de!'-~h!lt-,!;'e-atto!'~ey 

.qene t'!!i -or·· ~r,e -eottnt y-att'!lt'l'Iey -!'a!Iy-pt'oeeee·· with-tne-III!! t: t I!t'- as 

f~t:or. deemed apprcpriate ~..Y the :,,:!:J.2.~-,~~,:!.~.=-a1 or 

county at+:Qrney. At the req~est of the attorney general, the 

co,"nty attorney shall at:-pear alld prosecute the action when 

brought in the county served by the county attorney. 

3~--~-pl!!'son-who-wiii£ttiiY-!Ind-~nowin~l:y-y±oia~es-tn±s 

enllpt I!t' .• ot'-!!-t'ttie- adopt:ed-pttt'shftnt:·· to·· t:h±s-c:n!lpt et' - ~S-;-ttpel'l 

eonv±et±onT-9tt±l:ty-of-ll-e~llss-u9u-£eio~,~ 

Sec. 14. Section 3211.9. Code 1999, is repealed. 

Sec. 15. DIRECTIONS 'ro THE CODE EDTTOR. The Code editor 

is directed to transfer chapter 3211 to or near chapter 523J, 

and correct internal referenc~s as necessary. 

DIVISION II 

IOWA UNIFO~M SECORITIES ACT 

Sec. 16. Section 502.304, subsection 1. unnumbered 

paragraph 1, Code Supplement 1999, is amended to read as 

follOWS: 

The administrator may by order deny, suspend, or revoke a 

registration or may censure. impose a civil penalty upon. or 

bar an applicant. registrant, branch manager, ~ssistant branch 

!p'~.nager, supervisor. or any officer, director, partner, or 

person occupying a similar status or performing si~ilar 

functions for a registrant. A person ~arred under this 

subsection ~ay be prohibited by the administrator from 

employment with a registered broker-dealer or investment 

adviser. The administrator may restrict the person barred 

from engaging in ar.), activity for which registration is 

required. Any action by the administrator under this 

subsection may be taken if the order is found to be in the 

public interest and it is found that the applicant or 

re1istrant or, in the case of a broker-dealer or investment 

adviser, a partner, an officer, or a director, a person 

occupying a similar status or performing similar f~nc~ions, or 

a person directly or indirectly controlling the broker-dealer 

or investment adviser, or a branch manager, assiscant branch 

!p'ar.a.ger I or supervisor: 

~~~~-~ 
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Sec. :7. 3ect:cn 502.60~. svbsect'cn 

1999. is aIT,ended r.o read .IS '·,-,'.lows: 

Code S,-=pple::;e,-) ~ 

L3sue an ~"'~.L order directed at tl1e person 

requiring the person tc .:ease and desic;t from engaqi:-\g ~~ such 

act or pract ice cr to ~aKe ?ther~ff '. ~IT.ative ac-'.l.'?lI_~~!l.....l'he 

judgment of the a(.iJlin~stratcr is neces~ary to c'::~'!i!-.l~. 

r~~~!_~~~er.t:5 ;:)f t~i.~~~.!:. 

~.~~ .. ~~~ri.!:!.9....is noc timely reguested..!....i:.>:_~~~r.ilry .. '?~'~.·' 

.2£:.::~s fj laO ... by ooe!':!..tJ.{?E.-2.f..J~,!,...!.~e or:;!~2;;al.\~~~._ . .!!. 

~~i_~ :r~t_~._d~~~. M ls~~an"-~.!:!i!~.l.f: . .l!1;;'~i't~th(, c:·d~E. 

beco.mes final by operac;.2!1~la~.J~ __ oveetur!l"'~ 

oresidino off i.ce, or court fol)ow~re~.£st (or .bearing. A 

~_~on whc _~l.!..:~.l·~'S'en -:.~~2 ___ ~~~~.~~2~'~·:J:~:': ord_~.~~~.~I· t.rl~ .. ~ 

subsecti'JI] . ..1!!~;.Q~'test ... the C'~d~r_.~_fil i . .!}9:.. a ~egues~ ~C)r a 

contested ca~Locee9..\.!:!~L!i.s.~~~~ed in c.!lapter I7A ana in 

"ceo r 9.~ 'lce_,,!~::..'j.....!..\!l~q~~~e.~J?:i.._tc':.~ a dm ~p.~.s t f.3.!.<?! .!.-_:~.')~ever ! 

the~~ .. ~!~ln s~ .. all i)ave a.!:~ast~hLt~u __ from l!:e da~~_.!:..hat 

.L~ or':ier ls._is5u'-':i in order to file tr .. e reguest. Section 

17A.18A is inapp' i<;able to a summary order i.sslled under this 

subsection. 

~.,._~...E!lE.:.,on violating a summary order is~ued under this 

§ubse~r.iOIl.~il..;.~~~~~t~~cf ·.:,a.~.2!~er. _.-:.r:'~ 

!9:'1inistrdtor may petit:on the distrLct CO'.Ht to enforce tt'.e 

o:aer as cer t.: f ' .. ed bL.::~~~inistrato~ '. The diste i.~~!J:. 

shal: adE~ ':he person i!l.g.£f1.tempt of the .. <?r~~.r .• _;L the 

court hnds a~ter hear;'~g Y,at tr:eE£on 's_~.J...:!..coml?liance 

wi!.t.!.. . .':.be crder. The court ~.hall a·,sess a civil per,clty 

against the pe.rson in an am(;l2:!.~r:: .. '-'t les~ .. ~h.!n thre~.~t:.~s,.r..!! 

dol':"ars but not g~eater than. ten_..tJ:l.9~!!.<!..2..01:?rs per 

vi"latic~, and mav issue further orders as it dee~ 

aj?2~oEr:ate. 

Sec. 18. Section 502.605, subsection 1, Code 1999. is 

~mended to read as follows: 

1. ~ IIny ~~!:..?vide.~~~~!:..aph "b" I a person 

who willfully a:-\d knowing:y violates any provision of this 

chapter, or any rule or order under this chapter, !'r:Il1:1:-be is 

guilty of a class ·0· felony. 
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~~rson who wUlf'.!lly and knowingly violates sect ion 

~.Q2.40L 502.402, Of 502.403, or se_ction 502.408, %bsection 1 

or 2, resulting in a loss of more than ten thousand dollars is 

9.!:!i.'-~~.l~~_"C" fe conv. 

Sec. 19. Se~t~on 502.609, subsection 1, unnumbered 

paragraph 1, Code 1999, is amended :0 read as follows: 

Every appLcant for registration under this chapter, and 

every issuer which proposes to offer a security in this state, 

!lnless exempt under sec_~ i on_22.2. 202 or 502.203 an? the 

.:1dministrator by rule or order_waives the filing, shall file 

",ith the administrator, in such form as the admin~strator by 

rule prescribes, an irrevocable consent appointing the 

administrator or the administrator's successor in office to be 

such person's attorney to receive service of any lawful 

?fOCeSS in any noncriminal suit, action or proceeding against 

such person or the successor, executor or administrator of 

such person which arises under this chapter or any rule or 

order hereunder after the consent has been filed, with the 

same validity as if served personally on the person filing the 

cJnsent. The consent need not be filed by a person who has 

f:led a consent in connection with a previous registration or 

notice filing which is then in effect. Service may be made by 

leaving a cc~v of the process in the office of the 

administratol, but it is not effective unless the plaintiff, 

ir.cluding the administrator when acting as SUChT does the 

following: 

DIVISION III 

BUSINESS OPPORTUNITY PROMOTIONS 

Sec. 20. Section 5238.1, Code Supplement 1999, is amended 

by adding the following new subsection: 

NEW SUBSECTION. IDA. "Record" means the same as deLned 

in section 3211.1. 

Sec. 21. Section 523B.2, subsection 2, paragraph b, 

subparagraph (2), Code Supplement 1999; is amended to read as 

follOWS: 
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(2) A disclosure document prepared pursuant to the federal 

trade commission rule e~t~eted-uei~e~e~~~e ,elating tQ 

disclosure requirements and prohibitions concerning 

franchising and business opport'JOity vent;Jreg", ~adopted_~ 

rule of the administrator in accordance with 16 C.F.H. S 436 

tY9~9t. ~he-adMinise~a~or-may-by-~~~e-adop~-any-s!1lendmen~-~o 

~he-dise~os~re-doe~men~-?~epa~ed-pHr~~ane-~o-~6-€.P.R.-i-.36 

t 19 ~ 9 t - ths t -h!l~ -been -. adope ed - by- HIe - i'ede ra 1-tr ade - eO!l\!l\ ± ~~ ;'0"-;-

Sec. 22. Section 523B.2, subsection 2, Code Supplement 

1999, is amended by adding the following new paragraph: 

NEW PARAGRAPH. c. The seller shall disclose to the 

administrator in the disclosure document or otherwise any 

sales or offers made in this state prior to registration. 

Sec. 23. Section 5238.2, subsection 4, Code Supplement 

1999, is amended to read as follows: 

4. EFFECTIVE DATE. A registration automatically becomes 

effective upon the expiration of the fii'~ee"~h thirtieth full 

business day after the complete filing is received by the 

admi~istrator, provided that "e !n order has not been issued 

or ~ ?roceeding is not pending under subsection 10. The 

administrator may by order waive or reduce the time period 

prior to effectiveness, provided that a complete filing has 

been made. The administrator may by order defer the effective 

date until the expiration of the i'fr~eenth thirtieth full 

business day after the filing of an amendment with the 

administrator. 

Sec. 24. Section 523B.2, subsection 9, paragraph c, Code 

Supplement 1999, is amended by adding the following new 

subparagraph: 

NEW SUBPMAGRAPB. (8) The rights and responsibilities of 

the parties regarding the marketing of a business opportunity, 

including but not limited to all of the following: 

(al Whether the seller assigns the purchaser a territory 

in which to sell a business opportunity. 

(b) Whether the seller assists the purchaser in finding 

locations in which to sell a business opportunity. 
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(c) Whether the purchase! '5 solely responsible for 

ma~keting a bu:::iness opport,l:" ty. 
Sec. 25. Sect~on 523B.I3, subsection 1, Code 1999, is 

ar-v,nded to read as follo'oIs: 
!.. !.!. l£"1:~-8ppeat's-,=e-e"e-!ld:h""1:S'=t'8~Ot' ~.11!.~ 

ad!1lin:~!.~a~·)r' s deter:nl!.ation. that a person has enqaged, is 

engaglnq, ~~ 15 ahout to engKqe in a~y act or practice 

constituting a violation of this chapter or a rule or order 

adopted or issued under this chapter, the administra~or may 

issue an ~~~~ order d±~ee~ed-8e ~recting t~e person 

!'e~Il'\"r~n~-Hle .. pet'sen to cease and desist from engaging ln the 

act or pract,ee or to take other affirmative action dS in ~he 

~gn:en~tJl~2dJ;1i nist~",..':.or is . ...D.~!!ELto cornDly ",ich the 

re~irements of this ~haotp.r. 
~ The If a hearing is not t~mely requested, the summary 

?rder becomes final by op~ration of :aw. The order shall 

~~"n effective from.the date ~f issuance until the da~~ 
order becomes final by operation of law or is overturned by~ 

E!esidi.:.~ffic"'r or court following a re~uest f~r h!!aring. A 

person ~8Mee-t"-~he-erder-m8Y7-w±eh±n-retlt'teen-d"ys-of-ehe 

eeee-ef-~nc-o~derT-f±~e-8-wt'±eten who has been issued 3 

~.mary .,nder under this subsection may contest it by fili~ 

request for a "eat'1:n9~--~he-he8r±n9-S"aii-be-he!e-±n 

eeeorc8nee-w±t" co~tested case pro=eedinc as provided in 

chapter 17A and in accordance with the rules adopted by the 

aJministrator. However, the person shall have at :east thirty 

days from ~he date l~dt the order is iss~ed in orde~ to file 

~'":~ request: .. _ Secti.on 17A.18A is inapplicable to a summary 

order issued under this subsection. 
c. A person vio}atinq a summary order issued under this 

subsection shall be deemed in cq.~.!=~!npt of th~.::_. _T.b~ 
adrui,',istrator may petition the district court :0 enforce the 

Q!.der as certifie~ by che~Ernin_~strato~he distl!_'2.'::..~rt 

!!..r.al12~!!9.~_~he . .E~.son inS..2~~of the order .it the.5.ourt 

finis after heari~g that the person is ~ot in compliance with 

the order. ~he court shall assess a civil pe~~against the 
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E.!. .:2~~_.~2.~J~-LD.~less !.ha:: t~:: e~~!l9usaJ:d_._~.2l.1.~ :.?_~~t:. 

!!.9Lcr;:~ater t!;~n te!1-.!..:'s.::!.~!ind dol~~.E~.~!r vio'atl2!!.L .. ~:-,d :r:~ 
~_~.e fu rther ordEU''':;2~.:' t deems appro?r iate. 

A~, ~ ~onsent agreement between the administrator an.! the 

sp.ller may be filed in the miscellaneous docket of the der:< 

of the district court. 
Sec. 26. Sectlon ~23!l.3, subsectlc,. 2, paragraph b , Code 

1999, is ~nend~d to read as follows: 
;~. For the purpose of an investigat.ion or proceeding under 

this chapter, the 3.dministrator or 3n officer desig:nted by 

the admin.Lstrator may a,'hnir:jster oaths and affirr..<ltions, 

su~poeoa witnesses, compel the attendance 0f witnesses, take 

evidence and requirp the ?ruduction of eeek~7-p8pet'sT 

eot't'espondenee; -lIIclI!ot'ltncaT"ag ~eel!leni:s7 . o!'-oi:he!'-docttmen-':s"or 

records which the administrat'Jr deems relevant or IlIater cal to 

the inqulry. 
OIVISION IV 

RESIDENTIAL SERVICE CONTRACTS 

S~c. 27. Section 22.7, Coce Supplement 1999, is amended by 

adding the following new subsection: 
NEW SUESEC'r':!:ON. 39. InEormation obtained by the 

commissioner of insurance Lo the course of an investigation as 

provided in section 502.603, 523B.8, or 523C.23. 
Sec. 28. Section S23C.l, Code 1999, is amended by adding 

the following new subsection: 
N::W SUBSECTION. GA. "Record" means the same as detined in 

secLon 3211.1-
Sec. 29. section 523C.7, subsection 4, Code 1999, is 

amended to read as follows: 
4. To the extent n€'cessary to administer the prcvisi.ons of 

this chapter, the commissioner may, after notice and hearing, 

institute a residential service contract form apprcval or form 

review fee !I~··t!ole-ee!MI±ss1:enet'-~haH:-ey. :::f the c)~issioner 

~~_tablis}·\ .. ~~...!......."he amount of !,.he fee .. shall b~_~~..t: .. IJ.Y rule 

~et adopt~c!.~?u3nt to chapter.~ 7A. The fee7--rr-±"'posec7 may 

be by dollar dmount or based upon a per<:entage of the sale 
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vaicle of the contract. Ho~~ver. the fee shall :JOt. exceed 

f:fty thousand dollars. 

Sec. 30. Sectior, '23C.19, Code 1999, is amended to read as 

follows: 

523C.19 CF~SE AND DESIST ORDERS. 

!.:.. If-"en-inYest:igat:±on-!,r'oy±des-reesonabie-ey±denee ~ 

the c:)mmissioner's determinal:ion that a person "±o:tllted-lIny 

provision has erlgaged,~ __ en9aoi.n9, or is about to engage in 

any act or oractice constituting a violation of this chapter 

or any rule adopted pursuant to this chapter, the commissioner 

may issue an order direeted-lIt directing ~he person to cease 

and desist from engaging in the act or practice resulting in 

the violation or to take other affirmatiye action as in the 

judgment of the commissioner is necessary to comply with the 

regu.rements of this cha~. 

2. If a hearing is not timely reguested, the summary order 

becomes final by operation of law. The order shall remain 

effective frem the date of issuance until the date the order 

~_c~~in~~~eration of law or is overturned by a 

,)".:;_siding officer or court f()llowing a reguest for hearing. A 

pers~)'!....:":'h2..".has been isslled a st;mmary order under th~s section 

may ~tes0~~ filing a reg"Jest for a contes~ed case 

proceedlng as.srovided in chapter 17A and in accordance with 

rules adopted bv t~e commissioner. However, the person shall 

have at least thirty days from the date that the order is 

~~ued in order to file the reauest. Section 17A.lSA is 

ir.acplical:?le :0 a summary order issued under th:'s subsection. 

3. A person violating a ""~~"7'ary order issued under this 

subsection ~hall be deemed in contempt of that order. The 

commissioner may peti~icn the district court to enforce the 

order 3S certified_~e ccmmissioner. The district court 

shal.L.idju~the_~!J!.~in cont."'.'!I.PLof the order if .the court 

.t0~3 after h~ari~g that th~r::;on is not in compliance with 

the order. The court shall ass~§2 a civil penalty against the 

E.~rson in an "mount not less than_three thousand dq_llars but 

!l.~"L..9!~~ter .!Dan ten. thousan.£.._'!ollars .2~~~.1ation, and m.e,y 

issue further orders as it deems appropriate. 
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Sec. 31. NEW S~~TION. 523C.23 INVESTIGATIONS AND 

SOBPOENAS. 

1. a. In enforcing this chapter. the commissioner may 

conduct a public or private investigation in order to do any 

of the following: 

(1) Determine whether a person has violated or is about to 

violate a provision of this chapter or a rule or order under 

this chapter. 

(2) Aid in the enforcement of this chapter or in the 

prescribing of rules and forms under this chapter. 

b. In carrying out this subsectIon, the commissioner may 

do all of the following: 

(1) Conduct the investigation within or outside of this 

state. 

(2) Require or allow a person to file a statement in 

writing regarding the facts or circumstances concerning a 

matter to be investigated. The commissioner may require that 

the statement be made under oath. 

(3) Apply to the district court for the issuance of an 

order requiring a person's appearance before the commissioner 

or the attorney general. The person may also be required to 

produce documentary evidence germane to the subject of the 

investigation. The failure to obey an order under this 

subsection constitutes contempt of court. 

c. Information obtained in the course of an investigation 

is confidential as provided in section 22.7. However, upon a 

determination that disclosure of the informati~n is necessary 

or appropriate in the public interest or for the protection of 

consumers. the commissioner may do any of the following: 

(1) Share information obtained during the course of the 

investigation with another regulatory authority or government 

agency • 

(2) Publish information obtained during the course of the 

investigation which concerns a violation of this chapter or a 

rule or order under this chapter. 
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2. Except as provided 10 s~ction 523C.19, a proceeding 

instituted under this cr.apte: shall be conducted pursuant to 

chapter 17A and rules adopted by the commissioner pursuant to 

chapter 17A. 

3. In an investigation or proceeding conducted und~~ this 

chapter, the cornmi~sioner or any designee of the co~~issioner 

;nay administe, oaths and afLrmat~ons, subp0ena witnesses, 

compel their attendance, ta~e evidence, and require the 

production of al1Y records which the conunissioner deeJllS 

relevant or material to the inquiry. 

4. A person is not excused from attending and testifying 

or from producing a document or record before the commissioner 

or in obedience to a subpvena of the commissioner or an 

officer designated by the commissioner, or in a proceeding 

instituted by the commissioner, on the grounds that the 

testimony or evidence, documentary or otherwise, required of 

the person may tend to incriminate or subject the person to a 

penalty or forfeiture. However, a person shall not be 

prosecuted or subjected to any penalty or forfeiture due to a 

transaction or matter about which the person is compelled, 

after claiming privilege against self-incrimination, to 

testify or produce evidence, documentary or otherwise. ~he 

person testifying, however, is not exempt from prosecution and 

punishment for per.jury or contempt committed while testifying. 

DIVISION V 

Re~IREMENT CARE CONTRACTS 

Sec. 32. Section 5230.13, Code 1999, is amended to read as 

follows: 

5230.13 COMPLIANCE ORO~S. 

1.:. Upon the cOIIlmissioner's determination that a provider 

has-y~o~atee-a-proyisio" has engaged, is engaging, or is about 

!2-~1~ge in any aCe or practice constituting a violation of 

this chapter or a rule adopted pursuant to this chapter, the 

comm.tssioner may issue an !i.2_ummary order reqt2ir~.,~"s 

directing the provider to cease and desist from sn-ttniawftti 

engaoing in the act or practice resulting in the violation or 
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t-- take oLder ~.ffirrrr.ltive act~.>I~ ':5 in the judgment o~ t',',e 

~oromissio,.,e!" is necessary to comply with the requ:,ements of 

this chapter. 

~ The-perS~n-"5med-in-the-order-~ftY7-with~"-fottrtee"-days 

a£ter-reeeipt-of-the-order ,-f;' ie- ,. .. w1,.;,;,ten-reql!el!lt-fo r-II 

heari"9.-"~he-hear±"9-shat~-be-hetd-~n-aeeorde"e~"w~t~-ehapter 

iiA.--if-a-h~a~in~-i~-ftet-req~e5tedT-the-~rder-sha±t-hee~mr 

per'~snenr. .IL~JH~:Hing is nct ,!: irn_~l~~~~~,~t!te y_~''r'I.:gy 

o((!~_beG0rr.e,,- fina.L ..2Y....£E.~!:...a.\:~on of law. _. The ~9.~ _s~~ll 

~~~i...~~ffec~.lY~_-':'· .. "!. '-.'~.~~~J_ .. i§_~;,;.~e._~ntil~:~_~.<!!.;? the 
::nder becomes fin_~~_:;perat_l,~~ o( law or is O"_~rt'lCned by a 

E..resi~~~'9 0Uicer or ..';-:9~.f.2l ~~'!.!:.!!.'LLr..!'!.guest for heal' Lng. A 

~':'!l_'!.~.2 'a~~~U.::,I.:ed ~_!?UmIlta!L..~.r.Je~:::.r~0l!_Lt'i.§.._~..!'!.ct.i~ 

maY....£2ntes t_ . i t .. .)y f iIi n~~ _r.~~~ .!2_r_ .. ~~n~_e2'_~ ·,'.~se 
proceedlno .~.Qvi(!ed in chapte,_.1}i\ dlld __ i~~,_ccrdd.!.!~with 

!\l~~ .. ~d.2p.~"',L~the _cOrl'.:l.iss icner. __ .,!~w!-,ver, t_;-'''~~s''~ha:''l 

have ~L..!..~ .. ""t th~!'!y Gavs fr21!l. the _ da~~ that t~?_..2.rd~~ 
is~ed~r.d!!~o fHe~e ceqte<;t~qtion 17A.lSA is 

l!l~el.i.£<.\bl~_~o a sUl!Ul\a.!.L0rde~E_~~~.r-der tr~ secti~. 

3. A pers':)n violat'';''~hsummary order issued under this 

~!i~~~1.i. be deeITlc·d in contE'mpt of that. order. The 

commissioner may .F.eti~!on_ the distr ict court to _enforce ~~ 

order as cer~ifiedJ?~ the commissioner. The district court 

;;hall adjuG<1e. the.,Eerson in cont(,l~ of the orde!:.2I.._th~_:::ourt 

finds after hearit.!S-.'=.b!,t the person is not in cou;Eli~_~..!L with 

the orde;> The court shaH as:o:!..~_civi: ~e.;_~.Y.29:..a,.inst the 

person in an a~'<2~~9..t les..§...::12~. ~hr~ thou.E.~~~.ollars but 
not greater than_~n thou.£.<lT.d _d.o 1 iars per .:iolation, and may 
issue further orcers as it deems appr'.Jpr idte. 

::nvr:, ION VI 

PROBATE TRANSFER ON DEATH 

Sec. 33. Section 633.801, subsection 6, Code 1999, is 

~ended to read as follows: 

6. "Security· means a security as defined In section 

502.102. ~~os~of this -.:::i!E..t~:!...L.·s.ecurity'· includes, 

but i~.!1ot l~E,:;~d .!2..L_!.£erti~i~~~~_sec~J.~.Y~'l 

uncert.Lficated security, and a security ac~~ 
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DIVISION VII 

VIA'l'ICAL SETTLEMENT CON'l'l<ACTS 
Sec. 34. Section 502.202, subsection 19, Code Supplement 

1999, is amended by adding the following new paragraph: 
NEW PARAG~~. e. The assignment, transfer, sale, devise, 

or bequest of the death benefit or ownership of a life 

insurance policy or contract made by the policyholder or 
contract owner to a viatical settlement provider, if the 
viatical settlement transaction complies with chapter 508E, 

including rules adopted pursuant to that chapter. 
Sec. 35. NEW SECTION. s08E.l AUTHORITY OF THE 

COMMISSIONER. 

The cummissioner shall requlate, but not prohibit, the sale 
of viatical settlements as provided in this chapter. 

Sec. 36. NEW SECTION. 508E.2 DEFINITIONS. 
As used in this chapter, unless the context otherwise 

requires: 
1. "Chronically ill" means any of the following: 
a. Being unable to perform or maintain at least two 

activities of daily living, including but not limited to 
eating, toiletinq, transferring, bathing, dressing, or 

cont.inence. 
b. Requir i :19 substantial supervision to protect the 

individual from threats to health and safety due to severe 

cognitive impairment. 
c. Having a level of disability similar to that described 

in paragraph "a" as deterffiined by the United States secretary 
of health and human services. 

2. "Commissioner" means the commissioner of insurance. 
3. ftTerm:nally ill" means having an illness or sickness 

that can reasonably oe expected to result in death in twenty­

four months or less. 
4. aViatical settlement contract M means a written 

agreement entered into between a viatical settlement provideI' 
and a persor, ,'ho o."ns or is insured under a life insurance 
policy or certificate, or '.ho owns or is covered under a group 
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life insurance policy. "Viatical set tlement contract" does 
not mean a written agreement entered into between a viator and 
a person having an insurable interest in the viator's life. 

5. "Viator" l1Ieans a person sellinq a life insurance policy 
or certificate. 

Sec. 37. NEW SECTION. 508!.3 VIATlCAL SETTLEMENT 
CONTRACT LIMITATIONS. 

1. a. Subject to paragraph "b", a viatical settlement 
contract shall not be entered into until after the contestable 
period of the life insurance policy or certificate has 
expired. 

b. If a viatical settlement contract is entered into 
during the contestable period of the life insurance policy or 
certificate, a rebuttable presumption arises that it was the 
intent of the person entering into such contract with a 
viatical settlement provider to enter into such contract at 
the time the life insurance policy or certificate was 
originally purchased. If such person fails to Iebut the 
presumption, the viatical settlement contract is void. 

2. A viatical settlement contract shall only be entered 
into with an individual who owns a life insurance policy or 
certificate which covers the life of an individual who is 
either terminally ill or chronically ill, or as otherwise 
provided pUIsuant to rules adopted by the commissioner. 

Sec. 38. NEW SECTION. 508&.4 RULEMAKING AUTHORITY. 
The commissioner shall 

administer this chapter. 
all of the following: 

adopt rules as necessary to 

Rules shall be adopted relating to 

1. Advertising standards. 
2. Disclosure. 
3. Examinations. 
4. Insurance company practices. 
s. License requirements. 
6. Prohibited practices. 
7. Refund provisions. 
8. Reporting. 
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9. Standards for reasonabl~ness of payment. 

10. onfair trade practices. 
11. viatical settlement contracts. 
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