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1 DIVISION I 

2 MOTOR VEHICLE SERVICE CONTRACTS 

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

4 amended to read as follows: 

5 1. "Commissioner" means the commissioner of insurance as 

6 provided in section 505.1 or the deputy administrator 

7 appointed under section 502.601. 

8 Sec. 2. Section 3211.1, Code 1999, is amended by adding 

9 the following new subsection: 

10 NEW SUBSECTION. 6A. "Record" means information stored or 

11 preserved in any medium, including in an electronic or paper 

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

13 books, publications, accounts, correspondence, memoranda, 

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

15 audio or visual tapes. 

16 Sec. 3. Section 3211.2, subsection 2, Code 1999, is 

17 amended to read as follows:. 

18 2. The issuer of a reimbursement insurance policy shall 

19 not cancel a reimbursement insurance policy unless a written 

20 notice has been received by the ±n~ttranee-d±~±~±on 

21 commissioner and by each applicable provider, including 

22 automobile dealers and third-party administrators,-wh±eh. The 

23 notice shall fix the date of cancellation at a date no earlier 

24 than ten days after receipt of the notice by the ±n~ttranee 

25 d±~±~±on commissioner and by the applicable provider. The 

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

27 department receipt of certified or registered mailing shall be 

28 deemed proof of receipt of the notice. 

29 Sec. 4. Section 3211.3, subsection 2, Code 1999, is 

30 amended to read as follows: 

31 2. In addition to any other required filings, a-~rtte-and 

32 eorree~ an accurate copy of the service contract and the 

33 provider's reimbursement insurance policy, the consent to 

34 service of process on the commissioner, and such other 

35 information as the commissioner requires, shall be filed 
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1 annually with the commissioner no later than the first day of 

2 August. If the first day of August falls on a weekend or a 

3 holiday, the date for filing shall be the next business day. 

4 In addition to the annual filing, the provider shall promptly 

5 file copies of any amended documents if material amendments 

6 have been made in the materials on file with the divi~ioft 

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

8 August and sales have occurred during the period when the 

9 provider was in noncompliance with this section, the divi~ioft 

10 commissioner shall assess an additional filing fee that is two 

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

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

13 materials filed with the division current and accurate. The 

14 annual filing shall be accompanied by a filing fee determined 

15 by the commissioner which shall be sufficient to defray the 

16 costs of administering this chapter. 

7 Sec. 5. Section 3211.3, Code 1999, is amended by adding 

8 the following new subsection: 

19 NEW SUBSECTION. 3. a. A motor vehicle service contract 

20 provider shall promptly file the following information with 

21 the insurance commissioner: 

22 (1) A change in the name or ownership of the provider. 

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

24 b. The provider is not required to submit a fee as part of 

25 this filing. 

26 Sec. 6. Section 3211.10, Code 1999, is amended to read as 

27 follows: 

28 3211.10 MISREPRESENTATIONS OF STATE APPROVAL. 

29 Tt-i~-ttfti8w£tti-£or-8 A motor vehicle service contract 

30 provider to shall not represent or imply in any manner that 

31 the provider has been sponsored, recommended, or approved or 

32 that the provider's abilities or qualifications have in any 

33 respect been passed upon by the ~eettritie~-bttreatt,-the 

4 ift~ttr8ftee-divi~ioft,-or-the state of Iowa, including the 

5 commissioner, the insurance division, or the division's 
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1 securities bureau. 

2 Sec. 7. Section 3211.11, Code 1999, is amended by adding 

3 the following new subsection: 

4 NEW SUBSECTION. 5A. A motor vehicle service contract 

5 provider shall not repair a motor vehicle covered by a motor 

6 vehicle service contract with any of the following: 

7 a. Used parts, unless the provider receives prior written 

8 authorization by the vehicle owner. 

9 b. Rebuilt parts, unless the parts are rebuilt according 

10 to national standards recognized by the insurance division. 

11 Sec. 8. Section 3211.12, subsection 1, unnumbered 

12 paragraph 1, Code 1999, is amended to read as follows: 

13 A motor vehicle service contract provider shall keep 

14 accurate aeeotln~s7-beeks7-and records concerning transactions 

15 regulated under this chapter. 

16 Sec. 9. Section 3211.12, subsection 1, paragraph a, 

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

18 follows: 

19 A motor vehicle service contract provider's aeeetln~S7 

20 beek8,-and records shall include all of the following: 

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

22 c, Code 1999, are amended to read as follows: 

23 b. A motor vehicle service contract provider shall retain 

24 all required aeeotln~s,-beeks,-and records pertaining to a 

25 service contract holder for at least two years after the 

26 specified period of coverage has expired. A provider 

27 discontinuing business in this state shall maintain its 

28 records until the provider furnishes the commissioner 

29 satisfactory proof that the provider has discharged all 

30 obligations to contract holders in this state. 

31 c. Motor vehicle service contract providers shall make all 

32 aeeetln~s,-beeks,-and records concerning transactions regulated 

33 under the chapter available to the commissioner for the 

34 purpose of examination. 

35 Sec. 11. Section 3211.14, subsections 1, 2, and 4, Code 
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1 1999, are amended to read as follows: 

2 1. The admiftis~ra~or-o£-~nis-enap~er commissioner may take 

3 actions which are necessary or appropriate for the protection 

4 of service contract holders or ~o-admiftis~er for the effective 

5 administration of this chapter. The admiftis~ra~or 

6 commissioner may make private and public investigations and 

7 examinations as the admiftis~ra~or commissioner deems necessary 

8 to determine whether any person has violated or is about to 

9 violate this chapter or a rule or order adopted or issued 

10 pursuant to this chapter. 

11 2. Por-~ne-ptlrpose-o£ In an investigation or proceeding 

12 under this chapter, the admiftis~ra~or commissioner or any 

13 officer designated by the admiftis~ra~or commissioner may 

14 administer oaths and affirmations, subpoena witnesses and 

15 compel their attendance, take evidence, and require the 

16 production of books7-papers7-eorrespoftdeftee7-memoraftda7 

a9reemeft~S7-0r-o~ner-doetlmeft~s-or records which the 

admiftis~ra~or commissioner deems relevant or material to an 

19 inquiry, all of which may be enforced in accordance with 

20 chapter 17A. 

21 4. !£-aft-±ft~es~i9a~ioft-pro~±des-reasoftab~e-e~ideftee upon 

22 the commissioner's determination that a persoft-~io~a~ed 

23 provider has engaged, is engaging, or is about to engage in 

24 any act or practice constituting a violation of this chapter 

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

26 may issue aft a summary order diree~ed-a~ directing the person 

27 to cease and desist from engaging in the act or practice 

28 resulting in the violation or to take other affirmative action 

29 as in the judgment of the commissioner is necessary to comply 

30 with the requirements of this chapter. 

31 a. If a hearing is not timely requested, the summary order 

32 becomes final by operation of law. The order shall remain 

33 effective from the date of issuance until the date the order 

becomes final by operation of law or is overturned by a 

presiding officer or court following a request for hearing. A 

-4-
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1 person who has been issued a summary order under this 

2 subsection may contest the order by filing a request for a 

3 contested case proceeding as provided in chapter 17A and in 

4 accordance with rules adopted by the commissioner. However, 

5 the person shall have at least thirty days from the date that 

6 the order is issued in order to file the request. Section 

7 17A.18A is inapplicable to a summary order issued under this 

8 subsection. 

9 b. A person violating a summary order issued under this 

10 subsection shall be deemed in contempt of that order. The 

11 commissioner may petition the district court to enforce the 

12 order as certified by the commissioner. The district court 

13 shall adjudge the person in contempt of the order if the court 

14 finds after hearing that the person is not in compliance with 

15 the order. The court shall assess a civil penalty against the 

16 person in an amount not less than three thousand dollars but 

17 not greater than ten thousand dollars per violation, and may 

18 issue further orders as it deems appropriate. 
19 Sec. 12. Section 3211.15, Code 1999, is amended to read as 

20 follows: 

21 3211.15 AUDITS. 

22 The commissioner may examine or cause to be examined the 

23 books7-papers, records,-memoraftda,-or-doeumeftes of a motor 

24 vehicle service contract provider for the purpose of verifying 

25 compliance with this chapter. The commissioner may require, 

26 by a subpoena, the attendance of the provider, or the 

27 provider's representative, and any other witness whom the 

28 commissioner deems necessary or expedient, and the production 

29 of books,-papers, records,-memoraftda,-or-doeumeftes relating in 

30 any manner to compliance with this chapter if a provider or 

31 witness fails or refuses to produce the documents for 

32 examination when requested by the commissioner. 

33 Sec. 13. Section 3211.16, Code 1999, is amended to read as 

34 follows: 

35 3211.16 VIOLATIONS -- PENALTIES. 
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1 1. a. Except as provided in paragraph "b", all of the 

2 following shall apply: 

3 1!l A violation of this chapter or a rule adopted pursuant 
4 to this chapter is a violation of section 714.16, subsection 

5 2, paragraph "a". The remedies and penalties provided by 

6 section 714.16, including but not limited to injunctive relief 

7 and civil penalties, apply to violations of this chapter. 

8 (2) A person who willfully and knowingly violates this 

9 chapter or a rule adopted pursuant to this chapter is, upon 

10 conviction, guilty of a class "D" felony. 

11 b. A motor vehicle service contract provider who fails to 
12 file documents and information with the commissioner as 

13 required pursuant to section 3211.3 may be subject to a civil 

14 penalty. The amount of the civil penalty shall not be more 

15 than four hundred dollars plus two dollars for each motor 

16 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 

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

20 pursuant to section 3211.3 is subject to a civil penalty of 

21 not more than five hundred dollars. 
22 2. If the commissioner believes that grounds exist for the 

23 criminal prosecution of per~oft~-~~b;eee-eo-eh±~-eh8peer ~ 

24 motor vehicle service contract provider for ~±o18e±oft~-o£ 

25 violating this chapter or any other law of this state, the 

26 commissioner may forward to the attorney general or the county 

27 attorney the grounds for the belief, including all evidence in 

28 the commissioner's possession,-±ft-order-eh8e-ehe-8eeorftey 

29 gefter81-or-ehe-eo~fteY-8eeOrftey-may-proeeed-w±eh-ehe-m8eeer-8~ 

30 for action deemed appropriate by the attorney general or 

31 county attorney. At the request of the attorney general, the 

32 county attorney shall appear and prosecute the action when 

33 brought in the county served by the county attorney. 

3.--A-per~oft-who-w±11£~11y-aftd-kftow±ft91y-~±o18ee~-ehi~ 

eh8peer-Or-a-rtlle-8dopeed-ptlr~~8fte-eo-eh±~-eh8peer-±~,-tlPOft 

-6-
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1 eoftv±e~±Oft7-9tl±i~y-o£-a-eia~~-llBll-£eiofty. 

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

3 Sec. 15. DIRECTIONS TO THE CODE EDITOR. The Code editor 

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

5 and correct internal references as necessary. 

6 DIVISION II 

7 IOWA UNIFORM SECURITIES ACT 

8 Sec. 16. Section 502.304, subsection 1, unnumbered 

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

10 follows: 

11 1. The administrator may by order deny, suspend, or revoke 

12 a registration or may censure, impose a civil penalty upon, or 

13 bar an applicant, registrant, branch manager, assistant branch 

14 manager, supervisor, or any officer, director, partner, or 

15 person occupying a similar status or performing similar 

16 functions for a registrant. A person barred under this 

17 subsection may be prohibited by the administrator from 

18 employment with a registered broker-dealer or investment 

19 adviser. The administrator may restrict the person barred 

20 from engaging in any activity for which registration is 

21 required. Any action by the administrator under this 

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

23 public interest and it is found that the applicant or 

24 registrant or, in the case of a broker-dealer or investment 

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

26 occupying a similar status or performing similar functions, or 

27 a person directly or indirectly controlling the broker-dealer 

28 or investment adviser, or a branch manager, assistant branch 

29 manager, or supervisor: 

30 Sec. 17. Section 502.604, subsection 1, Code Supplement 

31 1999, is amended to read as follows: 

32 1. Issue aft a summary order directed at the person 

33 requiring the person to cease and desist from engaging in such 

34 act or practice or to take other affirmative action as in the 

35 judgment of the administrator is necessary to comply with the 
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1 requirements of this chapter. 

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

3 becomes final by operation of law. The order shall remain 

4 effective from the date of issuance until the date the order 

5 becomes final by operation of law or is overturned by a 

6 presiding officer or court following a request for hearing. A 

7 person who has been issued a summary order under this 

8 subsection may contest the order by filing a request for a 

9 contested case proceeding as provided in chapter l7A and in 
10 accordance with rules adopted by the administrator. However, 

11 the person shall have at least thirty days from the date that 

12 the order is issued in order to file the request. Section 

13 l7A.18A is inapplicable to a summary order issued under this 

14 subsection. 

15 b. A person violating a summary order issued under this 
16 subsection shall be deemed in contempt of that order. The 

administrator may petition the district court to enforce the 

order as certified by the administrator. The district court 

shall adjudge the person in contempt of the order, if the 

court finds after hearing that the person is not in compliance 

21 with the order. The court shall assess a civil penalty 

22 against the person in an amount not less than three thousand 

23 dollars but not greater than ten thousand dollars per 

24 violation, and may issue further orders as it deems 

25 appropriate. 

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

27 amended to read as follows: 

28 1. a. Afty Except as provided in paragraph "b", a person 

29 who willfully and knowingly violates any provision of this 

30 chapter, or any rule or order under this chapter, ~naii-be is 

31 guilty of a class "D" felony. 

32 b. A person who willfully and knowingly violates section 
33 502.401, 502.402, or 502.403, or section 502.408, subsection 1 

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

guilty of a class "C" felony. 
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1 Sec. 19. Section 502.609, subsection 1, unnumbered 

2 paragraph 1, Code 1999, is amended to read as follows: 

3 Every applicant for registration under this chapter, and 

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

5 unless exempt under section 502.202 or 502.203 and the 

6 administrator by rule or order waives the filing, shall file 

7 with the administrator, in such form as the administrator by 

8 rule prescribes, an irrevocable consent appointing the 

9 administrator or the administrator's successor in office to be 

10 such person's attorney to receive service of any lawful 

11 process in any noncriminal suit, action or proceeding against 

12 such person or the successor, executor or administrator of 

13 such person which arises under this chapter or any rule or 

14 order hereunder after the consent has been filed, with the 

15 same validity as if served personally on the person filing the 

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

17 filed a consent in connection with a previous registration or 

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

19 leaving a copy of the process in the office of the 

20 administrator, but it is not effective unless the plaintiff, 

21 including the administrator when acting as such, does the 

22 following: 

23 DIVISION III 

24 BUSINESS OPPORTUNITY PROMOTIONS 

25 Sec. 20. Section 523B.l, Code Supplement 1999, is amended 

26 by adding the following new subsection: 

27 NEW SUBSECTION. lOA. "Record" means the same as defined 

28 in section 3211.1. 

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

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

31 follows: 

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

33 trade commission rule ene±eled-uB±~elo~tlre relating to 

34 disclosure requirements and prohibitions concerning 

35 franchising and business opportunity venturesu,.as adopted by 
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1 rule of the administrator in accordance with 16 C.F.R. S 436 

2 t!979t. ~he-adm±~±~~ra~or-may-by-rtt!e-adop~-a~y-ame~dme~~-~o 

3 ~he-d±8e!o~tlre-doettme~~-prepared-pttr8tta~~-~o-!6-e7p7R7-§-436 

4 t!979t-~ha~-ha~-bee~-adop~ed-by-~he-£edera!-~rade-eomm±8~±O~7 

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

6 1999, is amended by adding the following new paragraph: 

7 NEW PARAGRAPH. c. The seller shall disclose to the 

8 administrator in the disclosure document or otherwise any 

9 sales or offers made in this state prior to registration. 

10 Sec. 23. Section 523B.2, subsection 4, Code Supplement 

11 1999, is amended to read as follows: 

12 4. EFFECTIVE DATE. A registration automatically becomes 

13 effective upon the expiration of the £±£~ee~~h thirtieth full 

14 business day after the complete filing is received by the 

administrator, provided that ~o an order has not been issued 

or ~ proceeding 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 

19 been made. The administrator may by order defer the effective 

20 date until the expiration of the £±£~ee~~n thirtieth full 

21 business day after the filing of an amendment with the 

22 administrator. 

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

24 Supplement 1999, is amended by adding the following new 

25 subparagraph: 

26 NEW SUBPARAGRAPH. (8) The rights and responsibilities of 

27 the parties regarding the marketing of a business opportunity, 

28 including but not limited to all of the following: 

29 (a) Whether the seller assigns the purchaser a territory 

30 in which to sell a business opportunity. 

31 (b) Whether the seller assists the purchaser in finding 

32 locations in which to sell a business opportunity. 

33 (c) Whether the purchaser is solely responsible for 

marketing a business opportunity. 

Sec. 25. Section 523B.8, subsection 1, Code 1999, is 

-10-
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1 amended to read as follows: 

2 1. a. f£-i~-8~pe8~s-~o-~he-8dmi~is~r8~er Upon the 

3. administrator's determination that a person has engaged, is 

4 engaging, or is about to engage in any act or practice 

5 constituting a violation of this chapter or a rule or order 

6 adopted or issued under this chapter, the administrator may 

7 issue 8~ a summary order diree~ed-8~ directing the person 

8 re~ttiring-~he-persen to cease and desist from engaging in the 

9 act or practice or to take other affirmative action as in the 

10 judgment of the administrator is necessary to comply with the 

11 requirements of this chapter. 
12 b. ~he If a hearing is not timely requested, the summary 

13 order becomes final by operation of law. The order shall 

14 remain effective from the date of issuance until the date the 

15 order becomes final by operation of law or is overturned by a 

16 presiding officer or court following a request for hearing. A 

17 person n8med-in-~he-erder-m8Y7-wi~hin-£ettr~een-d8ys-o£-~he 

18 d8~e-o£-~he-erder7-£ile-8-wri~~en who has been issued a 
19 summary order under this subsection may contest it by filing a 

20 request for a he8ring~--~he-he8r±ng-sh81i-be-heid-±n 

21 8eeord8nee-w±~h contested case proceeding as provided in 

22 chapter l7A =a~n~d~i~n~a~c~c~o~rd==a~n~c~e~w~i~t~h~t~h~e~r~u~l~e~s~a~d~o~p~t~e~d~b~y~t~h~e 

23 administrator. However, the person shall have at least thirty 

24 days from the date that the order is issued in order to file 

25 the request. Section l7A.18A is inapplicable to a summary 

26 order issued under this subsection. 

27 c. A person violating a summary order issued under this 

28 subsection shall be deemed in contempt of that order. The 
29 administrator may petition the district court to enforce the 

30 order as certified by the administrator. The district court 

31 shall adjudge the person in contempt of the order if the court 

32 finds after hearing that the person is not in compliance with 

33 the order. The court shall assess a civil penalty against the 

34 person in an amount not less than three thousand dollars but 

35 not greater than ten thousand dollars per violation, and may 
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1 issue further orders as it deems appropriate. 

2 Afty A consent agreement between the administrator and the 

3 seller may be filed in the miscellaneous docket of the clerk 

4 of the district court. 

5 Sec. 26. Section 523B.8, subsection 2, paragraph b, Code 

6 1999, is amended to read as follows: 

7 b. For the purpose of an investigation or proceeding under 

8 this chapter, the administrator or an officer designated by 

9 the administrator may administer oaths and affirmations, 

10 subpoena witnesses, compel the attendance of witnesses, take 

11 evidence and require the production of book~7-~8~er~7 

12 eorre~poftdeftee7-memOr8ftd87-agreemeft~~7-0r-o~ner-doettmeft~~-or 

13 records which the administrator deems relevant or material to 

14 the inquiry. 

15 DIVISION IV 

16 RESIDENTIAL SERVICE CONTRACTS 

Sec. 27. Section 22.7, Code Supplement 1999, is amended by· 

adding the following new subsection: 

19 NEW SUBSECTION. 39. Information obtained by the 

20 commissioner of insurance in the course of an investigation as 

21 provided in section 502.603, 523B.8, or 523C.23. 

22 Sec. 28. Section 523C.l, Code 1999, is amended by adding 

23 the following new subsection: 

24 NEW SUBSECTION. 6A. "Record" means the same as defined in 

25 section 3211.1. 

26 Sec. 29. Section 523C.7, subsection 4, Code 1999, is 

27 amended to read as follows: 

28 4. To the extent necessary to administer the provisions of 

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

30 institute a residential service contract form approval or f6rm 

31 review fee as-~ne-eomm±~s±ofter-~na!!-by. If the commissioner 

32 establishes a fee, the amount of the fee shall be set by rule 

33 ~e~ adopted pursuant to chapter l7A. The fee7-±f-±m~o~ed7 may 

be by dollar amount or based upon a percentage of the sale 

value of the contract. However, the fee shall not exceed 
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1 fifty thousand dollars. 

2 Sec. 30. Section 523C.19, Code 1999, is amended to read as 

3 follows: 

4 523C.19 CEASE AND DESIST ORDERS. 

5 1. i£-a~-±~~e~~±ga~±e~-~re~±de~-re8~o~8ble-e~±de~ee Upon 

6 the commissioner's determination that a person ~±e18~ed-a~y 

7 ~re~±~±e~ has engaged, is engaging, or is about to engage in 

8 any act or practice constituting a violation of this chapter 

9 or any rule adopted pursuant to this chapter, the commissioner 

10 may issue an order d±ree~ed-a~ directing the person to cease 

11 and desist from engaging in the act or practice resulting in 

12 the violation or to take other affirmative action as in the 

13 judgment of the commissioner is necessary to comply with the 

14 requirements of this chapter. 

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

16 becomes final by operation of law. If a hearing is not timely 

17 requested, the summary order becomes final by operation of 

18 law. The order shall remain effective from the date of 

19 issuance until the date the order becomes final by operation 

20 of law or is overturned by a presiding officer or court 

21 following a request for hearing. A person who has been issued 

22 a summary order under this section may contest it by filing a 

23 request for a contested case proceeding as provided in chapter 

24 l7A and in accordance with rules adopted by the commissioner. 

25 However, the person shall have at least thirty days from the 

26 date that the order is issued in order to file the request. 

27 Section 17A.18A is inapplicable to a summary order issued 

28 under this subsection. 

29 3. A person violating a summary order issued under this 

30 subsection shall be deemed in contempt of that order. The 

31 commissioner may petition the district court to enforce the 

32 order as certified by the commissioner. The district court 

33 shall adjudge the person in contempt of the order if the court 

34 finds after hearing that the person is not in compliance with 

35 the order. The court shall assess a civil penalty against the 
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1 person in an amount not less than three thousand dollars but 

2 not greater than ten thousand dollars per violation, and may 

3 issue further orders as it deems appropriate. 

4 Sec. 31. NEW SECTION. 523C.23 INVESTIGATIONS AND 

5 SUBPOENAS. 

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

7 conduct a public or private investigation in order to do any 

8 of the following: 

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

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

11 this chapter. 

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

13 prescribing of rules and forms under this chapter. 

14 b. In carrying out this subsection, the commissioner may 

15 do all of the following: 

16 (1) Conduct the investigation within or outside of this 

state. 

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

19 writing regarding the facts or circumstances concerning a 

20 matter to be investigated. The commissioner may require that 

21 the statement be made under oath. 

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

23 order requiring a person's appearance before the commissioner 

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

25 produce documentary evidence germane to the subject of the 

26 investigation. The failure to obey an order under this 

27 subsection constitutes contempt of court. 

28 c. Information obtained in the course of an investigation 

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

30 determination that disclosure of the information is necessary 

31 or appropriate in the public interest or for the protection of 

32 consumers, the commissioner may do any of the following: 

33 (1) Share information obtained during the course of the 

investigation with another regulatory authority or government 

agency. 
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1 (2) Publish information obtained during the course of the 

2 investigation which concerns a violation of this chapter or a 

3 rule or order under this chapter. 

4 2. Except as provided in section 523C.19, a proceeding 

5 instituted under this chapter shall be conducted pursuant to 

6 chapter 17A and rules adopted by the commissioner pursuant to 

7 chapter 17A. 

8 3. In an investigation or proceeding conducted under this 

9 chapter, the commissioner or any designee of the commissioner 

10 may administer oaths and affirmations, subpoena witnesses, 

11 compel their attendance, take evidence, and require the 

12 production of any records which the commissioner deems 

13 relevant or material to the inquiry. 

14 4. A person is not excused from attending and testifying 

15 or from producing a document or record before the commissioner 

16 or in obedience to a subpoena of the commissioner or an 

17 officer designated by the commissioner, or in a proceeding 

18 instituted by the commissioner, on the grounds that the 

19 testimony or evidence, documentary or otherwise, required of 

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

21 penalty or forfeiture. However, a person shall not be 

22 prosecuted or subjected to any penalty or forfeiture due to a 

23 transaction or matter about which the person is compelled, 

24 after claiming privilege against self-incrimination, to 

25 testify or produce evidence, documentary or otherwise. The 

26 person testifying, however, is not exempt from prosecution and 

27 punishment for perjury or contempt committed while testifying. 

28 DIVISION V 

29 RETIREMENT CARE CONTRACTS 

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

31 follows: 

32 523D.13 COMPLIANCE ORDERS. 

33 1. Upon the commissioner's determination that a provider 

34 has-~±oia~ed-a-pro~±s±oft has engaged, is engaging, or is about 

35 to engage in any act or practice constituting a violation of 
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1 this chapter or a rule adopted pursuant to this chapter, the 

2 commissioner may issue an a summary order reqtliring-a 

3 directing the provider to cease and desist from an-tln±aw£tl± 

4 engaging in the act or practice resulting in the violation or 

5 to take other affirmative action as in the judgment of the 

6 commissioner is necessary to comply with the requirements of 

7 this chapter. 

8 2. ~he-per~on-namee-in-~he-oreer-maY7-wi~hin-£otlr~een-eay~ 

9 a£~er-reeeipt-o£-the-oreer7-£i±e-a-written-reqtle~t-£or-a 

10 hearin9.--~he-hearing-~ha±±-be-he±e-in-aeeoreanee-wi~h-ehapter 

11 ±7A.--f£-a-hearing-±~-no~-reqtle~~ed7-the-order-~ha±±-beeome 

12 permanent. If a hearing is not timely requested, the summary 

13 order becomes final by operation of law. The order shall 

14 remain effective from the date of issuance until the date the 

15 order becomes final by operation of law or is overturned by a 

16 presiding officer or court following a request for hearing. A 

7 person who has been issued a summary order under this section 

8 may contest it by filing a request for a contested case 

19 proceeding as provided in chapter 17A and in accordance with 

20 rules adopted by the commissioner. However, the person shall 

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

22 issued in order to file the request. Section 17A.18A is 

23 inapplicable to a summary order issued under this section. 

24 3. A person violating a summary order issued under this 

25 section shall be deemed in contempt of that order. The 

26 commissioner may petition district court to enforce the order 

27 as certified by the commissioner. The district court shall 

28 adjudge the person in contempt of the order if the court finds 

29 after hearing that the person is not in compliance with the 

30 order. The court shall assess a civil penalty against the 

31 person in an amount not less than three thousand dollars but 

32 not greater than ten thousand dollars per violation, and may 

33 issue further orders as it deems appropriate. 

4 DIVISION VI 

5 PROBATE TRANSFER ON DEATH 

-16-
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1 Sec. 33. Section 633.801, subsection 6, Code 1999, is 

2 amended to read as follows: 

3 6. "Security" means a security as defined in section 

4 502.102. For purposes of this chapter, "security" includes, 

5 but is not limited to, a certificated security, an 

6 uncertificated security, and a security account. 

7 EXPLANATION 

8 This bill amends a number of provisions relating to the 

9 entities and subject matter under the regulatory authority of 

10 the insurance division of the department of commerce, 

11 including motor vehicle service contracts under Code chapter 

12 3211, securities (the Iowa "Blue Sky Law") under Code chapter 

13 502, business opportunities and promotions under Code chapter 

14 523B, residential service contracts under Code chapter 523C, 

15 retirement facilities under Code chapter 5230, and securities 

16 transfer on death probate provisions under Code chapter 633. 

17 A number of provisions contain similar language. 

18 DIVISION I 

19 MOTOR VEHICLE SERVICE CONTRACTS 

20 The bill amends provisions in Code section 3211.1, which 

21 provides for the chapter's definitions. It amends the 

22 definition of "commissioner" to include the commissioner's 

23 deputy for purposes of administering the Code chapter. The 

24 bill repeals Code section 3211.9, which provided 

25 administrative authority to the deputy. The bill replaces 

26 references in the chapter to "insurance division" to 

27 "commissioner" for purposes of consistency. The bill adds a 

28 definition of "record" to mean information stored or preserved 

29 in any medium. Provisions throughout the chapter refer to the 

30 commissioner's authority to examine records and documents. 

31 The references appear inconsistent, either mentioning records 

32 as some separate item (see Code section 3211.12 referring to 

33 "accounts, books, and records") or referring to records 

34 without any other reference (see the second occurrence in Code 

35 section 32lI.12(1)(b». The bill replaces these reference 
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1 with the term "records" as defined in the bill. 

2 The bill amends Code section 3211.3 to provide that a motor 

3 vehicle service contract provider must file certain provider 

4 information with the commissioner. The bill provides that a 

5 fee is not required as part of the filing • 

. 6 The bill amends Code section 3211.11 to provide that a 

7 provider cannot repair a motor vehicle covered by a contract 

8 with used parts, unless the vehicle owner is notified prior to 

9 the repair. The bill also provides that any rebuilt parts 

10 used in repair of vehicles covered by service contracts be 

11 rebuilt by a manufacturer according to nationally recognized 

12 standards. 

13 The bill amends Code section 3211.14, which provides for 

14 investigations and administrative actions taken by the 

15 commissioner against providers. The bill sets out procedural 

16 requirements by persons who contest an order issued by the 

commissioner. The bill provides for the assessment of civil 

penalties for violations of an order issued pursuant to the 

19 section. 

20 The bill amends Code section 3211.16, which provides for 

21 penalties. The bill restructures the provision in order to 

22 enhance readability. For example, it moves a provision which 

23 provides that a violation of the chapter is a class "0" 

24 felony. It also provides that a provider who fails to file 

25 documents as required in the bill is subject to a civil 

26 penalty equal to $400 plus $2 for each contract that the 

27 provider executes prior to satisfying the filing requirement. 

28 The bill directs the Iowa Code editor to transfer the Code 

29 chapter to a place closer to other chapters under the 

30 jurisdiction of the insurance division. 

31 DIVISION II 

32 IOWA UNIFORM SECURITIES ACT 

33 The bill amends provisions in Iowa's "Blue Sky Law" 

administered by the commissioner of insurance or the 

commissioner's deputy (referred to as the "administrator"). 
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1 The bill provides that the commissioner may deny, suspend, 

2 or revoke a registration or discipline a branch manager, 

3 assistant branch manager, or supervisor in the same manner 
4 that the commissioner may take action against an applicant or 
5 registrant. 
6 The bill also amends Code section 502.604, which authorizes 

7 the commissioner to investigate and take disciplinary action 

8 against persons regulated under the chapter. The bill makes 

9 the same changes as it did in Code section 3211.14 regulating 

10 motor vehicle service contracts. The bill provides procedural 

11 requirements by persons who contest an order issued by the 
12 administrator. The bill provides for the assessment of civil 
13 penalties for violations of an order issued pursuant to the 
14 section. 
15 Code section 502.605 provides that a person violating the 

16 chapter is guilty of a class "0" felony. This bill provides 

17 that a person committing fraudulent conduct involving investor 

18 losses in excess of $10,000 is guilty of a class "C" felony, 
19 which is similar to the criminal penalty for theft pursuant to 
20 Code section 714.2 and fraudulent practice in the first degree 
21 pursuant to Code section 714.9. 

22 The bill amends Code section 502.609, which requires that 
23 an issuer must file an irrevocable consent appointing the 

24 commissioner as the issuer's attorney to receive service in 

25 civil actions. The bill exempts certain persons from this 

26 requirement if the exemption is validated by rule or order of 
27 the administrator, including persons who issue exempt 
28 securities. 
29 

30 

DIVISION III 

BUSINESS OPPORTUNITY PROMOTIONS 

31 The bill amends Code chapter 523B which regulates sellers 

32 of business opportunity promotions by the commissioner or 

33 deputy (referred to as the "administrator" under the chapter). 

34 A business opportunity is the offer for the sale of products 

35 and equipment. 
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1 The bill amends Code section 523B.l, which provides 

2 definitions for the chapter. Specifically, the bill defines 

3 the term "record" in the same way in which the bill defines 

4 the term under Code section 321I.l regulating motor vehicle 

5 service contracts. Similarly, the bill strikes references to 

6 "books, papers, correspondence, memoranda, agreements, or 

7 other documents or records" in the chapter. 

8 The bill amends Code section 523B.2, which provides for the 

9 disclosure of documents prepared pursuant to federal 

10 regulations. The bill eliminates language which refers to a 

11 specific date that the regulation was adopted and states that 

12 the commissioner must adopt rules providing for enforcement 

13 under the most recent federal regulation. 

14 The bill further amends Code section 523B.2, which provides 

15 registration requirements. The Code section requires 

disclosure of documents to the commissioner as part of a 

registration process. The bill provides that a seller must 

18 disclose sales or offers made in this state prior to 

19 registration. The Code section provides that a registration 

20 automatically becomes effective upon the expiration of the 

21 fifteenth business day after the filing has been received by 

22 the commissioner. The bill increases that period to the 

23 thirtieth business day. The Code section provides that a 

24 contract offered under the section must include a number of 

25 items. The bill adds to those required items, by stating that 

26 it must include the rights and responsibilities of the parties 

27 regarding the marketing of a business opportunity. 

28 The bill amends Code section 523B.8, which provides for 

29 investigating or taking disciplinary action against persons 

30 regulated under the chapter. The bill makes the same changes 

31 as it did in Code section 3211.14 regulating motor vehicle 

32 service contracts and Code section 502.604 regulating 

33 securities. The bill provides procedural requirements by 

4 persons who contest an order issued by the administrator. The 

5 bill provides for the assessment of civil penalties for 

-20-
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1 violations of an order issued pursuant to the section. 

2 

3 

DIVISION IV 

RESIDENTIAL SERVICE CONTRACTS 

4 The bill amends provisions in Code chapter 523C, which 

5 regulates residential service contracts executed between a 

6 residential owner and a company for the repair, maintenance, 

7 or replacement of parts of the residence. 

8 The bill amends Code section 523C.1, which provides 

9 definitions for the chapter. Specifically, it defines the 

10 term "record" in the same way in which the bill defines the 

11 term under Code section 3211.1 regulating motor vehicle 

12 service contracts and Code section 523B.1 regulating business 

13 opportunity promotions. 

14 The bill amends Code section 523C.7, which provides that 

15 the administrator may institute a residential service contract 

16 form approval or form review fee. The bill provides that the 

17 fee cannot exceed $50,000. 

18 The bill amends Code section 523C.19, which provides for 

19 investigating or taking disciplinary action against persons 

20 regulated under the chapter. The bill makes the same changes 

21 as it did in Code section 3211.14 regulating motor vehicle 

22 service contracts, Code section 502.604 regulating securities, 

23 and Code section 523B.8 regulating business opportunity 

24 promotions. The bill provides procedural requirements by 

25 persons who contest an order issued by the commissioner. The 

26 bill provides for the assessment of civil penalties for 

27 violations of an order issued pursuant to the section. 

28 The bill creates a new provision, designated as Code 

29 section 523C.23, which provides for investigations and 

30 subpoenas. It authorizes the commissioner to conduct public 

31 or private investigations and issue subpoenas. The section is 

32 based on similar provisions in Code section 502.603. 

33 Information obtained in the course of the investigation is 

34 confidential. 

35 DIVISION V 
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1 RETIREMENT CARE CONTRACTS 

2 The bill amends Code chapter 523D, which provides for the 

3 regulation of contracts to provide care to persons in a 

4 retirement facility. 

5 The bill amends Code section 523D.13, which provides for 

6 investigating or taking disciplinary action against persons 

7 regulated under the chapter. The bill makes the same changes 

8 as it did in Code section 3211.14 regulating motor vehicle 

9 service contracts, Code section 502.604 regulating securities, 

10 and Code section 523B.8 regulating business opportunity 

11 promotions. The bill provides procedural requirements by 

12 persons who contest an order issued by the commissioner. The 

13 bill provides for the assessment of civil penalties for 

14 violations of an order issued pursuant to the section. 

15 DIVISION VI 

16 PROBATE TRANSFER ON DEATH 

This bill amends Code chapter 633, which is the "Iowa 

Probate Code". Specifically it amends provisions enacted by 

the general assembly in 1997 referred to as the "Uniform 

20 Transfer on Death Security Registration Act". The bill amends 

21 the term "security" to include a certificated security, an 

22 uncertificated security, and a security account. 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 
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THOMAS J. VILSACK 
GOVERNOR 

SALLY J. PEDERSON 
LT. GOVERNOR 

MEMORANDUM 

To: Members of the 78th General Assembly 

From: Craig A. Goettsch 
Superintendent of Securities 

Re: Securities Bureau Legislation 

Date: February 4,2000 

Therese M. Va 

The Insurance Division! Securities Bureau has filed an Omnibus Bill that is largely clean up 
and clarification type of amendments to the statutes for which the Bureau is responsible to 
administer. We expect this bill to be noncontroversial. 

Sections 1 through 15 amend chapter 3211, the Motor Vehicle Service Contracts Act. Sections 
16 through 19 amend chapter 502, the Iowa Uniform Securities Act. Sections 20 through 26 
amend chapter 523B, the Iowa Business Opportunities Sales Act. Sections 27 through 31 
amend chapter 523C, the Residential Service Contracts Act. Section 32 amends chapter 
5230, the Retirement Care Contracts Act. Lastly, section 33 amends the Transfer on Death 
Security Registration provisions of the Probate Code. Rather than propose six separate bills, 
the Securities Bureau has packaged these as one piece of legislation. While there is no 
overall "theme" to the proposals, we propose several changes that are the same for each 
chapter. 

DIVISION I - MOTOR VEHICLE SERVICE CONTRACTS 

Section 1 defines the term "commissioner" and includes a reference to the deputy 
(superintendent of securities) appointed under the securities laws for purposes of 
administering the act. This was previously included in our rules at 191-23.6 

Section 2 defines the term "record" providing a more modern definition to include electronic 
formats. The broad definition leads to the deletion of excess verbiage in later sections and 
other chapters. 

Section 3 uses the defined term "commissioner" and eliminates inconsistent references to the 
insurance division. 

Section 4 uses the term "accurate" in lieu of the archaic "true and correct". Also, 
commissioner is used instead of division. 

SECURITIES BUREAU 1340 MAPLE STREET 1 DES MOINES, IOWA 50319-0066/515-281-44411 Facsimile 515-281-3059 
http://W.NW.state.ia.us/governmenUcom/ins/security/security.htm 
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Section 5 is a substantive addition that imposes a duty upon motor vehicle service contract 
providers to disclose material changes in the name or ownership of the business and requires 
them to advise the division when they go out of business. Currently no such duty exists and 
this puts the division at a disadvantage. Receipt of this information will allow us to reply to 
consumer inquiries and complaints. Also, it is not uncommon for a provider who is unable to 
meet the filing requirements of chapter 3211 to change its name and then attempt again to file 
with the division. 

Section 6 makes it unlawful for a provider to represent that the government has in some way 
approved of any provider. The substance of this addition was previously contained in Bureau 
rule 191-23.21. 

Section 7 is a new and substantive provision that limits the use of used parts by the provider 
unless the owner authorizes them, and limits the use of rebuilt parts unless they meet certain 
national standards. This provision affords additional protection to consumers by requiring that 
all rebuilt parts must meet the same minimum requirements before they can be used in repairs. 

Section 8 uses the new definition of records. 

Section 9 uses the new definition of records. 

Section 10 uses the new definition of records. 

ection 11 amends three subsections of 3211.14. In subsection 1, the defined term 
commissioner is used. In subsection 2, commissioner is used, as is the new definition of 
record. In subsection 3, language is added to clarify that the cease and deist authority is a 
summary order, and that orders may include requiring affirmative action as well. The Bureau 
has issued summary cease and desist orders for more than two decades, so this language 
maintains the process historically used by the Bureau. This change makes clear that practice 
may continue with express authority, and that the order is effective during the pendency of any 
proceedings. Paragraph b provides a process for enforcement of the cease and desist order 
by filing a contempt action in district court., with an authorization for a civil penalty. 

Section 12 uses the new definition of record. 

Section 13 has some reorganization and clean-up language. The new substantive addition is 
a provision that allows the division to impose fines upon those providers who fail to make 
certain disclosures 

Section 14 is a repeal of section 3211.9, which provided administrative authority to the deputy. 
this is now handled through the simpler definition in section 1. 

Section 15 moves the chapter to the part of the code that contains several other acts 
administered by the insurance division! securities bureau. 

DIVISION II - IOWA UNIFORM SECURITIES ACT 



Section 16 amends the licensing sanctions to clarify that designated persons at brokerage 
firms with supervisory responsibilities may be held responsible for a failure to supervise under 
paragraph j. 

Section 17 adds language to clarify that the cease and deist authority is a summary order, and 
that orders may include requiring affirmative action as well. The Bureau has issued summary 
cease and desist orders for more than two decades, so this language maintains the process 
historically used by the Bureau. This change makes clear that practice may continue with 
express authority, and that the order is effective during the pendency of any proceedings. 
Paragraph b provides a process for enforcement of the cease and desist order by filing a 
contempt action in district court., with an authorization for a civil penalty. 

Section 18 increases the criminal penalty for fraudulent conduct involving investor losses in 
excess of $10,000. The dollar amount for a class "C" felony matches that for theft (section 
714.2(1) and fraudulent practice in the first degree (section 714.9). 

Section 19 clarifies that the administrator may by rule or order waive the filing of consent to 
service of process if the security or transaction is exempt from registration. 

DIVISION III - BUSINESS OPPORTUNITY PROGRAMS 

Section 20 defines "record" by referring to the new definition in section 1 above. 

Section 21 amends and "cleans up" the current reference to 16 C.F.R. section 436. The 1979 
version of this provision was revised as of January 1, 1986. We can adopt rules rather than 
amend the statute to keep current with federal changes at the FTC. 

Section 22 is a new provision to impose a clear duty upon the seller to disclose prior 
unregistered sales when an application is filed. 

Section 23 is an amendment to add 15 days to the review period for disclosure documents 
filed under the business opportunities act. The time frame is being lengthened to ensure a 
thorough review might be performed. 

Section 24 clarifies some confusion in the existing law concerning what marketing 
responsibilities the seller of a business opportunity has to a purchaser. 

Section 25 adds language to clarify that the cease and deist authority is a summary order, and 
that orders may include requiring affirmative action as well. The Bureau has issued summary 
cease and desist orders for more than two decades, so this language maintains the process 
historically used by the Bureau. This change makes clear that practice may continue with 
express authority, and that the order is effective during the pendency of any proceedings. 
Paragraph b provides a process for enforcement of the cease and desist order by filing a 
contempt action in district court, with an authorization for a civil penalty. 

Section 26 uses the new definition of record. 

DIVISION IV - RESIDENTIAL SERVICE CONTRACTS 



on 27 amends chapter 22, the open records law by adding a reference to a new section 
523C.23 and several longstanding sections that are administered by the Securities Bureau. 
The common theme is that investigative records are not public. 

Section 28 defines "record" by referring to the new definition in section 1 above. 
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Section 29 contains clean-up language regarding fees, and sets a new cap on fees that may 
be collected under this act. The goal is to ensure that the fees collected do not vastly exceed 
the costs of administering the act 

Section 30 adds language to clarify that the cease and deist authority is a summary order, and 
that orders may include requiring affirmative action as well. The Bureau has issued summary 
cease and desist orders for more than two decades, so this language maintains the process 
historically used by the Bureau. This change makes clear that practice may continue with 
express authority, and that the order is effective during the pendency of any proceedings. 
Paragraph b provides a process for enforcement of the cease and desist order by filing a 
contempt action in district court., with an authorization for a civil penalty. 

Section 31 is a provision to allow the division to conduct investigations and issue subpoenas. 
The language is the same as in the securities act, the business opportunities act and other 
laws. 

DIVISION V - RETIREMENT CARE CONTRACTS 

Section 32 adds language to clarify that the cease and deist authority is a summary order. 
The Bureau has issued summary cease and desist orders for more than two decades, so this 
language maintains the process historically used by the Bureau. This change makes clear that 
practice may continue with express authority, and that the order is effective during the 
pendency of any proceedings. Paragraph b provides a process for enforcement of the cease 
and desist order by filing a contempt action in district court., with an authorization for a civil 
penalty. 

DIVISION VI - PROBATE TRANSFER ON DEATH 

Section 33 amends the uniform transfer on death security registration act that was adopted by 
the legislature in 1997. Due to an oversight, the sentence proposed by this amendment had 
been dropped from the bill. It is from the uniform act, and clarifies what is covered by the act. 
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1 DIVISION I 

2 MOTOR VEHICLE SERVICE CONTRACTS 

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

4 amended to read as follows: 

5 1. "Commissioner" means the commissioner of insurance as 

6 provided in section 505.1 or the deputy administrator 

7 appointed under section 502.601. 

8 Sec. 2. Section 3211.1, Code 1999, is amended by adding 

9 the following new subsection: 

10 i NEW SUBSECTION. 6A. "Record" means information stored or 

11 preserved in any medium, including in an electronic or paper 

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

13 books, publications, accounts, correspondence, memoranda, 

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

15 audio or visual tapes. 

16 Sec. 3. Section 3211.2, subsection 2, Code 1999, is 

17 amended to read as follows:. 

18 2. The issuer of a reimbursement insurance policy shall 

19 not cancel a reimbursement insurance policy unless a written 

20 notice has been received by the ift~ttr8ftee-di~i~ioft 

21 commissioner and by each applicable provider, including 

22 automobile dealers and third-party administrators7-whieh. The 

23 notice shall fix the date of cancellation at a date no earlier 

24 than ten days after receipt of the notice by the ift~ttr8ftee 

25 di~i~ioft commissioner and by the applicable provider. The 

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

27 department receipt of certified or registered mailing shall be 

28 deemed proof of receipt of the notice. 

29 Sec. 4. Section 3211.3, subsection 2, Code 1999, is 

30 amended to read as follows: 

31 2. In addition to any other required filings, 8-~r~e-8ftd 

32 eorree~ an accurate copy of the service contract and the 

33 provider's reimbursement insurance policy, the consent to 

34 service of process on the commissioner, and such other 

35 information as the commissioner requires, shall be filed 
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1 annually with the commissioner no later than the first day of 

2 August. If the first day of August falls on a weekend or a 

3 holiday, the date for filing shall be the next business day. 

4 In addition to the annual filing, the provider shall promptly 

5 file copies of any amended documents if material amendments 

6 have been made in the materials on file with the d±~±s±oft 

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

8 August and sales have occurred during the period when the 

9 provider was in noncompliance with this section, the d±~±s±oft 

10 commissioner shall assess an additional filing fee that is two 

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

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

13 materials filed with the division current and accurate. The 

14 annual filing shall be accompanied by a filing·fee determined 

15 by the commissioner which shall be sufficient to defray the 

16 costs of administering this chapter. 

17 Sec. 5. Section 3211.3, Code 1999, is amended by adding 

18 the following new subsection: 

19 NEW SUBSECTION. 3. a. A motor vehicle service contract 

20 provider shall promptly file the following information with 

21 the insurance commissioner: 

22 (1) A change in the name or ownership of the provider. 

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

24 b. The provider is not required to submit a fee as part of 

25 this filing. 

26 Sec. 6. Section 3211.10, Code 1999, is amended to read as 

27 follows: 

28 3211.10 MISREPRESENTATIONS OF STATE APPROVAL. 

29 T~-±s-Hnlaw£Hl-£o~-a A motor vehicle service contract 

30 provider ~o shall not represent or imply in any manner that 

31 the provider has been sponsored, recommended, or approved or 

32 that the provider's abilities or qualifications have in any 

33 respect been passed upon by the seeH~±~~es-bH~eaH7-~he 

34 ±ftstl~afiee-d±~±s±on7-o~-~he state of Iowa, including the 

35 commissioner, the insurance division, or the division's 
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1 securities bureau. 

2 Sec. 7. Section 3211.11, Code 1999, is amended by adding 

3 the following new subsection: 

4 NEW SUBSECTION. 5A. A motor vehicle service contract 

5 provider shall not repair a motor vehicle covered by a motor 

6 vehicle service contract with any of the following: 

7 a. Used parts, unless the provider receives prior written 

8 authorization by the vehicle owner. 

9 b. Rebuilt parts, unless the parts are rebuilt according 

10 to national standards recognized by the insurance division. 

11 Sec. 8. Section 3211.12, subsection 1, unnumbered 

12 paragraph 1, Code 1999, is amended to read as follows: 

13 A motor vehicle service contract provider shall keep 

14 accurate aeeotln~s7-book~7-and records concerning transactions 

15 regulated under this chapter. 

16 Sec. 9. Section 3211.12, subsection 1, paragraph a, 

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

18 follows: 

19 A motor vehicle service contract provider's aeeOttft~S7 

20 books7-and records shall include all of the following: 

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

22 c, Code 1999, are amended to read as follows: 

23 b. A motor vehicle service contract provider shall retain 

24 all required aeeottn~s7-books7-and records pertaining to a 

25 service contract holder for at least two years after the 

26 specified period of coverage has expired. A provider 

27 discontinuing business in this state shall maintain its 

28 records until the provider furnishes the commissioner 

29 satisfactory proof that the provider has discharged all 

30 obligations to contract holders in this state. 

31 c. Motor vehicle service contract providers shall make all 

32 aeeottn~s7-book~7-and records concerning transactions regulated 

33 under the chapter available to the commissioner for the 

34 purpose of examination. 

35 Sec. 11. Section 3211.14, subsections 1, 2, and 4, Code 
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1 1999, are amended to read as follows: 

2 1. The admi~±~e~aeor-of-eh±~-~hapeer commissioner may take 

3 actions which are necessary or appropriate for the protection 

4 of service contract holders or to-adm±~±~eer for the effective 

5 administration of this chapter. The adm±~±~traeor 

6 commissioner may make private and public investigations and 

7 examinations as the adm±~±~eraeor commissioner deems necessary 

8 to determine whether any person has violated or is about to 

9 violate this chapter or a rule or order adopted or issued 

10 pursuant to this chapter. 

11 2. Por-ehe-pttrpo~e-of In an investigation or proceeding 

12 under this chapter, the adm±~±~eraeor commissioner or any 

13 officer designated by the adm±"±~eraeor commissioner may 

14 administer oaths and affirmations, subpoena witnesses and 

15 compel their attendance, take evidence, and require the 

16 production of book~7-paper~7-~orre~po~de"~e7-memora"da7 

17 a9~eeme~e~7-or-oeher-do~ttme~e~-or records which the 

18 admi~i~traeor commissioner deems relevant or material to an 

19 inquiry, all of which may be enforced in accordance with 

20 chapter 17A. 

21 4. ff-a"-±"ye~e±9ae±O"-proy±de~-rea~o"abie-ey±de"ee Upon 

22 the commissioner's determination that a per~o"-y±oiaeed 

23 provider has engaged, is engaging, or is about to engage in 

24 any act or practice constituting a violation of this chapter 

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

26 may issue a~ a summary order d±reeeed-ae directing the person 

27 to cease and desist from engaging in the act or practice 

28 resulting in the violation or to take other affirmative action 

29 as in the judgment of the_co~~issioner is necessary to comply 

30 with the requirements of this chapter. 

31 a. If a heariEg is not timely requested, the summary order 

32 becomes final by operation of law. The order shall remain 

33 effective from the date of issuance until the date the order 

34 becomes final by operation of law or is overturned by a 

35 presiding officer or court following a request for hearing. A 
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1 person who has been issued a summary order under this 

2 subsection may contest the order by filing a request for a 

3 contested case proceeding as provided in chapter 17A and in 

4 accordance with rules adopted by the commissioner. However, 

5 the person shall have ~t least thir~y days from the date that 

6 the order is issued in order to file the reQuest. Section , 

7 17A.1SA is inapplicable to a summary order issued under this 

8 subsection. 

9 b. A person violating a summary order issued under this 

10 subsection shall be deemed in contempt of that order. The 

11 commissioner may petition the district court t.o enforce the 

12 ordef as cer.!:ified by the commissioner. The district court 

13 shall adjudge the person in contempt of the orde~ if the court 

14 finds after hearing that the person is not in compliance with 

15 the order. The court shall assess a civil penalty against t~~ 

16 person in an amount not less than three thousand dollars but 

17 r~reater than ten thousand dollars per violation, and may 

18 issue further orders as it deems appropriate. 

19 Sec. 12. Section 3211.15, Code 1999, is amended to read as 

20 follows: 

21 3211.15 AUDITS. 

22 The commissioner may examine or cause to be examined the 

23 book~,-p8per~, records,-memor8~e87-or-eoettme~~~ of a motor 

24 vehicle service contract provider for the purpose of verifying 

25 compliance with this chapter. The commissioner may require, 

26 by a subpoena, the attendance of the provider, or the 

27 provider's representative, and any other witness whom the 

28 commissioner deems necessary or expedient, and the production 

29 of book~7-p8per~7 records7-memor8ftd87-or-eoettme~~~ relating in 

30 any manner to compliance with this chapter if a provider or 

31 witness fails or refuses to produce the documents for 

32 examination when requested by the commissioner. 

33 Sec. 13. Section 3211.16, Code 1999, is amended to read as 

34 follows: 

35 3211.16 VIOLATIONS -- PENALTIES. 
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1 1. a. Except as provided in paragraph "b", ~ll of the 

2 following shall apply: 

3 ill A violation of this chapter or a rule adopted pursuant 

4 to this chapter is a violation of section 714.16, subsection 

5 2, paragraph "a". The remedies and penalties provided by 

6 section 714.16, including but not limited to injunctive relief 

7 and civil penalties, apply to violations of this chapter. 

8 (2) A person who willfully and knowingly violates this 

9 chapter or a rule adopted pursuant to this chapter is, upon 

10 conviction, guilty of a class "0" felony. 

11 b. A motor vehicle service contract provider who fails to 

12 file documents and information with the commissioner as 

13 required pursuant to section 3211.3 may be subject to a civil 

14 penalty. The amount of the civil penalty shall not be more 

15 than four hundred dollars plUS two dollars for each motor 

16 vehicle service contract that the person executed prior to 

17 satisfying the filing requirement. However, a person who 

18 fails to file information regarding a change in the provider's 

19 name or the termination of the provider's business as reguired 

20 pursuant to section 3211.3 is subject to a civil penalty of 

21 not more than five hundred dollars. 

22 2. If the commissioner believes that grounds exist for the 

23 criminal prosecuti.on of ~er~oft~-~ttbjee~-~o-~hi~-ehe~~er ~ 

24 motor vehicle service contract provider for ~iole~ioft~-o£ 

25 violating this chapter or any other law of this state, the 

26 commissioner may forward to the attorney general or the county 

27 attorney the grounds for the belief, including all evidence in 

28 the commissioner's possession7-ift-order-~he~-~he-e~~orftey 

29 gefteral-or-~he-eottft~y-e~~orftey-mey-~roeeed-wi~h-~he-me~~er-e~ 

30 for action deemed appropriate by the attorney general or 

31 county attorney. At the request of the attorney general, the 

32 county attorney shall appear and prosecute the action when 

33 brought in the county served by the county attorney. 

34 3.--A-~er~oft-who-will£ttlly-eftd-~ftowiftgly-~iole~e~-~his 

35 ehep~er-or-e-rttle-Bdo~~ed-~tirstteft~-~o-~hi~-ehe~~er-is7-tt~Oft 
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1 eon~ietion7-g~iity-o£-a-e~a~~-llBll-£eionY7 

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

3 Sec. 15. DIRECTIONS TO THE CODE EDITOR. The Code editor 

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

5 and correct internal references as necessary. 

6 DIVISION II 

7 IOWA UNIFORM SECURITIES ACT 

8 Sec. 16. Section 502.304, subsection 1, unnumbered 

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

10 follows: 

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

12 registration or may censure, impose a civil penalty upon, or 

13 bar an applicant, registrant, branch manager, assistant branch 

14 manager, supervisor, or any officer, director, partner, or 

15 person occupying a similar status or performing similar 

16 functions for a registrant. A person barred under this 

17 subsection may be prohibited by the administrator from 

18 employment with a registered broker-dealer or investment 

19 adviser. The administrator may restrict the person barred 

20 from engaging in any activity for which registration is 

21 required. Any action by the administrator under this 

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

23 public interest and it is found that the applicant or 

24 regLstrant or, in the case of a broker-dealer or investment 

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

26 occupying a similar status or performing similar functions, or 

27 a person directly or indirectly controlling the broker-dealer 

28 or investment adviser, or a branch manager, assistant branch 

29 manager, or supervisor: 

30 Sec. 17. Section 502.604, subsection 1, Code Supplement 

31 1999, is amended to read as fOllows: 

32 1. Issue an a summary order directed at the person 

33 requiring the person to cease and desist from engaging in such 

34 act or practice or to take other affirmative action as in the 

35 judgment of the administrator is necessary to comply with the 
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1 requirements of this chapter. 

2 a. If a he?ring is not timely reques~ed, the ~ummary order 

3 becomes final by operation of law. The order shall remain 

4 effective from the date of issuance until the date the order 

5 becomes final by operation of law or is overturned by a 

6 presiding officer or court follo~ing a request fQr hearing. A 

7 person who has been issued a summary order under this 

8 subsection may contest the ~rder by filing a request for a 

9 contested case proceeding as provided in chapter 17A and in 

10 accordance with rules adopted by the administrator. However, 

11 the person shall have at least thirty days from the date that 

12 the order is issued in order to file the request. Section 

13 17A.18A is inapplicable to a summary order issued under this 

14 subsection. 

15 b. A person violating a summary order issued under this 

16 subsection shall be deemed in contempt of that order. The 

17 administrator may petition the district court to enforce the 

18 order as certified by the administrator. The district court 

19 shall adjudge the~on in contempt of the order, if the 

20 court finds after hearing that the person is not in compliance 

21 with the order. The court shall assess a civil penalty 

22 against the person in an amount not less than three thousand 

23 dollars but not greater than ten thousand dollars per 

24 violation, and may issue further orders as it deems 

25 appropriate. 

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

27 amended to read as follows: 

28 1. a. Afty Except as provided in paragraph "hll, a persori 

29 who willfully and knowingly violates any provision of this 

30 chapter, or any rule or order under this chapter, ~ftall-be is 

31 guilty of a class "D" felony. 

32 b. A person who willfully and knowingly violates section 

33 502.401, 502.402, or 502.403, or section 502.408, subsection 1 

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

35 guilty of a class "e" felony. 
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1 Sec. 19. Section 502.609, subsection 1, unnumbered 

2 paragraph 1, Code 1999, is amended to read as follows: 

3 Every applicant for registration under this chapter, and 

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

5 unless exempt under section 502.202 or 502.203 and the 

6 administrator by rule or order waives the filing, shall file 

7 with the administrator, in such form as the administrator by 

8 rule prescribes, an irrevocable consent appointing the 

9 administrator or the administrator's successor in office to be 

10 such person's attorney to receive service of any lawful 

11 process in any noncriminal suit, action or proceeding against 

12 such person or the successor, executor or administrator of 

13 such person which arises under this chapter or any rule or 

14 order hereunder after the consent has been filed, with the 

15 same validity as if served personally on the person filing the 

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

17 filed a consent in connection with a previous registration or 

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

19 leaving a copy of the process in the office of the 

20 administrator, but it is not effective unless the plaintiff, 

21 including the administrator when acting as such, does the 

22 following: 

23 DIVISION III 

24 BUSINESS OPPORTUNITY PROMOTIONS 

25 Sec. 20. Section 523B.l, Code Supplement 1999, is amended 

26 by adding the following new subsection: 

27 NEW SUBSECTION. lOA. "Record" means the same as defined 

28 in section 3211.1. 

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

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

31 follows: 

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

33 trade commission rule eft~±~!ed-ll9±~e!o~tlre relating to 

34 disclosure requirements and prohibitions concerning 

35 franchising and business opportunity ventures ll , as adopted by 
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1 rule of the administrator in accordance with 16 C.F.R. S 436 

2 ti9~9t. ~h~-adrn±ni~t~a~o~-may-by-~tlt~-adop~-any-am~ndmene-~o 

3 ~h~-digelo~ti~e-doetifflen~-~r~pared-ptir~tian~-~o-±6-e~p·.R~-§-436 

4 tx9~9t-~hae-h6s-be~n-adop~ed-by-~he-£~d~ra±-~~ade-eommi~8ion~ 

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

6 1999, is amended by adding the following new paragraph: 

7 NEW PARAGRAPH. c. The seller shall disclose to the 

8 administrator in the disclosure document or otherwise any 

9 sales or offers made in this state prior to registration. 

10 Sec. 23. Section 523B.2, subsection 4, Code Supplement 

11 1999, is amended to read as follows: 

12 4. EFFECTIVE DATE. A registration automatically becomes 

13 effective upon the expiration of the £i£~e~n~h thirtieth full 

14 business day after the complete filing is received by the 

15 administrator, provided that no an order has not been issued 

16 or ~ proceeding is not pending under subsection 10. The 

17 administrator may by order waive or reduce the time period 

18 prior to effectiveness, provided that a complete filing has 

19 been made. The administrator may by order defer the effective 

20 date until the expiration of the £i£~~~neh thirtieth full 

21 business day after the filing of an amendment with the 

22 administrator. 

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

24 Supplement 1999, is amended by adding the following new 

25 subparagraph: 

26 NEW SUBPARAGRAPH. (8) The rights and responsibilities of 

27 the parties regarding the marketing of a business opportunity, 

28 including but not limited to all of the following: 

29 (a) Whether the seller assigns the purchaser a territory 

30 In which to sell a business opportunity. 

31 (b) Whether the seller assists the purchaser in finding 

32 locations in which to sell a business opportunity. 

33 (c) Whether the purchaser is solely responsible for 

34 marketing a business opportunity. 

35 Sec. 25. Section 523B.8, subsection 1, Code 1999, is 
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1 amended to read as follows: 

2 1. a. I£-i~-8~~ear~-~o-~he-adm±n±~~r8~or Upon the 

3 administrator's determination that a person has engaged, is 

4 engaging, or is about to engage in any act or practice 

5 constituting a violation of this chapter or a rule or order 

6 adopted or issued under this chapter, the administrator may 

7 issue an a summary order d±reeted-a~ directing the person 

8 reqtl±r±n9-~he-per~on to cease and desist from engaging in the 

9 act or practice or to take other affirmative action as in the 

10 judgment of the administrator is necessary to comply w~th the 

11 reguirements of this chapter. 

12 b. ~he If a hearing is not timely requested, the summary 

13 order becomes final by operation of law. The order shall 

14 remain effective from the date of issuance until the date the 

15 order becomes final by operation of law or is overturned by a 

16 presiding officer or court following a reguest for hearing. A 

17 person named-±n-~he-order-maY7-wi~h±n-£otlr~een-d8y~-o£-~he 

18 da~e-o£-~he-order7-£±ie-a-wr±~~en who has been issued a 

19 summary order under this subsection may contest it by filing a 

20 request for a hear±ft9.--~he-hear±n9-~haii-be-heid-±n 

21 aeeordanee-w±~h contested case proceeding as provided in 

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

23 administrator. However, the person shall have at least thirty 

24 days from the date that the order is issued in order to file 

25 the request. Section 17A.lBA is inapplicable to_a summary 

26 order issued under this subsection. 

27 c. A person violating a summary order issued under this 

28 subsection shall be deemed in contempt of that order. The 

29 administrator may petition the district court to enforce the 

30 order as certified by the administrator. The district court 

31 shall adjudge the person in contempt of the order if the court 

32 finds after hearing that the person is not in compliance with 

33 the order. The court shall assess a civil penalty against the 

34 person in an amount not less than three thousand dollars but 

35 not greater than ten thousand dollars per violation, and may 
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1 issue further orders as it deems appropriate. 

2 Any ~ consent agreement between the administrator and the 

3 seller may be filed in the miscellaneous docket of the clerk 

4 of the district court. 

S Sec. 26. Section 523B.8, subsection 2, paragraph b, Code 

6 1999, is amended to read as follows: 

7 b. For the purpose of an investigation or proceeding under 

8 this chapter, the administrator or an officer designated by 

9 the administrator may administer oaths and affirmations, 

10 subpoena witnesses, compel the attendance of witnesses, take 

11 evidence and require the production of books,-pap~rs, 

12 eorr~~pond~nee,-m~moranda,-a9r~~m~n~~,-or-o~h~r-doettm~n~~-or 

13 records which the administrator deems relevant or material to 

14 the inquiry. 

15 DIVISION IV 

16 RESIDENTIAL SERVICE CONTRACTS 

17 Sec. 27. Section 22.7, Code Supplement 1999, ,is amended by 

18 adding the following new subsection: 
. . , 

19 NEW SUBSECTION. 39. Informatlon obtalned by the 

20 commissioner of insurance in the course of an investigation as 

21 provided in section 502.603, 523B.8, or 523C.23. 

22 Sec. 28. Section 523C.l, Code 1999, is amended by adding 

23 the following new subsection: 

24 NEW SUBSECTION. 6A. "Record" means the same as defined in 

25 section 3211.1. 

26 Sec. 29. Section 523C.7, subsection 4, Code 1999, is 

27 amended to read as follows: 

28 4. To the extent necessary to administer the provisions of 

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

30 institute a residential service contract form approval or form 

31 review fee as-~he-eommi~~ion~r-~hatt-by. If the commissioner 

32 establishes a fee, the amount of the fee shall be set by rule 

33 ~~~ adopted pursuant to chapter 17A. The fee,-if-imposed, may 

34 be by dollar amount or based upon a percentage of the sale 

35 value of the contract. However, the fee shall not exceed 
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1 fifty thousand dollars. 

2 Sec. 30. Section 523C.19, Code 1999, is amended to read as 

3 follows: 

4 523C.19 CEASE AND DESIST ORDERS. 

5 1. Tf-an-inve~~igaeion-~~o~ide~-~ea~onah~e-e~idenee Upon 

6 the commissioner's determination that a person ~io±aeed-any 

7 ~ro~±s±on has engaged, is engaging, or is about to engage in 

8 any act or practice constituting a violation of this chapter 

9 or any rule adopted pursuant to this chapter, the commissioner 

10 may issue an order direeeed-ae directing the person to cease 

11 and desist from engaging in the act or practice resulting in 

12 the violation or to take other affirmative action as in the 

13 judgment of the commissioner is necessary to comply with the 

14 requirements of this chapter. 

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

16 becomes final by operation of law. The order shall remain 

17 effective from the date of issuance until the date the order 

18 becomes final by operation of law or is overturned by a 

19 presiding officer or court following a request for hearing. A 

20 person who has been issued a summary order under this section 

21 may contest it by filing a request for a contested case 

22 proceeding as provided in chapter 17A and in accordance with 

23 rules adopted by the commissioner. However, the person shall 

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

25 issued in order to file the request. Section 17A.18A is 

26 inapplicable to a summary order issued under this subsection. 

27 3. A person violating a summary order issued under this 

28 subsection shall be deemed in conte~t of that order. The 

29 commissioner may petition the district court to enforce the 

30 order as certified by the commissioner. The district court 

31 shall adjudge the person in contempt of the order if the court 

32 finds after hearing that the person is not in compliance with 

33 the order. The court shall assess a civil penalty against the 

34 person in an amount not less than three thousand dollars but 

35 not greater than ten thousand dollars per violation, and m~ 
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1 issue further orders as it deems appropriate. 

2 Sec. 31. NEW SECTION. 523C.23 INVESTIGATIONS AND 

3 SUBPOENAS. 

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

5 conduct a public or private investigation in order to do any 

6 of the following: 

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

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

9 this chapter. 

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

11 prescribing of rules and forms under this chapter. 

12 b. In carrying out this subsection, the commissioner may 

13 do all of the following: 

14 (1) Conduct the investigation within or outside of this 

15 state. 

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

17 writing regarding the facts or circumstances concerning a 

18 matter to be investigated. The commissioner may require that 

19 the statement be made under oath. 

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

21 order requiring a person's appearance before the commissioner 

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

23 produce documentary evidence germane to the subject of the 

24 investigation. The failure to obey an order under this 

25 subsection constitutes contempt of court. 

26 c. Information obtained in the course of an investigation 

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

28 determination that disclosure of the information is necessary 

29 or appropriate in the public interest or for the protection of 

30 consumers, the commissioner may do any of the following: 

31 (1) Share information obtained during the course of the 

32 investigation with another regulatory authority or government 

33 agency. 

34 (2) Publish information obtained during the course of the 

35 investigation which concerns a violation of this chapter or a 
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1 rule or order under this chapter. 

2 2. Except as provided in section 523C.19, a proceeding 

3 instituted under this chapter shall be conducted pursuant to 

4 chapter l7A and rules adopted by the commissioner pursuant to 

5 chapter 17A. 

6 3. In an investigation or proceeding conducted under this 

7 chapter, the commissioner or any designee of the commissioner 

8 may administer oaths and affirmations, subpoena witnesses, 

9 compel their attendance, take evidence, and require the 

10 production of any records which the commissioner deems 

11 relevant or material to the inquiry. 

12 4. A person is not excused from attending and testifying 

13 or from producing a document or record before the commissioner 

14 or in obedience to a subpoena of the commissioner or an 

15 officer designated by the commissioner, or in a proceeding 

16 instituted by the commissioner, on the grounds that the 

17 testimony or evidence, documentary or otherwise, required of 

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

19 penalty or forfeiture. However, a person shall not be 

20 prosecuted or subjected to any penalty or forfeiture due to a 

21 transaction or matter about which the person is compelled, 

22 after claiming privilege against self-incrimination, to 

23 testify or produce evidence, documentary or otherwise. The 

24 person testifying, however, is not exempt from prosecution and 

25 punishment for perjury or contempt committed while testifying. 

26 DIVISION V 

27 RETIREMENT CARE CONTRACTS 

28 Sec. 32. Section 523D.13, Code 1999, is amended to read as 

29 follows: 

30 523D.13 COMPLIANCE ORDERS. 

31 1. Upon the commissioner's determination that a provider 

32 ha~-~±oia~ed-a-pro~±~±oft has engaged, is engaging, or is about 

33 to engage in any act or practice constituting a violation of 

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

35 commissioner may issue aft a summary order ~eqH±r±ft9-a 
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1 directing the provider to cease and desist from 8ft-~ft18W£~1 

2 engaging in the act or practice resulting in the violation or 

3 to take other affirmative action as in the judgment of the 

4 commissioner is necessary to comply with the requirements of 

5 this chapter. 

6 ' 2. ~he-pe~~oft-ft~meo-±ft-~he-o~oe~-m~Y7-w±~h±ft-£o~~~eeft-o~y~ 

7 ~£te~-~eee±pt-o£-the-o~de~7-£±le-~-w~±tteft-~eq~est-£o~-~ 

8 he~~±ft9.--~he-he~~±ft9-sh611-be-helo-±ft-~eeo~d8ftee-w±th-eh6pte~ 

9 11A.--f£-~-he6~±ft9-±S-ftOt-~eq~esteo7-the-o~oe~-~h~11-beeome 

10 pe~m~fteftt. If a hearing is not timely requested, the summary 

11 order becomes final by operation of law. The order shall 

12 remain effective from the date of issuance until the date the 

13 order becomes final by operation of law or is overturned by a 

14 presiding officer or court following a request for hearing. A 

15 person who has been issued a summary order under this section 

16 may contest it by filing a request for a contested case 

proceeding as provided in chapter 17A and in accordance with 

rules adopted by the commissioner. However, the person shall 

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

20 issued in order to file the request. Section l7A.18A is 

21 inapplicable to a summary order issued under this section. 

22 3. A person violating a summary order issued under this 

23 section shall be deemed in contempt of that order. The 

24 commissioner may petition the district court to enforce the 

25 order as certified by the commissioner. The district court 

26 shall adjudge the person in contempt of the order if the court 

27 finds after hearing that the person is not in compliance with 

28 the order. The court shall assess a civil penalty against the 

29 person in an amount not less than three thousand dollars but 

30 not greater than ten thousand dollars per violation, and may 

31 issue further orders as it deems appropriate. 

32 DIVISION VI 

33 PROBATE TRANSFER ON DEATH 

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

5 amended to read as follows: 

-16-



S.F. J33" H.F. 

1 6. "Security" means a security as defined in section 

2 502.102. For purposes of this chapter, "security" includes, 

3 but is not limited to, a certificated security, an 

4 uncertificated security, and a security account. 

5 EXPLANATION 

6 This bill amends a number of provisions relating to the 

7 entities and subject matter under the regulatory authority of 

8 the insurance division of the department of commerce, 

9 including motor vehicle service contracts under Code chapter 

10 3211, securities (the Iowa "Blue Sky Law") under Code chapter 

11 502, business opportunities and promotions under Code chapter 

12 523B, residential service contracts under Code chapter 523C, 

13 retirement facilities under Code chapter 5230, and securities 

14 transfer on death probate provisions under Code chapter 633. 

15 A number of provisions contain similar language. 

16 DIVISION I 

17 MOTOR VEHICLE SERVICE CONTRACTS 

18 The bill amends provisions in Code section 3211.1, which 

19 provides for the chapter's definitions. It amends the 

20 definition of "commissioner" to include the commissioner's 

21 deputy for purposes of administering the Code chapter. The 

22 bill repeals Code section 3211.9, which provided 

23 administrative authority to the deputy. The bill replaces 

24 references in the chapter to "insurance division" to 

25 "commissioner" for purposes of consistency. The bill adds a 

26 definition of "record" to mean information stored or preserved 

27 in any medium. Provisions throughout the chapter refer to the 

28 commissioner's authority to examine records and documents. 

29 The references appear inconsistent, either mentioning records 

30 as some separate item (see Code section 3211.12 referring to 

31 "accounts, books, and records") or referring to records 

32 without any other reference (see the second occurrence in Code 

33 section 321I.12(1)(b». The bill replaces these references 

34 with the term "records" as defined in the bill. 

35 The bill amends Code section 3211.3 to provide that a motor 

-17-



S.F. H.F. 

1 vehicle service contract provider must file certain provider 

2 information with the commissioner. The bill provides that a 

3 fee is not required as part of the filing. 

4 The bill amends Code section 3211.11 to provide that a 

5 provider cannot repair a motor vehicle covered by a contract 

6 with used parts, unless the vehicle owner is notified prior to 

7 the repair. The bill also provides that any rebuilt parts 

8 used in repair of vehicles covered by service contracts be 

9 rebuilt by a manufacturer according to nationally recognized 

10 standards. 

11 The bill amends Code section 3211.14, which provides for 

12 investigations and administrative actions taken by the 

13 commissioner against providers. The bill sets out procedural 

14 requirements by persons who contest an order issued by the 

15 commissioner. The bill provides for the assessment of civil 

16 penalties for violations of an order issued pursuant to the 

17 section. 

18 l The bill amends Code section 3211.16, which provides for 

19 penalties. The bill restructures the provision in order to 

20 enhance readability. For example, it moves a provision which 

21 provides that a violation of the chapter is a class "0" 

22 felony. It also provides that a provider who fails to file 

23 documents as required in the bill is subject to a civil 

24 penalty equal to $400 plus $2 for each contract that the 

25 provider executes prior to satisfying the filing requirement. 

26 The bill directs the Iowa Code editor to transfer the Code 

27 chapter to a place closer to other chapters under the 

28 jurisdiction of the insurance division. 

29 

30 

DIVISION II 

IOWA UNIFORM SECURITIES ACT 

31 The bill amends provisions in Iowa's "Blue Sky Law" 

32 administered by the commissioner of insurance or the 

33 commissioner's deputy (referred to as the "administrator"). 

34 The bill provides that the commissioner may deny, suspend, 

35 or revoke a registration or discipline a branch manager, 
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1 assistant branch manager, or supervisor in the same manner 

2 that the commissioner may take action against an applicant or 

3 registrant. 

4 The bill also amends Code section 502.604, which authorizes 

5 the commissioner to investigate and take disciplinary action 

6 against perso~s regulated under the chapter. The bill makes 

7 the same changes as it did in Code section 3211.14 regulating 

8 motor vehicle service contracts. The bill provides procedural 

9 requirements by persons who contest an order issued by the 

10 administrator. The bill provides for the assessment of civil 

11 penalties for violations of an order issued pursuant to the 

12 section. 

13 Code section 502.605 provides that a person violating the 

14 chapter is guilty of a class "0" felony. This bill provides 

15 that a person committing fraudulent conduct involving investor 

16 losses in excess of $10,000 is guilty of a class "C" felony, 

17 which is similar to the criminal penalty for theft pursuant to 

18 Code section 714.2 and fraudulent practice in the first degree 

19 pursuant to Code section 714.9. 

20 The bill amends Code section 502.609, which requires that 

21 an issuer must file an irrevocable consent appointing the 

22 commissioner as the issuer's attorney to receive service in 

23 civil actions. The bill exempts certain persons from this 

24 requirement if the exemption is validated by rule or order of 

25 the administrator, including persons who issue exempt 

26 securities. 

27 DIVISION III 

28 BUSINESS OPPORTUNITY PROMOTIONS 

29 The bill amends Code chapter 523B which regulates sellers 

30 of business opportunity promotions by the commissioner or 

31 deputy (referred to as the "administrator" under the chapter). 

32 A business opportunity is the offer for the sale of products 

33 and equipment. 

34 The bill amends Code section 523B.l, which provides 

35 definitions for the chapter. Specifically, the bill defines 
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1 the term "record" in the same way in which the bill defines 

2 the term under Code section 321I.l regulating motor vehicle 

3 service contracts. Similarly, the bill strikes references to 

4 "books, papers, correspondence, memoranda, agreements, or 

5 other documents or records" in the chapter. 

6 The bill amends Code section 523B.2, which provides for the 

7 disclosure of documents prepared pursuant to federal 

8 regulations. The bill eliminates language which refers to a 

9 specific date that the regulation was adopted and states that 

10 the commissioner must adopt rules providing for enforcement 

11 under the most recent federal regulation. 

12 The bill further amends Code section 523B.2, which provides 

13 registration requirements. The Code section requires 

14 disclosure of documents to the commissioner as part of a 

15 registration process. The bill provides that a seller must 

16 disclose sales or offers made in this state prior to 

17 registration. The Code section provides that a registration 

18 automatically becomes effective upon the expiration of the 

19 fifteenth business day after the filing has been received by 

20 the commissioner. The bill increases that period to the 

21 thirtieth business day. The Code section provides that a 

22 contract offered under the section must include a number of 

23 items. The bill adds to those required items, by stating that 

24 it must include the rights and responsibilities of the parties 

25 regarding the marketing of a business opportunity. 

26 The bill amends Code section 523B.8, which provides for 

27 investigating or taking disciplinary action against persons 

28 regulated under the chapter. The bill makes the same changes 

29 as it did in Code section 3211.14 regulating motor vehicle 

30 service contracts and Code section 502.604 regulating 

31 securities. The bill provides procedural requirements by 

32 persons who contest an order issued by the administrator. The 

33 bill provides for the assessment of civil penalties for 

34 violations of an order issued pursuant to the section. 

35 DIVISION IV 
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1 RESIDENTIAL SERVICE CONTRACTS 

2 The bill amends provisions in Code chapter 523C, which 

3 regulates residential service contracts executed between a 

4 residential owner and a company for the repair, maintenance, 

5 or replacement of paLts of the residence. 

6 The bill amends Code section 523C.l, which provides 

7 definitions for the chapter. Specifically, it defines the 

8 term "record" in the same way in which the bill defines the 

9 term under Code section 3211.1 regulating motor vehicle 

10 service contracts and Code section 523B.l regulating business 

11 opportunity promotions. 

12 The bill amends Code section 523C.7, which provides that 

13 the administrator may institute a residential service contract 

14 form approval or form review fee. The bill provides that the 

15 fee cannot exceed $50,000. 

16 The bill amends Code section 523C.l9, which provides for 

17 investigating or taking disciplinary action against persons 

18 regulated under the chapter. The bill makes the same changes 

19 as it did in Code section 3211.14 regulating motor vehicle 

20 service contracts, Code section 502.604 regulating securities, 

21 and Code section 523B.8 regulating business opportunity 

22 promotions. The bill provides procedural requirements by 

23 persons who contest an order issued by the commissioner. The 

24 bill provides for the assessment of civil penalties for 

25 violations of an order issued pursuant to the section. 

26 The bill creates a new provision, designated as Code 

27 section 523C.23, which provides for investigations and 

28 subpoenas. It authorizes the commissioner to conduct public 

29 or private investigations and issue subpoenas. The section is 

30 based on similar provisions in Code section 502.603. 

31 Information obtained in the course of the investigation is 

32 confidential. 

33 DIVISION V 

34 RETIREMENT CARE CONTRACTS 

35 The bill amends Code chapter 5230, which provides for the 
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1 regulation of contracts to provide care to persons in a 

2 retirement facility. 

3 The bill amends Code section 523D.13, which provides for 

4 investigating or taking disciplinary action against persons 

5 regulated under the chapter. The bill makes the same changes 

6 as it did in Code section 3211.14 regulating motor vehicle 

7 service contracts, Code section 502.604 regulating securities, 

8 and Code section 523B.8 regulating business opportunity 

9 promotions. The bill provides procedural requirements by 

10 persons who contest an order issued by the commissioner. The 

11 bill provides for the assessment of civil penalties for 

12 violations of an order issued pursuant to the section. 

13 DIVISION VI 

14 PROBATE TRANSFER ON DEATH 

15 This bill amends Code chapter 633, which is the "Iowa 

16 Probate Code". Specifically it amends provisions enacted by 

17 the general assembly in 1997 referred to as the "Uniform 

18 Transfer on Death Security Registration Act". The bill amends 

19 the term "security" to include a certificated security, an 

20 uncertificated security, and a security account. 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 2336 
S-5067 

1 Amend Senate File 2336 as follows: 
2 1. Page 12, by inserting after line 14 the 
3 following: 
4 "DIVISION 
5 MANAGED HEALTH CARE 
6 Sec. NEW SECTION. S14L.l LIABILITY OF A 
7 MANAGED CARE HEALTH PLAN OR HEALTH MAINTENANCE 
8 ORGANIZATION. 
9 1. For purposes of this section, unless the 

10 context otherwise requires: 
11 a. "Managed care health plan" means a health 
12 benefit plan that selects and contracts with health 
13 care providers; manages and coordinates health care 
14 delivery; monitors necessity, appropriateness, and 
IS quality of health care delivered by health care 
16 providers: and performs utilization review and cost 
17 control. 
18 b. "Health maintenance organization" means a 
19 health maintenance organization as defined in section 
20 Sl4B.l, subsection 6. 
21 2. a. A managed care health plan or health 
22 maintenance organization shall exercise ordinary care 
23 when making health care treatment decisions and is 
24 liable for damages for harm to an insured or enrollee 
25 proximately caused by its failure to exercise ordinary 
26 care. An insured or enrollee may bring an action 
27 against a managed care health plan or health 
28 maintenance organization for a breach of the duty to 
29 exercise ordinary care. 
30 For purposes of this section, a managed care health 
31 plan or health maintenance organization includes an 
32 employee, agent, or other person acting on behalf of 
33 the managed care health plan or health maintenance 
34 organization. 
35 b. In any action brought under this section 
36 against a managed care health plan or health 
37 maintenance organization, the managed care health plan 
38 or health maintenance organization may assert as a 
39 defense either of the following: 
40 (1) The managed care health plan or health 
41 maintenance organization did not control, influence, 
42 or participate in the health care treatment decision. 
43 (2) The managed care health plan or health 
44 maintenance organization did not deny or delay payment 
4S for any treatment prescribed or recommended by a 
46 health care provider. 
47 c. This section does not create a duty on the part 
48 of the managed care health plan or health maintenance 
49 organization to provide treatment which is not covered 
50 by the health care plan of the managed care health 
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1 plan or health maintenance organization. 
2 d. In an action against a managed care health plan 
3 or healt~ maintenance organization, a finding that a 
4 physician or other health care provider is an 
5 employee, agent, or representative of such managed 
6 care health plan or health maintenance organization 
7 shall not be based solely on proof that such person's 
8 name appears in a listing of approved health care 
9 providers made available to insureds or enrollees." 

By JOHNIE HAMMOND 

S-5067 FILED MARCH 6, 2000 
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