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Approved 

A BILL FOR 
Act relating to a life insurance company's investment of 

funds for legal reserve purposes. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOI'/'A: 

cpo-, t 19\ 12./7'2. 



1 Section 1. Section 508.6, Code 1981, is amended to read 

2 as follows: 
3 508.6 DEPOSIT OF SECURITIES--CERTIFICATE. Such securities 

4 shall be deposited with the commissioner of insurance aRs 

5 Wfieft-SHeR or at such places as the commissioner may designate. 

6 When the deposit is made and evidence furnished, by affidavit 

7 or otherwise, satisfactory to the commissioner, that the 

8 capital stock is all fully paid and the company possessed 

9 of the surplus required and that the company is the actual 

10 and unqualified owner of the securities representing the paid-

11 up capital stock or other funds of the company, and all laws 

12 have been complied with, fie the commissioner shall issue £e 
13 SHeR the company the certificate ReFe~ftaf£e~ provided for 

14 in this chapter. 
15 Sec. 2. Section 511.8, subsection 14, Code 1981, is amended 

16 to read as follows: 

17 14. URBAN REAL ESTATE AND PERSONAL PROPERTY. Personal 

18 or real property or both ~eFSep.a~-eF-Fea~-~~e~eF£Y located 

19 within the United states or the Dominion of Canada, other 

20 than real property used or to be used primarily for 

21 agricultural, horticultural, ranching or mining purposes, 

22 which produces income or which by suitable improvement will 

23 produce income7-pFev~8ea,-ReweVeF7-£fta£. 

24 property acquired under £fte-~FeV~s~eRs-ef 

However, personal 

this subsection 

25 ~e shall be acquired for the purpose of entering into a 

26 contract for the sale or for a use £ReEeef under which the 

27 contractual payments may reasonably be expected to result 

28 in ~~e recovery of the investment and an investment return 

29 within the anticipated useful life of the property. Legal 

30 title to s~efi the real property may be acquired subject to 

31 a contract of sale. :FRe-£ec!"R\-l1~ea± "Real property" as used 
32 in t~is subsection 8ka~~-ifte~~~e includes a leasehold of real 

33 estate, ':;fl undivided interest in a leasehold of re~l estate, 

34 and an undivided interest in the fee title of real estate. 

35 I nves tIilen'cs n!a6.e-i:R-aeeefaaRee- ... ~l:.k-£fie-l'lE6",4:e::'<3"'S -sf 'J.!lder 
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1 this sUbsection 8ftd*± are not ae eligible in excess of ter. 

2 percent of the legal reserve. 

3 Sec, 3. Section 511.8, subsection 16, unnumbered paragraph 

4 1. Code 1981, is amended to read as follows: 
5 Securi ties in an amount no-t less than the legal reserve 

6 as defined in this section shall be deposited and s~eR ~~e 
7 deposit maintained with the commissioner of insurance,-aRa 
8 it-Ska±i-ae-t~e-a~tY-6f-Ehe-ee~~ss~eHe~-te-aesi~Hete-SHeft 

9 ~±aees-fsF-tfie-kee~iH~-6f-saia-ae~es~ts or at such places 
10 as the commissioner may designate as will properly safeguard 
11 tHe-same them. There may be included in the deposit an amount 
12 of cash on hand not in excess of five percent of the deposit 
13 required, SHea that deposit to be evidenced by a certified 

14 check, certificate of depositL or other evidence satisfactory 

15 to the commissioner of insurance. Deposits of securities 
16 may be made in excess of the amounts required Ae~eBY by this 
17 section. He ~ stock company organized under the laws of this 
18 state shall not be required to make B~eh ~ deposit until the 
19 legal reserve, as ascertained by the commissioner, exceeds 

20 the amount deposited by it as capital. Real estate may be 
21 made a part of the deposit by furnishing evidence of ownership 

22 satisfactory to the commissioner and by conveying the real 
23 estate to the commissioner or B~8 the commissioner's successors 

24 in office by warranty deed,-sa~a-~@d~-eB£ate-~B-Be-Re~a-ay 
25 ~e. The commissioner and R~S the successors in office shall 
26 hold the real estate in trust for the benefit of the 
27 policyholders of the company or members of the association. 
28 Real estate mortgage loans and policy loans may be made a 
29 part of the deposit by filing a verified statement of the 

30 loans with the commissioner, which statement sRa~i-Be ~s 
31 subject to 

32 Sec. 4. 

check at the discretion of the commissioner. 
Section 511.8, subsection 18, Code 1981, is amended 

33 by striking the section and inserting in lieu thereof the 

34 following: 
35 18. COMMON STOCKS OR SHARES. 
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1 a. Common stocks or shares issued by solvent corporations 

2 or institutions are eligible if the total investment in stocks 

3 or shares in the corporations or institutions does not exceed 

4 ten percent of legal reserve provided not more than one-half 

5 percent of the legal reserve is invested in stocks or shares 

6 of anyone corporation. However, the stocks or shares shall 
7 be listed or admitted to trading on a securities exchange 

8 ln the United States or shall be publicly held and traded 

9 in the "over-the-counter market" and market quotations shall 

10 be readily available, and further, the invesL~ent shall not 

11 create a conflict of interest for an officer or director of 

12 the company between the insurance company and the corporation 

13 whose stocks or shares are purchased. 

14 b. Common stocks or shares in a subsidiary corporation, 

15 the acquisition or purchase of which is authorized by section 

16 508.33 are eligible if the total investment in these stocks 

17 or shares does not exceed five percent of the legal reserve. 

18 These stocks or shares are eligible even if the stocks or 

19 shares are not listed or admitted to trading on a securities 

20 exchange in the United States and are not publicly held and 

21 have not been traded in the "over-the-counter market". The 

22 stocks or shares shall be valued at their book value. 

23 Sec. 5. Section 511.8, Code 1981, is amended by adding 

24 the following new subsection: 

25 NEW SUBSECTION. Use of custodian banks, clearing 

26 corporations and the federal reserve book-entry system. 

27 a. As used in this subsection: 

28 (1) "Clearing corporation" means a corporation as defined 

29 in section 554.8102, SUbsection 3. 

30 (2) "Custodian bank" means a federal or state bank or 

31 trust company re~!lated under the Iowa banking laws or the 

32 federal reserve system, which maintains an account in its 

33 name in a clearing corporation and acts as custodian of 

34 securities owned by a domestic insurer. 

35 (3) "Federal reserve book-entry system" means the 

-3-



, 
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1 computerized system sponsored by t.l-)e United states depa!'t.'flent 
2 of the tre~sury and certain agencies and :nstrumentalities 

3 of the United States for holding and transferring securities 

4 of the United States goverp~ent and its agencies and 

5 instrumentalities, in the federal reserve banks through 

6 national banks, state banks, or trust companies, which either 

7 are mern.':>ers of the federal reserve system or otherwise have 

8 access to the computerized systems. 

9 b. securities deposited by a domestic insurance company 
10 with a custodian bank, or redeposited by a custodian bank 

11 with a clearing corporation, or held in the federal reserve 

12 book-entry system may be used to meet the deposit requirements 

13 of subsection 16. The commissioner shall adopt rules necessary 
14 to implement this section which: 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

(1) Establish guidelines on which the commissioner deter

mines whether a custodian bank qualifies as a bank in \~hich 

secuTlties owned by an insurer may be deposited for the purpose 

of satisfying the requirements of subsection 16. 

(2) Designate those clearing corporations in which 

securities owned by insurers may be deposited. 

(3) Set forth provisions that custodian agreements executed 

between custodian banks and insurers shall contain. These 

shall include provisions stating that minimum deposit levels 

shall be maintained and that the parties agree securities 

in deposits with custodian banks shall vest in the state in 

accordance with sections 508.17 and 508.18 whenevel- proceedings 

under those sections are instituted. 
(4) Establish other safeguards applicable to the use of 

custodian banks and clearing corporations by insurers which 
the commissioner believes necessary to protect the 

policyholders of the insurers. 
c. A security owned by a domestic insurer and deposited 

33 

34 

ll1 a custodian bank or clearing corporation does not qualify 

for purposes of its legal reserve deposit unless the custodian 

35 bank and clearing corporation are approved by the commissioner 
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s. F. 22 :12 H. F. 

1 for that purpose. 

2 EXPLANATION 

3 This bill makes certain changes in the life insurance 

4 investment provisions of section 511.8. Section 2 expressly 

5 allows a life insurance company to hold an undivided interest 

6 in the fee title or an undivided interest in a leasehold in 
7 real es·tate 

8 2. company's 

for legal reserve purposes. 

investmer,t in stock of its 

even if t.he 

Section 4 allows 

subsidiaries to ~ualify 
stock is neither 9 for legal reserve purposes 

10 publicly held nor traded. These investments qualify only 

11 to the extent of five percent of the company's legal reserve. 

12 section 5 allows a life insurance company to USEo systems which 

13 do no~ require physical delivery of security certificates 

14 for holding and transferring securities. sections 1 and 3 

15 provide that the commissioner of insurance may designate 

16 places, other than with the commissioner, where securities 

17 may be deposited. The bill takes effect July 1 following 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

its enactment. 
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AN ACT 

RSLAT Il;C TO A LI f'l:; I NSURJo.NCE C"JMPAl-IY' S 1 !lVESTMENT cr FUNDS 

FOR LE'';AL RF.SF.RV~ PURPOSlS, 

BE IT ENACT::LJ B'!, THF. GENt:RAL ASSEHBLY m' THE STATE or lOWJ..: 

Section 1. Section 508 6, Cede 1981, is aucnded to read 

aft follo ..... !:.: 

~O~"6 DEPOSIT OF SRCUHITIES--n;lU!F~CA11-:, Such securities 

!ihal~ ~e deposited with t~le ccmrni!:;sloner of lnliurance tlRI!I 

."kttft-El\lek QS----.!Ls_-:l::t! () 1 <1C.~~~_t:!.!~"".fprnn ~ !;l"~ 1 on(>.:.!~~~f:>~t:,e~:.. 
~~g.!! the dep0f..it l8 madlP." <l!"ld evidence fUl'JliGhed, by hffidavil 

or other·,."ise, s6ttisfdCtOl"Y to the conu-.i,fisioner, t.hat t..ht· 

c6pi t.C!: !>toc\.;. i5 a 11 full y paid &nd the corrpuny posseBsed 

of t.he 3urp~us rcquirt'!d <I!ld that. U~e company is tho actual 

e.1~d unql\aliflt~d ow-nor of l.he secut"ities l"epo::eftcnting the paid

up capital sto:-:k or oL~~~ funds of the conpa.ny, ilnd all la'ols 

l~.;we beer", :;omplic:J ..... ith, he the cC'll'.:ni~~"ione~':.. shall issue to 

InteR ~~~ compcUlY the cert.ificate ktnrei-H&iter pl'ovidcd for. 

!.!L:-his "~t)~~:" 
Scc, 7" 5ect~loil Sl1.8, subsecticn 14. Code 19(11, is ame,~ded 

to r:e,.d a13 f0110 ..... s: 

II." URB,\N RJ::AL RST,\TE A.'ID ?8l<SONAi. PROPERn", ?erfional 

0)" rCi.ll property or both ,ef"eeftfli--&r-!'e6l-r~'8J!ert!.y lo:;atcd 

wlt"hin the United States ()~' the U::omloion of Can,lda, other 

tnan real pt"op.el't.y uscd or to be used pri:nal'!ly fOJ 

il.qricul:'l.!r<'-.~, hOl'ticult.IH'al, ::anctl:i.nq or mlOtn9 purposce, 

..,t:ich prC::luces inco(;""lc or .... hich by suitable Improvement .... ill 

p rod.1:;e ~ nconcT-~~6Y l-d@dT -~eweYeP-,"-"k~l._. __ Ho'oleve.!t, personal 

propert"y a::qulred under "Ae-p,1'8v-t"i,&R"-~-i' thl:"', suhsection 

i-~ ~~~L~!2"~ acquired for the put"poce of entering lnto a 

c.;)nU"act for Ule sale or f.£.!'--2: use U\ereei '.lOde!" which the 

contractu<1l payment.1i may reasonably be expected to rc!:;ult 

• • 
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in the l'(!coVet"y of thc investment. and an lnve~tr:lCnt return 

withi.n the anticipated useful life of the property, Legal 

ti t.!e t.O 8yeft the real property may be acquired subject to 

a cont..rac1~ of sale" i"fte-toe'M-IlEelllt ,"Real propert.y" as used 

in this subsection 8fteU-:tPleh,l!Ie incll1q~ll a leasehold of rea.! 

estate~",\Pldividcd intel'cs,=" in a leaseholc! of l:ea"l estat":!, 

,-!nd an undivi~~d interest in the fee ti.tle of ~~~.al estag, 

I nve 8 tmel~ t s Mstie -i t\ -fteeafEdftl'lee -"'i~k -~ke -""evia :te.It,-e. under 

t:hia 5~bsection IthaH are not De eligible in excess of t.en 

percent of the legal t'eserva, 

Sec" 3, Section !:>ll.B, subsection 16, unnumbered paragraph 

1. Code 1981, 1& amended to read as follows: 

Securi ties 1n an anouot not less t.han the legal reserve 

as defined in t.hi!:; liection shall. be deposited and etu~" !:ll! 
doposit. I"laintitined with t.he conrnissioner of insunmce,-aJul 

;. •. _11 ka t ~ -h e- t..l\e- ~ht t'l- e It - ~fte-ee1M' j, e 8 i-8ftet' - ~e-dedi IJJ\& te - e~eh 

f:!" ft8b" - f el'-t.ke- kee,*PlIJ- 8 {-8 a i-I!I-df'!"e 8 i- '" It ~~ •• ~~ ~~ ace s 

af., the_.conmi6~~9...:"ler may d~...eiqnate as wi 11 pt'opedy si:l.feguard 

.,ke-,U1JU! then, There may be included in t.he deposit clll a::;lount 

of cash on hand not in excess of five percent of the deposit 

required, otte~ t.ha~ deposit to be evidenced bi' a certified 

check, cel:tlficate of deposit,. or other evidence satisfact0ry 

to the corranissioner of insut"anct: Dep~sits of securities 

mdY be (':lade in excess of t.he amounts required kel'ebY Qy"""~.his 

sc£~:i,on" He ~ 5tock company organized under t.he la'ol5 of this 

sta"~e shall !1.21 be rcqu1t"ed to make 6l:tek ~ deposIt until the 

lega.!. reserve, ar. ascQ;rtained by t.he cornnissloner, !!xceeds 

tho amount deposit.ed by it dS capital" Real estdcte may be 

It".ade a p;UL of t:.c deposit by fur-nlshing evidence o! :>'oInet"ship 

satis(acto1"Y Lo the cOIlU':"oisf>ionet' and by conveyinq the tOea! 

t!state t.o the (:ocuniss1oner or hi-II t.he C()IUTI~~;;loner's successors 

1n eft ice by ""at"ranty decd-:--!!8ls-l"@lIIIt-ee,a,e-,=u,-De-ftei-tl-}t.y 

t.».~_._I~l~ cOrnc:"lissioner <1nd ftte ~h~ successQt"s In office !>hall. 

ho!.E_".!:J.:!~~ estate ir. t.rust fet" the benefit of the 

;.>olicyholdcl'S of the company Ot" tr".enbel"S of t.he association, 

CI> 
~ 

~ 
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Real e&tate Dlortqage loans and policy loans may be made a 

part of the deposit by filing a verified statement of the 

loans with the corn.:'Oissioner, which statement ekail-),e is 
subject to check at the disc1·etion of the cOTn.'1lissioner. 

Sec. 4. Sectlon SI1.8, subsect.ion 18, Code 1981. i6 amended 

by striKing the s~ction and inserting in lieu thereof the 

followi n9 : 

18. CO~ON STOCKS OR SHARES. 
4. Corr..mon stocks or shal·es issued by solvent cOl·porations 

01" institutions are Aliqible if the total investment in stocks 
or shares in the corporations or in!)ti tutions does not exceed 

ten percent of legal reserve provided no~ more than one-half 
percent of the le9al reserve is invested in stocks or shat"es 
of anyone corporation. However, the stocks or shares shall 
be listed or acini tt.ed to trading on a secul·i ties exchange 
in the United States or shall be publicly held and traded 

in the "over-the-countet: tl"arket" and market quotations shall 
be readily available, and furthet", the investlnent shall not 

create a confli.ct of interest for an officer or director of 
the company bet'oleen the in~;ul·ance company and the corporation 

whose stocks or shares are purchased. 
b. Common stocks or shares in a subsidiary corporation, 

the acquisition or purchase of .... hich is authot"ized by section 

508.33 are eli9ible if the total 1nves~ent in these 6tocks 
or shares does not exceed five percent of the legal reserve. 

These stocks or shares are eligible even if the stocks or 
shares are not listed or admitted to tradinq on a securities 
exchange in the United States and ace not publicly held and 

have not been traded in the "over-the-countel· r"hu·ket 'l . The 

stocks or shares shall be valued at their book value. 
Sec. 5. Section 511.8, Coda 1981, is amended by addinq 

the following new subsection: 
!!.EW SUBSE~!lq~. Use of custodian banks, clearing 

cOl"porations and the federal reserve book-ent.ry system. 

• • 
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a" As used in this subsection: 
(1) "Clearinq corporation" means a corporation as defined 

in section 554"8102, subsection 3. 
(2) "Custodian bank" means a fedel"al or state bank or 

trust company regulated under the Jo .... a banking law6 or the 

federal reset"ve syster.'l, .... hich maintains an account in its 
name 10 a clearing corporation and acts as custodian of 

securities owned by it domestic in~urer. 
(3) "Federal t"eserve book-entry system" means the 

computerized system sponsored by the United States department 
of the t"redsury and certain agencies and instrumentalities 
of the United States for holding and transferring securities 

of the Uni ted States 90verrunent and its agencies and" 
instrumentalities, in the federill reserve banks throuqh 
national banks, state banks, Ot· trust companies, which eithe! 
are ~embers of t~e federal reserve system or otherwise have 

access to the computerized systems. 
b. secut:ities deposited by a domestic lnS\u:ance company 

.... ith a custodian bank, or redeposited by a custodian ba.nk 

with a clearing corporation, or held in the federal reserve 

book-entry system 
of subsection 16. 

to inplement this 
(1) Sstahl ish 

Nay be u8ed to meet the deposit requirements 
The comrnissionel" shall adopt rules necessary 

section 'olhich: 
gtlidelines on which the commissioner deter-

nines 'olhether a custodian bank qualifies as a bank in which 
securities o'olned by an insurer may be depos.ited for the purpose 

of satisfyinq the requirements of subsection 16. 
(2) Designate those clearinq corporat.ions in which 

securities owned by insurers may be deposit~d. 
(3) Set forth provlsions that custodian agreements executed 

betveen custodian banks and insurers shall contain. These 
shall include provisions stating that minimum deposit levels 
shall be maintailwd and that the parties agree securities 

in deposits 'olith custodian banks shall vest in the state in 
accordance .... ith sections 508.17 and 508.18 .... henever proceedings 

under those seclion~ are instituted" 

• 
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(4) Establish other safeguards applicable to the use of 

custodian banks and clearing corporations by insurers which 

the commissioner believes necessary to protect the 

policyholders of the insurers. 

c. A security owned by a domestic insurer and deposited 

in a custodian bank or clearing corporation does not qualify 

for purposes of its legal reserve deposit unless the custodian 

bank and clearing corporation are approved by the commissioner 

for that purpose. 

TERRY E. BRANSTAD 

President of the Senate 

DELWYN STROMER 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 2242, Sixty-ninth General Assembly. 

Approved 

ROBERT D. RAY 

Governor 
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