¢ wouseFiLE2358  ©

Commerce
. DeKester, Cheir
] Comito
Ruzh .
.——TTF-K_}QQQ HOUSE FILE a’\)csi_gf £
BY COMMITTEE ON COMMERCE
Place On Calendar

(Formerly Study Bill 518)
uk L S F Raes S

Passed House, Datej-d--f,-z(f,’.ééﬁj Passed Senate, Date 2_ /% _ %z (p. 7o/
J v

Vote: Ayes Zé Nays o Vote: Ayes 7 Nays o
Approved e 78 -y

e

A BILL FOR

1 An Act relating to the regulation of insurance companies.
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7 2 1. Anmend the title by striking line 1 and inserting
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Section 1. Section 515.35, Code 1981, as amended by Acts
of the Sixty-ninth General Assembiy, 1981 Session, chapter
169, section 1, is amended by striking the section and
inserting in lieu thereof the following:

515.35 INVESTMENTS.

1. GENERAL CONSIDERATIONS. The following considerations
apply in the interpretation of this section:

a. This section applies to the investments of insurance
companies other than life insurance companies.

b. The purpose of this section 1s to protect and further
the interests of policyholders, claimants, creditors, and
the public by providing standards for the development and
administration of programs for the investment of the assets
of companies organized under this chapter. These standards,
and the investment programs developed by companies, shall
take 1nto account the safety of the company's principal,
investment yield and growth, stability in the value of the
investment, and liquidity necessary to meet the company's
expected business needs, and investment diversification.

c. Financial terms relating to insurance companies have
the meanings assigned to them under statutory accounting
methods. Financial terms relating to companies other than
insurance companies have the meanings assigned to them under
generally accepted accounting principles.

d. Investments shall be valued in accordance with the
valuation procedures established by the national association
of ilnsurance commissioners, unless the commissioner requires
or finds another method of valuation reasonable under the
circumstances.

e. If an investment gualifies under more than one sub-
section, a company may elect to hold the investment under
the subsection of 1ts choice. This section does not prevent
a company from electing to hold an investment under a
subsection different from the one under which it previously
held the investment.
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2. DEFINITIONS. For purposes of this section:

a. YAdmitted assets", for purposes of computing percentage
limitations on particular types of investments, means the
assets which are authorized to be shown on the national
assoctation of insurance commissioner's annual statement blank
as admitted assets as of the December 31 immediately preceding
the date the company acguires the investment.

b. "Clearing corporation" means as defined in section
554.8102, subsection 3.

€. "Custodian bank" means as defined in section 554.8102,
subsection 4.

d. '"Issuer" means as defined in section 554.8201.

e. '"Member bank' means a national bank, state bank, or
trust company which 15 a member of the United States federal
reserve system.

f. "National securities exchange' means an exchange
registered under section 6 of the Securities Exchange Act
of 1934 or an exchange regulated under the laws of the Dominion
of Canada.

g. "Obligations" includes bonds, notes, debentures,
transportation equipment certificates, domestic repurchase
agreements, and obligations for the payment of money not in
default as to payments of principal and interest on the date
of investment, which constitute general obligations cf the
issuer or payable only out of certain revenues or certain
funds pledged or otherwise dedicated for payment of principal
and lnterest on the obligations. A lease is an obligation
if the lease 1s assigned to the insurer and is nonterminable
by the lessee upon foreclosure of any lien upon the leased
property, and if rental payments are sufficient to amortize
the investment over the primary lease term.

3. INVESTMENTS IN NAME OF COMPANY OR NOMINEE AND
PROHIBITIONS.

a. A company's investments shall be held in i1ts own name
or the name of 1ts nominee, except as follows:

-2-
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(1) Investments may be held in the name of a clearing
corporation or of a custodian bank ox in the name of the
nominee of either on the following conditions:

(1) The clearing corporation, custodian bank, or nominee
must be legally authorized to hold the particular investment
for the account of others.

(1i) Wwhen the investment is evidenced by a certificate
and held in the name of a custodian bank or the nominee of
a custodian bank, a written agreement shall provide that
certificates so deposited shall at all times be kept separate
and apart from other deposits with the depository, so that
at all times they may be identified as belonging solely to
the company making the deposit.

(ii1) If a clearing corporation is to act as depository,
the investment may be merged or held in bulk in the name of
the clearing corporation or its nominee with other investments
deposited with the clearing corporation by any other person,
if a written agreement between the clearing corporation and
the company provides that adequate evidence of the deposit
i1s to be obtained and retained by the company or a custodian
bank.

(2) A company may loan stocks or obligations held by it
under this chapter to a broker-dealer registered under the
Securities and Exchange Act of 1934 or a member bank. The
loan nust be evidenced by a written agreement which provides
all of the following:

(1) That the loan will be fully collateralized by cash
or obligations issued or guaranteed by the United States or
an agency or an instrumentality of the United States, and
that the collateral will be adjusted as necessary each business
day during the term of the loan to maintain the reguired
collateralization in the event of market value changes in
the loaned securities or collateral.

(i1) That the loan may be terminated by the company at
any time, and that the borrower will return the loaned stocks

-3~
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or obligations or equivalent stocks or obligations within
five business days after termination.

(111} That the company has the right tc retain the
collateral or use the coliateral to purchase investments
equivalent to the loaned securities if the borrower defaults
under the terms of the agreement, and that the borrower remalns
liable for any losses and expenses incurred by the company
due to default that are not covered by the collateral.

{(3) A company may participate through a member bank in
the United States federal reserve bocok~entry system, and the
records of the member bank shall at all times show that the
investments are held for the company or for specific accounts
of the company.

(4) An investment may consist of an individual interest
in a poel of obligations or a fractional interest in a single
obligation if the certificate of participation or interest
or the confirmation of participation or interest in the
investment is issued in the name of the company or the name
of the custodian bank or the nominee of either and if the
interest as evidenced by the certificate or ceonfirmation
is, if held by a custodian bank, kept separate and apart from
the investments of others so that at all times the
participation may be identified as belonging solely to the
company making the investment.

(5) Transfers of ownership of investments held as de-
scribed in paragraph a, subparagraph (1), subdivision {ii1l),
and subparagraphs (3) and {4) may be evidenced by bookkeep-
ing entry on the books of the issuer of the investment, its
transfer or recording agent, or the clearing corporation
without physical delivery of certificate, if any, evidencing
the company's investment.

b. Except as provided in paragraph a, subparagraph (5),
if an investment is not evidenced by a certificate, adeguate
evidence of the company's investment shall be obtained from
the issuer or its transfer or recording agent and retained

—4-
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by the company, a custodian bank, or clearing corporation.
Adequate evidence, for purposes of this paragraph, means a
written receipt or other verification issued by the depository
or issuer or a custodian bank which shows that the investment
is held for the company.

4. INVESTMENTS. Except as otherwise permitted by this
section, a company organized under this chapter may invest
in the following and no other:

a. UNITED STATES GOVERNMENT OBLIGATIONS. Obligations
issued or guaranteed by the United States or an agency or
instrumentality of the United States.

b. CERTAIN DEVELOPMENT BANK OBLIGATIONS. Obligations
1ssued or guaranteed by the international bank for
reconstruction and development, the Asian development bank,
the inter-American development bank, the export-import bank,
the world bank, or any United States government-sponsored
organization of which the United States is a member, if the
principal and interest is payable in United States dollars.

A company shall not invest more than five percent of its total
admitted assets in the obligations of any one of these banks
or crganizations, and shall not invest more than a total of
ten percent of its total admitted assets in the obligations
authorized by this paragraph.

¢. STATE OBLIGATIONS. Obligations issued or guaranteed
by a state of the United States, or a political subdivision
of a state, or an instrumentality of a state or political
subdivision of a state.

d. CANADIAN GOVERNMENT OBLIGATIONS. Obligations issued
or guaranteed by the Dominion of Canada, or by an agency or
province of Canada, or by a political subdivision of a
province, or by an instrumentality of any of those provinces
or political subdivisions.

e. CORPORATE AND BUSINESS TRUST OBLIGATIONS. Obligations
issued, assumed, or guaranteed by a corporation or business
trust organized under the laws of the United States or a state

-5-
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of the United States, or the laws of Canada or a province

of Canada, provided that a company shall not invest more than
five percent of its admitted assets in the obligations of

any onhe corporation or business trust.

f. STOCKS. A company may invest in common stocks, common
stock equivalents, mutual fund shares, securities convertible
into common stocks or common stock eguivalents, or preferred
stocks 1ssued cor guaranteed by a corporation incorporated
under the laws of the United States or a state of the United
States, or the laws of Canada or a province of Canada.

{1) Stocks purchased under this sectlion shall not exceed
one hunhdred percent of capital and surplus. With the approval
of the commissioner, a company may invest any amount in common
stocks, preferred stocks, or other securities of one or more
supsidiaries provided that after such investments the insurer’s
surplus as regargds policyholders will be reasonable in relation
to the insurer's outstanding liabilities and adeguate to 1its
financial needs.

(2) A company shall not invest more than ten percent of
its capital and surplus in the stocks of any one corporation.

g. REAL ESTATE MORTGAGES. Mortgages and other interest-
bearing securities that are first liens upon real estate
located within this state or any other state of the United
States. However, a mortgage or other security does not qualify
as an investment under this paragraph 1f at the date of
acquisition the total indebtedness secured by the lien exceeds
seventy-five percent of the value of the property that is
subject to the lien. Improvements shall not be considered
in estimating value unless the owner contracts to keep them
insured during the life of the loan in one or more reliable
fire insurance companies authorized to transact business in
this state and for a sum at least equal to the excess of the
loan above seventy-five percent of the value of the ground,
exclusive of improvements, and unless this insurance 1s payable
in case of loss to the company investing its funds as its
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interest may appear at the time of loss. For the purpose .
of this section, a lien upon real estate shall not be held ’
or construed to be other than a first lien by reason of the
fact that drainage or other improvement assessments have been
levied against the real estate covered by the lien, whether
or not the installment of the assessments have matured, but
in determining the value of the real estate for loan purposes
the amount of drainage or other assessment tax that is unpaid
shall be first deducted.
h. REAL ESTATE.
(1) Except as provided in subparagraphs (2), (3) and (4)
of this paragraph, a company may acquire, held, and convey

S o Y R S

€

S
w N O

real estate only as follows:
(1) Real estate mortgaged to it in good faith as security
for loans previously contracted, or for moneys due.
(i1) Real estate conveyed to it in satisfaction of debts
previously contracted in the course of its dealings.
(i1i) Real estate purchased at sales on judgments, decrees, .
or mortgages obtalned or made for debts previously contracted
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in the course of its dealings.
{iv) Real estate subject to a contract for deed under
which the company holds the vendor's interest to secure the
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payments the vendee is regquired to make under the contract.
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o

All real estate specified in subdivisions (i), (1ii)}, and
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(111) of this subparagraph shall be sold and disposed of

M
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within three years after the company acquires title to it,

b
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or within three years after the real estate ceases to be

\.}
w

necessary for the accommodation of the company's business,

38
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and the company shall not hold any of those properties for

W
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a longer period unless the company elects to hold the property

L]
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under another paragraph of this section, or unless the company

(U]
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procures a certificate from the commissioner of insurance

[ #9]
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that its interest will suffer materially by the forced sale

w
s

of those properties and that the time for the sale is extended
to the time the commissioner directs in the certificate. .

W
w
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(2} A company may acguire, nold, and convey real estate
as required for the ccnvenient accommodation and transactiocn
of its business.

(3) A company may acguire real estate or an interest in
real estate as an investment for the production of income,
and may hold, improve, or otherwise develop, subdivide, lease,
sell, and convey real estate so acquired directly or as a
joint venture or through a limited or general partnership
in which the company 1s a partner.

(4) A company may also acquire and hold real estate if
the purpose of the acgquisition is to enhance the sale value
of real estate previously acquired and held by the company
under this paragraph, and if the company expects the real
estate so acquired to qualify under subparagraph (2) or {3)
of this paragraph within three years after acguisition.

(5) A company may, after securing the written approval
of the commissioner, acquire and hold real estate for the
purpose of providing necessary living quarters for 1its
employees. However, the company shall dispose of the real
estate within three years after it has ceased to be necessary
for that purpose unless the commissioner agrees to extend
the holding period upon application by the company.

(6) A company shall not invest more than twenty-five
percent of its total admitted assets in real estate. The
cost of a parcel of real estate held for both the accommodation
of business and for the production of income shall be allocated
between the two uses annually. A company shall not invest
more than ten percent of its total admitted assets in real
estate held under subparagraph (3) of this paragraph.

(7) A company is not required to divest itself of real
estate assets owned or contracted for prior to the effective
date of this Act in order to comply with the limitations
established under this paragraph.

1. FOREIGN INVESTMENTS. Obligaticons of and investments

in foreign countries, as follows:

-8-
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(1) A company may acquire and hold other investments 1n
foreign countries that are required to be held as a condition
of doing business in those countries.

{2) A company may invest not more than two percent of
its admitted assets in the obligations ¢f foreign governments,
corporations, or business trusts, or in the stocks or stock
eguivalents of foreign corporations or business trusts and
then only if the obligations, stocks, or stock equivalents
are regularly traded on the New York, London, Paris, 2Zurich,
Hong Kong, Toronto, or Tokyo stock exchange, or a similar
exchange approved by the commissioner by rule or order.

j. PERSONAL PROPERTY UNDER LEASE. Personal property for
intended lease or rental by the company in the United States
or Canada. A company shall not invest more than five percent
of its admitted assets under this paragraph.

k. COLLATERAL LOANS. Obligations secured by the pledge
of an investment authorized by paragraphs a through j, subject
to the following c¢onditions:

(1) The pledged investment shall be legally assigned or
delivered to the company.

{(2) The pledged investment shall at the time of purchase
have a market value of at least one hundred ten percent of
the amount of the unpaid balance of the obligations.

(3) The company shall reserve the right to declare the
obligation immediately due and payable if at any time after
purchase the security depreciates to the point where the
investment would not gqualify under subparagraph (2) of this
paragraph. However, additional qualifying security may be
pledged to allow the investment to remain qualified.

1. OPTIONS TRANSACTIONS.

(1) A domestic fire and casualty company may only engage
in the following transactions in options on an exchange and
only when in accordance with the rules of the exchange on
which the transactions take place:

(i) The sale of exchange-traded covered options.

-G
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{11) The purchase of exchange-traded covered options
solely 1n closing purchase transactions.

{2) The commissioner shall adopt rules pursuant to chapter
17A regulating option sales under this subparagraph.

m. OTHER INVESTMENTS.

{1) A company organized under this chapter may invest
up to one percent of its admitted assets in securitles or
property of any kind, without restrictions or iimitations
except those imposed on business corporations in general.

{11) A company organized under this chapter may invest
its assets in any additional forms not specifically included
in paragraphs a through n when authorized by rules adopted
by the commissioner.

n. RULES. The commissioner may adopt rules pursuant to
chapter 17A to carry out the purposes and provisions of this
section.

Sec. 2. Section 515B.5, subsection 1, paragraph a, Code
1981, 1s amended to read as follows:

a. Be obligated to the extent of the covered claims
exlsting pricr to the determination of insolvency and arising
within thirty days after the determination of insolvency,
or before the policy expiration date i1f less than thirty days
after the determination, or before the insured replaces the

policy or on request effects cancellation if ke the insured

does so within thirty days of the determination. &Sueh This
obligation shall include only that amount of each covered
claim which is in excess of one hundred dollars and less than
three five hundred thousand dollars, except that the
associlation shall pay the full amount of any covered claim
arising out of a workers' compensation policy. In no event
shall the association be obligated to a policyholder or
claimant in an amount in excess of the faece-ameumt specified

limits of the policy from which the claim arises.

Sec. 3. Section 521A.2, subsection 3, paragraph a, Code
1981, 1s amended to read as follows:

-10-
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a. Invest, in common stock, preferred stock, debt
obligations, and other securities of one or more subsidiaries,
amounts which do not exceed tRe-lesser-ef-ten-pereent-of-sueh
insurerts-asseks-er fifty percent of seek the insurer's surplus
as regards policyholders, provided that after such investments
the insurer's surplus as regards policyholders will be
reasonable 1n relation to the insurer's outstanding liabilities
and adeguate to 1ts financial needs. In calculating the
amount of such investments both of the following shall be
included:

Sec. 4. Section 521A.3, subsecticn 4, paragraph a, subpara-
graph (3), Code 1981, is amended to read as follows:

(3) The financial condition of any acquiring party is
such as might jeopardize the financial stability of the
insurer, or prejudice the 1nterest of its policyholders ex
the-interesta-ef-any-remaiRing-seeurityholiders-whe~are
vnaffrirated-with-sueh-acquiring-par€y.

Sec. 5. Section 521A.3, subsection 4, paragraph a,
subparagraph (4), Code 1981, 1s amended by striking the

subparagraph.
Sec. 6. Section 521A.3, subsection 6, paragraph a, Code
1981, is amended by striking the paragraph.

Sec. 7. Section 515.34, Code 1981, is repealed.
EXPLANATION

The bill relates to the regulation of insurance companies
other than life insurance companies.

Section 1 strikes the existing provisions which govern
investments by all insurance companies except life companies,
and inserts revised language. Generally speaking, the revised
language authorizes a broader range of investment. Section
1 also incorporates a revised version of language previously
contained in a different Code section, relating to investments
in real estate.

Section 2 amends the insurance company guaranty association
law to modify a provision that limits the liability of the

-11-




guaranty assoclation with respect to any given policy claim.

Presently, the maximum liability of the association is $300,000
or the poliicy limit, whichever 1s less. As amended, the maxi-
mum liability of the company on any claim would be $500,000
or a lesser policy limit.

Sections 3 through 6 strike some language from chapter
521A relating to the requlation of insurance company holding
corporations, the stricken language apparently being of no
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effect because of preemption by federal law.
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Section 7 repeals a Code section that is incorporated 1into

[
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the revised version of section 515.35.
The bill would take effect July 1 following enactment.
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HOUSE FILE 2358

AN ACT
RELATING TO THE RECULATION OF INSURANCE TO THE EXTENT OF

AMEKDLIRG OR REPEALING PROVISIONS IN CODE SECTIONS 515.34,
515.35, 515B.S5, 521A.2 AND SZ1A.3 ¥ FROVIDE FOR THE
REGULATION OF THE INVESTMENTS OF INSURANCE COMPANIES
OTHER THAN LIFE, TO MODIFY THE MAXIMUM LIAKILITY OF THE
[OWA LNSURANCE CGUARANTY ASSOCIATION, AND TQ REMOVE CER-
TAIN PROVISIOMNS RECULATING INSURANCE HOLDING COMPANIES.

BE IT ENACTED BY THE CENERAL ASSEMBLY OF THE STATE OF I0WA:

Section 1. Section 51%.35, Code 1981, as amended by Acts
of the Sixty-ninth General Assembly, 1981 Session, chapter
169, section 1, is amended by striking the section and
inserting in lieu thercof the following:

515.35 INVESTHMENTS.

L. GENERAL CONSIDERATIONS. The following considerations
apply in the interpretation of this section:

a. This section applies to the investments of insurance
companles other than life insurance companies.

L. The purpose of this section is to protect and further
the interests of policyholders, claimants, creditors, and
the public by providing standards for the development and
administration of programs for the investnent of the assets
of companies orgenized undeyr this chapter. These standards,
and the investment programs developed by companies, shall
take 1nto account the safety of the company's principal,

House File 2358, P. 2

investment yleld and growth, stability in the value of the
investment, and liquidity necessary to mcet the company's
expected business needs, and investment diversification.

<. Financial terms relating to insurance companies have
the meanings assigned to them under statutory accounting
methods. Financial texms relating to companies other than
insurance companies have the meanings assigned to them under
generally accepted accounting principles.

d. Investments shall be valued in accordance with the
valuation procedures established by the national association
of Insurance commissioners, unless the cormissioner requires
or finds another method of valuation reasonable under the
clrcumstances.

e. If an investment qualifies under more than one sub-

section, a company may elect to hold the investment under
the subsection of its choice. This section does not prevent
a company from electing to hold an investment under a
subsection different from the one under which it previously
held the investment.

2. DEFINITIONS. For purposes of this section:

a. "Admitted assets", for purposes of computing percentage
limitations on particular types of investments, means the
assets which are authorized to be shown on the national
association of insurance commissioner's annual statement blank
as admitted assets as of the December 31 immediately preceding
the date the company acquires the investment.

b. "Clearing corporation" means as defined in section
$54.8102, subsection 3.

<. 'Custodian bank" means as defined in section 554.8102,
subsection 4.

d. '"Issuer" means as defined i1b section 554.8201.

e. ''Hember bank" means a national bank, state bank, or
trust company which is a member of the United States federal
Yeserve system.
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. "kKarlonal securlties exchange" means an exchange
registered under section & of the Scecurities Exchange ACt
of L%31 oo an exchange regulated undger the laws of the Dominion
of Tanada.

g. TOrligations™ includes bounds, notes, debentures,
transportation equlpment certificates, domestaic repuronase
agieenerts, and obligations for the payment of money not 1n
default as o payments of principal and interest on the date
of 1nvestaent, which constitute general cobligations of the
tssuwer or payable only out of certain revenues or certain
funds pledged or otherwise dedicated for paynent of principal
ani 1nterest on the ooligations. A lease igc an obligation
1t the lease 18 assigned to the 1nsurer and 1s nontermainable
by whe lessee upon foreclosure of any lien upor the leased
pioperty, and Lf rental payments are gsufficient to amortize
the investment over the primary lease terr.

3. [NVESTHENTS IN NAME OF COMPAIY OF KHOJMINEE AN
PROHIBLIYVIONS .,

a. ©~ocompany’'s investrments shall be held (o 1ts own name
cr the rase of 1ty nominee, except as follows:

(1) Investments may be held in the name of 4 clearlng
corporation or of a <ustedian bank or an the name of the
nomiree <f eLthar on the fcllowing conditions:

(11 The clearing corporation, cusitodiarn bank, or nominee
must e legally authorized Lo hold the partisuiar investment
for the account of others.

(1i) when the wpvestment i evidenced by a certificate
and held ;o the name of & custoZian band ot Lthe pominbee ot
a custedlan bank, a written agreement shall provide that
certificates 5o deposited shall at ail times boe <ept separate
and apart. fror other deposits wiih the depository, so that
at all timer vany tay be sdentiilied as belang.ag solely 2o
the vompary making the aeposit..

i111) [: o =learing cotporation s Lo act as depository.

Lthe "avestroent may be merged or held n bul« an the nare of

House File 2358, F. 4

the clearing corporatlon or 1is nomihnee with other 1nvestments
deposited with the clearing corporation by any other person,
vf a written agreerent between the cleating corgporatlon and
the company provides that adequate cvidence of the deposit

is to be obtained and retained by the company or a custodiah
bank.

{21 A company may loan stocks or obligations held by 1t
under this chapter to a broker-dealer registered under the
Securitics and Exchange Act of 1§34 or a member bank. The
loan must be evidenced by a written agresment. which provides
all of the following:

(1} That the loan will be fuliy collateralized by cash
oy ebligations issued or guaranteed by the United States o
an agency or an instrumentality of the United States, and
that the coliateral will be adjusted as hecessary each business
day during the term of the loan %o malatain the required
collateralization 1t the event of market value changes in
the loaned securities or collateral.

{il) That the loan may be terminpated by the company at
any time, and that the borrower wiil return the loaned stocks
or obligations or eguivalent stocks or obligations wrthin
five business days after termination.

[1:1) That the ¢ompany has the right to retain the
coliateral or use the collateral to purchase investments
eguivalent. to the loaned securities 1f the borrover defaults
undesr the terns of the agreement, and that the horrower remains
liable ftor any losges and expenses incurted by the company
due to detault thzat are not covered by the coilateral.

(3) A company nay participate through a member bank in
o€ Unilted sStates federal reserve hook-entry systen. and the
records of the member bank shali at all times show that the
aavestments are held for the coapany or for specific aceounts
ot the company.

(4] Ap investment may cons:st of an individual iaterest
o oa poel of obligations or a fractional interest L, a sLingle
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obligation 1f tne certificate of participation or interest

or the contirmation of participdtion or interest i1n the
investment 1s 1ssued in the nace of the company or the name
of the custodian bank or the nominee &f esther and 1t the
interest as evidenced by the certiticate or contirmation

is, 1f held by a custodian bkank, kept separate and apast. from
the investments of otiers so that at all times the
participation may be identified as belonging solely to the
company ma¥%ing the Lnvestmant..

(%) Transfers of owncrship of investrnents held as de-
scribed in paragraph a, subparagraph (1), subdivision (1i1).
and subparagraphs (3) and (4} may be evidenced by bookkeep-
ing entry on the hooks of the issuer of the lnvestment, 1ts
transfer or recording agent, or the clearing corporation
without physical delivery ot certificate, if any, evidencing
the company's lnvestment.

. &#xcept as provided in paragraph a, subparagraph (5).
1f an investrent is not evidenced by a certificate, adeqguate
evidence of the company's investment, shall be obtained from
the issuer or its transfer or recording agent and retained
by the company, a custodian bank, or clearing corporation.
Adequate evidence, for purposes of this paragraph, means a
written receipt or othet veritication issucd by the deposatory
or issuer or a custodian bank which shows that the investment
is held for the «company.

4, [NVESTMENTS. Except as otherwlse permitted by this
section. a company organized under this chapter cay invest
in the following and no other:

4. UNITED STATES GOVERNMENT OBLEIGATIONS. Obligations
1ssued or Juaranteed by the Undted States or an agency or
tnstrumentality of the United S$tates.

b. CERTAIN DEVELOPHFNT BANE ORLIGATIONS, J<Obligations
15sued or guaranteed by the international pank for
recanstruction and development, the Asian development bank,

the inter-American developrent han', the export~import bank,
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the world bank, or any United States qovernment-sponsored
organization of which the United States is a member., if the
principal and interest is payable 1n United Staves dollars.

A company shall not invest more than five percent of its total
adritted assets in the obligations of any one of these banks
or organizations, and shall nmot invest more than a total of
ten percent of ivs total admitted assets 1n the obligations
authorized by this paragraph.

. STATE DBLIGATIONS. Obligations lssued or guaranteed
by a state of the United States, or a political supdivision
of a state, or an instrumentality of a state or political
subdivision of a state.

. CANADIAN CGOVERNMENT OBLIGATIONS. Obligations issued
or guaranteed by the Dominjion of Canada. or by an agency or
province of Canada, or by a political subdivision of a
province, or by an instrumentality of any of those provinces
or political subdivisions,

. CORPORATE AND BUSINESS TRUST OBLIGATIONS., Obligations
issued, assumed, or guaranteed by a corporation or business
trust organized under the laws of the United $tates or a state
of rhe United States, or the laws of Canada or a province
of Canada. provided that a company shall not invest more than
five percent of its admitted assets in the obligations of
any one corporation or bugihess trust.

£. STOCKS. A company may invest in common stocks, common
stock equivalents, mutual tund shares, securities convertible
into common stocks or conmon stock equivalents, or preferred
stocks Lssued or yuaranteed by a corporation ancorporated
under the laws of the United States ot o state ot the United
States, or tac laws of Canada or a province of Canada.

(1) Stecks purchased under this section shall not exceed
one hundred percent of capital and surp:ius. With the apptoval
of the comnlesioner, a cempany may invest any amount in common
stosks, preferred stocks, or other securities af one or more

subsidiraries provided taat after such itnvestoaents the wnsurer's

X

-

m

.
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surplus as regards policyholders will be reasonable in relation
to the 1nsurer’s outstabding liabilities and adequate to 1ts
Jirmclal needs.

{2) A company shall not inbvest more than tan percent of
its capltal and surplus b the stocks of ary oae cotporation.

g. REAL FSTATE MORTCAGES. Mortgages and other interest-
bearing securities tnat are first liens upon raal estate
loczated wrthin this state or any othe: state of the United
States.  Howewer, a mortgage or other security Joes rot gualify
A an investrent uader this paragraph 1f at the date or
acquiiition the total wondebtedness secured Ly the llon exceeds
seventy-five percent of the value of the property that s
subject. to the lien., improvements sihall not be considered
in estinatiog value uniess the owner contracts to keep hem
incured duzing the Life of the loan 1n cne or vore reliable
tire a1nsurance compénies authorized te transact business o
this state and for a sum at ieast &gual te the excess of the
loan above seventy-five percent of the value ot the ground.
exclusive of wmprovements, and urless thas asurance 1s payatle
Ln case <! louss %o the company 1pvesting ots funds as 1ts
tnterest may appear at the Time of lozs.  For Lhe purpone
2f this sextion, a lien upon real estate shall not be helsd
or construed toe bLe otheyr than a first lien by reaassor of “he
fazt that drainage < other improvement assessments have beer
levied against the real estate covered by toe lien, whether
or not the 1astallment of the asusssments have matured, out
10 odetermining the valge of the real estate for loan putposes
the amount of drainage or othe: assessment tax Lhat 135 urpald
shall be first deducted.

h. REAL ESTATE.

[1) Cxeept as provided an subpa:agrapns (21, (3) and ;41
of this paraguragh, a coempany may acquire, hold. and convey
real estate only as tollowsn:

1) deal estate nortgaged o ttoan good Lalth as security

tor loans previcusly cortrasted, »r for nonevs due,
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(11) Real ostate conveved to it 1n sataisfaction of debts
crevivusly rontracted 1n the course of 1ts dealings.

{(111) Real estate purchased at sales on :uadgments, decrees,
oL mortgages obtained or made for debts prevaiously contracted
1n the course of 1ty Jdeallings.

(iv) Real estate subject to a contract for deed undser
which the company aolds the vendor's interest to seadare the
payments the vendeo 15 required to make under Uhe contract.

Ail real estate specified 1n subdivisions (1), {(aL), and
(i31) of this subparagraph shall be sold and Jdisposed of
H1than three years atter the cuompany acquires title to at,
or withiin three years after the real estate Ceases to be
necessary for the accommodation of the company's business,
ang the company shall not held any of those propertien fox
a longer period unless tae corpany elects to hoid the property
wder another paraqrapi of this sectioh. or unless the company
procures a certiticate from the comnissione: of 1nsurance
tnat ite 1aterest wiil sutfer materially by the forced sale
ot those progertfes and that the time for the zale 1s extended
Lo the time the cormassicner irects 1 the certificate.

(2) & conpany may acquire, hold, and convey real estate
45 required for the convenient accormedation and trancaction
vl 1ts busn.neyn,

(3) A company may adguite real estate ot an interest 1o
real estvate as oan investment tor Lhe product:on of i1ncone,
and may held, 1mprove, or otherwise develop, subdivide, leage,
seii, and convey real ostate so acquired dicectiy or as a
jorat venture or through a limited or general partnershiy
10 Wwhich tae company 15 a partner.

[4) A corpany ay also acquire apd hold real estate =f
Lhe purpese ¢l the acgulsition s Lo enhance the sale va.us
of real estate previously atquired and held by the comparny
under this paragrapa, and 1f the company expocts the real
estate s¢ oacygunired Lo gaalify under subparagrapa (21 or (3)

of T paragrapk withan three years attér asquisit.orn.
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(S) A company may, after securing the written approval

of the commissioner, acqulre and hold real estate for the
purpose i providing necessary living quarters for its
cmployees. However, the company shall dispose of the real
astate within three years after 1t has c¢ased o he necessary
for that purpose unless the commissliones agrees Lo extend
the holding period upon application by the company.

(6) A company shall not invest more than twenty-five
percent of it total admitted assets in real estate. The

cost of a parcel of real estate held for both the accormodation
of business and for the production of income shall be allocated

between the two uses annually. A company shall not invest
rore than ten percent of its total admitted assets 1n real
estate held under subparagraph (3) of thig paragraph.

(7) A company 1s not reguired to divest 1tself of real
estate assets owned or contracted for prior toe the effective
date of this Act. in order to comply with the limitations
estaplighed under this paragraph.

1. FOREIGN INVESTHMENTS. oObligations of and investments
in foreign countries, as follows:

{1} A company may acguire and hold other investments in
foreign countries that are required to be held as a condition
ot doing business Ln those countries.

(2) & company fay 1nvest not more than two percent of
1ts admitted assets in the obligations of foreign governments,
corporations, or business trusts, or in the stocks or stock
equivalents of foreign corporations or business trusts and
then only if tae obligations, stocks, or stock eguivalents
are regularly traded on the Kew York, London, Paris, Zurich,
Hong Kong, Toeronto, or Tokyo stock exchange, ©or 4 simiulat
exchange approved by the cormissioner by rule or order.

3. PEWSOKAL PROPERTY UNWDER LEASE. Personal property for
intended lease orp tental by the company 10 the United States
or Canada. A company shall not 1ovest more than five percent

of 1ts admitted assets under this paragraph.
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k. COLLATERAL LOANS. Obligations secureda by the pledge
of an iavestrment authorized by paragraphs a through j, subject
te the following conditions:

{1) The pledged investment shall be legally assigned or
delivered to the company.

(2) The pledged investment shall at the time of purchase
nave a market value of at least one hundred ten percent of
the amount of the unpaid balance of the obligations.

{3} The company shall reserve the right to declare the
obligation immediately due and payable it at any time after
purchase the security depreciates to the point where the
investment. would not gualify under subpavagraph (2} of this
paraqraph. However, additional qualifying security may he
pledged to allow the investrent to remain (ualified.

L. OFTiONS TRANSACTIONS.

(1) A domestic fire and casualty company may only engage
in the fullowing transactions in optlons on an ¢xchange and
only when in accordance with the rules of the exchange on
which the trangactions take place:

{1) The sale of exchange-traded covered options.

{1i) The purchase of exchange-traded covered options
solely 1n ¢losing purchase transactions.

[2) Tine commissioner shall adopt rules pursuant to chapter
174 regulating option sales under this subparagraph.

M. OTHER INVESTMENTS.

(1) A company organized under thils chapter may Lnvest
up to one percent of 1ts admitted assets in securities or
pruperty ot any kind. without restrictions or limitations
except those jmposed on business corporations 1n general.

111) A company organized under this chapter oay Lovest
1ts astets 1n any additional forms not specufically included
in paragraphs & through n when authorized by rules adopted
ty the corm:ssionet.

n. KYLES. The commisgioner may adept rules pursuant teo
chapter L7A Lo rarrvy out the purposes and previsions ot this
AnLION .
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Sen. 2. Section 51%B.%5. subsection 1, paragraph a. Code
1481, 1s amended to read as follows:

a. Be obligated to the extent of the covered ciawms
existing prior to the determination of insolvency and arising
within thirty days after the determination of insolvency,
or before the policy expiration date if less than thirty days
after the determination, or before the insured replaces the
policy or on reguest effects cancellation 1f ae Lhe ansured
Aoes 50 within thirty days of the determination. 6Gueh This
obligation shall include only that amount of each covered
c¢laim which i in excess ot one hundred dollars and less thacn
three five hundred thousand dollars, except that the
associration shall pay the full arount of any covered claim
arising out of a workers' compensation policy. 1In no event
shall the association be obligated to a pulicyholder or
clatmant in an apount 1n excess of the fage-amsunt specified
linits of the poliuy from which the claim arices.

Se¢. 3. Section %21A.2. subsection 3, paragraph a, Code
1981, 15 amended to read as follows:

a. Invest, 1n common stock, preferred stock, deit
obligations, and other sccurities of one or more substadiaries,
amounts which do not cxceed the-leases-gf-ten-pereent-6f-duuh
Ensureria-agnetu-or fifty percent. of sweh the ansurer's surplus
4s regards policyholders, provided that after such investments
the 1nsurer's surplus as reguards pelicyholders will be
reasonable 1n relation Lo the insurer's outstanding liabiiities
ana adequate %o its flnansial needs. [ caloulating the
arount of such :ovestments hoth of the followirg shall be
included:

Sec. 4. Section 5213.3, subsection <, paragraph &, subpéara-
graph (3], Code 1991, 15 amended to read as follows:

() The financial condltion of any acquiring party 18
such as wight jeopardize the financral stabality ot the
insurer, or prejudice the wntecest of 1ts poilcyhelders eF
the-sREGEEILY -8 —any-FeratPIRa-necur styhaldery-wha-are

unaffeirarad-wirkh-gnch-adquererg-party .
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Sec. &. section 521A.3, subsection 4, paragraph a.
subparagraph {4), Code 1981, is amended by striking toe
subparagraph.

Sec. 6. Section $21A.3, subscction 6, paragrapn a. Code
19¢1, 18 anended by striking the paragraph.

sec. 7. Section 51%.34, Code 1981. is repealed.
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