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A BILL FOR 
Act relating to the regulation of insurance companies. 

IT ENACTED BY THE GENERAL ASSE'IBLY OF THE STATE OF IOv/A: 

HOUSE FILE 2358 
H-5308 

1 Amend House File 2358 as follows: 
2 1. Amend the title by striking line 1 and inserting 
3 in lieu thereof the words "An Act relating to the 
4 regulation of insurance to the extent of amending 
5 or repealing provisions in Code sections 515.34, 
6 515.35, 515B.5, 521A.2 and 521A.3 to provide for the 
7 regulation of the investments of insurance companies 
8 other than life, to modify the maximum liability of 
9 the Iowa insurance guaranty association, and to remove 

10 certain provisions regulatlng insurance holding 
11 companies." 
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S.F. H.F. :Z3Srt 

1 Section 1. section 515.35, Code 1981, as amended by Acts 

2 of the Sixty-ninth General Assembly, 1981 Session, chapter 
3 169, section 1, is amended by striking the section and 

4 inserting In lieu thereof the following: 

5 515.35 INVESTMENTS. 
6 1. GENERAL CONSIDERATIONS. The following considerations 
7 apply 

8 a. 

in the interpretation of this section: 
This section applies to the investments of insurance 

9 companies other than life insurance companies. 
10 b. The purpose of this section is to protect and further 

11 the interests of policyholders, claimants, creditors, and 

12 the public by providing standards for the development and 

13 administration of programs for the investment of the assets 
14 of companies organized under this chapter. These standards, 
15 and the investment programs developed by companies, shall 

16 take into account the safety of the company's principal, 
17 investment yield and growth, stability in the value of the 
18 invesL~ent, and liquidity necessary to meet the company's 
19 expected business needs, and investment diversification. 

20 c. Financial terms relating to insurance companies have 
21 the meanings assigned to them under statutory accounting 

22 methods. 
23 insurance 
24 generally 

Financial terms relating to companies other than 

companIes have the meanings assigned to them under 
accepted accounting principles. 

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

30 e. If an investment qualifies under more than one sub-
31 section, a company may elect to hold the investment under 
32 the subsection of its choice. This section does not prevent 
33 a company from electing to hold an investment under a 

34 subsection different from the one under which it previously 
35 held the investment. 
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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 

554.8102, subsection 3. 
10 c. "custodian bank" means as defined In section 554.8102, 
11 subsection 4. 

12 d. "Issuer" means as defined in section 554.8201. 
13 e. 

14 trust 
"Member bank" means a national bank, state bank, or 

company Which is a member of the united States federal 

15 reserve system. 

16 f. "National 

under 

securities exchange" means an exchange 

section 6 of the Securities Exchange Act 17 registered 

18 of 1934 or 

19 of Canada. 
an exchange regulated under the laws of the Dominion 

20 g. "Obligations" includes bonds, notes, debentures, 
21 transportation equipment certificates, domestic repurchase 
22 agreements, and obligations for the payment of money not in 

23 default as to payments of principal and interest on the date 

24 of investment, which constitute general obligations of the 

25 issuer or payable only out of certain revenues or certain 

26 funds pledged or otherwise dedicated for payment of principal 

27 and interest on the obligations. A lease is an obligation 

28 if the lease lS assigned to the insurer and is nonterminable 

29 by the lessee upon foreclosure of any lien upon the leased 
30 property, and if rental payments are sufficient to amortize 

31 the investment over the primary lease term. 

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

34 a. A company's investments shall be held in its own name 

35 or the name of its nominee, except as follows; 
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1 (1) Investments may be held in the name of a clearing 

2 corporation or of a custodian bank or in the name of the 

3 nomlnee of either on the following conditions: 

4 (i) The clearing corporation, custodian bank, or nominee 

5 must be legally authorized to hold the particular investment 

6 for the account of others. 

7 (ii) When the inves~~ent is evidenced by a certificate 

8 and held in the name of a custodian bank or the nominee of 

9 a custodian bank, a written agreement shall provide that 

10 certificates so deposited shall at all times be kept separate 

11 and apart from other deposits with the depository, so that 

12 at all times they may be identified as belonging solely to 

13 the company making the deposit. 

14 (iii) If a clearing corporation lS to act as depository, 

15 the investment may be merged or held in bulk in the name of 

16 the clearing corporation or its nominee with other investments 

17 deposited with the clearing corporation by any other person, 

18 if a written agreement between the clearing corporation and 

19 the company provides that adequate evidence of the deposit 

20 is to be obtained and retained by the company or a custodian 

21 bank. 

22 (2) A company may loan stocks or obligations held by it 

23 under this chapter to a broker-dealer registered under the 

24 securities and Exchange Act of 1934 or a member bank. The 

25 loan must be evidenced by a written agreement which provides 

26 all of the following: 

27 (i) That the loan will be fully collateralized by cash 

28 or obligations issued or guaranteed by the united states or 

29 an agency or an instrumentality of the united States, and 

30 that the collateral will be adjusted as necessary each business 

31 day during the term of the loan to maintain the required 

32 collateralization in the event of market value changes in 

33 the loaned securities or collateral. 

34 (ii) That the loan may be terminated by the company at 

35 any time, and that the borrower will return the loaned stocks 
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or obligations or equivalent stocks or obligations within 

five business days after termination. 

(iii) That the company has the right to retain the 
collateral or use the collateral to purchase inves~~ents 
equivalent to the loaned securities if the borrower defaults 

under the terms of the agreement, and that the borrower remains 
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 1n 

10 the United states federal reserve book-entry system, and the 

11 records of the member bank shall at all times show that the 

12 investments are held for the company or for specific accounts 
13 of the company. 
14 (4) An investment may consist of an individual interest 

15 1n a pool of obligations or a fractional interest in a single 

16 obligation if the certificate of participation or interest 

17 or the confirmation of participation or interest in the 

18 investment is issued in the name of the company or the name 

19 of the custodian bank or the nominee of either and if the 

20 interest as evidenced by the certificate or confirmation 

21 is, if held by a custodian bank, kept separate and apart from 

22 the investments of others so that at all times the 
23 participation may be identified as belonging solely to the 

24 company making the investment. 
25 (5) Transfers of ownership of investments held as de-

26 scribed in paragraph a, subparagraph (1), subdivision (iii), 

27 and subparagraphs (3) and (4) may be evidenced by bookkeep-
28 ing entry on the books of the issuer of the investment, its 

29 transfer or recording agent, or the clearing corporation 

30 without physical delivery of certificate, if any, evidencing 

31 the company's investment. 
32 b. Except as provided in paragraph a, subparagraph (5), 

33 if an investment is not evidenced by a certificate, adequate 
34 evidence of the company's investment shall be obtained from 

35 the issuer or its transfer or recording agent and retained 
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1 by the company, a custodian bank, or clearing corporation. 

2 Adequate evidence, for purposes of this paragraph, means a 

3 written receipt or other verification issued by the depository 

4 or issuer or a custodian bank which shows that the investment 

5 is held for the company. 

6 4. INVESTMENTS. Except as otherwise permitted by this 

7 section, a company organized under this chapter may invest 

8 in the following and no other: 

9 a. UNITED STATES GOVERNMENT OBLIGATIONS. Obligations 

10 issued or guaranteed by the United States or an agency or 

11 instrumentality of the united States. 

12 b. CERTAIN DEVELOPMENT BANK OBLIGATIONS. Obligations 

13 issued or guaranteed by the international bank for 

14 reconstruction and development, the Asian development bank, 

15 the inter-American development bank, the export-import bank, 

16 the world bank, or any United States government-sponsored 

17 organization of which the United States is a member, if the 

18 principal and interest is payable in United States dollars. 

19 A company shall not invest more than five percent of its total 

20 admitted assets in the Obligations of anyone of these banks 

21 or organizations, and shall not invest more than a total of 

22 ten percent of its total admitted assets in the obligations 

23 authorized by this paragraph. 

24 c. STATE OBLIGATIONS. Obligations issued or guaranteed 

25 by a state of the United States, or a political subdivision 

26 of a state, or an instrumentality of a state or political 

27 subdivision of a state. 

28 d. CANADIAN GOVERNMENT OBLIGATIONS. Obligations issued 

29 or guaranteed by the Dominion of Canada, or by an agency or 

30 province of Canada, or by a political subdivision of a 

31 province, or by an instrumentality of any of those provinces 

32 or political subdivisions. 

33 e. CORPORATE AND BUSINESS TRUST OBLIGATIONS. Obligations 

34 issued, assumed, or guaranteed by a corporation or business 

35 trust organized under the laws of the United States or a state 
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1 of the united States, or the laws of Canada or a province 

2 of Canada, provided that a company shall not invest more than 

3 five percent of its admitted assets in the obligations of 

4 anyone corporation or business trust. 

5 f. STOCKS. A company 

6 stock equivalents, mutual 

may invest ln common stocks, common 

fund shares, securities convertible 

7 into common stocks or common stock equivalents, or preferred 
8 stocks issued or guaranteed by a corporation incorporated 

9 under the laws of the united States or a state of the united 

10 States, or the 

11 (1) Stocks 

laws of Canada or a province 

purchased under this section 

of Canada. 

shall not exceed 

12 one hundred percent of capital and surplus. With the approval 

13 of the commissioner, a company may invest any amount in common 

14 stocks, preferred stocks, or other securities of one or more 

15 subsidiaries provided that after such investments the insurer's 

16 surplus as regards policyholders will be reasonable in relation 
17 to the insurer's outstanding liabilities and adequate to its 

18 financial needs. 

19 (2) A company shall not invest more than ten percent of 

20 its capital and surplus in the stocks of anyone corporation. 

21 g. REAL ESTATE MORTGAGES. Mortgages and other interest-

22 bearing securities that are first liens upon real estate 

24 

25 
26 

27 

28 

23 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 if 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 

29 

30 

31 

32 

33 

34 

35 

in estimating value unless the owner contracts to keep them 

insured during the life of the loan in one or more reliable 

fire lnsurance 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 is payable 
in case of loss to the company investing its funds as its 
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1 lnterest may appear at the time of loss. For the purpose 

2 of this section, a lien upon real estate shall not be held 
3 or construed to be other than a first lien by reason of the 

4 fact that drainage or other improvement assessments have been 
5 levied against the real estate covered by the lien, whether 
6 or not the installment of the assessments have matured, but 
7 ln determining the value of the real estate for loan purposes 

8 the amount of drainage or other assessment tax that is unpaid 

9 shall be first deducted. 

10 h. REAL ESTATE. 
11 (1) Except as provided in subparagraphs (2), (3) and (4) 
12 of this paragraph, a company may acquire, hold, and convey 

13 real estate only as follows: 
14 (i) Real estate mortgaged to it in good faith as security 
15 for loans previously contracted, or for moneys due. 
16 (ii) Real estate conveyed to it ln satisfaction of debts 
17 previously contracted in the course of its dealings. 

18 (iii) Real estate purchased at sales on judgments, decrees, 
19 or mortgages obtained or made for debts previously contracted 

20 Ln the course of its dealings. 

21 (iv) Real estate subject to a contract for deed under 
22 which the company holds the vendor's interest to secure the 
23 payments the vendee is required to make under the contract. 
24 All real estate specified in subdivisions (i), (ii), and 
25 (iii) of this subparagraph shall be sold and disposed of 
26 within three years after the company acguires title to it, 
27 or within three years after the real estate ceases to be 
28 necessary for the accommodation of the company's business, 
29 and the company shall not hold any of those properties for 

30 a longer period unless the company elects to hold the property 
31 under another paragraph of this section, or unless the company 
32 procures a certificate from the commissioner of insurance 

33 that its interest will suffer materially by the forced sale 
34 of those properties and that the time for the sale is extended 
35 to the time the commlssioner directs in the certificate. 
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(2) A company may acquire, hold, and convey real estate 

required for the convenient accommodation and transaction 

its business. 

4 (3) A company may acquire real estate or an interest in 

5 real estate as an investment for the production of income, 

6 and may hold, improve, or otherwise develop, subdivide, lease, 

7 sell, and convey real estate so acquired directly or as a 

8 joint venture or through a limited or general partnership 
9 in which the company is a partner. 

10 (4) A company may also acquire and hold real estate if 
11 the purpose of the acquisition is to enhance the sale value 

12 of real estate previously acquired and held by the company 

13 under this paragraph, and if the company expects the real 

14 estate so acquired to qualify under subparagraph (2) or (3) 

15 of this paragraph within three years after acquisition. 

16 (5) A company may, after secur1ng the written approval 

17 of the CO~~lSSloner, acqu1re and hold real estate for the 

18 purpose of providing necessary living quarters for its 

19 employees. However, the company shall dispose of the real 

20 estate within three years after it has ceased to be necessary 

21 for that purpose unless the commissioner agrees to extend 

22 the holding period upon application by the company. 

23 (6) A company shall not invest more than twenty-five 

24 percent of its total admitted assets 1n real estate. The 

25 cost of a parcel of real estate held for both the accommodation 

26 of business and for the production of income shall be allocated 

27 between the two uses annually. A company shall not invest 

28 more than ten percent of its total admitted assets in real 
29 estate held under subparagraph (3) of this paragraph. 

30 (7) A company is not required to divest itself of real 

31 estate assets owned or contracted for prior to the effective 

32 date of this Act in order to comply with the limitations 

33 established under this paragraph. 

34 1. FOREIGN INVESTMENTS. Obligations of and investments 

35 ln foreign countries, as follows! 
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1 (1) A company may acquire and hold other investments in 
2 foreign countries that are required to be held as a condition 

3 of doing business in those countries. 

4 (2) A company may invest not more than two percent of 

5 its admitted assets in the obligations of foreign governments, 
6 corporations, or business trusts, or in the stocks or stock 
7 equivalents of foreign corporations or business trusts and 
8 then only if the obligations, stocks, or stock equivalents 
9 are regularly traded on the New York, London, Paris, zurich, 

10 Hong Kong, Toronto, or Tokyo stock exchange, or a similar 
11 exchange approved by the commissloner by rule or order. 

12 J. PERSONAL PROPERTY UNDER LEASE. Personal property for 
13 intended lease or rental by the company in the United states 
14 or Canada. A company shall not invest more than five percent 

15 of its admitted assets under this paragraph. 

16 k. COLLATERAL LOANS. Obligations secured by the pledge 
17 of an investment authorized by paragraphs a through j, subject 
18 to 
19 

the following conditions; 
(1) The pledged investment shall be legally assigned or 

20 delivered to the company. 
21 (2) The pledged investment shall at the time of purchase 
22 have a market value of at least one hundred ten percent of 

23 the amount of the unpaid balance of the obligations. 
24 (3) The company shall reserve the right to declare the 
25 obligation immediately due and payable if at any time after 
26 purchase the security depreciates to the point where the 
27 investment would not qualify under subparagraph (2) of this 
28 paragraph. However, additional qualifying security may be 
29 pledged to allow the investment to remain qualified. 
30 1. OPTIONS TRANSACTIONS. 

31 (1) A domestic fire and casualty company may only engage 
32 in the following transactions in options on an exchange and 

33 only when in accordance with the rules of the exchange on 
34 which the transactions take place; 

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

-9-
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1 (ii) The purchase of exchange-traded covered options 
2 solely in closing purchase transactions. 
3 (2) The commissioner shall adopt rules pursuant to chapter 

4 17A regulating opLion sales under this subparagraph. 
5 m. OTHER INVESTMENTS. 

6 (i) A company organized under this chapter may invest 

7 up to one percent of its admitted assets in securities or 

8 property of any kind, without restrictions or limitations 

9 except those imposed on business corporations in general. 

10 (ii) A company organized under this chapter may invest 
11 its assets in any additional forms not specifically included 

12 ~n paragraphs a through n when authorized by rules adopted 
13 by the commissioner. 

14 n. RULES. The commissioner may adopt rules pursuant to 

15 chapter 17A to carry out the purposes and prov~s~ons of this 

16 section. 

17 Sec. 2. section 5158.5, 

18 1981, is amended to read as 

subsection 1, paragraph a, Code 

follows: 

19 a. Be obligated to the extent of the covered claims 

20 existing prior to the determination of insolvency and arising 
21 within thirty days after the determination of insolvency, 

22 or before the policy expiration date if less than thirty days 

23 after the determination, or before the insured replaces the 

24 policy or on request effects cancellation if He the insured 
25 does so within thirty days of the determination. 6~eft This 

26 obligation shall include only that amount of each covered 

27 claim which is in excess of one hundred dollars and less than 

28 tHree five hundred thousand dollars, except that the 

29 association shall pay the full amount of any covered claim 

30 arising out of a workers' compensation policy. In no event 

31 shall the association be obligated to a policyholder or 
32 claimant in an amount in excess of the faee-affl6HH~ specified 
33 limits of the policy from which the claim ar~ses. 

34 Sec. 3. Section 521A.2, subsection 3, paragraph a, Code 

35 1981, is amended to read as follows: 

-10-
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1 a. Invest, in common stock, preferred stock, debt 

2 obligations, and other securities of one or more sUbsidiaries, 

3 amounts which do not exceed tRe-~esse~-sf-teR-~e~eeRt-ef-8~eR 

4 ~RsHre~~s-aSSet8-er fifty percent of sHeR the insurer's surplus 

5 as regards policyholders, provided that after such investments 

6 the insurer's surplus as regards policyholders will be 

7 reasonable in relation to the insurer's outstanding liabilities 

8 and adequate to its financial needs. In calculating the 

9 amount of such investments both of the following shall be 

10 included: 

11 Sec. 4. Section 521A.3, subsection 4, paragraph a, subpara-

12 graph (3), Code 1981, is amended to read as follows: 

13 (3) The financial condition of any acquiring party 1S 

14 such as might jeopardize the financial stability of the 

15 insurer, or prejudice the interest of its policyholders Sf 

16 tRe-±Rtefe8te-sf-aRY-fema~R~R~-seeH~~tYRe±ae~8-wRe-a~e 

17 HRaff~±±atea-W~tR-8HeR-ae~HifiR~-~afty. 

18 Sec. 5. Section 521A.3, subsection 4, paragraph a, 

19 subparagraph (4), Code 1981, is amended by striking the 

20 subparagraph. 

21 Sec. 6. Section 521A.3, subsection 6, paragraph a, Code 

22 1981, is amended by striking the paragraph. 

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

24 EXPLANATION 

25 The bill relates to the regulation of lnsurance companies 

26 other than life insurance companies. 

27 section 1 strikes the existing provisions which govern 

28 investments by all insurance companies except life companies, 

29 and inserts revised language. Generally speaking, the revised 

30 language authorizes a broader range of investment. Section 

31 1 also incorporates a revised version of language previously 

32 contained in a different Code section, relating to investments 

33 ln real estate. 

34 Section 2 amends the insurance company guaranty association 

35 law to modify a provision that limits the liability of the 

-11-
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1 guaranty association with ~espect to any given policy claim. 

2 Presently. the maximum liability of the association is $300,000 

3 or the policy limit, whichever is less. As amended, the maxi-

4 mum liability of the company or. any claim would be 5500,000 

5 or a lesser policy limit. 

6 Sections 3 through 6 strike some language from chapter 
7 521A relating to the regulation of insurance company holding 

8 corporations, the stricken language apparently being of no 

9 effect because of preemption by federal law. 

10 Section 7 repeals a Code section that is incorporated into 

11 the revised version of section 515.35. 

12 The bill .!ould take effect July 1 following enactment. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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AN ACT 

RELATrNG 1'0 TIiE RECULATION OF INSURANCE TO THE EXTENT OF 

A."tENDING OR RF.PE,\LING PROVISIONS IN CODE SI::CTIONS 515.34, 

515.35, SlSB.5, 521A.2 AND 521A.3 1~ PROVIDE FOR THE 

REGULATION OF TIfE INVES'll1F.N1'S OF INSURANCE COMPANIES 

OTHKR TIlAN LIFE, 'ro ~tODIfl' THE MAXIMUM LIABILITY OF l"HK 

IQIoo'A INSURANCE GUARANTY ASSOCIATION, AND TO REl'lOVE CER­

TAIN l'RovrsroNs RLCULA'fING INSURANCE HOLDING COMPANIES. 

8E IT ENACTED BY TIlE G8NERAL ASSF.MBI.Y OF THE STATE OF IOWA: 

Section 1. Section 51S.3~, Code 1981, as amended by Acts 

of the Sixty-nj,nt.h General Assembly, 1981 Session. chapter 

169, sec~~ion 1, i::; amended by striking the section and 

lnsC!rtinq in li.eu t.hel'cof the following: 

!i15.35 INVESTI1:ENTS. 

1. GENERAL CONSIDERA'l'IONS. The following considet"ations 

apply in Lhc intel-pretation of this section: 

a. This aection applies to the investments of insurance 

companies Ot.hC1' than life insurance companie!;, 

h. The purpose of this secLlon is to protect and further 

tile interests of policyholdpl's. clai.mants, cl'oditon •. and 

the puhlic by providing standards fot' t.he development and 

admirnstt'ation of programs fOl' tht~ investJcent of t.he aSEets 

of co:npan1es ol'qanized under thi s chuplCl', These standards. 

and the ioveGt..'1'Ient Pl:ogt·dm5 developed by core.panies. shall 

t,llkA into accounl t.he safely of the comp;lny's principal. 

e e 
House File 235>8. r. 2 

lUvcslroent yield and growth, stabi,lit.y 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 t.Cll'ns relating to companies other than 

insut·ancc companies have the meanings assigned to them under 

general.ly accepted accounting principles. 

d. Investments shall be valued in accot'dance with the 

valuation procedul'es est'lblished by the national association 

of insurance com:nissionet·s, unless the cor.unissioner require!> 

Ot· finds another method of valuation reasonable under the 

ci1'cwnstances. 

e. If an invest.rnent qualifies under more than one sub­

section, a company may elect to hold Lhc 10vostrnent under 

the subsection of its choice. l'his section does not prevent 

is co:npany from electing to hold an investment under a 

subsection different from the one under .... hich it pl·eviously 

held the investment. 

2. DEFINITIONS. FOI' purposes of t.his section: 

a. "Admitted assets", fo[" purposes of computing percentage 

liMitations on particular types of investments, means the 

assets which al'C authorized to be shown on the national 

ass.ociation of insurance conunissione1"s annual statelnent blank 

ilS admitted assets ,lS of the December 31 immediately precedinq 

the date t.he company acquires the investment. 

b. "Cleat'ing cot:poration" means a.s defined 1n sect10n 

554.8102, subsec1.ion 3. 

c. ·'Custodian bank" means as deflned in seetlon 5>54.8102, 

subsection 4. 

d. "IS!H'er" means as defined 10 section 554.8201. 

e. "Hember bank" l:"Ieans a national bank. state bank. or 

trust company .... hich is a iTlj!lfIbcr of the United Slat.es federal 

reset·ve system. 

:t 
:n 
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IIC)IIS~ Fll~ 71S8. P. 

"t\";.I()nil1 ,;ecuriti"'$ p.xchallg~" means ,111 exch,tnqe 

regu:;t(:led lll~d(!!' ~ect.lon (, oj' the S(!CUIllH,'S Rxchanqe Act 

of ~S3,1.J~ l:x,:~·.<ll~gc requLlted unde) the ~d""n of ehte' DO:TllnlOIl 

of ::'mada. 

I). ·'Ot.liqatioJ)s" includes tlonds, notes, deh~n1.\.rcs, 

t.ram,:portiltll))l <:q\iiptnellt CCJ'tl flcllte!'>, dorncst.lc tepurchase­

d.gn~e:'ller.t!;, .moJ obligdl,lons for t.he payrnent. of money not in 

dt:fdul!. CIS ~,() payrntmts of principal and intet'est on t.he dat.e 

cf invebLaent. · ... h1Ch constitute qenerdl obllg,'ltlons ot the 

tSS\l~~t' or p<lY,lb)e only out of cert.\lr, I:cvenuer.. Ot· cf'!["l.aiu 

ftlr.ds pledged or ot!lel'wjsc dedicat.t!d for paynellt ~1' pnncipdl 

an::' l:)ter~st Oh th~ oblHJatio(l!J. A lea<:;:e ll7, <"In ohllg;ltlO~1 

11 U)(: 1t:,!S': IS assIgned tJ) Vu, lIU;Ut:Ct and lS nonterrnln,1.ble 

by ~',he les~ee upon (ore('losure of ,lilY l~cll ~lpOI~ t.ht: ledsed 

p":0l->e:::ti·, and tt :~lItdl paYl1lent~ are !;uffLciP.':"It tv ilr.lol't.l7.e 

t.he inVt~stt")(:llt o\'er the prlmaty lease t.L'n· 

J [NVJ:::)"ll-U':N'r~ IN NhMl£ OF COMPAltY OF: ~::)r-;INF.F. ANI> 

l'hOIiI BIT 1 C·~:; . 

,'l. "'. cOrt'pany'f. investnent.G !;.h,.ll ht~ held ,n It I'. 0· ... ·1\ ndlll~ 

(;t t.11t: T".Cl.~e of tt.s n01Ul lie!! , exce~t as (o~lo"";:':: 

(1) Inve$tme:'t~ nay be held 111 the :l,lmt~ ll! .1 cl(!dl inq 

;:oqwtat.IO:lol :)f ,I cllsl,c:}lilli h,wk or l!1 the name of I.h(· 

1l0mlr.ee cf ""ltl~~:· on ':.he fcllo ... ·ing ~:oJldiI.IO:1S 

(1 1 '!'~v~ cl(':,I\'inq corpol',ltion. cUbi.od.ltlt~ b,:mK, or nonll;"lee 

must ~e leqd:l:r autho), l<,.eJ t.O hold ~he p<,>:·ti:::-'J~~r inv(~strnt:nl 

1.'01' ehe ,H"COU!lt :.;.f (~tht~n; 

(I~) ' ... ·hen the lIwe'SOt:ncnt t:~ e·.'idencp.d by <1 cel'tificatt· 

and 11t~11 :1; thc: n,lml:' of a C"usto:!ia!) ban..: I.)t :,hc' n(l;nlnt~e Ot 

" cl,,,t<:d1,lI) hank, " · ... rl~.t.r.n ;qt'p.eiTlen~. ;;hall p:ovldc: t.1I.'ll 

(7(:l·t.l! •. ;-'1le'; !;u d(>I~();';ll .. .'d :.,h.:tll tit .1il t.lrn\::' t(~ .. ept. at::p-:lrat.t~ 

il!l<i apan. !'nw· ;)t.ht~t' df:>:f(IG1tl:; '-Il~h th~ dt~pOSllOl'Y. ~;U t.h'I 

at d.1 lLIIC! LI~Y 1""1 IH: ~dt!!ltl::'led as b(.'l(l",q~:lq $(deJ'j ·~o 

tIlt.· ;"o:np<ll'.i rn.lkl nq u~~ O(;P\l~ I I 

,,1I \) L d :;I(~ilL');)(l c;ltp(:nlt~oll ~:.; T.O <al't ,l!; j~:pOSit01Y. 

lltt' ~:Ivest.rrellt 111<1)" b"" meL'"J~J 0: hE~~d lr: },'"I-: III U:(~ II,U't~ (If 
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t.he clea!lng corpOr,!itlOn or It.S nonllnet: with othel' lnvest.rnenl.S 

deposited w1t.h the clea1'lng corporatlCm hy ani' other person, 

lJ is wntten aqreetrent between the clcdl'l.ng cor901',lt',i,on dud 

U)(~ company provides that adequat.e evidence of the deposi t. 

is to be obl,dlned and retained by l.he cO(tlpany or a Cust.odlan 

bank. 

(21 A company may loan stocks or obllgations held by 1t 

under this chapt~t' t.o ,1 hl'okc)'-dealer reglstered under the 

Securities ar,d Exchange Act of 19301- 01' ~ meltlher bank. The 

loan t;lust be c,vi<!.enccd by .J wri.tten agJ't~~~ment. which provides 

all of t.he follo ... ·ing: 

(il That. the 10dn will be fuli.y collat.e)'c:ll17.ed by ca&h 

OJ' obl1g<",ltl CH\S Issued or gua.ranteed by the Uni ted 'St.(ltes Ot 

<":1\ aqency or dn i nf~ tnutlen tall t::' 0 t the Un i ted S ta tes. and 

that the col~atelal will ht! adj\~sted .1S necessary each business 

dilY dudnq t.he te1'm of the 10dn ::'0 maint,un the I'cqu.ll'cd 

collateralizat.iotl 1n the eVt!nt. of mlu'ket value changer. in 

tht~ loan~~d s€:curitier. or collatera.l. 

(ii) Th<tt the loan may be t.enlllflat.cd by the company at 

any t.ime. <wd t.hat the borro .... er \o'ill return the lo,med 61~ocks 

or obligation!:; 01 t~quivalt~tlt. St.OCkff 01' ot>llgatlons wlthin 

fl\'t~ bUS1tlCSS d<lYs after terminatlon. 

( j : i) Tha t the cot"lp<tny hal; thE: r 19ht. to t'eta t n the 

c~d:at.eral Ot' use the collateral to purchase inv(':~t.tr.ctlts 

e"u~valent. to t.he loaned securlt.it·~ If' l,tte ho1'ro ... ·er defaults 

,mdt!:' t.he te rns 0 ( the agr~E:ment. and t.ha t tl)e nor ["owet· !'er.'lc'l ins 

llable !',H any losser. arid expenses incurt'ed b~' the cornpany 

due to defdult tlta~. <H'e not C"oven~d by t.he collllt.er,ll 

(:i) A company "ay pM t lClpate through a rnember bdnk 1n 

.H~ Unll.ed St.ates federal l'eSel'Ve book-(';nt.ry !.'.y~~ten. and !.hc 

!e~'ot'ds o( the' rnern.bf~I' bank !'.h,'llj: at. Illl t1mt!S sho .... that. t.he 

~nvef.,:JI\(:nt.s an! h~ld fot' t.he cO'llpany or f01' specific account!> 

.)t t.ht: conp''lny. 

(4) An ll·,v",,'!>tJrIe)H. 11'<'l,/ c(.ns:st of <H) indi·.'loUdl lnterest. 

In il pool of obi iq,]t,lOHS or a ftacT;:,lonal J.nt~t·e!Jt 11". a single 

e 
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obliqat.lon if t.oe Cf':rl.i ficdte of I'ar:liclpatlon or lntet'c~t 

or: the confirmation of particiSJdtion or lnt.erest. ln the 

lIwest.JTIent is l'3s~led in the ndt<_e of the companj' Ot" tht~ na:ne 

of tht~ custodlcln hank or. the nominee of eit.hf~r ~U1d 11 t.he 

1nU~re::;t 3-r, evidenced by t.he c.:~t"tlt.1Cat\~ Ot" conf1rmation 

lS, lf held by a custodi"an bank. kept sepat"ate and ,lpal"t" I."rom 

t.hc invest.rnent"s uf Ot.iWl"S so l.hat o\t all t.im~s ttl\! 

pcHticipation ",ay be identified as helonging $ol(dy t.o th~ 

cO:-lpany rn.lld.ng t.he lnveslment. 

(~) Tl"Clnsfers of ownership of inve1itnent.s held ClS de­

scribed in pdragraph a, subparagraph (1), subdivision (i i 1), 

,Hid sllbl)aragr~1ph~ (J) and (4) rnay be evi<lenc:cd by bookkeE:p-

1n"1 entry on the books of the I S:illel' of the in\'estment., 1 ts 

u".:Htsfcr or reconhng agent. or the r;lC<ll"itl<j cOt"pOrdtlon 

without. phY!HC,11 dcliveL"Y ot certificate. it any. evidenc.ing 

the company's investment, 

b. Exc~pt as provided in p,u:agl",lph d, subpardqr:aph (S), 

if <111 i nVf~strrel\ t. is not. ev l.denced by a ce r"t i flea t.e, c\dequ;, I.e 

eVldence of the C"ornp,lny's investrn(~nt shall be oht,lined frorn 

the i'H~IlCl" OJ iL; trc)nsfer 01: I"ecordinq ,\gt~lIt and !"el.<lJtu~d 

by the corn9any. d clIst.ocila/l hc\lik, or cleat"inq corpOt"atlon" 

Adequat.e e'Jidr.nce. for purpoc,eo of this patilgraph, rr.eans .\ 

WL"ltten receipt or ottWt" ver"it."icatlon issllcd hy the depm:itol"Y 

or is~ucI" ell" (.I custodian p<m~ which sho· .. 's that. the inveGt.ment 

is held for the c:o;np,Hly. 

1. INVF.5TM}O.JITS. Except "s othennse perrnitt.ed by this 

bect.ion, a company Or9dniz.ed undC'l t.hio ct',lpt.er c:-ay inv(~st 

lrL t.he follo ... ·lt)(J and no ot.heL"; 

a IJNITIID S'IATRS GOvt::tum}o:NT 08LIGATIO:-l$" ~lbl19dtioni6 

1l>sued 01 :lUd r .:.nteed by the Un~ t.(~d S t a tef.. () J an ag~ncy or 

lflstntr."lCnt,llil.i' of the UnlU~d St,ltes 

h" n:RTAIN f)EVt::l/)PHF.NT SA.'n: OFH,}f;.;TlON5;, ()l.1igatlom; 

IS5U~d or quar,lflt.ped by tht.· inter"natio/l,d o.:mk fIll 

rpconslr;J(:tion and dev~lopmellt. tile A~~ldn d.evelopment. bank, 

t.he intet"-tJUl'[lCiHl df:\,\;loI)rrent t...an'.;, t.he expOl"t"-llUpolt bank. 

- e 
House }o'i1(; 23~8. p" 6 

I:he ....,ol"ld hcmk, or <'lny uni ted 'Stat.es gov(~nUT\ent-(;ponsot"ed 

ol"ganiz<ltion of w)uch the Unitpd St.atelJ lS cO m~rnber, if the 

princip,'} and interest is p,:\yable III lJrIlted States dollars. 

A cOl""lpany f>hall not lovenl more thdu flV~ percent of its total 

.:.dtai t ted "sset5 in the obI i ga t ions 0 f anyone 01 t.hesc baoks 

01" organizations. dnd shall not invest. 1I\0H! I.hJlTl a total of 

ten pen:enl of its total adroitt~~d assets 1n the obl.ig,ltions 

.:.uth(H.".i7.ed by chis paragraph, 

eSTATE :)BLIGATIONS. Ohllgatlons iss\led 01" gUclranteed 

by 61. 'Gtate of the Unlted States. OL" a POllUCill subdivision 

of ,1 st.,,~:e, or an instrumentality 01 <l state or polil~l(;al 

Goubdivisi\)f) of a stdte. 

d. CANADIAN (;(lVERNMI:.'N'J.' OBLIGATIONS. Ohli'l,1tions iGosued 

01 gual"anteed by the IJorninion of Cilnada, Ot" by <111 agency or 

provlnce of Ci'll\ddd, or hy " pollt"ic:al Hubciivislon of a 

pl"OVlnCe, 01 by clfl instrument.ality of any of Lhose provinces 

or political subdlVisl\ms. 

e. CORPOHA'IE AND BUSINESS TRUST OBI.IGAl'ION5, Obligati"ons 

ir.lJued, aS$umf~d. ot" guaranteed by a cOl"porati()o 01" but:.ines& 

t.nl3t ol"ganized under T:h~ I" .... '" (If thf! Unit.ed States or ,1 slat.e 

of the Uni t.t~d St ... tes, or the lawG of Canad,l 0)" ,1 proV1nce 

of Canada, pI"ovided U)<It a company Sh~111 not invelJt mOl"e t.han 

five pCl"celit of its adn'>itted asset" .in ttw obllgations of 

anyone cOl:poration ur" businer.s tt"ust. 

f" SroCKS-o ;., co:npani' m,1Y Invest 11\ common stocks. corn.'1lon 

stock equiv.;tlent.s, tn\lt.uaJ. fund "hat"ct';, sE.'curitleG convertlhle 

int.o com~on stocks {Il" cO:1'IfIIon stock equ1valents. or pn~fer.red 

;:~t.ocv;s lssued OJ gual"ant.c0d by ,1 COrpOl",ltion ;.ncor"porat~d 

undeL the law!: 01 the thnted St,lt.es 01 Cl sU\Le of the Uni t.r.c 

St,l:(,,,, 01" tnc laws of C,lTl;ld.:l 01" d provlnce of Canad,l. 

(I} slc:;:k!, purchasf~d undcr thi!; f.t~cti():1 sh .. lll not exc(,ed 

one ilundl"{!d pC1C(~n" 01 ('opital dnd !;urp~u~. With the approval 

of t.he COlUt"-I1~sionel. ,1 c{)IlIpany m,lY inve"t. any ,lmount :t~) common 

sto::k:~, pr"elet"t"~<i !.;t.oc:k:-., or othp.!" r.eCI1r1 t.l':!'i of one or more 

sub!~:i.dl<'I·ic:=; prcvldt"!d t.Dilt" aft""1 'four;h i.nvest:'lIent3 th'..: u\sl1rt!r's 

:I: 
:n 
~ 
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~;~lJ'plu!> <1'; n:q:lrril:; pulicyholden:; ... ·i11 be rea:,0:1"ble- ::, l·el,I.t.lon 

10 the: In;';UI'(~I''S o~.tst<1nding ll.:thilitip.t: dnd <ldequate to lts 

:' i.J' •• )n": i:.l :-:-=<.-J! 

(7) A corr.pany shall not. U)'Jesl n'.ort! t.(1,1n t.(;n pt:IC(~lIt ot 

it!) S.lplU11 i..md surplus u) t.he: st.t)ck!-; of dr.y o;w C()lPOl'"T.10j\ 

q. RLA1. E~>"ATI:: f'lOR1'GACE5, Mortqdg~s dnd oU,(·l' lnt.~re::;t-

h(~i\:illg seCU.nt1e'G tnat are flJ!)t hen:; upon 1(:,11 e:.;tdte 

lo.::ated w,tilln th:.s :~t.al,e or any nt.he: st.at.e of ttv: Unitcd 

;,t;ltt'S H01.,>(·ver. d rno!·tg,l',Je or other Gee-.ll 1 t.y doe!; r.oT. qU;111 fy 

as an 1wp:sl,n'_~~nt. uader thi'G P<Hi!gl'aph 1 f ilt the d,lte 01 

.:lCqIlISi!',io~l ~he tot,al lndc!Jt".t:dl:(~';S ~;ect;r~d ":..y ~.h~ lle:t (:xCt~~:d!; 

!:-(~vent.y-L--l\~ pt:~'cellt. of (he 'J~l'...re ot' tht: pn)p'!:'t.y t.il,H. I.S 

suDle/..:t to I.h~ lie-no ~mpl'OV(!II\\!nh~ S;l,lll not. be ::-on$ld~j'ed 

ITt t:F,t.indtln{! v,II .. .\(· Im~ess the o',mer ::-.Ollt":",~:t:; t:, ~(~ep ~hem 

inr,ured dU:lr:g ltH.: life of tJ,,= IOd)) 1f'. (;nt: (H' I"()I'\~ l:I"'liabl~ 

t~l't: IOSIlt',}t1ce co:ni!c:nlc:.; i'tUt.i.ol'i;-;ed tc tritn!;dct hU!..'lne:~s ~n 

Uti" sta':,e ur:d fOI' ,) Slim dt ~O::,1.$t equ,tl t.c t.:)f~ (:xct"!"!.~ of the 

lOdt"; ,llI:)"-e ~:f!v~llt.y-f~ve pC)'(;t!ut. 01' I,hf! \',1l\l/? l~1 t1H~ g(Otl:)j. 

~'XCL1!)ive of l!IIP!()\'(;:'I(mt". and ut'.l-es~; t.hls I;U',ltr;,IlCe i~, p,1.yacle 

in C~ll-i(: (;! I:!s~: .,'0:' the compaoy IINel:>~,ln<;" ~tf., fU;ld!; ':1;" lb, 

1nt(~1·€'.:.;t mal dPp'~ill' ,It the tIme :)1' l():·~s. F:H Ut(: pllr:po~,e 

0f thl'; se::t,io:L d ll~ .. n Ui;OIl :'(::11 1~~,L.:,e ~ilall not be :II~IJ 

'.)1' conGtrued to 1.(' ol,ht"'f ~hnn 3 fir:.;l IIt·o hy 1'~~<n:;Ol" :of -:he 

f.:.-:"t th.", dl'illn".ge (;1, ottwr impnJ'Jcment M.'!:e:;r'>IIl(:at$ ),;l'Je ht:('1 

Je'>'ied dg':"l))st tb~ )"1"',11 ec.tdte ::o'.'t:rt!d hi' t.h~ .l~en. ·",hE.'ther 

O! I!:)t t.tl.: i;l~t.lllme;lt ~I' Uw <I!;~:~!".'::TIel~t" )~-3V(' llI"t tll'.~d. t,ut 

1:1 de"-eL'mlrl~lhJ UH~ Vi.,.:.l€, ;.)1' th.' It·.J.l e~tilt.t: fOl ~o<tn PUlPO:;t:E 

the .In'ount o( J[<I~nilgt! :')1 otht!: -3!::.,<.-~.:"lIer!t t,IX th,)', l:'; ur.p<lloJ 

shall be fi I'St d~d ... cted. 

h. 1<I::AL I:'STATF. 

(I) r:x("'~pt ~1:' PlO\,I:1\d lit <:)\;bP.J.;;lql'ilph,' (;>1, ('3) dl~d ;'~l 

of :lllC, p:ll'a9t'<1~l'., a c(::'1~dnj-" !Tt":'-- ,lcqti1re. ):(,1<1 

I'(~,'.~ t~l):..:.te only n::, 1ol1o~·.',;· 

1lld C')I.v~r 

I l) i;:t!'31,j '~!;t'lt.~ lIIo1tg,lqed ~.:) _t 1~1 'Jooc. t<llth :lS ,:f!l'Ut'lty 

J(.l 10,11t~~ PI:~'v1(;usly C(jJ~t:ld::tt~d, ')1 ·(11 '-lO):~y,; :lu~. 
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(ll) Real (~st,1.te convey;~d t.C It. lO l-i,1tl:·;fact1on of oebts 

~revl")\Il;.1y -.:olttr-'1ctt'd in tllt~ ("Olll':;t~ o! Ib', d~<I}lnq~: 

(lli) R(~i\:' estdte purchased ,""It l-i<l}t:S 01: ; ',ldqmC{)I.s, o(;<;r!!e:.:, 

01 1Il01·tgdgt~S oht.;I,:)('d 01' rr:.:tde for delits ;)I't!'v',otis1j' cont.l'<lcted 

In the courl:;e of lts ,leilllngG. 

(iv) R(:,)l ,;::;tnt(: !>ub)er;--. tv it conl,li:cI. for: deed undel 

' .. :hlCh the COIllP'lI1Y :.old~ thf; velldoj"s llltt~J'(~!',t I,v se::,ln~ the 

p;tymt!nl,'S the 'Jendt!e I~ I:equlled t.o l"Iake undeI tnt! contl'ac:' 

All 1t:,,1 (;st.ate !>pec.(led In ElIh(iivl::,lons {I). (Ii). ~nd 

(ili) (.of th~:~ ::;ubpitr"qr,1plt ~;hi,ll :"t\ snld illld dlsp()st~d of 

·.Jlthln ttll'et! yeat:~ <ltte1 t~(: cDmp;HlY ,lcqulre!j tltle to It, 

01 W:~.h'.n thl,ee Yt:'dn, aftt~I' I,)V; redl estilt.e ce;:~es t.o bt~ 

l\eC(;S,;,ll"Y (01 t.h(: <lccoro.:TI~)d""lon t)t T,11e ("ompany',.; ~U$i.tle!.;~:, 

,1;)C th~ C011\~,<H',}" Bhall 1I.'t. tl(,I.:1 any of t~ose I)1"Oy~rtie:-~ :or 

a lonqeJ' p('nod unle~:; t.'I\: c(!n'lJany elect!> to hOLd t.h£: }.I1,ope!'ty 

11:)<kl' ~,noUH!'l P;Il,19r,lph of ..:.h1l-i s~:cI,lOl\. \)1' tUlle::,s tht"! C"o:npany 

Pl'OC'...rl('S ,1 Ce(tltIC..tt(: ':'r()m the ("onL")n:';!;l():H~; 01' In:~UI'<"\CC 

t.j),1.~ It.!O l"t.~:I't:st · ... i~l ~.'u11(:t 11l"t.I!rl<l11~' by the (o!'ced sale 

~1 th:)~~" pl·opert.ips ilnd ~IHt the tinlc !Ol t.lte :~'1l(: l!i t!xtcn:i('<\ 

I.e t.he tllllt: lht; (;OnflllS!;l<;n~:1 '!In~cts In tho:: ce!·tlilcate 

(:?) ;' •• COl"Ipd~lj' :n"y ,1('quirc. hold, <lnd COIl' ... t:1' l'(:ill est.at(: 

i,:; required fOI the con·~·(>n1\:ltt .Iccolrmedat,l('n C!.nd t.r<tn'!>C!.ction 

u: l~.S h\l':~'U2'~~.'_ 

(3) ,\ ,:omi',~ny lIIil]" ,1('4.1:I~: I(:al Ct:tdtE.' 01 dn lnt~t't~st 1n 

1(.,,1 ~~~,-,'a"we .:os <1f) il~vf.>stment lot t.h~: Pl(h1t.ct~on o( lnco:-ne. 

:,nd ',I<lY t)(~l~l, l:apl'O\,(', ~H' otL\'r·"'l-;p. d~'J(>~op. SCCd~""ld(: 1':<1;1:'. 

S(·'. i, and co,l\'~~y 11::,11 (~~t.,lt.e st) ,.cqllircd dl~·ect.~y 01' ClS " 

IOl;lt Vl':nt'J),e 1:1 T.llt:ouqh <I llll'l;.ed :)J' <;('l1el':11 pil1'tner:;)u;; 

l~1 '..Ih:d, t.:1(! ("(..)II?dty u; <l partner. 

l~) t\ C(!ll'pani' ',\j' ,li'S() ,1cqu:.rr~ ,11,J hold l:!al esU1tc! ,I 

:w pll~l--C~,e 0: the '~Cq\ll!;ltli)l~ :.s t.O (~llh<:<llc~ tllt~ sillt~ \'''~l'~' 

of !"p',11 ~'St:,,~,~ pre'.'I()d~ly ,,~:qull"ed dnd h~ld toy the cOII'.par.y 

t:lltkl ~.hl~' P:)f,l<,}I"P", <I:ld 11' t!w ;:()mv,ny ~)t.p,~ct!, thl~ :.(-,,! 

~!;t,ltt~ l>(~ ~("'-i.·..rltt'd t? :.j.l<lll:"i t""del' ~',lIbp~lr.)'J:'iIF() {)] ()r (:;i 

;!/ ~,~1:"; ; .. :I':"jl',1ph .nt)l.ln thn~.~ ';ed1s <l1t~1 a(:q\li~;lt~Ol'. 

-
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(5) A comp,my may, <"lft~!r, sccut'.lng the w£i t.ten dppl"f)Va 1 

of che <';O:nmi"sloIH'!r, .\cqlllre and hold real ~s'.<.lte for t.he 

pUlpo'Ge 01 provldlll<j IH~Cp.~sdry Ilvlnq qUinter!> for it!> 

employ(~cs. UOI·,.evel", the company shall diGP~!;;e of the reid 

estate .... it.hln '.h)'(;t~ years dfter j 1 has ceased to be IH!CCf~sal·Y 

(or t.hat put"pose uIlIe!:;.$ the c:ol'IUfIls::;ionl<l' Ilqt'ces t() ,~xtend 

the holding period upon dppllcation by t.he comp.wy. 

(6) A CO)IIPllIIY Sh.lll not UWt!st more t.hdn t .... enly-t'lve 

pet"cent of its total admi.tted d!>sets in reni estate The 

(;o:.,l 01' " pan:el ot' real est.ate held for both the ilCCOl!".Iuouation 

of busineGs dnd for the production of inco;nc stH\ll be allocat.ed 

bel~\Jeen Lhe t. .... ·o uses alUmally. A company Gilall not lnvcst 

n·.Ol'e than ten pet'cent of its tot'l.i admitted aSGet~ in real 

ct->tat.e ht!ld under suhlHlnlgl:aph (.l) of thiD P,U·dql'<lph. 

(7) A conpanj' is not ("cquil:ed t.o dlvest itl:;elt oj n~dl 

estate assets o .... ned or contl'acted fOl' pl'lor t.o the effective 

dat\~ of Ulis Act In ot'd\!I: t.o conply .... it.h the limlt.atlons 

est'l.bl. ished tinder this p<ll'dqraph. 

1. l'OREIGN UNESTt·t£NTS. Obligations of and inve!>tment~ 

111 fot:eigll count.rles, as f()llo ... ~: 

(.1) A company may acquire and hold othel' lnvestments in 

foreign count.nes tiJ<lt at'(~ n~qtli n~:1 to be held as ,1. condi tion 

ot dOing busines!> in tho~e countries. 

(2) J'. <;o:npany r;,',ij.,/ ltwes1. no .. rnot'e th,\O t.wo p(~I'cent of 

It::; <ld.·lll t ted as.Deto in the ob 1 iga t i on~ 01 f01:e i gn 90venuncnt.s, 

C"or:pol·at..lOl)s. 0[' hu:.,inE!ss trust.s, Ot· in t.ht: st.ock!.; OJ' stocl.{ 

equivalt:nts of foreign corpol·atlO!)f., 01' business tt'usts and 

t.hen only if I.iw obliq,lt.ions, .. tocks, or !;I'.ock equiv,l.lentl) 

ar~ regl:l.arly t,taded on the lie .... · Yot'k, Londoll, l'ilrls, ?llrich, 

Hong 1\01'1'1. Toronto, or Tokyo stock eXcll<1ng~, 01' d ~Hnillat 

exchange appr,wed by th(.· C()trJII1SSIOfH~r by l'uie OJ' ordel·. 

), PI::XSOl'AL PR0P~RT\, UND.l:.:R LG/,Sf;. Perf;on,1.1 PtOPf::t:tj' for 

intended 1eaf.,e 01 n~ntCli. by t.hc c;)mpany if) the United ;'1..lte::.: 

01 Canad'l, A COlllpCltly 5hall 110l 11l'.'e! .• r ;notE.' thiltl fi'~'t! p~t(;ent 

e,f 1 t::; 'l,(.1MI ttr.d il,Sf.,ett. UII:l(!t: tillS P,H,l,gt "ph 

-' • 
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k. COLLATERAL LOANS, ObllgdtlOfl!> s(:cur~<i by the pibdgc 

of an inveGt,'ent. duthorii',cd by paragraphs a thI'CHlgh j. subject. 

lo the follO'oHng coudillons: 

(1) The pledged invest.rnent 5hall be leg.:.lly ;}5signed at' 

de I i ·,'e red to the comp'1IlY. 

(2) The pledged invcf~t.tneJlt shall at the tine of pUl'ch~'ne 

have a mat'ket value of ell least one hundred U'n peJ'ctmt of 

the iln()Unt~ of the unpald b"latl<.:e of' t.he obl1gatioos 

(3) The company f~h~ll r'eserve the r1ght: lo d\!cle.n.' the 

obligation iliUTIedlC\t.ely due and paY,1.ble if at any time aftcr 

pUJ'chdse the security depreci<1tes to the point. .... here t.he 

inver.tmp.nt ""ouia not qudlify under subpiH'agraph (2) of t.his 

p<ir.:.graph. H()'",(~vet". ,1.dd\tlonal qualifying security lIIay be 

plt!dqcd to clIo\.' the lnves1.tI'ent. t.O l'E:nlaln qualiflt:d. 

1 . OF T ION:; 'rlWlSACT IONS. 

(1) /\ donestlc fire !.Iud ca::;l:alty compimy may only engage 

III tht~ f'ollo\OHng transactions in opt.lons on an exch,1.nge and 

only '.then iTi accordance .... It.h the l'uies of t.he exchange on 

...,h i eh the t r ,)I\S<1ct ions t.ilkc pI ace: 

(1) 'rhe ::;ale of exchange-tl'dch:d covered opt1ons. 

(li) Tht, pIlI'chase oj' exch.mge-t.radcri c()vcled options 

$ol(~ly In closing ptuch<l!>e t.ransactions. 

(2) Tfl(: co:"'ltlli::;s.ioner ahall adopt I'ules put'!luant to chaptel' 

1 '}A leo.;ulat1nq option sales under thlS subparagraph 

~ OTHER I NVES'rMUlTS . 

(1) A company OJ'qilll.lzed \tilde! Lhis chap tel' rneW lnvest 

up to Ollt~ pet"{:cnt of ltl-'. iHimltted .:.r.set.!.'. in secu1'ltie5 Ot· 

ptopetty t)t' any kind ..... ithout rest.rJctions OI liru..it,ltiom' 

excE.'pt th,)!>e inpo!;~:"d on hm~int:s~ COl""pOt:atIOtiG in genct'al. 

l i i) A COm!)<l!)}, orq<llllzeci under thi.s chapteI cldy 1nve£,t 

lt~~ daG~ts In .lny i"lddtUolial ion'ls not. speclfic<1llj' included 

11) p.)r;~gr')r)H~ d t,hro\.l9'h n '.;hen aUt.hOt'lZE.'d by lules adopted 

cy tht~ cOr'ltn~s!'tiotlct. 

n, h'JLr:~ Til€' commi~;sloflet' m,lY adopt rules pursuant u~ 

ctlap'::,~l' 1·,',\ to r;ilP'Y O\tt thl"! puq)()st::s and prCVlf.,lOnS of ttli:::; 

;.,' ~ :: t. 1 () TI 

:z: :n 
m 
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Se:":. 2. Sect.lon 51')B. r" GUbSf':ct.lon 1, par,1qnlph a, CoJe 

1<:181, is art\cndt!d to re"d as follows: 

". De obllgatf:d t.o th~ (!xt.ent of th,: co\'(:t"ed CjiHtnS 

exist.ing pnor t.o the oetcl"/ulnation of insolvency i1JHl anf.ing 

wltlHn t.hirt.y days a(te)· t.he deterrnin<lt.lon of insolvency, 

or befon' t,he policy explrGition dat.e i( 1'.::5" t".h;lII t.h1rty d~y!.' 

after t.he del.cnr,in,lt.lon, or befo1"e th~~ lnoured repliv:es the 

po 11 cj' 0 I on xeques t e f ft!cts cance 1 1 i\ t10:"l l ( He .!:.!~~ 1 !!..sul·ed 

:ioes so witlnn thlrty days of the detc1"fllinat.lon. &\u:!h ~·hi~ 

obliqitt.lon shed1 incl\ldt~ only th,lt, <1mount o( Clleh cov~rt:d 

claim .... hich il:: in excess 01 one hundn~d dollars and les!) thiH': 

U,~ee fi\(.'t hundn:~d thousand ,h)l~ar::;, except thilt tho: 

a!Jsoclatlon She.l11 pay t.he (ull all"ount. of ,my C()vt!l·ed cli.~rn 

in·1G1nq 01lt", a: ,\ ..... orkers· conpeosal,lon pol ~cy. In 110 e-'.Jr::11, 

1-'.)).:.11 the associat.loll be obllgilt.ed t.o~) pvllcyholdel or 

clal!":"Idnt in an anount In e-xce,;s cd th~ +ItEl~-"UI'I~n'Mt ~p.t!el ~i~~ 

.~.~I:"I.i.~~ of the pol t;:y (t·ot!", winch the c1ai:n ,n:u;e$, 

Sec. 3, s(:(;tion ~>21A.2. subsection 3, P,wiHJ1"aph a, Cork 

1981, is <Imenr.ed to read <\s follows 

a. Invel-i'l, ln com:non !>t<.)ck, prefen~d ~toci(., debt 

obI i-l<ltions, ,111d o'lher Sccul"lties nf O)H~ 01" mort! sub£}d.~rie!), 

amounts .... hich da not exceed \!Jt.,_}el!'''(II!f'_El{_~eM_"e~t!(II!f'I~_ef_!'''.t!h 

tft"Kf!'el'..L~-a~"~,",M-Elt' fifty ~el·ct::nt 01 ent~h ~~e l/lSur.;>:l·';; auq.'llll-i 

<.1$ regards palicyhold~:l·s, pnwlded t.hat ~'\(tCJ buch lC·.JesI"J"lI~!ntG 

tlw lnGUt·p.l·'S surplus ,1" n~g<l1"d~; p011CyholdE.'l"!; · ... ill be 

t·eason,1hle 1n rel,\tiof) to the In!6U[(!t·,. outst,Hll..!lnq ll.:.hl ~ l-:'l~f, 

and ,)deqlldte to it.s fln<'-.n;:ial net::ds. 1:1 calcl.ldt.iu9 t}H: 

ilTt",l.Hmt of ~.ueh :nveo:.t/nents hot)) of the follo~:il'.q "ha:.l hE: 

lnc:ll1ded 

s(~C .. I. SecU.oII :l21A.3, sub::;~ct.lol\ 4, par,lgl·,1ph ;1. ';uhPill"i\­

gt~lpb (3), C0de 19111, 1~ ,1m~~nded ·_0 t·("!i\d ar. J01:0 .. '::;: 

{.j) Thf! fin"nc~<31 COIII.11tlOtl ,)f ,.lay ':'C:'lUlt·lng pan.!: 1,: 

such ,1~·; CIIlght. J("!op'~l·:hl~ t.ht> 111'.01'1\:1,11 !.>tah1llti ()1 t.ht~ 

lH!,lIl·eJ·, 0r· pn:jlhilce tnr: ~nt.(':("(:st ()f 1t::; ?oJ1(;yh(·.ld!)tl: fIot' 

,",P.'.:: -t: t\tel" I."I:I"~ - EI!· -"'hY-l'~l"dt:,..t-h~-I"H~~~I":t .,yhAl~ef!'~ -wh~- !\t't: 

~~a'ft:i.h~~~-w\~k-~~t:k-a@~~ •• ~~~-~d!~Y· 

e 

House ri~e 7358,? 1) 

Sec. '>. Section 521A.3, suhsect.ion 4, p<-or&.qtdph a, 

:Hlbp<U,lqr,lp:1 (4). Code 1981. is amended by striklll<} the 

aubparagrilph. 

Sec. b, St~ction S21A.3, !;ubst'ctlan 6, pal·"gtaph a, Code 

1981. lS 3nended by striking Ule paragraph. 

Sec. 'J, Sectlon 51~.14, Code 1981. is 1·epe,1Ied, 

DELWYN STIW:-tER 

speaker of the Hou};t~ 

TERRY E. BRANSTAD 
Pre,adent. of t}w :;en.:.t.e 

I h(-reby eet t1fy th'll this b1li. Orl(}lIl"ted In the House and 

lS kt.o ..... ·n .:J.S Hout.e FIle 23SB, Sixty-rllnth Gt!f1et·al Assembly. 
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