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HOUSE FILE .:z.3~.3 
BY COM.~ITTEE ON SHALL 
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Vote: Ayes Nays " ---- Vote: Ayes 

A BILL FOR 

An Act relating to t~e pledge of United States gover~me~l 

7 obligations or their function~l equivalents as secur~ty for 

3 the deposit 0: public Eu~ds. 

4 B~ IT ENACTED BY THE GENERAL, ASSEMBLY OF THE STATE OF IOWA: 
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S.l". H.2. 23 ~3 

Sect:cn 1. Section 4S3. :6, sllbspcciun 1, tJelragtaph b, Code 

2 1987, is amended by adding the following new unnumbe:ed 

3 paragraph: 

4 NEW UNNUMBERED PARAGRAPH. Direcc obliga:iotls o~, 0: 

5 obligations that are insured or fully guaranteed as to 

6 principal and interest by, the United States of ~"e,lca, which 

7 may be used to secure the deposit of publlC funds under 

8 s~bparagraph (1), inc~ude investmer.ts in an investment company 

9 or investment trust registered under the federa: Investment 

10 Company Act of 1940, 15 U.S.C. § 80a, the portfoliO of wr.ich 

11 is limited to the United States government obligations 

l2 described in subparagrapr. (1) and to repurchase agreements 

13 fully collateralized by the United States government 

14 Obligations described in subparagraph (1), if the investment 

15 company or investment trust takes delivery of the collateral 

16 elther directly or through an authorized custodiall. 

17 Sec. 2. Section 453.22, subsection 3, Code 1987, 1S 

18 amended by adding the following new unnumbered paragraph: 

19 NEW UNNUMBE!3ED ~~~A.c;f<.AP_I:!. Direct obligations 0:, or 

20 obligations that are ins~red or fully guaranteed as to 

21 principal and inte,est DY, the United States of Arr.erica, which 

22 may be used to secure public deposits u~der paragraph ·'a·', 

23 inClude investments in an investment company or investment 

24 trust registered under the federal Investment Company Act o~ 

25 1940, 15 U.S.C. § 80a, tr.e pcrt:olio of which :s cimited to 

26 the United States government obligations descr:bed in 

27 paragrapt "a ll and to rep~rchase agreeme~ts ~~l:y 

28 collateralized by the Cn:ted States goverr.men~ obligations 

29 described ':'n paragraph "a", ~f the i.::vest:nent company or 

30 investmen: tr~st takes delive~y C[ ~~e ccl:ateral either 

3: directly O~ t~rough all au:h~rized c!ls~odian. 

32 2X2LANA~rO~ 

33 ?tis bill per~i~s t~e pledge, ~s secu~~~y for c • 
oI..U;:'GS 

3'~ deposi~ed by a p~bl':'c ~ody :n excess c~ ~~e a~ount insured by 

]5 ~he Fede~al Depcsit :~SU:dI~ce Corpora~~,on, ~f :~d~rect as well 



S.F. E.:'. ~3":<.3 

A~ 
~ _ as direct investnellts In United States Gove~~me~t sec~rities. 

2 In 1986 Iowa Ac~s. chaptec :032. sections: and 2. the 

] general assemb:y ame~ded the model prlldent pe~son lllves:me~t 

4 !\ct dnd authQri.7.~d sec: .. .lI:it.Le~. inves:ments cf trust :uncis by 

5 fiduciaries to incl~de both d~rect and indirec: investments :n 

6 United States gove~~ment sec<lrities by permitting investmen~ 

7 in a registered investme~t company or investment trust which 

8 itself invests exclusively :n permissible United States 

9 government securities. 

10 In 1987 Iowa Acts. chapter 171. section 16. similar:y 

11 empowered state banks to invest in a registered investment 

12 company or investment t!:"lJst which itself invests exclusively 

13 in permissible United S~ates government securities. 

14 This bill extends the ~se of functionally equivalent 

15 investments in United S:a:es government securities to 

Hi permitting indirect investments to be pledged :0 secllre pub:ic 

17 moneys deposited with a ta~k in excess of the ?ederal Deposlt 

18 Insurance Corpora~ion i~sured amount. 
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House Study Bill 633 

Small Business "':"ld Commerce: Parke-r. Chair: Hnmmcl. R~nj.;en. Sherzan dnd Skow 

HOUSE j:'J.LE 

BY (PROPOSED COMMITTEE ON SMALL 

BUSINESS AND COMMERCE BILL) 

Passed House, Date Passed Senate, Date 
Vote: Ayes Nays Vote: Ayes Nays 

An 

BE 

Approved __________________________ __ 

A BILL FOR 

Act relating to the pledge of United States government 

obligations or their functional equivalents as security for 
the deposit of public funds. 

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

TLSB 8093HC 72 

dw/cf/24 



S.F. H.F. 

1 Section 1. Section 453.16, subsection 1, paragraph b, Code 

2 1987, is amended by adding the following new unnumbered 

3 paragrap~: 
4 NEW UNNUMBERED PARAGRAPH. Direct obligations of, or 

5 obligations that are insured or fully guaranteed as to 
6 principal and interest by, the United States of America or an 
7 agency or instrumentality of the United States of America, 
8 which are authorized investments under subparagraph (1), 

9 include investments in an investment company or investment 
10 trust registered under the federal Investment Company Act of 

11 1940, 15 U.S.C. § 80a, the portfolio of which is limited to 
12 the United States government obligations described in 

13 subparagraph (1) and to repurchase agreements fully 
14 collateralized by the United States government obligations 
15 described in subparagraph (1), if the investment company or 
16 investment trust takes delivery of the collateral either 

17 directly or through an authorized custodian. 
18 Sec. 2. Section 453.22, subsection 3, Code 1987, is 

19 amended by adding the following new unnumbered paragraph: 
20 NEW UNNUMBERED PARAGRAPH. Direct obligations of, or 

21 obligations that are insured or fully guaranteed as to 
22 principal and interest by, the United States of America or an 
23 agency or instrumentality of the United States of America, 
24 which may be used to secure public deposits under paragraph 
25 Han, include investments in an investment company or 
26 investment trust registered under the federal Investment 
27 Company Act of 1940, 15 U.S.C. S 80a, the portfolio of which 
28 is limited to the United States government obligations 

29 described in paragraph "a" and to repurchase agreements fully 
30 collateralized by the United States government obligations 
31 described in paragraph "an, if the investment company or 
32 investment trust takes delivery of the collateral either 

33 directly or through an authorized custodian. 
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EXPLANATION 

This bill permits the pledge, as security for funds 
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S.F. H.F. 

deposited by a public body in excess of the amount insured by 

the Federal Deposit Insurance Corporation, of indirect as well 

as direct investments in United States Government securities. 

In 1986 Iowa Acts, chapter 1032, sections 1 and 2, the 

general assembly amended the model prudent person investment 

Act and authorized securities investments of trust funds by 

fiduciaries to include both direct and indirect investments in 

United States government securities by permitting investment 

in a registered investment company or investment trust which 

itself invests exclusively in permissible United States 

11 government securities. 

12 In 1987 Iowa Acts, chapter 171, section 16, similarly 

13 empowered state banks to invest in a registered investment 

14 company or investment trust which itself invests exclusively 

15 in permissible United States government securities. 

16 This bill extends the use of functionally equivalent 

17 investments in United States government securities to 

18 permitting indirect investments to be pledged to secure public 

19 moneys deposited with a bank in excess of the Federal Deposit 

20 Insurance Corporation insured amount. 
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IIOU$;; l'iL!: 232.1 

1H~ ACT 

Rf.LA1'!N0 TO nu: ,'lJ:OGI: or UNr-r£D S':";\','~;S G~)V~:R~."".!:NT oal.IG,;'r10NS 

OR -tHE IR YUNC1'IO~AI. I:OU I VAC!':NTS AS SECUR I TV rOR 7tn; D::POS 1 T 

OF PU3LIC fU~[)S. 

:U: J7 ENACn:o flY r:iE Gt::-'E~A!. ASSE.v.BL'i Of' Tm: STATE: or !OWA: 

Section 1. Section 4S3.16, s-'lbs~cllon 1, pC\c.Hlraph b, Cod~ 

1987, I S amended by add i r.g the f 0 ll~,"' i nq nl· .... unnu"ber ec. 
para(jraph: 

N[W ~~N~_~~~:~!:~ "AnAGRAN{. 

obligations that are ins~red 

Direct obligations of, or 

or fully guaranteed as to 

principal and i(\t.er~st by. Lhe ,jniLec Statcs of America. ,"'oicr, 

rt!..ly b(.' u!)ed to secure the d('P05lt of :)ubl ic funds under 

subpclragraph til. include irwestoncnts in an investment company 

or investment trust rl'gi$t~red ur.def the federcd In\'e~::':ot~nt 

Company Act of I'HO. 1S U.S.C. § 80a, the portfolio of Ioo'hich 

lS li .... ited to the United Slates gove~llment obli9ations 

dr-scribed in subparagraph (1) and to repurchase agrp.enents 

fully collateralized by the Unit.ed States qovcrn~enL 

obligations describ(!d in subparagraph (1). if the investl!'enl 

comp.any or invc5tment trust tak~1> delivery of the collatcral 

~ither directly Of thro\l<;~ an authoriz<,d cu~t,odi.an. 

Sec. 2. Section 451.12, ~ubgection }, Code 1987, is 

am('nd~d by addin9 the fol10...,i"9 new ~nnumbel'~d paragraph: 

F~~~N.~!:,Kt~EO ~.'~R;',GRA,P.~. Oll'eet Obligc'Hions of. or 

oh~i.C;cltlons that are- insured or fully c;u<H"ntecd as to 

principal and inlcr!.:'5t bi', the- Unltl?d St.1te~. of Atr,erica, .... hich 

r;:tilY be used to secuc(: public ceposits under paragi'ilp;' "a", 

lncludp. Hwestl",~nts i.n an lr'Vf~~t.rncnt ,:onpclny or IIwe!>~m(.·n::' 

trU$t rl'~i~t~rcd u~der the fedpr~) :nve5t~I?"~ Co~pany Ac~ of 

:940, 1S U.S.c. 5 80a, tt':e p0rdcli.; Qt ~hich IS lllllltf'd 1.0 

:r:,,~ Jnlt.~d St,~t(·!; 9cvt.·l'nm<..'~!t, (.if)';t;i!,·,lon~; i'·scrlt(r;. ~~. 

- • 
;'::;.~.P ri./.' ?1'13, p. 

pa=~gr~p~ .~ .. ~nd t: :i!p~~c~as~ ~S~~~~~n'~ t~lly 

c.:(J1IA~cr,'1\zed by tr-e 'Jnl:t'(: S:.21tC'; (~:,·.-ern:-.(>rt o'o\iqatl:>os 

(~~~c:ribp.d In p.:sr,'-g=,IP:'l "<.\", :t th:..' :!~·.·,?Sln-:.C:H c:omp~l\y cr 

Invnstment tr~5l t~keG deliv@ry of t~e coil~!,p.ral pither 

directly or tnro\l<jl\ an iluthorlZl"O c;Jf,todian. 

DONALD ~. AVENSON 

Sp~ake: of the House 

JO ANI: Z 1 MY.ER .... .AN 

?r~.'sider.t of the S(!natc 

I hereby cert~fy that this bill o!iqi~ated in the House ~~:! 

I!J J.:nown as HOU!;I." Vile 2323. S~\I~nty-scc:ond General Assenbly. 

hPP'OV.d~4, 1988 

n:RR)' L. 3RA~ST.c..O 

Governor 

JOSf.PH O'IIERN 

ChlCt C~erk of the House 
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