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A BiLl FOR

An Act relating to the pledge of United States government
obligations or their functional equivalents as security for
the deposit of public funds.

3F IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Secticn 1. Section 453.16, subsection 1, paragraph b, Ccde
1987, is amended by adding the following new unnumbered
paragraph:

NEW UNNUMBERED PARAGRAPH. Direct obligations ¢, or

obligaticns that are insured or fully guaranteed as to
principal and interest by, the United States of America, which
may be used to secure the deposit of public funds under
subparagrapn (1), inciude investments in an investment company
or investment trust registered under the federal Investment
Company Act of 1940, 15 U.S.C. § 80a, the portfolic of which
is limited to the United States government obligations
described in subparagraph (1) and to repurchase agreements
fully collateralized by the United States government
obligations described in subparagraph (1), if the investment
company or investment trust takes delivery of the collateral
either directly or through an authorized custodian.

Sec. 2. Section 453.22, subsection 3, Code 1987, is
amended by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. Direct obligations cf, or

obligations that are insured or fully guaranteed as %o
principal and 1nterest oy, the United States of America, which
may be used to secure public deposits under paragraph “"a",
include investments in an investment company or investment
trust registered under the federzl Investment Company Act of
194¢, 15 U.S.C. § 80a, the pecrtfolio of which s Zimited to
the United States government obligations described in
paragraph "a" and to repiurcnase agreements fully
coillateralized by the Un:ited States government obligations
described in paragraph "a", .f the investment company oCr
investiment trust takes delivery cf :tne ccllateral either
directly or through an authorized custedian.
ZXDPLANATION

This bill permirs inre viedge, as securiny for funds

deposited by a public nedy Iin excess of the amcunt insured by

the Tederal Depcsit Insurance Corporation, of adirect as well
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as direct investments in Unicted States Goverpment securities.

-

In 1986 Iowa Achis, crapter 1032, sections ! and 2, the
general assenbly amended the model prudent person investnent

Act and authorized securities ilnvestments <¢f trust funds by

ot

fiduciarles to inciude both direct and indirec: investments
United States gevernment securities by permitting investment
in a registered investment company or investment trust which
itself invests exclusively in permissible United States
government securities.

In 1987 Iowa Acts, chapter 171, section 16, similarly
empowered state banks to invest in a registered investment
company or investment trust which itself invests exclusively
in permissible United States government securities.

This bill extends the use of functionally equivaient

investments in United States government securities %o

n

permitting indirect investments to be pledged -0 secure public

moneys deposited with a tank in excess of the Federal Deposit

Insurance Corporation insured amount.
SIMILAR TO HSB 633 (LSB 8093HC)
SIMIZAR TO LSB 8(094SC
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Approved '

A BILL FOR

An Act relating to the pledge of United States government
obligations or their functional equivalents as security for
the deposit of public funds.

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

TLSB 8093HC 72
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Section 1. Section 453.16, subsection 1, paragraph b, Code
1987, is amended by adding the following new unnumbered
paragraph:

NEW UNNUMBERED PARAGRAPH. Direct obligations of, or
obligations that are insured or fully guaranteed as to
principal and interest by, the United States of America or an
agency or instrumentality of the Onited States of America,
which are authorized investments under subparagraph (1),

include investments in an investment company or investment
trust registered under the federal Investment Company Act of
1940, 15 U.S.C. § 80a, the portfolio of which is limited to
the United States government obligations described in
subparagraph {l1) and to repurchase agreements fully
collateralized by the Onited States government obligations
described in subparagraph (1), if the investment company or
investment trust takes delivery of the collateral either
directly or through an authorized custodian.

Sec., 2. Section 453.22, subsection 3, Code 1987, is
amended by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. Direct obligations of, or
obligations that are insured or fully quaranteed as to
principal and interest by, the United States of America or an
agency or instrumentality of the United States of America,

which may be used to secure public deposits under paragraph

"a", include investments in an investment company or
investment trust registered under the federal Investment
Company Act of 1940, 15 U.S.C. § 80a, the portfolioc of which
is limited to the United States government obligations
described in paragraph "a" and to repurchase agreements fully
collateralized by the United States government obligations
described in paragraph "a", if the investment company oOr
investment trust takes delivery of the collateral either
directly or through an authorized custodian.
EXPLANATION _
This bill permits the pledge,‘as security for funds

_l_
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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 amendecd 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
government securities.

In 1987 Iowa Acts, chapter 171, section 16, similarly
empowered state banks to invest in a registered investment
company or investment trust which itself invests exclusively
in permissible United States government securities.

This bill extends the use of functionally equivalent
investments in United States government securlties to
permitting indirect investments to ke pledged to secure public
moneys deposited with a bank in excess of the Federal Deposit
Insurance Corporation insured amount.

COMPANION TO LSB 8094SC

LSB 8093HC 72
dw/cf/24
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AR ACT
RELATING TO THE PLEDGE OF URITED STATHS GOVERNNMENT OBLIGATICNS
THEIR FUNCTIQNAL EQUIVALENTS AS SECURITY FOR THE DIPOSIT
PUBLIC FUNDS.

ENMACTED BY THE GFNERAL ASSEMBLY OF THE STATE OF IOWA:

Section L. Section 453.16, subsection 1, paragraph b, Code
1987, 1s amended by addirg the following new unnunbered
parageraph:

Direct obligations of. or
obligations that are insured or fully guaranteed as to
principal and interest by, the United States of America, which
may be used to secure the deposit of public funds under
subparagraph {l), include investments in an investmeat company
or investment trust registered under the fedecal [nvestment
Company Act of 1940, 15 U.5.C, § 80a. the portfolio of which
18 limited to the United States goveroment obligations
described in subparagraph (1) and to repurchase agreenents
fully collateralized by the United States governrent
abligations described in subparagraph (1}, if the investrment
company of investment trust takas delivery of the collateral
either directly or throuch an authorized custodian.

Sec. 2. Section 453,22, subsection 3}, Code 1987, is
amended by adding the following new unnumbéred pacagraph:

ggy_quqgntaso PARAGRAPH. Direct obligations of, or
obYigations that are insured or fully guaranteed as to

priacipal and interest by, the Uniied States of America, which

may be used to secuce public ceposits under paragraph "a”,
include 1avestments io an Lpvestmeat conpany of Lavesimend
trust registeced under the fedecial investrent Conpany Acr of
1940, 15 U.5.¢. § 80a, the pocitelia of which 1s lim:ted to

sre dnirad SEates governmeni oniigations iescribee oo

2123, ©. 2

pazagrapk "at andé ti repurerase agreemencs fuily
cotlateralized by rre Unised $iates ¢overnmert ooligations
desceibed 1n paragrepn "a”, € the rsvestment company of
\nvestment trast takes delivery of rhe coilaterai eithet

directly or tnrough an authorized custodian.
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