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Section 1. Section 412.4, Code 1995, is amended to read as
foll ows:

412.4 LEGAL RESERVE | NSURANCE

The council, board of waterworks trustees, or other board
or conmi ssion, whichever is authorized by |law to nanage and
operate any such waterworks, or other nunicipally owned and
operated public utility, shall have the right and power to
contract with any | egal reserve insurance conpany, authorized
to conduct its business in the state, or any bank l|ocated in
Il owa having trust powers for the investnment of funds
contributed to an annuity or pension system for the paynent
of the pensions or annuities provided in such pension or
annuity retirenment system and may pay the prem uns or make
the contribution of such contract out of the fund provided in
section 412.2. Funds contributed to a bank pursuant to such a
contract shall be invested in the manner prescribed in section
633. 123 or 633.123A, and may be commingled with and invested
as a part of a common or master fund managed for the benefit
of nore than one public utility.

Sec. 2. Section 633.123, subsection 2, unnunbered
paragraphs 3 and 4, Code 1995, are anended by striking the
par agr aphs.

Sec. 3. NEWSECTION. 633.123A | NVESTMENTS | N | NVESTMENT
COVPANI ES AND | NVESTMENT TRUSTS

1. Notwi thstanding any other provision of |aw, a bank or
trust conpany acting as a fiduciary, in addition to other
i nvestments authorized by law for the investnent of funds by a
fiduciary or by the instrunent governing the fiduciary and in
the exercise of its investnent discretion or at the direction
of anot her person authorized to direct investnment of funds
hel d by the fiduciary, may invest and rei nvest such funds in
the securities of an open-end or closed-end nmanagenent
i nvest nent conpany or investnment trust registered under the
federal I|nvestnent Conmpany Act of 1940, 15 U S.C. } 80a-1 et
seq. Investnent and reinvestnent under this section is
all owed as long as the portfolio of such investnent conpany or
i nvestment trust consists substantially of investnents not
ot herwi se prohibited by section 633.123 or by the governing
i nstrument.

I nvest ment and rei nvestnment under this section is not
precl uded nerely because the bank or trust company or an
affiliate of the bank or trust conpany provides the services
of an investnent advisor, custodian, transfer agent,
regi strar, sponsor, distributor, or manager to the investnent
company or investment trust and receives a reasonable fee for
t he services.

2. This section is applicable to all fiduciaries whether
the will, agreenent, or other instrument under which they are
acting now exists on or before the effective date of this
secti on.

EXPLANATI ON

This bill creates a new section 633.123A whi ch provides
that all fiduciaries may invest and reinvest in open-end and
cl osed- end nmanagenent investnment conpani es and i nvest ment
trusts registered under the federal Investnent Conpany Act of
1940. Investnent and reinvestment under this section is
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all owed so long as the portfolio of such investnment conpany or
i nvestment trust consists substantially of investnents not
ot herwi se prohi bited by section 633.123 or by the governing
instrument. Currently, such authority is provided in section
633. 123, the nodel Prudent Person Investment Act, and is
limted to fiduciaries acting under the jurisdiction of the
court.

Section 412.4 is anended to conformw th the creation of
the new secti on.
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