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A BILL FOR 

l An Act relating to funds held by life insurance companies and 

2 providing an effective date. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. 

l Section 1. Section 508.32, Code 1997, is amended by adding 

2 the following new unnumbered paragraphs: 

3 NEW UNNUMBERED PARAGRAPH. As used in this section, life 

4 insurance policies and annuity contracts include accident and 

5 health insurance policies and contracts, and include 

6 undertakings, duties, and obligations incidental to or in 

7 furtherance of any such policies or contracts. As used in 

8 this section, proceeds include additions and contributions. 

9 Funds held by an insurance company as authorized by this 

10 section may be held in a separate account established pursuant 

11 to section 508A.l, except that section 508A.l, subsection 5, 

12 shall not be applicable to such account. However, funds held 

13 by an insurance company as authorized in this section shall 

14 not be chargeable with liabilities arising out of any other 

15 business the company may conduct. 

16 NEW UNNUMBERED PARAGRAPH. An instrument or agreement 

17 issued or used by an insurance company as authorized by this 

18 section does not constitute a security as defined in section 

19 502.102. 

20 Sec. 2. NEW SECTION. 508.32A FUNDS HELD IN CUSTODIAL OR 

21 SIMILAR ACCOUNT. 

22 A life insurance company organized under this chapter and 

23 doing business in this state may hold funds, including 

24 additions and contributions, as custodian in a custodial or 

25 similar account in conjunction with an accident and health 

26 insurance policy. Funds held by an insurance company as 

27 authorized by this section may be invested by such company in 

28 the manner specified in the account instrument or agreement, 

29 and may be held in a separate account established pursuant to 

30 section 508A.l. Funds held by an insurance company as 

31 authorized by this section shall not be chargeable with 

32 liabilities arising out of any other business the company may 

33 conduct. 

34 An instrument ~r ~greement issued or ~sed by an irls~rance 

3:> compa~y as ct\...t!-'.~·: :zed h:; r-.his sec~ion does ~o~- cons~.1.t~te a 
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security as defined in section 502.102. 

Sec. 3. This Act, being deemed of immediate importance, 

takes effect upon enactment. 

EXPLANATION 

This bill amends provisions of Code chapter 508 regarding 

6 the ability of a life insurance company to hold funds in a 

7 custodial or separate account for the purpose of a medical 

8 savings account or similar account, as authorized under 

9 federal or state law. 

10 Code section 508.32 1s amended to provide that life 

ll insurance policies and annuity contracts include accident and 

12 health insurance policies and contracts, and undertakings, 

13 duties, and obligations which are incidental to or in 

14 furtherance of such life insurance policies, annuity 

15 contracts, and accident and health insurance policies and 
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23 

16 contracts. The bill provides that a life insurance company 

may hold funds in a separate account established pursuant to 

section 508A.l, except that the requirement that the funds in 

such separate account must be owned by the insurance company 

and the prohibition against the insurance company holding 

itself out as trustee do not apply. The bill provides that 

funds held by an insurance company in conjunction with an 

accident and health insurance policy are not chargeable with 

24 liabilities arising out of any other business of the company. 

25 New Code section 508.32A is created and authorizes a life 

26 insurance company to hold funds as a custodian in a custodial 

27 or similar account in conjunction with an accident and health 

28 insurance policy. Funds held in such account are not 

29 chargeable with liabilities arising out of any other business 

30 of the company. The bill also provides that an instrument or 

31 agreement issued or used by an insurance company as authorized 

32 under this section does not constitute a security under 

33 section 502.102. 

34 The bi:l takes effect upon enactment. 
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S.F. H.F. 

1 Section 1. Section 508.32, Code 1997, is amended by adding 

2 the following new unnumbered paragraphs: 

3 NEW UNNUMBERED PARAGRAPH. As used in this section, life 

4 insurance policies and annuity contracts include accident and 

5 health insurance policies and contracts, and includ~ 

6 undertakings, duties, and obligations incidental to"or in 

7 furtherance of any such policies or contracts. As used in 

8 this section, proceeds include additions and contributions. 

9 Funds held by an insurance company as authorized by this 

10 section may be held in a separate account established pursuant 

11 to section 508A.l, except that section 508A.1, subsection 5, 

12 shall not be applicable to such account. However, funds held 

13 by an insurance company as authorized in this section shall 

14 not be chargeable with liabilities arising out of any other 

15 business the company may conduct. 

16 NEW UNNUMBERED PARAGRAPH. Funds held by an insurance 

17 company in conjunction with an accident and health insurance 

18 policy as authorized by this section do not constitute a 

19 security as defined in section 502.102. 

20 Sec. 2. NEW SECTION. 508.32A FUNDS HELD IN CUSTODIAL OR 

21 SIMILAR ACCOUNT. 

22 A life insurance company organized under this chapter and 

23 doing business in this state may hold funds, including 

24 additions and contributions, as custodian in a custodial or 

25 similar account in conjunction with an accident and health 

26 insurance policy. Funds held by an insurance company ~s 

27 authorized by this section may be invested by such company in 

28 the manner specified in the account instrument or agreement. 

29 Funds held by an insurance company as authorized by this 

30 section shall not be chargeable with liabilities arising out 

31 of any other business the company may conduct. 

32 Funds held by an insurance company in conjunction with an 

33 accident and health insurance policy as authorized by this 

34 section do not constitute a security as defined in section 
35 502.102. 
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S.F. H. F. 

1 Sec. 3. NEW SECTION. 508A.lA FUNDS HELD IN SEPARATE 

2 ACCOUNT. 

3 As used in section 508A.l, life insurance and annuities 

4 include accident and health insurance policies and contracts, 

5 and include undertakings, duties, and obligations in~idental 

6 to or in furtherance of any such policies or contracts. As 

7 used in this section, proceeds and benefits include additions 

8 and contributions. 

9 Funds held by an insurance 

10 accident and health insurance 

company in conjunction with an 

policy as authorized by this 

11 section do not constitute a security as defined in section 

12 502.102. 

13 Sec. 4. This Act, being deemed of immediate importance, 

14 takes effect upon enactment. 

15 EXPLANATION 

16 This bill amends provisions of Code chapters 508 and 508A 

17 regarding the ability of a life insurance company to hold 

18 funds in a custodial or separate account for the purpose of a 

19 medical savings account or similar account, as authorized 

20 under federal or state law. 

21 Code section 508.32 is amended to provide that life 

22 insurance policies and annuity contracts include accident and 

23 health insurance policies and contracts, and undertakings, 

24 duties, and obligations which are incidental to or in 

25 furtherance of such life insurance policies, annuity 

26 contracts, and accident and health insurance policies and 

27 contracts. The bill provides that a life insurance company 

28 may hold funds in a separate account established pursuant to 

29 section 508A.l, except that the requirement that the funds in 

30 such separate account must be owned by the insurance company 

31 and the prohibition against the insurance company holding 

32 itself out as trustee do not apply. The bill provides that 

33 funds held by an insurance company in conjunction with an 

34 accident and health insurance policy are not chargeable with 

35 liabilities arising out of any other business of the company 
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not constitute a security under 

Code section 508.32A is created 

section 502.102. 

and authorizes a life 

3 insurance company to hold funds as a custodian in a custodial 

4 or similar account in conjunction with an accident and health 

5 insurance policy. Funds held in such account are not 

6 chargeable with liabilities arising out of any other business 

7 of the company and do not constitute a security under section 

8 502.102. 
9 New Code section 508A.l is created and provides that life 

10 insurance and annuities include accident and health insurance 

ll policies and contracts. Funds held in a separate account 

12 pursuant to this section are not chargeable with liabilities 

13 arising out of any other business of the company and do not 

14 constitute a security under section 502.102. 

15 The bill takes effect upon enactment. 
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AN ACT 

Rl:LA'l'lNG TO fUNDS II[LO BY I.JFt; INSURANCE COMPANJ£S AND 

PROVIDING AN EFFECTIVE DATE, 

BE lT l-:NACTEO B'i THE GENFJ~A(, ASSLHBLY Ot' THK STA1'J: OP IOWA: 

S~ctlon 1, Section 508.32, Code 1997, is a~ended by adding 

lhe {ollowinq new unnumbered paragraphs: 

~!:! .. YN~~~Bfo;REO PARAGRAPH. As USl"d in this 9Pction, life 

insurance policies and annuity contracts include accident and 

he.llth insurance poHciea and contracts, and include 

undertakings, duties, and obligations incidental to or in 

furtherance of any such policies or contracts. As used in 

this section, proceeds include additions and contributions. 

funds held by an insurance company as authorized by this 

section may be held in a separate account established pursuant 

to section 508A.l, exc~pt that section 50BA.l, 9ubsection S, 

shalt not be applicable to such account. However, funds held 

by an insurance co:Tipany as authorized in this section shall 

not be charqeable with liabilities arisinq out of any other 

business the conpany may conduct. 

!'l~:w ~~-NUMBERED PARAGRAP!!· An Instrument or aqreemenl 

issued or used by an insurance company as authori~ed by this 

section docs not constitute a security as defined in section 

502.102. 

Sec. 2. NEW SECTION. 508.32A E"UNOS HELD IN CUS100JAI. OR 

SIMILAR ACCOUNT. 

A 1 ife insuretnce company or9anized under t.his chapter and 

doinq business in this state may hold funds, includinq 

additions and contributions, as custodian in a custodial or 

simi lcH account in conjunct ion with an accident and health 

insurance policy. Funds held by an insurance cornp<tny as 

authorl2ed by this !'lcction may br: invest.ed by !HIC'h company in 

Senate Pile 160, p. 2 

the manner spP.cit'ied in the account instrument or 

and nay be held in a separate account established 
aqreement, 

pursuant to 
sect ion 508A.l. funds held by an insurance co:Tipany as 

authorized by this section shall not be charqeable with 

liabilities arisin9 out of any other bu9iness the company may 
conduct. 

An instrut:'lent or a9reerr.ent issued or used Ly an 1nsurar\ce 

company as authorized by this sect.ion docs not cont;titute a 
security as defined in section 502.102. 

Sec. 3. Thig Act, bcinq deem~d of immediate i~portance, 
take-s effect upon enactment .• 
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