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February 25. 1955. 
Insurance. 

House File 468 
By CARSON AND SWISHER (Putney). 

Passed House, Date ......................................... . 

Vote: Ayes...................... Nays .................... .. 

Pa.ssed Senate, Date ......................................... . 

Vote: Ayes ...................... Xays .................... .. 
Approved ....... tf~~ ... .!.:?T./?,;;:;.C ......... . 
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A BILL FOR 
An Act relating to group insurance to insure debtors of a 

creditor and to amend section five hundred nine point 
one (509.1), Code 1954. 

Be It Enacted by the General Assembly of the State of [o'wa: 

This is a Companion Bill; for complete text see Senate File 329. 

EXPLANATION OF H. F. 468 

Subsection 3 of section 509.1 sets forth the requiremen~ for the issuance of a group 
life insurance policy to a creditor. The statute restricts the eligibility of debrors to 
those whot>l' indcbtMness is repayable in installments and make$ no provlsiQn for debt-
ors Wh05t' indebtedness is repayable in any other manner. In Iowa, which is a predomi
nantly Kgricultural state, this restriction is undesirable ~.9.use agricultural debtors 
normally do not repay their debts in installments. With this restriction a large 5~~llent 
of the urban population is also denied this deslrilble prot9ction. liany small busmes.s
men, merchJlnts, white collar works and others frequentlr borrow mone1' on a commer
cial loan basis. in which case the indebtedness is u.sually not repayabl~ in installments. 

It i$ propos~d to am~d subsection 3 of section 609.1 to enable low cost cl'editor group 
life in~'lranoe to be 'Provided to I\r.y debtor. wh~ther h\~ indebtedness be repayable in 
instaJlments or in some other manner. The propo8ed amendment would :remO\'e the un
desirable restriction, thereby allowing all debtors, both rural and urban. to 00 eligible 
fo}" this protection. 

The n~d for the added provision in paragraph "d" arises, from the fact that in most 
cases the COst of creditor group life Insurance will be \llud b~ the individual debmT 
through a contribution made by him at the inception of the contract. It i'i therefore 
necessat)' to compute in advance the liability to be assumed by the insurance company, 
in QrdeT to determine the C()YT(!(.-t premium to be charged. 

W}um a contract of indebtedness is repayable in equal periodic installments Or when 
a contract is repayable in a single lump sum. it is simple to compute the liabdity as
sumed by the insurante coml>~lny and possible to detennine the pro~ premium to 00 
char8'e<l. 

However. an indebtedn~:3t crcat@d pUTSouant to an agricultural loan will often be 
repasable in irregular installments. Furthennore, it is customary in such cases to 
allow an a.utomatic extension of installment payments if an unavoidable dela:," oc:c:urs 
in harvesting and marketing. 

The resultant irregularity of the repayment schedUle. under a statute limiting the 
amount of the insurance to the amount owed, V'o"Quld n'ake it difficult, if not impossible, 



-2-

to (omp.1te in advance th~ ultin~ate h~hliity of the insurafl(,.~ company and therefore 
dlffit:Jit. if not Impossible. to dcccl1lline' the just and proper premium to be char~ed. 

Bv limIting the amOunt of m:,.;urance tQ the face amount of the commitment, in the 
I...:l~e ()f nn indebt~<lncs:" ere:)l.eO })ursu~nt to an 3l!rrlculturai loan) this problem is 
a\"oided. Thc amf')'~f]t of inSlJr}ifl<:(' i.~ limite<l t;.o the f[1<..'c amount of the commitment 
lind c<)nt inuc~ in f()n.~ for 3u\h amount throu~hout the fuli term of the eontr}i.('t. Ade· 
4uate In';..i!ance is th~H:by provided for the plotcction of the deboor. and it is then pos· 
::>10/0..' to (,lfllf./llCe the j"bt and prop('I' premium to be ('h3r;..,red the ot!'htor for such pro· 
~ctjon 

Th~ <lIhlltion o~ tht: provl~il)n In parap-raph "e" i~ nece~ary by rea:..on of the tact 
th,]t III some (:a.<f~"; the amount of insuranu? in force 3t tbC' time of d(,llth may e:xcC>ed 
the !.:lIpaui indebtecl.lles~ if the debt was tl"t'sLCd as an lll .. !;l Icultural loun. It guarllntees 
to the ,i~btOl that the cxce% lO!>urance, if an), O\'er and 1I.OOVC the amount owed will 
DC p,lid to hili t.1mi})' or e!:tr.lte. 
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