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A BILL FOR 

3~c 1 An Act permitting the inclusion of charges for credit 

2 unemployment insurance in consumer credit transactions under 

3 the Iowa consumer credit code. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. :J.;)SS H. F. 

1 Section 1. Section 537.2501, subsection 2, paragraph b, 

2 Code 1985, is amended to read as follows: 

3 b. With respect to consumer credit insurance providing 

4 life, accident, o~ health, or unemployment coverage, if the 

5 insurance coverage is not required by the creditor, and this 

6 fact is clearly and conspicuously disclosed in writing to the 

7 consumer, and if, in order to obtain the insurance in 

8 connectlon with the extension of credit, the consumer gives 

9 specific dated and separately signed affirmative written 

10 indication of the consumer's desire to do so after written 

11 disclosure to the consumer of the cost. 

12 EXPLANATION 

13 This bill amends the Iowa consumer credit code 

14 that consumer credit transactions may include, in 

to provide 

addition to 
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H-5606 

_.; .,,.,3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

Amend senate File 2255 as passed by the Senate as 
follows: 

1. Page 1, line 11, by inserting after the word 
"cost." the following: "However, credit unemployment 
insurance shall be permitted under this paragraph if 
all of the following conditions have been met: 

(1) The insurance provides coverage beginning with 
the first day of unemployment. However, the policy 
may include a waiting period before the consumer may 
file a claim. 

(2) The 1nsurance shall be sold separately and 
shall be separately priced from any other insurance 
offered or sold at the same time. 

(3) The premium rates have been affirmatively 
!'-'; 13 

14 
15 aporoved by the insurance department. In aporoving or 
16 establishing the rates, the department shall review 
17 the insurance comoany's actuarial data to assure that 
18 the rates are fair and reasonable. The insurance 
19 commissioner shall either hire or contract with a 
20 qualified actuary to review the data. The insurance 
21 deoartment shall obtain reimbursement from the 
22 insurance company for the cost of the actuarial rev1ew 
23 prior to approving the rates. In addition, the rates 
24 shall be made in accordance with the following 
25 provisions: '.-?6 a. Rates shall not be excessive, inadequate or 

unfairly discriminatory. 
b. Due consideration shall be given to all 

relevant factors within and outside this state but 
rates shall be deemed to be reasonable under this 
section and section 537.2501 1f they reasonably may be 
expected to oroduce a ratio of fifty percent by 
dividing claims 1ncurred by premiums earned." 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

2. Title page, line 1, by inserting after the 
word "Act" the words "relating to credit unemployment 
insurance in consumer transactions, by providing 
requirements for the rates for involuntary credit 
unemployment insurance sold in connection with 
consumer credit transactions, and". 
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SENATE FILE 2255 
Amendment H-5606 

FISCAL NOTE 
REQUESTED BY REPRESENTATIVE SWARTZ 

~----------------------------------------------------------~---------------
In compliance with a written request received April 1, 1986. a fiscal note for HOUSE 

Rule 17. Data used in 
Bureau lO members of 

AM(NO H ·5606 TO SF 2255 is hereby submitted pursuant to Joint 
developing this fiscal note are available from the Legislative F1scal 
the legislature upon request. 

House Amendment H-5606 to Senate File 2255 amends the Iowa Consumer Credit Code to provide 
that consumer credit transactions may include. in addition to the finance charge, a charge 
for credit unemployment insurance when certain conditions have been met. 

F!SCAL EFFECT: House Amendment H-5606 would require the Insurance Department to hire or 
contract W1th a qualified actuary to review insurance company actuarial data relating to 
credit unemployment insurance rates. If the department hires an actuary. the annual cost 
would be appro~imately $40.000 per year. If the department contracts w1th an outside 
consultant. the department %timates the annual cost at approximately S~O.OOO. The 
department would also require one additional professional position at $23.000 per year to 
rev1ew and coordinate activities with the consultant. There would be no impact to the 
general fund because the amendment requires the Insurance Department to obtain 
relfnbursement from the insurance company for the cost of the actuarial rev1ew. 

Source· Insurance Department 

FILED APRIL 2, 1986 
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SENATE FILE 2255 

1 Amend Senate File 2255 as passed by the Senate as 
2 follows: 
3 1. Page 1, line 11, by inserting after the word 
4 "cost." the following: "However, credit unem lo ent 
5 insurance shall be permitte un er th~s paragraph ~f 
6 all of the following conditions have been met: 
7 (1) The insurance provides coverage beginnin9 with 
8 the first da of unem lo ment. However, the ol1c 
9 may 1nclu e a wa1t1ng per1od the consumer may 

10 file a claim. 
11 2 The 1nsurance shall be sold 
12 shall be separately pr1ce 
13 offered or sold at the same time. 
14 unemployment insurance need not be sold separately or 
15 separately priced from other insurance offered if it 
16 is included as part of a mailed insurance offering by 
17 a credit card issuer to its credit cardholders. 
18 However, cred1t unemployment ~nsurance shall not be 
19 sold in conjunction with an application for a credit 
20 card or for the renewal of a credit card. 
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(3) The premium rates have been affirmative!¥ 
approved by the insurance department. In approv1ng or 
establishing the rates, the de~artment shall review 
the insurance company's actuar1al data to assure that 
the rates ace fair and reasonable. The insurance 
commissioner shall either hire or contract with a 
gualif1ed actuary to review the data. The insurance 
department shall obtain reimbursement from the 
insurance company for the cost of the actuarial review 
prior to approving the rates. In addition, the rates 
shall be made in accordance with the following 
provisions: 

a. Rates shall not be excessive, inadequate or 
unfairly discriminatory. 

b. Due consideration shall be given to all 
relevant factors within and outside this state but 
rates shall be deemed to be reasonable under this 
section and section 537.2501 ~f they reasonably may be 
ex ected to roduce a ratio of fift ercent b 
dividing c1a1ms incurre by premiums earned." 

2. Title page, line 1, by inserting after the 
word "Act" the words "relating to credit unemployment 
insurance in consumer transactions, by providing 
requirements for the rates for involuntary credit 
unemployment insurance sold in connection with 
consumer credit transactions, and". 
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A BILL FOR 

1 An Act permitting the inclusion of charges for credit 

2 unemployment insurance in consumer credit transactions under 

3 the Iowa consumer credit code. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
5 

• 6 

• 

7 

8 

9 

10 

11 

12 
13 

14 
15 

16 

17 
18 

'19 

20 
21 

22 
23 

24 

TLSB 8103SF 71 

rr/sc/14 



S.F. H.F. 

1 Section 1. Section 537.2501, subsection 2, paragraph b, 
2 Code 1985, is amended to read as follows: 

3 b. With respect to consumer credit insurance providing 
4 life, accident, e~ health, or unemployment coverage, if the 

5 insurance coverage is not required by the creditor, and this 
6 fact is clearly and conspicuously disclosed in writing to the 

7 consumer, and if, in order to obtain the insurance in 
8 connection with the extension of credit, the consumer gives 

9 specific dated and separately signed affirmative written 
10 indication of the consumer's desire to do so after written 

11 disclosure to the consumer of the cost. 
12 EXPLANATION 

13 This bill amends the Iowa consumer credit code to provide 
14 _that consumer credit transactions may include, in addition to 

15 the finance charge, a charge for credit unemployment 
16 insurance. 

17 
18 

19 
20 

21 

22 

23 
24 

25 
26 

27 

28 

29 

30 
31 
32 

33 

34 

35 

-1-

LSB 81035 71 

rrjsc/14 

• 

• 

• 



• 

SENA'!t: i'IC.l'~ 22SS 

AN ACT 

RELATING TO CREDIT UNEMPLO~MENT INSURANCE IN CONSUMER TR~NS­

ACTIONS, B'i PHOVIOING RF.QUIREMENTS FOR THE RA7ES FOR 

INVOLUNTA.qy CREDIT UNEI<PLOI'MENT INSURAl~CE SOLO I~ CONNECTION 

WI'Iil CONSUMER CRSOIT 'l'RANSAc-riONS, AND Pf:RMIT'I'ING 'TilE IN­

CLUSION OF CHARGF.S FOR CREDIT UNEMPJ.OYKF.~T INSURANCE IN CON­

SUKER CREDIT TRANSACTIONS UNDER THE IOWA CONSUMER CREDIT 

com:. 

3E IT t:NAC'i'P.D RY THE GENl:RAL ASSF.MRI.'i OF' THE STATE Or IOWA: 

Sec::.ion l. Sect1on SJ7.2S0l, suhsecUoo 7., p.uagra9h 0, 

Code 198S, is amended to read a:; follo~ota: 

0. With respe<.:t to constJmer credit in:>urance providinq 

life, accident, or health.!........2!.._~~e~plC?Y~-~~_! covcraqe, if the 

insurance cov~rage is not required by the creditor, and this 

tact is clearly and conspicuously di9closed in writing to the 

• • 
Senate file 22SS, p. 2 

consumer, and if, in order to obtaLn th~ insurance in 

connection with the extension of credLt, the consumer gLves 

specific dated and sep.ariltely siqned affir:native written 

indication of t.he consumer's desire to do so after written 

disclosure to the consurr.er of the cost. ~~."!-'~-~.!.E• credit 

unemployment !_!lsurance shal __ ~ . .£~permitted under this paragraph 

if all of the __ following condi._t_~~f!S:: h.lVe been rnet;_ 

(l) T'he inl?.t~r.~_l}_ce provides ~pverage begin.rlinq_~g_h the 

first day of uneme_!_c.?.Y.I!:'ent. Kowever~_the policy ma_y__~n-~~~~____! 

~<!!_ting period before the consuner __ t;_ay .. _~_ile a clahn. 

_l~L. The insurance shall be sold s~pa_rately and shall be 

!..~!!l~t~- priced fro"!_. ~I}Y other i.nsura__13~e offered or sold _ _!l! 
the s_a~~----~~if!!~.~-~-~~~-i-~- unemployment ~-n.s_urance need not b~ 

sold __ !?~P<!.~~-t:~ly or sepaE_dtely pricell fr2_~ o~her insurance 

offer~!- _i.~- it is includ~-~ .~s part of a maUe_~- insurance 

off~_!.J..~<J.....Ey a credit c~_rd i_!_?suer to its ~.r.~c;i_it cardholders_. 

Howev~.!!~--~redit uncrnpl~YJ!I.ef'!t ... insurance sha~-~--!l_Ot be aold in 

conjun_£~_i_on __ w .. i:_~-~ an appl i~-~~ .. i.2~...!.2~~~-~~- c:~.r.d or for the 
renewal of ~_.cr~dit __ ca.rd. 

{Jl The oreiTli~~-- r~.~~~s have __ '?_~~~- a~!_irmatively ap_.e.~pyed by 

-~he -~-~~~.~_ranee departrne_nt . .- __ In approving .~H. -~-J?.tabl ishing th_~ 

E~tes, ~-he dep.lrttnC'l}t _sha~_l _ _rP.view th~---~'l~'-:lEa~-~!? conpany·~. 

~-~~-~-~ia.~ .c:i.~!.·~ to assure __ !-_hat: __ the rates are f~!} .. _and 

r~asc_?na_!.)J.e. T!"'e .. _insurance ~?mt:'-~.~-!?_i_<lner shall ei_t:_l_l~~ .. h_i!.~ 

contract with~ q~ali_Li.rd actuary to_ .!e.vie.,· the data. 'l'h_~ 

ln....:".l!!_ance departrr.cnt -~~~-11 obtain reirnbur.~-~rr._!:nt from the 

!.!l_!!_o_r~nc~ C<?mpaf'_ly _for the .c<:?~t_o..!__l~-~ actu~~~--~ey_i.e:~ .. P_rior 

~proving the_..!~.t-~~_.~c}-~_i_~_i_'?."• .. _thP. rates shall be m.ade 

~n __ accocdance with the ___ ~olloltiinq prov!~.i?~s.: 

~· .... ~ates shall not hP._.~?'_c_;:_P.ss_!._ve, inadeguat~-9~--~-~~<!.~.!:.h.Y 

discr imi~'!-~P!Y.·_ 

~~-Due C!?_~!>idL~E~\~}.o~ ah~).l be givet! __ ~<?_.a_l_l. ... ~.e}_~:'An~ 
fact:_~~§: _":'i_t.h~E-~<!_out::.J:~le ~_hi;<> ~~-~1:_1_! ___ ~-~-t rates shall h~ 

dL't>:mL•d t<:.'_ b_e_ r_~ason,~h~7:.~~dN -~1}-~s __ !}P.Cti<?r] __ a_~_£-~-~-<:....tJ_~ 

.? _.3_?_·. ?50_l __ i_f__~l~~-l..._!"_~~-~?n~b 1 'j IToi~.:L_ be _!~.!_P:~C~~~c.?._P.~?duc~ ~-!._~t. i.(~ 
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of fifty percent by dividing claims incurred by premiums 

earned. 

ROBERT T. ANDERSON 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 2255, Seventy-first Gene~al Assembly. 

TERRY E. BRANSTAD 

Governor 

K. ~\ARIE THAYER 

Secretary of the Senate 

1986 


