
191—5.20(508) Computation of reserves. Iowa life insurance companies may report the nonadmitted 
excess item to this division on the basis of the true reserve instead of the mean reserve as has been the 
practice in the past. Under the true reserve system there will be no excess excepting in the case of 
indebtedness in excess of policy liabilities. The true reserve system eliminates all excess on account of due 
and deferred premiums, but there may be an excess equal to or in excess of the loading depending upon 
what premium the note represents, and how long it has been running when a premium note is taken for the 
gross premiums or when there is an overloan.

This concession is made to Iowa companies with the conviction that it removes many of the defects and 
disadvantages of the present practice of requiring the excess of the mean reserve.

As a corollary to the proposed system of determining this excess item, the business of the company 
must be reported upon a strictly paid for basis.

This division will not require that policies be lapsed if premium is not paid within a limited time after 
the due date, but no credit for an uncollected premium may be taken if more than 60 days past due, unless a 
premium note of the proper form has been taken therefor.
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