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Iowa

By Brenda K. Wallrichs and Abhay M. Nadipuram

Uninsured Coverages
Is UM coverage mandatory or discretionary?
UM coverage is mandatory. Iowa Code §516A.1 (2016).

Is UM coverage governed by a statutory 
scheme? Are there any landmark cases?

Statute: Iowa Code §516A.1.
Landmark cases:
• Iowa courts consider the purpose of UM cover-

age is to ensure minimum compensation to the 
victims of uninsured motorists. Veach v. Farm-
ers Ins. Co., 460 N.W.2d 845, 848 (Iowa 1990). 
Because of this goal, courts take a “narrow” 
view of UM coverage, and an insured is only 
ensured minimum compensation. Thomas v. 
Am. Family Mut. Ins. Co., 485 N.W.2d 298, 299 
(Iowa 1992).

Must the insured reject UM coverage in 
writing? What happens if the insured 
has rejected coverage in writing, 
but later seeks such coverage?

“If rejection is made on a form or document fur-
nished by an insurance company or insurance pro-
ducer, it shall be on a separate sheet of paper that 
contains only the rejection and information directly 
related to it. Such coverage need not be provided in 
or supplemental to a renewal policy if the named 
insured has rejected the coverage in connection with 
a policy previously issued to the named insured by 
the same insurer.” Iowa Code §516A.1. So long as 
the rejection complies with the statute, the rejection 
is valid. Cronbaugh v. Farmland Mut. Ins. Co., 475 
N.W.2d 652, 654 (Iowa Ct. App. 1991). One who val-
idly rejects coverage cannot later present extrinsic 
evidence to change the written rejection. Id.

Is UIM coverage mandatory or discretionary?
UIM coverage is mandatory. Iowa Code §516A.1.

Is UIM coverage governed by a statutory 
scheme? Are there any landmark cases?

Statutory: Iowa Code §516A.1.
Landmark Cases:
• Iowa courts have adopted a “broad view” 

of UIM coverage, noting the goal of UIM 
coverage is to fully compensate the victim 
to the extent of the injuries suffered. Veach, 
460 N.W.2d at 848. Thus, the Iowa Supreme 
Court has held that UIM benefits should fully 
compensate the insured, and the proceeds the 
insured receives from other sources, such as 
workers’ compensation benefits, generally do 
not affect the amount of the UIM recovery, 
absent duplication of benefits. See McClure 
v. Northland Ins. Co., 424 N.W.3d 448, 450 
(Iowa 1988).

Must the insured reject UIM coverage 
in writing? What happens if the insured 
has rejected coverage in writing, 
but later seeks such coverage?

See answer to “Must the insured reject UM coverage 

in writing? What happens if the insured has rejected 

coverage in writing, but later seeks such coverage?,” 
supra. The statute governing rejection of UM and 
UIM coverage is the same.

Is uninsured motorist property 
damage (“UMPD”) coverage 
mandatory or discretionary?
In Iowa, UM coverage is available for bodily 
injury only.
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Is UMPD coverage governed by a statutory 
scheme? Are there any landmark cases?

Not applicable.

Must the insured reject UMPD coverage 
in writing? What happens if the insured 
has not rejected coverage in writing, 
but later seeks such coverage?

Not applicable.

Is uninsured motorists “economic 
only” (“UEO”) coverage 
mandatory or discretionary?
In Iowa, UM coverage is available for bodily 
injury only.

Is UEO coverage governed by a statutory 
scheme? Are there any landmark cases?

Not applicable.

Must the insured reject UEO coverage 
in writing? What happens if the insured 
has not rejected coverage in writing, 
but later seeks such coverage?

Not applicable.

Does the state have any other 
uninsured coverages that are 
mandatory or discretionary?
Section 516.A.1 of Iowa Code requires UM coverage 
to include coverage for hit-and-run accidents.

Are such coverages governed by a statutory 
scheme? Are there any landmark cases?

Statutory. Iowa Code §516A.1.
Landmark case:
• Although UM coverage must include cover-

age for hit-and-run accidents, that coverage 
will not apply if there was no physical contact 
between the injured party/vehicle and the hit-
and-run vehicle. Section 516A.1 of Iowa Code 
requires physical contact, and that require-
ment is strictly enforced. Claude v. Guar. Nat’l. 
Ins. Co., 679 N.W.2d 659 (Iowa 2004).

Must the insured reject such coverages 
in writing? What happens if the insured 
has not rejected coverage in writing, 
but later seeks such coverage?

See answer to “Must the insured reject UM coverage 

in writing? What happens if the insured has rejected 

coverage in writing, but later seeks such coverage?,” 
supra. The statute governing rejection of UM cover-
age, including coverage for hit-and-run accidents, is 
the same.

Limits
Must the UM or UIM limits match the 
liability limits for “bodily injury”? Are 
there minimum UM or UIM limits?
UM/UIM limits must at least match the statutory 
minimum limits for bodily injury liability coverage. 
Iowa Code §516A.1. The current minimum statu-
tory limits for bodily injury liability coverage are 
$20,000 per person/$40,000 per accident. Iowa Code 
§321A.1(11).

Must the UMPD limits match the 
liability limits for “property damage”? 
Are there minimum UMPD limits?
In Iowa, UM coverage is available for bodily 
injury only.

Are there minimum limits for UEO coverage?
In Iowa, UM coverage is available for bodily 
injury only.

Are there minimum limits for other 
uninsured coverages that are mandatory 
or discretionary in this state?
See answer to “Must the UM or UIM limits match the 

liability limits for “bodily injury”? Are there mini-

mum UM or UIM limits?,” supra.
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When Is Coverage Available?
Under what circumstances is UM coverage 
available? What conditions precedent 
must the insured satisfy? What coverage 
defenses can the insurer assert?
Pursuant to section 516A.1 of Iowa Code, UM cov-
erage protection is extended to persons “who are 
legally entitled to recover damages from the owner 
or operator of an uninsured motor vehicle… because 
of bodily injury, sickness, or disease, including death 
resulting therefrom… caused by accident and arising 
out of ownership, maintenance, or use of such unin-
sured… motor vehicle.” Iowa Code §516A.1.

An insured seeking benefits is “legally entitled 
to recover” when he or she either obtains a valid 
judgment against the UM motorist or brings an 
action directly against her UM insurer and proves 
the UM motorist was more than fifty percent at fault 
for the accident resulting in damages. Hagenow v. 
Am. Fam. Mut. Ins. Co., 846 N.W.2d 373, 377 (Iowa 
2014). In the case of an action directly against the 
UM insurer, an insured need only prove the damages 
he or she would have been entitled to recover had a 
lawsuit against the uninsured motorist been taken 
to judgment. Id. The Iowa Supreme Court has held 
an insured is not legally entitled to recover when the 
UM motorist successfully defends the lawsuit based 
on a legal excuse. Id. at 382. This is because the 
insured will have not established that the motorist 
was in fact liable. Id. at 383.

To bring suit against the insurer, the suit must 
be timely. The statute of limitations for UM claims 
is 10 years—the statute of limitations for written 
contracts—unless the policy dictates a shorter term. 
Iowa Code §614.1 (5). UM policies may contractually 
limit the time in which the insured may file suit, and 
limitations as short as two years—the time period 
allowed under Iowa law for personal injury suits—
are per se reasonable. Robinson v. Allied Prop. and 
Cas. Ins. Co., 816 N.W.2d 398, 408 (Iowa 2012).

As a defense, the insurer may assert a failure 
to meet the contractual limitations period, where 
appropriate, as well as a failure to meet any applica-
ble conditions precedent of the policy.

Under what circumstances is UIM coverage 
available? What conditions precedent 
must the insured satisfy? What coverage 
defenses can the insurer assert?
See answer to “Under what circumstances is UM 

coverage available? What conditions precedent 

must the insured satisfy? What coverage defenses 

can the insurer assert?,” supra. UM and UIM cov-
erage are governed by the same statute. Thus, the 
circumstances where UIM coverage is available, and 
conditions precedent the insured needs to satisfy to 
recover UIM coverage, are the same as those existing 
for UM coverage.

Under what circumstances is UMPD 
coverage available? What conditions 
precedent must the insured satisfy? What 
coverage defenses can the insurer assert?
In Iowa, UM coverage is available for bodily 
injury only.

Under what circumstances is UEO coverage 
available? What conditions precedent 
must the insured satisfy? What coverage 
defenses can the insurer assert?
In Iowa, UM coverage is available for bodily 
injury only.

Under what circumstances is coverage 
available under other uninsured 
coverages? What conditions precedent 
must the insured satisfy? What coverage 
defenses can the insurer assert?
In Iowa, UM coverage is available for bodily 
injury only.

Arbitrating and Litigating Disputes
Is arbitration of UM claims allowed, or 
specifically prohibited? UIM? UMPD? 
UEO? Other uninsured coverages?
Neither the legislature nor the courts prohibit arbi-
tration clauses in UM and UIM policies. In fact, the 
Iowa Supreme Court has recognized that “[t]his cen-
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tury has seen a marked trend away from the com-
mon law bar to judicial enforcement of agreements 
to arbitrate future disputes.” Litchsinn v. American 
Interinusrance Exch., 287 N.W.2d 156, 159 (Iowa 
1980). “[A]n insured may compel enforcement of the 
arbitration clause in his or her insurance policy,” and 
an insurance company that authors a policy with an 
arbitration clause cannot withdraw from arbitration 
proceedings. Id. at 160.

If arbitration is allowed, what 
procedures govern in arbitration?

Iowa law does not impose particular procedures on 
arbitration for UM or UIM claims.

If an insured claimant obtains an arbitration 
award in excess of the UM, UIM, UMPD, 
UEO or other uninsured coverage limits, 
can the insurer obtain a reduction of 
the award to match the limits?

There is no Iowa law expressly addressing this issue. 
However, an insurer’s liability is limited to the 
policy limits, absent bad faith. See generally Kooy-
man v. Farm Bureau Mut. Ins. Co., 315 N.W.2d 30 
(Iowa 1982).

What requirements must an insured claimant 
satisfy in order to file suit against, and 
serve, an insurer for UM coverage? UIM? 
UMPD? UEO? Other uninsured coverage?
See answer to “Under what circumstances is UM cov-

erage available? What conditions precedent must 

the insured satisfy? What coverage defenses can the 

insurer assert?,” supra.

Do any unique procedures govern 
such coverage litigation?

Iowa law does not impose any unique procedures 
governing UM and UIM litigation.

If an insured claimant obtains a verdict in excess 
of the UM, UIM, UMPD, UEO or other uninsured 
coverage limits, can the insurer obtain a 
reduction of the award to match the limits?

There is no Iowa law expressly addressing this issue. 
However, an insurer’s liability is limited to the 
policy limits, absent bad faith. See generally Kooy-
man v. Farm Bureau Mut. Ins. Co., 315 N.W.2d 30 
(Iowa 1982).

Final Amounts Paid or Awarded
Can offsets against the UM, UIM, UMPD, UEO 
or other uninsured coverage limits be taken?
Section 516A.2(1)(a) of Iowa Code explicitly allows 
UM and UIM carriers to include offsets in their pol-
icies “designed to avoid duplication of insurance or 
other benefits.” Iowa Code §516A.2(1)(a); Matthess v. 
State Farm Mut. Auto Ins. Co., 548 N.W.2d 562, 564 
(Iowa 1996). However, “where an insurance contract 
does not contain a reduction- of- benefits provision 
authorized by statute… reduction of benefits may be 
denied.” Greenfield v. Cincinnati Ins. Co., 737 N.W.2d 
112, 116 (Iowa 2007).

Are offsets taken from the UM, UIM, 
UMPD, UEO or other uninsured coverage 
limit or from total damages?
For UM coverage, the Iowa Supreme Court has “tra-
ditionally taken a narrow coverage view, subtract-
ing from the policy limit any recovery from other 
sources.” McClure, 424 N.W.2d at 450.

For UIM coverage, however, consistent with the 
Iowa Supreme Court’s broad view of that coverage, 
“payments received from the tortfeasor are sub-
tracted from the total amount of damages sustained 
by the victim, and the underinsurance coverage 
makes up the difference, up to the total amount of 
underinsurance provided by the policy.” McClure, 
424 N.W.2d at 449.
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Can the insurer take offsets for medical 
payments, workers’ compensation 
or no-fault insurance? Are any other 
offsets allowed in the state?
The “right to set off against the applicable uninsured 
motorist limit any workers’ compensation payments 
or other medical expense payments made to” an 
insured “is an issue to be determined in accordance 
with the provisions of the… policy.” Preferred Risk 
Mut. Ins. Co. v. Federated Mut. Ins. Co., 611 N.W.2d 
283, 286 (Iowa 2000). Policy provisions provid-
ing offsets for workers’ compensation benefits are 
generally viewed as valid because they fulfill the 
statutory objective of avoiding duplication of ben-
efits. Matthess v. State Farm Mut. Auto. Ins. Co., 
548 N.W.2d 562, 565 (Iowa 1996). No Iowa court 
has directly addressed the availability of a setoff for 
no-fault insurance proceeds, although their deduct-
ibility (from a victim’s total damages, not her UIM 
limit) would appear to be consistent with the goals 
of maximizing benefits while avoiding duplica-
tive recoveries.

What liens, if any, can be asserted against 
the insured claimant’s recovery of UM? UIM? 
UMPD? UEO? Other uninsured coverages?
Pursuant to section 582.2 of Iowa Code, UM and 
UIM carriers are required to be notified of a hospital 
lien. Baker v. Iowa Methodist Med. Ctr., 542 N.W.2d 
847, 849 (Iowa 1996).

Can different limits be stacked? If yes, which 
limits? Does a specific procedure apply?
Yes; however, insurers are permitted to include 
anti- stacking provisions in their policies. Iowa Code 
§516A.2(1)(b); see also Mortensen v. Heritage Mut. 
Ins. Co., 590 N.W.2d 35, 39 (Iowa 1999). Insureds and 
insurers may contract to include stacking of UM or 
UIM coverage in a policy. Iowa Code §516A.2(2).

Unless stacked coverage is expressly purchased, 
the default rule under section 516.A.2(3) of Iowa 
Code is that an insured covered by multiple policies 

is entitled to recover the highest single applicable 
UM or UIM limit, paid by all insurers according to 
the priority of coverage established by their respec-
tive other insurance clauses. Swainston v. Am. Fam-
ily Mut. Ins. Co., 774 N.W.2d 478, 485 (Iowa 2009).

In UIM claims, can the UIM insurer 
substitute its settlement payment for 
the insured’s settlement with the other 
vehicle’s/underinsured driver’s liability 
insurer? What is the applicable procedure? 
What rights does the UIM insurer then 
have (for example, subrogation)?
Yes. A UIM insurer can tender an amount equal to 
the tortfeasor’s settlement offer and substitute its 
payment for that of the offer. Grinnell Mut. Reinsur-
ance Co. v. Recker, 561 N.W.2d 63, 70 (Iowa 1997). 
By doing so, the UIM insurer protects its contingent 
subrogation rights. Id. This option is not mandatory, 
however. Id.

Bad Faith
Does the State recognize a cause of action 
for bad faith in the UM context? UIM? 
UMPD? UEO? Other uninsured coverages?
Iowa recognizes a cause of action for bad faith in 
the UM and UIM contexts. Bellville v. Farm Bureau 
Mut. Ins. Co., 702 N.W.2d 468, 473 (Iowa 2005). To 
establish bad faith against a UM or UIM carrier, the 
insured must prove: 1) the insurer had no reasonable 
basis for denying the plaintiff’s claim or for refusing 
to consent to settlement; and 2) the insurer knew 
or had reason to know that its denial or refusal was 
without a reasonable basis. Id. The first element is 
objective and the second is subjective. Id.
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Other
Are there any particular issues in UM, UIM, 
UMPD, UEO, or other uninsured coverages 
that are unique or specific to the state?
Section 516.A.1 of Iowa Code requires UM coverage 
to include coverage for hit-and-run accidents and 
requires physical contact in order for UM coverage 
for hit-and-run accidents to apply. Claude v. Guar-
anty Nat’l. Ins. Co., 679 N.W.2d 659 (Iowa 2004).
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