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BOX 1157
RICHMOND, VA, 23202

" JAMES M. THOMSON
TELEPHONE (304) 786 — 3741

COMMISSIONER OF INSURANCE

STATE CORPORATION COMMISSION

BUREAU OF INSURANCE
May 6, 1982
ADMINISTRATIVE
LETTER 1982-6
TO: ~ All Companies Licensed to- Write Credit Life and Credit Accident and

Sickness Insurance in Virginia.

RE:  Changes in the Insurance Code of Virginia Regarding Credit Life Insurance
and Credit Accident and Sickness Insurance (House Bill No. 94. (Chapter
223), amending Sections 38.1-327.24, 38.1-480 and 38.]-482.] through 482.16)

IMMEDIATE ATTENTION REQUIRED

Important changes in the Virginia law regarding credit life and credit accident
and sickness insurance were passed by the Virginia General Assembly during the 1982
Session and signed into law on April 4, 1982, These changes will take effect on July 1,
1982. Many of these changes will have a direct impact on forms used to market credit
insurance. It is essential that insurance companies doing credit insurance business in
Virginia give careful consideration to these changes to make sure they are in
compliance with the amended law. .

To assist us in monitoring compliance with the amended law, I am asking you to
respond to the attached questionnaire,

The following is a list of changes to the statutes that may require a change in
credit life and credit accident and sickness insurance forms to be marketed in Virginia:

)} Franchise policies may not be sold on or after July |, 1982. Under Section
38.1-482.3¢] of the Virginia Insurance Code they are no longer authorized. Existing
franchise policies may remain in force until the anniversary date of the policy nex:
following July 1, 1982. (Section 38.]-482.16:2).

2) The limit on the a,mouht of an indebtedness that may be covered under 3
group credit life policy has been increased to $50,000. (Section 38.1-482.4(a)(4)). .

3) The policy and certificate forms must state that the debtor may terminate
his contract upon written request. Where the insurance is required as security at the
time of the credit transaction, the right to terminate is dependent on the debtor's
furnishing other insurance. (Section 38.1-482.5F).

4) The type size of the text of all forms must not be less than ten point type,
one point leaded. (Section 38.1-482.5(c) (5)). '
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5) A policy or certificate must be issued within 10 business days from the date
of the loan. However, the delivery period may be extended to 30 calendar days where
a notice of proposed insurance or a signed debtor's application is delivered to the
debtor at the time of the loan. (Sections 38.1-482.6(e) and 38.1-482.6(f)). (Before use,
notice of proposed insurance forms must be filed and approved as part of the forms
review process.)

6) The minimum refund that must be made has been increased to $2.00.
(Section 38.1-482.8(b)).

7). Creditors must inform debtors of their option to furnish insurance through
existing policies of insurance or to procure and furnish policies of insurance from other
insurers and must obtain the debtor's signature acknowledging that he understands this
cption. This notice and acknowledgment must be submitted to us as part of our forms
review process. (Section 38.1-4832.12). .

8)  Reserve tables must be filed with and approved by the Bureau of [nsurance.
(Section 38.1-482.[2:0).

Individual credit life and credit accident and sickness insurance policy forms
must meet the requirements of these statutes as of July |, 1982. Individual forms that
do not meet the requirements in the new statutes may not be marketed on or after
July 1, 1982, Group forms must meet the requirements of the new statutes on the
anniversary date of the contact following July I, 1982. As previously noted, franchise
- policies must be changed to either group or individual policies on their anniversary
date as this type of policy is no longer authorized under the Virginia Insurance Code.

In addition to the amendments in the credit laws that may require changes in
credit insurance forms, other changes were made regarding credit insurance. Your
attention is called to these sections:

Debtor Groups (Section 38.1-480).

Present Section 38.1-480 which applies to debtor group life insurance for credit
transactions of more than 0 years has been amended to apply to all debtor group life
insurance, including that subject to the credit insurance article. There is no longer a
dollar limit for debtor group life insurance for credit transactions over 10 years.

Application of Article (Section 38.1-482.1).

Under an amended Section 38.1-482.] the credit article applies to insurance on
credit transactions of ten years or less, except for credit transactions involving first
mortgages or deeds of trust on primary residences, mortgage redemption insurance and
classes of insurance that are age-rated.

The provision in present Section 38.[-482.] stating that no provisions of the
Insurance Code are to be applicable unless otherwise specifically provided has Seen
deleted.

Readability (Section 38.1-482.6).

The amended law in Section 38.1-482.6(c)6) gives the Commission authority to
make rules and regulations governing readability. It is anticipated that a new credit
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insurance regulation containing readability standards (modeled on the NAIC approach
and existing Virginia Regulation 18), along with other credit insurance changes would
be adopted in the late fa]l of 1982,

Rates (Section 38.1-482.7:).

The new rate provision, Section 38.1-482.7:], lists the factors to be considered by
the Commission in determining reasonableness, provides for a deviation procedure and
no longer provides for a 50 percent loss ratio test for credijt life insurance. The 50
percent loss ratio test still applies to credit accident and sickness insurance.

It is anticipated that an order will be issued extending the current interim rate
of $.55 per $100 per year until a new regulation is adopted.

Penalities (Section 38.1-482.14:1),

The new penalties provision, Section 33.1-482.14:1, has the Same penalties as are
contained in the Unfair Trade Practices Provisions so that licenses can be suspended or
revoked for violation of the credit article or an order and fines of up to $50,000 for
violation of the credit article and up to $100,000 for violation of an order may be
levied. '

Many changes in addition to those described in this letter were made in the
amended statutes, and insurers shouid become thoroughly familiar with all of them. A
Copy of the legislation containing these changes, House Bil 94 (Chapter 223), is
attached.

We need answers to the attached questionnaire from an officer of your company
within 20 days of the date of this letter.,

Thank you for your cooperation in implementing these new requirements and in
providing answers to the questions in the attached Questionnaire. If you have any
questions concerning this letter please contact Robert L. Wright of my staff.

~Yours truly, 5

‘\._\ ] ! .

| Gt A-r y VAL G P

Vs /James M. Thomson

( / Commissioner of Insurance
-

IMT/rt

Attachments (2)



BOX 1157
RICHMOND, VA, 23209
TELEPHONE (804) 786 - 3741

JAMES M. THOMSON
COMMISSIONER OF [NSURANCE

STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

May 6, 1982

Credit Life and Credit Accident and Sickness Insurance Questionnaire
COMPANY NAME AND ADDRESS

) Is your company writing any credit life insurance or credit accident and sickness
insurance in Virginia?

Yes No

If you answered "yes" to question ly please answer the following questions:

2) Is your company issuing individual policies of credit life insurance or credit
accident and sickness insurance in Virginia?

Yes No

3) Is your company issuing franchise credit life insurance or credit accident and
sickness insurance policies in Virginia?

Yes : No

e Tr—r

4 Is your company issuing group credit life insurance or credit accident and
sickness insurance policies in Virginia?

Yes’ No

Signature

Name
(Printed or Typed)

Title

Company Name

Date

RESPONSES DUE WITHIN 20 DAYS OF THE DATE OF THIS QUESTIONNAIRE
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CHAPTER 2 2 3

An det to amend and recnact §§ 38.1-327.24, 38.1-480. 38.1-482.1. 35.1-482.2, 38.1-452.4
through 38.1-482.6. 38.1-482.8 through 38.1-482.13 and 38.1-482.15 of the Code of
Virginia. and to amend the Code of Virginia by adding scctions numbered 38.1-:82.3:1,
38.1-482.7:1, 38.1-482.02:1, 38.1-482.14:1, 38.1-482.16.1 and 3S5.[-182.1G:2. arid fo r~epoul oy
38.1-482.3. 38.1482.7. 38.1-482.14 and 38.1-i52.16 of the Code of Virgirnia. all regndating
certificates of qualification for life and health agents and group life insurance issucd on
debtor gror=s and credit life insurarce and credit accident und sickrness insurasnce:

penalties.

[H 94]

Approved Af ?P‘;i 4-

Be it enacted by the General Assembly of Virginia:

I. That §§ 38.1-327.24, 38.1-480, 38.1-482.1, 38.1-482.2, 38.1-482.4 through 38.1-482.5, 38.1-482.8
through 38.1-482.13 and 38.1-482.15 of the Code of Virginia are amended and reenacted and
that the Code of Virginia is amended by adding sections numbered 38.1-482.3:1, 38.1-482.7:1.
38.1-482.12:1, 38.1-482.14:1, 38.1-482.16:1 and 38.1-482.16:2 as follows:

§ 38.1-327.24. Certificate of qualification required of life and health insurance agents.—
Every individual who is a resident of this State Commonweaith and who desires to obtain
a license as a life and health insurance agent shall first pass a written examination
prescribed by the Commission and obtain a certificate of qualification from the Commission
: i hewever, that aa¥ . 4ny individual who desires to obtain a license to solicit,
negotiate, or effect insurance for cooperative nonprofit life benefit companies as defined in
ehapter Chapter 10 (§ 38.1-486 et seq.) of this title, life and casualty cooperative or
assessment companies as defined in chapter Chapter 11 (§ 38.-522 et seq.) of this title.
burial societies as defined in chapter Chapter 12 (§ 38.1-550 et seq.) of this title, travel
accident insurance soid to individuals at transportation terminal buildings or by
ticket-selling agents of a railroad, steamship company, air carrier or public bus carrier, o
mortgage redemption insurance or mortgage accident and sickness insurance as a mortgage
redemption insurance agent , or credit life insurance or credit accident and sickness
insurance as a credit life and health insurance agent shall be permitted to obtain a license
without taking a written examination and obtaining a certificate of qualification.

§ 38.1-480. Debtor groups.—A policy of group life insurance may be issued to a creditor
; Whe or its parent holding company or to a trustee, trustees or agert designated by two
or more creditors, which creditor, holding compary, affiliate. truséee, trustees or agernit
shall be deemed the policyholder, to insure debtors of the creditor or creditors , subject to
the following requirements:

(1) The debtors eligible for insurance under the policy shall be all of the debtors of
the creditor whese indebiedness is repayable in imstallmentis over a pesied of mere than
mmmmmmgmewﬁawm@mwmw
conditions periaining (o the indebiedness of to the purchase giving rise 9 the indebtedness
or creditors . The policy may provide that the term “debtors” shall include (1) borrowers of
money or purchasers or lessees of goods, services or property for which payment is
arranged through a credit (ransaction; (ii) the debtors of one or more subsidiary
corporations ; ; (#%) and the debtors of one or more affiliated corporations, proprietors or
partnerships if the business of the policyholder and of such affiliated corporations,
proprietors or partnerships is under common control through steck ownership: coniraes of
etherwise . No debler snall be eligible unless the indebtedness ceonmstitutes an irreveesble
ebligation to repay which is binding upen him duriag his lifetime at the time the insurasce

(2) The premium for the policy shall be paid by the policyholder, either from the
creditor’s funds, or from charges collected from the insured debtors, or from both. & seliew
of which part oF all of the premium is 1o be derived from the collecion from the insured

ww%amwmmmwmmag
centufn of the then eligible debtors clect to pay the reguired charges: Lxcept as provided
in paragraph (3) of this section. a policy on which no part of the premium is to be derived
from the coilection of such identifiable charges must insure all eligible debtors ; eF ai
mmgwmmamﬁmmé%&%%@ws%m
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(3) The peliey may be irsued omy i the greup of eligible
SLFANHS A1 Hie roie of ot loast eno runcred parsons FRLFY: aF @
0 riceive at lenst one hundrad pew AniFRMS during the firse 3 :
2USY FESOTVES 10 Hid imsupar tha Fight to requira evideace of indiwiils instirat |
B0 s3veaty-five per contum of the FeW emtranis beeomie nsured: The policy may ex
Fom the elassas eligibie for insurance eclasses of debiers deter nined bBY asa: An insurer
may exclude any debtors as to whom evidence of individual insurebility is not satisfactory
to the insurer. )

(4) The amount of insurance on the life of any debtor shall at no time exceed the
emcunt owed by him wielh is réepayable in installmesnts o the ereditor; oF ten theusand

indebtedness to the creditor . Where the indebtedness is Fepayable in one sum to the
mtm%mm&e%%w%%hm%%heﬁw%a
Wmmd%@m%mmmmmmbgemmw{%aa
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(5) The insurance shall be payable to the pelieyhelder creditor, or any successor of the
right. litle or interest of the creditor . Such payment shail reduce or extinguish the unpaid
indebtedness of the debtor to the extent of such payment,

(6) Notwithstanding the provisions of paragraphs 1 through 5 of this section. insurarce
on agricultural credit iransaction commitments may be written up to the amount of the
loan commitment on a nondecreasing or level term blan. Insurance on educational credit
transaction commitments may be written up to the amount of the loan commitmernt less
the amount of any repayments made on the loan. ’

(7) The insurance written in connection with credit {ransactions of tem years or less
shall be subiect to the brovisions of Article 5.1 (§ 38.1-482.1 et seq.) of this chapter.

§ 38.1-482.1. Application of article.-All life insurance and all accident and sickness
insurance seld issued in connection with loans or other Credit transactions other than first
mortgages or deeds of trust on primary residences shall éxeept as provided ia § 28 -
be subject to the provisions of this article except such insurance seid isswed in connection
with a loan or other credit transaction of more than ten years’ duration » mortgage
redemption insurance., and classes of insurance that are age-rated . The provisicas of this
mmamaammaaemmmx%%m
be applicable unless stheswise specifically provided: Credir life insurance and creqir
accident and sickness insurance shall not be subject to the provisions of this article where
the issuarice of such insurance is ar isolated trarsaction on the part of thke irnsurer ard
not reiated to an agreement or plan for insuring debtors of the creditor. In the event of
corflict between the provisions of this article and other provisions of this title, the
Provisions of this articie shall be controlling. Paragraphs ! and 2 of § 38.1-52.7 shall not
Qpply to the insurance subject to the Provisions of this article where application of these
paragraphs would conflict with the requirernents of any federal agency.

§ 38.1-482.2. Definitions.—As used in this article, unless the context requires otherwise,
the following words or terms shall have the meanings herein ascribed to them,
respectively:

(@) “Credit life insuranca” means insurance on the life of a debtor pursuant to or in
connection with a specific loan or other credit transaction; | .

(b) “Credit accident and sickness insurance” means insurance on a debtor to provide
idemnity for payments becoming due on a specific loan or other credit transaction while
the debtor is disabled as defined in the policy;

(¢) “Creditor” means the lender of money or vendor or lessor of goods, services,
property, rights or privileges, for which payment is arranged through a credit transaction
Or any successor to the right, title or interest of any such lender, vendor or lessor, and an
affiliate, associate or subsidiary of any of them or any director, officer or employee of any
of them or any other person in any way associated with any of them:

(d) “Debtor” means a borrower of money or a purchaser or lessee of goods, services,
property, rights or privileges for which payment is arranged through a credit transaction;

(e) “Indebtedness” means the total amount payable by a debtor to 2a creditor in
connection with a loan or other credit transaction:
Wm%%ﬂ%&%%a%%&%e&%aw
ga%%ﬁ@%%m%amwgmmma

(8) “Credit life and keqits insurance agent” means an agent of an insurance company
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licensed ia this State: Comrmomweaith Who is authorized to solicit, negotiate or effect credit
4

!
lifa insurance or credit accident and sickness insurance, or both, but only (0o the extent as
i35 authorized and limitad in this articlel o

(h) “Commissicn” means the State Corporation Coramission ; .

(i) “Consssissiener means the Commissionas of Insuranees

§ 38.1-482.3:1. Forms of credit life insurance and credit accident and sichness
ins:rance.=Cred.. life insurance and credit accident and sickness insurance shwall be issued
only in the following forms:

L. Individual policies of life insurance issued to debtors on the termn plan;

2. Individual policies of accident anrd sickness insurance issued to debtors or a term
plan or disability benefit provisions in individual policies of credit life insurarce;

3. Group policies of life insurance issued !o creditors providing insurance upon the
lives of debtors on the term plan, subject to the requirements of § 38.1-480: or

4. Group policies of accident and sickness insurarce issued to creditors ort a term plan
insuring debtors or disability benefit provisions in group credit life insurance policies to
provide such coverage.

§ 38.1-482.4. Amount.—(a) ) The initial amount of credit life insurance shall not exceed
the total amount repayable under the contract of indebtedness, and where an indebtedness
is repayable in substantially equal instaliments, the amount of insurance shall at no time
exceed the scheduled or actual amount of the unpaid indebtedness, whichever is greater.

(2} Notwithstanding the provisions of paragraph (1) of this subsection. insurance on
agricuitural credit transaction commitinents not exceeding one year in duration may be
written up te the amount of the loan commitment, on a nondecreasing or leve{ term plan.

(3) Notwithstanding the provisions of paragraph (1) of this subsection. insurance on
educational credit transaction cormmitments may be written for the amount of the portion
of such commitment that has not been advanced by the creditor.

(4) in no evemé¢ shall the amount of credit life -insurance on an indebtedness of any
debtor insured under a group policy exceed $50.000.

(b) The total amount of periodic indemnity payable by credit accideat and sickness
insurance in the event of disability, as defined in the policy, shall not exceed the aggregate
of the periodic scheduled unpaid installments of the indebtedness, and the amount of each
pericdic indemnity payment shall not exceed the original indebtedness divided by the
number of periodic installments. '

§ 38.1-482.5. Term of insurance; termination.- 4. The term of aay credit life insurance
or credit accident and sickness insurance shall, subject to acceptance by the insurer,
commence on the date when the debtor becomes obligated to the creditor, except that,
where a group policy er a2 framehise master pelley provides coverage with respect to
existing obligations, the insurance om a debtor with respect to such indebtedness shall
commence on the effective date of the policy. The tesm of such insuraace shall aet extend
mose than fiftecn doys beyond the scheduled matusily date of the indebiednmess o final
installment ilhereof eoxceni whea exiended without addilienal cest to the debter I the
ndebtedness is discharged due to renewal of refinancing prief to such maluriy date; the
mgmmam&mmmmwnmm

te scheduled maturity, o refund shall be paid oF credited as provided in § HB=i-i83X:

B. Where evidernce of insurability is required and such evidence is furnished more than
thirty days after the date when the debtor becommes obligated to the creditor, the term of
the insurance may commence on the date on which the insurer deterrmines lhe evidence to
be satisfactory. In such event there shall be ar appropriate refund or adjustment of any
charge to the debtor for insurance.

C. The term of such insurance shall not extend more than fifteen days beyond the
scheduled maturity date of the indebtedness, except (i) when extended without additional
cost to the debtor or (i) where the indebtedness on which such insurance is issued is
extended by agreement between the credilor and the debtor and does rot constitute a
discharge of the indebtedness. An additional premium may be charged for the insurarce
covering such extensiorn under (ii) of this subsection.

D. If the indebtedmess Is discharged due to remewal or refinarcing prior fo the
scheduled maturily date, the Iinsurance (n force shall be terminated before anry rew
insurance may be issued in connection with the remewed or refinanced indebtednress.

E. In cases of termination prior to scheduled maturity., @ refund shall be paid or
credited as provided in § 38.1-¢82.8.

F. Any policy or certificate for credit life insurarnce or credit accident and sickness
insurance shail contain a provision that such insurarnce may be terminated upon written
request of the debtor except where such (nsurance (s required at the time of the credit
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{ransaction as security for anv indebtodness. \Where insurance is roquircd the dobeor chall
have the right to terminate such trsurcnce by furnishing esidence of othor meranes uwl
least equal in coverage and protection to the creditor as that required. )

§ 38.1-482.6. Pclicy provisions: disclosure to debtors.-(a) All credit life insurance und
credit accideat and sickness insurance sald shall be evidenced by an individual policy, or
in the case of 3roup insurance ee insursnee under a franchise masier poliey where any

art of e premium iS5 paid by the dobiers orF by the crediters from ientifizble eharges

ecHoeted from the iasured debless aet required of an insured debterr by a certificate o
statemeat of insurance. The individual policy or group certificate of insurance skoll be
delivered to the debtor. .

(b) Each individual policy or group certificate o statement of credit life insurance,
ards or credit accident and sickness insurance shall set forth the name and heme office
address of the insurer, the name or names of the debtor, or in the case of a certificate
under a group policy, the identity by name or otherwise of the debtor the premium or
amount of payment, if any, by the debtor separately for credit life insurance and credit
accident and sickness insurance, a description of the coverage including the amount and
term thereof, and any exceptions, limitations or restrictions, and shall state that the
benefits shail be paid to the creditor to reduce or extinguish the unpaid indebtedness. Tke
policy or certificate skall also state that wherever the amount of insurarnce may exceced
the amount necessary to discharge the indebtedness that any such excess shall be payable
to a beneficiary, other than the creditor. narmed by the debtor or to his estate.

(¢) No individual policy of credit life insurance or credit accident and sickness
insurance ; and no group policy of credit life insurance or credit accident and sickness
imumnce;%m_mm%sm%meﬁmmm
sickness insuranee shall be delivered or issued for delivery in this Siate Commonrnsveaith ,
unless each contains in substance all of the following provisions:

(1) In each policy there shall be a provision that the policy, or the policy and
application therefor, if any and if a copy of the application is endorsed upon or attached
to the policy when issued, shail constitute the entire contract between the parties, and that
all statements made by the creditor or by the individual debtors shall, in the absence of
fraud, be deemed representations and not warranties.

(2) In each such policy there shall be a provision that the validity of the policy shall
not be contested, except for aonpayment of premiums, after it has been in force for two
years from its date of issue; and that no statement made by any person insured under the
policy relating to his insurability shall be used in contesting the validity of the insurance
with respect to which such statement was made after such insurance has been in forcs for
a period of two years during such person’s lifetime, and prior to the date on which the
claim thereunder arose. '

(3) In each such policy there shall be a provision that when a claim for the death or
disability of the insured arises thereunder, settlement shall be made upon receipt of due
proof of such death or such disability.

(4) On the face of each such policy there shall be placed a title which shall briefly
and accurately describe the nature and form of the policy.

(8) Each such policy, including rider and endorsement, shall be identified by a form
number in the lower left-hand corner of the first page thereof ; 2ad sre restrictions
Mwmhwmamwwawmmma
msmgmsWEWwWwasmmmm
Mk oF iypewrilten in oF on such PeHey . The type size of the text of each suck policy
form including rider and endorsement or certificate shall not be less then ten-point type,
one point leaded.

(6} Each such individual policy or group certificate shall meet the readability standards
established by rules and regulations promulgated by the Comrnission.

(d) No individual policy of credit life insurance or credit accident and sickness
insurance ; and no group policy of credit life insurance or credit accident and sickness
immnce;aﬂm#aaeﬂge%m#mé#mm*s&#mm
siekness iasurance shall be delivered or issued for delivery in this State Commonveaith if
it contains any provision:

(1) Limiting the time within which any action at law or in equity may be commenced
to less than one year after the cause of action accerues; e¢

(2) To the effect that the agent soliciting the insurance is the agent of the person
insured under the policy, or making the acts or representations of such agent dinding upon
the person so insured under the policy : ; or

(3) With respect to credit life Insurance, excluding coverage other than in the event of
suicide within one year from the date the indedtedness was incurred or maring inciigidle

£

T
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.far coverage debtors under the age of sixty-five at the time the indebtedrness s ircurred

unless such debtors will have attained the age of sixty-five by the maturityv date of the
indebtedness | .

(e) “Whiopa any past of the premium is paig¢ by the de%z&essg. ef Ly :hg ereditor from
{lontifiable ehargss collected from e insured debloss net required of uainsured dehiurs,
.23 a cepy of (Be Tae individual policy or certificate of statement of .isurance shall be
dellvered or =aziled t0 the insured debtor at the time the iasurance indebtcdness is
efrectad incurred Or within five tem business days thereafter exccpt as provided in
subsection (f) of this section . For oper-end credit transactiors, agricultural or educational
loan commitments, or wkhere no direct charge is made of the debtor for his insurunce, the
individual policy or group certificate of insurarce may be delivered to the insurcd debior
at the time he first becorres eligible for the insurance and need not¢ be delivered again
each time new indebtedness is added, .

(f} if the individual policy or certificate of insurance s not delivered or matled to the
debtor at the time indebtedness is incurred, oF within ten business days thereafter, a copy
of the application for such policy signed by the debtor or a notice of proposed insurance,
sctling forth the name and address of the insurer if available at that time, the namie or
names of the debtor, the premium or amount of payment by the debtor, if any, separately
for credit life insurance and credit accident and sickness insurance, the amount, term and
@ brief description of thke coverage provided, shall be delivered to the debeor at the time
such indebtedness is incurred, if the name and aeddress of the insurer are not furnished as
required by this subsection. them such name and address shall be furnished to the debtor
within ten business days of the time such indebtedness is incurred. The copy of the
epplication for, or notice of, proposed insurance skall also refer exclusively to insurarce
coverage. and shall be separate and apart from the loan, sale or credi? staterment of
account, instrumment or agreement, unless the information required by this subsection is
prominently set forth in the application for the loan agreement or conditional sales
contract. Upon acceptance of the insurance by the insurer and within thirty days of the
date upon which the indebtedness is incurred, the insurer shall cause the individual policy
or group certificate of insurance to be delivered or matled to the debtor. The application
or notice of proposed insurance shall state that upom acceptance 8y the insurer the
insurance shall becorne effective as provided in § 38.1-482.5.

(&) If the policy or certificate is issued b8y any insurer other thas the insurer [isted or
the application orF notice of proposed insurance, the debtor shall receive g policy orF
cerificate of insurance setting forth the name and address of the substituted insurer and
the amount of the premium (o be charged. If the amount of the premium is less than that
set forth in the notice of proposed insurance, an appropriate refund shall be mads, ’

§ 38.1<482.7:1. Forms of policies, - ete., to be filed withk Commission: approval or
disapproval by Commission.—4. All forms of policies, certificates of insurance,
endorsernents, notices of proposed imsurencs, applications jfor insurance. and riders
intended for use im this Comumonwealth shall be filed with the Commission and shail noe
be delivered or issued for delivery in this Commonwealith unless approved pursuant to this
SecLion. .

8. The Commission shall disapprove or withdraw approval previously givem to the forsm
of any such policy, contract, certificate, application, rider or endorsermnernt if

d. 7¢ does not comply with the requirements of the laws of this Comrmonwealth;

2 It contains any provisions or hes any title, heading, backing or other indication of
the corntents of any or all of its provisions wkich ‘encourage misrepresentation or are
unjust, unfair, misieading, deceptive or coatrary to the public policy of ‘this
Cornrmonwealth; or

3. The premium rates or charges are not reasonable in relation to the benefits
provided, .

C. The benefits provided by amy credit life insurance form shall be deemed reasonable
in relation to the premiurm charged or to be charged based om rates not in excess of those
adopted by the Comrmission in accordance with the criteria herein set forth. Such rates
may be amended by the Commission after allowing an opportunity for all interested
parties to be heard, In adopting any rate and in establiishing reasonableness, the
Commission shall give due consideration to the Jfedowing jfactors: (i) past and prospective
loss experienice and mortality rates, (if) necessary and reasonable costs ard expernses
aiiributable to the credit life insurance business, and (tf) any other relevans factors,
including a fair returrm to the creditor and insurer. No change in the rate shall be rrade
unless it is established by a preponderarce of the evidenece thar suck rate is not
reasorable.

D. The benefits provided by any credit accident and sickrness insurance form shall be
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deemed reasonable in relation (o the premium charged or to be charged of cheo orate
charged therofor produces a ratio of losses ineurred to preminms carsied, based on cerdible
data. of not less than /ity percent or may reasonally be expociod to reduee at lease
such a loss ratio. The ratio of losses incurred to prenuums curned may be arnicrdod by
the Commission after allowwing an opportunity for all interestod partics to be lcard, In
adopting any rate and in establishing reasonableness, the Cormmission shall give due
consideration to the Jfollowing factors: () past arnd pProspective loss experience end
morbidity rates, (i) necessary and reasonable cosls and expenses attributable to the credit
accident and sickness insurance business, and (ifi) any other relevant factors, incii:ding a
Jair return to the creditor and insurer,

£. Upon the filing by any insurer writing credit life or credit accident and sickness
insurance in Virginia of a petition to increase its rate for a specific category of insurance
which can. in the opinion of the Commission, reasonably be placed in a specific category
Jor this purpese and the filing of evidence to support such an increase, the Corminission,
after a public hearing which shall be promptly scheduled, and a review of the credible
evidernice filed and credible evidence adduced at the hearing, shall grant an increase ir the
rate for such category of imsurance ¥ it be shown that the insurer Writing such business
in Virginia is not receiving a fair returnm considering the factors set forth in subsections C
and D of this section with respect to such category of insurance.

£. The Commission shall, within thirty days after the filing of any formm requiring
epproval. notify the insurer filing the form of its approval or disapproval of such Jorm. In
the event of disapproval the Commission shall also notify the insurer of its reasons
therefor. The Commission, at its discretion, may extend by not more than arn additional
thirey-day period, the Period within which it must indicate its approval or disapproval of
suck form. and in the event of disapproval its reason therefor. Any form received but not
epproved or disapproved b8y the Commission shall be¢ deemed approved at the expiration
of the thirty days if the period is not extended or at the expiration of the exterrded period
if any.

G. If the Commission proposes to withdraow approval previously given to the form of
any policy, certificate of insurance, notice of proposed insurance, application for insurarce,

o

rider. or endorsement, it shall Rotify the insurer in writing not less than thirty days brior

provided in subsection i of this section.

H. Any insurer eggrieved by the disapprovael or withdrawal of approval of any form
may proceed as indicated in § 38.1-279.54, :

§ 38.1-482.8. Schedule of premium rates to be filed: refund of premiums: payments by
debtor.-(a) Each insurer issuing credit life insurance or credit accident and sickness
insurance shall file with the Commission its schedules of premium rates for use in
connection with such insurancs, Any insurer may revise such schedules frem time to tme ,
and shall file such revised schedules with the Commission. No insurer shall issue any
credit life insurance policy or credit accident and sickness insurance policy for which the
premium rate exceeds that shown by the schedules of such insurer as then on file with the

(b) Each individual policy ; or certificate es Statement of insurance shall provide that
in the event of termination of the insurance prior to the seheduwle scheduled maturity date
of the indebtedness, any refund of an amount paid by the debtor for insurance shall pe
paid or credited promptly to the person entitled thereto , provided; howewer, that the
Commissien shall i a%&mﬁ%&da&ém#&%%%%wm
mmmammmauwamwmmm
filed with zad approved by the 5108 . The refund of premiums in the cgse of
decreasing term credit life or credit accident and sickness insurance shall be no less than
the amount computed by the Rule of 78. The refund of premiums in the case of leves
term credit life insurance shall be no less than the pro rata unearned gross prerium, No
refund need be made if the amount to be refunded is less than two dollars.

(¢) It a creditor requires a debtor to make any payment for credit life insurance or
credit accident and sickness insurance and an individual policy or certificate of s:
of insurance is not issued, the creditor shall immediately give written notice to such debtor
and shall promptly make an appropriate credit to the account,

(d) The amount charged by the ecreditor to the debtor for any credit life or credit
accident and sickness insurance shajl not exceed the premium rote  fled with the

{554 foF the previded premiums charged by the insurer, as computed
according to its schedule of premium rates then on file with the Commission for the
coverage provided . '

Liead
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38.1-482.9. Portion of premium may he allowed to C'IX'(;'E‘..iKOl’Z‘ insurance may be
ided and serviced at crediior's pluce of bhusiness.— Gredit :gf"e imsiruace and cseigz%
“ent and sishness incuranied is wsualiy gffcersd ion _th_e ETUGIESF ée:-ems. it i3 eszeniiad

aEiag of 12 lonn of ewler exlension of crudis giving Flse to Sigh InTuKIAcE a&:@
ezl insurance is aeecsansily arranged fof simultaseousty with the entering into sueh crogit

tranzzetons In resognitien of the {oregoing cenditisas, and Motwithstanding the provisions of

any other statutes of this State Comsmomivealth which expressly or by construction may
provide otherwise: ) o . . .

(@) A portion of the premium of credit life insurance or credit accident and sickness
Insurance may be allowed by the insurer to a creditor, its amhu:,t‘e° or associate or
subsidlary or a director, officer or employee of any of them for providing and servicing
such insurance, and such portion of the premium so allowed shall not be deemed as a
rebate of premium or as intersst or charges or consideration or an amount in excess of
permiited charges in connection with the loan or other credit transaction; and )

(b) All of the acts necessary to provide and service credit life insurance and credit
accident and sickness insurance may be performed within the same place of business in
which is transacted the business giving rise to the loan or other credit transaction. )

§ 38.1482.10. Issuance of policies~(a) All policies of credit life insurance aad or credit
accident and sickness insurance shall be delivered or issued for delivery in this Sigte
Commonwealth only by an insurer author;z:d é;ggr §§l 3&&;85 tqh 3851;38 inch.}sis{ie to do an
insurance business thersin, and shall only throug olders of licenses or
authorizations issued by the Commission under $§ 38:1-301} o 38-1-30L3 imelusive of wades
- subseetion (b) of this seetion Chapter 7.1 (§ 38.1-327.] et seq) of this title .

(B) Eveﬁmsmdm%mna.ﬁeeﬁea&ma&w%m
shell makes wrillen : containiag

, i ing of :
sueh lcense shall be subject WW#&MQ%M&&%

§ 38.1-482.11. Claims(2) All claims shail be promptly reporied to the insurer or its
designated claim representative, and the insurer shall maintain adequate claim files. All
claims shall be seitled as soom as possibie and in accordance with the terms of the

(B) All claims shall be paid or credited either by electronic means or by draft drawn’
upon the Insurer or by check of the insurer to the order of the claimant to whom payment
of the claim is due pursuant to the policy provisions, or upon direction of such claimant to
oné specified.

(¢) No plan or arrangement shall be used whereby any person, firm or corporation
other than the insurer or its designated claim represeatative shall be authorized to settle of
adfust claims. The creditor shall not be designated as claim representative for the insurer
in adjusting claims; provided, that a SToup of fraamehise policyholder may, by arrangement
with the insurer, draw drafts or checks or credit by electromic means i pavment of claims
due to the group er framelise policyholder subject to audit and review by the insurer. rxe
insurer shall make periodic review of claims paymerits made or its behalf by clairr
rFepresentaiives or group policyhoiders.

§ 38.1-482.12, Debtor to have option of furnishing insurance through existing policies or

-other insurers.~-When credit life insurance or credit accident and sickness insurance is
required as security for any indebtedness, the debtor shall 7 peR request o the cradiles
have the option of furnishing the required amount of insurance through existing policies of
insurance owned or controlled by him or of procuring and furnishing the required coverage
through any insurer authorized to tramsact an insurance business within this Siate
Commonwealith . The creditor shall inform the debtor of kis optionr i writing and shall
cbtain the debtor’s signature acknrowledging that he understands this option.

§ 38.1<82.12:]. Reserves.—A. Each insuraence company licersed to wrile credit [life
insurance shall establish and maintain reserves onm all such business written in this
Commonweaith which, at valuation date, shall be not less than 130 percent of the
aggresaie reserves on all such business calculated by the net prermium rmethod on the
basis of the Commissioners’ 1958 Standard Ordinary Mortality Table (or. at the option of
the company, 100 percent of such reserves calculated on the Cormirnissioners' 19058
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Stardard Ordinarm: Mortality Table with 130 percent mortality) with interest qp /Tve and
onc-zalf percont for single premium insurance and [our and one-half pereer for all ather
insurance annually. Such resemves may be calculated on vither an ennuad or a rornthly
basis with a reasonabie ussurmption, subject to statistical proof, as o averege ases at
issue or at cxpiry. Tables used in calenlating such reserves mucst be filed with and
aupproved by the Comnission,

3. Fach insurunce cormpany licensed. to write credit accident and sic“ress insurarce
shail estabiish and maintain reserves on all such business written in this Cormmonwealth
which shall at all times be not less than the total unearred 8ross premiums calculated by
the pro rata method or Oy the Rule of 78, except that it may be assurmed that alf
dusirness written in any calendar month was written as of the fifteenth of such month.

§ 38.1-482.13. Rules and regulations of Commission: order for compliance with articie.-
(a) The Commission may , after notice and Bearing opportunity for aif interested parties
t> be heard, may , issue such rules and regulations éonsistent with as are nRecessary and

§ I8.1-482.14:1. Enforcement and penalties.—A. 1. Whenever the Commission has reason
to believe that a persom has been or s engaged in conduct which viciates this article, or
ary rule or reguiation issued or promulgated pursuant thereto, the Commission may issue
and serve upom such Person a statemernt of charges and notice of hearing to be held ar a
time and piace fixed in the notice. The date for such hearing shall be not less then ten
days after the date of service. :

2. At the time and Place fixed for such hearing the person charged shall have an
opportunily to arnswer the charges and present evidence or his behalf. Upom good cousg
shownr, the Commission shell permit anmy adversely affected pPersom to intervene, appear
aend be heard at such hearing by counse! or in persor.

2 Im all matters in connection with suck investigatiorn, charge, or hearing, the
Commission shall have the Jurisdiction, power and authority granted or conferred uporm ir
by Title 12.2 (§ 12.2-7 et seg,),

& If after o hearing pursuant to subsection 4 of this section, the Commission

this article. or any rule or reguiation issued or promulgated pursuant thereto, it may [ssue
an order requiring such persorn to cease and desist from such conduct or practices.

{. In any case where a hearing pursuant to subsection A of this section results in the
finding of a violation of this article, or any rule or reguiation issued or Promulgated
pursuaent thereto, the Commission, in addition to the issuance of a cecse and desist order
as prescribed in this section, may order any one or more of the following:

a. Paymernt of a monetary penaity of not more than $1,000 for each act or violation
but not to exceed an aggregaie penaity of $10,000 unless the Commission finds that the
person krrew or reasonably shouid have known that he was in violation of this article, in

exceed an aggregate penaity of $50,000 in any six-month period: or i

b. Suspension or revocation of a person’s license if he krnew or reasonabdly should have
“known that he was in violation of this article, or any rule or regulation Promulgated
pursuant thereto.

2. Any person whko violates a cease and desist order of the Commission after notice
and hearing and upor order of the Comrmission, may be subject to one or more of the
following penaities. at the discretion of the Commission:

2. A monectary fine of not more than $10,000 for ezck violation but not to exceed ar
aggregate penaily of $100.000: or : :

b. Suspension or revocation of such person’s license.,

§ 38.1-482.15. Appeal from action of Commission.-From any action taken by the
Commission hereunder, whether upon petition from action taken by the Commissienes

£
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y insurer, or any cther person in interest considering himse}f
acsrieved, may, as a matter of right, appeal to the Supreme Court of Appeals Virginia in
the manner provided by law.

§ 38.1¢82.76:4. Severzbility clause.~if any section, subsection. seriterce. part or
upplication of this article shall be adjudged to be invalid by any cowurt of cormpetent
Jurisdiction. such judgrment shall not affect, impair or invalidate the remainder of this
article but shall be confined in its operation to the section, subsection. sernterce, part or
epplication directly involved in the controversy in whick such Judgment shall have been
rendered.

§ 38.1-182.16:2. Effective date.-This article shall become effective July 1. 1982, Previous
regulations promulgated by order of the Commission reiating to credit insurance shall
remain in effect to the extemt that they are not in conflict with this article or wuntil they
are superceded. Franchise policies currently in force as of the effective Jate of this low
shall remain in effect wntil the anniversary date of the policy next followirig the effective
date of tkis article. All certificates, policy forms and premiums sholl corform (o the
requirements of this article not later tham the anniversary date of the poliey next
Jollowing the effective date of this article. Ary policy issued to replace or supplernert ar
existing policy of credit insuraence shall be ignored for purposes of determmining the
arriiversary date if such change is made aftar the date of enactment of this article. AdE
ceriificates, policy forms and premium rates in connection with credit insurance policies
issued on and after the effective date of this article shall conform to the requirements of
thig article.
zngfetd, §§ 38.1-482.3, 38.1-482.7, 38.1-482.14 and 38.1-482.16 of the Code of Virginia are
e

President of the Senate

Speaker of the House of Delegates

Approved:

Governor



