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To: 

CREDIT LIFE AND CREDIT ACCIDENT A�D 

SICKNESS INSURANCE 

REPORT OF THE 

VIRGINIA ADVISORY LEGISLATIVE COUNCIL 

RICHMONµ, VmqI?ll'IA, 

November I:>, 1959 

HONORABLE J. LINDSAY ALMOND, JR., Governor of Virginia 

and 

THE GENERAL ASSEMBLY OF VIBGINIA 

Although credit life insurance-that is, insurance upon the life of a 
debtor which is designed to pay off the debt in the event of his death-has 
been written in Virginia for more than thirty-five years, it ha!:! been only 
within comparatively recent times that the vast increase in "consumer 
credit", accompanied by a similar increase in the volume of insurance to 
protect such credit, has brought the question of the desirability of regula­
tion of such insurance to the forefront. At the present time, Virginia 
law does not deal with this insurance as such and the policies which are 
issued are issued under statutes which were written with other types of 
insurance coverage primarily • in mind . 

. Knowing of the great increase in the number and amount of such 
insurance policies, and feeling that the subject should . be carefully ex­
amined before any legislation is adopted,. the General Assembly at its 1958 
regular session adopted House Joint Resolution No. 38, which is as follows: 

HOUSE JOINT RESOLUTION NO. 38 

Directing the Virginia Advisory Legisl,ative Council to study the credit life 
and credit accident and health insurance business and the need for 
legisl,ation to better control these classes of insurance. 

Whereas, it has come to the attention of the insurance regulatory 
authorities of the State of Virginia that there may exist many abuses, 
contrary to the best interest of the public, in the sale and effecting the 
credit life and credit accident and health insurance which cannot be cor­
rected by the regulatory authorities under the present State laws; now, 
therefore, be it 

Resolved by the House of Delegates, the Senate concurring, that the • 
Virginia Advisory Legislative Council is directed· to make a study of the 
credit life and credit accident and health insurance business and all 
matters related thereto with a view toward recommending legislation that 
may properly regulate these classes of insurance business. 

The Council shall submit to the Governor and the General Assembly 
on or before October one, nineteen hundred fifty-nine a report of its study 
along with its recommendations, together with any suggestionl:l for legisla­
tion that it might find to be necessary to ·carry out its reco:mmenqations. 
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The Council selected W. Tayloe Murphy, member of the House of 
Delegates and member of the Council, Warsaw, to serve as Chairman of a 
committee to .make the initial study and report to it. Chosen to serve with 
Mr. Murphy· on this committee were the following: Norman C. Bailey,. 
former member of the House of Delegates, Orange; Thomas C. Boushall, 
Chairman of the Board, Bank of Virginia, Richmond; Curry Carter,, at­
torney and member of the Senate, Staunton; Edmund T. DeJarnette, 
former member of the House of Delegates and insurance agent, Richmond; 
Virgil R. Goode,· attorney at law and President of General Fidelity Life 
Insurance Company, Richmond; Alfred Hiss, attorney at law, Arlington; 
T. Nelson Parker, Commissioner of Insurance, Richmond; and Webster S.
Rhoads, Jr., Chairman of the Board, Miller & Rhoads, Incorporated, Rich­
mond. John B. Boatwright, Jr. and Wildman S. Kincheloe, Jr.,. served
as Secretary and Recording Secretary, respectively, to the Committee.

The Committee reviewed legislation which has been adopted and 
proposed for adoption in the field. It held a public hearing at which the 

• advice of those especially conversant with the subject was sought and
obtained. After mature consideration, the Committee submitted its report
to the Council. The Council has carefully considered the report of the
Committee and now submits its findings and recommendations.

THE NATURE AND IMPORTANCE OF CREDIT LIFE AND CREDIT 
· ACCIDENT AND SICKNESS INSURANCE

. Credit life insurance is, as indicated above, insurance on the life of a 
debtor. so that if he dies during the period in which the debt is contracted 
to be paid by him, the insurance company pays to the creditor the unpaid 
balance of the debt. Credit accident and sickness insurance is insurance 
whereby a debtor is indemnified against disability which would prevent 
him from working and which provides that after the debtor has been 
disabled continuously for a specified number of days, the insurance com­
pany will pick up and pay the debtor's instalment payments during the 
period of such continuous disability. The credit which is so insured arises 
as the result of loans made by banks and other lending institutions to 
borrowers or as a result of the unpaid balance of the purchase price which 
the debtor has contracted to pay for articles or services. 

• Today the economy of the United States is geared to consumer credit.
Consumer loans constitute a large part of the business of banks and other 
lending institutions; producers of durable goods depend upon· consumer 
credit in selling these goods; and many working men would be unemployed 
were it not for this type of credit in our economy. A vast majority of 
these borrowers and these purchasers of goods and services on credit, while 
honest and industrious, are individuals with no collateral and nothing on 
which credit can be based other than a good reputation and a potential of • 
future earnings. When death or disability occurs, these earnings cease. 
But for the protection afforded by this type of insurance, the creditor would 
either lose his money or be forced to proceed against the family of the 
deceased debtor, or in the case of credit accident and sickness insurance, 
against a debtor who in all likelihood is already in straitened circumstances. 

Consumer credit has grown so rapidly in our economy since the end 
of World War II that it is almost unbelievable. According to figures 
which have been presented to us, credit life insurance increased from 
$365,000,000 in force in 1945 to over $17,.000,000,000 in force in January 
1957 .. This is an increase of more than 4000% for this twelve-year period. 
The following figures will point up how rapidly credit life insurance is 
becoming a-part and parcel of the consumer credit economy of our country. 
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1945 
1950 

•.. 1956 

Credit Li,f e Insurance .as Per. Cent_. 
of Consumer Credit Outstanding 

Credit Life 
Insurance(*) 
(in millions) 

365 
3,889 

17,098 

Consumer,. :
• Credit(t) •
(in millions) 

-4,074
17,994
36,254

(*) _Source-Institute of Life Insurance . 
(f) Source -Federal Reserve. Bulletin 196'7

'o/a" Cov�r�d by· • ,, • •• 
Credit Life 

9.0% 
21.6% 
47.2% 

The fundamental principle of insurance, that· is, spreading--the :loss. of a
few among many, is now a practical and necessary part of the consumer 
credit business of our country and is therefore indispensabl\;l ·: to. �h_e 
economy of the country. It is important that, it sho�uld be preservl;!d on�
practical and business-like basis. • • • • • 

THE DESIRABILITY OF REGULATION 

All insurance which is written in Virginia is subject to regulation. In 
the case of practically every class of insurance the regulatory statutes wel,"e 
designed specifically to cover the practices concerne_d with the partic�l# 
type of insurance being written. While it is true that credit li;f e ins1,11:anc� 
and credit accident and sickness insurance have many factors in cpinm,o� 
with the general types of insurance on life and against accidents and: sick"." 
ness, the purposes for which the coverage is written and. the manner)n 
which policies are issued and delivered vary sharply from general li:/;e and
accident and sickness insurance. In addition, practices hay�Jtrowri' \Ip fl.Ad 
been legalized in some other jurisdictions which ·would_· gr.ei,ttly ·facilitate
the supplying of these coverages in many cases. • 

• 
 
:. • •• • 

··-
·' 

.
• 

.

. :Approximately five years ago the National Association -of- Insurance
Commissioners began a study of the regulation of credit life and • credit
accident and sickness insurance. In the course of this study it:was-found 
that some abuses have developed in some places with reference' to -such' 
insurance. Most of the complaints originating from such transactions 
were caused by one or more of the following acts: • 

(i) Charging the debtor an insurance premium based on an·:amounii
of insurance in excess of the amount of indebtedness. • · · · ,
(ii) Charging the debtor an· insurance premium based on insii�a:ri'.c�;
in force for a longer period than the final maturity of the )n_<iei:>ted-,.'.
ness.
(iii) Failing to inform the debtor that insurance has been effect�d iri.
connection with the indebtedness and failing to inforin him' as 'to the
amount, length of term of the insurance and the premiums which he,
the debtor, has contributed. • • • • 

(iv) Failing to refund to the debtor the unearned portion of th�
premium when the indebtedness is prematurely paid .or re:p.ewed.
To remedy such abuses and to facilitate the writing of credit life and 

credit accident and sickness insurance, the N Aid prepared a mqdel bill_ 
for the regulation of this type of insurance. This bill has been considered 
by and adopted with modifications in the legislatures of at least .twelve 
states. Additional. jurisdictions have also had its adoption. under con,:. 
sideratio:n. 

• • • • •• • • 



We do not feel-that the mo_del bill· in its entirety is suitable for adop­
tion in .Virginia but we do feel that both for the protection of the public 
and to facilitate the business of writing this type of insurance coverage, 
legislation along the general lines of this suggested bill is desirable. 

THE RECOMMENDED BILL 

A detaHed analysis of the provisions of the bill is not possible within 
-the compass of this brief report but we feel that it will be helpful to set
forth and discuss ·some of its salient features. In so doing we will com­
ment upon some principal variations between the legislation which we
propose and the model bill mentioned above which has been proposed
for adoption by the National Association of Insurance Commissioners.

The general scheme of the bill is to set forth credit life insurance.and
credit accident and sickness insurance as distinct types of insurance cov­
erage and to provide, applicable to such insurance and to those who
write, sell and service it, only those provisions of the· laws • applicable to
general life insurance and accident and sickness insurance as are neces­
sary; also to set forth the special provisions which we feel should be in
effect to facilitate and yet to control the writing of these types of insurance.

Credit life· insurance and credit accident and sickness insurance are
provided for in three forms. These are individual policies, group _policies,
and "franchise master policies". As to the group coverage, the bill sets
forth in considerable detail the requirements for such policies. This is· a
departure from the NAIC bill but is deemed necessary in order to revise
and modernize·the present.law relating to group policies providing these
types of ·coverage.

The· prop9s�d franchise master policy also is a departure from . the 
m.odel'bill; Under it, the policy would be issued to the creditor and at his
option his debtors' ,could be insured without the requirement applicable
to a group policy that a given • percentage of the eligible debtors be· '.cov­
ered, _and without the necessity of issuance of an individual policy in each
case; h,o:wever, in any case where the debtor pays any part of the insurance
premium, he must receive a copy of the policy, or a certificate or a state-

• ment .disclosing to him all material details of his insurance.
The bill sets forth in detail what provisions must be contained in

individual, group and franchise master policies. These are less extensive
than the. provisions. ],'equired generally in life and accident and sickness
policies. Similarly . the bill sets forth prohibitions against certain pro­
visions being inserted in.such-policies. These variations from the general
law are : desirable in ·view of the manner in which credit life and credit
accident· and sickness insurance are generally provided. In the case of
these coverages the insured may never see the policy under which •he is
insured as �n, the.case of a group or a franchise master policy, or, in the
case of.an individual policy he may not see it until .after the coverage has
been effected. . The policies are of short duration and in most cases limited
in amount'. • W Ed'.eel that the provisions for inclusions and exclusions are
sufficient to protect the rights of the insti'reds and at the same time are
not so detailed a� to complicate the issuance of policies or certificates or
statements· of insurance.

The :recommerided bill eliminates one inconsistency' contained 'i:n the
NAIC bill.· That bill contains general provisions that the amount of in­
surance shall.no.t·exceeq the indebtedness, but contains a further :r,rovision
that "wherever the' amom1t of insurance may exc�ed • the unpaid inaebted­
ness, •that' any exeess shall be payable to a beneficiary; other than the
creditor, named by the debtor or to his estate." The theory of credit-1ife'.in-
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surance is that it is required to extinguish a debt, thus giving protection 
both to the creditor and to the debtor's surviving family or his estate. 
Under these circumstances we feel that this coverage should, be li�ited in 
amount, in all cases, to the remaining unpaid balance of the obligation 
which it was designed to extinguish. 

The recommended legislation contains two other provisions which 
should be noted. It provides for the licensing of a special type of agent. 
The bill requires that policies of credit life and credit accident and sickness 
insurance shall be delivered or issued for delivery only by authorized 
insurers. It provides for their issuance through presently licensed agents 
but it further creates the classification of "credit life insurance agent" and 
provides for licensing of these agents upon a basis which will make it 
more feasible for lending institutions and creditors generally to qualify 
their personnel to issue such policies. The bill also contains a provision for 
the allowance by the insurer of a portion of the premium on such insurance 
as compensation for providing and servicing the coverage. 

CONCLUSION 

In summary, we reiterate that we believe that the. regulation of 
credit life and credit accident and sickness insurance, apart from other 
types of insurance coverage, is desirable both for the purpose of eliminat­
ing possible abuses which have arisen in some instances and for the 
stimulation both of the business of providing such insurance and of the 
transactions involving consumer credit with which such coverage is 
associated. We believe that the attached bill accomplishes both of these 
ends and again recommend its adoption. 
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A. BILL to amend the Code of Virgini,a, by adding in Chapter 9 of Title.
. ; 3}J.1 thereof a new article numbered 5.1 containing sections numbered 

';33;1-482.1 through 38.1-482.16, to prescribe the form and content of 
• policies, certificates and statements of credit life .and credit accident 
and sickness insurance, to prescribe the amount and terms . of such 
insurance, to require filing of forms and premium schedules, to re­
quire certain ref'l!,nds, to provide for c01npensation for providing and 
servicing such insumnce, to provide for licensing of agents, to regUr 
late the p.ayment of claims, to provide for enforce1rient and the powers 

• of the State Corporation Cmnm,ission with respect thereto ; and to
provide penalties. 
Be it enacted by the General Assembly of Virginia: 

1. That· the Code of Virginia be amended by adding in Chapter 9 of
Title 38.1 thereof a new article numbered 5.1 containing sections num­
bered 38.1-482.1 through 38.1-482.16, as follows:

Article 5.1 

CREDIT LIFE INSURANCE AND CREDIT ACCIDENT AND 
SICKNESS INSURANCE 

§ 38.1-482.1. All life insurance and all accident and sickness insurap.ce
sold· in connection with loans or other credit transactions shall except as 
provided in § 38.1-482.12 be subject to the provisions of this article except 
such insurance sold in connection with a loan or other credit transaction of 
more than ten years duration. The . provisions of this article shall be 
controlling as to such insurance and no other provisions of this title shall 
be applicable unless otherwise specifically provided. 

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

(a) "Credit life insurance" 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 indemnity for payments becoming due on a specific loan 
or other credit transaction while the debtor is disabled as defined in the 
policy; 

(c) "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 ar­
ranged through a credit transaction; 

( e) "Indebtedness" means the total amount payable by a debtor to a
creditor in connection with a loan or other credit transaction; 

(f) "Franchise credit life insurance" and "franchise credit accident
and sickness insurance" mean that form of insurance by which a master 
policy is issued to and in favor of a creditor, under which policy debtors 
are insured at the option of the creditor, in a manner similar to, but 
without the necessity of issuance of, individual policies; 
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· . (g). "Credit life insurance agent" means an agent of an insurance
company licensed in this State, who is authorized to solicit, negotiate or 
effect credit life insurance or credit accident and sickness insurance/ or , 
both, but only to the extent as is authorized and limited in this article·; • • 

(�) "Commission" means the State Corporation Commission; •· 
(i) "Commissioner" means the Commissioner of Insurance.·

§ 38.1-482.3. Credit life insurance and credit accident and sickness
insurance shall be issued only in the following forms : 

(a) Individual policies of life insurance issued to debtors on the term
plan; 

(b) Individual policies of accident and sickness insurance issued to
debtors on a term plan or disability benefit provisions in individual policies 
of credit life insurance; 

(c) Group policies of life insurance issued to creditors providing
insurance upon the lives of debtors on the term plan subject to the follow­
ing requirements: 

(1) The debtors eligible for insurance under the policy shall be all of
the debtors of the creditor whose indebtedness is repayable ·either (i) in 
instalments over a period not to exceed ten years or (ii) in one sum at the 
end of a period not in excess of eighteen months from the initial date of 
debt or all of any class or classes thereof determined by conditions per­
taining to the indebtedness or to the purchase giving rise to the indebted­
ness. The policy may provide that the term "debtors" shall include 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 partner­
ships is under common control through stock ownership, contract, or other­
wise. No debtor shall be eligible unless the indebtedness constitutes an 
irrevocable obligation to repay which is binding upon him during his 
lifetime at the time the insurance becomes effective upon his life. 

(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. No policy covering debtors under obliga­
tions outstanding at the date of its issuance shall, when a part or all of the 
premium is to be derived from the collection from the insured debtors of 
identifiable charges for insurance, include· in the class or classes eligible 
for insurance without evidence of insurability, any such debtors unless at 
least seventy-five per centum of the then eligible debtors elect to pay the 
required charges; and no. such policy on which no part of the premium is 
to be derived _from collection of such identifiable charges shall be issued 
unless it insures all eligible debtors, or all except any as to whom evidence 
of individual insurability is not satisfactory to the insurer. 

(3) The policy may be issued only if the group of eligible debtors is
then receiving new entrants at the rate of at least one hundred persons 
yearly, or may reasonably be expected to receive at least one hundred new 
entrants during the first policy year, and only if the policy reserves to the 
insurer the right to require evidence of individual insurability if less than 
seventy-five per centum of the new entrants become insured. The policy 
may exclude from the classes eligible for insurance classes of debtors 
determined by age. 

(4) The amount of insurance on the life of any debtor shall at no time
exceed the amount owed by him which is repayable in instalments to the 
creditor, or ten thousand dollars, whichever is less. Where the indebted-
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ness is repayable in one sum to the creditor, the insurance on the_ life of 
any debtor shall in no instance be in effect for a period in excess of e1gh�een 
months except that such insurance may be continued for an additional 
period not exceeding six months in the case of default, extension or recast­
ing of the loan. The amount of the insurance on the life of any debtor 
shall at no time ex·ceed the amount of the unpaid indebtedness, or ten 
thousand dollars, whichever is less. 

( 5) The insurance shall be payable to the policyholder. Such pay­
ment shall reduce or extinguish the unpaid indebtedness of the debtor to 
the extent of such payment. 

( d) Group policies of accident and sickness insurance issued to
creditors on a term plan insuring debtors or disability benefit provisions 
in group credit life insurance policies to provide such coverage; 

(e) Franchise master policies issued to creditors to provide life in­
surance coverage for debtors on the term plan; and 

(f) Franchise master policies issued to creditors to provide accident
and sickness insurance coverage for debtors on the term plan. 

§ 38.1-482.4. (a) The amount of credit life insurance shall not exceed
the initial indebtedness. Whether an indebtedness is repayable • in sub­
stantially equal instalments or in a single sum, the amourit of insurance 
shall at no time exceed the amount of the unpaid indebtedness. 

(b) The total amount of periodic indemnity payable by credit accident
and sickness insurance in the event of disability, as defined in the policy, 
shall not exceed the total amount of the initial indebtedness, nor shall any 
one payment of periodic indemnity exceed the initial indebtedness divided 
by the number of such periodic payments. 

§ 38.1-482.5. The term of any credit Jife insurance or credit accident
and sickness insurance shall, subject to acceptance by the insurer,. com­
mence on the date when the debtor becomes obligated to the creditor, 
except that, where a group policy or a franchise master policy provides 
coverage with respect to existing obligations, the insurance on a debtor 
with respect to such indebtedness shall commence on the effective date of 
the policy: The term of such insurance shall not extend more than fifteen 
days beyond the scheduled maturity date of the indebtedness or final 
instalment thereof except when extended without additional cost to the 
debtor. If the indebtedness is discharged due to renewal or refinancing 
prior to such maturity date, ·the insurance in force shall be terminated 
before any new insurance may be issued in connection with the renewed 
or refinanced indebtedness. In all cases of termination prior to scheduled 
maturity, a refund shall be paid or credited as· provided in § 38.1-482.8. 

§ 38.1-482.6. (a) All credit life insurance and credit accident and
_sickness insurance sold shall be evidenced by an individual policy, or in 
the case of group insurance or insurance under a franchise master policy 
where any part of the premium is paid by the debtors or by the creditors 
from identifiable charges collected from the insured debtors not required 
of an uninsured debtor, by a certificate or statement of insurance. 

(b) Each individual policy or certificate or statement of credit life
insurance, and/or credit accident and sickness insurance shall set forth the 
name and home office address of the insurer, the name or namP-s of the 
debtor, the premium or amount of payment, if any, by the debtor sep­
arate.ly :;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 
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benefits shall be paid to the creditor to reduce or extinguish the unpaid 
indebtedness. 

(C) No individual policy of credit life insurance or credit accident and
sickness insurance, no group policy of credit life insurance or credit acci­
dent and sickness insurance, and no franchise master policy of credit life 
insurance or credit accident and sickness insurance shall be delivered or 
issued for delivery in this State, 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 therefore, if any and if a copy of the application is 
endorsed upon or attached to the policy when issued, shall 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 nonpayment 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. insurane'e with 
respect to which such statement was made after such insurance has· b'een 
in force 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 thereundel", 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 poliey. 

( 5) 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, and no restriction, condition or provision in or endorsed on such 
policy shall be valid unless such provision or condition is printed in type 
as large as brevier or eight point type, or. is written in pen and ink or 
typewritten in or on such policy. 

'(d) No individual policy of credit life insurance or credit accident and 
sickness insurance, no group policy of credit life insurance or credit 
accident and sickness insurance, and no franchise master policy of credit 
life insurance or credit accident and sickness insurance shall be delivered 
or issued for delivery in this State 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 accrues.; ·or 

. '(2) To the effect that the agent soliciting the insurance is the agent 
of th'e person insured under the policy, or making the acts or representa­
tions of such agent binding upon the person so insured under the policy . 

. (e) Where any part of the premium is paid by the debtors, or by the 
creditor from identifiable charges collected from the insured deb'tots 11ot 
required of uninsured debtors, then a copy of the individual .policy or 
certificate or statement of insurance shall be delivered to the insured •debtor 
at the time the indebtedness is incurred ·or within :five days thereafter. 

'§ '38.1-482.7. (a) All forms of policies, certificates of insurance, -shite­
ments of insurance, endorsements and riders intended for use in this 'State 
·shall be :filed with the Conrtn:ission.
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• ; (b) The Commission shall within thirty days after the filing of any
such policies, certificates of insurance, statements· of insurance, endorse­
ments and riders, disapprove any such form if it contains provisions which 
are contrary to, or not in accordance with, any provision of this article or 
of any rule or regulation promulgated thereunder. 

: (c) If the Commission notifies the insurer that the form is dis­
approved, it is unlawful thereafter for such insurer to issue or use -such 
form. In such notice, the Commission shall specify the : reason for its 
dfa1approv1:1,l and state that a hearing will be granted within twerity • days 
afte•t re·quest in writing by the insurer. No such policy, certificate of 
insurance, statement of insurance, endorsement or rider, shall be issued 
or use.d until the expiration of thirty days after it has been so filed, unless · 
the :qommission shall give its prior written approval thereto. 

•• (d) The Commission may, at any time after a hearing held not less
than twenty days after written notice to the insurer, withdraw its approval 
of aiiy: • such form· on any ground set forth in subsection (b) above. . The 
written notice of such hearing shall state the reason for the proposed 
withdrawal. 

. 

• . • '. ( e) No. insurer shall issue such_ forms or use them after the effective 
date of such withdrawal. 

§ 38.1.-4!fa.8. (a) Each insurer fasuing credit life insurance or ci·edit
accident and sickness insurance shall file with the Commission its schedules 
of. premium rates for use in connection with such insurance. Any in­
sur.er. ·may revise such schedules from time to· time, and shall file: such 
revised ·schedules with the Commission. No insurer shall issue any credit 
l.if.e ins1;t�ance policy or credit accident and sickness insurance policy for
which, .the premium rate exceeds that shown by the schedules f such in-• •  • 

. '(bf Each individual policy, certificate or statement ·of insurance shall 
provide that in the event of termination of the insurance prior to the 
schedule: maturity date of the indebtedness, any refund of an amount paid 
by th.e debtor for insurance shall be paid or credited promptly to the 
person. entitled thereto; provided, however, that the Commission shall 
prescribe a minimum refund and no refund which would be less than such 
mi:i;iimum need be made. The. for-mula to be used in computing such re­
fund shaUbe filed with and approved by the Commission . 
. • , •. :.<c). If a creditor requires a debtor to make any payment for credit life 
insubince or credit accident and sickness insurance and an individual 
policy or certificate or statement of insurance is not issued, the creditor 
sh1=1-ll)nµnediately give written noticerto such debtor arid shall promptly 
make ,a11 apptopriate credit to the account. • 
. . (d). Th,e amount �h�rged_by the creditor to the debtor for any credit 
life· "or credit accident and sickness insurance shall not exceed. the 
premJ,um· t;=i:te µled :with the Commission for the coverage provided.' • 

•,; . . . .  .    
. . ·. §, �8.�-482.9. Credit .life insurance and credit accident and sickness 
in_su_r�nce is. u�ually effected when the creditor deems it is ·essential. to 
the .�'i��i:ri.g. of, the .lqan or oth�r extensiop of credit givin� rise to. _sllch 
rnst,n�ance, and such msurance 1s. necessarily arranged for simultaneously 
with.,:th,e_ entering into .such credit transaction .. In recognition· of. the 
foregoing conditions, and notwithstanding the provisions of any other 
st�.tute!:! of this State. which e�pressly or by construction may :pi:ovide
otherwise: . .. .. • . . . . . . • • 

 
';:;:,: ; (-� j. A portion of • the '. premium of • cr�dit. ·life 'insurance : or ; credit 
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acdident it11d sickness insurance may be allowed by the insurer to· a 
creditor, its· affiliate or associate or subsidiary 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 interest . or charges or consideration or an amount in 
excess .of pe"rmitted charges in connection with the loan or- other: credit 
transaction; and . . 

,; ,;(.b) All of. the acts necessary to provide and service credit' lifein­
srirance -and . credit accident and sickness insurance may be perf O:rm,ed 
Within the same place of business in which is transacted the b_usin_E!ss 
giving :rise to the loan or other credit transaction . 

. § 38.1-482.10. (a) All policies of credit life insurance and: 'credit 
accident and sickness insurance shall •be delivered or issued for delivery 
in �his-State only by an insurer authorized under § 38.1-85 to § 38.1-98 
inclusive to do an 'insurance business therein, and shall be issued · only 
through holders -of licenses or authorizations issued by the Commission 
ilndeI" § 38.1-301.1 to·§ 38.1-301.9 inclusive or under subsection (b) of.this 
section. : • • • . - . • 
.. • � (};>) :Every individual who desires to obtain a license as a credit life 
insurance agent shall make written application to the Conrinissipn in 
such form and containing such 'information as the Commission shall 
prescribe. Each such applicant shall, at the time of filing his application, 
.pay a. fee of two. dollars, which shall be collected by the Commission and 
pai�-directly into the State treasury and placed to the credit of the-:f:tin,d for 
the. mairitenance of the division or bureau of the Commission. established 
fo1i the administration of the insurance laws of the State.. The fe.e shall not 
be•r�fundable ... Upon the Commission being satisfied that an applicant is 
_of good character, that he bears a good reputation, is honest ,aii.d his 
application shows he has sufficient knowledge of the requirements .qf this 
article to intelligently conduct the insurance business as authorized there­
under, then such applicant shall be entitled to and shall receive from the 
Co�ission a license as a credit life insurance agent. The contents 
and., duration of such license, the annual fee therefor and the grounds 
and p:rocedure for refusing, suspending or revoking such license sl].all .be 
subject to the applicable provisions of § 38.1-302 to § 38.1-3.14 inclusi;v�-

. 38.1-482.·11. (a) All claim1:1 shall be promptly reported to the in.surer
or: its .designated claim representative, and the insurer shall. maintain 
:a:d�quate claim files.· All claims shall be settled as soon as possible ·and in 
accordance with the terms of the insurance contract. 
• _:_· ·;(b) :All claims shall be paid either by draft drawn upon the'insurer
or bY ch�ck of the insurer to the order of the claimant to wlioin ·payment 
of the: claim is due pursuant to the policy provisions, or upon di  of 
su�h :cl1:1,�mant -�o:op.e �pecified... . • • • 
,-. : , , •• 1 : 0 • . .- . 

• • , • , r • • • - • - :, , . · . -�i : . 

O'. < ·.(c). No plan or· arrangement shall be used whereby any per�Qri; .firm 
or corporation ·other than the insurer or its designated claim repr,esentative 
shall be authorized to settle or adjust claims; • The creditor shall not be 
designated. as claim representative for- the insurer in adjusting cl�ims; 
.proyided,. that-a ·.group or -franchise policyholder may, by arra1,1ge�ent 
with,the.insurer,_draw drafts or checks in: payment of claims d:uejo: the 
group,or fF.anchise policyholder sul::>ject to audit and review by the ins11rer . 

. . . �. - - � . � . r ... : . ·-. , 

38.1-482.12. When credit life insurance or credit accident arid sick­
ness insurance is required as additional security for any indebtedness, the 
debtor shall, upon request to the creditor, have the option of furnishing 
the required amount of insurance· through existing policies of insurance 
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owned or controlled by him or of procuring and furnishing the re9.�ired 
cover�ge through any insurer authorized to transact an insurance busmess 
within this State. 

§ 38.1�482.13. (a) The Commission may, after notice and hearing,
issue such rules and regulations consistent with the provisions of ·this 
article as it deems appropriate for the supervision of the regulatory 
provisions of this article. Every such regulation, every administrative 
ruling, and every requirement of general application shall be in writing 
and maintained as a public record in an indexed permanent book with 
date .of • each suitably indicated. A copy of each regulation and ,order 
promulgating it shall be mailed by the Commission to all insurers licensed 
to write insurance under this Article. 

(b) Whenever the Commission finds that there has been a violation
of this article or any rules or regulations issued pursuant thereto, and 
after written notice thereof and hearing given to the insurer or other 
person authorized or licensed by the Commission, it shall set for.th. the 
details of its findings together with an order for compliance by a specified 
date. Such order shall be binding on the insurer and other person author­
ized or licensed by the Commission on the date specified unless sooner 
withdrawn by the Commission or a stay thereof has been ordered by the 
Supreme Court of Appeals. 

§ 38.1-482.14. In addition to any other remedy, an insurer or any
other i}erson in interest considering himself aggrieved by an action of the 
Commissioner hereunder pursuant to authority conferred upon him ·or 
delegated to him by the Commission, may within thirty days of the action 
complained of, file a petition as a matter of right with the Commission to 
review the. action. The proceedings on review shall be de novo and the 
record and summary of the evidence before, and findings of, the Com­
missioner shall be admissible as evidence before the Commission. 

� 38.1-482.15. From any action taken by the Commission hereunder, 
whether upon petition from action taken by the Commissioner, or ·other­
wise, any insurer, or any other person in interest considering himself 
aggrieved, may, as a matter of right, appeal to the Supreme Court of 
Appeals in the manner provided by law. 

:§ 38.1-482.16. In addition to any other penalty provided by law, any 
person who violates an order of the Commission after it has become nnal, 
and while such 01·der is in effect, upon proof thereof to the satisfaction ·of 

. the Commission, shall be subject to a fine to be imposed by the Co:mniission, 
of not less than ten dollars nor more than two hundred and fifty dollars, 

• exc�pt that if such violation is found by the Commission to be willful, the
amount :of such fine may be in a sum not to exceed one thousanf

f 

dollars.
The Commission, in its discretion, may revoke or suspend the license ,or
ce:ci;ificate of authority of the person guilty of such violation. AU action
under this section including any such order for suspension or revocation
shall be upon notice and hearing.

• ·2. If any provision of this article, or the application of such provision
to any person or circumstances, shall be held invalid, the remainder of the 
artic1e, and the application of such provision to any p·er.son or drcum­
stan:ees other than those as to which it is held invalid, shall not be 
affected thereby. 
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