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By Mr. Reinstein of Revere, petition of William G. Reinstein and 
another for a change in the law relative to credit life and accident and 
health insurance. Insurance.
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In the Year One Thousand Nine Hundred and Eighty-Nine.

An Act amending the credit life and accident and health
INSURANCE OF 1988.

Be it enacted by the Senate and House o f Representatives in General 
Court assembled, and by the authority o f the same, as follows:

1 SECTION 1. Section 4 of chapter MOD of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking out clauses (b) and (c) and inserting in place thereof the
4 following: —
5 (b) Charges or premiums for credit life, accident and (or) health
6 or involuntary unemployment insurance written in connection
7 with any consumer credit transaction shall be included in the
8 finance charge unless:
9 (1) the coverage of the debtor by the insurance is not a factor

10 in the approval by the creditor of the extension of credit, and this
11 fact is clearly disclosed in writing to the person applying for or
12 obtaining the extension of credit; and
13 (2) in order to obtain the insurance in connection with the
14 extension of credit, the person to whom the credit is extended must
15 give specific affirmative written indication of his desire to do so
16 after written disclosure to him of the cost thereof.
17 (c) Charges or premiums for insurance, written in connection
18 with any consumer credit transaction, against loss of or damage
19 to property or against liability arising out of the ownership or use
20 of property, shall be included in the finance charge unless a clear
21 and specific statement in writing is furnished by the creditor to
22 the person to whom the credit is extended, setting forth the cost
23 of the insurance if obtained from or through the creditor, and
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24 stating that the person to whom the credit is extended may choose
25 the person through which the insurance is to be obtained.

1 SECTION 2. Section 2 of chapter 167F of the General Laws,
2 as amended by sections 1 and 2 of chapter 303 of the acts of 1988,
3 is hereby amended by striking out paragraphs 16 and 17, and
4 inserting in place thereof the following paragraph: —
5 16. To purchase by itself or with other banks group life
6 insurance covering (on the lives of) debtors of such bank or group
7 of banks (who request such insurance. The premium for such
8 insurance, or the premium on an individual life insurance policy
9 held to cover the indebtedness, may be added to the payments

10 required of (those) any such debtor who elects to become insured.
11 In the event of the death of any debtor so insured, the insurance
12 proceeds shall be applied to reduce or extinguish the unpaid
13 indebtedness to the extent of such payment. No trustee, director,
14 officer or employee of such bank shall benefit financially, directly
15 or indirectly from the sale of such insurance);
16 17. To purchase by itself or with other banks group accident
17 and health insurance covering debtors of such bank or group of
18 banks (if the debtors request such insurance. Such insurance shall
19 cover all or part of the indebtedness of such debtors. The premium
20 for such insurance, or the premium on an individual accident and
21 health insurance policy held to cover the indebtedness, may be
22 added to the payments required of any such debtor who elects
23 to become insured. No trustee, director, officer or employee of
24 such bank or group of banks shall benefit financially, directly or
25 indirectly from the sale of such insurance;
26 A bank which has purchased such group accident and health
27 insurance shall send written notice to each such insured debtor
28 thirty days prior to the effective date of any amendment to or
29 cancellation of such insurance. Such notice shall be sent by mail
30 to the last known address of the debtor and shall clearly state the
3 1 effect such amendment or cancellation will have on the insured
32 debtor. Such notice shall also be given by an advertisement in
33 newspapers published daily or weekly and of general distribution
34 in cities and towns in which the bank has an office, or if
35 distribution in cities and towns in which the bank has an office,
36 or if there be no such newspaper, then in a newspaper published
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37 in the county wherein the city or town is situated and of general
38 distribution. Such notice shall be published at least seven days
39 prior to the effective date of the amendment or cancellation and
40 shall clearly state the effect on the insured debtors.);
41 17A. To purchase by itself or with other banks group
42 involuntary unemployment insurance covering debtors of such
43 bank or group of banks.

1 SECTION 3. The first sentence of subdivision (A) of 
|  2 section 110 of chapter 175 of the General Laws, as amended by

3 section 3 of chapter 303 of the acts of 1988, is hereby amended
4 by striking out clause (j) and inserting in place thereof the
5 following clause: —
6 (j) a bank, association, financial or other institution, vendor
7 or lessor, or to a parent holding company, or to the trustee,
8 trustees or agent designated by one or more banks, associations,
9 financial or other institutions, or vendors under which debtors,

10 guarantors, (or) purchasers or lessees are insured against loss of
11 time resulting from disease or specified bodily injuries, in an
12 amount with respect to each obligation not to exceed (the lesser
13 of) the total of the scheduled payments on the obligation or the
14 remaining lease payments, as the case may be; (, or forty thousand
15 dollars of principal obligation plus finance charges; provided,
16 however, that no person shall be insured under any said policy
17 for a period of more than fifteen years with respect to each said
18 obligation;) and provided, however (further), that where the
19 coverage is for less thpn the full amount of said obligation, the
20 periodic benefit payment shall cover either the full amount of each
21 periodic payment on said obligation or the maximum periodic
22 benefit set forth in said policy until the maximum aggregate
23 benefit of said policy is reached (; and provided, further, that said
24 forty thousand dollar limitation and said fifteen year period
25 limitation contained in this clause shall not apply to said insurance 

| 26 for which no identifiable charge is made to the debtor, co-debtor
27 or guarantor); and provided, further, that said insurance on credit
28 transaction commitments, which shall include the line of credit
29 on an open-end credit plan or revolving credit agreement, may
30 be written on an amount not to exceed said credit transaction
31 commitment even if that amount has not been advanced by the
32 creditor.
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1 SECTION 4. Said chapter 175 is hereby amended by striking
2 out section 117C, as amended by section 4 of chapter 303 of the
3 acts of 1988, and inserting in place thereof the following
4 section: —
5 Section 117C. (a) The following method of determination of
6 premium rates with respect to credit life insurance and credit
7 accident and health insurance is required only for such insurance
8 written in connection with obligations, other than loans secured by
9 (first liens on real property, which are subject to section twelve G

10 of chapter two hundred and fifty-five, section ten of chapter two f
11 hundred and fifty-five B, section fourteen A of chapter two
12 hundred and fifty-five C, or subsection C of section twenty-six
13 of chapter two hundred and fifty-five D, for which an identifiable
14 charge is paid by insured persons.
15 (b) The following are the procedures for determining the
16 maximum premium rates permitted to be charged any account:
17 A. Rate review.
18 (1) Minimum loss ratio test: Benefits will be considered
19 reasonable in relation to the premium charged if the loss ratio
20 equals or exceeds or is reasonably expected to equal or exceed
21 the minimum loss ratio standard specified below. The minimum
22 loss ratio standard is:
23 (i) for credit life insurance, fifty percent and
24 (ii) for credit accident and health insurance, fifty-five
25 percent.
26 In applying the minimum loss ratio test, the commissioner shall
27 make appropriate adjustment to account for differences in loss
28 ratios that may be expected on single premium credit life insurance
29 plans resulting from changes in the benefit structure.
30 (2) When deviated rates are in use: If an insurer has deviated
31 rates approved under clauses (1) and (2) of paragraph C, the
32 reasonableness of rates for those accounts will be determined by
33 paragraph C.
34 (3) Frequency of rate review: |
35 (i) The rate review will be made each year for all classes
36 of business except for motor vehicle dealers.
37 (ii) The rate review will be made every three years for the
38 motor vehicle dealers class of business.
39 B. Use of nominal rates.
40 An insurer that has filed rates which are equal to or lower than
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41 the nominal rates may retain on file and use those rates without
42 further proof of their reasonableness while the experience of the
43 insurer in this commonwealth for the accounts to which they are
44 applied continues to satisfy the minimum loss ratio test specified
45 in paragraph A.
46 C. Use of deviated rates.
47 (1) Use of rates higher than nominal rates:
48 If the minimum loss ratio test produces a loss ratio that exceeds
49 the minimum loss ratio standard, the insurer may file for approval
50 and use rates that are higher than the nominal rates computed
51 on a basis equivalent to that in clause (2) of paragraph D.
52 (2) Use of rates lower than nominal rates:
53 If the minimum loss ratio test produces a loss ratio that is lower
54 than the minimum loss ratio standard, the insurer shall file
55 adjusted rates that can be expected to produce a loss ratio that
56 will satisfy the minimum loss ratio test or that are computed on
57 a basis equivalent to that in clause (2) of paragraph D.
58 (3) Determination of deviated rates for all classes of business
59 except for motor vehicle dealers:
60 If deviated rates are to be filed under clauses (1) or (2), the
61 insurer may file rates for approval that will be:
62 (i) Applied uniformly to all accounts of the insurer;
63 (ii) Applied on an equitable basis approved by the
64 commissioner to only one or more accounts of the insurer for
65 which the experience has been more favorable or less favorable
66 than expected; or
67 (iii) Applied according to a case rating procedure on file
68 with the commissioner. An insurer electing to file a case rating
69 procedure may either file its own plan for the approval of the
70 commissioner or may use the standard case rating procedure
71 specified herein by notice to him.
22 (4) Determination of deviated rates for the motor vehicle
73 dealers class of business:
24 (i) The motor vehicle dealers class of business case rate for
25 each plan of insurance shall be the nominal rates until the effective
26 date of the appropriate deviated case rate for each plan of 
22 insurance as provided for in subclause (ii).
28 (ii) The commissioner shall on or before October first,
79 nineteen hundred and eighty-nine, aggregate the combined
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80 experience of all insurers for the motor vehicle dealers class of
81 business for the three preceding calendar years, compute the
82 appropriate deviated case rate according to paragraph D, for each
83 plan of insurance for said class of business for all said insurers
84 combined, according to subclause (ii) of clause (1) of said para-
85 graph D. The commissioner shall send by first class mail, mailed
86 on the same day, written notice to all insurers of said appropriate
87 deviated case rate for each plan of insurance that shall apply to
88 said class of business from ninety days after the date of the mailing
89 of said written notice, but not later than January first, nineteen
90 hundred and ninety, until midnight December thirty-first,
91 nineteen hundred and ninety-two.
92 (iii) The commissioner shall on or before October first,
93 nineteen hundred and ninety-two, and each three years thereafter
94 on or before October first, aggregate the combined experience of
95 all insurers for the motor vehicle dealer class of business for the
96 three preceding calendar years, compute the appropriate deviated
97 case rate, according to said paragraph D, for each plan of
98 insurance for said class of business for all said insurers combined
99 according to subclause (ii) of clause (1) of said paragraph D and

100 shall send by first class mail written notice to all insurers of said
101 appropriate deviated case rate for each plan of insurance that shall
102 apply to said class of business for the succeeding three calendar
103 years beginning January first, nineteen hundred and ninety-three,
104 and each three years thereafter on January first. The rate for each
105 account which has been deviated must be redetermined on the
106 same basis thereafter or until the rate for the account is no longer
107 deviated.
108 D. Use of rates determined by standard case rating procedure.
109 An insurer, by written notice to the commissioner of its election
110 to do so, may file and use premium rates determined by this
111 standard case rating procedure. If elected, the procedure will be
112 used by the insurer to rate all of its credit insurance in this
113 commonwealth. Once elected, the procedure will remain in effect
114 for the insurer until a different procedure has been filed with the
115 commissioner and approved by him.
116 (1) Determination of case rate:
117 An insurer may use a rate for an account not greater than the
118 case rate for that account as follows:
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119 (i) Single account cases and multiple account cases:
120 If the account is within the definition of a single account case
121 or of a multiple account case as filed by the insurer, the case rate
122 for the account or for each account comprising a multiple account
123 case will be determined by the formula set forth in clause (2).
124 (ii) Pooled account cases:
125 If the account is in a pooled account case, the case rate for each
126 account comprising the case will be the case rate for that pooled
127 account case as deter mined by the formula set forth in said clause 

#128 (2).
129 (hi) New accounts without experience:
130 If a new account of an insurer has no experience in this
131 commonwealth, the case rate for the account will be the nominal
132 rate shown in clause (14) of paragraph G unless a different case
133 rate is approved for the account by the commissioner.
134 (2) Calculation of case rate:
135 (i) Symbols and Definitions
136 NR = Nominal Rate
137 ALR = Actual Loss Ratio for case at Nominal Rate Basis
138 ELR = Minimum Loss Ratio Standard of clause (1) of para-
139 graph A.
140 Z = Credibility Factor for Case
141 CLR = Credibility Adjusted Case Loss Ratio at Nominal Rate
142 Basis = (Z x ALR) + ((1 - Z) x ELR)
143 E = Expense Loading in nominal rate = (1 - ELR) x NR
144 NCR = New Case Rate
145 (ii) New Case Rate
146 For credit accident and health insurance where CLR is greater
147 than ELR:
148 NCR = NR (1 + 1.1 (CLR - ELR))
149 For all other credit accident and health insurance and for all
150 credit life insurance:
151 NCR = (NR x CLR) + E

#152 (3) Minimum changes:
153 If the new case rate does not differ by more than five percent
154 from the current case rate, the new case rate will be the current
155 case rate.
156 (4) Case rate period:
157 A case rate will be in effect for a period of time not longer than
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158 the experience period used to establish the case rate, i.e. one year,
159 two years or three years. An insurer may file for a new case rate
160 before the end of a case rate period, but not more often than once
161 during any twelve month period. A case rate for motor vehicle
162 dealers will be in effect for a period of time not less than three
163 years.
164 (5) Change of insurers:
165 If a creditor changes insurers, the case rate in effect for his
166 account on the date of the change will continue to be in effect
167 for the account with the succeeding insurer for the remainder off
168 the case rate period or until a new case rate for his account is
169 established if sooner.
170 E. Filing of rates.
171 An insurer who has elected to file higher rates under clause (1)
172 of paragraph C or who is required to file reduced rates under
173 clause (2) of said paragraph C, or who has elected the standard
174 case rating procedure, shall also file a new schedule of rates as
175 determined by said clauses (1) and (2) of said paragraph C. If the
176 commissioner does not disapprove the new schedule of rates
177 within thirty days after receipt of the filing, rates not higher than
178 the new rates shall be placed in effect not later than the first day
179 of the fifth month next following the end of the experience period
180 unless a different effective date has been approved by the commis-
181 sioner. In no event, however, may a rate increase be placed in effect
182 earlier than the date rate decreases are expected to be placed in
183 effect. An insurer may at any time charge a rate lower than its
184 filed rate without notice to the commissioner.
185 F. Reports of Experience:
186 (1) Each insurer writing said life insurance and accident and
187 health insurance shall report to the commissioner its claims
188 experience and loss ratio data on said insurance separately for the
189 motor vehicle dealers class of business and for all classes of
190 business combined on the credit insurance supplement forms as
191 specified by the National Association of Insurance Commis-|
192 sioners for inclusion in the annual statement blanks filed pursuant
193 to section twenty-five.
1 9 4  (2) The commissioner shall summarize said insurance claims
195 experience and loss ratio data from said credit insurance
196 supplement forms and submit such summary experience and loss
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197 ratio data to the clerk of the house of representatives not later
198 than the thirtieth day of September of each year who shall forward
199 the same to the joint committee on insurance not later than the
200 (thirtieth) tenth day of (September) October of each year.
201 (3) Each insurer writing said life insurance and accident and
202 health insurance for the motor vehicle dealers class of business
203 shall report to the commissioner its claims experience and loss
204 ratio data on said insurance for motor vehicle dealers on said
205 credit insurance supplement forms for the calendar years nineteen 

1206 hundred and eighty-five, nineteen hundred and eighty-six,
207 nineteen hundred and eighty-seven and nineteen hundred and
208 eighty-eight, by a date and in a manner to be set by the commis-
209 sioner, but not later than July first, nineteen hundred and eighty-
210 nine.
211 For the purpose of the reporting in this paragraph, for nineteen
212 hundred and eighty-five, nineteen hundred and eighty-six and
213 nineteen hundred and eighty-seven, the term “prima facie rate”
214 shall be construed to mean the statutory maximum rates in effect
215 during those years, and for subsequent years shall be construed
216 to mean the nominal rates set out in clause (14) of paragraph G.
217 G. Definitions
218 As used in this section the following terms shall have the
219 following meanings, unless the context clearly requires otherwise,
220 shall have the following meanings: —
221 (1) “Account”, the aggregate credit life insurance or credit
222 accident and health insurance coverage for a single plan of
223 insurance and for a single class of business written through a single
224 creditor by the insurer. With the approval of the commissioner,
225 the account may also mean the credit life insurance or the credit
226 accident and health insurance of two or more plans of insurance
227 or two or more classes of business of a single creditor.
228 (2) “Average number of life years”, the average number of
229 group certificates in force during the experience period, without 
(230 regard to multiple coverage, times the number of years in the
231 experience period, or some equivalent calculation, which shall be
232 made separately for credit life insurance and for credit accident
233 and health insurance.
234 (3) “Case”, a “Single account case”, a “Multiple account
235 case” or a “Pooled account case” as follows:
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236 (i) “Single account case”, an account that is at least as
237 credible as the minimum level of credibility elected by the insurer
238 for defining a single account case excluding all of these accounts
239 which have been included in multiple account cases.
240 An insurer may make this election by notice to the commis-
241 sioner, in writing, of the minimum credibility factor it will use to
242 define a “single account case.” Once notified, the minimum
243 credibility factor will remain in effect for the insurer until a
244 different factor has been filed by the insurer and approved by the
245 commissioner. If an insurer makes no written election, its
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260 
261 
262
263
264
265
266
267
268
269
270
271
272
273
274

minimum credibility factor will be one hundred percent.
(ii) “Multiple account case”, with the approval of the 

commissioner, two or more accounts of the same insurer having 
similar underwriting characteristics which are combined by the 
insurer for premium rating purposes, excluding all cases defined 
in (i) and which, when combined, are at least as credible as the 
minimum level of credibility elected in (i).

(iii) “Pooled account case”, a combination of all the 
insurer’s accounts of the same plan of insurance and class of 
business which combination has experience in this common
wealth, excluding all defined in (i) and (ii).

(4) “Class of business”, a grouping of the classes of business
listed below:

(i) credit unions;
(ii) commercial, cooperative and savings banks,
(iii) finance companies;
(iv) motor vehicle dealers;
(v) other sales finance;
(vi) production credit associations;
(vii) bank — agricultural loans;
(viii) all others.

(5) “Credibility factor”, the extent to which the past 
experience of a case can be expected to recur in the future. For 
the standard case rating procedure, the credibility factor may be ^  

based on either the number of claims incurred or on the “average 
number of life years” for the case during the experience period 
using the credibility table. The insurer shall notify the commis
sioner in advance which method it will use to measure the 
credibility of all its cases in this commonwealth and may not
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275 change its method without the prior approval of the commis-
276 sioner. If “claim count” or “life year” data are not available,
277 reasonable methods of approximation approved by the commis-
278 sioner may be used until such data are developed.
279 (6) “Credibility table”, for purposes of the standard case
280 rating procedure means the following table:

CREDIBILITY TABLE

Average Number of Life Years
Credit
Life

Credit Accident 
and Health

Incurred 
Claim Count

Credibility 
“Z” Factor

7 1 1 .00
1,800 209 9 .25
2,400 279 12 .30
3,000 349 15 .35
3,600 419 18 .40
4,600 535 23 .45
5,600 651 28 .50
6,600 767 33 .55
7,600 884 38 .60
9,600 1,116 48 .65

11,600 1,349 58 .70
14,600 1,698 73 .75
17,600 2,047 88 .80
20,600 2,395 103 .85
25,600 2,977 128 .90
30,600 3,558 153 .95
40,600 4,651 200 1.00

281 The above integral numbers represent the lower end of the bracket
282 for each “Z” factor. The upper is 1 less than the lower end for
283 the next higher “Z” factor.

W2 g4  (7) “Earned premiums at rates in use”, actual earned
285 premiums, that is, the premiums earned at the premium rates
286 actually charged for coverage in force during the experience
287 period.
288 (8) “Earned premiums at the nominal rates , the actua
289 earned premiums adjusted to the amount which would have been
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290 earned had the premium rate charged for coverage in force during
291 the experience period been equal to the nominal rate. Reasonable
292 methods of approximation approved by the commissioner may
293 be used.
294 (9) “Experience”, earned premiums, incurred claims,
295 incurred claim count, number of life years insured, and average
296 amount of insurance during the experience period.
297 (10) “Experience period”, the most recent period of time for
298 which experience is reported, but not a period longer than three
299 full years. Experience period for the motor vehicle dealer pooled |
300 account case means the most recent three calendar years for which
301 experience is reported.
302 (i) If a case develops one hundred percent credibility in less
303 than three years, the experience period for that case will be the
304 number of full years needed to develop one hundred percent
305 credibility.
306 (ii) If a case develops the minimum credibility elected by
307 the insurer in less than three years, the experience period for that
308 case, at the option of the insurer, will be the number of full years
309 needed to develop minimum credibility or three full years.
310 (iii) New accounts with experience:
311 If a new account of an insurer has experience in this common-
312 wealth with a prior insurer, the new insurer must use the most
313 recent experience of the account with the prior insurer to the
314 extent necessary to fill out an experience period.
3 1 5  (iv) Accounts with multi-state experience:
316 If an account has experience in more than this commonwealth,
317 an insurer may use only the experience of the account in this
318 commonwealth to rate the case or, with the approval of the
3 1 9  commissioner, may use the multi-state experience of the account
320 for this purpose applied on an equitable basis.
321 The provisions of subclause (i), (ii), (iii) and (iv) shall not apply
322 to motor vehicle dealers.
3 2 3  (1 1) “ Incurred claims”, total claims paid during the
324 experience period, adjusted for the change in the claim reserve.
325 (12) “Incurred claim count”, the number of claims incurred
326 for the case during the experience period. This means the total
327 number of claims reported during the experience period, whether
328 paid or in the process of payment, plus any incurred but not
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329 reported at the end of the experience period, less the number of
330 claims incurred but not reported at the beginning of the experience
331 period. If a debtor has been issued more than one certificate for
332 the same plan of insurance, only one claim is counted. If a debtor
333 receives disability benefits, only the initial claim payment for that
334 period of disability is counted.
335 (13) “Loss ratio”, the ratio of incurred claims to earned
336 premiums at the nominal rate.
337 (14) “Nominal rates”, the premium rates shown below for
338 credit life insurance and credit accident and health insurance.
339 (i) For credit life insurance the nominal rates per one
340 thousand dollars of insurance in force per month shall be sixty-
341 nine cents for single life insurance, and one hundred and sixty
342 percent of said single life insurance rate for joint life insurance.
343 (ii) For credit accident and health insurance, single
344 premium rates for each one hundred dollars of initial insured
345 indebtedness shall be seventy cents per annum for each of the first
346 four years of the term of coverage, fifty cents per annum for each
347 of the next three years of the term of coverage and twenty-five cents
348 per annum for each year of the term of coverage thereafter. The
349 “initial insured indebtedness” is the total of all monthly insurance
350 benefits provided.
351 A monthly rate of one dollar and twenty cents for each one
352 thousand dollars of remaining insured indebtedness each month,
353 reduced by three cents for each year by which the initial scheduled
354 duration of the insurance exceeds sixty months, shall be
355 considered the equivalent of the above single premium rates. The
356 “remaining insured indebtedness each month”, as used in the
357 preceding sentence, is the total of the monthly insurance benefits
358 remaining.
359 For credit accident and health insurance in connection with
360 interest bearing indebtedness, other than pre-computed
361 indebtedness, a monthly premium rate of one dollar and fifty cents
362 for each one thousand dollars of the remaining principal
363 indebtedness, exclusive of finance charges, shall be considered the
364 equivalent of the above single premium rates. The rates in this
365 sub-clause (ii) shall apply for thirty day non-retroactive credit
366 accident and health insurance.
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3 6 7  (iii) For fourteen day retroactive accident and health
368 insurance, the premium rates shall be one hundred and ninety-
3 6 9  four percent of the thirty day non-retroactive accident and health
370 insurance premium rates contained in subclause (ii) above.
371 (15) “Plan of insurance” unless otherwise filed and approved
372 means
373 (i) credit life insurance on a flat rated basis other than
374 revolving accounts, e.g., including joint and single life coverage,
375 decreasing and level insurance.
376 (ii) credit life insurance on a revolving account basis,
377 (iii) credit life insurance on an age-graded basis,
378 (iv) credit accident and health insurance other than on
379 revolving accounts combining outstanding balance and single
380 premium,
381 (v) credit accident and health insurance on a revolving
382 account basis.

1 SECTION 5. The first paragraph of section 133 of said
2 chapter 175, as amended by section 5 of chapter 303 of the acts
3 of 1988, is hereby amended by striking out clause (c) and inserting
4 in place thereof the following clause: — (c) a group of persons who
5 at any time are debtors of a bank, association, financial or other
6 institution, including its subsidiary or affiliated institutions, if any,
7 for a loan, or of the vendor of any property for its purchase price,
8 or who are lessees of a lessor, or who are co-debtors, co-lessees
9 or guarantors of said obligation, under an agreement to pay said

10 obligation, or who at any time have been granted a policy loan
11 pursuant to a policy provision therefor, written under a policy
12 issued, with or without requirement of evidence of individual
13 insurability, to said bank, association, financial or other
14 institution, (or) vendor or lessor, or to a parent holding company,
15 or to the trustee, trustees or agent designated by one or more said
16 banks, associations, financial or other institutions, (or) vendors
17 or lessors, or to the insurance company granting said policy loan, i
18 and made payable to said creditor or lessor or to the assignee of
19 said obligation, or to said insurance company granting said policy
20 loan, including the insurance company which issues said policy,
21 and insuring the life of each debtor, co-debtor, lessee co-lessee or
22 guarantor or of the person granted said policy loan, for an
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23 amount, with respect to each said obligation or policy loan, not
24 exceeding his individual obligation exclusive of unearned finance
25 charges, or policy loan with interest (, and not exceeding forty
26 thousand dollars); provided, however, that where joint life
27 insurance is afforded, not more than two persons may be insured
28 in connection with any one credit transaction (; provided,
29 however, that no such debtor shall be insured in such a group for
30 a period of more than fifteen years on account of a debt arising
31 out of said loan or policy loan or obligation for said purchase
32 priced; and provided, further, that said forty thousand dollar
33 amount limitation and said fifteen year period limitation
34 contained in this clause shall not apply to said insurance for which
35 no identifiable charge is made to the debtor, co-debtor or
36 guarantor); and provided, further, said insurance on credit
37 transaction commitments, which shall include the line of credit
38 on an open-end credit plan or revolving credit agreement, may
39 be written on an amount not to exceed said credit transaction
40 commitment even if that amount has not been advanced by the
41 creditor; or.

1 SECTION 6. The second paragraph of said section one
2 hundred thirty-three of said chapter one hundred seventy-five is
3 hereby repealed.
4 (Notwithstanding the provisions of clause (c) of this section,
5 insurance on educational credit transaction commitments may be
6 written under said clause (c) for the amount of such commitment
7 that has not been advanced by the creditor; provided, that the
8 amount of such insurance shall not exceed ten thousand dollars
9 with respect to each student.)

1 SECTION 7. Section 177 of said chapter 175, as amended by
2 section 6 of chapter 303 of the acts of 1988, is hereby amended
3 by striking out the fourth sentence, as so appearing, and inserting
4 in place thereof the following two sentences: — Nothing in this
5 section shall prohibit the payment to the holder of a group policy
6 of accident and health insurance issued pursuant to clause (j) of
7 the first sentence of subdivision (A) of section one hundred and
8 ten or of life insurance issued pursuant to clause (c) of the first
9 paragraph of section one hundred and thirty-three, (for which

10 rates are determined pursuant to section one hundred and
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11 seventeen C,) or to the holder of a group policy of credit
12 involuntary unemployment insurance of a service charge;
13 provided, however, that where said holder is offering or enrolling
14 obligors in said group policy without being licensed pursuant to
15 section one hundred and sixty-three, except where no identifiable
16 charge is made to the insured, said holder is deemed to be in the
17 business of insurance solely for the purposes of chapter one
18 hundred and seventy-six D; provided further, that any action by
19 the commissioner under said chapter one hundred and seventy-
20 six D shall be limited to said holder’s activities with respect to g
21 said insurance products; and, provided further, that the licensed “

22 entity or entities which marketed said insurance products to said
23 holder shall provide training to said holder in the offering of said
24 insurance products and at least annually shall review the activities
25 of said holder to assure that said insurance products are being
26 properly administered. Nothing in the preceding sentence shall
27 permit licensing of insurance agents where it would otherwise be
28 prohibited nor shall anything in the preceding sentence be deemed
29 to limit or restrict any other legal obligations and responsibilities
30 of licensed entities.

1 SECTION 8. The second sentence of section 184 of said
2 chapter 175, as amended by section 7 of chapter 303 of the acts
3 of 1988, is hereby amended by striking out clause (4) and inserting
4 in place thereof the following clause: — (4) the payment to or the
5 receipt by the holder of a group policy of accident and health
6 insurance issued pursuant to clause (j) of the first sentence of
7 subdivision (A) of section one hundred and ten or of life insurance
8 issued pursuant to clause (c) of the first paragraph of section one
9 hundred and thirty-three, (for which rates are determined

10 pursuant to section one hundred and seventeen C,) or the payment
11 to or the receipt by the holder of a group policy of credit
12 involuntary unemployment insurance of a service charge;
13 provided, however, that where said holder is offering or enrolling
14 obligors in said group policy without being licensed pursuant to”
15 section one hundred and sixty-three, except where no identifiable
16 charge is made to the insured, said holder is deemed to be in the
17 business of insurance solely for the purposes of chapter one
18 hundred and seventy-six D; provided, further, that any action by
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19 the commissioner under said chapter one hundred and seventy-
20 six D shall be limited to said holder’s activities with respect to
21 said insurance products; provided, further, that the licensed entity
22 or entities which marketed said insurance products to said holder
23 shall provide training to said holder in the offering of said
24 insurance products and at least annually shall review the activities
25 of said holder to assure that said insurance products are being
26 properly administered; and provided, further, that nothing in this
27 clause shall permit licensing of insurance agents where it would
28 otherwise be prohibited nor shall be deemed to limit or restrict
29 any other legal obligations and responsibilities of licensed entities.

1 SECTION 9. Said chapter 175 of the General Laws is hereby
2 amended by inserting at the end thereof the following section: —
3 Section 205. Group credit involuntary unemployment insur-
4 ance policies are hereby authorized as a form property and
5 casualty insurance. Credit involuntary unemployment insurance
6 shall be defined as insurance on a debtor in connection with a
7 specific loan or other credit transaction to provide payments to
8 a creditor in the event of the involuntary unemployment of the
9 debtor.

1
2
3
4
5
6 
7

9
10 
11

l12
13
14
15
16 
17

SECTION 10. Chapter 255 of the General Laws is hereby 
amended by striking out section 12G, as amended by section 8 
of chapter 303 of the acts of 1988, and inserting in place thereof 
the following section: —

Section 12G. Except as otherwise provided in section ten of 
chapter two hundred and fifty-five B, section fourteen A of 
chapter two hundred and fifty-five C and subsection C of 
section twenty-six of chapter two hundred and fifty-five D, in the 
event the charge or any portion thereof for life insurance under 
a policy issued pursuant to clause (c) of the first paragraph of 
section one hundred and thirty-three of chapter one hundred and 
seventy-five or for accident and health insurance under a policy 
issued pursuant to clause (j) of the first sentence of subdivision 
(A) of section one hundred and ten of chapter one hundred and 
seventy-five, or credit involuntary unemployment insurance, 
which unless otherwise authorized shall be the only types of 
insurance authorized in connection with a loan for personal,
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18 family or household purposes, except in the case of a loan secured
19 by a (first) lien on real property, is paid by the borrower or
20 borrowers to the creditor, it shall not be deemed to constitute a
21 charge in violation of sections ninety A, one hundred, one hundred
22 and fourteen A, and one hundred and fourteen B of chapter one
23 hundred and forty.
24 The creditor may make a charge for said life insurance based
25 on a rate which shall not exceed the premium charged by the
26 insurer pursuant to said insurer’s schedule or schedules of
27 premium rates currently on file with the commissioner of fl
28 insurance for said insurance on obligations to said creditor pur-
29 suant to the provisions of section one hundred and seventeen C
30 of chapter one hundred and seventy-five. The amount of said
31 insurance shall at no time exceed the greater of the scheduled or
32 actual amount owing on the loan exclusive of unearned finance
33 charges. Said charge may be collected either as a single premium
34 on scheduled insured balances or periodically on actual monthly
35 insured balances.
36 The creditor may make a charge for said accident and health
37 insurance based on a rate which shall not exceed the premium
38 charged by the insurer pursuant to said insurer’s schedule or
39 schedules of premium rates currently on file with the commis-
40 sioner of insurance for said insurance on obligations to said
41 creditor pursuant to the provisions of said section one hundred
42 and seventeen C of said chapter one hundred and seventy-five.
43 Said charge may be collected either as a single premium on
44 scheduled insured balances or periodically on an outstanding
45 balance basis, using a monthly term rate that is actuarially
46 consistent with the applicable single premium rate filed with said
47 commissioner, which monthly rate shall be applied each month
48 to the sum of the remaining insured monthly benefits. For interest
49 bearing loans, other than pre-computed loans, a uniform monthly
50 rate filed with said commissioner may be applied to the remaining
51 monthly loan balances of all insured loans, exclusive of unearned |j
52 finance charges, which uniform monthly rate shall produce, for
53 the aggregate of all said insured loans, an aggregate premium that
54 is actuarially consistent with the aggregate premium that would
55 result from using said applicable single premium rates filed with
56 said commissioner applied to the total of the monthly benefits on
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57 all said insured loans. No (All) group accident and health
58 insurance policy (policies) shall have a waiting period in excess
59 of thirty days (and shall have benefits which are not retroactive).
60 In the event of prepayment of the loan, there shall be a refund
61 of any unearned charges for said life insurance, (or) accident and
62 health insurance or involuntary unemployment insurance
63 computed on a method which is at least as favorable to the
64 borrower or borrowers as the actuarial method, which for single
65 premiums shall be defined as a refund of unearned premium equal
66 to the premium cost of coverage equal to the remaining scheduled
67 benefits for a term equal to the remaining period from the date
68 of said prepayment to the originally scheduled termination date
69 of coverage, computed at the schedule of rates in effect when the
70 charge for said insurance was made. If said prepayment is made
71 other than on an installment due date it shall be deemed to have
72 been made on the first installment due date if said prepayment
73 is made before that date, and in any other case it shall be deemed
74 to have been made on the next preceding or next succeeding
75 installment due date, whichever is nearer to the date of said
76 prepayment.
77 The amount of death benefit payable shall be computed as of
78 the date of death and shall, subject to any dollar limit specified
79 in the group policy, include not less than the equivalent of six past
80 due monthly payments on the loan if and to the extent that
81 payments are past due whether from delinquency, deferral,
82 extension or other reason. No anticipated delinquency value shall
83 be included in the amount of coverage on which said life insurance
84 premiums are calculated. In the computation of said benefit, the
85 assumed amount of said insurance shall not be less than the lesser
86 of (1) the maximum amount of said insurance specified in the
87 group policy, or (2) the actual outstanding principal balance of
88 the indebtedness including the equivalent of up to six past due
89 monthly payments if and to the extent that payments are past due.
90 Notwithstanding the previous sentence, in the event an excess
91 charge is made for said insurance, said amount of death benefit
92 shall at no time be less than the amount for which a charge has
93 been paid by the insured.
94 Every disclosure statement under the provisions of chapter one
95 hundred and forty D involving said life insurance, (or) accident
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96 and health insurance or involuntary unemployment insurance
97 issued pursuant to this section shall contain the following
98 language printed in ten point boldface type:
99 YOU CANNOT BE DENIED CREDIT SIMPLY BECAUSE

100 YOU CHOOSE NOT TO BUY CREDIT INSURANCE.
101 CREDIT LIFE INSURANCE, (AND) CREDIT ACCIDENT
102 AND HEALTH INSURANCE AND CREDIT INVOLUN-
103 TARY UNEMPLOYMENT INSURANCE ARE NOT
104 REQUIRED TO OBTAIN CREDIT. INSURANCE WILL NOT .

105 BE PROVIDED UNLESS YOU SIGN AND AGREE TO PAY f
106 THE ADDITIONAL CHARGE.
107 The enrollment for said insurance shall not be a condition of
108 obtaining financing nor shall it be a condition of entering into
109 a loan. The denial of credit for failure to enroll for said insurance
110 shall constitute a violation of chapter ninety-three A and
111 chapter one hundred and seventy-six D.
112 This section shall not apply to insurance for which no
113 identifiable charge is made to the borrower or borrowers. This
114 section shall also not apply to a loan for personal, family or
115 household purposes secured by a (first) lien on real property.

1 SECTION 11. Section 10 of chapter 255B of the General Laws,
2 as amended by section 9 of chapter 303 of the acts of 1988, is
3 hereby amended by striking out paragraphs 2 to 9, inclusive, and
4 inserting in place thereof the following eight paragraphs: —
5 In the event the charge or any portion thereof for life insurance
6 under a policy issued pursuant to clause (c) of the first para-
7 graph of section one hundred and thirty-three of chapter one
8 hundred and seventy-five, or for accident and health insurance
9 under a policy issued pursuant to clause (j) of the first sentence

10 of subdivision (A) of section one hundred and ten of chapter one
11 hundred and seventy-five, or credit involuntary unemployment
12 insurance, which unless otherwise authorized shall be the only
13 types of insurance authorized in connection with a retail |j
14 installment contract, is paid by the buyer or buyers to the seller,
15 it shall not be deemed to constitute a charge in violation of
16 section fourteen.
17 The seller may make a charge for said life insurance based on
18 a rate which shall not exceed the premium charged by the insurer
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19 pursuant to said insurer’s schedule or schedules of premium rates
20 currently on file with the commissioner of insurance for said
21 insurance on obligations to said seller pursuant to the provisions
22 of section one hundred and seventeen C of chapter one hundred
23 and seventy-five. The amount of said insurance shall at no time
24 exceed the greater of the scheduled or actual amount owing on
25 the contract exclusive of unearned finance charges. Said charge
26 may be collected either as a single premium on scheduled insured
27 balances or periodically on actual monthly insured balances.
28 The seller may make a charge for said accident and health
29 insurance based on a rate which shall not exceed the premium
30 charged by the insurer pursuant to said insurer’s schedule or
31 schedules of premium rates currently on file with the commis-
32 sioner of insurance for said insurance on obligations to said seller
33 pursuant to the provisions of said section one hundred and
34 seventeen C of said chapter one hundred and seventy-five. Said
35 charge may be collected either as a single premium on scheduled
36 insured balances or periodically on an outstanding balance basis,
37 using a monthly term rate that is actuarially consistent with the
38 applicable single premium rate filed with said commissioner,
39 which monthly rate shall be applied each month to the sum of
40 the remaining insured monthly benefits. For interest bearing
41 contracts, other than precomputed contracts, a uniform monthly
42 rate filed with said commissioner may be applied to the remaining
43 monthly debt balances of all insured contracts, exclusive of
44 unearned finance charges, which uniform monthly rate shall
45 produce, for the aggregate of all said insured contracts, an
46 aggregate premium that is actuarially consistent with the
47 aggregate premium that would result from using said applicable
48 single premium rates filed with said commissioner applied to the
49 total of the monthly benefits on all said insured contracts. No (All)
50 group accident and health insurance policy (policies) shall have
51 a waiting period in excess of thirty days (and shall have benefits
52 which are not retroactive).
53 In the event of prepayment of the contract, there shall be a
54 refund of any unearned charges for said life insurance, (or)
55 accident and health insurance or involuntary unemployment
56 insurance computed on a method which is at least as favorable
57 to the buyer or buyers as the actuarial method, which for single
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58 premiums shall be defined as a refund of unearned premium equal
59 to the premium cost of coverage equal to the remaining scheduled
60 benefits for a term equal to the remaining period from the date
61 of said prepayment to the originally scheduled termination date
62 of coverage, computed at the schedule of rates in effect when the
63 charge for said insurance was made. If said prepayment is made
64 other than on an installment due date it shall be deemed to have
65 been made on the first installment due date if said prepayment
66 is made before that date, and in any other case it shall be deemed ^
67 to have been made on the next preceding or next succeeding®
68 installment due date, whichever is nearer to the date of said
69 prepayment. The holder of the contract shall refund said unearned
70 charges in the event of said prepayment.
71 The amount of death benefit payable shall be computed as of
72 the date of death and shall, subject to any dollar limit specified
73 in the group policy, include not less than the equivalent of six past
74 due monthly payments on the contract if and to the extent that
75 payments are past due whether from delinquency, deferral,
76 extension or other reason. No anticipated delinquency value shall
77 be included in the amount of coverage on which said life insurance
78 premiums are calculated. In the computation of said benefit, the
79 assumed amount of said insurance shall not be less than the lesser
80 of (1) the maximum amount of said insurance specified in the
81 group policy, or (2) the actual outstanding principal balance of
82 the indebtedness including the equivalent of up to six past due
83 monthly payments if and to the extent that payments are past due.
84 Notwithstanding the previous sentence, in the event an excess
85 charge is made for said insurance, said amount of death benefit
86 shall at no time be less than the amount for which a charge has
87 been paid by the insured.
88 Every disclosure statement under the provisions of chapter one
89 hundred and forty D involving said life insurance, (or) accident
90 and health insurance or involuntary unemployment insurance^
91 issued pursuant to paragraphs two to eight, inclusive, of this
92 section shall contain the following language printed in ten point
93 boldface type:
94 YOU CANNOT BE DENIED CREDIT SIMPLY BECAUSE
95 YOU CHOOSE NOT TO BUY CREDIT INSURANCE.
96 CREDIT LIFE INSURANCE, (AND) CREDIT ACCIDENT
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97 AND HEALTH INSURANCE AND CREDIT INVOLUN-
98 TARY UNEMPLOYMENT INSURANCE ARE NOT
99 REQUIRED TO OBTAIN CREDIT. INSURANCE WILL NOT

100 BE PROVIDED UNLESS YOU SIGN AND AGREE TO PAY
101 THE ADDITIONAL CHARGE.
102 The enrollment for said insurance shall not be a condition of
103 obtaining financing nor shall it be a condition of entering into
104 a retail installment contract. The denial of credit for failure to
105 enroll for said insurance shall constitute a violation of 
|06 chapter ninety-three A and chapter one hundred and seventy-six D.
107 Said paragraphs two to eight, inclusive, shall not apply to
108 insurance for which no identifiable charge is made to the buyer
109 or buyers.

1 SECTION 12. Chapter 255C of the General Laws is hereby
2 amended by striking out section 14A, as amended by section 10
3 of chapter 303 of the acts of 1988, and inserting in place thereof
4 the following section: —
5 Section 14A. In the event the charge or any portion thereof for
6 life insurance under a policy issued pursuant to clause (c) of the
7 first paragraph of section one hundred and thirty-three of
8 chapter one hundred and seventy-five, or for accident and health
9 insurance under a policy issued pursuant to clause (j) of the first

10 sentence of subdivision (A) of section one hundred and ten of
11 chapter one hundred and seventy-five, or credit involuntary
12 unemployment insurance, which unless otherwise authorized shall
13 be the only types of insurance authorized in connection with a
14 premium finance agreement, is paid by the insured or insureds
15 to the agent, broker or his assignee, it shall not be deemed to
16 constitute a charge in violation of section fourteen.
17 The agent, broker or his assignee may make a charge for said
18 life insurance based on a rate which shall not exceed the premium
19 charged by the insurer pursuant to said insurer’s schedule or
20 schedules of premium rates currently on file with the commis-
21 sioner of insurance for said insurance on obligations to said agent,
22 broker or assignee pursuant to the provisions of section one
23 hundred and seventeen C of chapter one hundred and seventy-
24 five. The amount of said insurance shall at no time exceed the
25 greater of the scheduled or actual amount owing on the agreement
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26 exclusive of unearned finance charges. Said charge may be
27 collected either as a single premium on scheduled insured balances
28 or periodically on actual monthly insured balances.
29 The agent, broker or his assignee may make a charge for said
30 accident and health insurance based on a rate which shall not
31 exceed the premium charged by the insurer pursuant to said
32 insurer’s schedule or schedules of premium rates currently on file
33 with the commissioner of insurance for said insurance on
34 obligations to said agent, broker or assignee pursuant to the
35 provisions of said section one hundred and seventeen C of said#
36 chapter one hundred and seventy-five. Said charge may beV
37 collected either as a single premium on scheduled insured balances
38 or periodically on an outstanding balance basis, using a monthly
39 term rate that is actuarially consistent with the applicable single
40 premium rate filed with said commissioner, which monthly rate
41 shall be applied each month to the sum of the remaining insured
42 monthly benefits. For interest bearing agreements, other than pre-
43 computed agreements, a uniform monthly rate filed with said
44 commissioner may be applied to the remaining monthly debt
45 balances of all insured agreements, exclusive of unearned finance
46 charges, which uniform monthly rate shall produce, for the
47 aggregate of all said insured agreements, an aggregate premium
48 that is actuarially consistent with the aggregate premium that
49 would result from using said applicable single premium rates filed
50 with said commissioner applied to the total of the monthly benefits
51 on all said insured agreements. No group accident and health
52 insurance policy shall have a waiting period in excess of thirty
53 days.
54 In the event of prepayment of the agreement, there shall be a
55 refund of any unearned charges for said life insurance, accident
56 and health insurance or involuntary unemployment insurance
57 computed on a method which is at least as favorable to the insured
58 or insureds as the actuarial method, which for single premiums
59 shall be defined as a refund of unearned premium equal to theA
60 premium cost of coverage equal to the remaining scheduled
61 benefits for a term equal to the remaining period from the date
62 of said prepayment to the originally scheduled termination date
63 of coverage, computed at the schedule of rates in effect when the
64 charge for said insurance was made. If said prepayment is made
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65 other than on an installment due date it shall be deemed to have
66 been made on the first installment due date if said prepayment
67 is made before that date, and in any other case it shall be deemed
68 to have been made on the next preceding or next succeeding
69 installment due date, whichever is nearer to the date of said
70 prepayment.
71 The amount of death benefit payable shall be computed as of
72 the date of death and shall, subject to any dollar limit specified
73 in the group policy, include not less than the equivalent of six past 

} 74 due monthly payments on the agreement if and to the extent that
75 payments are past due whether from delinquency, deferral,
76 extension or other reason. No anticipated delinquency value shall
77 be included in the amount of coverage on which said life insurance
78 premiums are calculated. In the computation of said benefit, the
79 assumed amount of said insurance shall not be less than the lesser
80 of (1) the maximum amount of said insurance specified in the
81 group policy or (2) the actual outstanding principal balance of
82 the indebtedness including the equivalent of up to six past due
83 monthly payments if and to the extent that payments are past due.
84 Notwithstanding the previous sentence, in the event an excess
85 charge is made for said insurance, said amount of death benefit
86 shall at no time be less than the amount for which a charge has
87 been paid by the insured.
88 Every disclosure statement under the provisions of chapter one
89 hundred and forty D involving said life insurance, accident and
90 health insurance or involuntary unemployment insurance issued
91 pursuant to this section shall contain the following language
92 printed in ten point boldface type:
93 YOU CANNOT BE DENIED CREDIT SIMPLY BECAUSE
94 YOU CHOOSE NOT TO BUY CREDIT INSURANCE.
95 CREDIT LIFE INSURANCE, CREDIT ACCIDENT AND
96 HEALTH INSURANCE AND CREDIT INVOLUNTARY
97 UNEMPLOYMENT INSURANCE ARE NOT REQUIRED 

|  98 TO OBTAIN CREDIT. INSURANCE WILL NOT BE
99 PROVIDED UNLESS YOU SIGN AND AGREE TO PAY THE

100 ADDITIONAL CHARGE.
101 The enrollment for said insurance shall not be a condition of
102 obtaining financing nor shall it be a condition of entering into
103 a premium finance agreement. The denial of credit for failure to




