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Consumer Credit Insurance Regulation

Drafting Note Although this definition of loss ratio represeraschange from the prior method, the (EX) Committee on Credit Insurance
has determined that this definition represents the most appropriate optMhile the crediting of imputed interest means that single
premium rates will be slightly lower (for a spéif loss ratio) under this definition than under the prior methodology, for most states the
reduction in single premium rates will be approximately five percent (5%) due to the implementation of this definition.

F. “Opentend credit” means credit extendewy a creditor under an agreement in which:

Q) The creditor reasonably contemplates repeated transactions;

(2)
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NAIC Model Laws, Regulations, Guidelines and Other Resewdotsber 1994

B. For the purpose of Subsection A, prima fgmiemium means premium using the premium rates
set out in Sections 6 and 7, or actuarially consistent premium rates for plans not described in
Sections 6 and 7, without any adjustment pursuant to Section 10.

Drafting Note:This is an optional provision subject to the statutory provisions of the state or jurisdiGiime a state has established a
prima facierate based upon a sixty percent (60%) loss rat&iate may wish to consider that this provision be deleted.

Section 6.
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Consumer Credit Insurance Regulation

3) If the benefits provided are other than those described in the introduction to this
subsection, premium rates for such benefits shall baagally consistent with the rates
provided in Paragraphs (1) and (2).

Drafting Note: Credit life insurance premium rates have not been included in the model regul&#mh state should adopt rates which
reflect the experience developed within that stapr regionally if a state lacks sufficient credible dé&tatate may also establish rates by
creditor class of business wherever warrant€dr those states addressing the issue of delinquencies, the prima facie rates included in
Sections 6 and 7 and arother rates approved for use, restricted to premium rates that are computed by formulae such as that
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Consumer Credit Insurance Regulation

(1) If premiums are payable on a single-premium basis for the duration of the coverage, the
prima facierate per $100 of initial insured debt for single accident and health is as set
forth in the table below (rates for monthly periods other than those listed shall be
interpolated or extrapolated):

Original Number
of Equal
Monthly

Installments
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NAIC Model Laws, Regulations, Guidelines and Other Resewdotsber 1994

Drafting Nde: The 4 percent discount for interest reflected current rates at the time this model was dra&tates should set the
discount rate in their regulation to equal the average of the rates being paidy@aBUnited States Treasury Notes as reportechin t
Wall Street Journal on the last day of sale in the most recent 3 calendar years.

(3)

(4)

(5)

If the coverage provided is a constant maximum indemnity for a given period of time,
the actuarial equivalent of Section 7A(1) and 7A(2) shall be used.

If the coverage provided is a combination of a constant maximum indemnity for a given
period of time after which the maximum indemnity begins to decrease in even amounts
per month, an appropriate combination of the premium rate for a constant maximum

indemnity for a given period of time and the premium rate for a maximum indemnity

which decreases in even amounts per month shall be used.

The outstanding balance rate for credit accident and health insurance may be either a
term-specified rate or may be a singlensposite term outstanding balance rate.

B. Subiject to the conditions and requirements in Section 7C and Section 11, the primeafasie
for credit accident and health insurance shown below are considered to meet the requirements
of Section 4 in the situation where the insurance is written on an egrah loan Theseprima
facie rates and the formulae used to calculate them may be used without filing additional
actuarial supportOther formulae to convert from a closed-end credit rate to an eped credit
rate may be used if approved by the commissioner.

(1)

(2)

If the maximum benefit of the insurance equals the net debt on the date of disability,
the term of the loan is calculated according to the formul#minimum payment
percent) Theprima facierate isdetermined by applying the calculated term to the rates
shown in Section 7AA composite minimum payment percentage may be used in place
of the minimum payment percentage for a specific credit transaction.

If the maximum benefit of the insurance edsidhe outstanding balance of the loan on
the date of disability plus any interest accruing on that amount during disability, the
term of the insurance (n) is estimated by using the following formula:

n = In{Z(1000i/x)}/In(v)

where:
i = interest rate on
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Consumer Credit Insurance Regulation

where:
n is the term calculated above; and
n

an =(1-v)i.

C. If the accident and health coverage is sold on a joint basis (involving two pethelate for
the joint coverage shall be filed with the commissioner prior to use.

D. If the benefits provided are other than those described in Section 7A or 7B above, rates for
those benefits shall be actuarially consistent with rates provided in Sectt6
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Consumer Credit Insurance Regulation

Q) Coverage for unemployment for any reason, except that coverage may be excluded for:
(a) voluntary forfeiture of salary, wage or other employmenbime; (b) resignation; (c)
retirement; (d) general strike; (e) illegal walk out; (f) war; (g) separation from the
military; (h) willful misconduct or criminal misconduct or unlawful behavior; and (i)
disability caused by injury, sickness or pregnancy.

Dratfting Note:
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Section 10.

A.

NAIC Model Laws, Regulations, Guidelines and Other Resewdotsber 1994

Experience Reports and Adjustment Bfima FacieRates

Each insurer doing insurance business in this state shall annually file with the commissioner and
the National Association of Insurance CommissioneIQN Support and Services Office a
report of consumer credit insurance written on a calendar year bakis report shall utilize the
Credit Insurance SupplemenfAnnual Statement Blank as approved by the NAIC, and shall
contain data separately for each state, rather than an allocation of the company’s countrywide
experience The filing shall be made in accordance with and no later than the due date in the
Instructions to the Annual Statement.

The commissioner will, on a triennial basis, review the loss ratio standards set forth in Section 4
and the prima facigates set forth in Sections 6 and 7 and determine therefrom the rate of
expected claims on a statewide basis, compare such rate of expected claims with the rate of
actual claims for the precedinfiriee (3) years determined from the incurred claims and earned
premiums atprima facierates reported in the Annual Statement Supplement or other available
source, and publish the adjusted actual statewide prima featies to be used by insurers during

the next triennium The rates will reflect the difference between (a) actual claims based on
experience; and (b) expected claims based on the loss ratio standards set forth in Section 4
applied to the prima facieates set forth in Sections 6 and 7.

The ommissioner will, on a triennial basis, review the discount rates for interest included in the
formulae in Sections 6A and 7A, and adjust those discount rates to equal the average of the
rates being paid at that time on thregear United States Treasury fée as reported in the Wall
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A.

Consumer Credit Insurance Regulation

(1) Applied uniformly to all accounts of the insurer; or

(2 Applied on an equitable basis approved by the commissioner to only one or more
accounts of the insurer for which the experience has been less favorable than expected;
or

3) Applied according to a case-rating procedure on file with the commissioner.
Approval Period of Deviated Rates.

(1) A deviated rate will be in effect for a period of time not longer than the experience
period used to establish the rate (i.e. one year, two years or three yeans)nsurer
may file for a new rate before the end of a rate period, but not more often than once
during any twelve-month period.

(2) Notwithstanding the provision of Substion A of this section, if an account changes
insurers, the rate approved to be used for the account by the prior insurer is the
maximum rate that may be used by the succeeding insurer for the remainder of the rate
approval period approved for the prior insurer or until a new rate is approved for use on
the account, if sooner.

Use of Rates Lower than Filed Rates.

An insurer may at any time use a rate for an account that is lower than its filed rate without
notice to the commissioner.

Glossary of Terms and Definitions as Used in Section 11.

(1) “Experience” means “earned premiums” and “incurred losses during the experience
period.
(2) “Experience period” means the most recent period of time for which earned premiums

and incurred losses are reped, but not for a period longer than three (3) full years.

3) “Incurred losses means total claims paid during the experience period, adjusted for the
change in claim reserve.

Supervision of Consumer Credit Insurance Operations

Each inswer transacting credit insurance in this state shall be responsible for conducting a
thorough periodic review of creditors with respect to their credit insurance business with such
creditors, to assure compliance with the insurance laws of this state aedregulation
promulgated by the commissioner.

Written records of such reviews shall be maintained by the insurer for review by the Insurance
Commissioner.

Note: The states may wish to specify the minimum time in accordance with their respectiveestatut
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Section 16.

A.

B.
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Consumer Credit Insurance Regulation
Effective Date
This regulation shall take effect [insert date] as to premium rates.
Approval of all forms not in compliance with this regulation is hereby withdrasvof [insert
date]. No such form may be issued after said date unless it has been submitted to and approved
by the commissioner subsequent to [30 days prior to effective date], or unless a rider approved

subsequent to such date has been attached bringihg form into compliance with this
regulation.
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