SESSION LAWS, 1961.

CHAPTER 219.
[S.B.238.]

CREDIT LIFE, ACCIDENT AND HEALTH INSURANCE.

AN Acr relating to the regulation of credit life insurance and
credit accident and health insurance.

Be it enacted by the Legislature of the State of
Washington:

SecTioN 1. The purpose of this act is to promote
the public welfare by regulating credit life insurance
and credit accident and health insurance. Nothing
in this act is intended to prohibit or discourage
reasonable competition. The provisions of this act
shall be liberally construed.

Sec. 2. (1) This act is a part of the insurance
code.

(2) All life insurance and all accident and health
insurance in connection with loans or other credit
transactions shall be subject to the provisions of this
act, except life insurance under an individual policy
in connection with a loan or other credit transaction
of more than five years duration. Insurance shall not
be subject to the provisions of this act where its
issuance is an isolated transaction on the part of the
insurer not related to an agreement or a plan for
insuring debtors of the creditor.

Sec. 3. For the purpose of this act: (1) “Credit
life insurance” means insurance on the life of a
debtor pursuant to or in connection with a specific
loan or other credit transaction;

(2) “Credit accident and health 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;

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

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

(5) “Indebtedness” means the total amount
payable by a debtor to a creditor in connection with
the loan or other credit transaction.

Sec. 4. Credit life insurance and credit accident
and health insurance shall be issued only in the
following forms:

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

(2) Individual policies of accident and health
insurance issued to debtors on a term plan, or dis-
ability benefit provisions in individual policies of
credit life insurance;

(3) Group policies of life insurance issued to
creditors providing insurance upon the lives of
debtors on the term plan;

(4) Group policies of accident and health in-
surance issued to creditors on a term plan insuring
debtors, or disability benefit provisions in group
credit life insurance policies to provide such cov-
erage.

Skc. 5. The initial amount of credit life insurance
under an individual policy shall not exceed the total
amount repayable under the contract of indebted-
ness. Where an indebtedness is repayable in sub-
stantially equal installments, the amount of insur-
ance shall at no time exceed the scheduled or actual
amount of unpaid indebtedness, whichever is greater.

Skc. 6. The initial amount of credit life insurance
under a group policy shall at no time exceed the
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amount owed by the debtor which is repayable in
installments to the creditor, or ten thousand dollars,
whichever is less. Nor shall the amount repayable
under the contract of indebtedness extend over a
period in excess of five years.

Sec. 7. The total amount of periodic indemnity
payable by credit accident and health insurance in
the event of disability, as defined in the policy, shall
not exceed the aggregate of the periodic scheduled
unpaid installments of the indebtedness; and the
amount of such periodic indemnity payment shall not
exceed the original indebtedness divided by the
number of periodic installments.

SEc. 8. The term of any credit life insurance or
credit accident and health insurance shall, subject to
acceptance by the insurer, commence on the date
when the debtor becomes obligated to the creditor:
Provided, That, where a group policy provides cov-
erage with respect to existing obligations, the
insurance on a debtor with respect to such indebted-
ness shall commence on the effective date of the
policy. Where evidence of insurability is required
and such evidence is furnished more than thirty
days after the date when the debtor becomes obli-
gated to the creditor, the term of the insurance may
commence on the date on which the insurance com-
pany determines the evidence to be satisfactory, and
in such event there shall be an appropriate refund
or adjustment of any charge to the debtor for insur-
ance. The term of such insurance shall not extend
more than fifteen days beyond the scheduled ma-
turity date of indebtedness, except when extended
without additional cost to the debtor. If the indebt-
edness is discharged due to renewal or refinancing
prior to the scheduled maturity date, the insurance
in force shall be terminated before any new insur-
ance may be issued in connection with renewed or
refinanced indebtedness. In all cases of termination
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prior to scheduled maturity, a refund shall be paid
or credited as provided in section 11.

Sec. 9. (1) All credit life insurance and credit
accident and health insurance shall be evidenced
by an individual policy, or in the case of group in-
surance by a certificate of insurance, which indi-
vidual policy or group certificate of insurance shall
be delivered to the debtor.

(2) Each individual policy or group certificate
of credit life insurance, and/or credit accident and
health insurance shall, in addition to other require-
ments of law, set forth the name and home office
address of the insurer, the name or names of the
debtor or in the case of a certificate under a group
policy, the identity by name or otherwise of the
debtor, the premium or amount of payment, if any,
by the debtor separately for credit life insurance and
credit accident and health insurance, a description of
the coverage including the amount and term thereof,
and any exceptions, limitations and restrictions, and
shall state that the benefits shall be paid to the
creditor to reduce or extinguish the unpaid indebted-
ness and, wherever the amount of insurance exceeds
the unpaid indebtedness, that any such excess shall
be payable to a beneficiary, other than the creditor,
named by the debtor or to the debtor’s estate.

(3) The individual policy or group certificate of
insurance shall be delivered to the insured debtor
at the time the indebtedness is incurred except as
provided in subsections (4) and (5).

(4) If such individual policy or group certificate
of insurance is not delivered to the debtor at the
time the indebtedness is incurred, a copy of the
application for such policy or a notice of proposed
insurance, signed by the debtor and setting forth
the name and home office address of the insurer;
the name or names of the debtor; the premium or
amount of payment by the debtor, if any, separately
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for credit life insurance and credit accident and
health insurance; the amount, term and a brief
description of the coverage provided, shall be de-
livered to the debtor at the time such indebtedness
is incurred. The copy of the application for, or notice
of proposed insurance, shall also refer exclusively to
insurance coverage, and shall be separate and apart
from the loan, sale or other credit statement of
account, instrument, or agreement, or the application
for any such loan, sale or credit, unless the in-
formation required by this subsection is prominently
set forth therein under a descriptive heading which
shall be underlined and printed in capital letters.
Upon acceptance of the insurance by the insurer and
within thirty days of the date upon which the in-
debtedness is incurred, the insurer shall cause the
individual policy or group certificate of insurance
to be delivered to the debtor. The application or
notice of proposed insurance shall state that upon
acceptance by the insurer, the insurance shall be-
come effective as provided in section 8.

(5) If the named insurer does not accept the
risk, then the debtor shall receive a policy or certifi-
cate of insurance setting forth the name and home
office address of the substituted insurer and the
amount of the premium to be charged, and if the
amount of premium is less than that set forth in the
notice of proposed insurance an appropriate refund
shall be made.

Sec. 10. (1) All policies, certificates of insurance,
notices of proposed insurance, applications for in-
surance, endorsements, and riders delivered or issued
for delivery in this state and the schedules of
premium rates pertaining thereto shall be filed with
the commissioner.

(2) No such policies, certificates of insurance,
notices of proposed insurance, applications for in-
surance, endorsements, or riders shall be used in
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this state until approved by the commissioner pur-
suant to RCW 48.18.100 and RCW 48.18.110. In
addition to any grounds for disapproval provided
therein, the form shall be disapproved both as to
credit life and credit accident and health insurance
if the benefits provided therein are not reasonable
in relation to the premium charged.

(3) If a group policy of credit life insurance or
credit accident and health insurance has been de-
livered in this state before the effective date of this
act, on the first anniversary date following the
effective date of this act the terms of the policy as
they apply to persons newly insured thereafter shall
be rewritten to conform with the provisions of this
act.

(4) This section does not apply as to certificates
of insurance issued under group policies which
policies are not delivered or issued for delivery in
this state.

Sec. 11. (1) Each individual policy, or group cer-
tificate shall provide that in the event of termination
of the insurance prior to the scheduled maturity date
of the indebtedness, any refund of an amount paid
by the debtor for insurance shall be paid or credited
promptly to the person entitled thereto. The formula
to be used in computing such refund shall be filed
with and approved by the commissioner.

(2) If a creditor requires a debtor to make any
payment for credit life insurance or credit accident
and health insurance and an individual policy or
group certificate of insurance is not issued, the
creditor shall immediately give written notice to
such debtor and shall promptly make an appropriate
credit to the account.

(3) The amount charged to a debtor for any
credit life or credit accident and health insurance
shall not exceed the premiums charged by the in-
surer, as computed at the time the charge to the
debtor is determined.
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Sec. 12. When the credit life insurance or credit
accident and health insurance is required in con-
nection with any credit transaction, the debtor shall,
upon request to the creditor, have the option of
furnishing the required amount of insurance through
existing policies of insurance owned or controlled
by him or of procuring and furnishing the required
coverage through any insurer authorized to trans-
act an insurance business within this state.

Sec. 13. If any provision of this act, or the appli-
cation of such provision to any person or circum-
stance, shall be held invalid, the remainder of the
act and the application of such provision to any
person or circumstance other than those as to which
it is held invalid, shall not be affected thereby.

Sec. 14. Nothing in this act shall be construed
to permit any practice prohibited by chapter 31.08
RCW, nor is it intended that this act shall amend
or repeal any provision of chapter 31.08 RCW, known
as the “Small Loan Act”.

Passed the Senate March 9, 1961.

Passed the House March 8, 1961.

Approved by the Governor March 20, 1961.

CHAPTER 220.
[S.B.274.1

STATE OFFICERS—PER DIEM.

AN Acrt relating to state government; providing per diem al-
lowance in lieu of subsistence for state officials and em-
ployees; and amending section 1, chapter 86, Laws of 1943,
as last amended by section 1, chapter 194, Laws of 1959,
and RCW 43.03.050.

Be it enacted by the Legislature of the State of

Washington:

SecTtiON 1. Section 1, chapter 86, Laws of 1943,
as last amended by section 1, chapter 194, Laws of
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