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CHAPTER 382—H.F.No.530
[Coded in Part]

An act relating to commerce; regulating the use of credit life and credit health and
accident insurance; eliminating level term credit life insurance; eliminating “pyramiding” of
credit life insurance; permitting joint life credit insurance policies; permitting certain ciasses of
credit accident and health insurance; amending Minnesota Sitatutes 1976, Sections 53.051;
56.15, Subdivision 2; 614,12, by adding a subdivision; 62B.04, Subdivision 1; and 62B.05.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
Section 1. Minnesota Statutes 1976, Section 53,051, is amended to read:

53.051 CREDIT LIFE AND CREDIT HEALTH AND ACCIDENT INSURANCE;
INSURANCE IN CONNECTION WITH LOANS. Any policy or certificate of insurance
procured by a licensee in connection with any loan or transaction subject to this chapter,
for which the premium has been paid by the obligor or obligors out of the proceeds of the
loan or transaction, shall contain the amount and description of the coverage, all of the
terms and conditions, the period of time for which it is written, the premium therefor, and
shall be delivered to the obligor or obligors within a reasonable time. Ne Any policy or
certificate providing credit life insurance or credit accident and health benefits shall be
writlen fer a term extending more than 15 deys beyond the mmturity of the related

H the coverage provides eredi aceident and health insuranee; the poliey or
eertifiente shall contain a provisien thet if the insured obliger is disabled; as defired in the
poliey; for & period of more than 14 days; benefits shall commenee as of the first day of

in the policy, before benefits, whether retroactive or nonretroactive, shall commence.

In case there are multiple obligors under & transaction subject to swek this chapter,
no policy or certificate of insurance providing life insuranee or credit accident and health
benefits shall be procured by or through a licenses upon more than one of such obligors.
In case there are multiple gbligors under a transaction subject to this chapter no policy or

licensee upon more than two of the obligors in which case they shall be insured jointly.

H an obligation is prepaid in full by eash; a new loan; refinaneing; or otherwise;
eny poliey or eertifieate of insurance providing life insuranes or aceident and health
benefits preeured by or through & Lieensee and for whieh the premium has been paid by
the ebliger out of the proceeds of the oblipation shall be cancelled upon surrender of the

Changes or addiions indicated by underline deletions by  strikeout



Ch. 382 LAWS of MINNESOTA for 1977 861

poliey; certificate of other evidenee and the unearned premium refunded unless the
ebligor shall fequest in weiting that such insuranee be continued in force; and o copy of
sueh written request shall be delivered to the insured at time of signature:

No licensee shall decline 10 accept a policy of insurance furnished by the borrower
from another source.

Sec. 2. Minnesota Statutes 1976, Section 56.15, Subdivision 2, is amended to read:

Subd. 2. No licensee shall, directly or indirectly, sell or offer for sale any insurance
in connection with any loan made under this chapter except as and to the extent
authorized by this section. Life, accident and health insurance, or any of them, may be
writlen upon or in connection with any loan fer a term not extending beyond the final
maturity date of the leen contraet but enly upon one obliger on any one loan eontraet:
Fhe amount of life insuranee shall at ne time exceed the unpaid balanee of principal and
eharges eombined whieh are scheduled to be eutstanding under the terms. of the loan
eontraet or the setual amount unpaid on the loan contraet; whiehBever ig greater Aceident
and health insurance shall provide berefits not in exeess of the unpaid balance scheduled
to be ouistanding under the terms of the loan contract and the emoust of ench perodie
benefit payment shall not exceed the total asmount payable divided by the sumbes of
installments and shall provide thet if the insured obliper s disabled; as defined in the
pelicy; for a peried of more than 14 days; benefits shall commenee as of the first day of
disability in a manner consistent with chapter 62B and rules promulgated thereunder, The

chapter no policy or certificate of insurance providing credit accident and health benefits
shatl be procured by or through a licens¢e upon more than one of the gbligors. In case
there are multiple obligors under a transaction subject to this chapter no poliey or

licensee upon more than two of the obligors in which case they shall be insured jointly.
The premium or identifiable charge for such insurance shall not exceed that filed by the
insurer with the insurance division of the depariment of commerce. Such charge,
computed at the time the loan is made for the full term of the loan contract on the total
amount required to pay principal and charges, may be deducted from the proceeds or
may be included as part of the principal of any loan. If a borrower procures insurance by
or through a licensee, the statement required by section 56.14 of this chapter shall disclose
the cost to the borrower and the type of insurance, and the licensee shall cause to be
delivered to the borrower a copy of the policy, certificate, or other evidence thereof,
within a reasonable time. No licensee shall decline new or existing insurance which meets
the standards s¢t out herein nor prevent any obligor from obtaining such insurance
coverage from other sources. i the loan eentraet is prepaid in full by eash; a new lean;
renewal; refinaneing; or otherwise (except by the insuranee) any life; aceident and heslth
insuranee procured by or through e licensee shall be canceled and a refund of the
uncarned premtium or identifiable eharge shall be rebated: Notwithstanding any other
provision of this chapter, any gain or advantage to the licensee or to any employee,
affiliate, or associate of the licensee from such insurance or the sale or provision thereof
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shall not be deemed to be additional or further charges in connection with such loan; nor
shall any of the provisions pertaining o insurance contained in this section be deemed
prohibited by any other provision of this chapter.

Sec. 3. Minnesota Statutes 1976, Section 62B.04, Subdivision 1, is amended to read:

62B.04 AMOUNT OF CREDIT LIFE INSURANCE AND CREDIT ACCIDENT
AND HEALTH INSURANCE. Subdivision 1. CREDIT LIFE INSURANCE. (1) The
initial amount of credit life insurance shall not exceed the total amount repayable under
the contract of indebtedness. Thereafter, if the indebtedness is repayable in substantially
equal installments, the amount of insurance shall not exceed the scheduled or actual
amount of indebtedness, whichever is greaier; unless the debter is apprised of his right to
have insurance eovering only the seheduled or setuel amount of indebtedness; at o lesser
m&aabve}mmmmmmmmw@gmww

provides for payment in subslantlally equal msl.allments shall constitute an indebtedness

repayable in substantially equal installments under this subdivision.

(2) Nowwithstanding the provisions of subdivision 1 paregraph clause (1) of this er
any other seetiom, insurance on educational, agricultural and horticultural credit
transaction commilments may be written on a nondecrgasing or level term plan for the
amount of the portien of sueh loan commitment that has net been edvanced by the
efeditor.

Sec. 4. Minnesota Statutes 1976, Section 62B.05, is amended to read:

628.05 TERM OF CREDIT LIFE INSURANCE AND CREDIT ACCIDENT
AND HEALTH INSURANCE. 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, except that, where a group policy
provides coverage with respect to existing obligations, the insurance on a debtor with
1espect to the indebtedness shall commence on the effective date of the policy. Where
evidence of insurability is required and the evidence is furnished more than 30 days after
the date when the debtor becomes obligated to the creditor, the term of the insurance may
commence on the date on which the insurance company determines the evidence to be
satisfactory, and in that event there shall be an appropriate refund or adjustment of any
charge to the debtor for insurance. The term of the insurance shall not extend more than
15 days beyond the scheduled maturity date of the indebtedness except when extended
without additional cost to the debtor. I the indebtedness is discharged due to renowal or
refinnneing prior to the scheduled maturity date; the insurance in foree shall be
terminnted before any new insurance may be issued i eonnection with the renewed er
refinnneed indebtedness; unless the debtor requests in writing that it be eontinued: In all
eases of termination prior io scheduled maturity; a refund shall be paid of eredited as

_lg Imm or by efmancmg by the same creditor and except by per[ormance of the
ingurer’s obligation under the policy, any policy or certificate of insurance providing
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credit life or credit accident and health benefits procured by or through a creditor and for

provided in section 62B.08.

If an indebtedness is prepaid in full before its scheduled maturity date by a new

loan or refinancing, and a refund shall be paid or credited as provided in section 62B.08.
For the purposes of this subdivision, an assignee creditor and an assignor creditor shall
not be construed te be the same creditor.

Sec. 5. Minnesota Statutes 1976, Section 61A.12, is amended by adding a
subdivision to read:

Subd. 5. SUBSTITUTION. When a creditor requires credit life insurance, credit
accident and health insurance, or both, as additional security for an indebtedness, the
debtor shall be given the option of furnishing the required amount of insurance through

right to provide alternative coverage before the transaction is completed.

Approved June 2, 1977.

CHAPTER 383—H.F.No.536
[Coded]
An act relating to civil service; providing that prometion and place of service are
separate considerations; amending Minnesota Statutes 1976, Section 43.19, by adding a
subdivision,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Sectton 1. Minnesota Statutes 1976, Section 43.19, is amended by adding a
subdivision 1o read:

Subd. 3. STATE CIVIL SERVICE; PROMOTIONS; WORK STATION
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