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SENATE BILL 1287 

AN ACT 

AMENDING SECTION 6-626. ARIZONA REVISED STATUTES: RELATING TO INSURANCE ON 
CONSUMER LOANS. 

Be i t  enac ted  by t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A r i zona :  
S e c t i o n  1. S e c t i o n  6-626. Ar izona Revised S t a t u t e s .  i s  amended t o  

read:  
6-626. I n s u r a n c e  secur ino  loan :  c a n c e l l a t i o n :  n o t i c e :  

d e f i n i t i o n  
A. S u b j e c t  t o  t h e  c o n d i t i o n s  p r o v i d e d  i n  t h i s  s e c t i o n  and 

n o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n s  of t h i s  c h a p t e r .  reasonab le  i n s u r a n c e  
may be s o l d  t o  t h e  bor rower  i n s u r i n g  any p r o p e r t y  s e c u r i n g  a consumer l o a n .  
consumer r e v o l v i n g  l o a n  account  o r  home e q u i t y  r e v o l v i n g  l o a n  account and 
i n s u r i n g  t h e  l i f e  o f  one OR MORE PARTIES o b l i g a t e d  on a consumer l o a n .  
consumer r e v o l v i n g  l o a n  account or home e q u i t y  r e v o l v i n g  l o a n  account M 
M. I f  an 
i n s u r e d  +pw+e BORROWER d i e s  t h e  i n s u r e d  balance due on an i n s u r e d  l o a n  s h a l l  
be p a i d  o f f  by t h e  i n s u r e r .  C r e d i t  d i s a b i l i t y  i nsu rance  as d e f i n e d  i n  t i t l e  
20 AND CREDIT INVOLUNTARY UNEMPLOYMENT INSURANCE may a l s o  be s o l d  t o  ONE OR 
MORE BORROWERS. 

B. ANY INSURANCE PURCHASED BY A BORROWER PURSUANT TO SUBSECTION A OF 
THIS SECTION. EXCEPT INSURANCE ON PROPERTY SECURING A LOAN. I S  OPTIONAL, AND 
A LICENSEE SHALL NOT REFUSE TO MAKE A LOAN BASED ON THE BORROWER'S REFUSAL 
TO PURCHASE THE INSURANCE. THE BORROWER MAY CANCEL THIS INSURANCE FOR ANY 
REASON AT ANY TIME WITHIN THIRTY DAYS AFTER THE LOAN I S  MADE AND SHALL MAIL 
OR DELIVER A WRITTEN NOTICE OF CANCELLATION TO THE LICENSEE'S PLACE OF 
BUSINESS. I F  THE BORROWER CANCELS THE INSURANCE PURSUANT TO THIS SUBSECTION. 
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THE BORROWER I S  ENTITLED TO A FULL REFUND OF ANY PREMIUMS PAID FOR THE 
INSURANCE. BEFORE EXECUTING ANY LOAN DOCUMENT I N  CONNECTION WITH THIS 
SUBSECTION. THE LICENSEE SHALL GIVE THE BORROWER A WRITTEN COPY OF THE 
PROVISIONS OF THIS SUBSECTION AN0 SUBSECTION A OF THIS SECTION. 

8r C .  A l l  i n s u r a n c e  s o l d  p u r s u a n t  t o  t h i s  s e c t i o n  s h a l l  b e a r  a  
reasonab le  bona f i d e  r e l a t i o n  t o  t h e  e x i s t i n g  hazard o r  r i s k  o f  l o s s  and 
s h a l l  be w r i t t e n  by an agen t  l i c e n s e d  i n  t h i s  s t a t e  and by an i n s u r a n c e  ' ' 

company a u t h o r i z e d  t o  conduc t  such bus iness  i n  t h i s  s t a t e .  A l i c e n s e e  may 
n o t  r e q u i r e  t h e  purchase o f  such insu rance  f rom t h e  l i c e n s e e  o r  any employee, 
a f f i l i a t e  o r  a s s o c i a t e  o f  t h e  l i c e n s e e  as a  c o n d i t i o n  precedent  t o  t h e  making 
o f  a  consumer l o a n  o r  e s t a b l i s h i n g  a  consumer r e v o l v i n g  l o a n  account o r  home 
e q u i t y  r e v o l v i n g  l o a n  accoun t .  b u t  t h e  l i c e n s e e  may o t h e r w i s e  d e s i g n a t e  t h e  
company i n  w h i c h  t h e  i n s u r a n c e  s h a l l  be p l a c e d  as l o n g  as t h e  i n s u r a n c e  
company i s  a u t h o r i z e d  t o  c o n d u c t  bus iness  i n  t h i s  s t a t e .  

& 0. A t  t h e  t i m e  t h e  i n s u r a n c e  i s  s o l d  t h e  l i c e n s e e  s h a l l  m a i l  o r  
d e l i v e r  a  w r i t t e n  r e c e i p t  o r  b i n d e r  t o  t h e  bo r rower  and w i t h i n  t h i r t y  days 
t h e r e a f t e r  s h a l l  d e l i v e r  t o  t h e  bo r rower ,  o r  i f  more t h a n  one. t o  one o f  
them. a  p o l i c y  o r  c e r t i f i c a t e  o f  i n s u r a n c e  c o v e r i n g  any i n s u r a n c e  p r o c u r e d  
by  o r  t h r o u g h  t h e  l i c e n s e e  o r  any employee, a f f i l i a t e  o r  a s s o c i a t e  o f  t h e  
l i c e n s e e  i n  c o n n e c t i o n  w i t h  t h e  consumer l o a n .  consumer r e v o l v i n g  l o a n  
account o r  home e q u i t y  r e v o l v i n g  l o a n  account which s e t s  f o r t h  t h e  amount o f  
any premium wh ich  t h e  b o r r o w e r  has p a i d  o r  i s  o b l i g a t e d  t o  pay.  t h e  amount 
o f  i nsu rance .  t h e  term o f  i n s u r a n c e  and a  d e s c r i p t i o n  o f  t h e  coverage. The 
p o l i c y  o r  c e r t i f i c a t e  may c o n t a i n  a  mortgage c lause  o r  o t h e r  a p p r o p r i a t e  
p r o v i s i o n s  t o  p r o t e c t  t h e  i n s u r a b l e  i n t e r e s t  o f  t h e  l i c e n s e e .  

% E. P r o p e r t y  i n s u r a n c e ,  i f  s o l d  by a  l i c e n s e e  i n  c o n n e c t i o n  w i t h  
a  consumer l o a n .  s h a l l  be a t  t h e  o p t i o n  o f  t h e  borrower i n  an amount o f  n o t  
t o  exceed t h e  g r e a t e r  of t h e  reasonab le  va lue  o f  t h e  p r o p e r t y  i n s u r e d  o r  t h e  
approx ima te  amount o f  t h e  consumer l o a n  and s h a l l  be f o r  a  t e r m  o f  n o t  t o  
exceed t h e  approx ima te  t e r m  o f  t h e  consumer l o a n .  However. t h e  amount o f  
such p r o p e r t y  insurance may n o t  exceed t h e  reasonable  v a l u e  o f  t h e  p r o p e r t y  
i n s u r e d .  

& F. P r o p e r t y  i n s u r a n c e .  i f  s o l d  by a  l i c e n s e e  i n  c o n n e c t i o n  w i t h  
a  consumer r e v o l v i n g  l o a n  accoun t  o r  a  home e q u i t y  r e v o l v i n g  l o a n  account .  
s h a l l  be i n  an amount o f  n o t  t o  exceed t h e  g r e a t e r  o f  t h e  reasonab le  v a l u e  
o f  t h e  p r o p e r t y  i n s u r e d  o r  t h e  agreed on c r e d i t  l i m i t .  However. t h e  amount 
o f  p r o p e r t y  i n s u r a n c e  may n o t  exceed t h e  reasonable  v a l u e  o f  t h e  p r o p e r t y  
i n s u r e d .  P r o p e r t y  i nsu rance  may be s o l d  by t h e  l i c e n s e e  f o r  renewable terms 
n o t  exceeding two years.  A l t e r n a t i v e l y .  t h e  amount o f  p r o p e r t y  i n s u r a n c e  may 
be equal t o  t h e  ba lance o u t s t a n d i n g  on a  consumer r e v o l v i n g  l o a n  accoun t  o r  
a  home e q u i t y  r e v o l v i n g  l o a n  account  f r o m  t i m e  t o  t i m e  w i t h  t h e  premiums 
c a l c u l a t e d  on t h e  b a s i s  o f  t h e  a c t u a l  d a i l y  unpa id  ba lance  o r  t h e  average 
d a i l y  ba lance  of t h e  account d u r i n g  each month ly  b i l l i n g  c y c l e .  Premiums f o r  
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p r o p e r t y  i nsu rance  may be charged as an advance on a  consumer r e v o l v i n g  l o a n  
account o r  a  home e q u i t y  r e v o l v i n g  l o a n  account .  

C1- G. Whenever p r o p e r t y  i n s u r a n c e  i s  s o l d  f o r  a  renewable te rm.  a  
n o t i c e  s h a l l  be m a i l e d  t o  t h e  bo r rower  a t  l e a s t  t h i r t y  days b e f o r e  t h e  
renewal d a t e  which s t a t e s  a l l  o f  t h e  f o l l o w i n g :  

1. That t h e  b o r r o w e r ' s  p r o p e r t y  i n s u r a n c e  i s  about  t o  e x p i r e .  
2 .  T h a t  t h e  bo r rower  may o b t a i n  p r o p e r t y  i n s u r a n c e  f rom any source  

chosen by t h e  borrower s u b j e c t  t o  t h e  l i c e n s e e ' s  r i g h t  t o  reasonab ly  r e j e c t  
t h e  insu rance  p r o v i d e r  chosen by t h e  bor rower  by p r o v i d i n g  w r i t t e n  n o t i c e  t o  
t h e  bo r rower  o f  t h o s e  reasons f o r  r e j e c t i o n .  

3. The term, coverage and premium f o r  t h e  renewal o f  p r o p e r t y  
i nsu rance .  

4 .  That t h e  p r o p e r t y  i n s u r a n c e  w i l l  be renewed on e x p i r a t i o n  u n l e s s  
t h e  bo r rower  p r o v i d e s  t h e  Yicensee b e f o r e  t h e  e x p i r a t i o n  d a t e  w i t h  ev idence  
t h a t  t h e  bo r rower  has o b t a i n e d  o t h e r  p r o p e r t y  i n s u r a n c e .  

H. N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  o f  t h i s  c h a p t e r ,  any 
advantage. commission, d i v i d e n d .  g a i n  o r  i d e n t i f i a b l e  charge f o r  i n s u r a n c e  
a u t h o r i z e d  by t h i s  s e c t i o n ,  o r  o t h e r w i s e ,  t o  t h e  l i c e n s e e  o r  any employee. 
a f f i l i a t e  o r  a s s o c i a t e  o f  t h e  l i c e n s e e  f rom such i n s u r a n c e  o r  i t s  s a l e  s h a l l  
no t  be deemed an a d d i t i o n a l  o r  f u r t h e r  i n t e r e s t  o r  charge i n  c o n n e c t i o n  w i t h  
t h e  consumer loan.  consumer r e v o l v i n g  l o a n  accoun t  o r  home e q u i t y  r e v o l v i n g  
loan account .  b u t  if a new consumer l o a n ,  consumer r e v o l v i n g  l o a n  account  o r  
home e q u i t y  r e v o l v i n g  l o a n  account i s  made o r  a  c o n t r a c t  o f  a  consumer l o a n .  
consumer r e v o l v i n g  l o a n  account  o r  home e q u i t y  r e v o l v i n g  l o a n  accoun t  i s  
renewed and new insu rance  i s  t o  be s o l d ,  t h e  i n s u r a n c e  p r o v i d e d  f o r  i n  t h i s  
s e c t i o n  s h a l l  be a p p l i e d  t h e r e t o  o r  c a n c e l l e d  and a  r e f u n d  o f  t h e  unearned 
premium o r  i d e n t i f i a b l e  charge s h a l l  be c r e d i t e d  o r  made b e f o r e  new i n s u r a n c e  
i s  s o l d .  

Hr I. Except as o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d  i n  t h i s  c h a p t e r .  
i nsu rance  t r a n s a c t i o n s  under t h i s  c h a p t e r  a r e  s u b j e c t  i n  a l l  r e s p e c t s  t o  
a p p l i c a b l e  laws p e r t a i n i n g  t o  such insu rance  under t i t l e  20 and t o  a p p l i c a b l e  
r u l e s  adopted under t i t l e  20. 

J. FOR THE PURPOSES OF THIS SECTION. "CREDIT INVOLUNTARY UNEMPLOYMENT 
INSURANCE" MEANS INSURANCE TO PROVIDE INDEMNITY FOR PAYMENTS DUE ON A 
CONSUMER LOAN WHILE THE BORROWER I S  INVOLUNTARILY UNEMPLOYED. 




