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Engrossed

AUTHOR'S / SPONSOR'S STATEMENT OF INTENT

Interested parties observe that a significant number of states currently authorize the charge of a
non-credit, single premium term life insurance policy in connection with a consumer loan. The
parties assert that such authorization provides an underinsured segment of the population with an
opportunity to protect their families with life insurance. The parties contend that providing Texas
lenders with the flexibility to offer the same products offered in other states will give Texas
borrowers a chance to provide a safety net for their loved ones. H.B. 3938 seeks to address this
issue.

H.B. 3938 amends current law relating to single premium term life insurance offered in
connection with certain consumer loans.

RULEMAKING AUTHORITY

This bill does not expressly grant any additional rulemaking authority to a state officer,
institution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Subchapter I, Chapter 342, Finance Code, by adding Section 342.4022, as
follows:

Sec. 342.4022. SINGLE PREMIUM TERM LIFE INSURANCE. Provides that, on a loan
made under this chapter that is subject to Subchapter E (Interest Charges on Non-Real
Property Loans), a lender:

(1) may, through a properly licensed insurance agent, offer a borrower single
premium term life insurance;

(2) may not require the borrower to accept the insurance described by Subdivision
(1); and

(3) shall provide the borrower with the option to pay the insurance premium from
the borrower's own funds or to pay the premium with a portion of the loan
proceeds.

SECTION 2. Amends Section 342.407, Finance Code, as follows:
Sec. 342.407. REQUIREMENTS FOR INCLUDING INSURANCE CHARGE IN
CONTRACT. Requires that insurance for which a charge is included in a loan contract be
written through an insurance agent licensed in accordance with the Insurance Code, if the
included charge is offered under Section 342.4022 of this code.

SECTION 3. Amends Section 342.412, Finance Code, as follows:

Sec. 342.412. ACTION UNDER SUBCHAPTER NOT SALE OF INSURANCE.
Provides that, except for the sale of a single premium term life insurance policy to a
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borrower under Section 342.4022, arranging for insurance or collecting an identifiable
charge as authorized by this subchapter is not a sale of insurance.

SECTION 4. Provides that Section 342.4022, Finance Code, as added by this Act, applies only to
an insurance policy that is delivered, issued for delivery, or renewed on or after January 1, 2016.
Makes application of this Act prospective to January 1, 2016.

SECTION 5. Effective date: January 1, 2016.
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