
Single Premium Credit Insurance Premium 
Computations 

 
• Premium computations are extremely complex 

when originating but not always as difficult 
when validating/verifying. 

• Complexity arises from the fact the premiums 
are “INTEGRATED” as part of the credit 
transaction.  They are not an “add-on” other 
charge. 

 
For Example: 
 
A consumer borrowing $10,000 desires credit 
life and A&H coverage.  The life coverage is 
gross payoff so both Life and A&H are based on 
the TOP. 
 
However,  
• The premiums are based on the TOP 
• The TOP is a function of the monthly 

payment 
• The payment is derived from applying the 

interest rate to the principal 
• The principal contains the premium amounts 

which are based on the TOP, which is 
unknown at the start. 

 



 
Credit Accident & Health (A&H) aka “Disability” 

Insurance Coverage 
 

A&H coverage protects the monthly payment obligation of a credit 
transaction.  Once a claim is activated, A&H coverage will make a 
portion or all of a consumers monthly obligation during a time of 
injury, sickness, or a combination of both. 
 
Single Premium A&H Rates are generally contained in a pre-
determined schedule: 
 

 
 
 



 
 

The A&H Premium is computed as follows: 
 
Monthly Benefit x A&H Term of Coverage x A&H Rate at Term 
 
$489.25 x 24 x .0216 = $253.627 = $253.63 
 
A shortcut, when no underwriting limitations are imposed, is: 
 
A&H Rate @ term x Total of Payments = Premium 
 



When an underwriting limit is imposed, it is most often a limit 
of the monthly benefit. 

 
For this example, we use a monthly benefit limit of $250 which 
is low by today’s industry standards but illustrates the concept. 

 

 
 
 

The premium is computed by: 
 

$250.00 x 24 x .0216 = $129.60 
 

In this scenario, the consumer is still liable for $233.33 of the 
debt repayment during each month of sickness/disability. 

 



Truncated Term A&H Coverage 
 

The carrier may only agree to cover the first 60 or 120 months of a 
credit transaction.  In this scenario, the mechanics of the premium 
computation stay the same, but the rate and term of coverage will 
change. 
 

 
 
Again, the A&H Premium is computed as follows: 
 
$500 x 60 x $3.38 = $1,014.00 


