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In the course of exercising its market conduct examination responsibilities, the Insurance
Division has continued to discover instances where insurers have failed to pay interest
on life insurance death benefits in accordance with the requirements of Vermont law.
The purpose of this bulletin is to remind insurers of their statutory obligation to pay
interest on life insurance policy death claims and to provide guidance about the specific

circumstances in which that statutory obligation is applicable.

Section 3665b(b) of Title 8 V.S.A. provides that “[a]ll payments of claims under policies of life
insurance shall include interest accrued from the date of death of the insured to the date of
payment. The interest rate shall be the rate paid on proceeds left on deposit or six percent,

whichever is greater.”!

In light of Section 3665b’s broad reference to “[a]ll payments of claims uinder policies of
life insurance,” it is the Department’s position that the statutory interest rate is

required to be paid in all of the following situations:

1) When the individual or group policy was delivered or issued for
delivery in Vermont, regardless of whether the beneficiary resides in
Vermont at the time of the death of the owner or certificate holder;

2) When the beneficiary resides in Vermont at the time of the death of the

18 V.S.A. § 3665b went into effect on July 1, 2020, replacing 8 V.S.A. § 3665. The language of § 3665b(b) is
substantively identical to former § 3665(c)(2).
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owner or certificate holder, regardless of where the group or individual
policy was issued; and

3) When the group policy was issued outside of Vermont, but the
certificate was delivered or issued for delivery to a Vermont
resident who is also a resident of this state at the time of his or her
death.

Insurers are also advised that life insurance policy filings made with the Division must
specifically set forth Section 3665b’s requirement that interest be paid from the date of
death at the greater of six percent per year or the rate applicable to proceeds left on
deposit with the insurer. The Department will continue to reject policy filings which
contain a general statement that interest on death benefits will be paid in accordance with
state law, since interest requirements vary from state to state and such a general

statement fails to inform policyholders of their specific rights under Vermont law.

Inquiries about this Bulletin should be directed to Isabelle Keiser, Chief Administrative
Insurance Examiner (Isabelle.Keiser®Vermont.gov).
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