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SB 322: "An Act authorizing loss of income insurance under the
Alaska Small Loans Act."

The department has reviewed SB 322 and makes the following comments:

Consumer lenders licensed under the Alaska Small Loan Act have statutory 
limitations on the products they can charge for in conjunction with their lending 
activity. Alaska Statute 06.20.260(a)(2) sets out what premiums for insurance 
can be included in the loan charges. Consumer finance companies are now 
asking for the authority to offer, for a fee, an insurance policy for involuntary 
unemployment. This policy would protect borrowers from loan default if they 
should lose their job and be unable to continue to make loan payments.

There are prohibitions that would require the insurance as a condition for the 
loan which provides protection from abuse. Examinations by the department 
assures compliance. The department has contacted other states wnere this 
insurance is offered and can find no ir ridence of abuse. Many borrowers who 
use consumer finance companies for a source of funds are subject to job turnover 
through no fault of their own, thus, could be protected by this type of insurance.
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LOSS OF INCOME INSURANCE 
FACT SHEET 

SB 322

Lo s s  o f  I n c o m e  I n s u r a n c e  (LII) is a c o v e r a g e  t h a t  p r o v i d e s  
p r o t e c t i o n  f o r  the b o r r o w e r  a g a i n s t  l o s s  of e m p l o y m e n t  d u r i n g  the 
t e r m  of t h e  l o a n  due. C o v e r a g e  a r i s e s  if u n e m p l o y m e n t  is d u e  to 
l a y-off, t e r m i n a t i o n ,  l o c k o u t ,  l a b o r  d ispute, o r  s t r i k e .  If t h e  
b o r r o w e r  b e c o m e s  u n e m p l o y e d  a s  a r e s u l t  of o n e  o f  t h e  f o r e g o i n g ,  
L H  steps: in t o  m a k e  p a y m e n t s  on t h e  c u s t o m e r ' s  loan. It  o f f e r s  
p r o t e c t i o n  s i m i l a r  t o  c r e d i t  d i s a b i l i t y  i n s u r a n c e .  C o v e r a g e  is n o t  
p r o v i d e d  f o r  v o l u n t a r y  u n e m p l o y m e n t ,  r e t i r e m e n t ,  a c c i d e n t  o r  
s i c k ness, d i s c h a r g e  for m i s c o n d u c t  a n d  some o t h e r  e x c l u s i o n s .

L I I  r e d u c e s  t h e  r i s k  to  b o t h  t h e  l e n d e r  a n d  t h e  b o r r o w e r .  It 
r e d u c e s  t h e  r i s k  to  t h e  l e n d e r  of c r e d i t  l o s s e s  w h e r e  t h e  c u s t o m e r  
is u n e m p l o y e d  i n v o l u n t a r i l y .  It a l s o  p e r m i t s  t h e  c u s t o m e r  to 
c o n t i n u e  m a k i n g  h i s  o r  h e r  l e a n  p a y m e n t s  w h i l e  i n v o l u n t a r i l y  
u n e m p l o y e d ,  k e e p i n g  the c u s t o m e r  o u t  o f  d e f a u l t  a n d  w i t h  c r e d i t  
intact. L I I  is an a d d i t i o n a l  p r o t e c t i o n  for t h e  c u s t o m e r  as w e l l  
as  t h e  lender.

M o s t  p o l i c i e s  c o n t a i n  e l i g i b i l i t y  r e q u i r e m e n t s  s u c h  as:'

1 ) t h e  b o r r o w e r  m u s t  b e  e m p l o y e d  b y  s a l a r y  or
w a g e s  for at l e a s t  30 h o u r s  p e r  week,

2 ) t h e  b o r r o w e r  c a n n o t  b e  s e l f  e m p l o y e d ,  o r

3) t h e  b o r r o w e r  m u s t  h a v e  b e e n  e m p l o y e d  for 12
c o n s e c u t i v e  m o n t h s  p r i o r  to t h e  e f f e c t i v e  d a t e  
o f  t h e  c o v e r a g e .

M a n y  p o l i c i e s  a l s o  c o n t a i n  a s c h e d u l e  o f  b e n e f i t s  w h i c h  p r o v i d e  a 
m a x i m u m  n u m b e r  of  m o n t h l y  b e n e f i t s  r a n g i n g  f r o m  f o u r  o n  a 1 2 m o n t h  
l o a n  t o  t w e l v e  on  a 60 m o n t h  loan.

L I I  is u s u a l l y  l i m i t e d  t o  l o a n s  w h i c h  h a v e  a n  e q u a l  m o n t h l y  
p a y m e n t  of $5 0 0  o r  less. In t h e s e  i n s t a n c e s ,  t h e r e  is n o  l i m i t  to 
t h e  l o a n  term. O t h e r  L I I  loans, w i t h  e q ual m o n t h l y  p a y m e n t s  of 
$ 7 5 0  o r  less, h a v e  t e r m s  of s i x t y  (60) m o n t h s  o r  less.

M o s t  o f  t h e  l o a n s  for w h i c h  L I I  p r o t e c t s  t h e  b o r r o w e r  are 
s m a l l  loans. T y p i c a l l y ,  t h e s e  s m a l l  l o a n s  a r e  s e c u r e d  b y  
c o l l a t e r a l  s u c h  as a u t o m o b i l e s  o r  o t h e r  k i n d s  o f  p e r s o n a l  p r o p e r t y .  
L I I  s t e p s  in to  s a v e  t h e  b o r r o w e r ' s  c a r  or  o t h e r  p r o p e r t y  w h e n  
o t h e r w i s e  it m i g h t  b e  l o s t  b e c a u s e  of t h e  b o r r o w e r ' s  i n a b i l i t y  to 
c o n t i n u e  p a y i n g  t h e  loan, a l l o w i n g  t h e  b o r r o w e r  t i m e  to o b t a i n  n e w  
e m p l o y m e n t  o r  o t h e r w i s e  g e t  b a c k  o n  h i s  or h e r  f e e t  f i n a n c i a l l y .
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T h e r e  a r e  a n u m b e r  of l o a n  t r a n s a c t i o n s  f o r  w h i c h  th i s  
o p t i o n a l  i n s u r a n c e  c o v e r a g e  w o u l d  b e  b e n e f i c i a l  to A l a s k a n  
b o r r o w e r s  a n d  l e n d e r s .  F o r  e x a m p l e ,  N o r w e s t  F i n a n c i a ,  A l a s k a ,  Inc. 
h a s  t h r e e  o f f i c e s  in A n c h o r a g e  a n d  o n e  in F a i r b a n k s .  As of 
D e c e m b e r  31, 1989, it h a d  3 , 9 7 7  o u t s t a n d i n g  l o a n s  a n d  s a l e s
a c c o u n t s ,  w i t h  b a l a n c e s  c f  a p p r o x i m a t e l y  $ 1 0 , 2 8 7 , 8 8 3 .  W h i l e  not 
all b o r r o w e r s  w o u l d  o p t  for LII, u n q u e s t i o n a b l y  t h e r e  a r e  a n u m b e r  
w h o  wo u l d ,  a n d  t h e y  w o u l d  b e n e f i t  f r o m  t h i s  i n s u r a n c e  c o v e r a g e .

L I I  is a c o v e r a g e  w h i c h  c a n n o t  b e  r e q u i r e d  o f  a n y  b o r r o w e r ,  
a n d  it c a n n o t  b e  m a d e  a c o n d i t i o n  o f  t h e  loan. It  is s t r i c t l y  an 
o p t i o n a l  i n s u r a n c e  c o v e r a g e ,  b u t  o n e  f o r  w h i c h  t h e r e  is a g r o w i n g  
d e m a n d .  F i v e  y e a r s  a g o  L I I  w a s  v i r t u a l l y  an u n k n o w n  p r o d u c t  in the 
c o n s u m e r  f i n a n c e  i n d u s t r y ,  b u t  t o d a y  N o r w e s t  F i n a n c i a l  h a s  t h e  
p r o g r a m  a v a i l a b l e  in t w e n t y - o n e  s t a t e s .  M a n y  w e s t e r n  s t a t e s ,  
i n c l u d i n g  C a l i f o r n i a ,  C o l o r a d o ,  Idaho, N e v ada, N e w  M e x i c o ,  O r e g o n ,  
U t a h  a n d  W a s h i n g t o n ,  a l r e a d y  p e r m i t  c o m ^ n i e s  t o  o f f e r  L I I  t o  t h  ir 
c u s t o m e r s .

P r e m i u m s  for LII, b a s e d  on r a t e s  u s e d  in o t h e r  s t a t e s  w h e r e  
the p r o g r a m  is a v a i l a b l e ,  are a b o u t  3.5% of t h e  c o v e r a g e  a m o u n t .  
T h e  f o l l o w i n g  e x a m p l e s  d e m o n s t r a t e  t y p i c a l  s i t u a t i o n s  a n d  c h a r g e s :

J a c k  G r e e n  h a s  b e e n  a f u l l - t i m e  l a b o r e r  for a n  A l a s k a n  
p i p e l i n e  c o m p a n y  for* t h r e e  y e a r s .  L a s t  year, h e  t o o k  o u t  
a $ 2 , 5 0 0  l o a n  f r o m  h i s  l o cal f i n a n c e  c o m p a n y .  T h e  l o a n  
t e r m  is for 24 m o n t h s  w i t h  m o n t h l y  p a y m e n t s  o f  $ 1 2 4 . 8 1 .
S i n c e  Mr. G r e e n ' s  e m p l o y m e n t  s i t u a t i o n  is s o m e w h a t  
t e n u o u s ,  he a l s o  p u r c h a s e d  LI I .  H i s  t o t a l  p r e m i u m  is 
3. 5 %  x $ 2 , 5 0 0  o r  $87.50. Mr. G r e e n  r e c e n t l y  b e c a m e  
i n v o l u n t a r i l y  u n e m p l o y e d  d u e  t o  a l a b o r  d i s p u t e  a n d  L I I  
c o v e r a g e  s t e p p e d  in to  m a k e  h i s  l o a n  p a y m e n t s .

A  l o c a l  f i s h  p r o c e s s i n g  c o m p a n y  in A n c h o r a g e  e m p l o y s  M a r y  
H a r r i s o n .  S h e  h a s  w o r k e d  3 0 - 3 5  h o u r s  p e r  w e e k  t h e r e  f o r  
o v e r  a year. M a r y  h a s  a $ 1 , 5 0 0  l o a n  w i t h  A B C  F i n a n c e  Co. 
c.. A n c h o r a g e .  T h e  t e r m  of t h e  l o a n  is 24 m o n t h s  w i t h  a 
m o n t h l y  p r e m i u m  o f  $74.15. D u e  to  t h e  s e a s o n a l  n a t u r e  
o f  t h e  f i s h e r i e s ,  Ms. H a r r i s o n ' s  t o t a l  H I  p a y m e n t  e r  x s 
3 . 5 %  x $1,500, or  $ 5 2 .50. W h e n  t h e  c o m p a n y  la-' c-' Ane 
o f  i t s  e m p l o y e e s ,  M a r y  w a s  o n e  o f  them. S h e  •• .lot
h a v e  b e e n  a b l e  to  c o n t i n u e  h e r  l o a n  p a y m e n t s ,  h a i  xt n o t  
b e e n  for t h e  L I I  c o v e r a g e .

factsh.
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P a y m e n t  P r o t e c t i o n :

A n  i m p o r t a n t  p a r t  o f  y o u r  

c o m p l e t e  i n s u r a n c e  p i c t u r e .

W e s in c e r e ly  h o p e  y o u  n e ve r have to  u se  
the b e n e f i t s  o f  th e  P a ym e n t P ro te ction .
But, if s o m e th in g  sh o u ld  g o  w rong , it's n ice  
to  k n o w  th a t y o u  o r y o u r  fam ily  w o n 't h a ve  
to  deal w ith  th e  extra b u rd e n  o f  a c re d it 
card d eb t.

I f  yo u  lo se  y o u r  job  b e ca u se  o f  a la yo ff, 
strike  o r  in v o lu n ta ry , te rm in a tion , P a ym e n t 
P ro te ction  ca n  g ive  y o u  a h e lp in g  h a n d  
u n til y o u  g e t back  to  w o rk . A t  tim es like 
th e se , u p  to  a m a x im u m  o f  $250 a m o n th ,  
for u p  to  24 m o n th s ,  ca n  h e lp  yo u  w e a th e r  
th e  sto rm .

I f  yo u  b e co m e  d isa b le d ,  P a ym en t P ro te c tio n  
can co m e  to  th e  re scu e  b y  p a y in g  y o u r  
m in im u m  m o n th ly  cre d it ca rd  p a y m e n ts  u p  
to  a m a x im u m  o f  $250 a m o n th , u p  to  24 
m o n th s .

In  the  e v e n t o f  y o u r  d e a th  o r d ism e m b e r­
m e n t, P a ym e n t P ro te c tio n  p a y s  o ff y o u r  
en tire  d eb t, u p  to  $5,000 re liev in g  y o u r  
fam ily  o f  a financia l o b lig a tio n  and 
p ro te c tin g  y o u r  esta te .

Peace o f  m in d  fo r  p e n n ie s  a day. If y o u r  
p a ych eck  s to p s ,  th e  m o n th ly  p a y m e n t 
you 're  m a k in g  n o w  co u ld  b e co m e  an 
im p o ss ib le  h a rd sh ip . B u t, w h y  w o rry  w h e n  
it c o s ts  so  little  to  k n o w  that y o u r  deb* w ill 
be  paid . Ju s t  p e n n ie s  a day  w ill g iv e  y o u  
p e a ce  o f  m in d  n o w , and  a lo t m o re  than  
th a t if  yo u  e ve r  n e e d  it in  the  fu tu re .

Y o u r  P ro te ctio n  C o s t s  O n l y  P e n n ie s  A  D a y
-  A n d  It's E a s y  T o  A p p ly .  T h e  m o n th ly  co s t 
o f  y o u r  p ro te c tio n  is .0070 o f  y o u r  m o n th ly  
card  balance. T h e  charge w ill be  re fle c ted  o n  
y o u r  m o n th ly  c re d it card s ta te m e n t. Fo r  
exam p le , if  y o u r  m o n th ly  balance is  $140, 
y o u r  p rem iu m  w o u ld  be 98<f.

E n r o l l  now . P a ym e n t P ro tection  co verage  is 
n o t  a u tom a tic . Y o u  m u s t  a p p ly  fo r  it. W e  
e n co u ra g e  y o u  to  d o  so  righ t now , u s in g  the  
h a n d y  a p p lica tio n  form  a ttached .

N o  p h y s ica l exam  is  requ ired  an d  y o u  d o  
n o t have  to  a n sw e r  a n y  hea lth  q u e s tio n s . 
E n ro llm e n t is  vo lu n ta ry , a n d  yo u  h a ve  th e  
r ig h t to  cance l a t a n y  tim e.

Fo r  a m ore  co m p le te  d e scr ip tio n  o f  b e n e fits  
p le a se  refer to  th e  D e sc r ip tio n  o f  B e n e fits  
se c tio n .

YES! I WANT INVOLUNTARY 
UNEMPLOYMENT, CREDIT 
DISABILITY AND CREDIT LIFE 
INSURANCE!
I am  eligible for these coverages because I am 
less than 67 years old, am curren tly  em ployed on 
a full-time basis o f at least 30 hou rs per .veek and 
am not self-em ployed. M y  account w ill oe 
charged 70c per $100 of outstanding balance each 
m onth.

VALID UNTIL APRIL 30, 1990
Primary Cardholder (Please Print)

Address

Dale of Birth

City/Slnte/Zip

Account No.

Your Signature/Dale

NOTE: The accountholder and spouse arc covered for death and 
dismemberment. The primary (first-named) account-holder is 
covered for disability and unemployment benefits.
Your Payment Protection coverage becomes effective on the date 
slated on your Certificate.
• In CA the monthly cost of the coverage is .0064 of your monthly 

card balance.
• Program not available in AZ, CT, DC, 111, ME, MD, Ml. NE, NV, 

Nil, NJ, NY, NC, ND, PA, SD, TX, UT, VT, WA, WI, WY
• Dismemberment benefits not available in CA, ID, KS, MN, Rl, V A
• For DE residents, coverage terminates at age 66
• For CA residents, coverage terminates at age 65
• Self-employed persons arc not eligible for Payment Protection
• Strike coverage not available lo IL residents

’ T h is  b r o c h u r e  d a i s  n o t  c o n ta in  a l l  o f  th e  p r o v i s i o n s  o f  t h e  
c e r t i f i c a t e s .  You a r t  e n c o u ra g e d  t o  r e a d  th e  c e r t i f i c a t e s  t h e m s e lv e s  
f a r  s p e c i f i c  d e t a i l s  o f  c o v e ra g e .
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1. I N V O L U N T A R Y  U N E M P L O Y M E N T  —

U n d e r w r i t t e n  b y  T h e  F o r u m  I n s u r a n c e  C o m p a n y  of 

S c h a u m b u r g ,  IL, Policy F o r m  360-170 Series.

If y o u  b e c o m e  u n e m p l o y e d  for m o r e  t h a n  3 0  d a y s  d u e  

to a layoff, strike, o r  labor d i s p u t e  w h i c h  p r e v e n t s  y o u  

f r o m  w o r k i n g .  P a y m e n t  Protection will m a k e  y o u r  

m i n i m u m  m o n t h l y  credit card p a y m e n t s  u p  to a 

m a x i m u m  of $ 2 5 0  p e r  m o n t h ,  for 2 4  consec u t i v e  

m o n t h s .  P a y m e n t s  are m a d e  retroactive to the first d a y  

o f  u n e m p l o y m e n t .  H o w e v e r ,  y o u  will h a v e  to p a y  for 

a n y  n e w  c h a r g e s  incurred d u r i n g  y o u r  u n e m p l o y m e n t .  

A t  the t i m e  y o u r  claim begins, y o u  m u s t  b e  w o r k i n g  

full t i m e  (30 h o u r s  a  w e e k  o r  m o r e ) .  V o l u n t a r y  

u n e m p l o y m e n t  s u c h  a s  quitting is n o t  covered.

2. L I F E ,  D I S M E M B E R M E N T  A N D  D I S A B I L I T Y  

C O V E R A G E  —  U n d e r w r i t t e n  b y  U S L I F E  Credit Life 

I n s u r a n c e  C o m p a n y  of S c h a u m b u r g ,  IL, Policy F o r m  

G P C 1 4 4 0 0  Series.

P a y m e n t  Protection will p a y  u p  to $5,0 0 0  of y o u r  credit 

card b a l a n c e  if either y o u  or y o u r  s p o u s e  dies f r o m  a n y  

c a u s e  before a g e  6 7  o r  if either of y o u  suffers a c o v e r e d  

d i s m e m b e r m e n t  (loss of sight in b o t h  e y e s  o r  loss of 

either a h a n d  o r  a foot) f r o m  a n y  cause. D e a t h  a n d  

d i s m e m b e r m e n t  benefits are p a i d  in a l u m p  s u m  to 

y o u r  a c c o u n t  a n d  are b a s e d  o n  y o u r  b a l a n c e  as of the 

d a t e  of d e a t h  o r  d i s m e m b e r m e n t .

P a y m e n t  Protection will m a k e  y o u r  m i n i m u m  m o n t h l y  

credit card p a y m e n t s  u p  to a m a x i m u m  o f $ 2 5 0  p e r  

m o n t h ,  for 2 4  consec u t i v e  m o n t h s  s h o u l d  y o u  b e c o m e  

disabled a n d  u n a b l e  to w o r k .  C o v e r a g e  starts f r o m  the 

first d a y  of disability a n d  y o u  c a n  file y o u r  claim after 

I 3 0  d a y s  of c o n t i n u e d  disability.

T E R M I N A T I O N  O F  P O L I C Y :

P a y m e n t  Protection t e rminates w h e n  the m a s t e r  policy 

issued to y o u r  b a n k  terminates ( y o u  will b e  g i v e n  

31 d a y s  notice of a n y  s u c h  termination), y o u r  a c c o u n t  

ceases to b e  in g o o d  s t a n d i n g  for m o r e  t h a n  9 0  days, 

y o u  reach a g e  6 7  ( c o v e r a g e  t e r minates o n  the first 

s t a t e m e n t  billing d a t e  following y o u r  67th birthday), or 

y o u  request cancellation b y  giving written notico to the 

i n s u r a n c e  c o m p a n y  telling t h e m  w h e n  the cancellation 

is to take effect.

D E S C R I P T I O N  O F  B E N E F I T S
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