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limits in the policy) or makes monthly payments on your behalf to your credit card issuer if a

covered occurrence happens to you.
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Commented [BW1]: This opening assertion does not take
into account the legal and regulatory restrictions which FRFls
face in distributing insurance products to consumers. Banks
are only permitted to promote Authorized Insurance
Products; they are not permitted to conduct insurance needs
assessments with consumers, nor can they refer consumers
to licensed insurance agents or insurance companies who
would be able to provide other types of insurance products.
The tone of this opening assertion may mislead consumers
into thinking that banks have the ability to offer other types
of insurance products (such as term life insurance or
individual disability insurance) or have the ability to conduct
an insurance needs analysis with consumers but choose not
to do so, when that is not the case.

This opening statement may also deter consumers from even
considering creditor insurance altogether, including those
consumers who may not be eligible for other types of
insurance coverage. There are many factors which a
consumer should consider in deciding upon the insurance
option that best meets their needs. For example, some
consumers with health complications would be declined for
individual insurance coverage but may be accepted under a
creditor’s group insurance policy. Consumers should be
encouraged to review their options and should be given
guidance on how to equip themselves to make an informed
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””””””””””””””””” Commented [BW2]: Many consumers prudently decide to

Credit card balance insurance is not sold by a licensed insurance representative; therefore it

does not include a full analysis of your financial circumstances and insurance protection needs

as financial institutions are not legally permitted to offer consumers advice when offering credit

card balance-ef insurance-erethertypesofcreditandloaninsurance. As with the purchase of

any type of insurance coverage, you should consider whether it is appropriate insurance

coverage for you.

\
!\ | meet with FCAC officials to discuss and clarify the content of

decision.
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have both individual insurance and/or group insurance (such
as through their employment or an Association) and credit
insurance as well as complementary coverage. The individual
insurance is intended to cover lost income, final expenses,
survivor support, children’s education, etc. The credit
insurance, in contrast, is purposefully chosen to provide
coverage for paying down or paying off a debt obligation.
Please see “CAFIlI Outreach Questions & Answers on
Creditor’s Group Insurance and Alternate Distribution” which
is an integral Appendix to this submission. CAFIl would like to

\\\‘\ that Appendix, as it addresses many misperceptions an 1
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You may be offered credit card balance insurance when you apply for a credit card, or are

activating a credit card. Fhisis-also-called-balance-insurance—Balance-insurance-isa-type-of

BCredit card balance insurance is optional insurance that’s a separate product from your credit
card. You don’t need to buy credit card balance insurance to be approved for a credit card.

Credlt _card balance insurance can reduce the burden of making payments to your credlt card

Credit card bBalance insurance commonly includes the following types of coveragemay-help
make-creditcard-paymentsifyou:

e job loss insurancelese-yourjob

e disability insurancebeceme-injured-erdisabled

o beeome-critically illness insurance

e dielife insurance

The amount and the duration of benefits under credit card balance insurance vary depending
upon the particular insurance product designeredit-care-issuer. For example, if you lose your job
or become injured or disabled, credit card balance insurance may pays a set percentage of your
credit card balance per month (for example 5% to 220% of your balance) may-pay-5%-te-10%of
yourereditcard-batanree-up to a maximum amountﬂme&nt—e%ey—men%h—feea—peﬂed—ef—l@—te
24-menths. Or, if you become critically ill or die, credit card balance insurance witkmay pay off
your balance in full or up to a maximum amount.

As with all types of insurance, it is important that you read theyeur certificate of insurance for
the credit card balance insurance you’re being offered, to ensure that you fully understand the
coverage provided; and any I|m|tat|ons and exclu5|ons Ask questlons if vou don t understand
what’s covered. A
e*ela&req%en—mla%ed-te—theeeeverage—n—pmwdes—For example just as W|th individual critical
illness insurance policies, under some certificates of insurance for credit card balance
insurancepeteies, not all types of cancer may be included in the definition of “critical iliness”
for which a benefit will be paidare-considereda—<criticalittress. As-withanytype ofinsurance
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unigue-Compare the credit card balance insurance coverage you are being offered and its cost
with other insurance options which you already have in place or could purchase, to determine if

this coverage is right for you and is within your budget. For example, a term life insurance
policy, disability insurance policy, or the insurance provided by your employee benefits plan
may already provide you with similar coverage; but there may be a difference in cost. Credit

Read the terms and conditions of the credit card balance insurance certificate. If you do not

understand what is or isn't covered, ask questions. -and-ask-guestionsto-understand-whatis
and-isp‘tcovered:

‘Understand the terms and conditions-ef<redit-andleaninsurance of credit and loan insurance

before buying-agreeing to be signed up and enrolled in credit card balance insurance. \ _ - | Commented [KM(3]: This will link to a new section:

“Understand terms and conditions of credit and loan
insurance” on “Credit or loan insurance.”
Understand your rights and responsibilities before you buy-agree to be enrolled in credit card (https://www.canada.ca/en/financial-consumer-

. agency/services/insurance/credit-loan.html
balance insurance. gency, )

Find out if you have credit card balance insurance

You must agree to sign up for and be enrolled in credit or loan insurance before you can be
charged for it. This is known as giving your express consent.

To find out if you have credit card balance insurance you can:

e check your credit card statement for a balance insurance premium listed under optional

products
e check your credit agreement for any optional products

o andtheircost



e check for a certificate of insurance that was issued to you after you agreed to be signed
up and enrolled in credit card balance insuranceeame with-yourcreditagreement

e contact the financial institution that provides your credit card to ask if you have credit
card balance insurance

Find out more about how to check for credit orand loan insurance

Signing up forBuying credit card balance insurance
You can applysiga-up for credit card balance protection insurance in person, over the phone or
online through:

e banks
e credit unions
e caisses populaires

e stores and other companies that offer credit cards

You can sign up for credit card balance insurance when you are activating a new credit card. Or;
you can add it at any time after you’ve received your card.

If you want to have credit card balance insurance on more than one credit card_account, you

would must need to apply separately buy-a-separate-insurancepoliey-for each card account.

When you get credit card balance insurance, federally regulated financial institutions, suchas

federally chartered banks, must give you certain |nformat|on both-bolereeuaaroete-srrehase
getheboth before and after you

have been enrolled in the coverage.-pel-iey—takes—eﬁeet.

Distributors of credit card balance insurance, such as banks, also can’t mislead you about the
insurance when you give consent. This means that credit card balance insurance must be
explained to you in a way that is accurate, clear and simple.

Commented [KM4]: This will link to a new section: “Find

out if you have credit and loan insurance” on “Credit or loan

insurance” (https://www.canada.ca/en/financial-consumer-
\ agency/services/insurance/credit-loan.html)
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\Learn more about eligibility and applying for credit card balance insurance, a type of credit and
loan insurance.\ -

Understand your rights and responsibilities when you sign up forbuy credit card balance
insurance.

Cost of credit card balance insurance
For some consumers, c€redit card balance insurance may be more expensive than other
insurance options. However, fFor other insurance options such as term life insurance, the cost

willpricing-may depend Butthatwilldepend upon your age, gender, and lifestyle habits such as
whether you are a smoker or not.

For credit card balance insurance, you usualty-pay a-menthiy fee called a premium, usually
monthly. Yeuusualy-pay-a-menthlyfeefo editcard balanceinsuranceTFhisisalsocalleda
premivm-Premiums vary from one financial institution to another. The amount of the premium
depends upon your credit card balance. The higher your balance, the higher your premium.
Your premium will change each month depending on the amount you owe. Your premium will
be charged to your credit card and will appear on your monthly credit card statement.

Premiums are-either calculated either based upon your final monthly balance or as an average
of your daily balances. Fhi i i i 5

Example:

(See alternate CAFll-proposed Example, Step 1 below, which we believe is easier to
understand and more consumer-friendly, following the FCAC-proposed Example for job loss
credit card balance insurance. Steps 2 and 3 of CAFII’'s more consumer-friendly example will
need to be calculated.)

Say you have signed up for credit card balance insurance and your monthly premium is $0.95
per $100 you owe. This example shows how your premium would be calculated for the month
of December, which has 31 days, using the average daily balance method.

Step 1: Find out the total of interim averageemewntef daily balances

Commented [KM(5]: This will link to “Eligibility” section
on the page “Credit or loan insurance”
(https://www.canada.ca/en/financial-consumer-
agency/services/insurance/credit-loan.html) This will be a
new section on Credit and loan insurance.

Commented [BW6]: This comment, as drafted, could
mislead a consumer into thinking that he/she would pay a
premium but would not be eligible for a benefit because the
statement balance was paid in full at the end of the month.
In actual fact, the consumer would be charged a premium
but would also be eligible for a benefit even if the credit card
balance had been paid in full. For example, if the consumer
had a $2,000 monthly statement balance for January that
was paid in full by the due date of February 10, and then the
consumer became totally disabled on February 15, he/she
would be eligible for the monthly disability benefit of
generally 10% of the $2,000 January monthly statement
balance, even though the statement balance was paid in full.




Number of days

Balance amount for
that number of days

Interim AverageSum
of Ddaily Bbalances

5 $1000 $5,000

5 $2000 $10,000

21 $4000 $84,000
Total of Interim Average Ddaily Bbalances $99,000

Step 2: Find out the average daily balance

Take the Ttotal of Interim Average Deaily Bbalances and divide it by the number of days in the

month to get the average daily balance:

$99,000/ 31 days in December = $3193.54 is the average daily balance.

Step 3: Find the cost of credit card balance insurance for the month of December:

Next, you multiply the average daily balance by the premium rate: $3193.54 x 0.0095 = $30.33
(this calculation does not include the PST on the insurance premium which is payable in some

provinces).

In this example, you’d pay $30.33 for your monthly premium. If your average daily balance
amount stays the same for the year, you’d pay more than $360 in insurance premiums for the

year.




Example of benefits you may get from credit card balance insurance

Here are examples of benefits that may be included in a credit card balance insurance policy.
The examples assume you are eligible to make aferthe claim. Keep in mind there’s usually a
maximum amount of benefit that you’ll be able to claim.

Example 1: Credit card balance insurance benefits if you lose your job
Suppose you have a credit card balance of $1,000. You pay 19% annual interest on your

balance, which means you'll be charged about $15.83165-82 per month in interest.

If you lose your job:

° [youﬂinﬁsgrﬁagcﬁeﬁcpmﬁpg ny pays 105% of your outstanding credit card balance,or __ - | Commented [BW7]: Ten percent or 20% are the industry
101.5850 a month, for up to 1032-months (until your entire insurance balance is paid standardsylFI0sathelmaximiminimberofimonthsithe
§ ! ( - D benefit would be paid is 10 months.
in full)

e your balance at the end of the first month after the claim would be $914.2565-83

e your balance at the end of 22-10months, if you make no additional purchases, would be
$414.33658.91

CAFII's Proposed Alternate Example

Say you have signed up for credit card balance insurance and your monthly premium is $0.95
per $100 you owe. This example shows how your premium would be calculated for the month
of November, which has 30 days, using the average daily balance method.

Daily balance from day 1 to day 15 is $1,000
Daily balance from day 16 to day 20 is $1250
Daily balance from day 21 to day 30 is $1500

Therefore, the Total of interim average daily balances for this month is calculated as
follows:

$1.000 x 15 = $15,000

$1250 x 5 = $6,250

$1500 x 10 - $15,000

TOTAL $36,250

-Averaqe Daily Balance = $36,250 + 30 days = $1208.33

Monthlv Premium = $1208.33 + $100 = 12.08 x $.95 = $11.48 + $0.92 PST (8% in Ontario)
=$12.40




Example 2: Credit card balance insurance benefits if you become critically ill
Suppose you have a credit card balance of $1,000. You pay 19% annual interest on your
balance, which means you’ll be charged about $165-83 per month in interest.

If you become critically ill:

e yourinsurance company pays an amount equivalent to the outstanding balance, on the
date of loss, orf $1,000yeurentire-outstandingcreditcard-balanceof $1,000
»—your credit card balance, if you make no additional purchases, would be zero
Find out more about making a credit card balance insurance claim.




Cancelling credit card balance insurance

You can cancel credit card balance insurance at any time. Check your certificate of insurance
poliey for the steps to take.

Financial institutions offer a “free look period” or “review period” for credit card balance =~ - - | Commented [BWS8]: The offering of a review period
insurance, which is usually a 30 day period after your coverage starts. This period provides you should apply to all financial institutions as doing so is

N N N T _ X required under provincial insurance legislation in most
with the opportunity to consider the purchase in light of your financial needs and provinces; and under CLHIA Guideline G7: Creditor’s Group

circumstances. Insurance.

During the review period, you can cancel the credit card balance insurance and get a full refund
of any premiums you’ve paid to that point. After 30 days, your financial institution will continue
to charge you an insurance premium and the premiums will not be refunded if you decide to

cancel at a later date.

It's best to understand credit card balance insurance and whether it’s right for you before
agreeing to be enrolled in purehase-it, even for a review triatperiod.

Find out more about cancelling your insurance.

Making a complaint about credit card balance insurance

Distributors of credit card balance insurancefederaty-regulated-finaneiaHnstitutions, such as
banks, can’t enrol you in or charge you for credit card balance insurance if you haven’t agreed

to sign up for itden‘tagree-te-it.

If you notice a credit card balance insurance charge on your credit card statement, but you
didn’t agree to sign up for it, contact the insurance company at the phone number provided in

your certificate of insurance.firanciaHnstitution-thatissuedyrourcreditcard-




Find out the steps to take to make a complaint.

Make a complaint about your insurance provider.

Related links

° [Determining your insurance needs| 77777777777777777777777777777777777 _ - '| Commented [BW9]: Will the content at this link be shared
with industry Associations for review and feedback?

e Credit orand loan insurance

e |Disability insurancee __ -~ | Commented [BW10]: Will the content at this link be

Az shared with industry Associations for review and feedback?
e Life insurance

Commented [BW11]: Will the content at this link be
shared with industry Associations for review and feedback?




Page 1: [1] Commented [BW2] Brendan Wycks 28/02/2019 1:14:00 PM

Many consumers prudently decide to have both individual insurance and/or group insurance (such as through their
employment or an Association) and credit insurance as well as complementary coverage. The individual insurance
is intended to cover lost income, final expenses, survivor support, children’s education, etc. The credit insurance,

in contrast, is purposefully chosen to provide coverage for paying down or paying off a debt obligation. Please see
“CAFIl Outreach Questions & Answers on Creditor’s Group Insurance and Alternate Distribution” which is an
integral Appendix to this submission. CAFIl would like to meet with FCAC officials to discuss and clarify the content
of that Appendix, as it addresses many misperceptions and misunderstandings which were evident in the first draft
of this FCAC consumer education document.
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