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Forward

SuperiorCourtFamily LawCommissioer Kraig Zappia

The concept omarital settlement agreement insurance (MS#lginated from the bench of State of
California, San Bernardino County Family Law Commissioner Kraig Zappia. This publication is dedicated
to, and in the memory of Commissioner Zappia (deceabed®79 she put forth the original challenge to

the insuance industry. Her challenge was to provide a fair, equitable and affordable method of protecting
men, women and children, through the insurance process, during qualifying periods of unemployment;
which then and still now, is the leading cause of supmdingliency in America. As an insurance company
executive andormer law student of Commissioner Zappiawas the sole and direct recipient of her
challenge. Forty years later, | fulfilled npyomise to her, as the creatord developer of MSAI. For this
reason, | will be writing in the first person as most of the content is derived from-hafirdtexperience
perspective.

Commissioner Zappia was a visionary and leader in family law reform in California. She was a member of
the California State Bar Assation, the Bar Associations of San Bernardino and Los Angeles counties,
the American Trial Lawyers Association and the Southern California Defense Council. Commissioner
Zappia taught Family Law and Civil Procedure at La Verne University College of Laww&hen
instructor at the Judges' College in Sacramento. She was a contributing author for the Los Angeles County
Bar Association Symposia on Family Law in 1984 and 1985. Commissioner Zappia originated and is
credited with developing new methods for deti@ing child support in California.

Before joining the San Bernardino law firm of Chase, Rétaid, Drukker and Bogust, she was in private
practice. She attended the University of Kentucky and earned a bachelor's degree from Southern lllinois
University.She then attended St. Louis University Law School and La Verne University Law School, where
she earned her Doctorate of Jurisprudence.



Preface

Insuring child and spousal support obligatiomsler a marital settlement agreement agairespotential

involuntary unemployment ofthe responsibleparentis an entirely new subject area in American
jurisprudencel nsur edSupportE, aka Marital Sie anew, eriiant Agr
period financial resourcetisk managemenand enforcementmitigation too| designedto specifically

address the growing national crisis of unpaid support paymEmsconcept originated from the bench of

a family law court room.

For professionabest practicesjnderstanding the principles BISAI, and how to apply and utilize MSAI

to protect your cl i ent $wilbbda patamdumnt impontanieddncefithis | e g al
anticipated that MSAI will have a significant and positivgpacton divorcedparentslegal guardianghe

children the cours, andstateand federal enforcement agencies.

There weremore tharforty-yeass between the birth of tHISAI conceptandthe actual implementation of

the InsuredSupport®MSAI IncomeAssure®insurance programwhich was introducedo the legal
community byZizian & Associatednow Critical Period Insurance Agency Inahd Great American
Insurance Companiyn April of 2017. The concept of insuring marital settlement agreement obligations
against unemployment risks a complexprocessbecause of the uniquenderwriting circumstaces that

arise in thedivorce environmentDissolution of marriage exposures require a different underwriting
process compared totraditional consumer creditinvoluntary unemployment insurancé il Ul o)
underwriting methods Historically, IUl is written only in high volume,bundled or lendersponsored
consumer crediransactios.

InsuredSupport® Marital Settlement Agreemamgurance,developed byRichard Zizian ofZizian &

Associates, was modified and incorporated intoGheat American Insurance CompangomeAssure®
program as the programbés new.GoaatdaA imomaAssum@ s unde
policy wasthe first standalone, private unemployment insurapiagramin the countryavailable in all

States except Alaska and Hawaii

This bookis designed to providé) aninformative oveniew of insuring marital settlement agreements
against the risk of unemploymerti) instructions and recommendations loow to apply MSAl as a
financial risk management tool farew and existing marital settlemeagjreementsand (ii) inform
attorneysthe cours and enforcement agencies how to utilize MSAI as a resource andurancebased
alternativeto the imposition ofinancial and legasanctionsagainst inancially-challenged obligs

Not all obligors or marital settlement agreements will qualify for MSAbverage,therefore a
comprehensive understang of theunderwriting process wibetter define when MSlAs appicable based
upone a ¢ h o brtumgtanged s

1 InsuredSupport@&ww.insuredsupport.com
2 Great American Insurance Company IncomeAssw@®v.incomeassure.com
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CHAPTER 1

The History of Privaté&ector Insurance Solukis
for Public Necessities

Innovation in the field of insurance hakvays been an evolutionary procdsst characterizeby the
phrassinecessity i s t hMostiypedofprevateinsufance mavedaventedandave
evolvedover manycenturiesout of public necessitieseekingboth public and privateolutions. The first
evidence of insuranceras found over 4,000 years agim the 282 laws of theancient Code of King
Hammurabi of Babylon with home builder risk managemé&666 saw13,000 dwellingsburnto the
ground a public tragedy which became the catalgstheinventionof privateresidentiafire insurancen
England In colonial America, it was Benjamin Franklin and his Philadelphia Contoitstiip for Insurance
of Houses fom Loss by Firg formed in South Carolina in 173that servedas the firstprivate fire

insurance comgmy in Americaoffering dwelling ownersnsurance against home fires.

Even back in those early days of insurariékiladelphiaused risk managemeptacticesto assist their
insured homeowneia reducingfire exposures anibsses. hieyalsorefused to insure homdésat did not
conformtot hei r st anddrcdan.f or Mi-aak v matiowgfinsuringisks still

stands today as ttiendamentafoundationfor mostinsurancenrittenin America.

A centurylater, the inventionof the automobile created tipeiblic necessity for autmsuranceThe first

auto liability insurance policy was issued by Travelers Insurance Company in Ohio in 1897 to a Gilbert
Loomis for $1.00. The risingcost of healthcar® thepublic resulted irthe creatiorof privatehealthcare
insuranceln the 1920shospitals started offering their services to plblic on a prepaid basis. This was
thebirth of theprocesshat eventually lead to the development and rise oBthe Cross organizations in
the1930s In 1929, teachers in Dallas Texas were the first to receive employer sponsored health insurance.

In each instancehere was a private sector, insurance solution response to address a majdupdétic

3 Philadelphia Contributorship for Insurance of Houses from Loss by Fire. https://1752.corusibéaiory/
4 http://www.ohiohistorycentiaorg/w/World%27s_First_Automobile_Insurance_Policy
5 https://en.wikipedia.org/wiki/Health_insurance_in_the_United_States
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The creationof consumer credit insance in the United Stateshich decades latenncluded private
unemploymentrisurancewas born out of the necessitytopayf f a mands dhesbdath.at t he
This was predicated upon t he dmaduilivehislifa Thdfirstavedii on t h ¢
life insurance policies were written 1917by the Morris Plan Insurance Society, which was established

by Arthur J. Morri s, f ounder o f[PethdpethefeNsosonpee s Pl an
ordaineddestiny toall of this. My very first job out of college 1972was working as a loan officer for

the Morris PlanCompanyin Covina, Californiawith the option to move to their Morris Plan (Credithrift

of America) headquarters Evansville Indianalegal departmat upon graduation from law schdol

Specialty Insurers Introduce Involuntary Unemployment Insurance

The1970swas a very exciting time for the insurance industty.el fi s priskdnsuarlatnyc e mar ket 0
evolvingin the United Statewia boutique specialtyline insurance companigg/ho werewilling to insure

a host of n e wichémaeket®lsngst any objectovent,ar conditioncould be insureavith

customized insurance policidssignedor specific,narrow markegapplications.

People often cofider insurance a boring subjethe U.S. specialty insurancena r k e t of the 70
anything but. It was a very fertile and creativee for the insurancedustry, with innovations such as pet
insurancetire blow-out insurancemotor clubs, extended warranties, earthquake insuranceiriolee

insurance and many motiéhad the good fortune teeapart ofthis creativeperiodas the National Director

of Marketing for Balboa Insurance Company in Newport Beach, California

In the late70s Balboawas on the forefront, ame of the first, if not the first, creatof private involuntary
unemployment insurance fi | lbsé df job insurancen the nation It was designed tde sold in
conjunction withsporsoredconsumetrcredit transactions. 1UI vgatypically soldwith some type of loan,
installment financing or credit card transaction. Automobile loans, home mortgages and consumer credit
cards saw the highest Ul sales penetratibne trilogy of credit life, credit didality and Ul experienced

high volume andafforded the insurance companidsraad spread of risknaking credit insurance sales a

very lucrative business propositions for lbahe retailers who participated in the credit insurance

commission revenu@nd the ingrance companies.

Lender andidealersponsoredcreditinsurance saldsad a bit of a dark side it in the earlydaysas well

dueto aggressive sales tacticsitil Stateand federategulators stepped in and took contrahwiruthin-
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Lending disclosuréaws controlledrates andenchmarked losiatios, tominimize theprofitability and

negative impacof credit insurance salegpon mnsuspecting consumers.

Job Loss Insuranamnd Debt Forgivene$®esonated with Consumers

Consumers could relate to job loss fi@wrereadilythan they could to death addability. It did not take
long for cardealers andinancial institutions (finance companiesedit unions, savings & loahto pick
up on the concept as e From the ce d i tsamddositi t was fidel i n,qubeeerthey i nsu
insurance company stepped irdanade thdoan paymens when their custoer could not Automobile
dealers used it very aggressively as anaugrofit center withinstallment financeontractslUI at that

time wasrelatively inexpensive for the emotional and financial comfort it afforded the consumer.

Severalspecialty insurance companies redicad Bal b o a 6 s the bekt decadenblurdary. For
unemployment insurance penetrated every sector of the financial services inalosigywiththe more
traditional credit life and credit disability insurance covera(fexcept for banks, which were
prohibited from underwriting or selling ineanceunder the GlasSteagall Act of 1933 following the

Great Depression. Banks were also prohibited fn@awing controlling interest in anonbank company,

such as an insurance company or insurance agency, under the Bank Holding Company Act of 1982)

Everything changeih 1999 when the GramnieachBliley Act, also known as the Financial Services
Modernization Act of 199%epealed sections of these acts and allowed banks to engsajlinga wide
range of financial serviceBy that time, hetraditional consumer credit insurancearket(credit life, credit
disability and involuntary unemployment) wasperiencinga rapid declinethe pralucts had become old

and stalewith profitability significantly reduced by regulation.

The Advent of Debt Cancellatioand the Decline of Credit Insurance

Auto dealers, credit cambmpanies, installmefinance companies, and credit unipwhkich made up the

clear majorityof the credit insurance market for insurance companieasid the majority othe credit

insurance premiums to the underwriting insurance compartiese entitiediscovered a new way to make

money which excludedthe credit insurance companiekenderswere abandoning traditional credit

insurance for a nesonceptproductcalledi De bt Cancel | amisdomnor DeéebwaSusnpt

It was a loan agreement addend@aforbearanceby the financial institutiono forgive the balance of the
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loan if the cusomerdied orwaive orpostpone paymesif the customer was unemployed or disabled.
Compared to the insurance premiuimssecreditors had to pay to the insurance companies uratitional
credit insurance, debt cancellation had no cost tbrihacial institutionbecause it was simplycartractual
forbearancdor which they charged the consunaefee Additionally, no insurance license was required to
sell debt cancellation protectioit was 100% profito the lender; less the actuasses they experienced.
Banking regulatordhiowever savthis as a risk andtepped in and eventually required lender) reserve
for thedebt cancellation/suspensidsk, or (i) purchasereinsurance in the form of a contractual liability

reinsuranceolicy from a rated insurance company.

Insurancecompanies filed lawsuits to prevent these-tmay, uninsured contractual addendums from being

used in lieu of regulatectedit insurance coverage. The insurance indlsstytwo major law suitsn the

courts with the Supreme Court declining to acceptdage on appedaCredit insurance companies were no
longertheprimary insurers of consumers; they became reinsurers of financial instititgiond e bt cancel |
programs Today, 85% of all credit card companies, banks and credit unions sfige form ofdebt

cancellationcoverage to their customers

Child/Spousal Suppofrisisin Search of a Private Solution

From 1995until 2015 there was virtually nansurancemarket meaning insurance companigiling to

take on a new formof involuntary unemployment insuraecrisk at leastnot for the method in which |
intended to use .itl was attempting to implement a nestend-alone, oneatatime purchasg non
institutional, privateconsumercreditlike insuranceto be offered in a divorce marké&nown as Marital
Settlement Agreemeirisurance.l approatied the insurance companiestba premise that thgissolution

of a marriage bycourt decredransformsand converts a matrimonial relationship into a debteditor
relationship.The obligorhas a dty to make support paymentwith fixed scheduled periacl payments

for a time certain The terms of thidransaction are spelled out ine support provisions for arital
Settlement Agreemenwhich is approvedby the court There is no forgiveess for norpayment and
delinquencies are subjected to fines and various sanctionspaftyeset forth in the agreement as the
flobligated party , norecustodialor joint-custodialspouse is the obligor (debtor) and the custaatigint-
custodialspouseor legal guardiatis thefi r e c i p i &hedredifrdf you wild). It was my belief that

the general concept of insuring a marital settlement agreement should be as approachable and insurable as
any other credit transaction, with coverage eatés modified to actuarily address the unique exposures

and risks of the divorcefamily environment
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The concept was sound in my opinjand thepublic necessity for such a solution was obvjtased upon

all the data | foundCommissioneZappia was rightthe percentage of marriages that result in divorce
nationally has followed a highly predictable courseer the past three decades, It resulting
delinquencietiave increasedramatically. This public crisis (the necessityjas in dre need of a solution
back then. Gupled withthe known financial instability of Millennialstoday; divorce in America could
becomea public welfare disaster epicproportion.| have seen statistics which claim that 50% of single
female heasl of househid who do not receive court ordered support payments immediately fall below the
poverty levelEnforcementigenciesnaysoonlackthefinancialresourcesecessario enforcahe massive
numberof delinquenciesn any meaningful wayEven today, dtics of the enforcement systebnelieve we

have already reached that level of ineffectiveness in the enforcement of child/spousal support delinquencies.

It is of critical importance that th&amily lawlegal and professionabivorcesupport servicesommunity,

the courts and enforcement agencies embrace the concept of involuntary unemplogorantefor
marital settlement agreementas perhaps the only proactive risk management resource available to
address one of the major reasons for support delinquencies in the United States and Taaadsjected
financial condition of Millennialgpaints quite a bleak picture over the next 10 yeard relates to their
ability to honor their support paymenblgyations Millennials will be the parties tanost ofthe divorces

filed across the nationl have dedicated an entire chapter to the economics of Millennials and the impact

they will have on the child/spousal support crisis over the next decade.

Pehaps wredadntbad | ook skbtkatavderetwd aettoddyskeepinglindrthad accurate

data fromgovernmensourcedendto run with the frequency ohé U.S. Census, which means thdata

from the Office of Child Support Enforcemenita divorceknowledgef is at least five years old befaite
canbeanalyzel. | am not a proponent of using the statistical data of others to make a point, as data often
reflects thebias of those that publish itoFthe limited purpose of framing up thiea that a major social
financial crisis exists in the nation around the nonpayment of court ordered support gaymémneflect

on the following data without attesting to its accuracy.

82% of custodial parents are mothers

$114 billion in unpaidchild support (20T) (updated)

25 million custodial parents have failed to file for support enforcement

59% of custodial parenbglue delinquent support payments have a court order.
Only 19% of eligible custodial parents receive the full support a20d1).

37.4 million custodial parents are due some amount of unpaid support.

=A =4 =4 4 -8 4

6 Office of Child Support Enforcement 2012 www.divorcedknowledgebase.com
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1 There are 2.6 million outstanding warrants misdemeanor/felony foppagment.
f  One half of Americah a mi éxpegescé poverty after a divorte.
1 75% of womemvho apply fowelfare benefits have a disrupted marridge.

Divorce in American has cas @ pethepd feveer tiian 20% ofpacipient ¢ n e
parentsor legal guardianeeceive full support payments, (ii) tens of billions of dollars in unpaid child and
spousal supporare currentlyoutstanding; and (iii) federal aritate public enforcement agencies are
spending an estimated $5+ billions of dollars a year enforcing nsllad outstanding arrest warrants for
nonpayment of support.

“Julia Heat h, ADet er mi nanDisv oRevieSymkeSodiasEcomdnd® R19P2e 308B3%. Fol | owi ng
8 Organization for Economic Cooperation and Development (OEE&R)ors Affecting the Labor Force Participation of Lone Mothers in the
United Statesprepared by the Panel on Evaluation Facidfscting the Labor Force Participation of Lone Mothers, Paris, 1989.
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CHAPTER 2

Financial& Job Instability Drivesthe Necessityfor
Child/Spousal Suppodnemployment Insurance

As a preface to thi Chapter, volumes of resource matehiale been written and are readily available
regarding(i) the fact that many divorces originate oumemployment anfinancial challenges with the
marriage (ii) the negativeimpacta divorcecan haveon current anduture employment(iii) the financid
instability of thedissolving parties(iv) the lack of commitment to job longevity by younger generations
and (v) the increased willingness of employers to discharge employees due to negative business results
Restating the obvious ®0t the intent opurposehere however, it isvery important tohighlight how the
financial stability/preparedness and commitment to employn@ntGeneration X and Yobligors is
materially different fronolder generations andould hare a major influencen thefuturerise ofsupport
delinquencies acrosse country. The statistics provideé herein do providevalidation to the legal
communityfor the necessitpf integratingmarital settlement agreement unemployment insurertoehe
dissolution process teover future financial shortfalls relating to employmeS8tructuring marital
settlement agreements should include elements of employment risk management due to thetestended
of most settlement agreemeni® to 18year agreements are not uncommniduaring theterm of an average
divorce agreementmultiple economic cyclesould occuy and the obligated party could change jobs as

many as five to ten times, both voluntarily and involuntarily.

No Back Up or Emergency Funds

As f-boorbepd we gr ew up iwhereauparents vriedrtaimstii g the concept of
being financially f yottemahodivadh(six momths prdessgriticalfperiods !, i f e 6 s
normally caused byaccidentjliness or unemployment Many of wus accepted our p
savi ngs iadvice damdweb amakna ge d t o spoettermfinancial chgllengds onfoard s

own, with rainy day savings accountsor thosewho did n fake their advice, we hathe sense fo
regonsibility towork two or three jobs to get out of thimancial rut Generations X and Ygccording to

many stulies, while marryindater in life , have a tenancy to dlive for to

their meansand without back up savings
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Accordingto CNBCMoney A6 9% of Americans have | esd adhan
34% haveno savingst all Millennials are no exception. Onéthe biggest mistakes financial advisers see
young people make is spending more money thanegae and living above their meaBgtween 18 and

24 years old 72% have less than $1,000 in their savings accounts and 31% h&way$8%have over
$10,000 savedOlder Millennials, definedas those betwee2b and34, the average divorce agategory,

are notdoing much bette7% have less than $1,000 in their savings accounts, 33% have nothing at all,
and 15% have over $10,0D0

Millennials, as our most populougeneration, areat the center of Amei cdiéree crisis. The average

age of firsttime divorce in the nation B0 yearsof age®. Millennials will be the largesthild and spousal
supportpayer groumver the next 2g@ears Conventional wisdom dictates that unless some type of remedial
action orfinancial intervention is taken, the forecast for sp@ayment of support decrees, on both current

and next generation support orders, will be predictably disastrous for the entire judicial and welfare system

in this country.

The chartbelow isindicative ofthe Millennial financial state of mind and conditiotueto, among other
things, theirinability or lack of desiréo save. Tiere are differing viepoints on the financial condition of
Millennials. Millennials are impacting divorcstatistics because thephabitatenore andwait longer to
get maried than prior generation$herefore, as a grouMillennials have lowered the divorce rate. Or
have they? Millennials may just leetending out the curve we halvecome accustomed fbhe following
chart s revealing as to thfinancial state of mind dfflillennials, regardles®f how one interprets the data

ontheir spending habits and tendenties

9 https://www.cnbc.com/2017/06/30/herlesw-millennials spendtheir-moneycompareeto-their-parents.htm
10 https://www.bls.gov
112014 gobankingrates.com study
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Figure 1: Millennial Financial Survey Results

A Question toMillennials: How Often Do You Feel Stressed About Your Finances?

53% 22% 19% 2% 4%
Daily Weekly Monthly Yearly Never
4 out of the top 10 fears are based on finances
Source: 2014 gobankingrates.com study
Issue Results Source

What are their
biggestfinancial

Loss of job: 29% (#1 fear)
Lack of Savings: 27%
Credit Card Debt: 13%
Bad Spending: 8%
Student Loans: 8%

Consumer Credit Counseling

fears? Mortgage Default: 4%
Medical Bills: 3%
Other: 4%
Average Time It
Takes to Secure a | 16 Weeks Thinkapolis
New Job
How many live 40% Careerbuilder
paychecko
paycheck?
How many rely 37% Careerbuilder

upon next payday to
make ends meet?

What age groups
tend to live from
paycheck to
paycheck

Under 30 = 55.2%

30t0 39 =62.0%
40t049 =51.7%
50 to59 =51.0%
60+ = 26.4%

Careerbuilder

Millennials and
Saving Money

4 in 10 are overwhelmed
with debt

5in 10 have no savings for
the future

Wells Fargo
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Diminishing Commitmento Job andJob Longevity

Anot her i mpor tissaetwhiéhis e significant unademvatingovarialifelUl, is determining
whatthe oddsre ofthe obligated party losinigs jobs for reasos other than mass layoff. This isdoeuses
more on theandividual, their commitment to their joband the company they work fomore than the
economy Committed employees have a greater opportunity to secure job semditgdvancement
however, it is quite interesting to acknowledge that perhaps as few &3 df584 employed peoplén
Americaarecompletely satisfied with their current jaind are not interested in new opportunitiesople
who frequently changes jobs (newest employddise employdrare many times the first to be discharged

when the employer faces both short and long faramcial issues.

Figure 2: Desire to Change Joldd_oyalty to Employer

LinkedIn Recruiter Survey®® by Age:

Interested in Another Job?

150/ Are completely satisfied with their current job and do not want to change jobs
0

0 Are notlooking butare privately talking to their private network about possible
15 /O opportunities.

Are actively looking for new opportunities
25%

0 Are not currently looking for a new job but are willing to speak with a recruiter &
45 A) new opportunities.

Most whoread this will be surprised at how often people change jobs either voluntarily or involuntarily.
Older generations prided thesiveson the fact that they worked their entire life for one employer. Job
longevity was a badge of honor. Nwoty longer Two new dynamics are now in play; (i) people hop from

one job to another seeking more fulfilling and satisfying jobs, normally with better compensation, and (ii)

12 https://business.linkedin.com/content/dam/business/talesblutions/global/en_US/c/pdfs/enguide.pdf

13 |inkedin.com
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employers are much more readily willing to discharge employees when business turns south.gdtordin
LinkedIn, the average person changes jobs ten to fifteen times, with an average of 12 jobs during his or her
career. Many people hold their jobs for less than 5 years and are in a constant mission to secure bet
income with each job change. Theaeté make it easier to visualize the fluidity of employmentiwithe

terms of the average marital settlement agreement.

Forewarned wth the knowledge ofa challengindinancial forecast, family law practitioners adivorce
financial servicegonsultants should baghly motivatedto take a more strategic, lofigrm look at the
financial condition of their clientswhen advising, structuring andhegotiating marital sdtlement
agreementdA reasonablanalysis should encompagi$;the obligofs currentability to pay(postmarriage
savingsand current inconje(ii) the obligors history and pattern of stable employment tfi@)ecoomic
conditions of thdocaland regionajob marketand economwi t h respect to the obl i

profession (iv) the length of the support obligation period, and (v) the monthly support burden.

Some or all, of thesevariablesarepotentialinvoluntary financiabonditionsthat will occurwithin theterm

of manymarital settlement agreementherewill inevitably be severalcyclical economicdownturnsin

the economyluring theterm of mostagreementsTheseissues musghe factored into theupport payment

risk model It is not a matter of #Aifo t heofthbariglor wi l
settlement greementbuta matterofi when. 6 I nsuring against the inevi

to be the most responsible thing to do.

Necessity Requires Shared Responsibility by the Legal Community

It is my opinion that there is now another level grofessionalresponsibilitywhich the family law
professionatommunity, the courts argbvernment enforcement agencies needmbraceThe concept
of insuring marital settlement agreements against the risk of unemploymidnet @bligated partys no

longer a concept; it existas a positive risk management resource that benefits all stakeholders

If the legal community does not embrace the concept, thereby creating and maintaininglzabeoaf]
premium to cover insurecharital settlement agreements and resulting claihes financial viability and
interest in the program by thesuranceunderwrites could be shorlived. The underwriting insurance
company must have an actuarially sound business model. Insurance @smpast generate sufficient

and sustainable premium volume to cover losses, expenses, reinsurance and a reasonable profit margin.
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Insuring unemployment has certain cyclical risk variables which no one can control and therefore require
a broad base of cerstent premium dollars, and reinsurance, to provide the financial strength to withstand
negative employment cycleand unfavorable economamnd climateconditions whichfrom a causal loss
perspectivehavenothing to do with thensuredobligor.

You may have noticed my inclusion of climate conditions as a risk factor. When you are insuring against
involuntary unemployment, mass unemployment can occur when local businesses are decimated by
massive floodsearthquakes, fireand hurricanes. Millions gbeople are impactedo some degredyy

natural disasters which can leadinwoluntaryjob loss. Lossausing weather events can occur even in

good economic times.

Large premium pools and reinsurance are required fortlermg sustainability. Theepremum resources

are derived from the support of the family law legal prafessionah di vor ce i nf |l yikencer o
educating their clients on the benefits of insuring their marital settlement agreements. As no one can predict
the U.S. economywrthebng ter m fAact o funer@logrent anttrfowing ererecvélls o n
potentially be several adverse cycles of high unemployment over the life span of most settlement
agreements, it will require a broad base of legal community support to generateatoimand renewal

premium dollars to cover the exposureidgradverseonditions.

The major risk insurersoffering unemployment insurance faceasphenomenorknown a s adviérse

s e | e c Adverse &election against the insurance compwsseveraldiffering interpretations and
connotations. FoMSAI/IUI, adverse selectiolmccurs when coverage is sought knowing thera is
likelihood of unemployment of the applicant One cannot purchad#ood insurance as the river is

ovelflowing its banks, the santelds true with marital settlement agreement unemployment insurance.

MSAI/lUls houl d not be viewed as a novel ty; it needs
procesdike life and disability insurancevhich are now standambdandrecognized inclusionis martial
settlement agreementdt will take the collective support of the legal community for this to occur. The
purpose of this text and course is to begin a grass roots, reform movement to begin the process of imbedding
privatesector, involuntary unemployment insurance into the fabric of the divorce process in the United
States and Canada, through the education of the family law legal community on the principles of insuring

private unemployment insurance and its applicabilittheomarital dissolution proces
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CHAPTER 3

Special Underwritig Conditions Required to
CoverMarital Settlement Agreemenigth
InvoluntaryUnemployment Insurance

The advent of MSAI is truly ra insurance pioneering initiative. The divoriresuranceenvironment
representsew, unchartered waters for the implementationpafate unemployment insurance. As
highlighted in Gapter 1, there amore than 4§eass of actuarial loss datfor involuntary unemployment
insuranceas a bundled benefit throudiinancial institutionsjn the consumer credit marketjth highly
predictable loss ratiosHowever, hereis no actuarial data regarding the insuring of marital settlement

agreementfor unemployment exposures

The actuarial mission for MSAbver the next half decade,i | | be to estabdlUlsh the
within the divorce markglaceTher ef or e, it i s important to manage
initially (1) MSAI will not be available on every marital settlement agnent (2) the cost of the insurance

will wvary by t he oblcatggary;, bw-ipcemesvage éasner®nsanyunpt gualifyo n a |
for coverage, an(¥) coverage is not applicable to the saifiployed, and why.

Initial eligibility will begin from a f ¢ e mptsiioncAs actuarial data is developed, risk expansion
can bgin working outwardfrom the initial riskunderwriting frameworkjf actuarily and financially
feasible.Insurance companies are accustomed to expanding and contractingrabect risk profilg,
however,in the consumemarkeplace, there is added sensitivitythe cost of coveragespecially in the
divorce marketplaceyhere there arknown financial challenges for mamligible obligorsat inceptionof

their dissolution procesand thereafterAffordability of the product becomes paramount to its success.
Even if the insurance company is willing to accept a Higk profile in the future, rates will have to be
commensurate with the increased actlaxposureBalancing these issues wiécome an important part

of MSAI® processand succesas it matures within the divorce market.

As legal and financial professionals assisting clients with the dissolution of theimgearit is not
necessary foone to become insurance experts to effectively utilize MSAI as a finarskiahanagement

tool for clients. It is importanthowever to have an appreciation feeveral of the more salient issué;
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t h msur@bilitydo thefobligor based on employment histoi2) how rates are impacted by the type of
employment(3) the regirement of W2 employmentand(4) minimum income threshold requirement

Insurability of the Obligor Based Upon Employment History

With the stated mission and purpose of MSAI being to help remedy child and spousal support delinquencies
in America, unfortunately, from inception, 35%paftentialsupportobligors will not be approachabher
eligible for coverageOne of the modtiffic ult conditiors we must accept and live wids a societyis the

fact that here isa significant number of obligonsnder courordered payment decredsat voluntarily

make theirpersonakituationuninsurable. MSAI camot help bridgeperiods of unemployment for those

that have no desire to eenployed andhave voluntarily removed themselves from the workforce.

Financially lridging thesix-monthficritical period for insureds whanvoluntarily lose their jobs, until they
are once agaigainfully employedor up to the24-weekannualcoveragdimit, whichever is the shorter
period,is theprimaryfocus andpurpose of MSAI. Tie operative conditioheingthefact that the insured
obligor hag(1) qualified for State unemployment bene{3 hasreceivedfunds from the State, (3asa

desireto beemployed, an@4) is actively seeking reemployment.

While statistics vary, on averagié takes approximatel§4 to 23 weeks for most peoptefind new fuH

time employment. There is also a popwarployment recruitetheory that it takes 30 dayf job seeking

for every $10,000 of income oreseeking insalary or wages. Bwever a major problem is thabnly

around 60% of unemployed people want to be gainfully employkd.following chart' from the Pew
Research Cent@rovides some sobering details about the fact that nearly 40% of the unemployed have no

desire to be currentlgmployed ohave not looke for a job in over gear.

It is not uncommon for the uninformed to immediately assume that NkSAbmehow a miraculous

insurance policy thaw i | | cover atdibésndtdeadbeat d

When it comes to the desire to be employtedre are far basic categories; those tlaae (1) currently
employed full time (2) unemployed, (3employed partime, or seasonally looking for full time

employment, (4) want a job but have not looked in the pasteks (5) want to work but have not looked

4 Pew Research Different Views of Unemployment
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for a job in over a year, and (6) have no desire to seek employment and have volstotapilyg looking

for work.

Figure 3: Desire to Work

A Different View of Employment and Unemployment

Among the total U.S. civilian nemstitutional populationages 16 and over, (January 201
not seasonally adjusted)

59.2% Are employed

3.2% Unemployed

1.4% Want a job but have not searched in more thar
year

0.9% Want a job but have not searched in the past 4
weeks

35.2% Dondét want a job righ

Source: Pew Research Cerdenlysis of Bureau of Labor Statistics data
Note: Percentages may not add up to 100% due to rounding

The Impacof FrequencyandSeverityon Insurance Rates

For obligors that qualifwithin the eligibility pool the cost of procuring private unemployment insurance

i s not fAone si ze foriMBA areadedigned to beVdffardabée ag possible, thet rates

do vary based upon the ogation of the obligated partyfhe most basic mathematics iosuance
company actuaries in promulgating rating formulas, for any type of insurance, is based upon the frequency
and severity of projectedaim losses within theoverageisk categoryThisactuarialdata set is predicated
upontwo very importantrating factors; (1) frequency, meaning how likely, or often, is a person to be
unemployed iranindustry, trade or occupation, and (2etfinancial severity of each log® the insurance
company,meaning themaximum amount the insurance company expects to payooueach claim

emanatig from that categorgf insurance.

25



ForMSAI/IUI, severitymeandiowmany months will the insurance company have to pay support payments
until the insured obligor issemployed on a fulime basis, in the same or different tradeoocupation

The second part of the question is frequency, whiclthe multiplierof severityin computing loss
projections.

When underwriting unemployment rigke frequency of loss is significantly impacted by the industry the

insured party works in.Adjusted satistics are now availadfef r om t he A Gr eat Recessi
2000s in the U.S. which resultedhnndreds ofmillions of job lossebecause ofmass | ay&f f eve
with the unemployment rate reaching 10 %. Whil e t

there arenanyindustriesyet to fully recover.

The following chaf’ will highlight the unemployment risk occurrence frequency ofrthe ¢ eGreait i
Recessio@ an event that could reoccur at any time during the-teng nature of a marital settlement
agreementMost importantly, the chart should bring to your attention illndtrate how real the risk of
involuntary unemployment i;n America. Marital sttlementagreements, with respect to child support,
could haveterms as long as Mgarsin length This datawill shed light on 15ears of recesonary
unemployment inthe U.S. which impacted240 million Americans.Many of these unemployed were
obligated parties under court decrees and marital settlement agreemBemtsmessage one should take
away from this analysis is that MSAI is not a novelty insurgmogram buis perhaps the most important
of all three insurance coveradéte, disability and now unemployment insurance) that can be placed within
a marital settlement agreement. A discussion offthisr i | 0 gy 0 , as tomunederefits glees
subject mé#er of the following Chapter.

15 Bureau of Labor Statistics May 31, 2013, refreshed February 08, 2017
16 Mass layoffs ocauvhen at least 50 employees from a single employer apply for State unemployment bevitfits 5week period.

17 Trib.com/jobs/industriedayoff-andHiring-rates/article
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Figure 4 15 Year Unemployment Analysis by Industry, Trade and Occupation

15-Year Unemployment Analysis by Industry/Trade/Occupation

Industry Type Layoff/Disch Time Total Unemployment
v iyp arge Rate % Period Layoffs/Discharges Rank
Non-Durable Goods: | 1-2% 2000 t0 2015 | 10,902,000 10
Durable Goods: 1.2% 2000 to 2015 | 16,885,000 9
Transportation %
Utilities: 1.3% 2000 t0 2015 | 11,055,000 8
. . .
Mining & Logging: | 1.3% 2000 t0 2015 | 1,640,000 7
E::;EStateRema" 1.5% 2000 t0 2015 | 5,122,000 6
Retail Trade 1.5% 2000 t0 2015 | 38,868,000 5
é‘;?ﬂ'gg& Food 1.7% 2000 t0 2015 | 32,350,000 4
Eﬂffei'g ”Sae'rvi ces | 23% 2000 t0 2015 | 68, 852, 000 3
Construction Trades| 3.8% 2000 to 2015 42,056,000 2
i 0,
éret’crEer;tt?étnammem’ 3.9% 2000 t0 2015 | 12,769,000 1

Total Number oLayoff andDischarged Employees

Over 15 years 240,499,000
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Many mistakenly assume that lower paying jobs suffer the most during economic downturns. The chart
clearly demonstratethat that is not the case withi gh er p ay i Rrgfesgionab and Businessh e i
S e r v icategosypwhich experiencelde highest amber of layoff and discharges at 68,852,000 people

who became unemployed from 2000 to 20015; 28.6% of total job losses.

The most common question asked regarding MSAI/IUl is how riuadsts As simple as that may seem,
there are over 2,00ébmbinationf rating factorsfiled in eachState However, very generally speaking,
taking into consideration all the variables exhibited, affordability can be summarized globally as follows,
with an emphasis on affordability for lower paying jobs, wharst of MSAI becomg&more important.
MSAI, in the low to mierange support obligation rang&n costhe equivalent of 1/8 a full tank of gas

per month depending on the number of childrespousal and other support obligatiok&ny categories

in the ¥2 a tank cost argar less are for minimum support levelgObligors with larger obligations will of
course pay more for coverage as tiseipport levelsare higher, but coverage is equally affordable within

their income range.

An illustrative selfrating system can be sestwww.insuredsupport.comBYy entering (i)Stateof domicile
of the obligated party, (ii) occupational/job category, and (iii) the amount of support to be covered on a
weekly/monthly lasis, the weekly/monthly MSAI/IUI rates will sedblculate. The coverage assumes an

automatic 24-weeks per year ohsuranceenefits

The W2 Status Requirement

One of therequired coveragkmiting conditions of MSAI/IUI is the fact that coverage cannot be offered

to seltemployedobligors While many obligors under support agreements fall into this category, Ul
underwriters have for decades tried to envision unemployment coverage for-#magelyed tao avail.

Insurance is designed to be a true bepa&itMSAI is a casualty insurance product, the only perils that

could be covered for the sedmployed are already covered under different types of property and casualty
insurance. Business interrupticnsurance, loss or theft of tools and equipmantl weatheperils that
impactasele mpl oyed personés ability to earn aissoi ncome
minimal, it would beunconscionablé charge MSAI/IUI premium as coverageould only be secondary

to the primary property and casualty insurance coverage. On the othelifeaamt] disability insurance

may be more applicable to the sethployed.
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The other issue that must be factored into insurance underwrifrag@sandmisrepresentatiom the small
employer environment While in every respect, insuring a person or business starts with the rebuttable

presumption that the appl i cant dnsheirapplcationdondoweragewar r a |

and any clans formsare in every respect forthriglitpnest and truthfulnievery sector of commerce there

are those that have a pension for taking advantage sfgtem and@ammitinsurancedraud. Non-health
insurance property and casualtguranceraud is moe than $40 billion dollars annualfy With that said

utilizing MSAI type coverage in amall employer/employeengironment where the proprietor of the
businesswho often employ friends and relativesuld fabricate the truth regarding the employapitit
unemployment of &iend orclose family membeor employee. Thiss a very real fact of life and must be
carefully monitored. The larger the employer/employee base is, the less likely the employer would be
willing to commit fraud on behalf of an emogee. For this reasomnder current underwriting rules,
obligorswho work for small companies witfewer than 20 employees are not currently eligible. While

that may seem limiting to the MSAI missi@g% ofallW2 e mpl oyees are empl oyed

largestbusinesses.

The other benefit of the V¥ employee status requirement is the definitional clarity it brings to the entire
underwriting and claims management process. If th2 gmployee qudies for State unemployment
benefits, MSAI coveragds systematicallytriggered The removal of subjectivelaim eligibility
determinatios providesa great deal of clarity to the insured as to when coverage is applicable and when it

is not.

Minimum Income Requirements

Another major underwriting focal points how much theobligor earnsannually. Interpreted into
underwriting vernacular, it is a matter of managing claims frequency. Most low paying jobs are not
intended to be permanent or stablegiderm employment situations for the employees that fill those jobs.

The turnover rate in minimum and low paying jobs is significant which takes it out of the current/MSAI
underwriting focus and frameworkl t i s i mport ant ttle obligot earnstdbeartot t h e
impact the obligors cost of insurance. The gross annual wage is only asked in the underwriting process to
determine whether the obligor qualifies for coverage by meeting the minimum gross income regsiirement

set forth below.

18 |nsurance Fraud Federal Bureau of Investigation
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Figure 5 lllustrative Minimum Annual Wage Requirement for M&Agibility

-

Alabama: $20,000

Kentucky: $20,000

North Dakota: $20,000

Alaska: Coverage Not Available

Louisiana: $20,000

Ohio: $20,000

Arizona: $20,000

Maine: $20,000

Oklahoma: $20,000

Arkansas: $20,000

Maryland: $20,000

Oregon: $20,000

California: $20,000

Massachusetts: $20,000

Pennsylvania: $20,000

Colorado: $20,000

Michigan: $20,000

Rhode Island: $20,000

Connecticut: $20,000

Minnesota: $20,000

South Carolina: $20,000

Delaware: $20,000

Mississippi: $20,000

South Dakota: $20,000

Florida: $20,000

Missouri: $20,000

Tennessee: $20,000

Georgia: $20,000

Montana: $20,000

Texas: $20,000

Hawaii: Coverage Not Available

Nebraska: $20,000

Utah: $20,000

Idaho: $20,000

Nevada: $20,000

Vermont: $20,000

lllinois: $20,000 New Hampshire: $20,000 Virginia: $20,000
Indiana: $20,000 New Jersey: $20,000 Washington: $20,000
lowa: $20,000 New Mexico: $20,000 West Virginia: $20,000

Kansas: $20,000

New York: $20,000

Wisconsin: $20,000

North Carolina: $20,000

Wyoming: $20,000
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CHAPTER 4

UnemploymenkEligibility

While conventional wisdom would dictate that itétatively obvious why voluntarilyesigning from a job

position would notentitle a person tdUl benefits either public or privateit does deserve a serious
discussion dr those not professionally schooledtlie principles of unemploymeirisurance. The focus

on voluntary vs. involurtry unemployment is aery germane subject because the voluntary/involuntary
determination ishe most defining element of whether thauiesl obligor is covered f@tate andtherefore

private MSAIMUI insurance benefitavhich mirrors the stateligibility process

It is against public policy and the principles of insurance for an insurpbfibor gainf r om oned s
intentional actsAll insuranceexclugdfii nt ent i onal actso of the insure

under an inswance policy. The examples are numerous. A homeowner committing arson upon his home

ow
d

for financi al gai n; intentionally inflicting inj

committing suicide within the first two years of purchasing aifiurance policywillfully destroying a

vehicle for financial gain, are all intentioradts for which coverage would be denied.

If a persomuitsajob, is it a voluntaryintentional act? The answerpsesumablyes, however, there are
often workingconditions that give se to the fact that the persaray have had justifiable grounds
untenableworking conditions within the work environment to justify theeasons for quitting that wadil

be recognized by the State as qualifyinguisemployment benefits. Generally, subject to the policy terms
and condition®f the policy if the insureds eligible for Statdenefits, MSAI benefits would be triggered
as well, if the policy is fullyested and beyond the initialndonth vesting peridy and all other terms and

conditions met

When you equate the dAintentional conductand i nt o
standardizedl ue t o t hd yi 8tgat ene @ alr ie nielpdliciesits determinenclaiMmS Al /
eligibility. To collect State unemployment benefitee employee must be out of work due to no fault of

the employee i n ot her wo Empbyeriorignated Iplanh dosurespaing of the business

to anotheiStateor country Jay-offs due to poor businessndition,demise of the business, termination

of an employee not suitable for the job position, are exangfle@s/oluntary terminationevents where

undermost State lavs the employee would be entitled to State unemployment bengfies State would
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pay benefits on a formula basis, and MSAI benefits wepktfically pay the covered support payments.
States pay very little in benefits making the MSAI/IUI coverage of significant important for conscientious
obligors.It should be noted that an obligeho is delinquent in support payments could have their state
unemployment benefits intercepted by the state to pay support acreages, leaving the obligor with virtually
no funds to speak of.

Most people believe that if they quit or are fired, they areraatically disqualified from receiving
unemployment benefits. This is a State specific issue and thesevamlexceptions.Some States invoke

a fndisqual i fi cexanfired amplpyeeas castitl eceivers@me benefits after the expiration

of the disqualification period. These are normally cases where the conduct of the empligkgave

rise to atermination, wa®f a less serious naturd.he standard varies by State. It should be noted that
going on strikeas part of a union organizedenti s a #fAvol unt ar y 0,aswhethecte o f
participate in the striker not In contrastwherea unionhas aispue with anemployerand the employer

has lockeebut the employeeshatwould be an involuntary event and would trigheth State and MSAI
benefits.Some of the reasons for voluntatgrminationwhich the State may recognize as qualifying for

unemployment benefits are;

1. Lack of Work: Ifthe employer stops providirthe employee workorsey er el 'y cut s t he
hours,theemployee may qualify for Statebefits.

2. Constructive Discharge: If the working environment is so @oat/or untenabl¢hat a reasonable
person would not tolerate the conditions, quitting is treated the same as termination without cause.
Sexual harssment, unsaf@orking conditions, unsafe practices doidllegal activities are just a few
examples where an employee would be justified in quitting and still receive benefits. While more
subjective and requiring moreluediligence, the demotion andypautting of an employee could also

be considered a constructive discharge as well.

3. Medical Reasons: Songtates will allow an employee to quit for medical reasons and still reGiate
benefits. OtheBtates adda caveathat the work environment musisoaggravate the medical condition

before benefits are given.

4. Domestic Violence: An employee who has been a victim of domestic violence may be allowed to quit

their job and receive unemployment bendfitsome States
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5. Caring for a Seriously Il Familiember: If an employee is required to quit their joltake care of a
seriously ill family member, they may be eligible for State benefits.

For the most part, employees who are terminated for (1) failing a drug test, (2)eladgd misconduct,

(3) tuming down a suitable alternatiyab, (4) criminal violations outside of work, (5) not looking for work,

(6) unable to work, (7) taking on an independent contractor role, (8) receiving a fair severance package,
could all prevent an employee from qualifyifoy State benefits.

Testing Eligibility for StateUnemployment Benefits

Using the State unemployment eligibility criteria as the coverage triggering event forIMISpdovides

a very clear and objective solution and eliminates isteical subjectivity of earlier versions il policy
language.There ardimes howeverwhen eventh&tatd s el i gi bi l ity requirement
EachStatewill have its own unemployment eligibility requirements. As claar as being employed or

not employed may seem to a worker, itjiste a complex subject. The following chart will illustrate the

battery of questions an individual worker muygtically go through to qualifyor statebenefits

Figure 6: Typical StatQualifying for StatdJnemployment Benefits

Qualifying Question Answer Eligibility
PHYSICAL ELIGIBILITY: Y/N ANoo could be disqualifying fo
Is the clienphysically able to work? covered under h e swto a tk eongerisatioprogram
ELIGIBLE EMPLOYER: Y/N Some church, school and nonprofit employers are exempt from pay
Doest h e cdmpleyer pa§ s employment taxes to the Staitmking staff ineligible
unemployment taxes to the State
MINIMUM EARNINGS: Y/N If the clientdoesnot make at least the minimum cumulative earnings
Most States have a requirement tiwet client the past 4 quarteteeymay notbe eligible for unemployment benefits

must have at least worked enough in the pa
4 quarters to earn a minimum amouwaries

by State.
DID THE CLIENT QUIT? Y/N Qualifying Extenuating Circumstances:
Generally,quitting ajob voluntarily, makes 1. Unsafe working coritions
one ineligible statenemployment benefits 2. Not being paid by employer
unless there are extenuating circumstances 3. Workplace discrimination
4. Healthand safety issues
WAS CLIENT FIRED? Y/N If fired for misconductnot eligible for unemployment
The reason for being fired lilyeemployer (rebuttable presumption before the State)
has a direct bearing on whetlieeyare
entitled tostate benefits
WAS CLIENT LAID OFF? Y/N If the client wadaid off for their own fault, theyare not eligible for
The reason fording laid off bytheemployer unemployment benefits from the Stétebuttable presumptiops
has a direct bearing on whetltee client
receives state benefits.
OTHER ISSUES THAT CAN IMPACT Y/N Varies by State statute

ELIGIBILITY

1. Seasonally employed?
2.Employed part time?

3. Trial basisemploymen?

4. Independent contractor status?
5. Working two, part time jobs?

6. Working in two states?
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CHAPTER 5

Affordability andCompetingnsurance Interests

The concept of insurinrtpng term marital settlement agreensagainst the inability of the obligated party
to makecourtordered paymenigsvolves threeseparatareas of analysis. These areas(gneon-payment
of support dugo deathof the obligor (ii) nonpaymentof supportdueto disabilityof the obligorand now
(i) non-paymenif support due to the involuntary losseshploymenbf the obligor

In my early discussionwith CommissionerZappia, we discussedhat marital setdment agreement
insurancemight provide We envisionedife, disability and unemployment insurance as fitvdogy of
benefit® that could be applicable to cover theadest range aisk for involuntary,nonpayment of
support.At that time, only life insuranceasavailable in the insurance marketcover marital settlement
agreements. Disability insuranbad not come along yet for use in divorce agreemddtemployment
insurance for support paymsnihad not yet been creatdtbwever it was the primary purpose of our
collaboration.

In the70s when political correctness had much legkience, as a compassionate mother and eperd
family law commissionemwho had tamainly deal withfathers and theimonpayment of support issuies
her courtroomCommissioneZ a p p i a Wwas to grotect financialldependent mothers andildren.
Back then most custodial parentguardians weranothers grandparents and legglardianswith the
fathers as the noncustodial obligor responsible for payment of ebitdisal medical/dentahnd tuition

support.

Today, the financial issues of divoraeemuchbroademwith (i) a gowing number of custodial fathedue
to the rise othe stature ofvomen in the wrkplace; (ii) a greater tendency and preference toyeémtt
custodydecreegby the courtswhen appropriate; (iiixfar greater number of children born out of wedlock,

and(iv) the legalization oamesex marriagewith adopted children

Life insurance already exists as a standard inclusion in marital settlement agreemawotst if not all
jurisdictions,asa recognizedinancial protection. ess expensive term ims&nce ighe producof choice.
From Commi ssi oner I¥sjuewih ldesinsyganae svghat even thoagh it t
was and remainthe favoredcovelgein marital settlement agreemenitscoversthe least likely

reasondr nonpayment of support. Fhtsinedivorceshave the highest frequency and occur within
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the youngest aggrours. Actuarial table for death in the age group 19 to 35 yeaisenmost frst-time

divorcesoccur, is extremelylow.

The same holds true for disabilityith mostAmericans in this category being older in age. Disability from
accident coulde on the rise for the 19 to 3fategorieswith the advent of extreme sportsdaihe more
carefree lifestyles oMillennials. The challenge wittMillennials andlife and disability insurance is that
many believe thewrethefiu Nt 0 u ¢ h atendrmtéodsee ahr ihptancelife and disabilitycoverage.
With limited finances, thy alsofind the cosbf life anddisability insurancexpensive to cover events they

do not believe will happen to them.

Until now, unemploymenthe leading cause aionpayment ofgpport did not exist. Unemployment is a
Acriti clifeleveqatmost angbneof anyage can relate toUnemployment is also an event that can
happen multiple times during the term of the average marital settlement agréaittetiie cost of MSAI
being rdatively low and affordableit is possible fotMSAI/IUI to become the mospracticalinsurance
cowverage within futuremarital settlemenagreementsThe duality of thdUI benefis protecting both the
obligor and the recipient throughout the termhaf agreemenpaying for critically important child/spousal,
medical/dental and daycasbligations, MSAlIUI should be recognizeas a valuable inclusion for obligors

that meet the underwriting requiremeatsl their recipient counterpart.

The Improbable and Impracal Trilogy

Our early thinking was that a package policy covering life, disability and plogrment would be the
preferredway to insure a marital settlement agreentenprovide maximum coveragerlhere is no doubt

that this would be the preferredethod,however under this approach threeajor issues chalige the
viability of this preferredoption (i) the total cost of thd-in-1 policy; (ii) the partiesvillingnessand ability

to pay the more expense premidor the combined package of covergagand (ii) the technical,
jurisdictionaland Department of Insurance requirements for a single insurer to combine three separately

regulated coverages under one pqlmin a combinedset ofpoliciesfrom multiple carriers

Life and dsability insuranceare typically classifiedy Departments of Insuranaa the life side of the
insurance industry,rel unemployment falls withithe property and casualty sideSomeStates classify
IUI as miscelaneous indemnityandin other States disability can fall on either side of thetatutory

classification.l was notpersonallyableto find a carrier that was willing to, or had the legal ability to cross
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pollinate these three different classes of insurance umaepolicy form.

There waslsoanassumption that there could peemium savings fathe consumer by packagiad] three

coverage together. In fact, due to the different claims frequency profile bettheethree classes of
coverageone could assume thiiere would be substantial suppoegtpremium fronthe life and disability

coverageo fortify the higher risk IUl. UnfortunatelyStater e gul at i ons strictly cont
product® including mandtory benchmark loss ratids, minimize insuer profit.

Insuring Typical andAtypical Settlement Agreementgth 1UI

The paramount issue in insurimgarital settement agreements will always be how wélé tcoverage
matctesthe obligations set forth in the agreemant! the financial needs of the parti¢=or this reason
unemployment insurance for marital settlement agreements is divided into two separate classes; (i) MSAI
InsuredSupport@&nd (ii) 50% IncomeAssu® These are two separate products, each using a different

method to determine the amount of coverage anddt@ims are paid.

—

MSAI InsuredSupport&i s designed to cover the fAavelwage 0 or
earner, family divorce where the target coverage is focused on a range of court ordepmzbrtpayments

froma minimum o450 a month up ta maximum of $9,000er month.The insuranceating process is

focused on theotal amount of thanonthlychild and spousasupportobligation, including obligations to

pay for medical, dental and day care or tuiticosts,not how muchhe obligormakes ohas lost in total
income.The only bearing the amatithe obligor earns has diSAI InsuredSupport®&s whether the

obligor earngnoughgrossannualsalaryto qualify forMSAI InsuredSupport®@overage (eacBtatehasa
minimum annualageunderwriting requiremeras shown previously in Figut. MSAI benefits are paid

directly to the custodial/recipient party legal guardian;not to the obligor.

Family law attorneys will also represent clients that have annual eatheigxceedhat of the average
American family or a client who simply wishes to insure more than just the support obligation amount;
perhaps to just have additional living expense money as W&l obligors makingix figures omore a

year in wages maglsohaveprovisions in their settlement agreements that tfgvide typical child and
spousal suppoomponenthowevey because of the obligors earning capacity, the partiesneggtiate
additional financial considerations upon the obljgoich as privateecondary schodar college tuitionpr
otherspecialfamily needqthe possibilitiesare numeroysin this case, it may be more practical to insure

aportionoft h e o bsdlarygatheréhan a spefac monthly support amount
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This second Ul optionknown as IncomeAssure® designedo insure the up t60% of the obligois
monthlygrosswages less the amount paid by the State in unemployment beefitsneAssure® covers

the difference between what the State pays the obligor and coverstheediffe e up t o 50% of
wages. One major word of caution here is that thenefit payments would be paalthe obligorand not

the recipient party The obligor would have to in turn be trusted to send the support portion of the payment
to the recipient party IncomeAssure® premium cost is based upon the difference between
State | Ul Dbenef it srossmahthlpvietkly wdgest These woutdlbe adhigherpemign

for this level of coverageas the amount insured is greater thanstiygport ordeunder InsuredSupport®

It is important to note however, that IncomeAs®&urbenefits are paid to the insured obligor.
InsuredSuppo®, by endorsement, is paid to the recipient party.
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CHAPTER 6

Dealing with Issues of Adverse Selection

Policy Vesting Required to Prevent Fraud
The Dark Side of Insuring the Pubfiar Job Loss

Since the invention of insuranasderwriters have had tbe a | with certain Adar k si
thepublic. The honesty and integrity of tkensumer is of paramouimportance in underwritingating

and drafting of terms, conditions and exclusions withsurance policies. The politically correct term

used by the insurance industrycallediadver se sel ecti on. oOnsuarstéllthenot her
truth when they apply for insurancand not all tell the truth when they file claimssurance fraud is a

major fador in the insurance industryTo put this issue in perspective, according to insurancefraud.org,

fraud cost the insuraedndustry approximately $80 billion dollars a yeaith an estimated 26 to 30%

of filed claims having some element of dishonesty or fraud involved.

There is noless risk of adverse selection MSAI/IUI. In fact, there may be more incentive for the
unscrupulous to try taake advantagef MSAI/IUI. MSAI/IUI replaces lost income and lost income can

have grious consequences to the applicant/objigspecially when dealingith the legal consequences

of unpaid supportThe ability of the underwriteand policy language to control adverse selection and

outright fraud will have a major impact on the success and longevity of any insurance product.

Adverse selection and fraud MiSAI/IUI can take several forms.

(1) The obligor/applicarnt unenployedand provides a fictitiousmploymenterification.

(2) The obligor/applicans aware thahe/shemay be fired.

(3) The obligor/applicant haspaiori knowledgethatthe company may be laying off or discharging staff.

(4) The obligor/applicant has a pridmowledgethat the company will be closing or relocating.

(5) Collusion between the obligor/applicamda currenemployerto verify current employment.

(6) The obligor/applicarites about their past employment history to qualify unbdeunderwritingrules.

After years of underwriting experience, Ul underwriters have deweloped a standardized solution

capture mostf not all, of the above exposws¢hrough (i)a sixmonth firstyeap ol i cy ,A&mnd@st i ngo

Stateverified benefittriggering.
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TheBenefitsof a Legal CommunitySponsoredUl Underwriting
Environment

Sponsored transactiorserveas a filter toadverse selection andtentional fraudin the involuntary
unemployment insurance marketplacehe ability of the average consumer to be able to go online and
purchase private unemployment insurance is a veryaogmmodity and phenomenorkEven in the early
days of IUI, IlUlcoveragewvasalwayss ol d i n conjunction with another
asthe purchasing an automobile and havthg car payments insured agaimstoluntary unemployment.

IUI was purchaseblecause it had a practical application to the purchase of a car, not because one was losing
their jobat the time

When [Ul is offered to thpublici ndependent of anyo frshpebadverserseleotign t r an s
is significantly increasedThe purchase of Ul for the sake of purcnaslUl for personal financial

planning reasonsis still very new in Ametan households, therefore the application and underwriting

process must be focused on insuring those who are legitimately planning for financial security for the
future, versus those that know they hawebelieve they wilhave imminent or impending employment

issuesinthenearfuturand are trying to Aslip into the covera

The introduction of MSAthroughthe legal community does in fact meet timred e s i rspobsbred i
t r a n s envitonmem Noncustodial and custodial pareotslegal guardiansiill be purchasing MSAI
to cover and protect tHengterm supportobligatiors arising under anarital settlement agreememiot
because they are currently in featasfing their employment or incombeut because their trusted legal and
divorce financial advisor has recommended it. Clapylicantsaremore inclined to benore honestand

forthrightin securing MSAI/IUl inunder these conditions.

As MSAIllUlisafist and al oneodo policy, the insurance compa
months to ward off most of the fraud risks noted above. The vesting period only applies to the first year of

the MSAI/IUI policy. The vesting period simply means thatcte@ms for IUl can be filed against the

policy during the first six months of coverage. Considering that the coverage is designed to renew annually

for the term of the marital settlement agreement, the vesting period has little impact on the insured and
significantly reduces the fraud exposure of the insurance compamiiaps one of the most significant
advantages to the insurddr securing MSAI/IUI through a family lawattorneydrafted marital settlement
agreementis that it is the begnethodto ensure thasupport paymentwill be enforceable through the

court.
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CHAPTER 7

AttorneyBest PracticeandUtilization of
MSAI/IUI

The utilization of MSAI/IUI within the general practice of family law professionals is virtually brand new,
as midyear 2017was the first time MSAI/IUl became availakie the public From alegal practice

standpointthere are number aeflvantages anasesfor family law and collaborative attorneys.

Notifying Current and Former Clients

As a family law professional, you agdur firm have provided, or are currently providing, legal and divorce
support services to both current and former clients. With the-yeati nature of court decred¢emarital
settlement agreemengsu prepared or negotiated for your cliemepresating eitherthe obligor and/or
recipient partiesmaystill have a continuing anithsurable interest in the employment, or lack thereof of
the obligor. Best practices conventional wisdom would suggest that your current and former clients,
obligors and reipients alikedo not knowthat their unemployment finaradiexposure can now be insured.

Thereforginforming them about the availability of coverage would be beneficial best practices.

At a minimum, those clients wita known history of support payment delinquency issues should be
contacted. The preferred method of insuring martial settlement agreements for MSAI/IUI is through an
attorney who is calledipon to modifyan existingmarital settlement agreement toclude MSAI/IUI
coverage. Coverage can be purchased on existing agreements, by eitherifpaijythere is still an
outstanding support payment obligation under the marital settlement agreement, and (ii) the obligor

qualifies for coverage under current underwriting rules.

MSAI/IUI can be purchased online by either ti@igor or the recipient party independent of the assistance

of an attorney, however, the most beneficial part of using an attorney is lost. MSAI/IUl purchased outside
the marital settlement agreement lacks exgability as it is independent of the agreement. While it may

be human nature for some clientstity to avoid paying additional fees to their attorney to modify their
marital settlement agreement, the benefit of enforceability far outweighs the cosbdiffcation.

Communicating the facts about enforceability to both current and former cliefifsrimmary importance.
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PracticallssuesThat Should Be Considered

There areseveralpracticalissues which should be evaluated on each new clgittrelates to MSAI/IUI

If there is a temporary support order granted by the court, or agreed to amongst the parties, it is best practices
to suggest to the client that coverage be obtained as soon as possible. As each new policy has an initial six
month vesting period before benefits become payable, the interlocutory/temporary support period is the
recommended timperiodto begin vesting. The soenthe policy vests, the better it is for both parties.

The final form of the marital settlement agresrdoes not have to be completed or executed before
coverage can be obtained. Coverage can be acquired once there is a known support obligation amount.

MSAI asa PotentiaDlive Branch

The expression taeektend an olive branéimeansan offer of peace or reconciliation. It has a biblical origin.
It comes from the Book of Genesis. The sign that the flood was over vadiseabranchbrought back to
the ark of Noah by a doveThere are few, if anyesources in a dissolution of a mage that can equate
to an olive branch offering. Legal professionals have indicated that MSAI/IUI coalodreficialoffering

in bringng dissolving parties closer to agreement.

MSAI/IUI providestrue benefisto bothpartiesata relatively lowcost,regardlessf which party agreet®
secure coverage. While it may be assumed that the obligated party will pay forttbeM8aI/1UI, it is
equallypossible that the recipient padylegal guardiagould agree to pay for the protection as well. The
obligated party receives more bengfiitan the recipient partin avoiding thedelinquencygoss, penalties
and sanctions that coultk imposed by the court fatonpaymenif coverage was not securdgven in
challenging divorcesvhere an olive branch may not work, the cost&Al/IUI may beone of thefew

financial burdens the obligated party may be npagchologicallywilling to accept.

With respecto the recipient partgr legal guardianthe principabenefit isthereceipt of fundstherefore,
the obligorés commi t ment t o s e caunt @derednchild,rspomsalle € 0 Vv
medical/dental and tuition support obligatiotieo b | i gommittnento secure coverage demonstrates

a commitment and goddith on the part of the obligated partyvard thechildren and former spouse.
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Recognitionof MSAI/IUI by the Courts

While MSAI/IUI is still in its infancy, securing the recognition by the family law court will come about by
the best practices damily law attorneys recommending MSAJI to the court as a fairyiable and
equitablealternative andolution to delinquency matters before the court. One of therbomge objectives

of Commissioner Zappia was to have a legal and financial tool ati$yvsal that could help her in the
court roomdeliveranequitable solution for willingbligorswho had lost their job. It will take the initiative

of family law attorneys proposing and recommending to the court the use of MSAI/IUI coverage to (i)

avoid sanctions and fines, and (ii) simultaneously provide a remedy for future events of unemployment.

Modifications are often the solution de jure in many court rooms, but do modifications truly provide an
equitable solutio® | say no. If the State has established fair and appropriate guidelines for both child and
spousal support to protect the financial requirements of the recipient party, to award a modification to the
obligated party simply shifts the inequity acrossdisteto the d@endent recipient who mdinancially

suffer because othe modification. Despite these inequities, modification without a backstop seems
illogical. It would seem more logical for the court to utilizmadification in conjunction with the obligér
comnitment to secure MSAI/IUI at a future date, once the obligor becameupestiployment qualified

for coverage (12 months of gainful employment at the same employer). Additionally, | see merit in the
judge ordering the future purchase of MSAI/IUI in lieyafin conjunctionwith a reduced fine predicated

upon the obligdis agreement to purchase MSAI/IUI at a future date.

Informing the Community of Your Knowledge of MSAI

One of the beneficiatontingent benefits of attorneys taking the time to indoctrinate themselves with a
working knowledge of MSAI/IUI is that such knowledge is a marketable commodity to the public. At this
early stage, the public has little or no knowledge of the existent&Safl/IUl. Additionally, not all
attorneys are familiar with MSAI/IUI for the same reasons. It is believed that fandlgollaborativéaw
professionals who become early adopters and provide information on their websites and prospective client
marketingmaterials regarding the firms working knowledge of how to include MSAI/IUl in a marital

settlement agreememould be a competitive marketing advantage for the practice.
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Best Practices Use ohdUIl Waiver Form

In discussions withbar associationgnd family law professionals, the concept of attorneys using a
MSAI/IUI Waive Form was suggested. Best practices suggest that informing the client, so that they can
make an informed decision regardwfether tansure their marital settlement agreement, shbeldne

that would be drmally noted for the record. If a client, once informed, elects not to insure their marital
settlement agreement against unemployments k s , i t wo ul lgkstinterstand pratebtien at t or
to have the client acknowledge their voluntary declination of emeeif in fact the lawyesuggestdto

the client that they should investigate secugongerageon their own Attorneys do not sell MSAI/IUI.

The coverage is seffurchased, online by either the obligated or recipient party independent of the attorney.

The attorneyds only best practices obligation may
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Sample Client MSAI/IUI
[Author DisclaimerThis illustrative language is not intended to be legal advigealifiedfamily law attorneys should prepare
their own Waiver Form. The language below is for illustrative educational purposes only.}

Waiver Form
Waiver oflnvoluntary Unemployment Insuran@erms and Conditions My
Marital Settlement Agreement

Client:

Attorney:

(1) My attorney, indicatedbove, haadvised me of the legal and financial benefits that could be afforded
to me by purchasing maritséttlement agreemeimvoluntary unemployment insurance covering child
support, spousal support, medical/dental insurance and daycare and schocsupjiiohobligation
payments (AMSAI /1 UI o) .

(2) If | wereto elect to purchase coveragould be required to do so on my own accaéracknowledge
that that there is no legal requirement that | purchase MSAI/IUI and that it is within my sole discretion
to purchase or not purchaser coverage.

(3) My attorney has offered me the opportunity to have MSAI/IUI terms and conditiclgled inmy
marital settlement agreemerthave elected not to apply foMSAI/IUl coverage at this timel
understand thd have aroption to selfapply for marital seti me nt agr eementdo)i ntsour an
cover thechild and/or spousal support payments set forth in my marital settlement agreement against
qualifying peria of involuntary unemploymerst a later date. If | do so, sugisurancanay not be
referenced or enforceable under the terms and conditions of my current marital settlement agreement

(4) Additionally, | understand that ifat a later datd purchase MSAI/IUl without having it added to and
included in my marital sedment agreement, | may not be able to enforce the purchase andl@new
the insurance coverage through the courts.

(5) I am the]] obligated party responsible for payisgpport orders
I am the[] recipient partyof thesupport ordered payments.

(6) I agree and acknowledge that | have been properly informed regarding marital settlement agreement
involuntary unemploymeninsuranceand | hold my attorney harreks fromall legal aml financial
consequences which | may incur for not having MSAl/ddvera@ included within the terms and
conditions of themarital settlement agreemdsging drafted by my above noted attorney/law firm.

Client signature

Date:
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[Author DisclaimerThis illustrative language is not intended to be legal advice. Only qualified family law attorneys should prepare
marital settlement agreements and MSAI provisiforsuchagreementsConsult a family law attorney for advice.]

ADDING MSAI TO A MARITAL SETTLEMENT AGREEMENT
ILLUSTRATIVE DRAFT LANGUAGE

Child [and/or Spousal] Support Obligation Supplemental Unemployment Insurance

1. Subjectto [] Husband [] Wife qualifying for coveragethe obligpn nder t he i nsurance
underwriting rules, it is agreed that [] Husband [] Wjf@uardianshall purchase InsuredSupport®
Marital Settlement Agreement IncomeAssure® Supplementahiployment Insurance Coverage
atwww.insuredsupport.conto cover the [] weekly [] monthly support obligations set forth in this
Agreement for the term of such support obligations.

2. The policy shall havea six (6) month Vesting Period beginning on the effective date of
for a period of six (6) months. Benefits payable there under being paid directly
to the [] WifeGuardian [ Husband, as the Designated Beneficiary
under the MSAI policy.

3. The amount of MSAI Supplemental Unemployment Insurance coverage shall equal the total of the
[] weekly [] monthlycombined support obligation for¢hild support, [] spousal suppoftmedical
insurance, [] dental insurance, [] dare or school tuitiorwhichin totalis $ per
[] month [] week In the event the total support obligation is subsequently increased or decreased,
during the term of this Agreement, the coverage shall be adjusted to match the supporbmbligati
upon thenextpolicy renewal periodThe coverage selected shall have a two (2) week Elimination
Period and a twentfpour (24) week Benefit Period] Husband [ Wife [] Guardianshall have the
duty and obligation taotify andinform the insuranceompany of any changes or modification in
the support amourdt the time of the annual policy renewdiny amount s over the
stated obligations above will not be covered by the insurance.

4. The MSAI insurance premium shall be paid [] Montlflyquarterly, [] semiannually, [] annually
by [] Husband [] Wife[] Guardianin a timely manner to keep the coverage in force at all times a
child/spousal support obligation exists under this Agreement.

5. ltis agreed that any enforcement provisionthif Agreement shall be secondary and subject to a
condition precedent that all insurance benefits under the MSAI coverage have first be exhausted
before the implementation of any enforcement provisions set forth herein, except for known
conditions where m coverage benefits are applicable as set forth in Section 8 below.

45


http://www.insuredsupport.com/

6. The parties acknowledge that the MSAI coverage may not completely cover all of the support
obligations under this Agreement and that [] Husband [] \Ji€@uardianshall be responsible ifo
that portion of the support coverage not covered by MSAI insurance.

7. MSAI insurance benefits shall be paid directly to the Designated Beneficiary above, who has been
endorsed to the MSAI policy. The insurance company will pay the benefits directly to the
Designated Beneficiaryods bank account provided
of a claim.

8. It is agreed that any support enforcement provisions set forth in this Agreement shall first be
subordinated, in whole or in part, to the bésepayable under the MSAI policy. The known
conditions of the policy that will not be covered, and where enforcement provisions shall be in full
force and effect are;

a. Vesting Period During the Policy Effective Date and the Coverage Eligibility Datey, i
6-month Vesting Period where no MSAI coverage is provided and [] Husband [] Wife shall
remain obligated to pay support obligations without benefit of MSAI insurance coverage
during that period. The Vesting Period is only applicable to the first ydd6afl policy
coverage. There is no Vesting Period in subsequent renewal years.

b. Maximum Monthly Amount/Maximum Benefit Per OccurrentSAl benefits will cover
the stated monthly benefit as set forth on the Declarations Page of the MSAI Policy for up
to amaximum of 24 weeks per occurrence. If the support obligation is greater than the
stated benefit stated on the Declarations Page, [] Husband [] Wife shall be responsible for
payment of the difference between the covered amount and the support payrgatibabli

c. Claim Elimination Period To qualify for coverage under MSAI [] Husband [] Wife must
(2) remain unemployefibr an initial twoweek periodthe Elimination Period, and (ii) be
eligible to accrue, and actually receive, State unemployment compendanefit
payment. [] Husband [] Wife shall remain obligated to pay support obligadioring
uncovered Vesting and Elimination periods of MSAI coverage.

d. Renewal Eligibility [] Husband [] Wife[] Guardianshall be responsible for completing
the annualMSAI Policy renewal application form. Each year, [] Husband [] Wjfe
Guardianshall be responsible for providing the other party with a copy of the MSAI
Renewal Certificate as proof of coverage. If for any reason the MSAI Policy is not renewed,
[] Husband [] Wife shall be responsible for payment of support obligations without the
benefit of insurance as set forth herein.

9. Cancellation or NonRenewal [] Husband [] Wife[] Guardianacknowledge that purchasing,
paying for, and renewing the MSAI Policyan integral part of this Marital Settlement Agreement,
and the voluntary or involuntary cancelling or remewal of the MSAI is (i) a noticeable and
reportable event, and (ii) may be a violation of the terms of the Agreement. [] Husband [] Wife
Guardian shall be required to notify the other in writing, either through their respective attorney or
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directly within 30 days prior to the expiration date of the MSAI Policy. In the event of cancellation
or nonrrenewal of the MSAI the insurer shall notify.

10. Procurement of The Insurance:[] Husband [] Wife shall be responsible for going online at
www.insuredsupport.comr www.maritalsettlementinsurance.caapurchase the insurance.

11. If for any reason the responsible party does not qualify under the insurance company underwriting
rules, the terms and conditions and obligations under of this Agreement shall be null and void.

Dated:
Husband:
Wife:

Guardian:
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CHAPTER 8

Applying For MSAI/IUl Coverage

Sincethe InsuredSupport® Marital Settlement Agreement Involgnténemployment Insurance Program

is part of the IncomeAssure®@dgjram underwritten by Great American Insurance Grpup,G A lariids)

the only such policy on the market as of the date of this publication, all references to coverage, underwriting
and application for coveragerocessesre specific to the Great American Program. The Program is
administered by SterlingRisk who is digsed in allStates to administer the programwith consumers
SterlingRisk is responsible for all communications with the public, including applications, rating, policy
issuance and claims processirfjzian Associates LLC/Critical Period Insurance Agendyc. are
responsible for educating the family law and divorce support communities about the program through bar

associations, trade shows, bar association continuing education programs and social media outlets.

(1) A Client Self-Serve Process

a. The entire quotation, application and policy issuance process is done by the client directly with the
Sterling Risk, thePo gr amé s A dniimie thriougtthe MSAIdFortal Quoter BoxXound on
thelnsuredSupport.com portal website.

b. The attorney andr divorce support organizations who inform the client alibetvailability of
MSAI/IUI are not involved in theénsuringprocess. All communications are done directly with
GAIC and the Administrator online or by telephone.

c. The Portal containall the InsuedSupport® information, downloadable in PDF fornfat, the
client and their attorney to review;

i. Sample Policy Forms
ii. Program Brochure
iii. Attorney Manual
iv. Program News and Information
v. lllustrative Sample Attorney Forms
vi. Frequently Asked Questions

d. The Online Quoter Box: The information, quoting and application process is designed to provide

confidentiality and privacy to the client. The client enters the following information in the MSAI

Portal Quoter Box atvww.insuredsupport.com The ¢l i ent 6s informati on

visible to SterlingRisk, the Programidministrator and GAIC under the privacy statements of the
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f.

Quoter Box.

To Receive a Quotation the client will enter through the Quoter Box the following information.
i.

Vi.

There i s a

ALi ve

Chat o

assi st

d assistancg.

t

he

There is also a tofree telephone number directly to the Administrator if additional

assistance is required.

The State in which the obligatgarty is employed.

The occupation or trade category loétobligated party. The categora@s

Agriculture, Forestry, Hunting

Mining

Construction

Manufacturing Durable Good

Manufacturing NorDurable
Goods

Wholesale or Retail Trade

Transportation andltilities

Information

Financial Activities

Professional and Busines
Services

Education and Health Servicg

Leisure and Hospitality

Public Administration

Other Services

The cl i

ent 6s

gross

annual

s al asalaryis

The

used to determine if the client meets the minimum annual income threshold for

coverage (previously discussed).

The amounbf weekly benefit coverage desiréat child, spousal, medical, dental

and tuition support obligations, or any combination theredhe program will

insure from $450 to $9,000 per month dombinedsupport obligations. If the

support order is less than $450, the minimum coverage mayesfilirchasei the

client meets the minimum annual income requirement.

The Quoter Box will automatically populate the maximum benefit coverage at 24

weeks of coverage (which is 26 weeks, less two weeks Elimination Period = 24

weeks of benefits)

Receinng the Quote: Within the Quoter Box, the weekly premium for MSAI/IUI

will appear on the screen. If the client elects to apply for coverage they click Apply.

Completing the Online MSAI/IUI Application Form: The client will be asked the following
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guestons on the online application form.
i. First Name
ii. Last Name
iii. Mailing Address (City, State and Residence Zip Code)
iv. Personal Phone Number
v. Date of Birth
vi. Personal Email Address
vii. Current Employer Name
1. Work Site Address
2. Work Site City
3. Work Site Zip Code
4. Occupation
5. Number Employees in the Company
viii. How many months the client has besanployed as a fulime W2 employee
iX. W2 wages for the preceding 12 months
X. Line of Business, Industry or job description (same as used for the quote)
xi. Any knowledge of pending unemployment
xii. Any knowledge of job reduction, cut backs or relocation of the company
xiii. Questions regarding casual, temporary or seasonal employment
xiv. Questions regarding ownership of the company
Xv. Questionsaboutindependent contractor status
xvi. Questions regarding criminal record
xvii. Questions regarding employer bankruptcy
xviii. Assignment of Benefits InformatigiNameand address of Recipient Party)
xix. Acceptance of Fraud Warning
xX. Signature
xxi. Date
g. If the policy is approved, payment information is provided through the Quoter Box
h. The policywill be available online and can be downloaded and printed.

50



CHAPTER 9

DissectingA MSAI/IUI Policy

Chapter 6 is designed to help the reader have a clear understanding of the mechanics of the MSAI/IUI
insuring process. At first glancéidse who ar@ot deeply experiencesith the insuring process may be
challenged to understand the unique wording used herainthe variations thereof The following

explanation should provide more clarity.

The ©policy | anguage dispil ayied abmh@ddodadvi ziesd 0a i mwmoil went
insurancepolicy type and formdesignedo serve multiple applications and differing financial needs of the

insured. Like many other types of standardized insurance policy forms, this policy is modified through
endorsementgdo customize it for its specific purpose and applicatiMBAl/InsuredSupport® is

customized in the same manner to specifically cover child/spansabthersupport obligations of the

insured.

TheMSAI/IUI (InsuredSupport®) insurance product wastomcreated by blending the insuring of chil
spousaknd other specifisupportfinancial requirements, which requiraspecificweekly dollar benefit
amount,equal to the support award fohild/spousl support,by endorsement to thexisting Great
American Insurance Group Incomeire® insurance product whichfiled an approved iall the States

within the continental United StateBicomeAssure® is a private, personal, standalone, involuntary
unempl oyment insurance product desi gfisupgleméentngc ov er
the difference between the State benefits and 50% of the insureds imagexeAssure® provides, more
coverage, is costlier, and is more coverage thaneisessary to insure just child/spousal support.
IncomeAssure® is, however, available for special situations where it may be in the best interest of the

obligated party to insure for more than the support obligation due to extenuating circumstances.

InsuredSupport@&@or marital settlement agreemergslifferent in two distint waysfrom the standard Great
American IncomeAssure® policy form, which is the foundation for MSAI InsuredSupp@)t®e weekly
policy benefit is equal to the specifitonthly child/spousal support amot(with 4.3 weeks equaling one
month of benefits) modified by Endorsement in Section [l WHAT WE WILL PRdragraph 4 [SU05
00 (ED./12/16)jand (ii) the weeklyoenefits are @id directly to a third partytlie recipient prty undeithe
support orér.), modified by Endorsement ASSIGNMENT OF BENEFITS ENDORSEMENT {&:004
(07/16)
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The amount of the weekly benefit is determined by the Replacement Rate, which is the percentage the
specific support amount equals to the supplemerdakiage. ht h e | atgrmsaifnttée snsured
requested $700 a month in child/spousal support on the Application for Coverage, they would receive

weekly payments at a rate of 4.3 weeks per manti#162.79 per week paid directly to the recipient party.

Two Versions of the Standard Policy Dependingrbe Stateof
Employmert

It should be noted théhe State where the Insured wovlddl have an impact on which MSAI Policy form

is applicable The reason there are two standard policies is due to diffStatglanguage required by the
Departmerg of Insurance. The language difference between the two policies does not impact the benefits.
All policies regardless of domicile, offer 24 weeksoverage, which may exceed the State unemployment

benefits. The following policy forms are usasifollowsin the States set forth below.

Policy Form: 0418or use in the States of: Florida, Georgia, North Carolina, Missouri,
Michigan, Kansas, Soutbarolina

Policy Form: 0318or use in all other States: All other States in the Continental U (8lot
available in Alaska or Hawaii)

DeclarationPage: SWH00-02 (Ed. 03/11) Personalizes the policy to the Insured

Endorsement SU00-004 (07/16) Assigns the Policy Benefits to the Recipient
Party

Endorsement SWU05-00 (12/16) Changes the Repl acer

i
percentage the suppor
weekly wages.

Copies of both policies noted above are available onlimevat.insuredsupport.com (Documents Section)
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SUPPLEMENTAL INVOLUNTARY UNEMPLOYMENT COMPENSATION POLICY
DECLARATIONS
ALL OF THE PROVISIONS ON THIS PAGEEAMGES THAT FOLLOW

[Great American company namefaddress] PRODUCER:

INSURED:

INSURED'S RESIDENCE ADDRESS:

FOLICY NUMBER:

POLICY PERICD: FROM TO AT 12201 AM. AT YOUR
WORK SITE ADDRESS SHOWN BELOW

INSURED'S EMPLOYER:

INDUSTRY CLASSIFICATION UNDER NORTH AMERICAN INDUSTRY
CLASSIFICATION SYSTEM:

INSURED'S WORK SITE ADDRESS:

WAGES SHOWN OMN APPLICATION: PER WEEK

ELIMINATION PERIOD: First weeks that you are collecting state unemployment benefits for
a penod of involuntary unemployment to which this insurance applies.

MAXIMUM AGGREGATE BENEFITS PERIOD: weeks of "supplemental
unemployment benefits”

STATE UMEMPLOYMENT MaAXIMUM WEEKLY BEMEFIT AMOUNT IN WORK SITE
STATE AT BEGINNING OF POLICY PERIOD:

TOTAL ANNUAL PREMIUM:

PREMIUM PAYMENT SCHEDULE:

ENDORSEMENTS ATTACHED TO POLICY AT TIME OF POLICY ISSUANCE:

THESE DECLARATIONS, TOGETHER WITH THE COVERAGE FORM AND ANY ENDORSEMENT(S),
COMPLETE THE ABOVENUMBERED POLICY AS OF THE TIME OF POLICY ISSUANCE. IN RETURN FOR
THE PAYMENT OF THE PREMIUM, AND SUBJECT TO ALL THE TERMS OF THIS POLICY, WE AGREE
WITH YOU TO PROVIDE THE INSURANCE AS STATED IN THIS POLICY.

SUJ00-02 (Ed. 03/11) (Page 1 of 1)
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SUPPLEMENTAL INVOLUNTARY UNEMPLOYMENT COMPENSATION POLICY

Various provisions in this policy restrict coverage. Read the entire policy carefully to determine rights,
duties, and what is and is not covered.

Throughout this policy, the words fAiyoud and Ayou
words fAwe, 0 fAus, 0 fAour, 0 and ACompanyo refer to t
phrases that appear in quotation marks have special meaning. Refer to Séd&rMITIONS.

-

In reliance on your application for this insurancesansideration of your timely payment of the premium,
and subject to all the terms and provisions of this policy, we agree to insure you as follows:

SECTION I COVERAGE

1. We wi | | pay fdAsuppl ement al unempl oymenanployment e f i t s ¢
to which this insurance applies. The amount an
benefitso are | i mitedWHATSWEMILL PAYi bed i n SECTI ON |

No other obligation or liability to pay sums or perform services is couerddr this insurance.

2. This insurance applies to a period of involuntary unemployment only if:
a. during the policy period shown in the Declarations, you involuntarily become unemployed
from-tfifmel lempl oyment o; and
b. you are approved to receive, and actually do rec8tateunemployment benefits for that
period of involuntary unemployment, in accordance with the applicable laws and regulations
of your State and
C. Yyou receive thos8tateunemployment benefits for longthan the Elimination Period shown
in the Declarations; and
d. you neither:
i. receive advance oral, written, or other notice of that involuntary unemployment; nor
ii. begin that period of involuntary unemployment; before or during the first six months
of the mwlicy period shown in the Declarations. However, the requirements described
in this subparagraph 2.d. do not apply if this is a renewal of a previous policy we issued
to you.

3. Ifthis is not a renewal of a previous policy we issued to you, then:
a. no perid of involuntary unemployment that begins, or of which you receive advance oral,
written, or other notice, before or during the first six months of the policy period shown in the
Declarations, is covered; and

b. if your notice of or period of, involuntary unemployment occurs before the first six months,
then this Policy may be cancelled by you and your entire premium will be refunded. For a full
refund, you must cancel within thirty (30) days after you receivg wotice of termination.
Thereafter any cancellation will be pro rata. If you do not cancel this Policy then you are
eligible for ASuppl ement al Unempl oyment Bene:
a period of involuntary unemployment thaghes after the first six months.

c. if you file a claim and submit proof of loss to us, confirming to our satisfaction that b. has
occurred, then we will return to you all premium you paid for this policy. Your claim and proof
of loss must be submitted to us as described in SECTIONJ@WNDITIONS, 3. Your Duties
in Connection with a Claim, below.
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SECTION IIT WHAT WE DO NOT PAY

This insurance does not apply to any:
1. Period of unemployment:
a. which you had specific knowledge was impending or were aware would occur; or
b. which a reasonablgerson in your position knew or should have known was impending; or
c. of which you were given advance grafitten, or other notice; or
d. which arises from a plan or program of job reduction, reduction in force, or departmental or
company restructuring, wthh your employer announced or implemented; before the beginning
of the policy period shown in the Declarations. However, this exclusion does not apply if this
policy is a renewal of a previous policy we issued to you.

2. Period of voluntary unemployment.

3. Pegiod in which you are paid as part of StatenShar e
government.

4. Peri od of wunempl @y mente nfprl ooy neemyt OA ppar tiseasonal e

5. Period of unemployment from any illegal employment or occupation.

6. Period of unemployment resulting from any illegal conduct by you.

7. Portion of a period of unemployment for which:

a. you do not actually accrue and receStateunemployment benefits; or

b. you are eligible to receivBtateunemploymenbenefits,but the net amount of your actual
Stateunemployment benefits is reduced to $0.00, if the sole reason for that reduction is your
full or partial return to work.

8. Period of unemployment as a result of your enlisting in, being conscripted into, or being activated for
duty in, any of the armed forces of the United States or of any other country.
9. Period of unemployment arising out of any:
a. war, whether declared or uadlared, or other military action;
b. occurrence involving any explosive or other dangerous property of radioactive material,
c. act of terrorism; or
d. conduct undertaken to prevent, thwart, react to, or defend against any one or more of those.
10. Period of unemipyment arising out of any strike, boycott, collective bargaining dispute, or other labor
dispute or job action, directed at your employer. This exclusion applies regardless of whether or not:
a. you were a party to, supported, or participated in the stoi&gcott, collective bargaining
dispute, labor dispute or job action; or
b. b. the strike, boycott, collective bargaining dispute, labor dispute or job action took place at
your work site.

SECTION IlIT WHAT WE WILL PAY

[Note: Special Endorsement SU05-00 (ED./12/16)s applicablehere and modifies this Sectiddample
of theEndorsement appears at the end of the policy. The endorserodifies 4.a (1), (2) b. and c. below]

The following rules determine when fAsuppl ement al
stop accruing, and how they are calculated.

1. Subject to 3., below, for a period of involuntary unemployment to which this insurance applies,
Asuppl enmeermptlaoly nuent benefitsodo begin to accrue on
Period shown in the Declarations. However, no A ¢
be paid under this insurance for any week for which you are eligibleceiveStateunemployment

benefits,but your netStateunemployment benefit is reduced to $0.00, if the sole reason for that
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reduction is your full or partial return to work.
2. Subject to 1. and 3., Asuppl e me volugdry unemmognpehto y me nt
stop accruing at the earliest of the following times:
a. when that period of involuntary unemployment ends; or
b. when yourStateunemployment benefits for that period of involuntary unemployment stop
accruing; or
c. when you stop providgpus with an adequate proof of loss as required by SECTION IV
CONDITIONS, 3. Your Duties in Connection with a Claim.

3. When we have paid fAsuppl ement al unempl oyment be
equal the Maximum Aggregate Benefits Period shown in the Declarations, we have no further
obligation under this insurance memntpdynanhyt §art

period of involuntary unemployment.

4. For each week of involuntary unemployment to which this insurance applies and for which
Asuppl ement al unempl oyment benefitsd accrue, we
benef ioltowso as f

a. We will first determine the lesser of the following amounts:
i. the weekly amount of your wages reported by you when you applied for this policy,
as shown in the Declarations Page; or
ii. the weekly amount of wages derived from the State Wage Transcript, State
Determination Form or theStaté s equi val ent w IBEta you
unemployment benefits.

b. We will then multiply that lesser amount by the Replacement Rate shown on the tideddage.

c. From thaamount, we will then deduct:

(1) the State Unemployment Maximum Weekly Benefit Amount in effect at the beginning of the
policy period, for theStatein which your work site was located at the beginning of the policy
period, as showim the Declarations; and

(2) all benefits you received for that week from any other unemployment insurance or
supplemental unemployment insurance.

(3) The Maximum Weekly State Unemployment Benefit Amount shown in the Declarations will
not automatically changduring the policy period, even if:

a. your work siteStatechanges during the policy period; or
b. your work siteStatechanges its Maximum Weekly State Unemployment Benefit
Amount during the policy period.

The Maximum Weekly State Unemployment Benefit Amount shown in the Declarations can be changed
during the policy period only if we agree to issue an endorsement to that effect. After making the deductions
describedirc. 1) andc.2) , the remaining amount 1is the amount
benefitdo for that week.

You are the only Insured under this insurance. | f
under this insurance, we will pay them to you. If ywhe before we have paid them, we will pay those

Asuppl ement al unempl oyment benefitsodo to your est
receive fisuppl ement al unempl oyment benefitso unde

SECTION IVi CONDITIONS
1. Bankruptcy

Bankruptcy or insolvency of the Insured or of tt
under this insurance.
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2. 30-Day Review Period

If you are not satisfied with this policy, you may return it to us as described in this pardgrapiu/l

refund of any premium you have paid. If you decide to return the policy, you must see to it that we
receive it within the first thirty (30) days of the policy period shown in the Declarations. If you do so,
the policy will automatically be voiback to its inception. We will then refund to you any premium
you have already paid for the policy.

3. Your Duties in Connection with a Claim

Before we wil!/l pay any fAsuppl ement al unempl oy me
following duties in connection with any claim you make under this policy:

a. You must:

(1) notify us of any period of involuntary unemployment to whidh itisurance may apply;
and

(2) ensure we receive such notice within thirty (30) days after you first regeite
unemployment benefits for the period of involuntary unemployment.

Such notice may be given by you or on your behalf. Such noticbengiyen to us by mail, or by telephone

at (888) 4283133, or via the Internet at www.incomeassure.com/claim. Each such notice must include your
name and the policy number of this policy. After we receive your notice of a period of involuntary
unemploymentwe will provide you with instructions for filing proof of loss.

b. You must provide us with satisfactory proof of loss in a form acceptable to us. Proof of loss
consists of a properly completed claim form and supporting documentation, confirming to o
satisfaction that your State Unemployment Compensation Agency has approved and is paying your
claim for Stateunemployment benefits. You must continue to provide us with updated proofs of
loss for as long as we may require, and for each week for whichegeiveStateunemployment
benefits.

You must provide us with each such proof of loss promptly, and in no event later than sixty (60) days after
the end of each week in which you receive actual paymestiatéunemployment benefits.

We havenobl i gati on to pay, and wil/l not pay, any Asu
as to which we have not received sufficient proof of loss in a form satisfactory to us.

c. Upon our request, you must assist and cooperate with us in obtaining information from
employers, other insurers, aBthteunemployment compensation agencies. Such assistance and
cooperation may include such things as providing information relevaattdoss, and completing

and signing forms authorizing us to obtain records and other information.

c. All information you provide to us in connection with any claim must be accurate,
truthful, and complete. We replanentat t he r
unempl oyment benefitd we may pay to you
unilateral or mutual mistake, or because of our reliance on any false, incomplete,
or inaccurate information.
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4. Multiple Periods of Involuntary Unemployment

If multiple periods of involuntary unemployment begin during the policy period shown in the Declarations,

each such period of involuntary unemployment is deemed a continuation of the immediately preceding one,
unless those periods are separated by at leasttheonsecut i ved i mentehmp | ofy m@hal I
consecutive periods of involuntary wunempl oyment s
time employmentod are deemed separate periods of i
shown in the Declarations applies separately to each of them.

5. Payment of Premium

The premium for this insurance and the premium payment schedule are shown in the Declarations. You
must pay the premium to us promptly when due.

6. Waiver of Premim

a. We will refund to you any premium payment you make, and that first becomes due, while you
accrue Asuppl ement al unempl oy ment benefitso ul
payment you make, and that first becomes due, during the ElinminB&ood shown in the
Declarations.

However, we will not refund any part of premium:
(1) that was already due; or
(2) which you had already paid as a down payment;

bef ore you began to accrue those fAsuppl ement al

b. We will waive premium payments you have not yet made that first become due while you accrue
Asuppl ement al unempl oyment benefitso under thi

c. I f we pay fAsuppl ement al unempl oyment benefi
the Maximum Aggregate Benefits Period shown in the Declarations, then we will waive any
remaining unpaid premium that would otherwise become due during the policy period.

7. Cancellation

After the end of the 3@ay review period described in Condition &bove, you may cancel this insurance
effective at any time before the end of the policy period shown in the Declarations. To do so, you must
notify us of your intent to cancel in writing, stating the date thereafter when the cancellation is to be
effecive.

We may cancel this insurance at any time, for any reason permitted by the law $fateuf we cancel,

we shall notify you of our cancellation in writing and will give you the minimum mandatory notice of the
cancellation required by the law ydur State

If you or we cancel pursuant to this Condition 6., we will send you any premium refund due. Any such
refund will be pro rata. The cancellation will be effective even if we have not made or offered a refund.

If you or we mail a notice of caellation, proof of mailing will be sufficient proof of notice.

8. Renewal

If you wish to renew this insurance, you must submit a completed renewal application to us. You must see
to it that we receive your renewal application no less than-fmey(45) days before the end of the policy
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period shown in the Declarations of this policy. The terms of, and premium for, a renewal policy will be
based on information you supply in your renewal application, and on our rates in effect at the time of
renewal If we renew, the renewal will be for a period of one year.
We will not renew this insurance if:
a. we do not receive your completed renewal application within the time required,;
b. we cease issuing this type of insurance to persons inSgatewith the same occupational or
industry category as you,
C. you or your job are located inStatein which we are not authorized to write this insurance at
the time the renewal would take place;
d. for any other reason you fail to meet the eligibility requirements for this insurance in effect at
the time the renewal would take place.

9. If We Do Not Renew

If you apply for renewal of this insurance, but we decide not to renew, then we Witirrdaliver to you,

at the address shown in the Declarations, written notice of our decision not less than thirty (30) days before
the end of the policy period shown in the Declarations. If such notice is mailed, proof of mailing will be
sufficient proofof notice.

10. Policy Period

The policy period of this policy begins at the date and time shown in the Declarations. Unless we agree in
writing to extend it, the policy period ends at the earlier of the following times:

a. the date and time showa the end of the policy period in the Declarations; or

b. if the policy is cancelled by you or by us, the effective date of that cancellation.

11. Representations

By accepting this policy, you warrant and represent that:
a. as of the beginninof the policy period shown in the Declarations, the information you gave to
usin your HAapplicationo for this insurance 1is
b. the statements in the Declarations are accurate and complete;
c.those statementsaretthseon representations you made to
d. we have issued this policy in reliance on those representations.

12. Updating Information

You must promptly notify us, in writing, of all changes in any of the following information shown in the
Declarations:

a. your Residence Address;

b. your Employer;

c. the industry in which you work; and

d. your Work Site Address.

13. Legal Action Against Us
Other than you, no person or organization has a right under this insurance:
a. to join us as a party or otherwise bring us into any suit, action, or proceeding against you;

b. to sue us on this insurance.

You cannotbring anaction against us to recover under this insurance:
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(1) until at least sixty (60) days after you have given us proof of the loss you seek to recover;

(2) more than one (1) year after you gave us, or should have given us, proof of the loss you seek
to recover; or
(3) until you have complied with all the applicable provisions of this policy.

14. Conforming to Statute

Any provision of this policy which, at the beginning of the policy period shown in the Declarations,
conflicts with an apptiable statute of th8tatein which you then reside is hereby amended to conform to
the minimum mandatory requirements of that statute.

15. Changes

This policy constitutes the complete contract of insurance between you and us, and contains all the
agreements between you and wus concerning the ins
amended or waived only by a written endorsement issued.by u

16. Transfer of Your Rights and Duties Under This Policy

Neither your rights nor your duties under this insurance may be transferred without our written consent.
SECTION Vi DEFINITIONS

1. AApplicationd includes al/l information you sub
connection with obtaining any endorsement or renewal of this policy, whether such information is submitted
in writing, orally, via the Internet, bylephone, through a broker or agent, or otherwise.

2. fFRudel empl oyment ¢ means employment that i s:

a. for wages

b. with one and only one employer;

c. without a fixed or implicit termination date; and

d. for at leat thirty (30) hours peweek.

Howevert,i mef elmipl oyment 0 does-empooymentncl ude any form

3. fRaret empl oyment 06 means any -enploymen, that s either:oy ment |,
a. fAseasonal employmento or
b. for less than thirty (30) luos per week.

4 . iSeasonal empl oyment 0o means any empl oyment:
a. that normally ends, stops, or is suspended (other than for your paid vacation), for any one or
more months of a typical year; or
b. in which you customarily perform your primary dstiguring only forty (40) or fewer weeks
in a typical year;
c. in which recurrent periods of unemployment are a normal or refgaiare; becausef any
seasonal, climatic, business, contractual, financial, scheduling, or other condition or circumstance
pertaining to you, your employer, or your empl

5. AShared Work programo means iastegdofdirgng & laying offd er wh
employees, reduce their hours and wages, with the affected employees receiving Siatéal
unemployment benefits to supplement their reduced wages.

6 . ASuppl ement al unempl oyment b eide aufider tthisdnsuragcea,n s t h
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calculated as described in SECTIONiIWHAT WE WILL PAY.

Special Endorsement [SU00-004 (07/16)

THIS ENDORSEMENT CHANGES THE POLICY.
PLEASE READ IT CAREFULLY

ASSIGNMENT OF BENEFIT ENDORSEMENT

With respect to coverage provided by this endorsement, the provisions of the Policy apply unless modified
by the endorsement. Words or phrases used in this endorsement that are bold have special meaning, as
defined in the PolicyThis endorsement modifiénsurance provided under the following:

SUPPLEMENTAL INVOLUNTARY UNEMPLOYMENT COMPENSATION POLICY

Assignee of Benefits

Name:

Address:

City, State &

Zip

Case #:

UnderSECTION llII'T WHAT WE WILL PAY, the paragraph is 4.e. is hereby deleted replaced with;

I f any ASuppl emental Unemployment Benefitsodo are p
Assignee of Benefits I|isted above. I f you die bef
Unempl oyment Benefits o pemon prootganizafion has qarrighe to redéiwe ot h e
ASuppl ement al Unempl oyment Benefitsodo under this i
Policy Number: Effective Date:

61



Special Endorsement SU05-00 (ED./12/16)

THIS ENDORSEMENT CHANGES THE POLICY. PLEASEEAD IT CAREFULLY.
SETTLEMENT CHANGE ENDORSEMENT
This endorsement modifies insurance provided under the following:

SUPPLEMENTAL INVOLUNTARY UNEMPLOYMENT COMPENSATION POLICY
COVERAGE FORM

SECTION IlIT WHAT WE WILL PAY, Paragraph 4s deleted andeplaced with:

4. For each week of involuntary unemployment to which thisinsuranceapgl and f or whi ch #fs
unempl oyment benefitso accrue, we will compute yo

a.We will first determine the kser of the following amounts:

(1) the weekly amount of your wages reported by you when you appligti$ policy, as shown in the
Declarations Page; or

(2) the weekly amount of wages derived from the State Wage Transcript, State Determinationtherm or

Stat® s

equivalent when you apply f@tateunemployment benefits.

b. We will then multiply that lesser amount by the Replacement Rate shown on the Declarations Page.

c.You are the only Insured under téns besefanse. att
underthis insurance, we will pay them to you. If you die before we have paid themiill pay those

Asuppl ememphbyment benefitsd to your nrgbttoeetewe No ot
Asuppl ememphbyment benefitsodo under this insurance

This endorsement does not change any other provision of the policy
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CHAPTER 10

Frequently Asked Question Attorney Guide

Note: The questions and answers provided herein relate togbheedSuppof® involuntaryunemployment
insurance program as is currently offered as of the date of publication. Future program changes could
impact the descriptions provided herein.

InsuredSupport@Marital Settlement Agreement Insurance Child Support and Alimonyl&mental
Involuntary Unemployment Insuranisedesigned to protect the interests of both the obligated and recipient
parties.

Notice: This is not the policy. The questions and answers provided herein are for the convenience of the
reader and are not the legal terms, conditions or exclusions of the InsuredSupport® MSAI IncomeAssure®

policy.

What is InsuredSupport® Marital Setthent Agreement Insuran¢efi MS 21 0 )

InsuredSupport®, also known as Marital Settlement Ageeent | n s u r ais anénsu(afich@ly o )
specifically designed to insureourt orcered child support and spousal supgmayments. The policy
benefits are trigered when the obligated partyecomes unemployed for covered causes; such as
involuntary termination, layoff, employer downsizing, employer relocation, employer going out of
businesslack of work,or employer lockoutMSAI is a new insurance innovationdresource designed

help family law professionals, the courts and government enforcement agemtiegtivalivorced parties

in preventing avoidablduture unemploymentaused delinquencieBor many yearsnsurance has been

a recognized method g@frotecting support paymenis terms of life and disability insurance, whiahe
currently used to protect the payment of child and spousal support within marital settlement agreements.
MSAI/IUI is designed to provide the same protections for unemploynieatieading cause of support
delinquencies.

Why is InsuredSupport® MSAI Needed?

The amount the obligated parsceives from the State in unemployment benefits is mirdjraad benefits

can be as fews 12 weeks in sonftates. State benefits aneever enugh for theobligated party to meet
both theircost of living and legal and financial obligatioatsthe same time. It only takes a very limited
amount of timeoff work before support payments fall behi@burt ordered support is awarded many
years and it i s aobbgatedpartyrbaconmesnempioyed, Bub Mmatter offi @ h e n 0 .
InsuredSupport® is designed to (1) provide a temporary financial bridge on behalbbfigated party
during qualifying periods of unemploymig (2) helps thebligated partymeet their legal and financial
obligations under a court decree and/or marital segttémgreement, and (3) provifieancial incone and
economic stabilityto the financially dependent recipierdrfy. Delinquent obligorsnay even have their
state unempl oyment benefits #Ainterceptedo and r
payments, leaving the obligated party virtually nothing. Insuring the obligation is the best choice.
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When and How Does It Pay?

If the insuredobligated partyqualifies and receivest&e unemployment benefits, the InsuredSupport®
MSAI policy, once vestedsix-months)makes the child and/or spousal support payments for up to 24
weeks per year. In other words, InsuredSupport® MSAI is supplemental unemployment insurance for a
very specific and important purpose. The policy has an isitkainonthcoverage vesting periodp it is
importantthat the obligated partgbtain InsuredSupport® MSAhsurance as soon as possilriethe

divorce procest begin the vesting period.

Who Isthe ObligatedParty?

The obligated partyis the person the court decree has made legally medpe for making the child and/
or gpousal support payments to the recipieantyn

Who is The Recipient Pafty

The recipient prty is the person who is legally entitled to receive the payment of child and/or spousal
support under the court decraed/or marital settlement agreement (custodisgdpouse, grandparent, or
legal guardian). bder InsuredSupport® MSAI, the recipierarfy becomes the stated beneficiary of the
policy benefits. The insurance company pays the policy benefits direttlgecipient @rty.

Who Can Purchase InsuredSupport® MBAI

The coverage can be purchased bysditiger the obligated or recipient party.either casehowever the
application for insurance is underwritten and based upon the informationaiflifpeted @urty.

Can InsuredSupport® MSAI Be Phasedon Existing Martial Settlement Agreements

Yes. InsuredSupport® MSAI can be purchased on existing court decrees and/or marital settlement
agreements. Coverage should also be incorporated into the terms of pemding divorces as soon as
possible.

Does the Obligated Party Have an Opportunity to Review the Coverage

Yes, the insured has a-8@y policy review period. If not satisfied, the purchasing party will receive a full
refund if cancellation is requestadthin the first 30 days. Cancellations after 30 days are calculated on a
prorate basis.

How Much Does InsuredSupport® MSAI Cost?

IUI rates are State regulated and are historically affordable. Weekly, monthly and quarterly payment plans
also improve the affordability as weRatescanstart as low as $2.88 per week. The rates are calculated

upon theobligated part§ ;91) Sate jursdiction of employment(2) occupation ategory, (3) 24 weeks of

benefits, and (4) the amount of theéb | i g a t enadnthlp @bligatipnd sThe obl i gated part
of annual gross income is required, not for rating purposes, but for minimum ingaiiécation. The

insurance ras are not impacted by how much the obligated party gither party can agree to pay the

premium for the coverage.
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How Long Is the Coverage For?

The intent of the coverage is to provide benefits for the full, rpalirterm of the court order. The policy
is purchased and renewed annuallihe purchaser is notified of the renewaldy/s before the renewal
date.Renewal is at the discretion of the insurer.

How Daes a ClienObtain a Quote?

Client due diligence, quoting, application and policy issuance is all done on lirie DFitaY 0 u r $asis f 0

at  www.insuredsupport.com www.maritalselementinsurance.com directly  through the
GAIC/SterlingRisk Quoter Box resident on these sites. Either party can obficga guote onlineTo

purchase a policy, the applicant clicksfod PPLY NOWO . Up o n cam pepdowmloaddd, t he
and printecbnline. If the applicanheed assistance, theies a fiLi ve Chat o atei st ant
screenorthe applicant canall 888593-8752 for aSterlingRiskcustomer service representative.

Why Applicants are Encouraged to Work with an Attorney When Insuring Wsital Settement
Agreement?

The advantage of having an attorrraft the terms and conditions of MSAI/IUI into an existing or new
marital settlement agreement relates to theréuenforceability and maintaining of coverage. As the
coverage benefits the obligated party as much ase# the recipient party, future renewal of coverage is

not perceived to be an issue, however, in the event the obligated party fails to renewecakiersegms

and conditions of the agreement become germane to resolution. Parties who purchase coverage outside the
scope of an at t oegmthegrfosceanilidyrofrengval andl tely $olely upan the good faith

of the purchasingparty.

CanCoverage Go Beyond the State Unemployment Benefits?

Yes.State unemployment benefit terms range from 12 weeks of benefits up to 26 weeks, depethéing on
state in whichthe obligated partyis employed. All InsuredSupport® MSAI coverage &utomatically
written for 24 weeks of benefits. If thobligated partyivesin a Statewith only 12 weeks oStatebenefits,

the InsuredSupport® MSAI policy would continue to pay benefits untdltigated partyvas reemployed

not to exceed 24 weeks of benefits. You will note when getting a quote ,ahliethe Quoter Box
automatically selgts 24weeks of benefits for all applicants regardless oftagein which they work

What Should an Applicant Do if They ReceiveNdt E| i gi bl eo Notice While App

If a clientreceivsa fiNot E | i g ithbid sereenthey ¢am wuse¢he lave Chat feature and a
SterlingRisk representative will view theipplication and help determine what inputted information may
be causing theproblem. If the clientstill need assistance to clear up the mattirey cancall the
SterlingRiskinsurance assistance toll free number 888-593-8752.

What Are the Employment Rearnirents for the Obligated Pattiy Be Eligible for InsiredSupport® MSAI
Coverage?

1. Full time, W2 wageearner employee.

2. Working more than 30 hours per week (Not part time).

3. Working for one employevho has 20 or more employees

4. With no know, pending, or fixed termination date knowledge or notice, as of the date of application for
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coverage.
5. Not employed in a seasonal capacity.

6. Not selfemployed.

7. Earning the Minimum Annual Wage or more below

What is the Minimum Annual Wage for thtigligated partyto Qualify for InsuredSupport®overage?

The obligated partynust earn at least the minimum annual wage, or more, as set forth in the chart below
to qualify for coveragewages of the obligor do not affect the coverage dds. minimum annuajross

wage requirement varies [State

Alabama: $20,000

Kentucky: $20,000

North Dakota: $20,000

Alaska: Coverage Not Available

Louisiana: $20,000

Ohio: $20,000

Arizona: $20,000

Maine: $20,000

Oklahoma: $20,000

Arkansas: $20,000

Maryland: $20,000

Oregon: $20,000

California: $20,000

Massachusetts: $20,000

Pennsylvania: $20,000

Colorado: $20,000

Michigan: $20,000

Rhode Island: $20,000

Connecticut: $20,000

Minnesota: $20,000

South Carolina: $20,000

Delaware: $20,000

Mississippi: $20,000

South Dakota: $20,000

Florida: $20,000

Missouri: $20,000

Tennessee: $20,000

Georgia: $20,000

Montana: $20,000

Texas: $20,000

Hawaii: Coverage Not Available

Nebraska: $20,000

Utah: $20,000

Idaho: $20,000

Nevada: $20,000

Vermont: $20,000

lllinois: $20,000 New Hampshire: $20,000 Virginia: $20,000
Indiana: $20,000 New Jersey: $20,000 Washington: $20,000
lowa: $20,000 New Mexico: $20,000 West Virginia: $20,000

Kansas: $20,000

New York: $20,000

Wisconsin: $20,000

North Carolina: $20,000

Wyoming: $20,000

What Is the Mandatory Vesting Peridbd

There is a mandatory vesting period of 6 months from the date the policy is issued before coverage benefits
become effective. There is no vesting period in any rengeas. 6 Month Eligibility Vesting Period.

(Applies to he first year of coverage onlyf) is recommended that the policy be purchased as soon as
possible in the divorce process to start the vesting period.

What is the Minimum Annual InsuredSupport® Prenfium

InsuredSupport® MSAI rates are very affordable and start as low as $100 pevhjelris the minimum
annual premium for InsuredSupport® coveragdients can receive a free quotation dme.
www.insuredsupport.com

What is the Minimum Monthly Benéfit

The minimum monthly benefit allowed is $433.00 per month or more for either supldort, spousal
support or both combinedhe client canstill purchase the $433.00 amount, evethd support award
amount is less. The policy will pay the $433.00. Simply enter in $433.00 in the Quoter Box.

What is the Maximum Monthly Ben@fit

Themaximum monthly benefit, for both child and/or spousal support combined is $9,006x.@0e total
of child, spousal, medical, dental and tuition obligations under the agreement.)
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What is the Maximum Annual Benefit Pefiod

The maximum total number of befits for each qualifying period of unemployment is 24 weeks of benefits
per calendar year.

How are InsuredSupport® MSAI Rates Determihed

Rates are determined by a combinatiors@feralfactors. These factors include (i) tBeatewhere the

obligatal partyworks, (ii) the industry of theempleyr , (i i i ) t $ia@nua salary apé (tvighe p ar t
combined total amount of the monthly child/spousal support paym@mtiiding medical, dental and

tuition obligations.)

What are the Conditions éfnemployment Tha¥ly Client Must Meeto Qualify for an InsuredSuppor®
Benefits Clairfa

The ObligatedParty must:

1. First, file for State unemployment benefits.

. Be eligible to receive State unemployment benefits.

. Actually receive 2 weeks pliymens of State benefits.

. The unemployment event was not voluntary.

. Theobligated partywas a fulltime W-2 employee.

. Theobligated partydid not voluntarily quit.

. Theobligated partyvas not unemployed when applying.

. Theobligated pay did not have prior written or oral notice of impending job loss within the first 6
months of purchasing the InsuredSupport® MSAI coverage, or should have known that job loss was
impending, at the time of purchasing InsuredSupport® benefits.

9. The unenployment was not caused by strike, labor dispute, or collective bargaining job actions which
are periods of unemployment NOT covered under the MSAI policy.

10. InsuredSupport® MSAI works in conjunction wigateunemployment benefits. The obligated party
must receive two weeks of benefits under an appr@tateclaim in order to trigger InsuredSupport®
IncomeAssure® supplemental unemployment benefits under the InsuredSupport® policy.

co~NO O WN

How Long Will the Obligate®arty ReceivénsuredSupport® Benefits Aft@laim Eligibility?

InsuredSupport® MSAI will provide up to 24 weeks of benefits per,yaauntil the obligated party is no
longer eligible for State unemployment benefits, (i.e. reemployed) whichever isatttergeriod There

is a mandatory elimination (waiting) period of two weeks for any new claim. InsuredSupport® MSAI does
not pay benefits after 24 weeks, in any one year.

Does My Client Have to Pay Premium When Receiving Claim Payments for Unemgbloyment

If the clientselected the monthlor quarterly payment options, th@iremiumpayment iswvaived during
periods ofgualifyingunemployment.
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How Frequently Does the InsuredSupport® Policy Réhew

The InsuredSupport® IncomeAssure® policy is writtendioeyearterms and is renewable annuallyhe
insuredwill be notified each gar of the renewal requirements.

| Would Like MoreCoverage or Policynformationfor My Client,Who Should | cafl

If the www.insuredsupport.corwebsite or the downloadabldocuments contained in the Documents
Section Taltherein,do notanswer aluestions, and yoaor your clientwould like to speak to SterlingRisk
Customer Service Represative regarding an application, underwriting, coverage argi&mium cost,
on behalf of your clientyou may call theSterlingRiskinsuredSupport® CUSTOMER SERVICE DESK
AT 8885938752

Who Do AttorneyBar AssociationsDivorce Support Professionals, t@®urts and Government Support
AgencieLontactfor Information on the InsuredSupport® Prograot to Arrangefor Presentations and
Speaking Engagemenfts

InsuredSupport® MSAI is exclusively marketiedthe legal community in the U.S. and Canbg&izian
& Associates LLECritical Period Insurance, Inend their authorizethdependenBtaterepresentatives.
Interested partiemay contact them dbfo@insuredsupport.com Zizian & Associates LLC Critical
Period Insurance, Incl205 Pacific Highwg, Suite 401 San Diego CA 921619-236-0569 (9:00 AM to
5:00 PM) PST

info@insuredsupport.comww.insuredsupport.com

RichardZizian@insuredsupport.covlichaelStevenson@insuredsupport.com

Why Should Attorneys Reqister Their Firm Orffine

We frequently publish newsletters and updateshe program. By registering orginyou oryour firm
will have optedn to receivemportant information as it is published

Who Underwrites, Administers and Mark#ie InsuredSupport® MSAI Progr&m

(1) InsuredSupport® MSAI IncomeAssure® is underwrittan Great American Insurandc@ompany,
rated AA+0 (Superior Mayd¥2 Al eM). . BeGrne dtl asdme raif d a m mre
(Excellent) or better by A. M. Best for over 100
500 top manarfcaocompanes

(2) SterlingRisk (i) interactsas the sales entity with all consume(8) administers allconsumer
applications, underwriting angolicy issuanceiii) collects and refunds all policy premiums, (iv)
administers altlaimsandclaim paynents, and (Vs thelicensedentityin all jurisdictions where MSAI
is offered. Sterling is the recipient of all consumer information and premiums transacted through the
insuredsupport.com informatigrortal quoting system.

(3) Zizian & Associates LLC, the developer of InsuredSupport® MSAInd its affiliated marketing
companyCritical Period Insurance, Inc., are responsibl®r distributing information to and educating
the legal community, divorce support professionals, bar associations, the cougsvangment
agenciesin thecontinentall.S. and Canadavith regards to the online portaldirectly and through
Statéprovincial independent marketing representatiuiizing social mediaindustry associations,
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trade shows and conventionkhey alsoof f er continuing education of
Principles of I nsuring Marital Settl ement Agreer

Notices: (i) Any premium rates showiilustrated or appearing on any documents or web site @ogal

for quoting puposes only and are not an offer of coverdigeFinal premium rates will be determined

by the insurance compamyd its administratoand are based on individual circumstan¢€i&$. Final
premium rates may differ fromugted premium rateas a result ounderwriting (iv) Although the
insurer strives to have systenguoting serviceautomatically produce accurate quotes, occasional
guoting errors may occu(v) The insurance company reserves the right to modify rates during the
policy termor any renewal periodased upon actuarial dafgi) The insurance product description is
summarized. Refer to the actual policy declarations and policy form for a complete description of all
applicable terms, conditions, limits and exclusidui) Theinsurance product may not beadlable in

all jurisdictions. (viii) The information presentexhd appearingnany of the program web site portals,
including but not limited to

www.insuredsupport.com

www.maritalsettlementinsurance.com

www.incomeassure.com

arenot intended as a solicitation or offer to sell any insurance product in any jurisdiction in wttich s
solicitation or offer, or any sale or purchase of the described insurance product would be unlawful under
the insurance laws and regulations of such jurisdicti@h All personal information entered into the
portal quoting system by the consumer idirect communication between the insurer, administrator
and consumer only. (x) Zizian & Associates/Critical Period Insurance are not parties to the information
and thg do not store such informati@g8ee the Privacy Statements)
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Aboutthe Author

Richard Zizian JD is areatorof i eratthr opi c0 sol uti on
you will not find in a Googleearch. He coined theord midway

through his career when he realized that almost every insurance,

risk management or financial solution he developed, was not only

for entrepreneurial business purposed, disb had a important

social or e nitfi o rowmpmiadiropicageittpia vy

Advancing new technology, environmental solutions and helping
protect the average working Amer i
wereallapar t o f créative missiod 0 s

For more than 40 year s, Ri chardés insuranand and f
published inworldwide medig including but not limited toABC, CBS, NBC, TD Ameritrade, Yahoo

Finance, Forbes Magazine, New York Times, Washingtom, Ros Angeles Times, California Journal,

Tokyo Times, KABC TV, San Jose Mercury News, Orange County Register, Insurance Journal, A.M. Best
Magazine, National Underwriter, Security Systems News, The Fire Journal, San Diego Business Journal,
San Diego Metpolitan Magazine, The Ohio Underwriter, The Claims Reporter, Be&ales Magazine,

Recycling News Ohi o Womends Bar Associati on, AQoatmai can A
Costa BarNevada Bar Association CEB, KLI&E70News, WBAR820 News SanDiego Bar.

His more notable creative solutionsn c | ude (i) Muni ci pal Homeowner ds |
of the homeowner 06s i nsur awithdeleagueredinudgemmhelpfond palice n s or i n
and fire services; (ii) Private Semeateral Insurance sponsored by municipalities to their homeowners to
replace defective residential sewer lines that were causing sanitary sewer spills and overflows into our
natio n @aeans, bays, lakes, and rivers; (iii) insuring stétthe-art, newtechnology power transmission

lines to improveand double the capacity tife worldwide powetransmissiorgrid; (iv) creating the first
2.0-megawatt wind turbine mechanical breakdown insurangeragewvhich facilitated the wind industry

in the U.S.; (vi) insuring revolutionary vehicle brakes that never wear out, and (v) his most prized
achievement, critical period unemployment insurance covering child support, alimony, private school and

day care tuitio, and tenant/lessee rent payments agaimstuntaryunemployment of thiasured.

Richard is a graduate of California State Polytechnic University and La Verne University College of Law
He also has a State of California collegiate teaching credentsad and insurance.

He is very active ircivic service in the San Diego area and donates a significant amount of time to the
betterment of his community.
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If you are reading this text as part of a continuing education of the bar program foc@lB, please
follow the instructions below

Course Survey
Continuing Education of the Bar Subject Survey

If this text has been approved in your state for continethgcation crediyou may be able toeceive 2
hours of CEBcredit,please complete the following Subject Matter Suraeg forward to:

To: CEB MSAI/IUI
By Mail: Zizian & Associates LLC, 1205 Pacific Highway, Suite 401 San Diego CA 92101
By Email: RichardZizian@insuredsupport.cdflease attach a scanned copy of your survey)

How does the advent of 8Al/IUI impact your practice and do you perceive it as being of value to divorce
stakeholders®obligors, recipients,attorneys, financial planners, theurts and enforcement agencies, or
others)
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