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ABSTRACT 

This research project was embarked on to redress the apparent 
lack of awareness, in most quarters, of ':·lhat life assurance ~s. 

Its ma~n objective, therefore, was to investigate into the 
operations of, and document, the life assurance industry in Kenya 
today. 

The pr~mary information for the research was collected, 
using the questionnaire and interview methods, from executives in 
the life departments of the 9 companies sampled from a total 
population of 19 companies currently writing life assurance in 
Kenya. Whereas the findings cannot categorically be said to be 
the practices obtaining in Kenya, they can, however, be 
justifiably used as pointers and suggestions about the practice of 
life assurance in this country. 

Secondary inforw4tion gathered shows that the life assurance 
industry in Kenya consists of 19 insurance companies - none of which 
is a pure life office. Except for two companies which operate 
"closed funds", all the companies write new business. On the ;narket 
too are numerous agents representing these insurance con~anies. 
About 26 brokers are licensed to operate, but these do minimaL life 
business except i~ the group and pens1ons lines. There are two 
reassurers conducting business in the country. They, however, 
handle only 30 per cent of this country's reassurance business -
the rest ~s placed on foreign markets. 

The findings show that the whole range of life assurances 
(group life, individual life, credit life, industrial life, 
annuities, endowments, and pensions) are offered by the insurance 
companies to their clients. Group, individual life~ and pensions 



seem to be the major· lines. Industria l life is written by only 

one company in the country, whereas credit life is offered by 

only a few companies. Other services, including policy loans, 

mortgage loans, participation in profits, and insurance advice 

are offered to clients. 

The findings also show that before the assurers underwrite 

a risk, they have to get ITaterial information about the proposer. 

This information is obtained by use of proposal forms, agent's 

report and the medical examiner's report. Several underwriting 

factors are used in the selection of the risks and these include 

occupation, interes.ts, family medical history and previous 

assurance history, among many others. These factors are also 

used in computing the premiums to be charged. 

The Government controls the industry through the Kenya 

Reinsurance Corporation and the Insurance Companies Act. This \---------- ,._...;.----... 

situation will change with the establishment of the Commissioner 

of Insurance's office . ~hen the Insurance Act, 1984, comes into 

operation. The Government has also participated actively in the 

industry through the setting up of such state Corporations as 

Kenya National Assurance, Minet-ICDC and Kenya Reinsurance 

Corporation. 

, · Finally, the findings of this study suggest that the chief 

problem facing the industry is the lack of knm-1ledge among most 

Kenyans about life assurance. Recommendations to correct this 

.. 
situation include the introduction of insurance as a subject on 

the curriculum of schools and colleges; and a more spirited effort, 

by both the Government and Insurance Companies, to publicize 

insurance in t!1e country. 
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CH..A.PTER 1 

INTRODUCTION 

1.1 BACKGROUND 

1. 

2. 

3. 

Security and protection against losses or contingencies, 

based on the principle of mutual co-operation, have existed 

in most societies since the early days- oi' civilization. 

Various forms of insurance have evolved over time to serve 

as some of the principal means of providing such protection 

and security. Chief among these forms of insurance is life 

assurance which takes care of risks associated ¥ith human 

life. 

Life assurance, as it is known today, is not an 

exactly recent development. It has been in existence ~n 

1 
Britain for more than four hundred years. In Kenya, 

however, it is a · fairly new phenomenon, having been around 

2 
for just about half a century. Inspite of this, life 

assurance in Kenya, as elsewhere in the wor1d,
3 continues 

to play an increasingly prominent role in the economic and 

soc.ia1 system. 

A few figures vouch for this. In 1981, there were 

169,966 life assurance policies and 18,280 annuities in 

Raynes, H •. E. 

Khamala, J. N. 

Dinsdale, W. A. 

A History of British Insurance, London, Sir 
Isaac Pitman & Sons Ltd., 1964, pp 113 
The Origin and Growth of Modern Insurance 
in Kenya, Nairobi University, Unpublished 
Independent Research Pape~, 1985, pp 6 
Elements of Insurance, London, Sir Isaac 
Pitman & Sons Ltd., 1973, pp vii 
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force in Kenya with a total sum assured of K£2,041.682M. Were 

they to be paid off, they would have made up about 69.41 per 

cent of the Gross National Product. Life assurance assets 

~n the same year totalled K£107.ll3M. Loans and advances 

by life assurance companies to both the public and private 

sectors stood at K£19.403M and total life· income was ~n excess 

of K£27.784M. 4 
This performance, ~nan economy with a Gross 

National Product of K£2, 941. 450M, w·as not a small achievement. 

As its name implies, life assurance is insurance on the 

life of a person, and, unlike in other forms of insurance, 

the event insured against in life assurance (death and 

superannuation) .~is bound to happen, hence the term assurance. 

Because of this, life assurance contracts tend to be more 

definite and longer-term than in other forms of insurance. 

These unique characteristics make life assurance ideal for the 

fulfilment of various other roles in society. 

To begin with the vast aggregation of small sums from 

the numerous premium collections provides a fund that is an 

important source of finance for noc only the private sector 

but also the public sector. Indeed, whenever the Government 

floats afl.y stocks or bonds, it has also to look to insurance 

companies as some of the principal purchasers of these financial 
,' . 5 
~nstruments. 

4. Central Bureau of Statistics, Statistical Abstract, 1984, 
pp 164-8 

5. As per D. NdegWa, then Governor of the Central Bank of 
Kenya, in an address to the Sixth African Insurance 
Conference held in ·Nairobi in June 1978. 
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It is the life fund of these insurance companies that i::; l argely 

.-\ 

utilized in such purchases. 

Life assu.rance provides protection against contingencies 

to human life and one's ability to earn income - the most 

important assets any individual , or nation can have.
6 It ~s 

also a means of creating an estate for one's dependants. There 

is no other legal method, apart from life ass·urance, whereby 

. . d" 7 one can establ1sh an 1mme 1ate estate. 

Proceeds from life policies can be used as an estate 

clearance fund, income for the bereaved family, disability 

income, medical expenses, and for the protection of a business 

in which the deceased was a partner 
8 

or key-man. Life assurance 

also enhances the credit-worthiness of 
9 

one, and it has tax 

implications that are favourable to the policyholder.
10 

Together with other institutions like savings banks and 

co-operative savings and credit societies, life assurance 

promotes the attribute of thrift among individuals essential 

for the continued development of any nation. This savings 

element is more stressed in life assurance than other savings 

institutions which normally allow the depositor to withdraw 

all or nearly all the funds after giving notice, with the result 

that the*resolution to save over a long period may be broken 

when the depositor for one reason or another finds it necessary 

. hd h d . d 11 
to w1t raw t e amount epos1te • 

6. Schultz, T. W. "Investment in Human Capital" . The Americ·.::m Economic 
Review, Vol.Ll No. l (March 1961 pp 2-3) 

7. Vaughan, E. Fundamentals of Risk and Insurance, New York, 
John Wiley & Sons Ltd., 1982, pp 179 

8. Gregg, D. W. and Lucas, V. B. Life and Health Insurance Handbook, 
Homewood Illinois, Richard D. Invin, Inc., 1973, pp 27-8 

9. Ibid . 

10. The Income Tax Act, S.33 ot Cap 470 of the Laws of .kenya . 

ll. Huebner, S.S. and Black, K. Life Insurance, Englewood Cliffs, 
New Jersey, Prentice-Hall Iric., 1982, pp 34-7 
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In addition, life .assurance promotes peace of mind and 

f 1 . h • d 12 . h reedom from worry among po LCY OL ers. T ey are con-

fident that should "anything" happen to them, their dependants 

will be well taken care of. This enables people to spend 

their resources (energy, time, money, mi~ds, etc.) elsewhere 

instead of trying to "put something by for the rainy day." 

Finally, life assurance provides employment opportunities, 

and the resultant benefits, to hundreds of people. 

The foregoing discussion, although not exhaustive, however, 

clearly highlights the advantages of life assurance not only to 

the policyholder but also to the community as a whole. Indeed, 

the value of life assurance as an agency for increasing the 

individual's sense of responsibility, and for relieving the 

community of much needless expense in supporting members of 

destitute familities, has beer- recognized for years by govern­

ments of all civilized countries.
13 

State-run insurance 

14 
programmes and pens~on schemes are an indication of this 

recognition. 

All the functions and benefits of life assurance are 

dependent upon one important assumption - that as and when 

the assured event occurs, the life office (assurer) will 

12. Ibid 
13. Huebner~ S. S~ and Black, K. Op Cit pp 38 
14. Examples include the National Social Security Fund 

(NSSF) and the National Hospital Insurance Fund 
(NHIF) in Ke~ya today. 

.. • 
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honour Lts obligations. ' Some indications, however, show 
..... 

that this is not always the case· and thus some policyholders 

end up being disillusioned. This sets in motion a chain of 

reactions that foster mistrust, unfavourable word of mouth, 

and misunderstanding among the general public about what 

life assurance ~n particular, and insurance in general, . 

entails. 

1.2 STATE~ffiNT OF THE PROBLEM 

To most people in Kenya today, the term life assurance 

brings to mind impressions of fast-talking salesmen bent on 

convincing one into buying an ~nsurance policy against one's 

better judgement; a phenomenon that keeps "eating" into 

one's income through ·premium payments; tricky insurance 

companies that do not honour their obligations when one 

lodges a claim; or one of a whole range of other unfavourable 

impressions usually brought about by some unfortunate past 

dealings tv-ith an insurance company, or negative word of mouth. 

It can hardly be disputed that the society stands to 

benefit from increased usage of life assurance. But as things 

are today the vast majority of people in Kenya neither know 

and undecstand what life assurance is, nor appreciate its ' 
• 

social and economic importance. It has been postulated that 

the semi-literate nature of the general populace of Kenya 

·' 
coupled with poor marketing of life assurance are to blame 

for this state of affairs. It has been argued that there is 

a general lack of exposure of members of the public to life 

assurance. The problem that is being investigated in this 

research project therefore is: 
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"\<.That life assurance practices eX'ist ~n Kenya today?" 

This problem generates five subquestions:-

1. What constitutes the life assurance industry 

in Kenya? 

2. Wnat services are offered by the industry to 

clients? 

3. How are these services marketed? 

4. \Vhat are the unresolved problems ~n the 

industry and what can be done about them? and 

5. What role has the Government played in life 

assurance in Kenya? 

1. 3 SCOPE O"F THE PROBLEN 

This study is basically an investigation into, and 

documentation of current life assurance pJ:actices in Kenya. 

No historical analysis of the said practices has been 

attempted. Instead specific areas that have been 

investigated include:-

1. The composition of the life assurance industry, 

2. Types of assurances and other services offered 

to members of the public 

3. Factors determining premiums charged; _ 

4. Marketing of life assurance 
·, 

5. Underwriting considerations 

6. Loss settlement considerations; and 

7. Reassurance. 

This study was confined to insurance companies 

underwriting life business in Kenya as at January lst, 

1985 as the population of interest. For the purposes of 

this study, the term 11Life Assurance" was taken to 
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mean industrial life, group life, individual life, 

endowments and annuitieso 

1.4 OBJECTIVES k~D IMPORTk~CE OF THE STUDY 

The main objective of this study ~s to investigate 

into the operations of, and document, the life assurance 

industry in Kenya today. 

Inspite of playing an important financial role in 

the economy and featuring prominently in recently enacted 

1 . 1 . 15 1. 1 . eg~s at~ons, very ~tt e ~s known and has been written 

about life assurance practices in Kenya. It is with the 

aim of redressing this situation that this study has been 

attempted, The findings of this study are expected to not 

only help in filling part of the void that exists in this 

country as regards research and publications on insurance, 

.but also to stimulate discussion in the academic field and 

provide a fertile ground upon which further reseatch could 

be based. 

Life assurance compan~es are expected to find this 

study useful in its suggestions about those areas of their 

operations that do not live up to expectations. The Govern­

ment's legislative body and the envisaged Office of the 

Commissioner of Insurance will find the results of this study 

useful in its suggestions as far as participation, regulation 

and control of the life assurance industry is concerned. 

The findings of this study are also expected to help 

put life assuran~e ~n proper perspective in the minds of 

the members of the public. The study will provide a much 

15# The Insurance .Act, 1984 (yet to co~ence) 
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needed exposure to· life assurance that members of the public 

have hitherto missed. It will help policyholders and 

potential policyholders to know what exactly to expect in 

their dealings with the life assurance industry in this 

country. 

1. 5 REVIEW OF RELATED RESEARCH 

The past fifty years have witnessed a lot being written 

on life assurance the world over. Surprisingly very little 

research has been conducted in this field not only in Kenya, 

but in Africa as a whole. Guya (1976) conducted a study 

on the life expectancy in use in actuarial tables in Kenya. 

Its findings revealed this country's dire need for actuaries 

and construction of life tables based on actual mortality 

experiences in Kenya. In the absence of these, life assurance 

companies have been left with no alternative ~ut to use 

adjusted foreign (British and American) mortality experience 

in calculating premium rat.es to be applied in this country. 

Several research studies, in the process of investigating 

into the much wider subject of insurance, have inevitably 

touched on oRe aspect or another of life assurance. Byamugisha 

(1973) . researched and wrote on insurance law in East Africa. 

Tsuma (1975) studied insurable interest and the principle of 

indenmi ty law and practice. Iruk~Ju (1977) conducted a study on 

_ ~nsurance management in Africa. Although Irukwu's study appears 

to be methodologically sound, his findings relate more to 

Nigeria and West Africa than to other parts of Africa. Ayugi 

(1980) surveyed the doctrines of indemnity and subrogation in 

~nsurance contracts, and, like oost of the studies mentioned 
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above, the findings of his s tudy cealt with life assurance 
very superficially. 

Many other papers and research studies have been 
written on several aspects of ~nsurance. Very few of them, 
however, have touched on life assurance even in · passing. 
Indeed, a diligent search for the available research works 
has revealed none that has been conducted on life assurance 
practices be it in this, or any other African, coun~ry. 

1.6 DEFINITION OF SOME OF THE TERMS USED IN THIS PAPER 

Unless stated otherwise, the following terms, as used 
in this paper, wi~l carry the corresponding meanings 
assigned hereunder. 

1. Assurance: Insurance effected on the life of a 

person or a group of persons. The 

assured, then, is the person taking out 

the assurance; the assurer is the company 

providing the assurance protection; and 

the sum assured will refer to the face 

amount or face value of the policy, that 

# i~, the lli~ount the assurer promises to 

pay upon the happening of the assured 

contingency. The sum assured spells out 

the limit of the assurer's liability under 

the policy. 

2. Cash Value Cash Surrender Value, or Surrender Value: The ' 
value the policy acquires afcer being in 

force for two or three years. It is the 



3. Insurance: 

4. Mature: 

10 
,..;; 

amount the assured gets if he 

elects to surrender the policy. 

It is actuarially established, 

but usually, it will be less 

than the total amount of premiums 

paid .by the assured. 

The protection given to an 

individual or organization against 

monetary losses suffered, arising 

f f . 16 out o un oreseen c1rcumstances. 

It is a social device which combines .. 
the risks of invidivuals into a 

group, using funds contributed by 

members of the group to pay for 

losses. 17 

A policy is mature when the face 

amount of the policy is payable. 

Thus a 20-Year Endowment is mature 

at the end of 20 years, the endow-

ment at age 65 is mature at that 

age, and a m1ole life policy 1S 

mature at age 100.
18 

16. The Standard, Wednesday 25, April 1984, pp 17 17. Waweru, M. "Risk and Insurance" B. Corn 11 
class handout, 1980, pp 51 

18. Vaughan, pp 207 



5. Operations: 

6. Paid-Up-Policy: 

7. Peril: 

8. Policy: 

9. Reassurance: · 

11 

Used synonymously with practices to mean 

the doing or performing of practical 

1 19 h . h . 1 assurance worK, t at 1s, t e pract1ca 

application of assurance principles in the 

day to day conduct of life assurance 

business involving proposals, underwriting, 

reassurance and general transaction of 

life assurance. 

A policy is paid up when there are no further 

prem1ums due on it, and the reserve is 

sufficient, together with the interest on it, 

to pay all future claims under the policy. 20 

The event that causes a loss, for example, 

death. It is ·a contingency or fortuitous event, 

which may be covered or excluded by a policy of 
21 assurance. 

The document that evidences the assurance agree-

ment, or contract, between the assured and the 

assurer. 

This is assurance for assurers. It is a device 

whereby an assurance company may avoid a 
,.,. 

catastrophic hazard in the operation of the 

assurance mechanism by ceding or transferring 

part. of the risk to a reassurer. 

19, Adapted from Webster's Third New International Dictionary, 
1976 Edition 

20. Vaughan, Ibid 
21. Dinsdale, Op Cit pp .223 
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10. Rider: 

11. Risk: 

12. Risk Management: 

13. Underwrite: 

12 

A document which amends the 

policy. It may increase or 

decrease benefits, waive a 

condition or coverage, or in 

any other way amend the 

original contract. 

Used . in the abstract to 

indicate a condition of the 

real world in which there is 

a possibility of loss. From 

the assurer's point . of view, 

it is taken to mean the person 

assured or the peril assured 

against. 

A scientific approach to the 

problem of dealing ~v-i th the pure 

risks that face an individual or 

organization in which inscrance 

(and assurance) is viewed as 

simply one of the various approaches 

to dealing with such risks. 

The process by which the assurance 

co~any determines whether or not 

and on what basis it will accept 

an application for insurance. 



CHAPTER 2 

THEORETICAL FR.Al.'1EWOR..TZ AND LITERATURE REVIEW 

2.1 THE NATURE OF LIFE ASSUR&~CE 

2.1.1 :rTs MEANING AND PURPOSE 

Life assurance at the present time is a complex system 

inspite of being the most straightforward and simplest type 

of insurance. -
22 

It has as its basis the paymen4 by assurance 

offices and underwriters of specified sums of money (sums 

assured) upon the happening of contingencies upon human life 

in return for rela tively small amounts of money received in 
. . 23 the meantime, terned prem~ums. These contingencies, or 

rather, risks that face the individual or family are numerous 

and varied, and they create untold m~ser~es ~o1hen they do 

occur. Excluding unemplo~ent, the threats to an individual's 

or family's earning power are fourfold and they revolve around 

the bread-winner. They include (1) Premature · death, (2) disability 

caused by disease or accident, (3) old age and forced retirement~ 
. 24 · and (4) living so long that one's financial assets are exhausted. 

It is the pri~ry purpose of life assurance to safeguard th.e 

individual or family against these misfortunes. 

. .. ·· 

·22.. Vaughan, E. J. Fundamentals of Risk and Insurance, New York, 
John Wiley & Sons, 1982, pp 179 

23. New, L. J. Lifi Assurance from Proposal to Policy, London, 
Sir Isaac Pitman & Sons Ltd., 1968, pp 1 

24. Dorfman, M. s. Introduction to Insurance, Englewood, 
Cliffs, New Jersey, Prentice-Hall Inc., 1982, pp 231 
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26. 

27. 

15 

Most insurance texts point out, as the first principle of 

risk management, that the probability of a loss occuring or 

not occuring is less important than the financial b1.~rden it 

would impose. 25 It follows from this principle that people 

should protect against the most important risks first, and for 

the family unit, the most important risk is that of loss of 

income. Thus, well ordered insurance prograrmnes begin with the 

protection of income. It is foolhardy to protect the property 

a person owns while neglecting to protect the asset that 

produces that property. The most important asset an individual 

has is the ability to earn income. This underlines the 

importance of life assur~nce as the starting point in insurance. 

With this in mind, life assurance from the individual's 

point of view can be ' taken to mean a contract whereby, for a 

stipulated consideration (premium), one party (the assurer) 

agrees to pay the other (the assured or a beneficiary), a 

defined amount upon occurrence of death, disability, or other 

specified contingency. From the standpoint of the community, 

life assurance is a social device for making accumulations to 

meet uncertain, losses resulting from. premature death or ·' 

disability, which is carried out by the transfer of the risks 

26 of many individuals to one person or a group of persons. 

Thus, as Dawson puts it, "There is nothing more uncertain as 

·27 life and nothing more certain than life assurance." 

Vaughan, Op Cit, pp 179 
Willet, A. H. The Economic Theory of Risk and Insurance, 
Philadelphia, University of Pennsylvania Press, 1951, pp 72 
Dawson, M. M. The Business of Life Insurance, New York, 
A. S. Barnes, 1911, pp 4 
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The essence of life assurance, therefore, is to replace, 

for the assured; the uncertainty of loss resulting from 

the numerous perils that face him, with the certainty 

of receiving payment from the assurance office should 

loss occur to him. 

THE UNDERLYING PRINCIPLES OF LIFE ASSURANCE 

Like other insurance arrangements; life assurance is 

a risk-pooling plan - an economic device through which a 

risk is transferred from the individual to the group. But 

although all forms of insurance are alike in that they 

require for their successful' operation a combination of many 

risks into a group, they are vitally different as regards 

'the nature of the perils covered. In these, life is 

distinguished from the other forms of insurance by the fact 

that Ln the latter, the contingency insured against may or 

may not happen, and, in the majority of cases, does not 

happen. In life assurance, the event against which protection 

is granted - death, old age or retirement - is an uncertainty 

or is unlikely for one year, but each year the probability of 

loss increases until it becomes a certainty. On top of 

providing protection to the assured against the risk of death 

·, each year, for example, there is also a need in life assurance 

to accumulate an adequate fund for the purpose of meeting an 

absolutely certain claim that will eventually be lodged when 

death inevitably occurs. 

, -
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Again, life assurance contracts are not contracts of 
/\.-:.; ---- . 

. d . ( v-I ..._ 1. += • • d 
~n emn~ty. n most ~nes o~ ~nsura~ce, an attempt 1s ma e 

to place the insured back to the same financial position he 

occupied before he suffered the loss. Since it is not 

possible to place a value on a human life, this principle 

does not therefore apply in life assurance. 

Likewise the twin principles of subrogation and con-

tribution do not apply 1n life assurance because of this 

difficulty of assigning a monetary value to human life.i8 

Subrogation is designed to prevent the insured from making 

a profit out of a loss. Here, if the insured collects 

indemnity under the policy and the loss has been caused by 

the negligence of some third party, the right to collect 

· damages from the negligent party must be relinquished to the 

insurer. However, relinquishment is required only to the 

extent of the amount paid by the insurer. If subrogation did 

not exist, the insured would profit by collecting twice for 

the loss - once from the insurer and once from the negligent 

party. Working along the same lines, contribution calls for 

an equitable division of a loss between insurers where ttv-o or 

h . d d h . k 29 ..... more insurers#cover t e same ~nsure an t e same r~s·. 

This prevents the insured from profiting by collecting the full 

amount of the loss (or sum insured) for the same risk from 

each insurer. Life assurance, on the other hand, allows the 

assured or his representatives to collect the amount of the 

loss from both the assurer and the negligent third party, and 

from each of the assurers for the full amount of the policy 

-
Vaughan, Op Cit pp 167 
Dinsdale, E. ·A. and t1cHurdie, D. C. Elements of Insurance, 
Loridon, Sir Isaac ~itman & Sons Ltd., 1973 pp 221 

.. . 
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where the assured has placed the same risk with more than 

one assurer. 

2.2 THE ORIGIN OF LIFE ASSURANCE 

2.2.1 THE FOREIGN EXPERIENCE 

As a whole, insurance 1n its present form has been 

practiced for a long time. Abundant evidence shows that 

many practices resembling insurance existed even in the 

. ld 30 anc1ent wor • As early as 3000 B.C. Chinese merchants 

utilized the technique of sharing risk. Because of 

treacherous rapids along the rivers plied by these merchants, 

not all the boats carrying their goods made it safely. To 

reduce th~ consequences of losses on any one individual, the 

merchants usually distributed their goods on each other's 

boats. When a boat was lost, the loss was thus shared by all 

rather than falling upon a single individual. 

About the year 2500 B.C. the Great Code of Hammurabi 

provided for the transfer of the risk of loss from merchants 
31 to money-lenders. This code relieved the trader whose 

goods were lost to bandits of his debt to the money-lender who 

had lent him ·the money to buy the goods. Naturally, the money-

lenders loaded their interest rates to cover this aspect. This 

technique was adapted by the Greeks and Phoenicians in their 

bottomry and respondentia arrangements. 

30. International Insurance Seminars, Govern6r's Journal, 
October 1975, published by I.I.C. Inc. University of 
Alabama, U.S.A. 

31. Vaughan Op Cit pp 63-5 
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Marine insurance, the earliest form of modern insurance 

appears to have had its or~g~n in Italy around the thirteenth 

century. 32 The Lombard merchants introduced marine insurance 

to Britain and other countries of Hestern Europe ~n the 

fourteenth and fifteenth centuries A.D. from where the idea 

of insurance has spread to other parts of the world. 
I 

Life assurance is fairly recent if compared to marine 

~nsurance. lfuat appears to have been the earliest known life 

policy was dated June 18, 1583, on the life of one William 

Gibbons for twelve months at the rate of 8 per cent for £382 

6s. 8d, for which sum sixteen underwriters were responsible!3 

Interestingly, Gibbons died within the year and the under-

writers had to pay the sum assured. 

By 1693, one Edmund Halley had prepared a mortality table 

but it wasn't until a century later that any degree of 

accuracy was achieved in the prediction of mortality. Founded 

~n 1699, the first modern life assurance company, the Assurance 

of Widows and Orphans, charged all insureds the same premium. 

It and other London Companies that followed suit were 

unsuccessful., The innovation of premiums that varied with 

age was successfully introduced by the Equitable Society 

for the Assurance of Life and Survivorship - a company that 

was chart~red in 1762. 
. . . 34 

Other comparues followed. su~t. 

As the practice of life assurance became better known, 

a tendency of speculating in lives grew up. The lives of 

32~ Vaughan, Op Cit pp 64 
33. Raynes, Op Cit pp lll 
34. Vaughan, Op Cit 
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well-known people were assured for short periods, the premiums 

varying with their reputed state of health or exposure to 

hazard. The Life Assurance Act, 1774 was passed in order to 

d h . ~ ff . 35 put an en to t ~s state or a a~rs. This Act commonly 

known as the Gambling Act, rendered it illegal to effect 

an assurance upon a life unless the person taking out the 

policy had a pecuniary interest in the life assured. The 

Married Women's Property Acts, 1870 and 1882, and the 

Married Women's Policies of Assurance (Scotland) Act, 1880, 

were British Legislations that regulated the position of 

a wife wi~h regard to her husband. 

Over the nineteenth century, large nu~bers of life 

assurance companies were formed most of which later failed 

d b d t d . . • 1 . 36 ue to a managemen an var~ous ~ncaut~ous ama gamat~ons. 

The Life Assurance Companies Act 1870 was passed to correct 

the· situation and bring stability in the industry. 1871, 

1872 and 1909 saw other legislations passed in Britain which 

were subsequently repealed by the Insurance Companies Act, 

1958 and amended by the Companies Act, 1967. 

In North#America, the first life assurance company was 

founded in 1759. It was known as The Corporation for Relief 

of Poor and Distressed Presbyterian Hinisters and the Poor 

and Distressed Widows and Children of Presbyterian Ministers.
37 

Presently assuring only Presbyterian Clergy and laypersons, 

it is the oldest active life assurance company in the world. 

35. New, Op Cit pp 1 
36. Ibid 
37. Vaughan, Op Cit, pp 65 
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By 1835, several other stock compan1es writing life 

assurance had been established but they all failed. 

The earliest mutual life assurance company in ·America 

was New England Life, founded in 1835. Together with 

about a dozen more companies thac followed it, it 

survives to this day. 

2.2.2 THE AFRICAN CASE 

Very little literature on the insurance industry 

in Africa exists today. It 1s however evident that 

insurance in its modern sense was unknown to Africa 

38 unti 1 the early part of this century. It ~Y'as 

introduced into each African territory by the early 

European settlers. The former British Colonies 

received the ide~ of modern insurance from early British 

merchants, and, insurance practices in these areas are 

almost entirely patterned along British lines. Likewise, 

those African countries that came under French, German, 

Portuguese; or Italian influence, adopted the insurance 

. . 1 39 practice of the1r colon1a masters. 

It should be noted, however, that ~ost parts of 

Africa had some forms of insurance arrangements entirely 

indigenous to Africa before the arrival of the early 

Europeans. Relics of these arrangements exist even today 

and they include the "extended family" system and age-

grade associations that are common all over Africa. 

38. Irukwu, J. 0. Insurd.nce Management in Africa, Ibadan, 
Nigeria, Caxton Press, 1977, pp 7-10 

39.. Ibid 
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40 
Other arrangements include the "Susu" in Ghana, "Ukoob" 

in Ethiopia and "Tilia", "Kimangan'', "Kuhithia" and 

41 
"Khukhwekekha" practices 1.n Kenya. Such practices covered 

the area of and thus provided similar services as, fire, 

crop, livestock, health, accident and life assurance. 

In Kenya, dealings with modern insurance began in 1904 

when the London and Lancashire Insurance Company Limited 

appointed agents for fire insurance business only in Nairobi.
42 

Other companies followed suit, appointing as their agents 

banks, general traders, solicitors or firms of accountants. 

Full-fledged branch offices were opened by British insurers 

following the economic development of the country and growth 

in business .• · Such a pioneer firm was the Royal Exchange 

Assurance which opened a branch in the Colony in 1922. It 

was followed by Comtr..ercial Union in 1929, 43 the Norwich Union, 

Pru-dential, Old Hutual, Pioneer General and a few others 

immediately thereafter. 

Over this period, the chief forms of insurance transacted 

were fire, marine cargo, and a little motor business. Life 

assurance business was still in its formative stages. This 

picture remained unchanged until well into the post~ 

• 
independence era before life assurance rose into an industry 

leader. 

2.3 THE LIFE ASSURANCE PRODUCT: TYPES OF ASSURANCES 

40. 

41. 
42. 
43. 

There are four main classes of life assurance 

distinguished by the manner in which they are marketed. 

Mensah, E. "Insurance Policy Conditions in Africa" 
Conference papers of the Insuran~e Institute of Nigeria, 
Vol. IV, 1975 pp 100 
Khamaia, Op Cit pp 4 

·Irukwu, Op Cit pp 231 
Ibid 
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They include (1) Individual life, (2) Industrial life, 

44 (3) Group life and (4) Credit life assurance. 

INDIVIDUAL LIFE ASSURANCE 

Also called ordinary life assurance, this type describes 

the life policies purchased by individuals to fulfil their 
45 assurance needs. It constitutes the oldest and largest 

class of life assurance. Most people purchase their life 

assurance on an individual basis, carrying sums assured that 

are relatively large - in multiples of U.S. $1000 or more. 46 

Their premiums are paid either annually, semi-annually, 

quarterly or monthly. The premiums are usually remitted 

using the "~heck-off" system in the case of employed assureds, 

but they can also be paid by mail or in cash. 

INDUSTRIAL LIFE ASSURANCE 

This class, characterised by relatively small face amounts 

U.S. $1000 or less, is also called debit life assurance and the 

agents selling it are som~times called debit agents.
47 

A 

distinguishing feature of this class of assurance is the r~latively 

small amount of the premiums which are paid as frequently as once 

a week. Usually the premiums are collected by a representative , 

of the assurance company at the homes of the assureds. 

Vaughan, Op Cit pp 186 
Dorfman, Op Cit pp 237 
Ibid 
See Marshall, R. A. and Zubay, E. A. The Debit System of Marketing Life and Health Insurance, Englewood Cliffs, 
N. J., Prentice-Hall Inc., 1975 
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Industrial life assurance was designed to meet the needs 

of low-income workers. In most instances, it is sold in premium 

units, not units of face amount, that is, it is first determined 

how much weekly premium the assured can pay, and the amount of 

assurance ~vill depend on how much coverage this premium will 

purchase under the plan selected at the attained age of the 

assured. The small amounts of sums assured obtained from this 

class of assurance go towards meeting funeral and burial 

expenses. As a general rule, coverage is provided ~vi thout 

medical examination. 

Due to two basic reasons, this class of assur~nce ~s 

expens~ve, that is, the cost per unit is relatively high if 

48 
compared to other classes of assurance. To begin with, 

the health of low-income workers and hence their life 

expectancy, is often not as good as that of the average member 

of the Society. Again, it is a significant administrative 

expense for an agent to collect and account for numerous small 

premiums. Because of these, most life assurance companies do 

not write this class of business. 

GROUP LIFE INSURANCE 

This is life assurance provided to a well-defined group of 

people who are associated for some purpose other than p~rchasing 

life assurance. Common groups to ~•hom this class of assurance 

is sold include employee groups and members of professional 

associations. 49 Coverage is usually granted to the members of the 

Ibid 
' Dorfman, Op Cit pp 236-7 
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group under one policy, called a master policy, without 

evidence of insurability, that is, without medical examination 

for the individual members of the group. 

The members of the group may each get a certificate as 

evidence for the assurance, but the contract is basically 

between the employer, for example, and the assurance company. 

Usually, assurance companies insist that_ at least 75% or 25 

members (~hichever is the larger) of the group be covered by 

h 1
. 50 

t e po ~cy. 

Group life assurance programmes sponsored by an employer 

may be non-contributory although it is more common to find 

contributory arrangements where the employee pays a flat rate 

regardless of age, and the employer pays the balance. · The 

contribution of the employer will remain substantially stable 

over the years. As older employees die, retire or leave the 

firm, their places are taken by younger workers, and as a 

consequence the age composition of the group remains 

relatively stable.
51 

The amount of assurance (sum assured) is in most cases 

either a flat amount for all employees or is determined as 

a percentage or ~ultiple of the individual's salary. Three 

reasons make the cost for this class of assurance to be 

relatively low in comparison to other classes. First, the vast 

· · f l~fe pol~c~ es are provided on a ·yearly - renewable-ma]or~ty o gr~up ~ ~ ~ 

term basis. Term assurance provides the lowest per unit cost 

Vaughan, Op Cit pp 187~8 
Ibid 
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form of assurance. Secondly, the expenses of medical 

examinati~n are dispensed with in group life. Finally, 

Group life involves mass marketing and mass administration. 

The result of this is that the expenses per life assured 

under group policies will be less than under individual 

1 . . 52 po 1c1es. 

In addition, this class of assurance is advantageous to 

the individual member of the group as the coverage under it 

is very liberal. There are usually no exclusions, and the 

sum assured will be paid for death from any cause, includ-

1ng suicide, without restrictions as to time. .Also, most 

policies i~clude a conversion provision, under which the 

assured may, within a specified period after termination of 

employment or membership to the group, convert all or a 

portion of the assurance to any form of individual policy 

53 
currently offered by the assurance company. Thus, group 

life has grown over a short period into one of the most 

important branches of life assurance today. 

Franchise life assurance may be purchased by groups 

that are too small to meet the requirements of group life 
. . 

assurance. Generally, franchise life assurance is ordinary 

life, but mass-marketed. Under this class, plans may be 

written on five or more lives, but instead of a master policy 

. and individual certificates as 1n group life, individual 

policies are issued. Each policy may vary as to the amount 

of sum assured, premium, and kind of assurance. Again, 

medical examination may be required. 

Ibid 
Dorfman Op Cit pp 237 
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CREDIT LIFE ASSUR&~CE 

Offered on both an individual and group basis, this assurance 

~s sold through lending institutions (like commercial banks, sales 

finance companies and hire purchase retailers) to short-term 

borrowers contemplating consumer purchases, and instalment 

54 
buyers. It also includes mortgage protection life assurance. 

Credit life protects both the lenders and debtors against 

financial loss should the debtor die before completing the 

required payments. Plans available are usually written on term 

assurance basis, generally decreasing in amount as the loan ~s 

repaid over time. The life of the borrower is initially 

assured for an amount equal to the amount of the loan. The 

policies proyide for a gradual reduction in ·this amount to 

reflect the outstanding balance of the loan. In the event of 

the debtor's death, the scheduled balance is paid by the 

55 
as~urance company. 

THE LIFE ASSURANCE PRODUCT: TYPES OF POLICIES 

I 

Many different kinds of life assurance contracts can be 

obtained. These contracts have been devised to meet the vary-

ing needs of individuals in their endeavours to provide for the· 

future, either for themselves or for their dependants. Strictly 

speaking, however; only three major types of life assurance 

contracts can be identified: (1) Term insurance, (2) mwle life· 

assurance, and (3) Endowment life assurance. Together with 

annuities, these three constitute the basis upon which numerous 

life assurance policies with differing areas of emphasis have 

developed. 

Vaughan, Op Cit pp 188 
Ibid 
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' TERM ASSURANCE POLICIES 

Term Assurance is the oldest and purest form of life 

56 assurance. 

This type of policy provides life assurance solely -

protection against the consequences of death only - and hence 

it is the simplest and cheapest cover obtainable. These 

policies, usually without profits, are issued for terms ranging 

from a few weeks to upwards of 20 years. Payment by the 

assurance company is made only if the life assured dies within 

the term of the policy. At the end of the policy period the 

cover ceases. 

Medi~al examination at the expense of the life to be 

assured is normally required. In most cases the policy will 

give the assured the option of renewing the policy (at a higher 

-pre~ium) at the end of the policy period. In addition, the 

. 'bl 'bl 57 
pol~cy may be convert~ e or non-convert~ e. If it is con-

vertible, the assured may exchange it at a later date for some 

form of permanent assurance without medical examination. 

Being a policy for pure protection, term policies do not 

develop cash values and there is no saving element, This being 

the case, it is ~not practicable to grant term assur~nce for ,. 

very long term periods. The premium chargeable for a policy 

covering a very long period will necessarily approach ·the premium 

for a non-participating whole-of-life assurance. Since whole-

of-life policies carry a surrender value whereas term policies do 

not, it is not prudent to take out a policy of the· lat'ter class 

. . d 58 for any extens~ve per~o s. 

New, Op Cit pp 31-3 -
Vaughan, Op Cit pp 182 
New, Ibid 
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Thus this type of assurance, giving protection at 

relatively low costs, is often sought by people going abroad on 

short trips. Some of these policies are also effected Ln 

connection with loan transactions. 

A modified type, the decreasing term assurance, LS ideal 

for loans that are repayable by instalments, for example, a 

building society house purchase mortgag~. The principal out-

standing from time to time in these transactions is a con-

stantly diminishing quantity, and the cheapest policy that 

can be purchased to cover the borrower in the event of death 

must involve a diminishing sum assured. Sometimes a single 

premium is ~harged for this policy. The amount advanced by 

the building society or financier is cor~espondingly increased 

and the amount of the. premium is automatically repaid over 

·59 
the term of the mortgage. 

Another modification of term assurance LS the increasing -

1
. 60 

term po Ley. This type provides proceeds (sum assured) that 

increase each year. If death occurs in the first year of the 

policy, the face amount of the policy, for example, sh. 10,000 

is paid. By year 15~ perhaps Shs. 17,000 would be paid to · the 

beneficiary. In inflationary . economies, policies of this type ~· 

would b.e ideal. For instance, as the price of a funeral 

61 
increases, so do the insurance proceeds. 

Ibid 
Huebner, Op Cit pp 71-2 
Dorfman, Op Cit pp 240 
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WHOLE LIFE ASSURANCE POLICIES 

Unlike term assurance which pays benefits only if 

death. occurs during the term of the policy, whole life 

assurance provides protection for the whole of the 

assured's life time, thus, it is sometimes called whole-

of-life assurance. Payment of the face value of the 

policy is made upon death, regardless of _when it may 

occur. The distinguishing feature of this form of cover 

for the assur~r is that the assurer knows for certain 

that eventually, he must pay a claim on every whole life 

1 . h . . f 62 po 1cy t at 1s 1n orce. This does not happen in the 

case of term assurance or other classes of insurance. 

Since payment is a certainty with whole life policies, the 

assurer must collect enough premiums to pay them. This 

accounts f~r the fact that whole life assurance premiums 

are initially higher than term assurance premiums. 

Whole life policies can be broadly classified into 

thre.e groups based on the method of premium payment. They 

include (1) Single premium, (2) Continuous premiums, and 

1
. . 63 

(3) Limited-payment po 1c1es. 

Single-premium whole life policies are those 1n which 

.the assurer promises to pay the sum assured, upon death, in 

exchange ·for ·Gne premium only, which is relatively large. 

Because of the size of the premium, consumers who normally 

want much life assurance do not go in for this type of 

policy. 

62. Ibid 
63. Ibid 
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Continuous-premium whole life, also known as ordinary 

life policy, is that for which the assured pays the ·same premium 

amount (be ' it monthly, quarterly, semi-annually or annually) as 

_, long as he is alive. These policies, sometimes referred to as 

level-premium whole life or straight - premium whole life require 

premiums to be paid until death or age 100 is attained - which-

ever occurs first. The biggest advantage of this form is that 

it is cheap and, where a person can afford to pay only a limited 

amount in premiums, the cover that can be purchased is larger 

than can oe obtained under any other form of permanent assurance. 

Its major drawback is that premiums continue to be payable even 

in old age when the burden may be quite heavy. 

Limited-payment life policies, as the name implies, are 

variations of the ordinary whole life assurance. Upon death, 

." the sum assured is paid, but the premiums are limited to a 

fixed number, or they may be payable until a stipulated (often 

retirement) age is attained. Usually, the fewer the number of 

premium payments, or the shorter the premium payment period, the 

larger each payment will be. This type of policies are ideal 

for providing assurance protection for a man's family. The 

policyholder can arrange for the premiums to cease at the .age 
# 

when ?e expects to retire from business so that, on his retire-

ment, when his income will invariably fall, he will be ~n 

possession of a fully paid-up policy. Should he find that at 

that time he no longer needs assurance protection, he can 

64 
~urrender his policy for a substantial amount of- cash. 

New, Op Cit 
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Normally, whole life policies ·are used to meet ·the assured's 

need for permanent protection and savings. The former include 

the burual fund as well as cases where the spouse, child, parent 
!"" 

or ward is permanently dependent upon the assured for support. 

Life assurance used in estate plans and business continuation 

arrangements also relies on permanent protection. Since such 

needs are considered "permanent" or long-term, they cannot 

effectively be met by term assurance which will cease after the 
65 

term period. 

ENDOWMENT LIFE ASSURANCE POLICIES 

A pure endowment contract is one that promises to pay the 

policy amount if, and only if, the assured surv~ves the endow-

ment period: This type of contract is, however, not popular. 

Endowment life assurance, ·on the other hand, is a combination of 

a pure endowment and term assurance for the endowment period. 

Thus, payment of the policy amount ~s paid either at the 

expiration of a fixed nuw~er of years (the policy period) or at 

death - whichever occurs first. This dual purpose has made 

endowment life the most popular type of assurance at the present 

time especially with thrifty people who tise it as a means of 

.66 
saving money as well as providing assurance cover. 

, 
In endowment policies running for long terms, the savings, 

· or investment element predominates, whereas endowments runn~ng 

for comparatively short terms stress the assurance element. 

Naturally, premiums charged for endowment policies are relatively 

higher than those charged for other forms of assurance. 

Ibid 
Ibid 
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Endowment policies can be made payable ~n 5,10,15,20, 

30 or more years, or the length of the term may be arranged 

as to cause the policy to mature at certain ages, for 

instance 50,55,60 or 70. Usually, the premiums, payable 

monthly, semi-annually or annually, continue throughout the 

term of the policy, but if desired, they can be arranged on 

a limited-payment plan. 

Whereas policies payable only in the event of death -

term and whole life - are taken out for the benefit of others 

(dependants), endowment life policies also take care of the 

policyholder. Not only does it afford protection to others 

against death, it also ensures that the proceeds revert to 

. • . 67 . . 
the assured should he surv~ve the term of the pol~cy. · Th~s 

is an application of the famous "you win if you live and you 

• • • II d • 68 
w~n ~f you d~e ~ctum. 

ANNUITIES 

Annuities are the opposite of assurance. They have 

been called "upside-down life assurance" since ~n a sense, 

they are a reverse application of the law of large numbers 

as it is used in life assurance.
69 

While life assurance 

has as its prin;ipal purpose, the creation of an estate, 

the annuity, on the other hand, has as its basic function 

the systematic liquidation of that which has been created, 

along either life assurance or non-life assurance lines 

such as savings bank accounts, stock or bond investments, 

70 
or real estate. 

67. Huebner Op Cit pp 92-9 
68. Vaughan Op Cit pp 183 
69, Ibid 
70. Huebner Op Cit 
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An annuity may be defined as a periodic payment made during a 

fixed period or for the duration of a des1gnated life or lives. 71 

There are numerous annuities classified using var~ous bases.
72 

First the annuity may be payable onl~ for the duration of one or 

more lives·. This covers the single-life and joint-and-survivor 

annuities. Secondly, annuities may be categorised according to the 

time payments are to commence. An immediate annuity is one where 

the first payment ~s due on one payment interval from the date of 

purchase. An annuity may also be deferred, that is there is a 

spread of several years between the date of purchase and the 

beginning of the annuity payments. 

Classified according to the method of premium payment, the 

annuity may be purchased by a single premium (the annuity to begin 

immediately or to be deferred), or it may be purchased on an 

instalment basis over a period of years. Finally, the annuity may 

be classified according ~o the nature of the assurer's obligation. 

A pure, single-life annuity provides payments for the balance of 

the annuitant's lifetime regardless of how long or short it may be. 

The assurer's obligation ceases at the annuitant's death. 

Alternatively, the annuity may have a refund feature, with a , 

specified amount to be paid to the annuitant's estate should he die 

wi~hin a specified period after payments commence. 

Like life assurance, annuities are sold on both an individual 

and group basis. Although the purpose of the annuity is to protect 

Ibi~ 
Vaughan Op Cit pp 190-1 
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against the risk of outliving one's income which is just the 

opposite of life assurance's purpose, that is, protecting 

against the risk of loss of income through premature death, 

several similarities abound between the two forms of 

73 
contracts. 

Annuities are simply another important means of assurance 

and are based on the same fundamental principles. They also 

employ the pooling technique and, premiums are computed on the 

basis of probabilities of death and survival as reflected in 

mortality tables. 

2.5 THE LIFE ASSURANCE POLICY 

2.5.1 

. 
Because of having both the savings or investment element 

and the protection element, the life assurance contract 1s a 

fairly flexible document that can be easily adjusted to meet 

changing circumstances and needs. Unlike many other insurance 

contracts, there is· no standard policy form that must be used 

in life assurance. Inspite of this, legal requirements as 

regards the life assurance policy are fairly similar in most 

countries. 

LEGAL VALIDITY , 
, . 

The validity of the life assurance contract depends upon 

the same common-law principles that are applicable to other 

74 b . . h b ' b contracts. The agreement, to eg1n w1t , must e etwee~ 

competent parties, that is, parties with legal capacity to 

contract. The .contract must result from an offer and acceptance, 

and it must have, for its purpos~, a legal object. There mus't be 

Huebner Op Cit pp 101-12 
.Huebner Op Cit pp 167-86 
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valuable consideration, . an insurable interest, and the contract 

must be made with full knowledge of all .material facts and be 

free of fraud, mistake or misrepresentation. 75 

GENERAL. FORM OF THE POLICY 

The absence of any legal requirements as to the exact 

form of the life assurance contract in most countries has meant 

that .a great variety of forms are used and no two assurance 

companies issue identical forms. Most policies are, however, 

fairly similar in their contents~ 76 Although the order in which 

they appear in the policy may differ from one assurer to the 

other, the foilowing appear in virtually all life assurance 

policies: The heading, recitals, schedule, statement of the 

contract, signatures and. seal, and the general conditions and 

privileges governLng the contract. 

1. The heading includes the name and ~ddress of the assurance 

office and other salient features of the company, for 

example, the date of incorporation. 

2. Recitals mark the beginning of the policy proper. It is 

stated here that the assurers have received a proposal and 

it {s declared that this proposal will form the basis of 

the contract. 

3. The statement of the contract commences with the recital 

that the first premium has been paid. 

Ibid 
Vaughan Op Cit pp 211, and New Op Cit pp 110-22 
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The assurers then state that they will pay the sum assured 

specified ~n the policy schedule upon satisfactory proof of: 

i) The happening of the event upon which the sum assured 

ii) 

iii) 

is payable and which ~s set out in the policy schedule, 

The title of the person claiming payment, and 

77 · 
The date of birth of the life assured. : 

4. Set out ~n the schedule are: ~he policy number, the date of 

commencement of the policy, the name, occupation and other 

personal details of the assured, the date of the proposal and 

declaration, and the name and occupation of the assured (if 

not the life assured). 

Also stated is the amount of the sum assured and the 

event upon which it is payable, that is, 

i) The death of the life assured, or 

ii) The death of the life assured before a specified date 

or the survival of the life assured until that date, 

or 

iii) The date of the life assured before the expuy da·te of 

a term assurance policy. 

The schedu!e al~o specifies the person to whom the sum 

assured will be paid, that is, the beneficiary, whether the 

policy is with or ·without participation in profit_s, the amount 

of the first premium and the amounts of renewal premiums, the 

date when premiums are payable and the period during which they 

are payable. The date of birth of the life assured and whether 

age is or is not admitted by the assurers is also stated. 

lvamy E. R. H. Personal Accident, Life and Other Insurances, London, 

Butterworth & Co (Publishers) Ltd., 1973, pp 95-9 
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5. The life assurance policy carr~es several conditions, 

each of which is aimed at fulfilling one of the 

following: 

i) To ~xplain the nature of the contract and 

its legal implications; 

ii) To limit the scope of the assurance; and 

iii) To add to the benefits of the assurance. 78 

The most common conditions include the following: 

a) Currently, policies usually state that they are 

free from all restrictions as to foreign residence, 

d 
. 79 

travel an occupat1on. 

b) The Grace Period. 

Technically, the policy lapses if the assured does 

not. pay the premium on the· due date. The Grace 

Period, however, modifies ·this state of affairs. 

A typical clause of this type reads: 

A grace period of 31 days shall be 
allowed for payment of a premium in 
default. The policy shall continue 
in full force during the grace , 
period. If the assured dies during 
such period, the premium in default 
shall be paid from the proceeds of 
this policy.80 

If . the premiums are payable at shorter: intervals, for 

example, monthly, the grace period will be shorter, 

for instance, ten days only. 

78. New, Op Cit pp 114-7 
79. Ivamy, Op Cit pp 96 
80. Vaughan, Op Cit pp 214 
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c) The Incontestable Clause. 

Known as the Indisputability Clause in Britain,
81 

this 

provision states that after the policy has validly been 

~n force for a specified period, usually two years, it 

is not to be liable to any ground of challenge whatever 

connected with the original documents proceeding on 

which the assurance was granted. Thus the assurer has 

a relatively short period ~n which to uncover any fraud. 

Even if a notorious fraud ~s discovered after this 

. d h 1 d h . d h 1' 82 per1o as e apse , t e assurer cannot vo1 t e po 1cy. 

d) Misstatement of Age. 

e) 

81. 
82. 

lhis provision states that, in the event that the assured 

has misstated his or her age, the policy will not be void, 

instead, the face of the policy will be adjusted to the 

amount of assurance that the premium paid would have 

' purchase? at the correct age. Generally, the amount of 

assurance that a given premium will purchase will vary 

according to the ·age of the assured. Since there is a 

marked tendency among people to understate their ages, this 

provision is included in the policy to ensure that 

assurer~ are not "swindled." 

Reinstatement. 

This provision gives the assured the opportunity to renew 

the policy that has lapsed as a result of non-payment of 

premiums. A typical reinstatement provision reads: 

Ivamy, Ibid 
Dorfman, Op Cit pp 270 
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This policy may be reinstated within five years after the 
date of premium default if it has not been surrendered 
for its cash value. Reinstatement is subject to: 

i) Receipt of evidence of insurability of the assured 
satisfactoJy to the company 

ii) Payment of all overdue premiums with interest from 
the due date of each at the rate of 6% per annum; 
and 

iii) Payments or reinstatement of any indebtedness 
existing on the date of premium default with 
interest from that date.83 

.. 

Beyond the good health of the assured, evidence of 

insurability means, among other things, that the assured 

must not be ~ngaged in any dangerous occupations or hobbies 

or awaiting execution for a crime in a foreign country. 84 

Nonforfeiture. 

This provision is found only in those policies that have cash 

values, that is, whole life policies, but not term policies. 

Originally, in the event of a missed premium, policies were 

terminated with no return to the assured. With the development 

of the level premium plan the practice nowadays is to include 

non-forfeiture values in the policy. At any time after the 

policy has begun to'accumulate a cash value, the assured is 

entitled to the cash value should he or she terminate the policy 

for one reason or another • 

of three ways: 

Vaughan, Op Cit pp 214-5 
Dorfman, Ibid 

This cash value may be taken 1n one 
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The assured may take the cash listed in the 

non-forfeiture values. 

\ . 
Alternat~vely, the assured may take a paid-up 

policy with a reduced sum assured that the cash 

value can purchase as a single premium. 

The assured may elect to have the policy continued 

in force as term assurance for as long as the cash 

value will permit. The cash value is used here as 

. 1 . 85 a net s~ng e prem~um. 

g) Suicide. 

A .typical suicide clause reads: 

If within two years fo~lowing the 
date of issue of this policy and 
while it is in force, the assured, 
whether sane or insane, shall die 
by his own hand or act, the Company 
will be liable only for the amount 
of premiums paid hereunder, which 
shall be paid in one sum to the 
beneficiary.86 

The purpose of this exclusion is to protect the assurers 
I 

against a person who might purchase the assurance with 

the express #intention of committing suicide. It is' 

assumed that if the assured has not committed suicide 

within the two years, the reason for doing so will 

probably have di$appeared. ·Thereafter, death by 

suicide becomes just another cause of death, and the 

87 
company ·will pay for it. 

85. Vaughan, Op Cit pp 223 
86, Huebner, Op Cit .pp 194 
87 · Vaughan, Ibid 
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Other restrictive clauses covering war, aviation and 

hazardous occupation may be included in accordance with 

legal stipulations ~s spelt out by legislations, for example, 

as the case is in some states in the u.s. 88 

RIDERS AND OPTIONS 

The life assurance policy has been likened to an auto-
. . 89 

mobile. Like most cars which can be purchased with such 

extra-cost options as radio, cassette player, tilt-steering 

wheel, power windows, tinted windows, remote control radio 

antenna, etc, life assurance can also be purchased with such 

extra-cost options, or riders, as guaranteed insurability, 

waiver of premium, and double "indenmity". 

a) The Guaranteed Insurability Option. 

This rider, applicable to only permanent types of contracts 

such as whole life and endowment, allows the assured to 

purchase more assurance at stated intervals regardless of 

changes in insurability. Usually, the.amount of the additional 

assurances is limited to the face amount of the basic policy or 

an amount stipulated in the policy for the additional purchase 

90 option, whichever is the smaller. An extra premium that is 

based on the Company's estimate of the extra mortality that will 

be experienced on policies issued without evidence of 

insurability, will . be charged for this option. For those 

assureds whose health declines in the years after the first 

purchase of life assurance, this option can prove very useful. 

88• tb·d 89 l. 

9 • Dorfman Op Ch pp 277-9 
O. Vaughan Op Cit pp 231 
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b) Waiver of Premium Option. 

This is one of the most important riders available to 

a person purchasing life assurance. Under the provisions 

• of this option the assurer forgoes all premiums due from 

the assured in the event that the latter becomes totally 

and permanently disabled. Although the premiums are 

waived during disability period, the policy remains in 

force, that is, the cash value will continue increasing 

and dividends (if any) are paid to the assured just as 

if payment of the premiums was continuing. The advantages 

of this option are obvious. It is evident that once an 

assured becomes disabled,- not only will it be difficult, 

but also impossible to continue the premium payments or 

to obtain assurance coverage, thus it is necessary for 

the present coverage to be continued. 

c) The Double-Indemnity Option. 

This option provides that should the assured die as a 

result of an accident, twice the face amount of the policy 

will be paid by the assurance company. Some assurers push 

• this a step further and provide a triple or quadruple 

. . 91 
1ndemn1ty. 

Typically, the clause making this provision reads: 

Ibid 
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The Company agrees to pay an Accidental 
Death Benefit upon receipt at its Home 
Office of due proof that the death of 
the assured resulted, directly and 
independently of all other causes, 
from accidental bodily injury, 
provided that death occured within 90 
days after such injury and while this 
benefit is in effect.92 

d) Participation in Profits. 

Most companies transacting life assurance business 1ssue two 

classes of policies nowadays and the assured has the option 

to pick either, 

i) Those which share in the profits, known as with-profit 

or participating policies, and 

ii) Those which do not share in the profits known as 

. h f. t . . . 1' . 93 w1t out-pro 1 s or non-part1c1pat1ng po 1c1es. 

A life policy which merely guarantees the payment of the 

sum assured on the occurrence of the assured event falls under 

Ibid 

the second category. For a slightly higher premium, however, 

most policyholders prefer to effect policies falling within 

the first category under which bonuses are paid. 
94 

Periodic valuations of their assets and liabilities are 

made by life ass~rance companies and the bonus declared ' 

depends on the surplus available in the life fund at the time 

of the valuation. These valuations may be done annually, 

triennially, or quinquennially depending on the practice of 

the company. Taken ~nto account are such factors as rates 

of interest,·the general state of the money market and many 

New, Op Cit pp 15-20 
Mowbray, A. H. Insurance: Its Theory and Practice 1n the United 
~tates, New York, McGraw-Hill Inc., 1969, pp 308-9 

,.· 
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other economic conside.rations, but invariably most life 

assurance compan1es are so stable that bonuses are usually 

- 95 declared after these valuations. 

The various types of bonuses available include: 

i) The simple reversionary bonus. This entails a 

percentage addition to the sum assured and it is 

payable at the same time as the sum assured. 

ii) The compound reversionary bonus. Under this 

method, both the sum assured and the bonus added 

· to it are both used to calculate the bonus for 

the succeeding period. It differs from the simple 

reversionary bonus system in the same way that 

compound interest differs from simple interest. 

iii) Cash bonus. This method entails a cash payment 

being made to each with-profits policyholder at 

each bonus distribution 1n a manner similar to 

dividend payment. 

iv) Discounted bonus. This involves "anticipated" 

bonuses that are used to reduce premiums payable. 

If bonuses declared exceed those anticipated, the 

excess is credited to the sum assured, if they ' 
# 

fall short, the sum assured is reduced or a cash 

payment is required from the policyholder. 

v) Guaranteed bonus. This is, in reality, the granting 

of a non-profit assurance with an increas~ng sum 

assured - increasing each year by the amount guaranteed. 

95. Dinsdale, Op Cit pp 55-7 
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vi) Bonuses in reduction of premiums. Under this method, 

no profits are alloted for the first five or seven 

years of the existence of the policy, but at the end 

of this period a substantial reduction is made in the 

premium. Thereafter, the policy receives a small 

reduction year by year until no further premiums 

are payable. Subsequent bonuses thereafter, are 

alloted by way of reversionary additions . to the sum 

assured. 

Many other bonuses, going under various names are issued by 

life assurance companies in order to give policyholders a full 

share in the capital gains made by the life fund. 

e) Policy Loans. 

The policy loan provision is one of the most notable secondary 

benefits of the life assurance contract. Under it, the assured 

may, at .any time, obtain a loan from the assurance company, for 

an amount equal to or less than the cash surrender value, us~ng 

the policy as collateral for the loan. This provision is mostly 

utilised by policyholders who are in need of temporary funds. 

Tied in to this is the automatic premium loan provision 
• 

which typically reads: 

. A premium loan shall be auto­
matically granted to pay a premium 
in default. A premium for any other 
frequency permitted by this policy 
shall be loaned whenever the loan 
value~ less any indebtedness, is 
·sufficient for such premium but 
insufficient for a loan of the 
premium in default.96 

• Vaughan, Op Cit pp 225-6 
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Although policy loans (including automatic premium loans) 

have obvious benefits, they have the distinct disadvantage 

of constituting a lien against the contract - to be deducted 

from the policy proceeds should the assured die before 

repaying the loan. This could defeat the purpose of life 

97 
assurance. 

2.6 PREMIUM RATES AND THEIR COMPUTATION 

2.6 .1 

97. 
98. 
99. 

Premium computation in life assurance LS done by actuaries 

who use substantially more mathematics than many of 'the average 

assureds command. However, a grasp of the fundamental 

principles used Ln premium computation will afford most assureds 

an appreciation of the basic differences among the various life 

assurance contracts. As Vaughan points out, differences in 

premiums among the various forms reflect not only the differing 

probabilities of payment under the policies, but also the length 

of time for which protection is afforded, and the manner in 

h . h h · to be pa;d.98 
w LC t e premLums are ~ 

PREMIUM COMPUTATION 

Life assurance rate making is made up of three primary .. · 
, 

elements: Mortality, interest and loading. 99 Mortality and ,-· 

.interest are the basic considerations 1n the computation of the 

net premium which reflects only the cost of claims and omits 

provision for operating expenses. The gross premium, which 

reflects the selling price of the contract, that is, the amount 

the assured has to pay, is made up of the net premium plus an 

expense loading. 

Ibid 
Ibid 
Ibid 



48 

a) Mortality: 

In all forms of insurance, the risk 1s transferred from 

the individual to the insurance company. Since the risk 

in life assurance is based on life contingencies, it 1s 

important for the assurer to know, within reasonable limits, 

how many people will . die at each age. This information 

is provided by the mortality table which is simply an 

expression of the probabilities of living or dying at a 

given age. 

Mortality tables are based on observations of the 

numbers of death that occur. The actuary first determines 

the rate·of death at each given age (for example, the 

number dying per thousand at ages 1,2,3,4 etc.) and then, on 

the basis .of this information, constructs a table with an 

.. arbitrary number of lives at the beginning age. The 1958 

Commissioner's Standard Ordinary Mort~lity Table (1958 CSO), 

1 . bl ' d 100 h . the most widely used marta 1ty ta e to ay, as a rad1x, 

or beginning point, of 10,000,000 lives. It contains five 

colum.~s: age, the number living at each age out of the 

original 10,000,000; the number of those living at the start 
# 

of a given year who will die in that year; the ratio of .-· 

persons dying to persons living expressed as deaths per 

. thousand; and the number of years that those living at any 

given age can expect, on the average, to live. 

loa. Dorfman, Op Cit pp 284-7 
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With the mortality table, the computation of assurance 

premium at any given age becomes a matter of simple 

. h . 101 ar1t met1c. For instance, according to the 1958 CSO, 

9,647,694 persons are alive at age 21. Out of this figur~, 

17,655 will die before attaining age 22, that is, out of 

every 1000 persons aged 21, 1.83 will die before 22. Thus 

to assure the 9,647,694 persons for Shs. 1000 each for 

one year will require Shs. 17,655,000 (17,655 x 1000) to 

pay for death claims. If Shs. 1.83 is collected from 

each assured (9,647,694 x 1.83) there will be ~ sufficient 

fund to pay all claims. In this example, the Shs. 1.83 

is the net premium (the cost of the losses only) that each 

assured pays, that is, 

Shs. 17,655,000 : 9~647,694 = Shs. 1.83102 . 

Interest: 

· Because assurance compan1es collect premiums 1n advance 

and only pay claims at some future date," it follows that at 

any one time, the company has funds that are not immediately 

needed. It invests this amount and since it earns interest 

on it, it does not need to collect from the assureds the 

full amount of future losses. Something less than the full • 

amount of the losses is collected in premium payments, 

invested, and then losses are paid out of the total fund of 

principal and interest. Thus in premium computation, the 

present value of a future Shilling is a concept of profound 

importance. 103 The present value of a future Shilling is 

Vaughan, Op Cit pp 195-7 
Ibid 
~bid 
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calculated by dividing a Shilling by the future value o.f the 

Shilling at a specified rate of interest. 

Already computed present values of the Shilling at 

various periods in the future and at varying rates of interest 

are available in present value tables. Financiers and 

actuaries make extensive use of these tables .104 The present 

value tables show, for instance, that if Shs. 0.97 is invested 

at the beginning of the year, Shs. 1.00 will be earned at the 

enq. of the year if an interest rate of 3 per cent is applied on 

the investment. 

Applying this concept to the example of Shs. 1000 worth of 

assurance for one year for each of the 9,647,694 persons alive 

at age 21, the cost of the claims for the group as a whole 

(with interest at 3~ is Shs. 17, 140, 780 rather than 

Shs. 17,655,000. If Shs. 17,140,780 is invested at 3% it will 

equal Shs. 17,655,000 at the end of the .year. Thus the cost 

per assured becomes Sh 17,140,780 • 9, 647,694 Shs. 1. 776 

instead of the Shs. 1.83. 

If the assureds are to be assured for another year, the 

premium, becomes higher because there are fewer members left to 
, 

pay the costs and at the same time the number of deaths would 

have increased. For subsequent years premiums will be 
' 

At age 22: (Shs. 17,912,000 X 0.970874) ; 9,630,039 = Shs. 1.81 

At age 23: (Shs. 18,167,000 X 0.970874) . 9,612,127 = Shs. 1.84 

(Shs. 18,324,000 0.970874) 
. 9,593,960 Shs. 1.85 At age 24 .: X ... = 

At age 25: ·(shs. 18,481,000 x 0.970874) • 9,575,636 Shs. 1.87 

Only 6,800,531 will still be alive at age 65 out of the original 

10,000,000. The 1958 CSO table shows that of these, 

104. Dorfman, Op Cit 



51 . . ·.· ... ·· 

215,917 will die before reaching age 66. Thus at age 65, the 

net premium for a 1-year term policy will be: 

Shs. 215,917,000 x 0.970874 ~ 6,800,531 = Shs. 30.8~. Thus, 

since premiums are based on mortality, they increase as the 

assureds grow older. These premiums become quite prohibitive 

at advanced ages. 

c) The Net Single Premium: 

·, 

los 

. 
This is a sum "which, if paid at the time the policy 1s initiated, 

and augumented by compound interest, will pay the benefits as they 

come duei'. 105 This premium is computed along the same lines outlined 

above. 

For a 5-year term policy initiated .at age 35, for example, the 

net single premium is the sum of all the amounts needed by the 

assu~er to pay claims at the end of each year •. In the first year 

23,528 assur.eds die. The company will need Shs. 23,528,000 to pay 

these claims. For this, it will need (0.970874 x 23,528,000) 

Shs. 22,822,160 at the beginning of the first year. 24,685 assureds 

die in the second year and the company will need Shs. 24,685,000 to 

pay these claims. Discounted over 2 years, the company needs 

(0.942596 x Shs. 24,685,000) Shs. 23,267,980 on hand at the begin~-

ing of the first year to pay these claims. Similarly, Shso 23,896,180 

at the beginning of the first year to pay for the claims arising out 

' of the 26,112 deaths that occur in ·the third year is needed. 

Shs. 24,869,640 and Shs. 25,992,130 will be needed at the beginning 

of the first year to· pay for the claims in the fourth and fifth 

years respectively. The net single premium for each assured is 

computed by summing up these figures and dividing by the number of 

assureds at the beginning of the period, that is, 

Vaughan, Op Cit 
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Shs. 120,848,000 7 9,373, 807 = Shs. 12.89 

The same procedure is followed in the case of the whole life 

policy. The only difference is that here the policy is taken 

to be a term policy that matures at age 100. To get the net 

single premium for a whole life .policy taken at age 35, the 

same process will be followed as if the policy was a term 

policy for 65 year's. Similarly, a whole life policy taken at 

age 21 will be considered as a term policy for 79 years. 

In computing the net single premium for an endowment 

policy, the same figures as those used in the 5-year term policy 

will be used •. The only difference is that for the fifth year, 

the number of claims will be 9,241,359 instead of 30, 132. Thus 

Shs. 9,241,359,000 has to be discounted over five years to get 

(Shs. 9,241,359,000 7 0.862,609) Shs. 7,971,679,446 instead of 

Shs. 25,992,130 that must be available at the beginning of the 

first year to pay the claims in the fifth year. This difference 

arises because the endowment policy agrees to pay the face 

amount to the assureds ·who survive as well as those who die. 

Thus the 9,241,359 assureds who are alive at age 40 must be paid 

along with those who have died over the 5 years of the policy. 

Summing the present value of the amounts needed and dividing the 

figure by the number of assureds at the time the policy was 

initiated, the net single premium is 

Shs. 8,066,535,406 : 9,373,807 = Shs. 861.61 per Shs. 1000.00 



d) The Level Premium: 

The net single premium forms the basis of computation 

of the level premium for long-term assurance and whole 

l .f 1. . 106 s· . 1. e po 1.c1.es. 1.nce the net single premium required to 

purchase whole life assurance, . for example, 1.s so large 

as to be impractical for most assureds, the level premium 

-was conceived, by assurers to take care of this shortcoming. 

Two basic assumptions were made in the computation of 

the net single premium. First, it was assumed that for the 

whole life policy, all the money (the premium) will be 

available at the beginning of the period. Thus interest will 

be earned on this amount and this, together with the 

principal will go towards meeting the claims. In the level 

premium, not all the interest that would have been earned 

will be available because the assurer does not have all the 

premiums at the beginning of the period. This "missing 

interest" must therefore, be taken into account in the level 

premium. 

Secondly, not all the assureds who begin to pay the . 

• series of level premium payments will live to complete all 

the payments. A charge must therefore, be made in the level 

premium plan for these "missing premiillns". As Dorfman 

points out, the missing premiums and interest make the level 

premium more than the simple division of the net single 

premium by the. term of the policy (65 years for whole life 

107 policies). Thus, in computing the level premium, 

106: Ibid 
107: Dorfman, Op Cit pp 293 
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We first compute the net single premium 
and then convert it to a series of 
annual payments, taking into con­
sideration the number of premiums that 
can be expected and the year in which 
the expected premium will be paid.l08 

109 110 
Huebner and Mehr consider this whole question of 

premium rates and their computation in greater detail. In 

rounding off this section, it is pointed out here that the 

level premium payment plan involves the payment of equal 

amounts of the premium over the term of the policy or for a 

fixed number of years. Naturally, the premium, Ln the initial 

years, exceeds the mortality cost. Interest is earned on 

this difference. In the later years of the policy, the 

difference is negative, that is, the cost of mortality exceeds 

the annual premiu~ paid. The assurer makes up for this 

difference by charging more than the mortality cost in the 

early years of the policy. It can be seen that the positive 

difference between prem1um payments and mortality cost in the 

initial years is the basic reason explaining why policies 

111 
develop cash values. · This difference also explains the 

existence of policy reserves. / , 

The Loading: 

Vaughan points out that regardless of the type of 

, .· 

insurance, the premium income of the insurer must be sufficient 

112 
to cover losses and expenses. This assertion holds true for 

life assurer~ too. The life assurance company has to predict 

its claims and expenses and allocate them to the various 

Vaughan, Op Cit pp 202 
Huebner, Op Cit Chapters 20-8 

· Mehr, R. I. Life Insurance: Theory and Practice, Austin, 
·Texas, Business -Publications Inc., 1977, Chapter 24 
Dorfman, Op Cit 
Vaughan, Op Cit pp 92 
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classes of policyholders. The amount the assured is 

called upon to pay, the gross premium, is thus based 

on a gross rate which is composed of two elements; 

the part designated to ~over the claims and the 

"loading" which covers the assurer's expenses. The 

"pure premium", or the net premium,. is that part of 

the rate that covers the claims. 

Onto this pure premium must be added a loading to 

cover such expenses as: 

i) Commissions 

ii) Other acquisition expenses 

iii) Premium taxes 

. ) All f t. . d f · 113 1v owance or con 1ngenc1es an pro 1t. 

In loading ~he premium, expenses are normally treated as · 

a percentage of the final rate, on the assumption that 

they will increase proportionately with premiums. The 

gross rate is then derived by the division of the pure 

premium by a "permissible loss ratio" which is simply 

the percentage of the premium that will be available to 

114 pay the cl~ims after provision for expenses. 

Hence, 
Pure Premium 

Gross Rate = 
1 - Expense Ratio 

· Multiplying the gross rate with the number of units (thousands) 

of cover wanted will give the gross premium chargeable. 

2.7 THE MARKETING OF LIFE ASSURANCE 

Like other lines of insurance, life assurance 1s also 

based on the law of large numbers. The accuracy of the 

113. Ibid 
114. Ibid 
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assurer's predictions will therefore, increase with an ~ncrease 

in the number of separate individual risks assured. Thus, as 
115 argued by Mowbray, the stability of the assurer's 

experience will increase with an increase in the volume of its 

transactions. It is, therefore, to the assurer~s interest to 

seek as large a volume of business as it can handle. Other 

cogent reasons, for instance, increased profits, also make 

assurance companies to go for increased volumes of business. 

This makes marketing a very critical element in the life 

assurance mechanism, and the growth and survival of the 

company is tied to developing and maintaining an effective 

marketing programme. 

Various distribution systems are used in marketing life 

. 116 assurance. Huebner and Black discuss a number of them. 

But ' as Mowbray maintains, the form and extent of the sales 

organization or programme, will vary from one type of assurer 

to another •117 The mutual company will use its policyholders 

and officials to interest neighbours or friends in the venture. 

The typical stock· company will have an elaborate marketing , , 
programme involving salaried employees, independent and captive ,-

agents, and brokers. Between these two extremes is a wide 

range bf marketing systems that are used by the majority -of 

assurers. It is evident, however, that the agent and the broker 

play an important role in the marketing effort although the type 

of assurance company is an important consideration. 

Mowbray, Op Cit pp 393-406 
Huebner, Op Cit Chapter ·40 
Mowbray, Ibid 
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THE AGENT 

Without doubt, the marketing of life assurance revolves 

around the agent who provides the usual link connecting the 

assured and the assurance company. 118 In life assurance, 

the agent is primarily a salesman. He ~s, 

equiped with a rate-book showing the 
rates, surrender values, and other 
features of policies issued by his 
company, as well as sample policies 
and application blanks. These 
correspond, respectively, to the 
price lists, samples and order 
blanks of a merchandise salesman. 
The agent is expected diligently 
to canvass his field for his 
insurer, usually devoting his 
e"n'tire time to it • • • • He is 
paid by a commission on the premiums 
for policies issued upon applications 
secured by him. 119 

Most life offices insist that the individual agents should 

. represent them exclusively. Life agents who represent more 

than one company are therefore rare. Distinguished by the 

amount of supervision given to an agent, there are two 

distribution techniques used by most life offices, the 

h ff
. 120 

general agent and the branc o ~ce. 

General agen~s are appointed by the assurer and then 

given responsibility for a specified territory. The general . 

agent ~s also given authority to recruit and train his or her 

own salespeople or sub-agents. On top of this local training, 

the assurer often provides advanced training sessions at the 

home office. It is usual for the general ageut to finance a 

Vaughan, Ibid 
~owbray, Op Cit pp 396 
Vaughan, Op Cit pp 73 -
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new agent until he or she is well established. Working for 

the general agent is the special or soliciting agent who 

is the most familiar to the public. His work is to motivate 

people to make applications to his company for life assurance. 

Since life assurance contracts 'cannot be cancelled by the 

assurer - except for non-payment of premiums - once they 

have taken effect, the life assurance agent ~s correspondingly 

constrained. He cannot bind the assurer on any. risk.lZl 

Whereas this system is an inexpensive and riskless manner of 

an assurer starting business in a new era, it has the 

distinct disadvantage of affording the assurance company very 

little control and supervision of the agent. 

The Branch Manager, on the other hand, is a salaried 

employee of the assurance company. Since the branch office 

is a mere extension of the home office,' its expenses are paid 
122 by the assurance company. Normally, Branch Managers receive 

a salary and an additional compensation on the basis of the 

productivity of the agents he supervises. 

Although the general agent system differs from the branch 

office, it is not ' uncommon to f~nd a company using a system 
,. 

that incorporates characteristics of both techniques. Either way, 

the .agent is first and foremost, a representative of the assurance 

company. 

121. Dorfman, Op Cit pp 68 122. Ibid 
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THE BROKER 

The broker is encountered much less frequently in 

life assurance than in other lines of insurance. The 

broker is primarily the agent of the assured, although 

he normally receives compensation in the form of a 

123 
commission from the company. Although he does not 

decline business from people "whose insurance needs are 

limited, the broker specializes in serving those whose 

insurance needs are large and many sided, especially 

• II 12·4 Th b k . large corporat1ons • e ro er sol1cits business 

from clients and places them with an assurer although he 

is not required to place it with any one particular 

assurer. He places the assurance with companies ·that he 

considers good and keeps in touch with the conditions of 

the assurer in order to be in a position to suggest 

changes if advisable • . A. competent broker studies the 

assurance needs of a client and 

makes up a complete schedule of the 
kinds and amounts of insurance to 
b~ carried • • • he recommends 
changes to reduce the hazard and 
secure the lowest rates. He keeps 
records of expiration dates and 
calls attention to the needs for 
renewing expiring policies.l25 

TYPES OF ASSURERS 

I 

' 

Class~fied according to the type of products that they 

sell, there ·are three types of insurance companies: 

123 • Ibid 
124, Mowbray, Op Cit pp -- 403 
125 • Ibid 

,-· 
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i) Life offices, which offer life assurance and 

annuities. 

ii) General offices or insurers which sell marine, 

aviation, automobile, property, liability insurance, 

etc. 

iii) Composite offices selling both life assurance and 

general insurance. 

In addition to this classification insurance companies can also 

be grouped according to their legal form of ownership into: 

i) Capital stock companies 

ii) Mutual insurance companies 

iii) Lloyd's associations 

a) Stock Companies: 

A stock life assurance company is one that is 

f k . f' 126 o=ganized for the purpose o rna ~ng a pro ~t. The stock-

holders assume the risk that is transferred from the assureds. 

The capital that is put up by the stockholders is used for 

running the company until premium income is sufficient to pay 

losses and operating expenses. Should actuarial predictions 

.prove accurate, #the premiums collected will not only pay 

losses and operating expenses, but a profit will also be 

returned to the shareholders. In addition, they will provide 

a surplus fund that will serve as a guarantee to the policy-

holders that their contracts will be fulfilled. The majority 

. k . 127 
'of companies writing l~fe assurance are stoc compan~es. 

Vaughan, Op Cit pp 68 
Huebner, Op Cit pp 570 

,. 
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b) Mutual Assurance Companies: 

Huebner defines a mutual assurance company as 

one where the policyholders "theoretically own the 

128 company and control the management" Since ~n 

practice, policyowners are many, widely scattered 

geographically, have little intercommunication, each 

have a small stake in the company, and many do not 

know or fully understand their right; it is there-

fore, common to find directors and officers con-

trolling the mutual company. Mutual assurance 

companies are organized for the purpose of providing 

assurance for the members. A typical mutual company 

• is characterised by its lack of capital stock, and 

the distribution of earnings. After paying all 

losses and operating expenses, any money left over 

is returned to the policyholders in the form of 

dividends. Members of a mutual company assume their 

liability collectively. This type of organization 

is quite popular in the U.S. where it writes over one-
, 129: 

half of all life assurance premiums. 

c) Lloyd's Associations: 

These are other sources of providing coverage 

although these organizations do not themselves under­

write insurance business. Lloyd' .s of London is the 

oldest and most famous of this type of association. 

128. Ibid 
119. Vaughan, Op ~it pp 68-71 
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It is a corporation that markets the services of about 

18,500 individuals. The organization itself does not 

issue policies, instead, the members of the association 

do it. Each member is technically a separate "insurance 

company" issuing policies and underwriting risks 

separately or collectively with other members. 130 The 

association is governed by a group - The Committee of 

Lloyd's -which establishes standards with which members 

must comply. American Lloyd's associations are run along 

the same lines. 

In.Lloyd's associations, a single underwriter will not 

assume the whole risk that is provided by a given policy. 

Instead, he assumes only a fraction. Should loss occur, 

he is liable for this fraction only and does not have to 

assume the fraction underwritten by .a fellow member. 

Normally, in cases where there is a dispute concerning 

coverage under the poiicy, successful litigation against 

one underwriter under a contract will automatically .mean 

that the other underwriters have to pay their portion of 

the loss. However, Lloyd's associations write very little ·· 

life business. They are more notable in marine, aviation 

. 131 
and property hnes. 

-··· 

UNDERWRITING LIFE ASSURANCE 

The proposer (assured-to-be) ~s under an obligation in 

life assurance, as in other classes of insurance; to disclose 

all material facts and to make no material misrepresentations 

to the assurer concerning the risk at hand. Since the assurer 

Ibid 
Ibid 
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is, to begin with, completely ignorant about the facts 

surrounding the risk, and given that life assurance con-

tracts are generally long-term and critical to the very 

welfare of the individual or family, this duty to disclose 

is made even more important. 

The sources that the assurer can use to obtain informa-

tion about the life risk include the proposal form, the 

medical examination, and the agent's report - the last two 

serving the basic purpose of counterchecking or corroborating 

the information given in the proposal form. The company, 

upon receipt of this information, selects and classifi~s the 

risk. 

THE PROPOSAL FORM 

Duly filled, the proposal form constitutes the offer or 

132 application for assurance. It is prepared and issued by 

the company to proposers, through the agent in most cases. 

Questions, contained on the proposal form and to be answered 

by the proposer, are both medical and non-medical ones. 

Iney include· 
,' 

i) The name, 'residence, occupation, ·date of birth, age 

next birthday, place of birth, height and weight of the 

proposer; 

· ii) The description of the type of policy required, for 

example, whole life policy, endowment policy, with-

profits · policy; 

iii) The sum assured required; 

iv) Whether the policy is to be for the assured's estate or 

of named beneficiaries; 

132, Dinsdale, Op Cit pp 118-122 
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v) Whether a proposal has been declined or accepted at 

an extra yremium; 

vi) Whether a proposal has ever been made to the assurers 

concerned or to other assurers; 

vii) Details of previous illnesses and of medical advice 

and treatment, for example, in the last 5 years; 

vii) Details of any circumstances affecting the suitability 

of the life assured for insurance purposes. 133 

The proposer has to sign at the end of the proposal form that 

the answers given are true and that they are to form the basis 

of the contract. 

In addition to these recorded answers will be medical 

or paramedical reports - the findings of the doctor's or 

paramedic's examination- if any were carried out. The medical 

examination includes "height and weight, pulse and blood pressure 
readings, chest and abdomen measurements, condition of the heart, 

d . 1 . "134 . . lungs, nervous system, an ur~na ysLs. If polLcLes with 

large face amounts are sought, more detailed examinations 

involving such aspects as chest X-ray, and electrocardiograms 

are used, and a ~econd medical examination may be insisted 
, . 

135 on. 

The back of most proposal forms includes certain questions 

. about the risk that the agent must answer giving his qpinion 

of the risk. 

Ivamy, Op Cit pp .72 
Huebner, Op Cit pp 451 
Ibid 
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SELECTION OF THE RISK 

Selection is done by the assurer's underwriting depart-

ment whose basic functions are: 

i) To secure a safe distribution of risks, and 

ii) To secure a profitable distribution of risks~136 

These functions are performed by guarding against adverse 

selection, securing proper volumes of risk, spreading the 

risk and going for favourable selection. 

a) Adverse Selection: 

b) 

People are made 1n such a way that the worst risks 

are the ~ost likely to seek assurance.137 Also, 

individuals naturally seek the most favourable terms 

for transferring their risks. These two factors lead to 

adverse selection for the assurer, that is, the risks 

that the assurer finds easiest · to get and hold are the 

poorest in their class, and thes·e poor assureds will 

often choose the benefits most favourable to them if 

g1ven a choice. The underwriting department must over-

come the effect of adverse selection by a careful selection 

# 

of the better assureds and careful drafting of assurance 

contracts. 

Volume of Risk: 

Since assu~ance is based on the law of large numbers, 

its successful conduct calls for the assurer to obtain an 

adequate volume of business in order to produce dependable 

average results. The underwriting department has to work 

with the production (marketing) department towards this 

end. Some underwriters may overlook the danger of adverse 

Mo·wbray, Op Cit pp 460 
Ibid 
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selection and rely upon volume alone to give a 

dependable result in ·times of prosperity when business 

is booming and losses are few.
138 

The subsequent loss 

ratios will have a corrective effect. 

Spreading the Risk: 

The safety of the assurer calls for the avoidance 

of excess~ve amounts at risk on a single hazard. To 

achieve this involves the determination of the largest 

net amount the assurer will assume on any single exposure, 

1
. 139 

that is, the net ~ne. The aggregate amount that will 

be taken in one group of exposures subject to a single 

hazar~ has to be determined also. This whole process 

means that the assurer is spre~. the risk - the 

· roverb ial application of the principle of not putting 

all eggs in one basket. 

Favourable Selection: 

This involves "not only the avoidance of excessive 

lines and adverse selection, but the deliberate selection 

of the best specimens of each class."
140 

Some life 

assurance companies writing only standard risks, for. 
~ 

instance, may limit their writing as far as possible to 

certain forms of the policy because the mortality of 

persons taking these forms is lower than among the general 

assured lives. 

Preliminary selection is done by the agent, or 

representative in the field, using instructions communicated 

from the head office in the fonn of rate books, manuals, 

Ibid 
Ibid 
Ibid 
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circulars and correspondence. These instructions will cover 

the classes of business to be sought, the amount to be written 

on any one assured exposure, and the ·type of exposures the 

assurance company will not accept. The agent in this case 

has no authority to bind the company on any risk. 141 In 

case the risk is not wholly unacceptable but may safely be 

taken on some other basis than that appl~ed for, a policy on 

such a plan may be offered. In such circums tanc <::: s, i t: {_s 

necessary to send with the policy an ·· · .;nent to the proposal, 

to be signed and returnea by the p r o?':..>.:. : . 

REASSURANCE 

In order to satisfy its field agents and representatives 

and for other reasons too, the life assurer may find it necessary 

to occasionally take a larger amount on a single assured exposure, 

or in a single,region, than it can carry. In such circumstances, 

it may safely do so by reassuri r-
. k 142 _, excess r~s • Although 

the primary purpose of reassurance i2 1 avoid too large a 

concentration of risk on one exposure, i t may also be used to 

take advantage of the underwriting ability of t:1 e reassurer, to 

• 
transfer all or certain classes of substandard business, to 

reduce the drain on surplus caused py writing new business, to 

stabilize the overall mortality experience of the ceding company, 

and, for new companies, to obtain advice and counsel on under-

writing matters, rates and forms. 

141. Ibid 
142. Ibid 
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Reassurance arrangements exist ~n various forms. They 

can be classified either on the basis of whether the reassurer 

is bound to accept the reassurance offered under the arrange­

ment (facultative or automatic),
143 

or on the basis on which 

the losses are to be distributed between the reassurer and 

( . 144 
the ceding company excess, quota-share, or catastrophe). 

Facultative Reassurance: 

Under this arrangement, each risk is underwritten by the 

reassurer separately at the time it 1s i~curred. When the 

assurer receives an application for a policy for an amount 

above its net line (retention), it negotiates with the 

reassurer for the transfer of the amount over and above its 

retention. Copies of the proposal forms, medical reports, 
. 

etc., are sent by the ceding company to the reassurer who is 

not bound to accept the business. If the reassurer accepts 

· the business, the same terms as those between the assured and 

assurer will govern the contract. 
' 

Automatic Reassuranc~: 

Under this arrangement, the assurer binds itself to cede 

some portion of the business it writes according to terms set 

up in the reassurance treaty, and the reassurer binds itself 

to accept such ceS'Sions. The treaty usually specifies the ·· 

amount of business that must be ceded. The excess business, 

if any, may be facultatively ceded to another reassurer. 

-·· 
Excess-of-Loss Reassurance: 

This arrangement commits the reassurer to pay part of a 

claim after, and only after, the ceding company's coverage has 

been used completely, that is, only those losses in excess of 

a specified amount and up to a predetermined limit are met 

H~ebner, Op Cit pp 465 
Mowbray, Op Cit pp 470-2 
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by the reassurer. 

d) Quota share or pro-rata reassurance: 

This binds the reassurer to pay a stated fraction 

of every loss, regardless of its amount. This form of 

reassurance entails that the reassurance company must 

participate in each and every loss settlement. It is 

rarely used except by new and _small assurance companies 

who do not want their growth and development to involve 

too much a strain on their financial resources. 

e) Catastrophe reassurance: 

This arrangement is designed to protect the 

a;surance company if its aggregate losses (all assured 

losses less reassurance recoveries of other sorts) 

caused by a · single peril exceed a specified amount. 

The reassurer is then liable up to a certain amount 

specified· in the contract. Ttiis arrangement permits 

the assurer to recover if, even though the loss to any 

particular assured were small, many assureds were 

involved in the same event • . 

Whichever of these arrangements are used,. . the 

basic a~m is to permit the assurer to ''write a maximum· 

amount of insurance, and at the same time to protect 

it from loss due to concentration of amounts of 

• 
11 145 

insurance exposed to s~ngle occurrences • . 

LOSS SETTLEMENT 

The policy will usually state three things in connection 

with payment of the policy proceeds: 

Ibid 

( .. 
I 
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i) When the payment must be made; 

ii) To whom the payment must be made; and 

iii) 
' . 146 

The sum · to be pa~d. 

Time of payment: 

The life assurance policy usually states that the 

assurance company will pay the policy proceeds upon the 

satisfactory proof of: 

i) The happ~ning of the event or events on which the 

sum ass~red is to become payable; 

ii) The title of the person making the claim; and 

iii) The correctness of the date of birth of the life 

assured. 

Person to receive the payment: 

· Depending on the type of policy and the circumstances 

surroun~ing each case, the policy proceeds may be made to 

one of a number of persons. 

i) The assured will receive the payment under an 

endowment policy upon his reaching the age stated 

in the ,policy. Also, in cases where the assured 

has taken out a policy on the life of another person, 

it is the assured who is entitled to the sum 

147 
assured. 

ii) The assured's personal representatives are entitled 

to the sum assured upon the death of the assured. 

iii) · In cases where the name of the beneficiary is 

stated in the policy, the policy proceeds will be 

paid to the said beneficiary. 

Ivamy, E. R. H. General Principles of Insurance Law, London, 
Buttersworth & Co. (Publishers) Ltd., 1970, PP 387 
Ivamy, Op Cit pp 108-14 
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iv) Where there are no named beneficiaries or 

assignees the sum assured will be paid to a 

trustee or executor of the deceased assured's 

estate. 

On the whole, however, payment of the sum assured 

will be governed by the country's laws as they pertain 

to transfer of property, inheritance, bankruptcy, assign­

ment, married women's property, and the powers of the 

court in such circumstances. 

The Sum to be paid: 

The sum to be paid will vary according to terms, 

and type of the policy. Only the sum assured will be 

paid in the case of non-participating policies, whereas 

the assured is entitled to bonuses on top of the sum 

assured in participating policies. The policy will 

invariably contain a provision concerning the surrender 

value. How and when this value is attained and mode 

. 1 b 1' 148 of payment w~ll a so e out ~ned. 

2.9 GOVERNMENT REGULATION 

The life assurance business is strictly regulated in 

most countries. Huebner and Black note, "Few, if any, business 

institutions have been subjected to as strict and detailed govern-

• II 149 
ment supervision as life and health 1nsurance The reasons 

for this become obvious when one considers the nature of the 

assurance contract and its relat:onship to the very welfare of 

the family unit. Because of the similarity of life assurance 

Ibid 
Huebner, Op Cit pp 651 
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to other forms of insurance, very few regulation measures 

are meant for life assurance specifically, instead, most 

of them are directed at the whole insurance industry. 

It is in this wider context that regulation is discussed 

in this section. Unique aspects that d~stinguish life I 

assurance from other insurances will be pointed out as 

and when they arise. 

2.9.1 RATIONALE FOR GOVERN~~NT REGULATION OF INSURANCE 

Many reasons have been advanced to explain the regulation 

f 
. 150 

o 1nsurance. These can, however, be grouped into four, 151 

namely: 

' i) The importance of insurer solvency; 

ii) The unequal knowledge and bargaining power of the 

parties in insurance contracts; 

iii) The unique problem ·of insurance pricing; and 

iv) The promotion of social goals 

a) Solvency: 

The most important goal of insurance regulation 1s to 

ensure the solvency of the insurers. This will make the 
, 

results of the insurance transaction more certain and there-

fore predictable. The essence of insurance is predictable 

results. 

Since insurance is nothing more than a promise to be 

delivered in the future, this promise is worth no more than 

the company that stands behind it. An insolvent company 

Ibid 
Dorfman, Op Cit pp 366-9 
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will mean broken promises 1n the future. This will lead to 

serious problems for the insured. As is aptly put by Dorfman, 

Houses destroyed with no funds to rebuild 

liability suits with only personal assets 

available to satisfy judgements, or 

widows with dependent children and un­

fulfilled financial plans - these are 

the potential outcomes, of the failure of 

an insurer to perform its promise.l52 

' 

The question of solvency is made even more c ritical by the fact 

that life assurance comp anies, for example , are r esponsible for 

sizeable amounts of consumers' savings. This arr angement 
I 

resembles that relationship between bank and depositor. 

Solvency is therefore important because untold miser1e s will 

occur , like those caused by bank failures, should the reverse be 

allowed to happen. 

Unequal knowledge and Bargaining Power: 

Unlike the average insured the insurer has enormous advantages 

1n technical expertise. The average policy, for example, is long 

and contains such words that are meaningful only to lawyers but 

not to the average insured. Again, insurance is an intangible 

commodity. The insured cannot evaluate its worth before it is too 

• 
late to argue -#after the loss has occurred. This imbalance has 

to be regulated so that it is not used to the detriment of the 

insured. 

Prices: 

Pricing is critical in insurance because, on it, rests the 

ability of the insurer to meet its obligations. Cost 1s an 

in1portant determinant of price. Unfortunately, in insurance, 

prices mus t be set before cos t s are fully known. The life 

Dorfman, Op Cit pp 366 

I 



assurer, for example, may have to wait upwards of fifty 

years before it knows its costs. Thus if it overestimates 

costs, the insurer makes money. If it underestimates, 

ultimately the company becomes insolvent. In neither 

case is the insured's welfare maximized. 

Most regulators allow the insurer to use whatever rate 
I 

in pricing its products after filing the rate and the 

supporting statistics with the regulator. The regulator 

retains the right to disapprove any rates that have been 

filed - which will make the insurer to cease using the rates. 

This "open rating" system allows insurers to compete on 

prices while at the same time providing regulatory control. 

d) Promoting Social Goals: 

A certain amount of regulation is geared towards, for 

example, increasing the availability of insurance. Left 

alone, insurers through the process of selection, will make 

certain people to find insurance unavailable, or available 

at prohibitive rates. Some regulatory plans force insurers 

to accept some insureds that they would not have accepted 

voluntarily. 

Towards this end of increasing the availability of 

insurance, most governments also run some forms of insurance 

plans. Many social security systems fall under these plans. 

REGULATED AREAS 

Government regulation is seen 1n most 1nsurance 

activities in many countries. Examples of these activities 

include licensing · of insurers, investment activities, legal 

reserves and surplus, regular audits, and rate regulation 

among many others. 



75 

a) Licensing Companies: 

The power to license insurance companies (or revoke 

those licences) gives the regulatory body a lot of control 

h . . d 153 over t e 1nsurance 1n ustry. Before an 1nsurance 

company is licensed to conduct business 1n any country, it 
I 

is presumed that it would have satisfied that country's 

requirements as regards solvency and soundness of methods 

of operations. 

b) Investments: 

Because bad investments will jeopardize insurer 

solvency, and also because of the desire by most governments 

to utilize part of the enormous funds mobilized by insurance 

1n some state ventures, strict limitations may be imposed 

on the investments an insurer 1s free to make. Life offices, 

for instance, are not normally allowed to make risky 

investments. 

c) Legal Reserves: 

In a bid to promote 1nsurer solvency, regulations may 

. f' . 1" h' " b d seek to prov1de 1nanc1a cus 1ons or reserves eyon the 

insurer's current operating income. This is .especially true 

for life assurers who are required to maintain policy reserves. 

Over time, the policy reserve plus interest less the annual 

mortality costs, when combined with future premiums should 

equal future benefits to be paid by the assurer. 

Vaughan, Op Cit pp 145 
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Regular Audits: 

Insurance companies, like other companies, 

are normally required to file annual returns 

with some government agency. These reports 

may be periodically verified by government 

representatives. 

Rate Regulation: 

This is usually not very strict 1n life 

154 
assurance. The government may only require 

that: companieg do not f:mgag~ in pri ~ dis rimina 

tion. Prescribing the mortality tables and 

interest assumptions that must be used in com-

puting reserves, is a form of rate regulation. 

The insurer's rate structure must be proper 

before its premium income can be sufficient to 

generate the assets required to meet necessary 

reserves. 

Put in a nutshell, insurance regulation 

"determines how and by whom insurance transactions 

may be made. Regulation is established by law, 

administered by public officials, and interpreted 

, , 11 155 
by courts when d1sputes ar1se • 

Ibid 
Dorfman, Op Cit pp 381 

I 
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CHAPTER 3 

RESEARCH METHODS 

SOURCES OF DATA 

While being basically exploratory in nature and 

aimed at documenting and evaluating life assurance 

practices (i.e. the life assurance industry) in Kenya, 

this study utilised two basic types of data -

secondary and primary. 

SECONDARY DATA 

Secondary sources of data relating to background 

information were provided by books and articles located 

in the Main Library, University of Nairobi, and the 

Kenya Reinsurance Corporation Library. The card 

catalogues of both libraries were consulted to point 

out available literature. The study was initiated by 

reviewing this literature. !he following headings were 

delineated for locating relevant material:-

The functions and importance of life assurance 

Types of life assurances 

Policies and innovations 1n life assurance 

Marketing life assurance 

Underwriting life assurance 

Life assurance proposal forms 

Reassurance 

Settling life assurance claims 

Government's regulation of life assurance 

Participants in life assurance. 

I 
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The secondary information gathered thus provided the 

investigative departure point for the preparation of 

the questionnaire. 

Other secondary information was obtained from ~he 

Central Bureau of Statistics and the Registrar General's 

Office. This was used in the sampling of respondents. I 

3.1. 2 PRIMARY DATA 

The primary source of data for this study was a 

questionnaire survey that was supplemented by interviews 

with executives of selected insurance companies 

transacting life assurance business. 

3.2 THE POPULATION 

Being a survey of life assurance practices ~n Kenya, 

this study had, as its population of interest, all 

insurance companies underwriting life assurance in this 

country as at the beginning of this year, i.e. January 1, 

1985. All insurance companies licensed to carry out life 

assurance business in Kenya are required by law to cede 

25 per cent of their reassurance business to Kenya 

Reinsurance Corporation (Kenya Re). A list of companies 
# 

licensed to conduct life assurance business was obtained 

from the Registrar General's Office, and was updated- by 

cross-checking with monthly returns sent to Kenya Re by 

insurance companies and an insurance index appearing in 

the March 1985 issue of the "Finance" Journal - to give 

only those companies underwriting life assurance as at 

January 1, 1985. This list (see Appendix 3) gave a total 

of 19 companies directly writing l~fe assurance business. 
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In compilation of this list, life assurance business was 

taken to include individual life, group life, endowments 

and annuities, and industrial life. 

3.3 SAMPLE DESIGN 

Since there was limited time allowed by the University -

imposed deadlines and due to other external constraints, it 

was not possible to cover all the 19 companies in the 

survey. Again, the method adopted by the researcher -

questionnaire and interview - meant that the survey of 19 

companies within the available time would not be feasible. 

Thus, the population was stratified using ownership 

and size as criteria for stratification. Current Kenyan 

laws require that all insurance companies must ~ncorporate 

locally with at least j of the equity owned by Kenyan 

citizens. A search through insurance companies' files 

at the ReglsLrar General's Office r vcalcd LhaL life 

assurance companies, as is the case with all other insurance 
I 

companies, are either local with more than 50 per cent of 

their equity held by Kenya citizens, or foreign with the 

majority of their equity held by companies incorporated 

in Britain, India or America (i.e. U.S.A., Canada and the 

Bahamas). Thus four categories of life assurance companies, 

based on ownership; were identified namely, Kenyan, 

British, 156 Indian and American. 

156. For ease of categorisation, two companies - one 
incorporated in France and another in South Africa -
were includeJ in Briti~h companies. 

I 
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~nnual prem1um 1ncome was also used to stratify 

life assurance companies. Prior discussions with 

executives from three companies writing life business 

and a search through the insurance companies' files at 

the Registrar General's office enabled three categories 

of life offices to be distinguished based on the size 

of their annual premium collections i.e. small companies 

(below Kshs. 15 million), medium-sized companies 

(Kshs. 15 million - Kshs. 30 million) and large companies 

(above Kshs. 30 million). 

on ' these two classifications, twelve different types 

of life assurance compan1es were identified, but three 

categories were left blank after all companies had been 

assigned to the various possible categories (see Appendix 

4). One company was randomly picked from the 9 filled 

categories to make up the sample of 9 companies that were 

surveyed in this study. 

3 • L1 QUESTIONNAIRE PREPARATION AND INTERVIEW 

The researcher opted to use both questionnaire and 

interview methods because of the following reasons:-

1. The questionnaire could get to some insurance 

executives that the researcher could not reach if 

the interview method alone was used. By delivering 

the questionnaire in advance and following it up 

later with the interview, the researcher provided 

the respondents time to look for the information 

required in the survey. Again, since various aspects 

I 
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of life assurance were sought, the interview method 

alone would have entailed a series of sessions with 

various executives of each insurance company before 

getting all the information required. As 1n most 

companies sampled, the questionnaire ·was circulated 

to the various heads of departments who duly answered 

the questions pertaining to their areas of operation, 

and returned to the executive who was to be interviewed. 

Following up the questionnaire with an interview 

reduced response mortality to zero. It also enabled 

the researcher to explain those parts of the questionnaire 

that were not clear to the respondent. 

The limited time available for the study did not 

allow the pre-testing of the questionnaire. The initial 

drafts were, however, critiqued by members of the 

faculty in a seminar and by a Department of Business 

Administration Visiting Professor before the final draft 

was produced. 

The questionnaire (see Appendix 2), designed to 

provid~ both quantitative and qualitative data, con­

sisted of five sections aimed at answering three of the 

sub-questions raised in the problem definition. The 

five sections were used to collect data as follows:-

Section 1 data on policies and other 

services offered by life 

assurance companies to clients. 

Section 2 data on the marketing of life 

assurance 

I 
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~ection 3 - data on the underwriting of life assurance 

Section 4 data on loss settlement 

Section 5 - data on reassurance 

The questionnaire consisted of both closed - and open­

ended questions. Spaces for any informative responses from 

the respondents were also provided. 

3.5 PRIK~RY DATA COLLECTION PROCESS 

The nine life assurance companies were contacted initially 

by telephone. The research was explained to the receptionists 

who, at their discretion, put the researcher through to 

relevant executives - invariably in the life department. 

After fully explaining the purpose of the project, and what it 

covered, on telephone, the researcher delivered the questionnaire 

to the life executive and made an appointment for a subsequent 

personal interview. These follow-up interviews were used by the 

researcher to explain questions that were not clear, for one 

reason or another; solicit answers for skipped questions and 

retrieve the duly answered questionnaires. 

The covering letter (see Appendix 1) was attached request-
# 

~ng the respondent to participate in the survey. It was 

attached only to those questionnaires that were left with 

receptio~ists or secretaries for subsequent forwarding to the 

life executive who the researcher could not see personally at 

the time of delivering the questionnaire. 

The questionnaires were delivered to, answered by, and 

received from the executives of the nine companies between 
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May 7 and May 24, 1985. A breakdown of the life 

executives was:- three Managers of the Life Department, 

one Assistant Branch Manager, one Marketing Manager, one 

Technical Manager and three Assistant Executives in life 

department s , Each executive requested for a copy of the 

l ~-~e~rch findings. 

1:' 



84 

CHAPTER 4 

DATA ANALYSIS AND PRESENTATION OF FINDINGS 

4.1 DATA ANALYSIS 

The primary data in this study is summarized and 

presented by usc of tables. Wher·eas percentages or 

proportions are utilised in most of the tables, in some, 

the findings arc rank-ordered. This being an exploratory 

study, no attempt has been made at drav1ing statistical 

inferences .from the findings. Statistical validity will, 

nowever, be necessary in studies that may be cqnducted 

follmving the recommendations of this study. 

4.2 PRESENTATION OF FINDINGS 

Five subquestions were raised in the statement of the 

problem being researched by this study. The first and 

fifth of those questions were answered from the secondary 

data collected in the course of this stucd!y, and they are 

highlighted in the discussion in Chapter 5. Presented in 

this Chapter, then, are the findings that go toward ans-

wering the second through the fourth subquestions raised 

at the beginning of this study. Five subsections have 

been used here to present the findings i.e. services 

offered by life assurers to Lheir clients; the marketing 

of life assurance; underwri 1 ; life assurance; loss 

settlement; and general considera tions. 

4.2.1 SERVICES OFFERED TO CLIENTS 

Three · issues were considered here as they relate to 

the products offered by the 9 insurance companies, 

surveyed in this study, to their clients. 
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a) Assuranc~s Offered 

Each of the respondents offered two or more of the 

var~ous forms of life assurance avai labl e today, but none 

offered the whole range of life assurances. As shown 

by Table 1, all the respondent companies transacted 

individual life assurance (in its various term and whole 

life policy forms). 77.8% (7) of the respondents transacted 

group life assurance, 88.9% (8) transacted annuities and 

endowments, 77.8% (7) handled credit life assurance, and 

only 11.1% (1) of the respondent companies handled industrial 

life assurance. In addition, 66.7% (6) of the respondents 

handled pensions although pension schemes are not a pure 

form of life assurance. 

TABLE 1: TYPES Of ASSliRANCES OFFERED BY RESPONDENTS TO THEIR 
CLIENTS 

Number of Proportion of 
Type of Assurance Companies Companies 

Group Life 7 77.8% 
# 

Individual Life 9 100.0% 

Industrial Life 1 11.1% 

J 

7 ! 77.8% Credit Life I 

Annuities & EndO\vments 8 
l 

88.9% 

66.7~ Pensions 6 
I 

N = 9 
) 

for-ms of ~ssurance ~n ~heir importance Upon ranking these 

· (See Table 2), 55.6% ( ~) respondents as premlum-earners 

reported that indi vidua l life \,•as their chd.ef line, 22.2% (2) 



b) 

86 . 

reported that group life was their major premium-earner, 11.1% (1) 

reported that industrial life was their major line, and 11.1% (1) 

~onsidered pensions as their major line. Credit life and 

annuities and endowments were neither ranked first nor second by 

any of the respondents. 

TABLE 2: PREMIUH IMPORTANCE OF THE ASSURANCES FOR THE 
RESPONDENT COMPANIES 

No. of times No. of times 
(and per- (and per-

Type of centage) centage) 
Assurance ranked as ranked as 

1st in 2nd ~n 
importance importance 

Group Life 2 - 22.2% 4 - 44.4% 

Individual Life 5 - 55.6% 3 - 33.3% 

Industrial Life 1 - 11.1% 0 -

Credit Life 0 - 0 -

Annuities and 
Endowments 0 - 0 -

Pensions 1 - 11.1% 2 - 22.2% 

1-

TOTALS 9 - 100.0% ' 9 - 99.9% 

Riders 

No. of times 
(and per-
cent-age) 
ranked as 
3rd in 
importance 

1 - 11.1% 

1 - 11.1% 

0 -

2 - 22.2% 

2 - 22.2% 

3 - 33.3% 

9 - 99.9% 

Only 11.1% (1) of the respondents did not attach any riders to 

the policies they issued to their clients. 88.9% (8) of the res-

. that they attach the Accidental Benefit rider to pondents reported 

the policies they issue. 44.4% (4) attach the Additional Level Term 

rider, 22.2% (2) attach the Additional Income rider, and only 11,1% 

(1) of the respondents attach the Guaranteed Insurability rider to 

their policies as is shown by Table 3. 
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TABLE 3: RIDERS OFFERED TO CLIENTS 

Type of Rider 
·Number of Companies Proportion of 
Offering the Rider Companies 

Accidental Benefit 8 88.9% 

Additional Level Term 4 44.4% 

Additional Income 2 22.2% 

Guaranteed Insurability 1 11.1% 

No Rider Offered 1 - 11.1% 

-
N = 9 

e) 
Other Services 

Apart from issuing policies and riders to their clients, all 

the respondents reported that they provided additional services to 

their policyholders. 77.8% of the respondents give short term 
,_ 

policy loans to their clients (See Table 4). 55.6% (5) res-

pondents give mortgage loans, 88.9% (8) of the respondents allow 

participation in profits, and 88.9% (8) respondents gi~e insurance 

advice to their clients. 

' TABLE 4: ADDITIONA4 SERVICES OFFERED BY ASSURERS TO THEIR CLIENTS 

Number of Companies Proportion 

Service giving the service of the 
Companies 

Short-Term Policy Loans 7 77.8% 

Mortgage Loans 
5 55.6% 

Participation in Profits 8 88.9% 

Insurance Advice 
8 88.9% 

'--
. 

N = 9 
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THE MARKETING OF LIFE ASSURANCE 

This section presents the findings for four 

aspects, about the marketing of life assurance, 

investigated in this study, These aspects include: 

the middlemen used in the marketing process; their 

comepensation and training; the categories of people 

who buy life ass urance products; methods used to 

get new business; competition in life assuranc~; and 

the problems experienced in marketing life assurance. 

People involved in selling Life Assurance 

Two categories of life assurance companies were 

identified according to the effort they expended in 

the marketing of their products. 22.2% (2) of the 

respondents could be termed low profile companies i.e. 

they did little or no marketing at all. One · o~ ~hese 

low profile companies reported that it operated a closed 

fund i.e. it did not transact new business and there-

fore, it did not need to market its products. The 

other respondent in the category reported it adopted 
, 

a deliberate low profile strategy. It transacted new 

business but relied exclusively on brokers to acquire 

this new business. The second category is that of high 

profile companies i.e. those who actively marketed their 

products but with varied degrees Gf aggressiveness. Table 

5 shows the various categories used in selling life 

assurance. 
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TABLE 5: PEOPLE INVOLVED IN THE SELLING OF LIFE ASSURANCE 

Type Hiddlemen 
-Numb er of Proportion of u7' Companies Companies 

- -
Employees of ' the Company 5 55.6% 

Dependent Agents 6 66.7% 

Independent Agents 6 66.7% 

Brokers 8 88.9% 

None of the Above 1 11.1% I 

I 
N = 9 

All the respondents (88. 9%) who reported that they \vere trans-
' 

acting new b~~iuess reported that they used brokers in getting 

th~lr products to prospective clients. 55.6% (5) respondents 

reported that they also used their employees and officers in getting 

new business but they all reported also that new business acquired . 

this \vay was minimal. 66.7% of the respondents indicated that they 

' use captive or dependent agents i.e. agents who represented them 

exclusively - without sending business to other companies. An 

equal proportion, 66.7% of the respondents also i1 'i cated that they 
# 

use independent agents i.e. agents who could repre~cnt more than one 

~nsurance company. Like the business brought in Ly employees, business 

acquired through independent agents was also reported to be minimal. 

Compensation through commissions is the most popular method used 

~n remunerating the sales force. It is utilised by all the respondents 

(88. 9%) \vho \vri te new business. Salary and salary-plus-commissions 

are not used by any of the resr :., ,,c.ients as shmvn by Table 6. 
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TABLE 6: COMPENSATION METHODS T.JSED BY RESPONDENT COMPANIES 

Compensation Methods Companies Proportion of 
Utilising it Companies 

. Salary 0 0% 

. Commissions 8 88.9% 

. Salary and Commission 0 0% 

. None of the above 1 11.1% . 

TOTALS . 9 100.0% 

It was established that except for 11.1% (1) of the respondents, 

all the companies surveyed in this study conduct initial training 

programs to orient the sales force to the company's products. 

Subsequent seminars (revitalisation courses) are run by 77.8% (7) 

of the respondent companies to motivate, and build the careers 

of their sales people in the field of life assurance marketing. 

b) Types of Clients 

The respondents were asked to list the v ~rious categories of 

people who constituted their. clientele for ti c · various lines of 

life assurance. F~rther, they were requested to rank these 

categories of clients according to their importance in terms of 

premium volumes. 44.4% (4) of the responden 1. E: did not ans~.,rer 

this question. 33.3% (3) of the respondents provided the lists 

but reported that it was difficult unless broad generalisations 

are used, to categorise and rank these clients . However, 22.2% 

of the respondents reported that group assurance was mostly 

purchased by private organizations. for their employees; individual 
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life was purchased by businessmen (and businesswomen), 

employees of private firms, teachers, and civil servants; 

Credit life was taken by finance houses and banks; and 

pepsions were taken by private organizations and parastatals. 

c) Getting new business and compe~ition 

As Table 7 shows, the majority of the respondents, 

77.8% (7), relied on the personal contacts and solicitations 

of their agents and employees with prospective clients in 

getting new business. The companies that also advertised 

in ne,vspapers, magazines, journals and trade papers made up 

44.4% (4) of the respondents. 22.2% of the respondents 

reported that they used such techniques as distributing 

printed T-Shirts, handkerchiefs, and car-stickers in their 

advertising effort. 1 respondent (11.1%) reported that it 

TABLE 7: METHODS OF GETTING NEW BUSINESS 

Method Number of Proportion of 
Companies Companies 

l 

1. Sponsoring programmes 
on TV and/or radio 1 11.1~ 

2. Advertising in news-
papers, magazines, 
journals, etc. 4 44.4% 

3. _' _·i.ttinr- a :lc1 distribut-
ing T-Shirts, ~: ~ · ndk c. r-

chiefs, car-stickers 
etc. 2 22.2% 

. 
4. Personal solicitations 

of agents and employees 7 77.8% 

5. Relying exclusively on 
brokers . 1 11.1% 

6. Other methods 1 11.1% 

7. None of the above 1 11.1% 

N 9 
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had been sponsoring progranrnes ~n the mass media (radio), but this 

h<id been stopped by the time this study was conducted. An equal 

proportion ~f respondents (11.1%) reported that it relied 

exclusively on brokers without using any other supplementary 

methods, except on employees who brought in some minimal business, 

to get new business. 

11.1% of the respondents also reported that their advertising 

programme included other methods. The "other" methods reported here 

consisted of erecting passenger shelters at bus-stops. These 

shelters naturally carried huge posters advertising the company's 

products. Finally, 11.1% (1) of the respondents reported that 

it did not use any method to get new business, that is, it operated 

a closed fund. 

77.8% of the respondents reported that they found competition 

rather stiff in the marketing of life assurance. 11.1% of the 

respondents did not face any competition ~n marketing life 

assurance because it operated a closed fund . The remaining 

respondents (11.1%) did not find competition stiff at all (See 

Table 8). 

TABLE 8: ATTITUDES ON COMPETITION IN LIFE ASSURANCE MARKETING 

Opinion 
Number of Proportion of 
Companies Companies 

. Competition ~s stiff 7 77.8% 

. Competition ~s not stiff 1 11.1% 

. There is no competition 1 11.1% 
. 

TOTALS 9 100.0% 
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Whereas no reason was given by the r-espondents (ll.l%) who did 

not find competi~ion 'in marketing life assurance to be tough, the 

respondents who found competition to be tough reported that the 

basic reason for this was the similarity of their policies to those 

sold by their competitors. 

A number of companies have effectively met this competition and 

grown into industry leaders. As shmvn in Table 9, 33.3% of the 

TABLE 9: LIFE ASSURANCE INDUSTRY LEADERS 

No. of No. of No. of 
Companies Companies Companies 

Company and %, and %, and %, 
giving it g1v1ng it giving it 
1st rank 2nd rank 3rd rank 

. 
....... : rj r:an Lif~ :in ...... anc.:e 
Compc.. .. ..~ 4 - 4./l, Lf% 2 - 22.2% 0 

Kenya National Assur&Tlce 
Company 2 - 22.2% 3 - 33.3% 0 

-

-

Kenindia Assurance Co. 0 - 0 - 3 - 33.3% 

Insurance Company of 
East Africa 0 - 0 - 2 - 22.2% 

Jubilee Insurance Co. 0 - 0 - 1 - 11.1% 

Pan Africa Insurance Co. 0 - 1 - 11.1% 0 -

No responses 3 - 33.3% 3 - 33.3% 3 - 33.3% 
# 

TOTALS 9 - 100.0% 9 - 100 .0% 9 - 100.0% 

respondents did not give any answer upon being asked to indicate which 

companies occupied the three top positions in the life assurance industry • 

.t'.,uericc;n Life Insurance Company (ALICO) was ranked 1st: by 44.4% of the 

respondents. 22.2% ranked it 2nd and none ranked it 3rd. Kenya National 

Assuranc·e Company ~vas ranked by 22.2% and 33.3% of lt:he respondents as 1st 

. 
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and 2nd respectively. None ranked it 3rd. 33.3%, 22.2% and 
11.1% of the respondents ranked Kenindia, Insurance Company of 
East Africa and Jubilee respectively as 3rd, and 11.1% of the 
respondent::; put Pan Africa Insurance Company in 2nd position. 
A number of reasons were g~ven for these rankings. However, no 
two respondents agreed on any one of these reasons. 

d) Problems in the Marketing of Life Assurance 

Except for the respondents who reported that the.y have 
adopted a low profile in the marketing of their products (22.2%), 
all the other respondents (77.8%) reported that they experienced 
some problems in marketing their products. 66.7% reported that 
their problems are related to the ignorance of the general 
publ'ic about what life assurance was (See Table 10). 
TABLE 10: PROBLEMS EXPERIENCED IN HARKETING ASSURANCE 

Problem Number of Proportion of 
Companies Companies 

. Problems connected to 
the ignoranc2 of the 
public about life 
assurance 6 66.7% # 

. Lack of committed 
agents 2 22.2% 

. Problems ~n collect-
ing premiums 2 22.2% 

. No problems 
experienced 2 22.2% 

~- ~·· 

N 9 
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22.2% reported that their problem was lack of agents 

committed to the company. Companies witt this problem ~ere 

small companies as per the categorisation of assurance 

compan~es on the basis of premium volume at the sampling 

stage of this study. An equal proportion of respondents 

(22.2%) reported that they experienced problems in the 

collection of premiums also. These included the remittance 

of premiums and collecting the same ~n instances where the 

check-off; or salary-stop-order, system was used, especially 

where the remitters YJere big organizations with hundreds of 

their employees as clients of the assurer in question. 

4.2.3 UNDERWRITING LIFE ASSURANCE 

Presented in this section are the findings of this study 

as regards: the information sought by the assurance company 

about the proposer; the factors that detE>c::tine the premiums 

charged; the provisions of the policies i ~ ued and the factors 

that make policyholders to surrender the:i policies or allow 

them to lapse; and reassurance arrangemen· :; used by respondents. 

a) Information Sought about the Proposer 

On being asked about what kind of ir :-o rmation they sought , 

to know about a proposer before being D1 .:; po_sition to assess 

the risk, 11.1% of the respondents neith2r gave an answer nor 

provided a specimen proposal form; an equal proportion, 11.1%, 

did not provide a specimen proposal form but reported that the 

information sought included details of t J1e life to be assured, 

details of the policy required, occupation and habits of the 

proposed life assured, the medical histoxy (both personal 

and family) of the life to be assured, <>:·td his prev~ous 

assurance history. 
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As shown by Table 11, 77.8% of the respondents did not give 
any answer but instead provided specimen proposal forms which were 
self-explanatory . The details of these proposal forms were fairly 
TABLE 11: RESPONSES TO QL~STION ABOUT INFOfu~TION SOUGHT BY RESPONDENTS ABOUT PROPOSERS 

Response Number of 
Proportion Companies 

. Neither answered nor 
gave specimen proposal 
forms 1 11.1% 

. Ans\vered but gave no . specimen proposal ! 
: forms 1 11.·1% . . Gave specimen proposal 

forms but did not g1.ve 
an answer 7 77.8% 

TOTALS 9 100.0% 

similar and covered such areas as: the personal &etails of the 
proposed life assured, the details of the policy ~quired, the 
previous assurance history of the proposer, wheth~~ the assured 
intended to engage m such hazardous activities as ;aviation, the 
proposer's family's medical history, the habits o£ the proposer, 
his usual medical attendant, the height and weight of the proposer 
and whether he was in good health, and the declara.t ion that the 
answers provided would form the basis of the assurance. 28.6% (2) 
of the specimen policies received also insluded a section to be 
filled by female proposers . This section sought ttc get information 
concerning health factors that are peculiar to women. 
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In addi'tion to the answers solicited by the proposal form 

the respondents who provided specimens of their propos a l forms 

·reported that a medical examination of the proposet· by a recognised 
medical doctor was insisted upon if the sum assured requested 

exceeded a specified amount. This amount varied with the assurance 
company. 

b) Factors that determine the premium charged 

' 

All the respondents reported that the basic premium rate that 
TABLE 12: FACTORS AFFECTING THE AMOUNT OF LOADING OR REJECTION OR RISK 

Factor Number of 
Proportion Companies 

. Occupation 9 100.0% 

. Medical History 9 100.0% 

. Type of Cover (Policy) 
~·:anted 9 100.0% 

. Past Assurance History 9 100.0% 

. Hobbies and Interests 9 100.0% 

. Weight 9 100.0% .. 
# . Height 9 100.0% 

. Residence 1 11.1% 

N = 9 

they charged was already predete rmined on the basis of age and sex. 
The informa ~-::.. on gathered about the proposer was used to establish 
whe · .. ' r the risk was standard, and therefore ; .::cepted at the basic 
rat <> •r substandard and therefore accepted a t. a loaded premium, 

or p ~ Lponed, or declined. 
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The factors reported by the respondents to be the ones 

used in establishing whether or not a risk was substandard, 

and thus determining the amount of loading if the risk is 

accepted, are presented in Table 12. 

All (100%) respondents reported that the proposer's 

occupation, medical history, past assurance history, hobbies 

and interests, weight, and height, and the type of policy 

\vanted will be used in loading or rejecting the risk. 11.1% 

of the respondents also included the proposer's residence 

among the factors used in loading the premium. 

c) Provisions of the policies issued 

66.6% (6) of the respondents provided specimens of the 

policies they issued for individual life assurance. 11.1% 

prov~ded specimens of the policies they issued for group life. 

No specimen policies were provided for industrial life or 

annuities as is shown by Table 13. 

TABLE 13: SPECIMENS OF POLICIES PROVIDED BY P£SPONDENTS 

Proportion Line of Assurance Number of 
Companies 

# 

Individual Life 6 66.7% 

Group Life 1 11.1% 

Industrial Life 0 0% 

Annuities and Endowments 0 0% 

N = 9 

The specimen policies of individual life 'ivere fairly similar 

1n their provisions. This ~as in line with the literature on 

policy provisions. · Ari analysis of the specunen policies revealed 

that each had:- a heading, recitals, statement of the contract, 
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schedule, signatures, and general conditions and privileges. 16.7% 

(1) of the specimen policies had, 1n addition, tables of the non-

forfeiture values (cash values) that are due to the policyholder 

shbuld he surrender the policy at any one time. 

d) Factors influencing the surrender or lapsing of policies 

In g1v1ng some of the maJor reasons that made policyholders to 

surrender their policies or ~llow them to lapse, 77.8% (7) of the 

respondents reported that one of the major reasons ~vas that after 

effecting the policy, most of the policyholders who allowed their 

policies to lapse, or surrendered them, discovered that they could 

not afford the premium payments as they had thought initially, (See 

Table 14). 

TABLE 14: MAJOR REASONS CAUSING SURRENDERS AND LAPSING OF POLICIES 

Reason 

1. After effecting the policy, the assured 
finds that he cannot afford the prem1um 
payments 

2. Lack of proper explanation to the 
policyholder by the agent when the 
policy was sold initially 

3. Dissatisfaction by the policyholder 
with the benefits offered by the 
assurance company 

4. Dissastisfaction by the policyholder 
\vi th the way the company serv1ces 
the policy 

5. Other reasons 

N = 9 

Number of 
Companies 

7 

6 

0 

0 

4 

Proportion 

77.8% 

66.7% 

0% 

0% 

44.4% 

66.7% reported that another reason caus1ng lapses and surrenders of 

policies was lack of proper explanation to the policyholder by the 

agent \vhen the policy was initially effected. 
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Dissatisfaction of the policyholder with the benefit s 

offered by the company and with the way the company serviced 

the policy were not considered by any respondent to be 

among the reasons behind the surrender of policies or their 

lapsing. 44.4% of the respondents reported that other rea-

sons also made policies to be surrendered or lapsed, The 

other reasons identified by the respondents included:-

i) Unforeseen problems that cropped up later, requiring 

the policyholder to have money. 

. ii) In times of high inflation, policyholders are 
{ 

tempted to cash their policies for present use rather 

than wait for ~vhat \vill be little at maturity. 

iii) Life assurance, like other types of 1nsurance, LS 

based on promises about the future, without immediate 

tangible results. Impatient policyholders will not 

wait for this "hazy future" but will cash in their 

policies for immediate use instead. 

e) Reassurance arrangements used by respondents 

As shown by Table 15.A., all respondents, except 11.1%, 

reported that they used either facultative or automatic reassurance 

or both. 55.6% reported that they used facultative reassurance 

only and 11.1% used automatic reassurance only. 22.2% used both 

facultaL.:_, ~ -nd ::JUtomatic arrangements. 11.1% reported that 

they did not use any reassurance. method because they operated a 

closed fund. 



101 
•. 

Of the specific types of reassurance agreements, 33.3% 

of the respondents reported that they used Quota-share 

reassurance, 66.7% used Surplus-treaty, none used Excess-loss, 

11.1% used other methods and 11.1% did not use any 

reassurance at all. 

TABLE 15: REASSURANCE ARrul~GEMENTS USED BY RESPONDENTS 

A: 

-

Type of Reassurance Number of 
Proportion Companies 

. Facultative Reassurance Only 5 55.6% . 

. Automatic Reassurance Only 1 ll.l% 
t . Both Facultative and Automatic 2 22.2% 

. No Reassurance needed 1 11.1% 

TOTALS 9 100.0% 

B: 

Specific type of Reassurance Number of 
Proportion Companies 

Quota-Share 3 33.3% 

Surplus-Treaty 6 66.7% 

Excess-Loss 0 0% 

Other 1 ll.l% 

None 1 11.1% 

N - 9 
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Some respondents, 22.2%, used more than one specific reassurance 
•. arrangement. The "other" specific type of reassurance r epo rted to be 

used by 11.1% of' the respondents was Catastrophe reassurance (See 

Table 15B). 

As regards the wBrkets on which the respondents placed their 

reassurance business, 11.1% reported that they did not place any reassua-

ranee business on any market at all (See Table 16). 88.9% . reported that 

they were required by law to place 25% of their reassurance business with 
Kenya Re. On top of this, they were required to cede 5% of their 

reassurance business to Africa Re which has a regional office in Nairobi. 

In addition, 55.6% of the respondents reported that they placed 

the bulk of their reassurance business on the London market, 33.3% placed 
some on the Zurich market, 22.2% placed some on the Bermuda market and an 
equal proportion, 22.2% placed some reassurance business on the Munich 

market. 11.1% of the respondents reported that they also placed reassua-

ranee business on the Hilmington (U.S.A . ) market. Except for 12.5% (1), 

all the respondents who reassured their risks placed it on more than 2 

markets each. 

TABLE 16: REASSURANCE 'MARKETS USED BY RESPONDENTS 

Market 
# 

Nairobi (Kenya Re and Africa Re) 

London 

Zurich, Switzerland 

Bermuda 

Munich, West Germany 

Wilmington, U.S.A. 
No reassurance placed on any market 

N - 9 

,. 
Number of 

Proportion Companies 

8 88.9% 

5 55.6% 

3 33.3% 

2 22.2% 

2 22.2% 

1 11.1% 

1 11.1% 
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4.2.4 LOSS SETTLEMENT 

Aspects of loss settlement investigated in th; : study, 

findings about which are presented in this section, itclude: 

conditions that must be fulfilled by a poHcyholder or li i .~ 

representatives before and after a claim has been lodged; 

proportion of claims hon?ured; taken for arbitration; or 

repudiated by the respondents in any one year; and the 

problems experienced by the respondents in loss-settlement. 

a) Conditions to be fulfilled by the policyholder or his 

representatives 

Before a claim could be honoured, several conditions 

must be fulfilled by the claimant. The.se include, the 

·notification of the loss; proof of loss; proof of the 

title of the claimant - the admission of age; and the 

production of the policy document, As Table 17 shows, 

77.8% of the respondents required to be notitied, within 

a specified time, of the occur~ence of ~he loss. 

TABLE 17: CONDITIONS TO BE FULFILLED N~ CLAI~~NTS 

. 
Number of 

Proportion Companies 

. Notification of the loss 7 77.8% 

Proof of loss 8 88.9% . 
. Proof of title of claimant 8 88.9% 

Admission of age 5 55.6% . 
. Production of policy 

document 6 66.7% 

. Respondents who did not 
provide· any ansHer about 
conditions 1 . 11.1% 

N 9 
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88.9% of the respondents (i.e. all the respondents who 

provided ·an answer for the question seeking this information) 

reported that they also required proof of loss and the title of 

the claimant. 55.6% required the admission of age of the life 

assured, and 66.7% also required the production of the policy 

document. These findings tie in with the literature on this 

1ssue. 11.1% cf the respondents did not provide any answers 

on this 1ssue. 

~ ) Proportion of claims honoured, repudiated, or taken for 

arbitration 

As Table 18 ~haws, 11.1% of th~ respondents reported that 

t-l-o,..,.. ..c: had no claim so far and therefore they have neither 

honoured, disclaimed, nor taken any claim for arbitration. 44.4% 

TABLE 18: CLAIMS HONOURED, TAKEN FOR ARBITRATION OR REPUDIATED 
BY RESPONDENTS IN ANY ONE YEAR 

Action Number of 
.Proportion Co. l1 i (~ 5 

. 100% 4 44.4% 
1. Honoured # More than 99% but . 

less than 100% 3 33.3% 

. Bet,veen 98-99% 1 11.1% 

-· 
. None (0% ) 7 77.8% -

2. Arbitration . Less than 1% 1 11.1% 

. Be t\veen 1-2.% 0 0% 

. None (0%) 4 44.4% 

J. Repudiated . Less than 1% 4 44.4% 

. Between 1-2% OJ 0% 

4. ~0 claims so 

far 1 ] 11.1% 

N 9 
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reported that s~nce they started operations, they have honoured 

all of the claims lodged. 33.3% r eported that on the average, 

they honoured more than 99% of the claims lodged, and 11.1% 

reported that they had honoured between 98 - 99% of the claims 

lodged. 

77.8% reported that they did not take any claim for 

arbitration in an average year. 11.1% reported that they took 

less than 1 per cent of the claims lodged, for arbitration. 

44.4% reported that they have'so far not repudiated any claim, 

and an equal proportion, 44.4%, reported that they repudiated 

less t.han 1 per cent of the claims lodged. 

The respondents who reported that they have on occasion 

been forced to repudiate some claims gave the following as 

reasons behind their action: 

i) Lack ~f title of the claimant 
.. 

ii) Concealment and misrepresentation of material facts by the 

assured 

iii ) Lack of knowledge of the benefits of the contract by the 

claimant 

iv) Non-fulfilment of claim requirements by the claimant 

v) Non-notification of loss within the contestable period 

vi) Lack of cover at the time of loss. 

Except for reasons ii, iv and vi, which were reported by all 

44.4% of the respondents, no one reason was given by more than 

one respondent. 
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c) Problems experienced by respondents in loss-settlement 

All respondents, apart from the 11.1% which had had no 

claim at all by the time of this study, reported that they 

experienced problems in loss-settlement (See Table 19). 

TABLE 19: PROBLEMS IN LOSS-SETTLEMENT FACING RESPONDENTS 

Problem Number of 
Proportion Companies 

• Del 
ass 

• Del 
. Dep 

cla 

• Dis 
tat 
(in 

Fai 
the 
exi 

• No 

It 

ays by administrators of 
ured's estate 4 

ays by the Exchange Control 
artment for Settlement of 
1.ms outside Kenya 1 . 

putes among legal represen-
1ves of the policyholders 
testate deaths) 4 

lure of assured to inform 
l.r next-o£-k:i.n about 
stence of policy l 

problem experienced l 

N = 9 

\vas reported by L14. 4% of the responrlents 
, 

the pro.blems they experienced l.n loss-settlement 

delays 1.11 fulfilling the conditions necessary l.n 

44.4% 

. 
11.1% 

'•4. 4% 

22.2% 

11.1% 

that some of 

were caused 

l oss-

settlement by the administrators of the assured's estate. An 

e~ual proportion, 44.4% reported that disp~tes among the 

by 

repr ~entatives of the assured, especially· in intestate deaths, 

held up the loss-settlement p:cocess. 11.11.: reported that t he 

Exchange Control Department of the Central Bank, severely 

constrained their settlement effort in cases that involved the 
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exportation of policy proceeds to·.recipients outside Kenya. 22.2% 

of the resp.ondents reported that in some cases, the policyholder 
~ 

failed to inform their next-of-kin of the existence of the policy. 

This created problems after death since claims may not be submitted 

within the contestable period. 

GENEP~ CONSIDERATIONS 

To round off the primary data search, three issues were 

investigated by this study and the findings are presented hereunder. 

These aspects included: associations in the industry; the training 

that respondent companies gave to their employees; and \vhat can be 

done to improve life assurance ~n this country. 

Associations in the industry 

In ans-v1ering what life assu-rance associations the respondent 

companies, or their officers, belonged to, 100% of the respondents 

reported that they were members of the Life Offices Association. 

11.1% also reported that they belonged to the Life Registry 

Association, and 22.2% reported that they were also members of 

the Council of Kenya Insurers (COKI), as sho•vn by Table 20. Other 

than stating that the associations cater for t.he welfare of, and 

act as the spokesmen for their members, no respondent disclosed 

the functions of th'ese associations. 

TABLE 20: ASSOCIATIONS IN THE LIFE ASSURANCE iNDUSTRY 

, 

Association 
Number of Companies 

Proportion Mentioning It 

Life Offices Association 9 100.0% 

Life Registry Association 1 11.1% 

Council of Kenya Insurers 2 22.2% 

N = 9 
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b) Training of the Employees 

In addition to the on-the-job training that all res-

pondents gave to their employees various other training 

programmes are arranged by the respondents for their 

salaried employees (excluding agents). These are high-

lighted in Table 21. 

TABLE 21; PROFESSIONAL TRAINING FOR LIFE ASSURANCE PERSONNEL 

Training 
\ 

• Chartered Insurance Institute 
Courses (ACII & FCII) 

• KASNEB - organized CPA and 
CPS courses 

• Insurance Courses organized 
by ITEB 

• Life Offices Management 
Association (LOMA) 

N = 9 

Number 
of Proportion 

Companies 

9 100.0% 

4 44.4% 

6 66.7% 

1 11.1% 

100% of the respondents reported t hat they encouraged 

their employ~es to pursue the Associaneship (ACII) and Fellow-

ship (FCII) professional training t~~ are offered by the 

British Chartered Insurance Institute. 66.7% of the respondents 

involved their employees in short insurance training programmes 

run by the Insurance Training and Education Board (ITEB). 44.4% 

reported that they encourac;ed their e:~· ployees, especially those 

~-rho are not in technical C: .pcirtments ] .ike underwriting, to pursue 

the CPA and CPS pto~~ssional qualific ~ i ons that are organized 

by KASNEB ~1.1% also encouraged the i r employees to pursue the 

Arne~ >·..l n LOHA training. 
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c) Improvement of the Life Assurance Business 

The answers from the respondents about what can be done to 

improve life assurance business in Kenya are given in Table 22. 

TABLE 22: RESPONDENTS' SUGGESTIONS ABOUT HlPROVING LIFE 
ASSURANCE BUSINESS IN KENYA 

Suggestion 

. Promote public a'l-rareness about 
the existence, nature, purpose, 
and necessity of assurance 

• Introduce insurance in ' schools 
and colleges as a subject 

• Government to make some lines 
of assurance compulsory as ln 
motor vehicle insurance 

• Insurance compan~es to open 
more branches ~n the rural 
areas 

• Government- and industry­
organized workshops to be held 
in ~ural areas 

Agents to learn al l salient 
features of the policies 
they sell 

• Government to increase the tax­
deductible element in premiums 
(insurance r~lief) 

N = 9 

Number of 
Companies 

8 

3 

4 

2 

2 

3 

2 

Proportion 

88.9% 

33.3% 

44.4% 

22.2% 

22.2% 

33.3% 

22.2% 

88.9% of the respondents subscribed to the v1ew that the aware-

ness of the public about the existence, nature, purpose and 

necessity of life assur~nce should be increased. 33.3% were of 

the opinion that insurance should be introduced as a taught 

subject on the curriculum of secondary schools and colleges . 

.. 
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44.4% felt that the Government should make some forms of life 
assurance C01Jlpulsory in the same way as third party risks 
~nsurance ~n motor vehicle insurance , 22.2% felt that workshops 
organized by the Government in conjunction \vith the life assurance 
industry should be held ~n rural areas to increase insurance 

exposure there. 

An equal proportion, 22.2%, reported that the Government 
should increase the tax-deductible element ~n premiums (insurance 
relief in income tax) in order to motivate more people to purchase 
life assurance. 22.2% also felt that insurance compan~es should be 
encouraged to open more branches throughout the country to ~ncrease 
public m..rareness on insurance. Finally, 33, 3% were of the opinion 
that agents should learn and thoroughly grasp t"he salient features 
of the policies they sold ~n order to ensure tha t they did not 

misadvise policyholders. 

4.3 CONCLUSION 

The foregoing findings have brought to li gJ. a number of Hsues 
about life assurance practices, as applied by t ~ selected 
respondents, in Kenya. In some specific areas , ~he se findings tie 
in with the literature available on the area i r. uestion. In other • 
areas, hm..r~ver, interesting deviations from the literature were 
reported. Both aspects are discussed in the n(:Xt Chapter i.e. 

Chapter 5. 
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CHAPTER 5 

CONCLUSION 

Being the final chapter, this chapter sunnnarizes and discusses 

the findings of this study in accordance with the questions raised 

~n the statement of the problem of this study. Al $o highlighted 

in this chapter are the limitations of the study and reconnnendations 

for further research. 

5,1 SU~~RY AND DISCUSSION 

Five subquestions were raised ~n the problem being inve·stigated 

~n this study. These subquestions sought to i d ··nH.f y what constitutes 

the life assurance industry in Kenya, what services are offered by 

the industry to clients how these services <l t.c d, what un-

resolved problem areas exist in the industry and what can be done 

about them, and what role the Government has played in life assurance 

THE LIFE ASSURANCE INDUSTRY IN KENYA 

111<- 1:t.i'r> assurance industry in Kenya is currently made up of 

19 . . 157 d. 1 . . 1 . 
~nsurance compan~ ~ ~ ~rect y wr~t~ng • assurance; hundreds 

of agents, the majority of whc~ Rre depende1 JL ~ captive) agent~; 

about 26 brokers 158 ,#t~o reassurance f irms; ~··the Li fe Offices 

Association. 

There is no pure life office - one writin~ life assurance 

only -: in Kenya today. Even traditional life companies like Alico 

and British-American are also involved in gen ~ ra l business. Except 

for only one, all companies writing life ass urance are joint stock 

----------- ------
As per available records at the P_,6istrar C -ra l 's Office 
See Khamala J. N., The Ori,...:_,; and Grm,;th oi fo dc::'fn Insurance 
in Kenya Op Cit pp 11-~ 
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companies ·. Two of them, Pan Africa Insurance and Jubilee are 

public companies Hhose stock is quoted on the Nairobi Stock 

Exchange. The remaining 16 companies writing life assurance 

are private companies with varied origins and mvnership. One 

company, Kenya National Assurance, is wholly Government-owned. 

Another, Co-operative Insurance Services Limited, is owned by 

Co-operative Societies in Kenya. Kenya Commercial Insurance 

Corporation Limited is owned by ICDC (a parastatal body), 

Minet-ICDC (a joint venture between ICDC and the London Minet 

Group), and.Heri Limited. Four other companies are local 

fin:1s, i.e. the majority of their shares are held by Kenyan 

citizens. 

The rest of the companies arc subsidiaries of foreign 

companies (American, Britishs Indian and French) although they . 

have all been incorporated locally with at least one third of 

their equity held by Kenya citizens as required by law. 

Old Mutual is the only company 1n the industry that B not 

a joint-stock company. It is a mutual company that is a sub-

. d . S h Af . 159 sidiary of a company 1ncorporate 1n . out ·r1ca. Together 

with Lion of Kenya, they are the only companies in the industry 

that do not transact new business, instead, they operate ''closed 

funds". 

The majority of the agents 1n the industry are dependent 

(captive) agents i.e. those exclusively representing one 1nsurance 

company. They solicit for business from prospective clients, and 

then place it with the insurance companies they represent. They 

are paid in commissions which are usually SC'me percentages of the 

premiums paid on policies they helped to effect. 

lS9, See Finance, ~farch 1985, PP 35 



113 

The industry also consists of about 26 brokerage firms, 

th . . f h. h 1 1 . 160 e maJ or·l ty o w lC are oc a compam_es. However the 

bulk of the assurance busines s (especia lly big accounts as 

group policies, pensions, etc,) is handled by such foreigri 

brokers as the Minet ·Group, Hogg Robinson, Clarkson Notcutt, 

Sedgwick, etc. Brokerage business involves stiff competition, 

Because of this, the numb er of "firms in b~siness keeps 

fluctuating over time - with some dropping out and others ln. 

Unlike agents who are representatives of lnsurance companies, 

brokers are, ideally, repres entatives of the assureds; They 

solicit business from prospective assureds and place ~t with 

th~ a·ssurance company offering the best terms to tht'} assured. 

There are, however, brokers who also represent only one 

company or a few. Brokers are paid in commissions tha"t they 

usually deduct from premiu~s collected before remitting the 

balance to the insurance company. 

T\vo reinsurance firms oper a te ln the lj f e as.surance 

industry in Kenya - Kenya Reinsurance Corpul tion (Kenya Re) 

and Africa Reinsurance Corporation (Africa - ·). Kenya Re 

recelves a mandat ory 25 per cent of all re a :urance business 
, 

from direct writing companies (insurers). ' rica Re, following 

the agreement signed by men~ er states of 0 . D~ to set it up, 

recelves a mandatory cession of 5 .per cent ( all reassurance 

buiiness. Although headquarLercd in Lago ~. Nigeria, Africa Re 

has a regional office in Nai robi. In prac · · •:e, the government-

owned Kenya Re r ece ives 30 pe r cent of tltc· usiness, retains 

its share and remits the said 5 per cent t Africa Re. 

160. See Khama l a , Op Cit PP 11 
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Even with these "local" reassurers, the direct writing companies 

still find that .they have to reassure the bulk of their business 

(70 per cent) with foreign reassurers. Mercantile and General (M & G) 

in London, Sw~ss Re in Zurich, aad Munich Re in West Germany are 

the foreign reassurance companies that handle most of the Kenyan 

Cessions. Even Kenya Re retrocedes some business to them. Other 

foreign companies handling Kenyan reassurance business are domiciled 

1n Bermuda, Wilmington (U.S.A.) and India. 

The association that now groups all life assurers together 1s 

the Life Offices Association that 1vas registered 1n July 1973,' Its 

forerunner was the Life Office Liaison Committee of East Africa that 

1vas set up on 2L1th July, 1959 but got deregistcred on 23rd February, 

19 73, to g1ve way to the Life Offices Association of East Africa 

(LOM;A). LOAEA originally had 8 companies in its membership -

American Life Insurance, Commercial Union Assuranc~, Crusader Insurance 

Company, Guardian Assurance, Legal and General Assura nce Society, 

Norwich Union Life Insurance Company, Pearl Assurance, Prudential 

Assurance, and South African Mutual Life Assurance Society - most of 

which are no longer in business. The present membership of LOAEA 

virtually includes all the companies writing life assurance. 
# 

LOAEA has its objects, 

The protection of the interests of 
ordinary life, consultation and 
combined action upon questions 
appertaining to the interests 
common to ordinary life assurance 
companies, and by co-operation 
with any assoGiation having similar 
objects and to act as a channel of 
comrnunica tion be t1veen its members 
and Government of any part of East 
Africa. 
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It runs the Life Offices Registry of East Africa which 

COI!'.p ilcs data extremely useful to assurance companies. For instance, 
every member is supposed. to file vJith the Registry information about 

all proposals for life assurance that it gets, '"hether accepted, post-
poned or declined. \.Jhen enquiring about the proposer 1 s past 

assurance his tory, most insurance companies ask ,.;rhether the proposer 
has ever made any proposal for life assurance to any company, and 
whether it was accepted on normal terms. If so,, he is requested to 

give the date of the proposal, the company he proposed to, and· the 
policy number. Armed with this information, the assurer only needs 

to check at the Registry to find out the previous company's assess-

ment of the risk. 

The Life Offices Association of East Africa 1s affiliated to 

the Council of Kenya Insurers (COKI) that is the official spokesman 
and representative of all insurance companies (be they life or general) 
in any dealings with the Government or other organizations. 

5··1,.2 SERVICES OFFERED BY THE INDUSTRY TO CLIENTS 

The biggest mission of the life assurance i ndustry 1n any country 
1s the provision of assurance cover (protection) : o its clients. 

Currently only one com~any in Kenya - British-Am 1can l:l.surance -

writes industrial life assurance. Co-operative It s urance Services 

offers only group life assurance, but it is not the only company 

offering this line. The rest of the companies \h i te one or more of the 
various lines of assurance available in the worl d today. In cbmbination, 
therefore, the Kenyan life assurance industry of (ers the whole range of 
life assurance covers to clients i.e. group life . individual life, 

industrial life, credit life, annuities, endo\-.rmc" Ls and pension schemes. 

These covers are offered by the var1ous com. 'anies 1n many term 

and whole life versions. The particular policies issued by the in surance 

C · ~ · s namec d1'ffcring from JC company to another. omr)mnes oo un~er var1ou v 0 
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For example, one type of whole life policy has been called the 

"Optima" by one company, the "Family Protector" by another and 

the "Family Income Earner'' by yet another company. Exotic 

names aside, it 1s the cover provided that is important. This 

cover 1s fairly similar, save for the riders attached as pointed 

out by 88,9% of the respondents surveyed i.n this study, 

Before providing this cover, the assurer seeks to find as 

much information as possible from the proposer. The three principal 

methods used to get this inforrr.ation are the proposal form, the 

medical report, and the agents report, as per the literature on this 

1ssue. The findings of this study differ slightly with this con-

tention. Out of the 7 specimen proposals received from respondents 

(who constituted 77.8% of the total sample), on J. y one had a provision 

for the agent's assessment. This, although not .:1nclusive, implies 

that the majority of the Kenyan assurcrs use onl the proposal form 

and the medical report to solicit information &; 1t the proposer. 

The specimen proposal forms received were f i rly similar and 

tied 1n with the literature. The only differciw ~ \vith the literature 

was the section about female proposers that "Yta ~; ·ncluded in 28,6% of 
, 

the specimen proposals received. A typical "fe, ·~ Je" section reads: 

In The Case of Female Lives Only: 

i) 
ii) 

iii) 

iv) 
v) 

vi) 

Are your monthly periods regular and na tural? ••.••.•.•.•• 
Have you ever suffered from any uter .· ae or 
ovaria11 displacen1ent? . t I. I I I 1 I I 1 I I ,., I. I I I I I e I I I I I 4 I I 4 I e II I 

How many children have you borne? ·· -· · •.........•••••.•.• 
(Give their present ages) 
Were your confirments easy and natm :1? •.....•••.••.•.•• 

• . ? Have you had any m1scarr1ages. ~ .................... . 
(Give dates) 
Are you pregnant nmv? If so v.rhen i t con-
firment expected? ................ . .. ,. ................. . 
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Examples of -proposal forms and medical forms used by Kenyan 
. 

companies ate provided in Appendix 5 and Appendix 6 

.respectively. For purposes of anonymity, the companies' names 

have been-obliterated from these specimen forms. 

66.7% of the respondents provided specimen policy forms that 

they 1ssue. An analysis of these forms suggests that most 

companies in Kenya have one standard form that is used for 

practica lly all forms of assurance (except group life). The 

details of the cover wanted are inserted on this form to make it 

term or whole life as required. 

Like the proposa l forms, the specimen policy forms were 

equally similar in their prov1s1ons. They all included the heading, 

recital s, statements of the contract, signature, the schedule, and 

the general conditions and privileges. A specimen of the policy 

form issued by one company is provided 1n Appendix 7. Hmvever, one 

basic difference was noted among the specimen forms received. Only 

16.7% of the specimens received contained tables of cash non-

forfeiture values. This suggests that it is not mandatory in this 

country for companies to include these values in their policy 

document, unlike in•the U.S. as pointed out by the. literature. 

The general conditions and privileges governing the contract 

that were included in all the specimen policies received include: 

paym~nt of the premium, days of grace, proof of age, risk of war 

and aviation, lapsed policy and options, revival of lapsed policy, 

automatic paid-up policy, surrender values and loans, assignment~ 

suicide and harzadous occupations (See Appendix 7). 

The policy document sets out the other serv1ces that the 

asiured receives from the company i.e. policy loans and profits. 

In addition to these, as was indicated by 88.9% of the respondents 

Lo this study, some companies nlso give insurance advice. This 
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involyes going over the needs of the assured and recommending 
the most suitable types of cover for hi~. 

Riders provide additional benefits to the assured. This 
is one area where the findings of this study suggest that the 
Kenyan practice differs from the literature to some extent. 
Whereas different riders ar~ available for the assured at his 
option, as per the literature, the findings of this study suggest 
that most companies offer these riders in a package. The con-
ventional double indemnity rider and waiver of premiums are 
offered in the same supplementary form by some of the assurance 
companies- (See Appendix 8A and B). The study qid not uncover 
any triple of quadruple inderimity pointed out in the literature 
review. 

The guaranteed insurability rider goes under var~ous 
names ~n Kenya. Some compan~es call it the ''Option to Purchase 
Additional Assurance 11 (See Appendix 8C). Specimens of other 
riders available on the Kenyan market are g1ven ~n Appendix 8 
D, E, and F. 

MARKETING LIFE ASSURANCE 

Life assur~nce companies ~n this country offer different 
types of policies to the members of the public. These policies, 
even thou~1 they offer the same type of cover, differ in their 
content details. However, the success of the assurance company 

· d on the number and size of the policies it is able to 
w~ll depen 

sell, since the premium income de termines the s~ze of the company. 
Again, assurance is based on the law of large numbers. It ~s to 
t

'- e comr)anies' intr_; rest that a sufficient volume of 
11e assuranc . . - . 

' policies be sold to members of the public. These are the basic 

that make the marketinB of life assurance such a crucial 
reasons 

element of the firm's operations. 
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The findings of this study suggest that in Kenya, the agent 

plays a central role in this marketing process. Except for 22.2% 

of them, the respondents revealed that they used either dependent 

agents or independent agents, or both. \\Then ranking their 

importa~ce, it was found that respondents relied more on dependent 

agents than on independent agents. The organization of the agencies 

was not investigated, but the fact that most respondents relied 

more on dependent agents than on any other category of people to get 

new business implies that most companies in the industry prefer to 

retain control on the marketing effort. 

Brokers are also used in selling life assurance. Only 11.1% 

of the respondents relied heavily on this form of marketing their 

products. This suggests that most companies prefer not to use 

brokers in selling life assurance. 

The findings also revealed that 55.6% of the respondents also 

used their salaried employees to get some new business. However, 

analysis revealed that business acquired this way was considered 

minimal by the respondents. This suggests that most insurance firms 

do not use their employees to get the bulk of their business. 

As per the findings, commissions \vere the most popular way of 

remunerating the sales people. This tallies Hith the literature. 

The findings suggest that no specific class of people goes for 

a particular form of assurance. However, if broad categorisations 

are to be used, the low income people go in for industrial life, 

while the high income class goes for the pure whole life cover. 

Categories of people in between these two extremes are likely to 

d t arlnuities, and be members of group life plans. purchase en o~~en s, 

Group policies are mostly pur~hased by firms (both private 

and parastatal organizations) for their employees. This category 
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will also take pension schemes. These suggestions cannot, however, 

be said to be representative of the Kenyan situation since they 

are based on responses from only 22.2% of the respondents. 

77.8% of the respondents reported that competition was stiff 

~n the field of life assurance in Kenya. The various companies 

have therefore had to develop different strategies to meet this 

competition. The findings suggest that among the various strategies 

adopted are aggressive ntarketing, provision of superior services, 

deliberate low key strategy to cut out the expenses of maintaining 

a sales force and the various problems brought about by agents, 

opening of more branch offices to increase the clientele, poaching 

of lucrative accounts from the big companies, getting Government 

business, etc. All these have been applied with varied degrees of 

success in the industry. 

5.1.4 PROBLEMS IN THE INDUSTRY AND RECOMME1~ATIONS 

This study identified several areas in the industry that fall 

short of the expectations of not only the respondents but also what 

authors have written elsewhere. These areas include premium 

determination, the distribution of assurance services, exposure 

of the public to in.surance services, loss-settlement, insurance 

education and training, reassurance, and industry image. 

The findings of this study suggest that the factors used by 

insurance companies in Kenya to establish the premiums to be charged 

h d by companies elsewhere in the world. The are similar to t ose use 

· d · d based on age sex, and the mortality table. basic rate ~s eterm~ne ' 

Personal details of the proposer are used to establish whether the 

risk is substandard and load the premlum accordingly. As was 
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established by Guya ~n 1976, foreign mortality tables were used 

by 1nsurance companies to determine the premium rate, 

This is still true today. The two mortality tables commonly 

11sed in this country are the British A 1949-52 mortality table and 

the American 1958 CSO mortality tables. Recourse to foreign t ables 

is basically due to the fact that l~fe tables are yet td be developed 

based on the mortality experience in this country - that could be 

used by life assurance compan~es. It is thus recommended here that 

this situation needs to be redressed. Training local actuaries and 

a diligent compilation and preservation of national life and death 

statistics will go a long way in meeting this goal. 

About 50% of the respondents iRterviewed ~n this study reported 

that taking insurance into the rural areas was one way qf improving 

life assurance in Kenya. By implication therefore, they were pointing 

out one basic truth- that the majority of the industry's operations 

are concentrated in urban areas . 

In any case, spreading assurance services to cover rural areas 

will not benefit the assureds only but the assurers as well. The 

majo r ity of Kenya's populace lives in rural areas. They represent 

a great potential for'the industry. It cannot be disputed that com-

panies that can tap this potential stand to benefit. It is an interest-

1.ng coincidence, but a fact all the same, that the more the number of 

branches a company has, the bigger it is in the i ndustry. 

Connected to this is the general lack of knm,rledge about 1nsurance 

among the members of the public -potential policyholders. About 90% 

of the respondents were of the opinion that promotion of public 

G . 0 G s Th LJ·_· f_e Expec tancy of Life Insu rance Firms in Use of uya, . . • , . e . · · f 
tl C t A t · al Tables in Kenya, MBA The~as, U1nvers1ty o 1e urren c uar1 . _ :~..:..-..:-.:t--

Nairobi, 1976 
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awareness about its nature, purpose, and necessity will go a long 

way in not only helping the industry d b 1 expan , ut a so, it will 

ensure that more people benefit from th · e serv1ces of the industry. 

Public aw.areness will a l so mean that some of the problems that 

insurance companies experience as a result of the ig~10rance of 

pqlicyholders and their representatives as regards policy terms 

and conditions will go. The recommendation that the government 

should step 1n and correct the situation should not be brushed off 

so easily. Studies should be carried out to establish the feasibility 

of introducing insurance on school curriculums, Accounting is taught, 

so \vhy not insurance? 

Using the mass media to publish the nature, purpose and benefits 

of life assurance in particular and insurance 1n general will not 

only benefit the insurance compan1es but also the Government in 

increased tax volumes as a result of increased premium takings. The 

Government also needs to assess the benefits of life assurance. If 

they are found to exceed the costs, \.;rhy not make an uninformed or 

reluctant public to take it? It has been done in the case of third 

party risks in motor insurance, National Social Security Fund and 

National Hospital Insurance Fund. The benefits of these schemes are 
, 

very obvious. Studies need to be carried out to establish the 

feasibility of instituting some compulsory forms of life assurance , 

The findings of this study suggest that loss settlement - the 

most sensitive area of assurance in Kenya from the policyholder's 

point of vie\v - follo\vS the same pattern as that in Britain and the 

U.S. as per the literature. The conditions that must be fulfi lled 

· h l'cy doc•1ment More than 55% of the res-are spelled out 1n t e po 1 ' • -

pon~ents in each case report~d that the company must be notified of 

loss, the lo ss must ~e proved to have occurred, the title of the 
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claimant must be proved, age must be adntitted, and the policy document 

must be produced. 

Some of the problems connected to loss-settlement, as raised 

by respondents ln this study, although not conclusive, point out the 

country's need for some form of Government involvement, to a more 

marked degree, in this aspect of life assar~nce. As pointed out ln 

the literature and corroborated by executives interviewed ln the 

course of this study, the proceeds from life policies are critical 

to the welfare of a bereaved family in many cases. As suggested 

by the findings, delays are caused in the lodging of claims because 

of such outlandish reasons as disputes among an assured's dependants, 

lack of knowledge by members of the assured's family about the 

existence of the policy, lack of knowledge about the benefits of the 

policy by claimants, and lack of title by claimants, among others. 

Neither asiurers nor assureds are to blame in this issue - the 

assurers because they have to adhere to the terms of the contract, 

and the assureds and their representatives because they apparently 

arc genuinely ignorant of what to do. 

This issue is connected to the question of the industry's 

lmage. A claim not hcrnoured brings bad publicity for the industry. 

The adverse public image that the industry has acquired over time lS 

still. something that insurance companles have to live down. Companies 

have been accused, for example, of bP.ing too willing to accept premiums 

but pick on flimsy excuses not to pay claims when notified, 

This situation can only.be corrected by the Government. Whereas 

assurers can play an important role to redress it, still, outside 

interference from the Government may be the only cure at this point 

in time. A Goverru~ent Insurance agency needs to be created, possibly 



124 

,under the ausp~ces of the envisaged Commissioner of Insurance's 

office. Such an agency can serve a dual purpose - collecting and 

filing information about all life policies in force. This may 

appear preposterious, but the benefits derived will make such an 

action worthwhile. 

Such details as the sum assured, premium payments, date of 

maturity, beneficiaries, etc., can be collected and filed. In the 

case of intestate deaths, and others \vhere disputes arise among 

representatives of the assured, policy proceeds may be paid to the 

agency which will then dispatch them to the beneficiaries. 

Such an agency will also ensure that claims are lodged ~n time 

and are not dishonoured because of 11 flimsy excuses". The agency 

can be invaluable as a registry. As a tool of collecting and pub-

lishing statistics about the industry, it will be extremely useful 

t-·:. !-.he assurers as well as members of the public. Educating the 

public abo·u t i nsnrance can be left to such a!l. agency, working ~n 

liaison with the assurers and the Life Offices Association of 

East Africa. 

The findings of this study suggest that reass ·ance ~s another 

problem area in the country. 88.9% of the respond nts reported that , 

they ,_,er~ , e.quired by law to cede 25 per cent of t he ir reassurance 

business to Kenya Re and 5 per cent to Africa Re. They further 

reported that they placed the remaining 70 per cen t of the business 

on one or more of the foreign markets. These find i ngs suggest that 

the bulk of Kenya's rassurance business is place? with reassurers 

outside the c.ountry - a fact that should be regr c · ted because it 

means the outflow of funds and hence the foreign -·xchange of this 

de 1 · t Th;s defe~ts one of reasons fo r the creation of ve ~p~ng coun ry. L 



Kenya Re fifteen years ago. It lS suggested here that the reserves 

o£ Kenya Rr= nee~ to be revim-1ed to see if they are not S\.1ffici nt 

to handle more than the 25 per cent reassurance business that it 

mandatorily receives now. 

Another reassurance firm should be set up, to take par~ of 

the business that is still flowing out of the country, in case 

Kenya Re is stretched to its limits. Such an action could be 

wholly Government or a joint venture with the assurance companies 

ln the industry. It should be remembered that any business placed 

on the foreign market means that much less foreign exchange for 

Kenya - a situation that a developing country should seek to avoid. 

Finally, training and development of personnel in the industry 

have shown heavy foreign leanings. 100% of the respondents reported 

that they encouraged their employees to pursue the A. C. I. I. and 

F.C.I.I. programmes that are run by the Chartered Insurance Institute 

in London. 11% reported that they also encourage their employees to 

pursue the American-originated LOMA professional t udies. About 45 % 

reported that their employees ~vho ~ve re not in dcp r tments handlieg 

technical aspects of life assurance were encouraG d to pursue C.P.A. 

and C.P.S. (Certified Public Accountant and Ccr t:~ jed Public Secretary) 

qualifications run by the Kenya Accountants and ~· cretaries National 

Examination Board (KASNEB). 66.7% involved thej 1· 'rnployees ln 

courses and seminars run by the Insurance Traini1 and Education Board 

(ITEB). These training and profess ional attainm. :tt s in most cases 

play a big role in the builcli~g of the employee s careers in t:;w 

industry. 

Logic, however, calls for a change. Local conditions facing the 

indus~ry make it distinct from~ say, the Britis ~ cr other foreign 

· · · F - Br; tish 1 aw and pract ·i. ces to be taught ~n lnsurance lndustrles. · •or ~ k 
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order to gain promotion 1.n a purely Kenyan environment l.S not 

very logical. It is sugeested here that training and professional 

qualifications that are more relevant to this country's conditio1ts 

are called for. The local Insurance Institute needs to survey 

the possibilities of, and introduce, an academic branch that will 

organize professional examinations and training. KASNEB has done 

it for accountants and public secretaries, why should not insurers 

do the same? 

THE ROLE THE GOVERNMENT HAS PLAYED IN LIFE ASSURANCE 

At the time of independence, the Government realised that the 

insurance industry it had inherited was, to a large extent, not 

relevant to the interests of the ~ndigenous population. It has, 

over the years, embarked on a programme of reorganizing, restructur-

1.cg, strengthening and participating in the na~ional insurance 

industry with the v1ew of making it more responsive to the aspirations 

(both political and socio-economic) of this developing country. 

The life assurance industry has inevitably been touched in all 

these 11 doings". Several organizations have been set up, some 

legislations passed and directives is sued, by the Government that 

have affected the industry • 

• The Government decided to actively participate 1.n the insurance 

industry upon realising the role insurance plays 1n the economic 

development of the country and the mass1ve funds it could mobilise. 

It set up Kenya Na tional Assurance Company, the African Assurance 

and Provident CorporAtion, the Kenya Reinsurance Corporation and 

Hinet--ICDC. 

Natl.. onal Assurance Company was set up in December The Kenya 

bct\ve. en the Government (who controlled 70 1964 as a joint venture 

Sl1ares ) and a number of insurers in the country. per cent of the 
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It is now wholly (100%) Government-owr1 [.> d. o - ver the years, the 

company has g~m;rn into the biggest composite office 1.n the indus try. 

In life assurance, it is definitely one of the top t~o 
w companies 

1.n the industry as regards premium collection and business turnover 

as indicated by the findings of this study. The company has 

actively participated in promoting public awareness on insurance 

by sponsoring radio programme s on insurance. In a country with 

many parastatals that have been prominent for poor performance 

(Kenatco, KCC, Kenya Meat Connn ission, etc.), Kenya National 

Assurance has performed impressively although a lot still has to be 

done as regards promoting insurance (including life assurance) 1 n 

the country. 

The Government also set up the African Assurance and Provident 

Corporation by an act of parliament in 1965. The aim was to create 

a corporation to take over insurance busin es s in Kenya of a Zambian 

Co~poration with the same name that was being wound up. The purpose 

was to protect the Kenyan clients of the Zambian Corporation >vho 

would 1 ave lost the reserves tbat their policies had accumulated 

over time. The corporation was later taken over by the Kenya 

National Assurance Company. , 

By an act" of parliament, the State Reinsurance Corporation 

(which ,,ras later changed to Kenya Reinsurance Corporation) was set 

up in December 1970 with the objectives: 

i) To control the outflow of funds and hence enhance 

the foreign exchange reserves of the country. 

ii) To participate in the business of rc1.nsurance 1.n 

order to generate funds for local deve lopment, and 

i~i) To have controlling power over the insurance industry 

in the country. 
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Initiall~, the Corporation concerned itself only with fire 

reassurance, receiving 20 per cent of reinsured business in this 

c~ass. In 1973 it started receiving 15 per cent cessions on 

mar~ne and 10 per cent cessions for aviation. In 1974 it began 

taking 10 per cent cessions on motor business. These cessions were 

all increased to 25 per cent in 1977. 

The legal cessions in life reassurance business commenced on 

1st April 1979 under Legal Notice No. 54 of the Kenya Reinsurance 

Corporation Act. All cessions .to Kenya Re in life reassurance 

are on surplus-treaty basis i.e. 25 per cent of the sum assured ~n 

. ' . excess of the ced1ng company s net retent1on. The reassurance is 

either effected on original terms or on risk premium terms. The 

amount of reassurance on original terms ~s a proportion of the 

original sum assured, and is constant throughout the duration of 

the polir:· . The reassurance ~s effected on the same premium rates, 

L~IT.d, and conditions of policy as accepted by the ceding company. 

On the other hand, cover is only provided for the death strain under 

risk premium reassurance, therefore, the sum reassured here ~n any 

year is the original sum reassured less the reserve, and it decreases 

each year till the e·nd of term of policy. The premium charged is 

only for the death strain. 

Lack of an institutionalised Insurance Department or Agency in 

the Government has meant that over the years, Kenya Re has assurneu 

the role of Government ~vatchdog in not only life assurance but in 

insurance as a whole. The Corporation provides training facilities 

to members of its staff and employees of insurance companies. It 

has initiated discussions on a local.standardizat ion of policies 

and' their wordings. It has also conducted surveys in such "sensitive" 

areas as premium setting. 
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Above al~, ho'f7ever, Kenya Re's contribution to the economy 

and the nation as a whole has been the savings it has generated 

for the country in terms of foreign exchange. All its premium 

collections are funds that would have found their way out of 

the country for reassurance with foreign companies. 

The Government owns a brokerage firm-through a joint venture 

between the London bas ed Minet group and the State's Industrial 

and Corunercial Development Corporation (ICDC) - the Minet-ICDC. 

The brokerage finn is among the biggest in the industry and it 

handles most of the insurance bu siness of Government agencies, 

parastata ls and their clients. This joint-venture (Minet-ICDC) 

has meant that the Government participates in the full ·range of 

lnsurance activities - brokerage, insurance (assurance) and 

reinsurance (reassurance). 

The Government co-op~rated with other countries in Africa 

to see, in 1978, the creation of Africa Reinsurance Corporation 

(Africa Re) - the first intergovernmental reinsurance firm in 

the world. It is owned by memb er states of O.A. U. (Org~mizat ion 

of African Unity) and the African Development Bank - also mmed 

by member states of O.A.U. Its formation was meant to reduce 
~ 

the outf lmv of funds for reinsurance from the developing countries 

into the developed world. It receives a compulsory legal cession 

of 5 per cent from 39 states in Africa. In addition to the Head 

Office in Lagos, Nigeria, Africa Re has t\vo reGional offices, one 

ln Casablanca, Horocco, and another in Nairobi, Kenya. 

The life assurance industry, as is true of the total lnsurance 

industry, has been run over the years as per the legislations 

pas.sed in the colonial and post-independence periods and Government 

directives issued horn time to time. All the laws c<md directives 

that will govern the industry in future are now consolidated into 
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the Insurance Act, 198Lf, that is yet to commc:ncc. 

The Insurance Companies Act, 1960, is still the major 

legislAtion governing the industry. It includes provisions on 

the registration and licensing of insurance companies, the 

administration of insurance companies, accounting and financial 

reports of the companies, the administration of insurance funds 
' 

the Insurance Advisory Board, and those to conduct brokerage 

busines s, among other provisions. 

This legislation leaves glaring l oopho]es that have~ over time, 

underlined its insufficiency. It does not address itself to such 

vital issues as policy •vordings, premium rating) loss-setttlement 

and other technical aspects of the industry. 

From time to time, the Government has issued such directives 

that have had profound effects on the i11dustry. Prominent among 

them was th~ 1977 directive that all companies in the industry 
l must incorporate locally with at least 33~ per cent of their 

equi:._y in the hands of Kenyan nationals. To date, all companies 

have complied -v7ith this. Soon after this came the Kenyanisat:ion 

of the workforce and the JO per cent 1ncrcase of personnel directive. 

Insurance Cornp~ nies: like all other companies 111 the country, had 

to gradually localise their work-force and increase it by 10 per cent 

as per the Presidential decree. 

The recently enacted Insurance Act, 1984 (yet: to con~enc~) 

reflects the Government's bid to consolidate the lm.; of insura,1ce 

uGdcr one statute and address itself to unique conditions in Kenya 

be
' q~rved by present lPgislations which borrowed that may not -~ 

h ·] f })rj tish legisln.tions. eav1 _y rom 
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The most notable provision ofl the Act is the creation of the 

Office of the Commissioner of Insurance that w.i..ll be charged with 

the overall control and day to day running of the insurance industry. 

The Cormnissioner will have the pov1ers to cal.J for informai~ .i..on and 

production of books or records of any 1nsurance company; examine 

reinsurance treaties; institute investigations into the activities of 

insurance companies; approve premium rates, the appointment of chief 

executives of insurance companies and investment of the funds of 

insur.:mce companies. 

The Act will also impose such conditions on the industry that 

are aimed at stabilizing it and ensuring that business is conducted 

ethically (!). These include \vhat companies must fulfil before they 

can be licensed to operate insurance, brokerage or other activities 

related to the industry; accounting and reporting for firms in the 

industry; ac tuar:i.al invcs tigations; t·he management of firms; premium 

rates, policy terms and claim settlement, and the intermediaries 

(an en ts brokers risk managers, loss adjusters, surveyors, etc. ) h ' ~ ' 

and the conduct of their business among other provisions. The Act 

also restricts tlJe carrying out of life and general business in tandem. 
, 

This statute is bound to have important ramificatiolts for the 

industy . It limits excessively the pmv-ers of assurance t::ompanies Hhen 

it comes to premium setting, and tries to bring loss - settlement 1.11 

l l
·n mind the importance of life assurance to the individual 1.ancl. nearing 

d -1 u111· t, arrd 1' ts econon:ic ir:iportance as a tool of mobiliz-an the L.tml y 

1ng funds, this Act was long overdue. It marks the culmination of 

tlle G t ' efforts to control the industry. ,overnmen - s · 

· 1s to be done The standardization of policies, A lot, hm.;revcr, re.mi:lll · - • . 
tlw Jeveiopllt~~ nt. of local ill(lrt:illity tdble:'. , promotion of publjc: a~vare nc;;" 

• . 1 1
-in(' t1wt pollcyhalders ;~ct: fair der!ls Hitltout (' '1 lnsu rance, anu ensu c? 
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areas t:hc Government h:ts t:o u<ldrcss itself to t; r g~rds 

life assurance. Hhereas companies \vr l ting life can be left 

to handle some of these issues, what they can do is rather 

constrained by the fact that they are in business for a profit, 

Their firms are commercial enterprises, and thus, although 

it may be desirable to effect some changes , these way not be 

economically viable. As one executive interviewed in this 

study put it, "In the life assurance industry, as in other 

. . 162 b d f d . ' '1' industries, pol1c1es are not ase on matters o es1rao1 1ty. 

. 163 They are based on problems as they ar1se and are surmounted." 

The average cicizen does not comprehend the intricacies of life 

a.ssurancc. That leaves the Government as the principal instigator 

of any changes that may refine the industry. 

IN RETROSPECT 

This study set out ·to t.locumen~ the Kenyan life assurance 

industry. Its findings indi~att! that Lh.e industry :i,s composed of 

19 insurance companies (who also write other classes of insurance 

business apart from life), hundreds of agents exclusively representing , 

particular companies, about 26 brokers who handle most of the big 

accounts in the industry (group policies nd pension schemes) but 

very little individual life assurance business; and two reassurance 

The ~wrd 11 ~_,ncies" is uscJ here not to m''<'n the documents evidencing 
th<> ·..,.~ ·.1:cance contracts, but rather, causc· s of action or ways of 
0erforming some activity. 

As per Mr. S. \hmdera, Life Department, P.-··l Africa Insurance Company 
Limited. 
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firms (a state-owned corporation and an inter-governmenLal 

organization). 

The industry offers individual life, group life, industrial 

life, annuities, endO\.vments and pension schem:;s to its elients 

"'ho come from all v1alks of life. These assurances are offered 

in their various term and \vhole ·life forms. The marketing of 

life assurance products revolves around the agent and the broker. 

Life assurance business is transacted, and its technical 

aspects handled, in the same manner that obtains elsewhere as 

the literature suggests. However, the industry experiences some 

proble:ns, most of Y.rhich are traceab] e Lo the general lack of 

knowledge by the average policyholder about the life assurance 

mec.hanism. 

The government has, and still plays, a crucial role in the 

industry. It has effectively participaled in the life assurance 

industry by setting up sta te corporations that have competed 

with private firms 1n brokerage, direct-writing and reassurance 

business. Inspite of the success of the state's reassurnnce firm, 

Lhe bulk of Kenyan life reassurance business is still placed on 

foreign markets. , 

. 
The Government has controlled the industry and regulated it 

by legislations and directives. The industry is still governed 

by the colonial Insurance Companies Act, 1960. A new legislation, 

the Insurance Act, l98L~, ~-.rill have profound •··fft>cts on the industry, 

but it is yet to commence. 

5. 2 LIMITATIONS OF THE STUDY 

The majority limi cation that encumbered this study Y.ras th2 lack 

of' sufficient time in \vhich to conduct it. t"11iversity dead lines 
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and other external constraints me:ant that the identification of 

the problem; ~earch for available literature and research; prepara­

tion and presentation of the final report and the inevitable typing 
Here all done ,.,:;_thin three months. The researcher does not dispute 

the fact th~t a more thorough job would have been achieved if more 

time had been available for the study. 

The limited time available did not enable the survey of all 

the 19 companies that lvrite life assura!lce. Thus, whereas the 

findings of this study may provide useful pointers as to the l ife 

assurance practices obtaining in Kenya, they are however, not 

conc l usive because only about half of the population of interest 

was included in the sa~lle. 

Again, a] though a very representative sample v.1as intended, 

the method of categorisation of the companies into big, medium 

and small, and a l so according to O\vnership \vas not without short­

comings. Although an up-to date list of companies writing life 

assurance 1vas compiled, the latest financial statements of the 

coi~anies-that could be obtained at the Registrar General's office 

were those for the year 1983. The l' years Lhat have elapsed may 

have brought differences in premium and ovtnership standings that 

could not be rcflecte8 in the resulLs of the categorisation (See 

Appendix 3). 

Any slll:vey involving the use of q11estionnaircs has inherent 

problems. Se l dom ~s it possible to CJsk enough questions in the 

questionnaire to cover a given subject, or Lo obtein answers for 

all questions asked. This probJem LS enhanced if respondents have 
t'J go out of their way to get the information requested in the 

questionn.::tire. Although the follow-up. intervie.\,·s cut dmm the 

effects of these problems, they could not htmcver, be completely 
~liminated in this study. 
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The qualitative nature of most of the data gathered in the 

study was ano~her limiting factor. Indexes and Likert-style 

scales can be used to quantify some qualitative data, especially 

where opinions are sought. Hmvever, the bencfi ts of this course 

of action for an industry study of this nature are some-v1hat 

nebulous. 

Finally, the study was severely constrained by the lack of 

research studies and current literature of a 11 near-at-home" 

nature. It would have been useful to find out what has been 

documented on the subject in other developing countries especially 

in Africa. Virtually all the available literature, however, was 

either British or American (U.S.A.). 

5, 3 SUGGESTIONS FOR FURTtillR RESEAIZCH 
-~--·-----·--·------

The following are possible areas for future research. 

1. Owing to time limitation, not all the companies writing life 

assurance v7ere surveyed. It is, therefore, suggested that 

future research should be directed at exploring the whole 

industry. Other salient features of tile industry's practices 

such as organization and related considerations, could be 

included in such studies. 

2. This study could not exhaustively explore such aspects as 

premium rating in Kenya, undenvriting life assurance, marketing 

life assurance, reassurance, and loss-settlement. It 1.s 

suggested that each of these aspects can form the subject matter 

of future research, 
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3. This ~tudy investiBated such aspects as; the possible 

reasons that make policyholders to surrender or allow 

their policies to lapse; and some of the problems 

existing in loss-settlement. The findings on these 

issues represeut ~.;rhat assurers perceive to be the 

reasons. Further research should be conducted on 

these issues to establish Hhat the pol icyholders and 

claimants perceive to be the probJ.cms and their 

causes. 

4. Further research could also be conducted among policy­

holders to establish what types of people go for what 

types of assurances and the possible explanations behind 

this. The results may h(:lp J.n mal(ing life assurance 

more geared tm.mrds fulfi ll:i.ng re.al needs and 

expectations of the clients. 
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APPENDIX 1 

COVERING LETTER TO RESPONDENTS 

Dear Respondent, 

The average Kenyan today neither knows and understands 
what assurance entails nor appreciates its social and 
economic importance. This survey aims at studying the 
nature and operations of the life assurance industry in this 
country. It is hoped that the findinr;s Hill go a long 1vay 
in correcting the general lack of knowledge about life 
assurance among the majority of Kenya's populace. It is 
with this objective that the attached questionnaire calls 
for your assistance in providing the necessary information. 

Your name and that of your company need not appear 
anywhere in the ans1vers you provide. You are also assured 
that the information you provide will be trealed in the 
strictest confidence. Should you so wish, a summary of 
the findings shall be sent to you upon request. 

I shall appreciate your co-operation in the conduct of 
this survey by your returning the completed questionnaire 
before May 20th, 1985. 

Yours sincerely, 

JOSEPH Kl-l.A¥.ALA 



1.38 

QUESTIOKl\AIRE 

Please answer each of the following questions according to the 
instructions given for each. 

SECTION 1 

1. Which of the foll01ving t ypes of life assurance does your 
company deal in? Please tick only the relevant ones and 
rank them in importance according to premium collections. 
For instance, the biggest premium earner should carry the 
rank (l). 

D r- -, 
C1 
D 
[ _] 

D 
D 

TYPE 

Group Life Assurance 

Individual Life Assurance 

Industrial Life Assurance 

Credit Life Assurance (Includ­
ing mortgage protection) 

Pension Schemes 

Annuities 

Others 

RANK 

2. If your company does not dea 1 in some of the major types of 
assurance mentioned above, what could be the ma~n reason? 

D 
I J 

1-] 
L--

,-] 

LJ 

Your company deals with clients who do not need 
these other assuran~es 

Your company is specializing J_n some types of 
assurance only 

It is the policy of your company not to deal 
~n them 

Financial and other constraints make your 
company not to deal in them 

Other. Specify • " e e 9 e I • I I e I e to I • I I I I I I 1 1 9 1 I I I • I • I I 

I I I I I I • I I I • " • I e I I I I e I I I I I I I t1 'I I ft I 1 C • I I I I I I I I I I 0 I I I • I 
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3. Do you attach any riders on the policies you offer? 

D Yes D No 

If yes, briefly mention some of them and provide speclmen 
policies if you can . 

• • • • • • • • • • • • fl ••••••••••••••••••••••••••••••••••••••••••••••••••••• 

••••~•••••••••••••••••••••••••••••••- • •••••••••••••••••ec••••••••• 

" ''''''' " ' '''' "''''' ' ' '' '''''''''''''''.,•••••••••••••••••o••• •• ••• 

t t t t t t t t t t t t t t t t t t t t I t t t t t t t t t t t t t t t t t t t II t t t t t t t t t t t t t t t t I I t t t t t t t 

4. For each of the types of li fe assurance that your company offers, 
who are your c lients? Please provide a list of them ranking 
tbem in importance as far as premium volumes are concerned. The 
following are possible client categories: Civi l servants, 
employees of service organizations, employees of manufacturing 
firms, farme r s , traders, teachers, others, etc. 

' 
5. 

Assurance 

1 ................ 2 ............ 3 ......... 11 •••• 4 ............ . 

Clients 

a a a a 

b b b b 

c c c c 

d d d d 

What are the factors that your company takes into cons ideration 
determining t~e premium rates and loadings to be charged? v."hen 

I ] Age I _jPast Assurance History 

[-] Sex 0 Hobbies and Interests 

0 Occupation [-~] \.Jeight 

OHeight 

L . J Resid ence 

[] Medical History 

0 Type of Cover \.Janted 

, __ ] Others. Specify ................. .. ........................ 
····· · ········· ··4············· ·· ·· .. <~: ... ... . ........... . . 
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•. 

6. Apart from policies~ what other services or benefits does 
your company offer to policyholders? 

CJ 
[ "] 

D 
[-] 

Policy Loans (short-term) 

Hortgage Loans 

Participation in Profits 

Insurance Advice 

D Others. Specify . ................................. ' · .... . 
• , • e • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • t • • , • • • • • • • • • • • • • • • • • • • 

SECTION 2 

7. Do es your company use the following ln marketing its products? 
Please tick th~ relevant ones only. 

r-J 
D 
0 
[] 
D 

Employees (permanent an~ pensionable) 

Dependent (c aptive ) agents 

Independent agents 

Brokerage firms 

Others . Specify 
• • • • • • • • • • • • • • • • a • • e • • • • • • • • • • • • • • • • • • • 

•••••••• :) •• c .. ......... ....... ... ... ... . ... ... ......... .. . 

8. How does your company compensale the sales force? 

0 By Salary [] :Both Salary and Commission 

D By Commiss ion 11 Other. Specify ........ , 

9. On the average) wha t are the qualifications of your sales force 
at the point of recruitment? 

CJ 11 0 11 Level Certific.ate 0 11 A11 Leve l Certificate 

IJ Other . 
1..--

Specify 



10. Do your sales people undergo any training before and after 
being ~ecruited by your company? 

0 Yes [] :t\o 

If ye_s, please conunent 

••••••••••••••••••••••••••o•e••••••••••••"'''''''''''''''''''' 

·····················"·························"·············" 
.............. ........... ....................................... 
SECTION 3 

11. \.Jhat type of information does your company seek to knovl about 
a proposer in the proposal form? Please provide specimen 
proposal forms and comment on hmv the information sought v7i 11 
affect acceptance or rejection of the proposer? 

1 1 1 o 1 o 1 1 1 1 1 1 'I 1 1 I I I I I I I I I I I I I I I I I I I I I I -' I I I I I I I I I I I I I I I I I I I I I I I I 

······· "············••t••····· ··-············· ················ 
I I I I I I I I I I I • I I I I I I I I I I I I I I I I I I I I (I I I I I I I I I I I I " I 1 1 f f • • 4 • , • (' •••• f 

I I I I I I I I I I I I I I • I I I I I I I I I I I I I I I I I I I .. I I I I fl I I I I I I I I I I I I I I I I I o I I I I 

12. Does your company find competitioe stiff J.n life assurance? 

DYes 

If yes, how does it meet this competition? 

........................................... (' ........ ........ . 
13. Does yo11r company offer similar policies as those of your 

competitors? 

DYes 

Why, or why not? 

14. In writing life assurance, which companies occupy the top 
three positions? List them please 

No. 1 

No. 2 

No. 3 

~.Jh y nre they the industry 1caders? 

••••••••••••••••••••••••••••'-•''''''''"••••••••o'"'''''''"''''' 
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15. Which · of the following reasons do you think cause policy­
holders to surrender their policies or let them lapse? 

D 

0 

D 

D 
D 

Upon taking the policies, policyholders 
discover that they cannot afford the premiums 
as they had thou ght initially 

Lack of proper explanation to the policy­
holders by the agent \vhen the policy was sold 
initially 

Dissatisfaction by the policyholder with the 
benefits such as loans etc., offered Ly the 
company 

Dissatisfaction by the policyholder with the 
'Y7ay the company services the policy 

Other. Specify • •• 0 •••••••••••••••••••••••••••• 

• • • • • • • • • • • • • • • • ll ••••••••••••••••••••• 0 •••••••••• 

. . . . . . . . . . . . . . . · .................................. . 
16. How do the following rank as methods your company uses in 

getting new policyholders? 

D 
D 
D 

Your company sponsors programmes on radio and T,V. 

Your company advertises in newspapers, magazines, 
journals, etc. 

Your company distributes T-shirts, handkerchiefs, 
car-stickers, etc. 

Your agents/employees make personal contacts and 
solicitations with prospective clients 

Others. Specify . .................... ., ........ . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • c: •••••••• 

17. \.Jhat problems does your company experience in marketing and 
un renvri ting life assurance? 

............................................................. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
• • e • • • • e • • e • • e e e e e e I e • • e e e • e e e e e e e • e e e e • e e e e e e e •• c e e e e e e e e •• • 

•••••••••••••••o•.,•• .•••••••••••••••••,.••••••••••••••••••••••• 



18. 

143 

SECTION 4 

After a loss has occurred, 
by the policyholder, or his 
lodging the claim? 

what conditions must be fulfil]ed 
dependants, before and after 

I I I I I I I I I I tl I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 

. . . . . . . . . . . . .............................................. 
I I 01 I 1 1 I 1 1 1 1 1 1 1 1 1 1 I I I C1 I I I I I I I f' I I I I I I I I I I I I I I I I I 1 I 1 1 1 1 1 I I I I 1 I I 

•c•••••••••••••.,•••••••••••••••••••••••••••••••••••••o•••••• 

19. What propor:tion of the claims lodged in any year, are 
honoured, taken for arbitration or repudiated totally? 

0 Honoured 

D Arbitration 

I I Repudiated 

% 

Please list 
to repudiate 

some of the major reasons that make your company 
some claims or refer them to arbitrators. 

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I f' I I I I I I 

....................... ' .. " ................................ . 
1 1 1 1 1 1 1 1 1 1 I I I I I I I I I I I I W I I I I I I I I 1 1 I 1 1 I I I 1 1 I 1 1 1 1 1 1 1 1 1 1 1 I I I I I I I 

............. ~ ............................................. . 
20. What are the principal problems that face the company ~n 

claim settlement and what are the reasons behind them? 

. . . . . . . . . . . . . . ................. . ........................ . 

. . . . . . . . . . . . . . . .......................................... . 
• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ' ,. • • • e • • • 

•••••••••••••••••••••••••••••••••••••••••••• " C' " ............ .. 

SECTION 5 

21. \~hat type of reassurance arrangements does your company use? 

D 
D 
[] 

facultative 

Quota-Share Treaty 

Surplus Treaty 

0 
D 

Excess-Loss Treaty 

Others. Specify 

.. " .................. . 
• ,. ••••••••••••••• t • f •• 



Which reassurance markets doe~. your company place its business? 
The name of the r eassurcr need not be mentioned-just indicate 
the town the r eassurer LS domiciled and the percentage of 
business ceded to it. 

D 
D 
D 
D 

% 

22. Does your company, or its officer-s be long to any life assurance 
association? 

23. 

24. 

DYes 
If yes, mention the association and briefly comment on its 
functions and objectives . 

............................... ,. .... , ..... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
........................... ~~ ••••••••••••••••••••••••••••••••• ., .8 

··~~··········Q·········· ······· ····· ·~· ···c.•••···· ·· ········· · · 

(pr ofessiona] \.Jhat training programmes 
does your company require 
to undergo before and after 

and 
and/or encourage 

recruitment'? 

non-professional) 
its employe2s 

.................... ., .................. ,. .. .. .................... . 
t t t t t • t t t t t t t t t t t t t t t t t t t t t t t t t t fl t I t t t t t t 

··················~···· " ,. ................... . 
• • • • • • • • • • • • • • • It • • • • • • • • • • • • • • • • • - .................... . 

In your opinion '"hat can be done by 
life assurance companies to ~mprove 
Kenya? Commen t. 

the G J ~crnment, and/or 
li fe ~ ~surance business 

................................. .. ...... . ., ..................... . 

.......................... .. ............. . ... .. ................... . 

What can other categories of people do? 

" "" '•••• •e• ••••••••• •• •• 

......... 0 • • • • • .. • • ••••••• •••••• " ••• •.•• • .• C' "" •• • · - ••••••••••••••••• 

•••••• • •••••••••••••••••c ••• ••e••• •••• .. • ., •••••••••••••••••••• .. 
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APPE NDIX 3 

CO:V1P.ANIES HRITING LIFE ASSURANCE AS AT JANUARY 1, 1985 

American Life Insurance Compa ny (ALICO) 
Apollo InsuraGce Company Limited 
Blue Shield Insuarance Company LimitEd 
Briti sh-Ameri can Insurance Company (Kenya ) Limited 
Cannon Assurance (Kenya) Limited 
Co-operative Insurance Services Limited 
Corporate Insurance Company Limited 
Crusader Insurance Company (Kenya) Limited 
Insurance Company of East Africa Limited (ICEA) 
Jubilee Insurance Company Limited 
Kenindia Assurance Company Limited 
Kenya Commercial Insurance Corporation Limited 
Kenya National Assurance CompDny Limi~: ed 

* Lion of Kenya Insurance Co!'lpany Limited 
,~ 

Old Hutual 

Pan Africa Insurance Company Limited 
Pioneer General Assurance Company Limited 
The Union Insurance Company of Kenya Limited 
Trident Insurance Company Limited 

These Companies operate "closed funds" Le. they do not transact new life assurance business. 

• 
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APPENDIX 4 

...,, • , r•. 
r .Eompanies Hri ting Life Assurance by Origin 

!nrual Premium Size . .. "': ; . .,: ~ 

~-
. 

J L;J _ ·np MAJORITY 
. ) : . - • F-

-;, 
· -;:;;.'J.iERSHIP KENYAN BRITISH 

t1 

~ ·-- -- ~. 

,. . .. - ·).\._ .... 

t..J.L.l-,j.l-1• ~ 
ANNU.t~ !.. IFE 

ASSURANCE PI<.EMIU 

INCOME 

~---. 
BIG 

· ~ ·ru 1 • , ·. .:.•. : T Tr:'N ) 2 0 

-- -·-

,._ . .. . 
MILLION 

- SBS. 30 HIL LION ) l 3 

-·-

ILL ION) 4 2 

NOTES : 

Inr1udes .one Company of French origin and one of 
South African origin 

** Includes one Company of Canadian origin and one 

I NDIAN 

2 

2 

0 

Subsj eli './ of a Company incorporated in th0 Bahamas 

** AMERICAN 

--

2 

-----

1 

0 

-----
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APPENDIX 5 
~- ~-·~~ 

PI{OPOSAL FOi~ LIFE· ASSlJRl1NCE 

Life Department 

LIFE PROPOSAL :FORM 

ALL QUESTIONS MUST BE Ar-;SWERF.D I 'I FULL IN PROPOSER'S OWN HANDWRITING: DASHES WILL NOT BE ACCEPTED. 
PLEASE USE BLOCK LITTERS THROUGHOUT. ---·--------1 

LIFE TO BE ASSURED 

l. (a) Name in full (MR/MRS/MISS) ....... .. .... . .... . .......... ................. ... : ............................................... .' ............... . ..... . .... . . 

(b) P~tal Address P.O. Box ............................... .............. ....... ... ................. Town .............. .. ···· .. · ....... · .. ·· .. ··· .. ···· .. 

(c) Reside~tial Add~~ ............................................................................. (d) Telephone No, ........................................ . . . 
(e) Occn~ ·'']" \l:'lease give precise details) .................. _. .. : .... ................................................. ....... : ................................... . 

·~i ; 1ace of birth .................................................. : ........ . (g) Date ofbirth ............................................ ................... ...... .. 

(h) Age next birthday ........... ....... ...... (i) Married/Single .............................. (j) Nationality .......................... ............. . ... . 

(In order that age may be admitted, proof of age should be furnished). 

LIFE ASSURANCE DETAILS 

2. (a) Type of policy . .................. . ...... , ... (b) Term . ....................... , .. • ...... years . . .. .... .. . . .. ........ . 

(c) Surn assured ....................................... (d) With/Without profits .. ... ••..... .... ............. . . . ....... . 

(e) Will premium be paid by stop order or Daaker's order? ............. . . : ................. . .. .' ... ....... ... .... .. . ... . 

(f) Name of the employer .... . ................................................ . ....... _ •..... . ............. 

(g) Premium payable annually/half yearly/ qaa~tcrly/monthly 

(h) ADDITIONAL BENEFITS DESIRED: LIFE PREMIU. 1 &ihs ... .. ..... . ............... . 

0 Waiver of premium .K~u ....... .. . .............. . .. . 

C Accident and di'>ability K.Sbs, ................•.... · . · · · · 

TOTAL PREMIUM. Kshs. ------------

(i) Additional B~n~fit co·~r Ksha ............... ........ . .. ............ .... ........... . ..... . 

S. BENEFICIARIES 

(i) Full Name Age R.elationAhip 

" ....... ...... .................... .. ..................... ~ . . . . . . . . . . . . . . . . . . . . . . . ~ .. ... ·• ~ ............................... . 
... .... ... .... ...... . ....... .... ,,, ....... .. ......... ··.···· ................. ... ' ......... ..... ..... ... ... ....... .. ...... . 

If any of the ~hove-mentioned perwn(s) has not attained age of majority (18ye~rs) Section C · · .. :.o-w must ix· completed naming Guardtan{s) 
who mmt be over 18ycao of ~ge. 

(ii) Gu ardian: Full Name Age Rclatiot llhip 

................. . ......... .. ................. . .......... ...... .. .... .. . ...... .. ........................... . ....... .. . 
F.xccpt zs otherwise di rected the proceeds are to be divided cquallr ~mong all perso!1., who· ·• rzmcd a~ i 
ituu d ;nd have attained the age of majority. Otbctwise the Guarrlian(s) 

• dicianes and who ~u:-vi.,.c . he 



MEDICAL HISTORY 

4. (a) Arcyounowingoodhealth?Ifnot,givedetails . . .. ....... .. ... . ..... ....... .... ............ ... . ............. .. . . .. .. .... .. : .......................... . 

·········································:··············· ···················· ····· ···· ·················································································· 
(b) Give name and address of your usu?J doctor .................................................................................. . ....................... . 

............................................ .................... .. .... .................. .. ....... ............ ....................... ... ...... .............. ... .... ........ 
(c) How long has he known you? . .. .... ..... .. ........ ....................... .. . . ..... .. .................... ............ ................................... ... .. 

····················· ·· ······· ·· ···· ······················ ·· ··········· ························· ··················· ·· ·· ···················· ·· ·· ························· 
(d) Have you consulted him or any oth~r doctor during the last 5 years? If so , when and for what complaints? ............................... .. 

······································· ··· ··· ········· ···· ·········· ··········· ··· ··························· ··· ·· ··· ·· ············ ···· ·· ·························· ····· 
(e) Have you ever been an in-patient in a hospital or nursing home during the last 3 years? If so, when and for what compl.ilina? ... 

...... ... ...... .. ..... ..... .. .. ... .... ............... ...... .. .. .... .................................. ...................... .. .... .. ... ........................ ....... .. .. ...... 

(f) Have you ever suffered from or h ad symptoms of any of the following? Please underline the relative ~ase and give detai!.l hr.rebelow: 

Date 

(i) Fits, giddiness, mental disturbance, nervous breakdown or paralysis 

(ii) Affection of the ear, such as , deafness, discharge, perforation of drum, or any impairment of 

(iii) Asthma, bronchitis, chronic cough, tuberculosis , pleurisy, pheumonia, spitting of blood or 
any other affection of the throat or long. 

(iv} Breathlessness. pain in the chest, paipitation , swelling of ankles or any other heart 
impairment or disease. 

(v) High or low blood pressure. 

(vi) Aff~ction of bones . glands, joints, spines or veins. 

(\~i) Abdominal pains or discomfort, fistul a , piles, indigestion , vari::ose veiru, ruptureoruker. 

(viii) Affec tion of urinar1 and generative organs. frequent or p ainful urination, gonorrohea, 
st ricture, syphilis, sugar or albume n in the urine, kidneys or·bla.dder. 

(ix) Gout, rheumatism, rl.eumatic fever. 

(x) Di abe tes. 

(xi) Any physical defect or clefonnity. 

(xii) Any di~ease not mentioned above. 

Disease Doctor Consulted Duratior 

sight 

0 Yes 

0 Yes 

0 Ya 

0 Yes 

0 Yes 

0 Yea 

0 Yea 

0 Ya 

0 Yea 

0 Yes 

0 Yes 

·o Yea 

Result 

0 Nc> 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

0 No 

--

--+-----------------------·--
(g) Have you ever met with ~erious injury? If so , give details . .... . ... ................... .. .... .. . .. .. .. ................................. : ... .. ..... . 

(H) Have you had or are you about to undergo a surgical operation ? lf so , give detai!J .... 

(i) Have you been or arc you abou t to be x·rayed? lfso, give detail& 

(il Has any ncar rdative suffered from insanity, cancer, epilepsy . diabetes , stroke or he ' isease? If so, state the disease and the 
relative a ffected . .... ...... . ... . .... .. ........ . .. . ..... ....... ................ . ... ... ........ ... ... .. 

(k) Has any relative Many person in any home in which you have lived suifered from t ' CC l' o~is? If so , give date of your l ~t contact 

(I) What is your height? ............................... .ft ..................... : ...... . ill.l. 

(~) What is your weight? .... .. .... .... ................... . lbs. 

(n) Is your weight increasing? 0 ; decreasing? 0 ;or stational)•? 0 Please tick. 

~.' .................................................. _____________ ~_-_-_-_-__ -_-_·----~:::::::::_------_______ -__ --___ 
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'FAMILY HISTORY 

s. ~--------------------- --T-------------------· -----------~ Living Dead ------..-------------,-----·-------r--------.--------1 Pre~nt Age at 
State of Heallh 

Death Age Cawe of Dr;,th 
Dmation 

of!Eness 

\"ear of 

Death 

~---------~---------~------·-------------·-r-----------------+----------~---------~ F1ther 

---------------r-----------4-------------
Moth~r 

Brothers 

r----------~1------------r-----------+----------------------------r-----------+---

Sis~ers 

l 
r----------~--------~--~-----------

__ l_ ______ L,__ __ _j ___ --1' 

( 

\ 

HABITS 

...... ........... .... ......... .. , ......................................... . 6. (a) How frequently, and in whal quantity do you 1!Se into:dcati''!S liquors? 

(b) Have you ever used any of the habit forming drugs or narcotiC!? •••••• •••• •• 0 • • ~ ••• • •••• •• • •• 0 • • ••••• 0 ••••••••• ' •••• • ••• 0 ••••••• 0 • ••• •••• ••• •• 0 • •• 

(<:) What quantity of cigarettes or tobacco do you smoke daily? .. ............................. ......... .......... .. ........ .... . ............. ....... .. .. . 
(d) Have you undergone treatment for any liquor or drug habit? ..................................... ... ......... .... . .. . .. .............. ...... . .... .. 

PREVIOUS INSURAl''CE H!&TOi.lY 

7. (a) Has a previous proposal on your life ever ~en made to this Company? Ii ro, ;Pv- l'olky No •... .. .. .................. . . . .. . . 
(b) H~ any proposal for Life Assurance or Sickness or Accid~nt lnsura;:c• on your life bel':n aca!pted at an atra premium or on other· 

special terms, or declined by another Company? If so , whe•• and by which ComJ,any? ... ..... ........................................ , .. .. 

····························································· ......................... ...... .... ............. ....... .......................................... .... . 
(c) h the Policy applied for herein intended to rep lace lmurance now carried in th is ot any other Company 

•••••••••••••••••••••• • ••••• • •• ••••• •••••• • • •• • •••• • • •••• •••••••• •• • •• •• • •••••••••••••••••••••••••• ... . ... ... ......... .............. . . 0 •••••• 0 •••••••• 

; 

APPLICABLE TO A FEMALE UFE 

8. (a) Is menstruation regular ar.d healthy? ... ... ...................•.......•...... . . ••• ..•.•..• . , .. .. .. .... , . . ...... . . . 

(b) How long have you bet:n married? ..... . ········· ... . ························· .................................. . 
' (c) How many children have you had? ....................................... , .. .•.•. .•........... • .•......... ..... .. 

(d) Are you now pregnant? If w how far advanced? ............... . ......•.........•••................•............... 
(e) Have you had any d~ase of the womb or ovaries or bre ast ? .... .. .. ........... .... . _ .. ........ . . ..... ....... .. . : .. . .. 

(f) Have you had any mi;carriages or other than norma! labours? .. . .. • .•. · ............•• .• ...........•................... 

GENERAL 

9. Is there any other circum.!tances or information touching rite pa.!t or pre..<ent state of your hca!th or habits, or any other cause rhn 
might render an ~ssurance on your life More than usually hazardo,ls? If so. give details ••. ............................... 

... ·· ···· ···"· ···· ············· ·· ··· ········ ... .. .. ...... ···· ······ · .. ' ....... .... .......... . .... . ····· ............ . 
•••• •••••••• ••• • .......................................................... •• • ••• .,. • •••••• •• • •• • ••••• ••••••• 0 •••••• 

o , , 
0 

, 

0 

, , 

0 

, , 

0 0 0 0 0 

, , 

0 0 0 0 0 0 0 0 0 0 0 
, 

0 0 
o o 

0 
o o o o o • • o o o o • o o o • o o • • o o o o • o • • • • • • a • o • • • o o • • ~ ~ • • ... • • o • • • • • • o • • o • • • o o • • , •• • • o • • o , , 
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DECLAP.A T10N BY THE UFE PR.OPOSF.D 

1 declare that, to the best of my knowledge and bdief, all the atatemen~ in this propm3.1. whether in r •• y own handwriting or not, are true 
ar.d complete and I ag-ree that the-y,' together with this Declaration and, in the event of my being medically c:r.arnined, th~ answers toLe 
made by me to the medical examiner acting on behalf of the Company (which ail' deemed to be incorporated in tllis declaration) 5hall be the 
basis of the contract between me and the Company. 

I also agree that the Company may ~cek information from any doctor who ha5 attended me or from any life assurance company to which I 
have made a proposal for life, &id;J1es.l or accident iruurance and I authori!c the giving ohuch information. 

1 further agree that in the event of my failure to notify tr.~ Company r.n writing of any ch:mge in my health, h ab it, occupation or bmily 
history before this proposal i.l accepted by the Company or payment of the fim premium, whichever ia later, the Company will be entitled to 
repudiate this contract. 

Signed at (Place) ......................................................... this .... \ ......................................... dayo! ..... ........... ........ l9 .... .. 

········································································ ··········••oo<looooooo'oooooooooooo•oooooooooooooo••••······ 

Signature of Witn= Sig-nature of Life to be assured 

Name ........... ............. ............ ............ ............... .... .... . 

Address ...... .... . ...... ........ .... .. ........ .. ... ...... ··· ···••· ···· · ··· ·· 

Occupation ................................................................ . 

TO BE COMPLETED IF THE POLICY IS TO BE EFFECI'ED BY A PERSON OTHER THAN THE LIFE TO BE ASSURED 

Name in full (Mr/Mrs/ Miss) . .. .......... .................. .......... .. ............... .. . .... ............... ....... .................... .................. ......... . 

Postal address ......... ............. ... .... .................. ~ ........................................................................... , ....................... .. 

Occupation .. .. ..................................... . ............... ....... . ...................... . ... .................... . .. ..... " .............................. . 

Nature and extent of interest in life to be assured .......................................................................................... " ................ , 

•••• 0 ••••••••• 0 • • 0 •••••••••••••••••••• 0 ••• ••• 0 ••••••••••••••••••••••••••••• ~ •••••••••••••••••••••••••••••••••• 0 •• 0 •• ••• • ••••••••••••••••• 0 •••••••••••••••••••••••••••• 

1, the person to whom the policy is granted, declare that, to th~ best of my knowledge and belief, th~ above <tatement3 arc true and complete 
and 1 agree that this Declaration together with the statement.~ give aboYe a1~d to the r.J.edical exami.nrr by the Life to be assured (if medical 
examination is required) shall be the basis of the contract between myself and the Compauy. 

Sign~ at (Piace) ................................................ this ... ........................ ............ dayof .................................... l9 ............ .' .. 

•••o••···············•o••················,····················· 

Signature of Witneu Signature of Grantee 

Name . .. .. ...... ... ....... ....... ......... . ........... ............. ........•..... ..• 

Address., ........................... · ... · ...... ··· ......... ····· ................... ·· 

Occupation .. ......... ... . _. .. . .... . .. .. ....... .. .. .. .............................. . 

NOTES: 

The Company is under no liability in respe-:t of this proponl until it haa been accepted by the Com)Jany and the Company's printed form of 

receipt issued in exchange for the first premium. 

FOR OFFICE USE ONLY 

'r 
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APPENDIX 6 
.. ~ •. 

.· 1"-1 

MEDICAL JEYAMINER'S REPOR~cg;: 
- ~ - ...:·~ - =· -~ 

~ ~~ME OF LIFE TO BE ASSURED ---;·-R--G2 ____ ------ ,_______ --~: ____________ _ 
~REs:~~~~--- ----------------Sz~--- ------------------ -·---------- --·---·Married/Single/Widowed/ Divorced 

'ession 0 ,. t. or ccu!la 10n -------------- -------------- - ___________________ Age next Birthday __________________ _ 

·ical ExamJ·ner's full name · . 
. · --------------------- .. ----------- ··---- _______ Qualifications, 
kletters) -;:::/ - ------------- ·-------

\ij· -. ~~ 
~ -~~~~~·====~~~~================;:====================== 
ll
l.!e dical Fxan:un· er 1·s rcnuested to obta;" C'tegor!·cal answers to th •• 11 · =os 

- ~ .,.. ~ c • e owmg questions, and full information of those conditions 

··Y to shorten life. 
!a) -;D~o::-:y~o:-:-:u:-=u:-n-;de=-:r:st;:-::an·-:-:;d;-:th;:::a:-::t:-=-:y:o~u=-r -::a-.:n:s\:v:er:s-:in:-t;:h:-;-is:-· -;:P::-:er:s-=-on:-a::-;1-r(_a_)-------~---·--------~---­

Statement are wa..-ranted to be true and complete and 
tl1at consequently any mis--s-::ntement or concealment of 
fact may invalidate any contract of assuunce based 

~reon? • 
~ I1~s1.ad~odpofs~ ~r ~th~~c~·~rtlid'fu~~;he;r~b;~~n~(~b~)-.~~~~~~~~~~~~~~~~~~~~~~-

oec me , e C!"l"" ~ w1 wawn or accep e w1t an in- •. 

creased P'"" ;; ,•'<•n, debt or lien? (If so, state full parti-

\.. cular•/' ~~- ·~~~:::~~~:::-r~~::::~~~~·::~~~~~~~-------------------------------------------·----------·'"· .. .. . ~.0w, and have you been for su.ne years past, in good 

I 

~·n·t 

Ia) ,~\;~'11.;:-a:-::t--;-:-km:-:. -:;d:-an::-d::;-:a-:m::-o::u::n::-:t:-:o-;f -.;i1:l::to::>:-;:i:ca::t:in::g:-~u· q~~u:7:o~r:-:ido:::-:y::o::;-u:-. i-;(-a::-) --------------------·~-­

e each WEEK? 
Have your hauits as regards the use of such liquor always (b) 

been strictly sober and temperate? 
co? (c) 

/,:~ Y''u t<'king r have you ever taken s~datives, tran- (d) 
quilisers or drugs :or the purpose of controlling any type 
of medical or physical i..11pai.rment ? (If so giv~ full 

articu!ars) 

~ave lou hYou suffered from or had any symptoms of or been told 

I 
ad any oi the following:-

1) 
1:pitting of blood, a;~ma, pe;"Sislent cour.h, pnel!mOniJ.\, 
Pulmonary tuberculosis, pleur'.')" or · affection of the 
lungs or throat? (If !lpplican: h.:s had p i.!:urisy, pieau 

ascerlain date, cause .cmd dur.m?n a.~d ij any effusion). 

~ . 
nJackout, or fits of ar.y !rind, m<-J!Ial or nervous d:<e~~ 

~inting? It) l!' ._...;......___ _ 

14) 

l&h or low blood pressure, 013lplt~t:on, short.~ess ol 
breath or pal,, in ches! on cxer .on, or any affccl!on of 

the heart? 
(Ascertain if any tablt! tS takm or any rrearment recei~ed 
for blood pressure}. 

Chronic o~ ptmste~t indJg'!~t.c-n, stomach ulcer, 
dysentery, jaundice, ;,11 stones, or any ou'ler affection 
of th~ towels, liver or gall bladder or other abdominal 

organs? 

ect.ion of tl:e prostate, .,.~rts, kiJ:uys, bladder or 

system, or ~nerative or_g;;.."ls? 

rever, arthritis, or any 

nswer 
"YES" 
or' " 

If "Yes" r.ive full details including dates and namc!l 

and addresses of Doctors consulted. 



-------------------------· 
Have you submitted to any 

(a) Surgical operation? 

(b) X-ray examination? 

(c) Investigation in ~ursing Home or Hospital? 

~estigation or examination by a consultant or specialist? 

(a) Family Histr.>ry . 
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(a) 

(b) 

(c) 

(d) 

If "Yes" give full details 

II IFDEAD ·~ 
'-- Age St3te of He:1lth Age at ..,--y:: .. -,--------_;__;_ ___ __,. ________ .J 
-------+----'r---- De?.th I 1 ear Cause of Death Duraticn of illness 

...... _____ .,... IF LlVINC 

:~:, --------· -------------------------11----=r----·------·------ ---~ -··---··------ ----------------

{ -~~~~~~ ~~~~-~~~~~~;~~~~-~--:jl_;;~~~;~ ~~:~= ~-:~~~~~~~=-~~~:~~~-:~:~~~~i:::~~-~:~~~~~~~ 10thers 

~ters 
----- ---'-

"------- ··---------------··---- ... ----- -- - -- ________ ,. 

(b) During the past two years have you resided or been in contact with 
any person who had puimona1y tuberculosis or other infectiot.s or 
notifiable disease? (lf so, state full particulars) 

'-------------------~----------------------
(c) Has any close relative living or dead had cancer, coronary or 

artery disease, diabetes, epilepsy, pulmonruy tuberculosis or 
suffered from insanity? (If so, state full particulars) 

~---------·----------------------------------------
· (a) Name and address of your usual medical attendant. 

'-----------,----------------
(b) \Vhen did you last consult him, and for what reason? 

~ . 
II 
l£ CASE OF FEMALE LIVES ONLY:-

(a) Aie your monthly periods regular and nanual? 

(b) Have you ever suffered frofn any uterine or ovanan 

(a) 

(b) 
displacement or disease? 

(c) How many children have you borne? (G ive the ir present ages) (c) 

(d) Were your confinements easy and natural? (d) 

(e) Have you had any miscarriages? (Give dates) (e) 

(f) Are you now prcgnmt? If so, when i~ confinement expected? (f) 

~----------------------------------------
DECLARATION 

------------------------ ___ ... _- ------ ---'"=-

-----------------------------------

/ 

10 
l declare and warrant that this Personal State~ent is complete a~d tiue, and also that l understand ~;'ld agree tl!:lt this statement 

\l&Cther with the proposal for assurance on my life and any other aocuments relatl\'e the.reto, shall be the basis of the ;>roposcd 

lltract cf assurance. 

r
0
/ hereby ;~"evocably authorise and r('quest any do~tor or other person \yho may.be in P?sse~sion of, <?r hereaftrr acquire, any in­

l[nlll~tJ?~ ronceming .my hic';~lth up to the ,Jres~r.t t1me, to d1sc:ose such ~nforma~10n to o.ne Ler;ya National Assurance Company 
lhed and I agree that this authority and request shall rcmam 111 fo rce atter my oeath :.swell as pnor thereto. 

Signed by the llfe to be assured: ------- •. -· __ ----- ------ ---------------- __ .. --- ___ • _ ••• 

(in the prcsenc:c> of Medic.al Ex:llnincr) 
-·- ----··--, ..... - ·~·- -- ... -...--
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~ 'T 2- REPORT AND OPINION OF THE MEDICAL EXAMINER 

=~Isth~.~ll~kn~~~~~--~==========-~ f 
e examutee persona y · own to you? Have you e.Yer I 

attended him/her professionally? ·If s.::, for what ailments 
and when? ' 

~. Height.---··---- ft. ------ ins. 
(without boots or shoes) 

Weight. __________________ lbs. 

(in ordinary indoor clothes) 

Figure and Generai 
Appearance 

i. (a) Did you personally weigh and measure the examinee? 

(b) Is weight increasing, decreasing or stationary? 

l, Does appearance of ex~inee corresyund with age stated? 

If not, how old would you have estimated him/her to be? 

l, Please state condition of 
(a) Ears (if history of discharge) 

~~­------------------------------------------------
(b) Mouth, Tongue, Teeth and Throat 

~~ ------------------------------------------------

F .Lr-1al Origin 1 

Girth of Chest on Expiration·---,.·------ ins. 

Girth of Chest on full Inspiration _______ ins. 

Girth of Abdomen---------- -·- ------ ins. 

(a) ---------------------------- ------------------------

(b) ·------------------------------ -------·--------- ....... 

14. RESPIRATC'lY SYSTEM 

Do you detect any symptoms or signs suggesting abrwr!"'aHty 
or disease of the r~spiratory system? If so, give details. 

--------- --------------------- _,. ------·---- __ .,, _____ ------
-----------·~---------~~------------------------------------- -~------- ·----

1· CIRCULATORY SYSTP( 

' · ' '.'.'La. ~ t~:~ pcJition of the apex beat of the heart? 

(b) Are the sounds and size of heart normal? 

(c) Are there any cardiac murmurs? 

If so, please describe t!le character and loudness of the murmurs, 
the position in the heart ~ycle, the point of maximum intensity, 
~e degree of transmission and whether affected by exercis<', 
reaching or posture. 

(d) Arc there any siens of arteriosclerosis? 

(e) What is the rate and character of the pulse? 

What is the Blood Pressure? 

(If it exceeds 140/90 (5th Pnase) please record two further 
~gs taken at five minute intervals) 

'(a) Do any signs exist of disease of the abdominal or pelvic 

"tscera? 
~Is there any enlargement of the liver or spleen? 
l, l . --·--------

s hernia present? If so, state nature and whether a properly 

fitting truss is re P"ulariv worn or if :m operation is necessary. 
l "' . 

.(a) In the--------------~----------------- interspace; . . 
-------------------------.ins. from Mid-sternal line. 

(b) ------------------------

(c) -------------------------·==~~~~~==~~~~-~-~~~~=~~~= 

(d) __________ ._ __________________ .:_---------------------- 1 

(c) Pulse rate -------------'------------------· per minute 
Character ------------·-------------·-----··-- ---------

(f) Systolic _________ .:, _________ Diastolic--------- --·---

1. 

2. 

(Sth Phase) 

(a) -------------·----.. -------- ----------------------- , 
(b\ 

J ----------------------------------------- --- --------· 

. 
·--------------------------w--w---

· .. 
·ls there any ciciect or deformity of person, enlargemenc of 
thyroid or Jympha tic glands, or any cicatrices? If so, give 
Particulars 
~~---------------------------t---------·~a~ Is there any evidence of disease of the brain, nerves or {Ar l/ ah"lormality should be described fuily.) 

Pl!lal cord? ( ) . a ----------· -· --·-· .. ---------------------------------- ... -----

(b) Are the sight, hearing, speech and gait normal? (b) _______ ..:._ .. ___ _ , _______________________ , ___ ._ _________ _ 

(c) Are t~ere any tremors of the hands, lips or to,.gue? (c) ----------· · - ----------------------------------- - --- .. 

(d) (Q Are the knee jerks n~m1al? . (d) (i) ------ -- ···---- --------------------- ---------------

~~) Do the pupils react to light? bi) ------ .. ·-· ·--------.. ------------------------------ .. 

(w) Are the pupils equal? (iii)------- ·--------------------·------------ .. ·-----------· 



Dq ... - ----------
:o, (a) Are there any indications of disease or abnormality of 

kidneys, bladder, prostate, or other gcnito-urinar~ 
organs? If so, state particulars. 

(b) Results of testing the uriM. (This mw;t be passe1 in the 

Examiner's presence or surgery) 

(i) 1s albumen present? 

(ii} Is ~ugar present? 

(iii) What is the Specific Gravity and Reaction? 

(iv) Is there any microscopic evidence of other abnormal 
substances, such as bile, blood, pus or threads or any 
u~'ler morbid conditions? 

li, In the case -o: ,, f~male examinee: 

(aJ . . ---------------------------------------------------

(b) Was specimen obtained as required? ---------- .. ·---------
(i\ , ... , _________ ... ___ ______ -··-------------.. ___ .,.._-

(ii) 

(iii) Sp. Gr. --------------··--Reaction.--------------

(b) _____________________________________________ _ 

Have you any reason to su~p .. ct that the "·''~wers given to 

:::,..___Question 8 are incorrect? If so, please give details. 
~ --- ------ ----~~====~==~========-----

Please comment on any special features revealed by examinee in re 1 , to , · · · . . ~- - -· -
examinations made, (e.g. his/her personal habits as regards use of alcoh~l toqba~cestwdns on tnte f)lrst part of tlns report w1th notes on any , co, rues, e c .. 

) 

~--
---·' • '~"'-vH .. ~ · ··- _,~,. c~nsider the examinee: What are the spec~Jl fe.1turcs which have influenced yow· c·pinion? 

0 ) A good life insurable at the ordinary rate 
of premium; 

· (2) An under average life insurable at an 
increased premium; or ·--------------

~Uninsurable? --------- ------

~ ,,You consider any special tests are required? If so, what? 

, 

'--------------------------------------------~ 

------------------

·----------·-----
' . 
led at (place) --------------------- this ------------------------------day cf -----~-- _ --------- _ ---·----··· 19 ___ _ 

~ 
~.:E:\cial Use 

Medica: Examiner' s s:~:'·.ture ·----------------------------

leN No -------------------~ 
bate 
"=~-------------------

Fees payable to _____________________ .:. ________________ _ 

Address ------ -- ·--------·--·------:...------------------

~~ -Es: I. It is particularly requested that the result of the examina1ion sitou!d.NOT l• 

2. !n yjey; of its confidential r.ature this report ~hould be forv·~rded DIRECT · 

~r :!v~ed to the ex~Hnincc. 

3. Please do not arrange for :my additional examinatiom or Til pOl ts '>Vhich m 
so authorised lJy the Comr<ny. 

__ 4_._The Company rna~' in cert(tin cir umstances arrant;r. fer a further Medical E, 
:.n:;tio!l b1· .')thrr Doctor. 
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~· 0 "3 • _._,.,.., I -\. "•I .. -

l)o ·~·'_ /c-THE LI~,.E~-~-SSLIP;\N2t"'POL{(~;;--J ·.-· ··:· 'I~:-'·:\. ·•' 
l llltQ,.,...,........._~ • 1 I d ..... L71 '1"'"'~"=_,..~~ ;·:: ::.:·. ·:·.: .. :, .. ' :.:: .. " ·i/ ~· ; ~>-- =~~~: .. ·>.' ·;, .. · ~ ... · 'i''~ 

f '-i ,. ', • ·; i,'IJ ' ., . ,' '' !'I.;,, I' I. • ·• · . ; ' 1 . : • ·; ,, • ~~ • \ ', .. ' r' J :,:--.-~~ ,~ '-./~ '' ' .' 1 .·:'• • " f)\ 

,;;::~:~;; ~·.; ;·~i: .. .' .;~sU~.:~~~ ~:,1~:~YLr~:6. ·:.:.:,":;.,:<;:,~"'', c;~ .:"; '"~ '~''"d , r,;;~"' '"d 
,.·Declaration for Assuran~ which Pro~~·!lnnd J?cclara~ion with tf/ statements c?nt~incd ~n rPfc~cd to th~.rc in the i';·fJposPr n;~m~>d in 
i .the Schedule hereto has agreed shall oe the bas1s of thiS Assurar:e and has reccl\'ea the f> rsl pr tnium for m Assurance of the amount 

on the terms stated in the said Schedule. ,' / ' . 

, .. NOW THIS POLICY WIT:\ESSETH that in consideratio/or th r ;>relnium r.~ v rl"cri,·cd , condition that there· ~ha ll be dulv 
paid dircc.tly to the Company or its Bankers only the st.Mequen.t premi_ums 1s sti1; Ia ted for in th e sairl Schedule. th ~. Com_pany wiil 

. ; pay the sum assured to the pt'rson ?r pers~n~ to whom ilie same 1s th?~{. f'xp1esS<:d t be payable upon proof to the satt;factton of the 
Directors of the Cornpan~ of the tlanpcnmg of the 0nt _on. wh1ch {he 5\tm ~s~ured \ tn become payable in limns of the Schedule 

• hereto of the title and identity 'Jf the per,on orz prs lS cla!mtng Pll}l ent ai~\ the corr~ss of the nge of the life.assured !>tatcd in 
' the proposal if not previously admitted. 

1 
, \ · · • • • ,. j · · · 

PHOVIDED ALWAYS that this Policy shall 1 • subject to the con<L ions an · ivilege~ and to the Mcmorai'Jda, if any, hereupon 
endorsed or attached so far as applicable whicl are to be deemed part o . the Policy together l>ith the said Schedule. 

, I 

. ,AND PROVIDED ALSO that if anything ·verrcd in the Proposa l and eclaration of the Assured and the- f>ersonal Statement ii any 
. made by the Life Assured h<:iore a medicr examiner shall '~t have beet truly and f&irly stated or if any material information shalt 

have been withheld, this Policy ~hall bP id and all mon~ys eceilcd t:y :he ~ompany in respect th~zcof shall belong to the c')fr.psn~ 
for its own brnciit with the provt_so thay'i~ the ~vent of, t~Js Pot .y contm uwg 1_n force f~r the full penoJ of two years and the age of the 

Life Assured havin g been admtttedjtlus Pohcy sha.l not the~nlter be vozded or liable to challenge on the ground of any such· 
.. misstatement or nondtsclosureunless he same have been fraudulen\.., . / _ _ ": / :. . ., . , 

~ ~-· , .. ·' __ l SCHED\JLE . \; . -~-----,. . . ·.. .. . 
Policy No. 

and Date of i.' lun of 
:hsurance 

. . · -I ~ 
Other Pactzculnrs of the Policy ,. 

'1·:- i ·' ·· .· 1----=------f-.L.-----....J•--->c=:;;.,.L-..L..---·---''-------r--:~:--·--·------~ ........ 
Date of 
· this ,tr;r'l -l!(r J.:: t·-ii . • · ,. :·f ,·:. · '· · ' 

,t, ~-: ·~ 11•1.' J ~ i ' .·ti t .. P oposal No. . , 

I
. instalment of Life Prrmium 

·:. , '; .. ,; •: ·:' · ·r ::. r P./A. (D.B.I Premium 
;, ... 

.. ,,;, .,, r '·' .. . , ' · P./A. (D.8D.l Premium 

· -' policy 

1 , ! ~ ".' 1 I I~ } ~· } ". : t t ' .> .t ',' 

;1 . . , -; '•: · · i ·. , .. •e r. i /'· 
/ 

. ' ·Disability 13e• efits Premium 
•J,!I•.} 

Extra Prt'L<it~m 

.. ' 
I '\ 

·JQ . 
·~ 

1 •• , 1 .!,,• ,-; .. . .. i, . ,,~.ri ,ll / ·'' · 

, ,, . if"•· ''l •ll' j'· "II 
",;· ' '~·)' 

, , I • o ! I d ' ... 1 ' •, 

Age 

Dat~ ~~ T, t Payment 

Date of .• 

;, : •t . 

: I 
I .I 

1/ .,.. . '; .· . ' " ' .· .. 

' ASSUR.-\i\CE , 

EVENT -.'<;'11'if r~h~I\'G OF 
WHICH SUM ASSU rtD IS PAYABLE: 

t:ndown~'l'nt Ass~mmcc with Profits 

On thl stipulated date of maturity if ' 
deaqfif earlier. ---­

TI Propo,;l'r or his/ her As,igns or !Jrul i 
f) •prescntati·:c:: ll'ho ~houlJ take ~'Ill H 1 

J(,wneys pa~ able under thi,; l'oliry from "" 
plnre "·here the monPy~ dae und,,r this l't . 

Ufe Assured i~ then alive or at his/her 

,~xPcutors or Administrctors or other L.;~al 
;e ntation to his/her rstatr nr limiu·d t•J t!w 
u lmpetent Court having Juri,Jiction in th<' 
y are made p11yahl(' . 

PERIOD DlllUNG WBlCill'HE;'IllU,\1 1ili the stipulated dalP of l<>~t paymt•nt or 1 . -.inu~ d<'ath of the . Life :\ssured. 
IS PAYABLE 

DATE WHF:N EACH I:\STA L\lEi'lT OF On the ~tipulated dut' date in each month. 

1-P:_:R~E~r-.~U:_::u~·~::_I :.:_Is~·· ~P,:\ Y:_:A.:_:H::_:L=:E~: ------+------ ---------~ -.-·---·----------
. .. , 

CURRE~CY AND JU RISDICTION: 

SPECl.\L CO~ DTTIO\'S: . 

All payments made to or by the Compnn~ ~1all be. pavahiP at the Com~any 's HP.~d 
Olfice in the l;ndul currency of the I\epubltc of Kenya and r.ny !Jilt'Sttn~, of clatm 
arising nndPr thi s policy ~hall be dcrid;,-d twcording to the Law of tht' Hrpubilr of 

Keny:-1. 

~t:e 1\unt'X\\r.:s ;\l(•J'11Qrilmla, or rndot•cments iJ an~·-
--------~---·-----· 

0[ .. £ h C l ' for and on khalf of the IN WITNES~ WHEREOF I, one of the· Auth~ri,.,cd r1r·crg o t. e .vn~p!!.ny, wn 
Company hcrctu1to set my hand, on the date herel!1bdf.lre Rtnted . 

1 1 t 1 •• t I 'II t 1 f 4 I f I I 0 I • I I 0 I 0 ~ ' • 1 t f t t 
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1 P.

' "''. c_,._ ... _ .

1

, ()t: PRr.\rrL·r. '. ' ' 1LlCY CO"\DITIONS AND PRl7GES 

~ • '"' 1 -Hr~-~ r r ~ (, fr..,rn iutnl' are payable annually in ach·ance. btlt they tfl a) br paid by haJJ-yearly, quarterly, 
rnontid:.- or lom·IH'ekl) instalment~ "·r, ;, prcmiun:s arc p1•~able oftener than once ./yea~ and th r r,o!icy re~nlts into a claim before nil 
the inst<lnwnts of prt>~nium ha\~ I. •n du~ for the "' .. rrrnt policy year. thr uJJpl•id instaiment5 of premium for that yem· will be 
deductecl f~om the sum ?.S:mred 3t ,;_, ":tlorn~nt of claim. ·, I . 
~- DAYS OF' G HACE - Thirt:, -; • :,; of grace are allowrd for the payment of each rene11 a! •runium; w1lrss the premiums arc paid 

Within th at tir.1~. the policy ''ill l<•.··· r'upt a< herrinaftr>r pro1·idecl. If ;he Life Assurrd dir. during the _days of grace bdol'P. the 
nremillm i, paid thr• wm assured -,.,, • !Jo r•nyable after deduc-tion of~he p >Cm ium due. · , . ! 

3. PHO()F OF AGE-If the av 1' ,;. ,,. , .rl hy the life as;;ur~cl in the oposal for a>su(ailr-\, is nr,t estab lishPd, eviden<X• of age will be 
n~ce;;< ary to l,., furni<ln·d befon' an: .,, :rn•~nt i-; claimed on this polir . An uniniPtlliona\~ er )....j,~'wil l not invdidate tht policy but 
ihe >ame. " ·ill be r<'<.'t_i_fied dnrin_g tl.-. io time_. of the assurN.l on pa, ment of ti1e accumu)t Pd\ cliHPrencc bPtween the prerniu_m for the 
COrrect ar.e and .on~ mal prrnn\Jit. f, .. r,, the comm('ncem<'nt of ;the polic~. up tofte te of such payment with interest on each 
tnsla!ment of sucu dtll renee at a r. •.• li<•d by the Company. / 

If thc- a-~c 0f th(' life ~ssured i~ f.. •ml on his death or the !~~~pe~ing ~; 11~ event · 1~ured agaiEH to be. unintentionally und crstrted 
lhe sum assured and bunm adrliti•.Tl! lloe1r to will be redured.. to such amount~ a~ nea y as may be, as would ha\e been secured for the 

COrrect agt> at entry_ hy th,e said pr~ J,,;,,,,, in which eve~t the sum assured. 1al11J the rt>duced amount and the bonu3 additions shall 
be r~rlucC"d prup0rt1onatety. ... . · 1 · . 1 t .. . .. .'. . . ·., · 
1 

I~ <It an~· time it i~_fnqnd tha; 1:," rmrPct a~;e at ~-ntry_ cf _th~ li~~su c· :.x _ .. e~ecl the ~aximum nge specified ill the Company,'s 
~u les In . respect of the lab!P and II~,, it.ll(lr r wh:ch ,t!us pohcy ts t:;Sued.1b<! ;)(~\1cy wijJ e votd and eny paymenb ade thereunder w1ll 

relnncl,,d without interest.. 1 / '\.._/ \ . · · ·' · _. 

Should the age be ptO\ec~ to fl,u~ bf'en ove'r-statcd i~ lroposal, 1e excess of premium paid over 1e pretl1ium payable on 
the basis of the com~ct ar,e to CO\er II,~ sum as~tued will~' r.:ltu ' cd wi!lwul interest • . , , .:,. 

~- RISK OF "-'AR A~D AVfA'J JIJ\-W'here a po ey i< efft· rcl withou an extra for adation or ,·ar risks the life assmed is 
~quirf'CI to int imate to 1he Comp1w, l,,.fnti engagin g i maiation r engaging bt active sen·icr or p JCet,cl ing to a zone of war-like 
0i~ rationo; and to pay welt extrH I" <lfllftrtl a~ nta~ be Ptermined by the Company failing c liability of tlte Company will 
~fllJi llate except tO the eHt'nl of fiJ•• '-1?/nrJcr value, jf ax\ 

1 
. : 

not he regarded as engag-ing in rn ianl.u. · · : ' I ' ' · · : · · • · ·.· . :. · , ·• 

. Troveliing as a iare pa ) ing fl~ '"'ft(!P r' on an a!rcrafy Ju~)·,oribed by' the regulations to carr~ n ·sengers on rer.ugniscd air rout ;·will 

~5. LAPSED POLICY A7-.;D Olr{JII'-./S--'l'l;:s pt>lic,· "ill Ia se with forfeiture of premiun paid and be of no' ulue. whatsoever, if any 
Ue !Jremium or an\· ill~t a lmenl ,.,. s, f a.; stipu'· ted in thf schPdul!' hereto is not duly 1aid. i.e. before till' expiry of llte period of 

lays of g-r?.c~ !or the paymr!lt 1erct,l ''I'! c 1111d e~ ept othcrwis£' expressly prot·ided here ·n. ' ·· · '' ·.' 
,r r ~ · 1 , ( i , , ; :,. ; • ..... :. : 

f~. RE\'I'I'AL OF LAPSFJ, POI It ;)· - If thiB po."cy should lapse it n•ay be rf'viv • at any time p'rovided thnt ell overdue premiums 
~1 th intcrbt ther{'Oll at 11 rate fix.sl 1.·. tl1e Compan.· ate pait.l and satisfactory·· roof of the Life Assure-d's continued eligibility for 
~~SUJ-ance is productd w· wut expt-1•<1 '' rthe Company. . ~ . .. . . . . . · · 

:. ALTOI\IATIC P ID·liP P(Jf.lt .'-If anv ~\-emit,-rn is ~at duly paid er at least three sunual premiums have been paid, this 
~lie>_ if in for~e, i~ au_t~ma~ica~l~ 1 :· , er tr~ i1;~ a paid-up_ pol icy for ~ ,educed ~mount puy .• ble in terms oi a1n~ subject to the 
ndntons applymg .o thl~ poltcy ;Jr. ,,. d stlt:n / m be not less t~um Shs. - U/-. · ·. . , .- . , · . : . . . , 

1 
The pa iu·t!p 1·elul:' on such !l• .li·. "i;xl h an am0:mt beanng to I ~ total sum aesurPd the sa~f' proportion liS the numb~r of 

1
:'' 'lal prl'mium J'aid on the poli' :} 1-" ' , to 1e number of annual17r mums pay~ble tJ.J .der : 1e pohcy. In all oth r cases thP paJd-up 
lonnt wilt buquotcd on app~catll:ll • · 

/ 

1

~ ' . 
' Donu OC'fy 1f atl) alrrad/cl r!dj. •I 1, 11 ,! ~ti ll attach in g to the pol~c) et th e date of cessation of J.ayment of th t> p_rcmium "ill remnin 
111achf'CI to,ihc pa id-up po)icy u/ 11.~ l•roltry will not purticipate i\]

1

the profits declared thereafter . 1 ' 
I I I I I . . . 

~; P.-\IiJ-UP POL1C\;-At hy 11.,< •t ft er tht('e y(·P.r'> pr<'miums ha\(' h<'en pai~ the Company ".i ll, at the r~c~ucst of the lc~~l owntr, 

1 
er thispolicy so ~no fur\lr~r 101 , , 11 j11ms are payable a1~d the sum assured 1s re?ucro to su~ h a proportwn of_ the onglllnl swn 

t;sllred_.its the nur[lb,·r of yrars\!l""•i 1111u\ paid bears to the numb~r of yearly prct~Jmm;,_ pa: ~-h' " here~t-Jd(·r, pronded that no such 
1 •1 ~r ation will be · rmit\cd i1 the 11 J! 111'ed sum assured c_alculntt>d m accordance wtth tins po.w: condttlOn woulu be less than Shs. 
·•O;f . . . I . .. / - ' 

9. ~LHKI::'\DEH \~l. ' E A'\ll 111 \~\S- -Thi' pol i~.( 1f inf(lrce shalllH"l' a surr<·ndPr 1alur· e.flcr t\\O. yent::;· premiu.ms l;a,_e ~e~n 
~id- ",r· · I I · . ·., 1 l·~ than thin;. filt' pt>r n~nt of all ~;rem ttlm!' p:ml excludmg any ex.tia 

' tlw anwutJt 0l ~uth tl f ,t' l"~ l(tlard lht'w at no ' · ' . . 1 
~~,11 · · 1 1 t · d rlw fir ·t 'cor' premntm _.r tilms. prrmiums fc.r supr t'lll•'itl~, 1 " ' n~- •h an :' . -

;\ 1 i b 1 1 · d frnm 11 (' r anv /m a polir\' th:H has a surrende-r value for a a 11motmt rwt exceed ing 9::.% of the 
~ · O/ln .1"") c 0 l allle · " ' ,om,J ·1 · · 1 d 1 • ·h II from tinte to time be Jecided 
1
trende(\alue nor !t:~.,_..);an Sh,. ~.,, 11 ,. , ,ubjert lJ sati~factor" proof of tn l' an on sue 1 terms .1>" a 
· lite ~uard of I · ccto ·. / j 
~- , , \ '\1'-''\ 'fh' I' l : d '-tit- n.u. as<ilfnmen~ !-.i.all be binding upon the Com pan\· until written notit:e thrreo_ f . : ~:::- 1 ,_ . L . -- 1s po tl'} Itt"'• •e ass11::w u ' ·., · . . . · . . I', .. , . 
It! ~(] 1 C · l' d (J'f · · '\ · 1 · Th' Comp-111 ,- acccpb 110 n'; pons tbdlt \' for th•· rffect. suffl('H·ncy or \ a !Ott) OJ ... ny 

1••1 • . at t le .om .an': ,ea ''"' ••t _- <<lflllt. . . ' ' . h C lanv in rr~l;.rt of thi~ policy. · 

1 

1 d'"gnrnenttll aS>U!tJments urc- >id•J•'t:t to any mdtbHdnP~' tot c omJ . f . • ·· . . . _ . , 
I. SL. IC"I)E 1 h 1 tl 1 I f •l !'{_,a · ur~d b· his own hat;d~ whether sane or m~ane or at th. h ,lllds of )tbltce for 

-~ 1 • n t r e1 ent a '" 1 • u' 1 o . 1e t ~ '' ' J . • 1 d f , h 1 . 
\' rr· ,.1 • d . 1 · 1 1 f tl d•t, <Jf thr comllll'lll'f'llll'lll of the r: '~ on the pohc,· or fro1 ~ 1 t 1e ate o . e a,t 
. · irl)p (.'Ui!l, 1 1J\!(•~ v.:i 11!1 l'w\P \r, 111"01 •:-- r0n1 lP n t , f · l ·n d h , ) } ~ h 

~: llal of the polic,· ;r al t\ th r polil '\ d .. dl f)f void and all p«ymeuts mad r to the C.omran~ >lu:ll _l '~ for t>I tt·c _ln·c>~_1 ,. _o;'.c.ltr t .. ':',tcJ~ e 
1 '~ · · I 'l · ·111 ·otrrt ·J to •he rxtent t,f JH,;hF·r pe<'lllllan tn lere,t J, •l p:._, <tc .ng 

't•' 't of the bon;, fidr a!>.-i v.nce ,,; 'rllit<~btc wnslr erat•on In "'e pl . l • I . I . t ti . d ·~ t-- of .tJe '"i l' i•lt' or 
, 'l111t a<-urrclJ :r thr u•,•icP of ,:1-- ,. c . .-i 1:nment has been gi\l'll lo tlw Cnmpa n~ :~t •:a't nnf· mntt 

1 pno~·- 0 
It ' < '' · •• • 

~tl- · 1 1 , · 1 ] . •! · t the h 3nd~ uf ;'t"ttl'P a>' tlt t• •·a -e ma \ ut'-h <1\p pf the 'lfenrc for wlt11·h 1 " if, ;;~o,nreo me('\s "tl 1 ( ,-.t, l ,1 • · .•. _ _ -

' · · 1 · 'I d d a· n h:tz.arclous l-c<'llpati"n he . 11.-\;~ ,\[\DOL"S tJCCTPAT l<l. . II tltc iife as.-;t rrd rn.;ages him~lf Ill" la_r 1'· usual~ ref:ar" "' 
1' 11 1·' · • , h . · m a• th• Dtn'~lors nu1v rh ·m proper a';corrling to tht' ctr,·um· 
·~<" llllllJ Pd iatP!I inf"rn~ th t• (."'"1' •'1 11 11110 ;'a~· sue exlla prrnllu ' · · 

~~ uf ra('h ca~e . · - ·- · · 

' . 
,• , I 

. •:1. 

I i ' 

• ,i, '· 
) , · .. ... ~ l ' . • . ' ' .. ) l, : ~. :; .. ; ' .. ·.: /.!. '{ .. 1 ~~ 
o ' •' • 1 I .. ~ ., 

-....... 
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Covering Deall1. Loss of Sight. Disf'llomi.Hllln!:JH 01 Di ~il l)ilitv C u~od by 1\ccir.'oM 
as Hl'r!'i" LimittJd IJntJ Pot"JVI tl!J tl 

XYZINSURA~CECOMPANY 
(herein afte r called the Company) 

does hereby insure the person named as the Insured on the Policy Spec ifi cation Scl1edui<: to which this Supplement?:··: Contract is 
attached, such person being herein also called the Insured, subject to the J)(uvisions h ~rein contained. 
JHE PR}_NCIPAL SUM,prc.lvided hereunder THE AN_NUITY providet! hcrcun~er is 10% I THE WE~K~Y INDEMN ITY provided 
s the Face Amount of Insurance stated of the Prmc1pal Sum -- 10 year l1rn1t hereunder 1s 5 per 1000 of Pnncipal Surn. 

On the Poficy Specif1cat 1on Schedule to 
Which this Sl!pplementarv Contract is 1 
~~~ I 

THIS SUPPLEMENTARY CONTRACT is issued in conjunction withbut does not form a part of the Policy to which it is 
attached and is valid only if the above Supplementary Contract Form and Serial Numbers are stated or. the Schedule of the said 
Policy .or c;re endorsed on said Policy. It is issued on the life of th~ Insured stated on the Schedule of the said Policy (herein a1 s0 
Called he Insured) in consideration of the premium applicable to thi~ Supplementary Contract shown (•n the Schedule of the said' 
Po!icv or in an endorsement thereto. · · 

I( while this Supplementary Contract is in force, the Insured shall sustain bodily injury effected directly and independently 
Of all other causes through external, violent and accidental means of whi.ch, except in the case of drowning or of internal injury 
revealed by an autopsy, there is evidence of a visible contusion or wound on the exterior of the body (hereinafter referreo to as 
''such injury"). the Compa~y. on receipt and approva l of proofs,will, subject to the pro 11isions and conditions contained herein or 
\Vhich may be endorsed hereon. pay c:n i~dernnity according to th e following Schedule of Indemnities, but only one of the amounts 
I!Jecified in Items 1 to 7 inclusive, the larger, will be paid for injuries resu lting from one accident. 

SCHEDULE OF INDEMNITIES.- If "such inju.ry" alone shall, within 90 days from the date of accidenr , ~,;ause:-
1. Loss of life ....... • · . · · · · · · · · · · · · · · · · · · · · · · · . . . . . . . . . . . . . . . . . . . . . . The Principal Sum 
2. Loss of two or more Limbs by amputation at or above Wrists or Ankles. . . . . . . . . . . . . . . . The Principal Sum 
3. Total and irrevocable loss of sight in both Eyes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . The Princip\:11 Sum 
4. Total and irrevocable loss of sight in one Eye and loss of one limb by amputation at or 

above Wr ist or Ankh~ .... .... · .. .... · · · · . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . The Principal Sum 
5. 
6. 
7. 

Loss of one limb by amputation at or above Wrist or Ankie •....................... One-Half The Principal Sum 
Total and irrr.vocable loss of siqht in one Eye· . · .. ........ .......... . .. . : .... One-Third The Principa l Sum 
Lo~s offiumb and Index Finger of either Hand by amputation at or above the . 
metacarpo-phalangeal joints ... ' .. . ··: .. .... . ..... .. ... .... ....... . .... ... One-Fourth The Principal Sum 

Or, if "such injury" shall not result in any of the. losses mentioned above in Items 1 to 7 inclusive, · 
but alone shall cause:- -.: .. ·. · \.. · 

8. Temporary, total and continuousdisabil,ity_ and pr~vent the _Insured_ from da~e o_f. accident) The Weekly Indemnity 
from performing any and every duty perta1n1ng ~o h1s occupat1on, dur;ng suchd1sabd1ty ..... ~ 

9. Partial disabili ty and prevent the Insured fr?lll date of accidentor imm~diateiy following total t 
disability under Item 8 above from perforrnmg o~e or more dut1es pertam1ng to h1~ occupation 
during such disability . ... ..... . ..... ... :' ... ; ....... .. .............. .. .. . 
Prov:ded that thz total of the period for which weekly indemnities may be paid under Item 8 

·and/or Item g of.t~is Schedule shall not e>;ceed fifty-two weeks in respect of 2ny one accident 
calculated from the date thereof; and further provided that~isa~ility of l e~s \:.;m one week's 
duration ~hall not be indemnifiable . v / '\ . 

10. Permanent, total and cont inuous disability and prevent the lns:.;~ed fro :·· , 'Jg ing in any 
occupation or employment for wage or profit or from giving attention to L "siness what· 
soever and provided that indemnity has been paid under Items 8 and/or 9 f· -two weeks 
the Company shall then pay, in equal-monthly install~ cnts w~ich shall be ~ at the end 
of each month, during S}JCh permanent, total and contmuousd1sabli1ty, but r, ·riod not to 
exceed ten years ....... . · ... ...... ....... ~. . . . . . . . . . . . . . . . ....... . 

One-Fourth of the 
Weekly Indemnity 

The Annuity 

PASSENGER AVIATION iNDE MNITY.- The Company will pay an indemnity 1·ovided in ltems1 to 10, inc!usive,to the 
!)(tent pro 'ded in this Supplementary Contract, for loss specif ied herein which, eli . ''I and independently of all oth er causes, 
l~a li resultv~ithin ninety days from the date of acc idrmt :rom _injuries sustained 1. ,, ' the lnsu ied is a passenger in c.n aircraft 
~ Perated by a commercial passenger airline on a scheduled a1r serv1ce over an estab lish. J passenger route. 

DOU BLE IND EMNITY.- The amount payab!e in above Items 1 to 10, inclusive, Sil .. !l be doubled if "such injury" is sustained: 
Ia) Wh'l th 

1 
ed is riding as a passenger within any mech.an1cally propelled Non ,· na! Publ1c Conveyance wh1ch a Common 

r- 1 e e nsur bl' h d 1 d · · 1 · ~arr ie r then operates and regularly despatches for hire ov3r an esta IS( e
1

' an tran s:' •r tat1o n
1 

drout)e 1n a. r)e~u ar pzsse'lger servf 1ce; 
•r (b) while rid!ng as a passenge r in a regular Passeng~ r tlevator Car _ e"evators 1n m ,;·s exc u ed ; o~'\C m co~seq uence o the 
burning of any Theatre, Hotel or other PubliC Budcl1ng 1n wh1c11 the !n,ur _r' shall be at ... e commence!l' .. l.t of the f1rr.. 

WAIVER OF PREMIUM.- Should the Insured become entitled to indemnity und···~ Item 2,3.4., or. 10 of the LJbOv"! Schedule of 
1~de rn · · h C y w·111 waive all premiums on the Pol1cy aforesa 1d wh1ch fall dL after such 1noemn1ty has b"~" awarded 

n1t1es t e ompan · h · d · f · h ·d p 1· h 
In ' T 

1 
d Perm-nent Disability Supplementary Contract 1s also attac to an m orce w1t sa1 o ;cy, t en the u. case a ota an " · f d' b'l' 1 · '1aive f p ·, b ft specified in the aforesaid Supplementa1·y Contract. 1n rc.i ect o total permanent :sa 1 1ty resu.t1ng 

1 r o rem1um ene 1 s. . .f. . . 1 C ,,. 11 1 · 10mb d'l · · · t ad of the Waiver of Prem1um Clause spec1 1ecl m th 1s Supp emen •ry ontract, s' ·" app y. 
0 I y InJUry, Ill S .e · 

OUARA!\JTINE !NDEMN!TY.-lf tile Insured, as a direct and exclusive res_ult of Oua rantine Regulations, ?e de~ained and 
ftevent

2
d from fo!low:r.g hi~ :.;su.:.l occu;Jo?.tion and bus1ness or g1v1ng any attentiO:l thc··c:o what 5oe· er, and pr~~1ded tne ln sur"d 

1 not ..... 
1
. . f 

1 
d' ·se which has necessitated the Ouar ar'lt1~1e. the Cornpany •,, ill pay h1m a sum equa. ,o the amount of 

t• ou renng rom t1e 1sea . i · f f •· ' · f 'ie V1V kl 
1 

d . b <r.ecifiecl for the period of such d'Ptent1on. but o1ot to exceet a per1od o our consccu,lvewee., s or a ee y n emn1ty a ove .,.... . 
~V One~ such detent io:1. S 1 he conditions which are printed on the back he1eof an~ part of this Supplcmclltaf y Conti dL't as fu::y a; if &t.:J~<d over the 

'9naturcs hereto affixed . . · · c -
D ihe Date of this Supplementary Contract sh;,ll be the Polley O:Jte of the Pol1cy unles· a d1ffNent Supplementary ontract 
~1e · 1s shown here. 
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SUPPLEMeNTARY CO!-.JTRACT AND APPLICATION CONSTITUTE ENTiRE CO NTRACT- This Supplem~!ntary Contract 

with the application thcrt::for , copy of which i~ contained in the Policy ro v;h ich this Su;>ple-nentary Contract is 'ltt2ched, shell 
constitute the entire cu~tract between the parties. No :;tatem.:.·t made by ~he applican t for insur ar-cc not incl.!ded in 

1 
said applicat;on shall avoid this Supplementary Contract or be used in any legal proceeding hereunder . 1\Jo agent h;:,s authori:y to 
change this Supplementilry Contract or to wa ive any of its ;:Jrov1sion:;. No change in this Supplementary Contrart shall be vc:lid 
unless approved by an executive officer of tl1e Company a"d such appro•!el be endorsed hereon. 

CHANGE OF OCCU;'ATION TO GR EATE R HAZA RD.- No r :<r~~1ction shall be mnde in any indem11ity hert:in pr,;vide.i ~~· 
reason of ch ange in the occu pat io n of the Insured or by re2son of n;.; Joing any act or thing per1aining to any oth~r ocr.upauon. 

NOTICE OF CLAIM.- Writte n noti ce of injury on which clai •Tl may be based must be given to t'le Compar.y within !'lventy 
days after the date o; the accide nt causing such injury. In the event of accid()nta l death, im,nediate notice tl1ereof must be given to 
the Comp any. Such notice given by or in behal f of the In sured or Beneficiary , as the case may be to the Compan·r at its Oif ice 
specified on the Schedule of said Policy or to any authori sed ager.t of tfle Co mpany, wi th particulars suff ic ient to identify the 
lnsure·i shai l be deemeJ to be not ice to the Company. Failure to give notice within t1me rrov ided in this Supplementary Contract 
shall not invalidate a!ly claim if it sha ll be shown not to have been reaso nab ly po~sible to give such notice t:nd that notice was givP.n 
as soon as was reasonably possible . 

PROOF OF LOSS. Tr•e Company , upon receipt of such notice , will furnish to the claimant such forms as are usually furnish erl 
by it for filing proofs of loss. If such forms are not so furni shed within fift een days afte r th e receipt of such notice. the claiman t 
shall be deemed to have cnmr; Ji ed within the requirements of the Supp lementary Contract as to proof of lo ss up on subrnittin::J 
Within th e time fixed in the Supp lementary Contract for filing proofs of loss, written proof covering the occurrence , chara::tcr and 
extent of the loss for which cia irn is rna de. 

Fl LIN G PROOF OF LOSS.- Affirmative proof of loss must be furni shed to the Company at its said office in case of claim 
for los~ of time from d is3bilitywithin ni nety days aher the termination of the period for which the Company is ! !::~ble, and !n •:a se 
of claim for any other lo ss, with in ninety days afte r the date of such loss. 

MEDICAL EXAMINATION.- Th e Company shall hav:) the right and opportunity to examine the person of the !n5ured wht;:"' 
and so often as it may reasonably require during the pend&ncy of claim hereunder, and also the right and opportur. ity tom=\.:~ an 
autopsy in case of death where it is not forbidden by law. 

SETTLEMENT OF CLA IM.-- t ll,indernn ities pro"id ed in this Supplementary Contract for loss other than that of time on 
account of disability will be paid immediately af ter receipt of due proof. Upon request of th e In sured and subject to du e proof of 
loss all accrued indemnity for loss of time on accou nt of disab ility will be paid at the expiration of each four weeks dur ing the 
continuance of the period for wh ich th e Company is liable, and any balance remaining unpaid at the term in ation of such period 
Will be paid immediately uf)on rece ipt of due proof. 

PAYMENT OF INDEMNITIES.- Indemnity for loss of life of !he In sured is payable to the Beneficiary under the Pol icy to 
Which this Supplementary Contract is attached , if surviving the Insured , and otherwise the estate of the Jmured. All 
other ind emnities under this Supp lementary Contract are payable to the 0\ .er of the Policy. 

LEGAL PROCEEDI NGS .- No actio,, at law or in equity shall be brou ght to recover on this Supplementary Contract prior to 
the exoiration of sixty day s after p;oof of lo ss has been fi! ed in accordance with the requirements of this Supplementary Contract, 
nor sh~il such action be brought at all unless brought within two years from the expiration o~· the time within which proof of loss 
is required by the Supplementary Contract. , 

RENEWAL.- This Supplementary Contract may be renewed with the consrr. 
Payment of the premium in advance at the Company 's pr~mium rate in force at ti'l ~ 
shall be granted for paym ent of any premium af.ter .the first, and durin~ this period n 
Contract shall continue in force. If, at the exp1rat1on of the grace penoo, any pre m; 
Contract sh 3 11 not have been paid and the Automatic Premium Loans provision of th 
is attached is effective, the said provision sha ll app ly to th e premium hereunder. 

nf the Company from term to te~m by the 
· f renewal. A grace period of thirty one dilys 
ace the Insurance under th is Supplementar y 
due and payable under this Supp lementary 

'o licy to which this Supplemc'ltary Contract 

TER M 1 NAT ION.-The Insurance und er this Supplementary Contract shall aL ·1tica lly terminate: (a) if any premium on 
this Supplementary Contract or on the Policy :o w~ich it is attac.hed is .~ot r . vhen due or ":'ithin the.grace.~erio~ .. (b) If 

\ said Policy is surrendered or converted und~r the OJ.Jtlon.s, 1f any, quoted tn tt.1e If. P . Jm Pay ment 1s D1 scont1nued prov1s1ons of 
·said Policy or !.f) on the an niversary date of sa 1d Policy ne<Hest to the Slxty·f,ftht ulday of the In sured. Te rm ination of this 
Supplementary Contract by the In sured or by the Company sha!l be without. ~rejudice to an.y claim a1 ising prior to 
Stich termination . Whenever this Supplementary Contract shall be term;nated, the '1C1 I•Uonal prem1um t11ercfor shall no longer be 
Payable and there shall be no value on account thereof except for the return of th e t•.- ·, ,,,ed portion, if any, of such premium p2id 
Which covered th e period during which termination became eff ective, together witr· ": y ad ditional pre miums paid. which fall du~ 
after termin ation . The Subsequent payment or acceptance of any prem1um her?unt,e• sl131l not create any li ab 1l:ty unless th.s 
Supplementc>ry Contract is re instated but the Company sha!l refu nd anv such p:em1u n. . . 

REINSTATEMENT.- If default be made in payme~t of the agreed prn.m1um f.1;. this Suppleme ntary Contract, the 1muran~c 
hereund er may be reinstated with the consent of the Company 9ut o~1ly 1f the P .1c; to wh 1ch th1s Supple':lentary Contract 1s 
~tached is in full force with no premium in defau lt thereon . Such remstatcmem ~ 11 < .• 1 only cover loss result1ng from acc1de:nta l 
Injury thereafter sustained. 

RIS KS EXCLUDED.- The insurance und er this Supp lementa ry Contract shalt not cov:- r any loss or disability caused directly , 
Or indirectly , wholly or partiy , by (a) self-destruction or any attempt thereat wh 1!e :an2 or 1n sane , (b_) war , declared or und?c!Jred , 
strikes,riots,civ il war,revolution ,or any warlike opera t1ons,(c). milita ry, naval or a1r ~orce ~rv 1 ce 1n t1rne of declared or unoecla~rod 
IVar or while unde r ord ers for warlike operatio ns or restor ~ t 1o ~ of public order, (cl mak mg an ar rest as an officer of the la••,,( e) 
assault or murd er or any other violation or atte mpt of v1olat1on of th e l ~w or. rr:;1stance to arrest, (f) hea tstroke or sunstroke , 
(g) part·c·p t. ·n any bra,·11 (h) racing on whee ls, (i) pregnancy or childb1rth, (J ) 3ccrdc:nt occumng while or because the msured 
• 1 ' a 10 n 1 , . . f . ( . . f . • . h h 11 · , 
IS affected by a lcohol or any drug, (k) hern ia, ptoma in es or bect~r:a~ 1n ec: 1on e;~c:e pt pvcgen 1c 1n ect1on w'.11 c s a occu~ \'•1t:1 
and through an accidental cut or wound). (I)· any disease or s1ck~ess, (m) po1so n, gJs o~ fU1r1e~, ( v~Jiuntarily or mvolunt~nlyl~kenJ 
(n) entering, operJ ting, or srrv icing; asc~nd in.g or de sc nding trom or w;th c:n·r ;.erra! dev1ce or convey ance except as plo.',dd 
~nder the Passenger Aviation Indemnity prOV ISIOn of th iS Suppl2mentary Contrac~. . . . r ; 

NO N-PART ICI P.t>.TION .- This Su pplr:mentary Contract shi!l! be non pa~t 1 c1pat 1n~ and shall not share 'n the surplus ea.n;ngs 

!lf the Company. . . . , . " . "' 
ll h f Y Of the losses de•cribed in Items 1 to 7 lnCIU~Ive of '.:h iS Supp lementa ry Conti ilC t, all lnsu r.., ,1ce. n pon t e occurrence 0 an . , . 

ereund cr sha ll immediatP iy cease as to injury from any ~u:) seq u nnt acc1dent. 
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RIDER ----

ACCIDENT AND DISABILITY BENU!TS 

A. ACCIDENT BENEFIT: 

If at any time when this policy is in full force and effect the Life Assun;d, before the expiry of the period for which 
the premium is payab le o; before the policy anniversary on which the age next birthday of th e Life Assured is 60 

··· whichever is earlier, shall sustain any bodily injury resulting solely and directly from accident caused bv ourward 

violent and visible means (except in the case of drowning or 0f internal injury revealed by autopsy) and s.uch injury 
shall, within 90 days of its occurrence solely, dir.ectly and independently of all other causes result in the death o~ 

the Life Assured then the Company shall pay an additional sum equal to the sum assured pay;:de on Ce3th 
as specified in the schedule to the policy, viz. Shs ...................................................... . 

(Shillings ........................................................................................ ) 
..!provided however that such additional sum payable in respect of this policy, togethE:r with any such additiona l 

sums payable under other policies on the life of the life Assured issued by the Company shall not exceed Shs. 
500,000/- and provided no monthly instalments are being paid or premiums waived under the disability benefit. 

B. DISABILITY BENEFITS: 

If, while this policy is in force for the full sum assured the Life Assured, before the expiry of the period for which 
the premium is payable or before the policy anniversary on which the age next birthday of the Life Assured is 60 
whichever is earlier becomes subject to a disability as hereinafter defined, nnd proves the same to the satisfaction 

of the Company a5 herein provided, the Company agrees:-

(1) To pay in -monthly instalments spread over 3 years an additional sum equal to the sum assured payable en 

death as specified in the policy, Viz. Shs .................................... : . ............... . 
(Shillings ..............................................•.................................. ) 
However, if the Life Assured dies before the expiry of the said period of 3 years as a consequence of the 
accident which has caused his (her) disability, the disability be1· :-Jfit instalments which have not fallen due 
will be paid together with the death benefit provided that such additional sum payable in respect of this 
policy together with any such additional sums payable under other policies on the life of tho Assured 

issued by the Company shall not exceed Shs. 500,000/-. . 

(2i To waive the payment of future premiums up to an assurance of Shs. 250,000/- Basic Sum on tho 

following conditions:-

(a) The maximum aggregate limit of assurance under all polici r.s issued by the Company on the same life 
to which the benef it of the waiver will apply shall not in anv event exceed Shs. 250,000/- Basic Sum. 
If there be more policies than one anc.J if tr.e total c;ssuranc t! exceeds Shs. 250,000/- Basic Sum the 
waiver shall apply to the first Shs. 250,000/- Basic Sum assured in order of date of the policies 
issued. The premiums payable by the Assured after satisfactory proof of such disabili ty is furnished 
to the Company shall be only for the assurance if any, exceeding the maximum aggrega~e limit of 

Sh!;... 250,000/- Basic Sum. 

(b) The waiver of premium shali automatically extinguish:-

(i) all options under this policy except as to su_ch assurance if any os ex_ceeds the maxi~u,TI aggregate 
limit of Shs. 250,000/- Basic Sum and whrch may have been kept m force by contrnued payment 

of premiums, and 

(ii} the benefit covered by the' Accident Benefit' Clause. 

C. CONDITION S AN.D PROVISIONS A_PPLICABLE TO 

ACCIDEN1 SE Ef-iT AND DI~ITY BEN~!~. 
-- • 1 d f h that the CompRny sholl not be li3ble to pay Accident Benefit or Disab:lity Bendit 

(I) Provrae u rt er . . 
hereunder if the disability or death of the Lrfe Assu red shall.- . 
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(i) be caused by intentional self -injury, attempted suicide, insanity or immorality ~r whilst the Life Assured is under the influence of intoxicating liquor, drug or narcotic; or . . 
(ii) take place as a result of accident while the Life Assured is engaged in aviation or aeronau•:cs in any capacity other than that of a fa..te-paying, part-p=ying or non-paying passenger in any C!ircraft which is authorised by the relevant regulati9n~ to carry such passengers and flying between established aerodromes, the Life Assured hav;,,g at that time no duties on board the aircraft or requiring descent therefrom; or 

(iii) be caused by injuries resulting from riots, civil commotion, rebellion, revolution, terrorism, war (whether war be declared or not), invasion, hunting, mountaineering, steeple-chasing, motor­cycle racing or pace-making either as a driver or passenger or racing of any kind (other than on foot); or 

(iv) result from the Life Assured committing any breach of law; or 

(v) arise from employment of the Life Assured in the armed forces or military service of any country at war (whether war be declared or not) or from being engaged in I')Oiice duty.in any military, naval or police organisation. 

(2) The disability above referred to must be disability which is the result of an accident and must be tota: and permanent and such that there is neither then nor at any time thereafter any work, occupation or profession that the Life Assured can ever sufficiently do or follow to earn or obtain any wages, com­pensation or profit. 
Accidental injuries which independently of all O!her causes and within ninety days from the happening of -such accident, result in the irrecoverable loss of the entire sight of both eyes or in the amputation of ./both hands at or above the wrist or in the amputation of both feet at or above the ankles, or in the amputation of one hand at or above the wrist ard one foot at or above the ankle, shall be deemed to constitute such disability. · · . 

(3) Immediately after the happer.ing of the disability full particulars thereof must be given in writing to the within-mentioned office of the Company together with the then address and whereabouts of the Life Assured and within ninety days after the happening of the disability there must be given to the within­mentioned office of the Company in the manner required by it, proof of disability satisfactory to the Company and without any expense to the Company, and thereafter similar proof must be given, as and when required by the Company, pf the continuance of such disability. Any medical examiner nominated by the Company shall be allowed to examine the person of the Life Assured in respect of any disability claimed in such manner and at such times ba~ore and/ or after the disability is accepted by the Company 
as the Company may require. 

(4) In the event of its being discovered at any time that a claim under Clause 8 has been wrongly admitted, all premiums falling due after the date of the Company's intimation to that effect shall be paid by the Assured to the Company and no further instalments of the Additional sum assured shall be paid as if no 
disability had occured. 

Any premiums wron,gly waiv_ed _or instalments of additional sum assured wrongly paid shall form a debt 
on this policy, recoverable w1th mterest. _ . . ,. 

AUTHORISED OFFICIAL 
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SUPPLEMENTARY CONTRACT 

/ 

r. : 

OPTION TO PURCHASE ADDITIONAL INSURANCE 
j . . . : . 

· · Issued by I . I 
XYZ .. INSURANCE COMPANY _ 1 

.· • ·· . . ·. I . • . . • . ·.··;.i .. i ·., 

!h~relnafter cal~e.d .the ·Company! . .:. .. · ... : - I'' . 

BASIC AMOUNT OF OPTION:, ,..·; .~;,; ::'.~ ; . . . ~ · .. : · .~··:~ :· ... :>·~·;:.~ :·: ~ · ~.:. i . :. ~: __ : ... ... ~;\~;2~;~:.::~~ ... : .. ~·: , •. . ~,. · :· ·.~ I - .. :::',! .. ·. ; .:: ~ -::: .I ":-.·. · ~ !:J .; ".i: .:: .• • 

OPTION DATES: . , : ~ . Each of the pollc~ anniversaries on wh.lch the l~s-ur;d's ~9 e 
._. · .. ·: ·.' .::·•· : · ' ·;:; ::. ~ - ~. I ~~Cir.~s:tb}rthday Is 25, 28, .31 •. ~4, 37 9r ~ •. .. ~- . ... . , 

· .. 

. . . . . . . 'II I . I . . .. .. . '· ·. ·. . I · .... ·--- · (_ "• .... l·· ! 

EXPIRATIO.N DATE . . ~ .· ', a jThe · ~~~~c:~,~~n·l~~rs~~ 6n c~hi~h th~ ' ~~~u,r
1

~d'~ ·~=g-~ ~-~a~~~t 
1 ·birthday is 40. . j 

I, ' " 
: , ' I ·I . 'f ·:·1· ~ . . . ; ·, . -:: .... ~ .;: ,., . . .. :-·~ ~ 1 ·:. - ~ · 

I • ' I 

THIS SUPPLEMENTARY CONTRACT forms a port of the Poli~y to which itlls attached and is vaiid 

o.nly if the above Supplementary Contract Form and Serial Numbers gre stat~d on the face of 'said 

I 

Policy or are endorsed on said Policy. l.t is issued in connection with the life of the Insured named on · 

the foce of . the Policy, in consideration pf the application attached to the Pplicy-ond- the-p'remium -· .. . · 

. applicable to the Supple~enlary Contract shown on the face of said Policy !or In on endorsement .. _ 

( 
( thereto: ·The· p~emium for this Supplem~ntary Co.ntroct is payable-under the same concftlions' :a~ a·re-: ~·. ... . 

.·.- ·-~·· stated ln·the Policy, except that the prem1um. for thts Supplementary Contract ·shqtrc®s~no-tfe poyotlle :........., 

. wheneve~ this Su~~~nta.~ Con~~:~~::..~~~.t~~·.~ . .' · .. ~~ ._'~ :.~: .... ~ · . .. j . . [' . . . . 

THE COMPANY .WILL PERMIT .THE PURCHASE OF ADDITIONA~ INSURANCE on th.e llf 

of the Insured, without new evidence of in su~obility, on each of the Option Dotes shown above, pro~ 
vided ·that on the dote of such purchase thts Supplementary Contract and th~ policy to which it is 

attach~d ore ~n full ;~ore~ ~i!~ n_~. ~r.emi~~~ in, . d.~. ~o~lt,. _ . s_u c~_pu_r~h~_se·~~hal_ l ~.e . ~u~.i.e.~t to the following . 

condlttons: · . - . · . ... · · · · · •.· · · · • 'f • · ...... ,., ·.I.'' •··· · · ···· ·· 
0 

o '• ,o' ' ' 
0 

, o f.'*• . ~ ••, • o., •• • .Ao • •: , "' '" . ' I • .,,'', 
0

: • • • • • •:· ·,• ''! ,• .. , ' •t ••.., ' ,•J 

Ul Proper written opplicati9n for any additional insurance to be ·~urchosed u~der this Supplementary 

Controctand settlement for the full first premium on such odd1t!~nol insurance shall be submitted 

, to tho 'ompany at its Office either on the Option Dole' OS of which the:'odditionol insurance is 

. being purchased or within 60 days ~rior th~reto . Th~ eff~ctive dot•l:J.~~"Ch additional insurance 

·shall be the Opticn Date as of whtch the msuronce 1s betng purchased but only If the Insured is "' '· 

.:. ·living on such Option Dote and if all conditions of this Supplementary Contract are met. The 

application for additional insurance must be for a pion of level whole life or endowmeiJt insur· ·-. 

~ . • once written by the Company on the Option Dote for the amount of the additional insurance. 
• : ' • • • • I ' ,' . ,.. '.,' l': I '' : • ' ' ,• .. • ' • ' t • ~ ' ', :' ' ~ .: • • • • ' ,' .' • ' ~ ' " ' 

121 

131 

141 

. Th~ · fa~~ ·~~ount of the additional i~~ur~nc~ which may be 'purchased on . e~~h. o'i .th~- O~ti~~ . 
Dotes shall be the Basic Amount of Option. The right on any particular Option Date to purcho.se 

additional Insurance oqual to the Basic Amount of Option shall expire if not exercised on or 

before that Option Date, but such expiry shall not affect lhe right, il any, ou each subsequent 

OptiO? Date to purchase additional insu.rance equal t~ the Bo.sic Am~unt 
1
of Option: 

. .. . . 
The policy for the additional insurance shall be im~d on. l~e form and at ~ht;~ premium roles In 
use by the Company in the area where the Insured IS ~es1d1ng at the effe~llve dote of the new . 

policy. The premiums shall be based on t~e then a1101ned og~ ueares.t btrl.hday of the !.m;rcd, 

the plan and face amount of the new pol1cy, and the m?r~al1ty cla s~1fica!lon of t~a policy to 
h'ch this Supplementary Contract is attached. Any restncllon contamed 1n the Policy to which 

~~:Supplementary Contract Is altached shall be contained in the new policy. . 

A y ogreoment attached to the new policy granting benefits in addition to the coverage afforded 

b~ the basic plan, Including but not limited to . be nerds In the. event of total and permanent 

disability or death by occidental mear.s, may be 1ncluded only w!lh the c~nsent of the Company 

. ond upon payment o,f su,:h additional charge os the C~mpany may cletermtne. 

--
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SUPPLEMENTARY CONTRACI 

ADDITIONAL LEVEL TERM INS.URANCE 
Issued by 

XY~ INSURANCE COMPANY 
This Supplementary Contract forms a part of the Pol icy to which it is attached. It is issued on the life 0 f the 

Insured stated on the face of sai? Policy (hert!in also called the_ Insured) in consideration of the application for this 

Supplementary Contract, etther m the apphcat10n for sa td Poltcy or subsequently in a form satisfactory to the 

Company, and payment of the additional premium applicable to this Supplem~ntory Contract as stated on the face 

of said Policy or in on endorsement thereto. 

The Company agree~ to pay to the beneficiary or beneficiaries of record of said Policy, in addition to the 

amount otherwise payable according to the terms of said Policy, o sum equal to the Face Amount of insurance 

stated below upon receipt of due proof that the death of the Insured has occurred prior to the Expiry Date shown 

below. 

TEilMIHATION or- lN!:Uil.i.NCE. The ir.suronce under this Supplementary Contract shall automatically ter-

minote: · 
1. On the Expiry Date of this Supplementary Contract or on previous conversion of this Supplementary Con­

tract as set forth in the provisions entitled "Conversion Privilege." 

2. If any premium on said Policy or on this Supplementary Contract is not paid when due or in the grace period 

allowed under said Policy. ·. . 

3. If said Policy is surrendered for its Cash Value or continued as reduced paid up insurance or as Extended 

Term Insurance uder the provisions of said Policy, or is otherwise terminated. 

Whenever this Supplementary Contract shall be terminated, the additional premium therefor shall no longer 

be payable and there shall be novalu_e on a~:;count thereof. The subsequent payment or acceptance of any premium 

hereunder shall not create any ltabtltty but the Com?any shall refund any such premium. 

· CONVERSION PRIVILEGE. At any time while this Supplementary Contract is in force prior to Total and Per­

manent Disability of the Insured, if a Supplementary Contract gra.nting disability benefits is attached to the Policy, 

this Supplementary Contract may be surrendered to the Company tn exchange for any new non-participating Life or 
Endowment Policy in use by the Company as of the dote of surrender, issued at the soma class of rating o:; this Sup­

plementary Contract, of a Face Amount of insurance equa l to or less than the Term · Insurance provided hereunder 

(but not tess than the minimum policy then issued by the Company for the pion selected) doted as of the date of 
surrender and at a premium according to the Company's rote then in use for the attained age of the Insured . The 
exchange will be mode by the Company, witho!,Jt evidence of insurability, at any time up to the anniversary five 
years prior to the Expiry Date of this.Supple'}~~ntc;J0' Contract; evidence of insurability, including good health, sat­

isfactory to the Company will be reqUired for e~c~onge thereafter . 

The new Policy will be issued with benefit (Qr Total and Perman~nt Disability Waiver of Premium, without evi­

dence of insurability, only in the event that such 'benefjt is in force under this Supplementary Contract at the date 

of Conversirm. '\ ''v·) 
~ ,,I . ~·", 

AUTOMATIC CONVERSION. If on the anniversary fiva years prior to the Expiry Date, the Insured shcl: be 

receiving disability benefits provided under any Suppl~me ntory Contract. attac~ed _thereto, t~is Supplementary C?n­

tract will be automatically converted to a non-porttctpotmg Ordmory Life · Poltcy 1ssued at tne same class of rotmg 

ond for the some Face Amount of insurance as this Supplementary Contract, and at a premium according to the 

Company's rote in use at the dote of such conversion for ~he o.'tained ~ge of the Insured. Any premium on the new 

policy falling due during the continuance of such dtsob1hty wtll be w,~~~~-d:.· , . 

SUPPLEMENTARY CONTRACT PART OF POLICY. This Suppleme.ntary_Contract shall be part of said Policy 

and the provisions of said Policy ore hereby referred to and mode a port her;_of, except that: 

1. The provisiorls "If Premiu~ Payment is Discontinued" and "Changes in Plan" as set forth in said Policy 

shall not be qpplicoble to thts Supplementary Contract. 

2. If the Insured commit~ suicide, whil e sane or·insane, within two year.s from the Supplementary Contract 
Dote or from any reinstatement of the Supplementary Contract, the msurance hereunder shall be a sum 

equal to the prt!miums paid on this Supplementary Contract and no more. 

3. This Supplementary Contract slf1oll beh inSconte
1 
stable afteCr it thas

1
bDeent in farce during the lifetime of the In· 

sured for 0 period of two years rom t e upp ementary on roc a e. 

REINSTATEMENT. This Supplementary Con.tract may be reinst'lte_d, provided said Po_licy is in force with n_o 

premiums in default thereon, at any time witfhin _fdtve year
1
s ~ftcr db~ 1fault m PI adyment ofdprhem

1
1uhm up~nfwntten Jpphlt· 

t
. 

1 
the Company with the productton o evt ence o tnsura 1 tty, tnc u tng goo ea t , salts actory to t e 

ca tan o . · h · h d f · t · · 
. C together with p<~yment of overdue prerr .. ums w1t tr.terest to t e ate o rems ate:nent at a rate or tnter-

ornpany, .
1 est determined by the Company, compounded annual y. 

In addition to the provisions of the incontestable clause herein, this Supplem~ntory Contr~ct shall be ~olltest­
oble for two years following the date of any rein!>totement, on account of fraud or mtsrepresentatton of matenal facts 

pertaining to such reinstatement. 

NON-PARTICIPATING. This Supplementary Contract will not shore in the surplus earnings of the Compuny. 

SUPPLEMENTAKY CONTRACT DATE. The dote of t~is Supplementary Contract shall be the Policy Date of 

the Policy unless 0 different Supplementary Contract Date IS shown here. 

· FACE AMOUNT .. · · · • · · · · · • • • • · • • • • • • • • • • • • • · ' • • • • • • • • • • • · ' 

EXPIRY DATE • .. ·• · · • • • · • · · • • • • • • • • • • • • • • • • • • • ·' • • ·'' ·' '' ·' 

. . .. . - .. •_:.:" .::." :...· .:.....:...:.....:.._ 
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Issued by 

XYZ INSURANCE COMPANY. 
I I I . .. . .... _., -..:.. J ' . , 1 i . 'i" """ \ 

V -~ · .~; 1 
; • t '(hereindfter cdlled tho: Company) 

, - . • ) I ' ·- \; 

T!-!IS SUPPLEMENTARY CONTRA a forms a pdrt of the Policy to which It is attach~d and is valid only if the abov.:- Suuple­mentury Contrdct Form and Suidl Number dre stuted on the Face of s~id Policy or are endorsed on said Policy. It is issued on th~ life of th~ Insured st~ted on the Fdc~ of Sdid Policy (herein also called the In sured) in consideration of the premium app\ic.:bl! to this Supplemer.:.:y Contract shown on thl! face of said Policy or in dn endorsement thereto. 

THE COMPANY AGREES to p1y in d<:cordance with the 13cneficidry dcsigndtion of the Policy and in addition to the amount otherwise pdyu blr: ~ccording to th e terms of th e Poli cy, the Montldy Income stdted below, upon receipt of d~e proof thdt the death of the ln ,un:d h.1s occurred prior to the Expiry Date indicdted below. The Monthly Income shdll commence upon the ddtl cl sdid dedth dnd shdll terminal~ with the lcJit monthly pdyment due prior to the Expiry Ddte. 

The Mcnthly Income PJ'fnlents mdy be increds~d in dny one yedr by such cJqdi~ional interest earnings as the Company may, at its discr~tic.n. d.:cl.re. • 
In the e:v~nt oi the dcdlh of the p<1y~e Vlhi le Montldy Income Benefitl cJre being paid, future payments, if any remain, will be m.1de to dny cui'{ d.!sigr.Jtcd contingocr.t or succ~ssor puyee living dt the time of such dedth, or, if there are none then living, one lun.p surn p0yml!nt ;;.f the CouunuteJ \/ diue ol pdyrnents th en rerndining will be mdde to the Executors or Administrdtcrs of the pdye.; who died whd;: r~":c;:iving th '~ (,~onthly Income 8~nd1ts. · 
No bend1ciary entit led to the payments or dny pdlt th ereof provided by this Supplementary Contrdct shdll have the right to commute, withdraw, surrender, enc•Jmber, dliendte or dSSign the same upon dny terms whatsoever unless by the written permission of the Owner. 
If a p4yee e:ntitl~d to receive the Monthly lncorne Benefits Is other th4n a ndturdl person tdkins in his or her own right or if the Policy shall be subject to an Assignment, then in either cdse, the pdyments, if any, under this $upplementdry Contrdct shdll be commuted dnd pdid in d single sum. 

' ,/ COMMUTED VALUE. Any commutation under this Supplementary Contrdct slldll be computed on the basis of interest dt the rdtt of 3% per dnnum. 1 h~ Table of Co111muted V dlues on the reverse pdge illustrdtes Commuted V dlues dt 3% for full yem to Expiry Dute (dctudl commutdtion will be bdsed on exdct number of Monthly Income pdyments .remdining) . 

CONVERSION PRIVILEGE. At dny time while this Supplementary Contract is in force prior to Total dnd Permanent Disability of the Insured if d Total and Permdnent Disdbility Supplementary Contract is dttdched to ~he Policy, it mdy be surrendered to the: Compdny in exchdnge: ford new Life or Endowment Policy issued dt the Sdme class of rdting dS this Supplementary Contract, ford f4ce dmount of insurdnce equdi to or less thdn the Commut~d V dlue of this Supplementdry Contrdct dt the time of such Conversion. The new policy will be issued dS of the date of surrender upon any policy form, dS limited above, in use by the Compdny dS of the date of surrender at d premium dccording to the Compdny's_ rate then in use for the attdined age of the Insured. The exchdnge will be mdde by the Comp4ny wrthout evidence of insurability. fhe new policy will be issued with benefit for Total and Permdnent Disdbility Wdiver of Premium, without evidence of insurability, including good hedlth, Sdtisfdctory to the Compdny, only in the event such benefit is in force under the Policy dt the ddte of conversion. 

TERMIN,4. TION OF INSURANCE. The lnsurdnce under this Supplementdry Contract shall automatically termindte: 
(i) On the Expiry Date of this Supple:rnentdry Contract. 
(2) If any premium on the Policy or on this Supplementary Contract Is not pdid when due or within the grdc:e period allowed under the policy. 
(3) If the Policy is surrendered or converted und er one of the Options, if any, 'given under the "If Premium Pdyment is discontinued" provision ot tl.,z Policy or otherwise termindted . 
(4) If the Policy becomes pdid up for its Fdce Amount. 
Whenever this Supplernentdry Contrdct shall be termincJted, the addit iondl premium th erefor shall no longer be pdydble dnd there sh.sll be no value o_n account thereof except for the return of the unedrned portion, if dny, of such additiondl premium pdid which cover~d the period oluring wf:ich termindtion beCdme effective, tosether with dny additiondl premiums pjid which fdll due .sfter termindtion. The subsequent p~yment or dcceptdnce of any premium hereunder shdll not create dny lidbility but the Company shdll refund any such premium . . 

SUPPLEMENTARY CONTRAa PART OF POLICY. This Supplementdry Contract shdll be part of the Policy dnd the provisions of the Policy are hereby refared to and mdde d port hereof, except that : 
(1) The Provision "Other Wdys in which the Proceeds of this Policy may be pdid" wi ll .spply only If the Commuted Value is paydble upon the dedth of the Insured. . 
(2) If the Insured shdll die .ss d result of suicide within two yedrs from the Ddte of Issue or from any reimtdtemcnt of this Supplementdry. Contrdct dnd while thc,Policy andthis Supplementary Contrdct dre in force, the lidbility ot the Com1Jdny 1 · hereunder shdll be limited to the pdyrnent to the Beneficiary in one sum of the dmount of premiums dctually p4id on this Supplementdry Contrdct. 
(3) This Supplementdry Contrdct sha ll be incontestdbie after it has been In force during the lifetime of the Insured for 4 period of two yedrs from the Ddtc of Issue or from dny reinstdtement of this Supplementdry Contract. 
(4) This Supplemc:ntdry Contrdct shdll not be reinstdted unless the Policy Is in full force with no premiums in del4ult thereon. 
(5) This Supplementary C?ntrdct shdll be non-participdt~ns d~d shdll root , shdre: in the surplus earnings of th e Compdny during the lifetime: of tne Insured . Alter mdtunty ddJ1tronal mter.::st e:drnmgs 4S prov1ded abov.: mdy be pdydble. 
The D4 te of this Supplernent4ry Contrdct shdll be the Policy Ddte of the Policy unless d different Supplementdry (cntrdct 0dte is shown here. 

Initial Monthly Income .. - - - . . . - ........... - . . , .. - . 

Multiple Benefit ......... ....... - .•......... Years 

Expiry Ddte . - . ... .. - - . - - •... - . - . . ....... . - ... . - . 

I 
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Issued by 

I 

XYZ INSURANCE COMPANY I 
I 
I 

(hereinc~fter cc~lled ~:, •. ComP4ny) 
I 

THIS SUPPLEMENTARY CONTRACT forms" part of the Policy to which it Is c~ttc~ched c~nd is valid only,; tht above Supple­
mentMy Contrc~ct form c1nd Serial Numbcr c1re: stc1ted on the Fc~ce of sc~id Policy or c1re: endorscd on 1c1id Policy. It IS Issued on the 
life of the Insured stc1ted on the F~cc of sc~id Policy (herein c~lso cc~lled the Insured) in considerc1tion of the premium c1pplicc~blc to 
this $upplementc1ry Contrc1ct shown on the Fc~ce of sc~id Policy or in c1n endorsement thereto. : 

THE COMPANY AGREES to pc1y, upon receipt cf due proof thc1t the dec~th of the Insured hc~s occurred prior to the Expiry 
Dc~te indicc1ted below, c1 Monthly Income which shc1ll be equc1l to the Initial Monthly Income increc1sed on ec1ch c1nniverwy of the 
Sup,lemcntclry Contrdct Dc~tc by 372% of the prior rec~r's clmount. The lnitic~l Monthly Income is Stdted below. The Monthly Income 
shc1l commence upon the dc~tc of sc~id dec~th end shc~l terminc1tc with the lc~st monthly payment due prior to the Expiry Dc~tc. Pc~yment 
will be In c~ccordc~ncc with the Benclicic1ry deslgnc~tlon of the Policy ond in c~dditlon to the c1mount otherwise pc1yc1ble c1ccording f 
to the: terms of thfj Policy. · 

The Monthly Income Poyments may be increc~sccl in c1ny one yeor by such c~dditionc1l interest eornings os the ComP4ny may, 
c1t its discretion, declc~re. 

In the event of the dec~th of the pc1yee while Monthly Income Benefits c1re being pc~id future pc~ymcnts, if c1ny remc~in, will be 
mc~de to e1ny duly designc~ted contingent or successor pc1yee living c1t the time of such dee~th, or, il there Me 11onc the:1 livi:1g, ont 
lump sum pe1yment ol the Commuted Vdlue of pc~yments then remc1ining will be mode to the bcecutors or Administrotors of the Payee 
who died while receiving the Monthly Income Bendits. 1 

No bencficic~ry entitled to the pc1ymcnts or c~ny port thereof provided by this Supplementc~ry Contrc~ct shc~ll hc~ve the right to 
commute, withdrc1w, surrender, encumber, c~liene1te Of e~ssign the some upon c1ny terms whe~tsoever unless ~Y the written perm ;ssion 
,f the Owner. 1 

' l_ -- II e1 pc1yee entitled to receive the Monthly Income Benefits is other thc1n c1 nc1turol person tc~kins_ in his or her own risht or 

I
. if the Policy sholl be subject to on Assignment, then in either ce1se, the pc1yments, if any, under this ~upplemcntory Contrc~ct shc~ll 

I ' 

/ be commuted and paid in c1 single sum. . I 

COMMUTED VALUE. Any commutc~tion under this Supplementc~ry Contrc~ct she~ II be equc~l to the omount ol Monthly Income 
p.sy4ble on the dc~te of dec~th times the number of full months between the dc~te of de:c~th c1nd the Expiry Dc~te. 

CONVERSION PRIVILEGE. Atony time while this Supplementc1ry Contrc~ct Is in fcrce prior to Totc~l c1nd Permonent Dlsc~bility 
of the Insured if c1 Toto! c~nd Pe:rmc~nent Disc~bility Supplementdry Contrc~ct is c1ttc1ched to the Policy, it mc1y be surren':lfred to t!-le 
Compony In exchonge for c1 uew life or Endowment Policy issued c1t the sc~me doss of rc~ting c11 this Suoplementc~ry Contrc~c t , for c1 
fo ce c1mount ol insurc1nce equc~l to or lm thon the Commuted V olue ol this Supplementc1ry Contrc~ct c1t the time of such Conversion. 
The new policy will be Issued e11 of the dote ol surrender upon c~ny policy form, os limited e~bove, In usc by the Compony e11 ol 
the dc~te ol surrender c1t e1 premium occordlng to the Compony's rc~te then en use for the c1ttoincd c1ge of the Insured . The exchc~nge 
will be mode by the Compc~ny without evidence of insurc~bility. The new policy will be issued with bcne~t for Totol c~nd P rmc~ncnt 
Disobility We~ivcr ol Premium, without evidence of imurobdity, including good hec~lth, wtisfc~ctory to the Compc~ny, only in the 
event such benefit is in Ioree under the Policy at the dote ol conversion. ' 

TERMINATION OF INSURANCE. The lnsurc~nce under this Supplementary Controct shc~ll c~utomc~tlcc~lly terminc1te: 
(1) On the Expiry Dote of this Supplementc1ry Contrc1ct. ! 
(2) If c~ny premium on the Policy or on this Supplementory Contrc~ct is not poid when due or within the grc1ce period c~llowed 

• under the policy. I ,_ 
- · • (3) II the Policy Is surrendered or converted under one of the Options, II c~ny, given under thf "II Premium Payment is 

discontinued" provesion of the Policy or otherwise tcrm1nc1ted. 1 

(4) If the Policy becomes pc1id up for its Fc~ce Amount. I 
Whenever this SupplcmcntJry Contrc~ct shc~ll be termin•tcd, the •d itiolldl premium therefor sh II no longer be pdydble c~nd 

there she~ II be no v•luc on ~ccount thereof except for the return of the unurned portion, ef c~ny, of such c~dditionc~l premium pc~ld 
which covered the period dunng whkh terme nc~t1on CCd c clftctl c, tosct cr with •nv c~ddot OMI premiums pc~id whech fc~ll due 
c~lter terminc~teon. The subsequent pc~yment or c~cceptc~nce of •ny pre here n cr shc~ll not rute c~ny l .. blilty but the Compc~ny 
shc~ll refund c~ny such prem1um. 
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