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ABSTRACT

This research project was embarked on to redress the apparent
lack of awareness, in most quarters, of what life assurance is.

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

The primary information for the research was collected,
using the questionnaire and interview ﬁethods, 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 information 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 market
too‘are numerous agents representing these insurance companies.
About 26 brokers'are licensed to operate, but these do minimal‘life
business except in the group énd pensions lines. There are two
'reassufers conducting business in thevcountry. They, however,
handle only 30 per cent of this country's reassurance business -
the rest is placed on foreign markets,

| The findings show that the whole range of life assurances
(group life, individual life, credit life, industrial life,
annuities, endowﬁentS, and pensions) are offered by the insurance

companies to their clients. Group, individual life, and pensions



ol

seem to be the major lines. Industrial life iskwritten by only
one company in the country, whereas credit 1life 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 material information about the proposer.
This information is obtained by use of proposal forms, agent's
report and the ﬁedical examiner's report. Severallunderwriting
factors are used in the selection of the risks and these include
occupation, interests, 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
%SEEEEEQEEE\CorEBEéFiOH and the Insurance Companies Act. This
situation wiil change with the establishment of the Commissioner
of Insurance's officeviwben the Insurance Act, 1984, comes in;o
operation. The Gove;nment has also participated actively in the
industry through the setting up of such state Corporations as
Kenya National Assurance, Minet-ICDC ana Kenya Reinsurance 2
Corporatiéﬁ.

Finally, the findings of this study suggest that the chief
problem facing fhe industry is the lack of knowledge amoﬁg ﬁoét
Kenyans about life assurance. Recommendations to correct this
situation include the introduction of insurance as a subject on
the cﬁrricuium of schcols and colleges; and a more spiritéd effort,
by both the Goverﬁment and Insurance Companies, to publicize

insurance in the country.
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CHAPTER 1

INTRODUCT ION

BACKGROUND

Security and protection against losses or contingencies,
based on the principle of mutual co-operation, have existed
in most societies since the early days of civilizationm.
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 with human

life.

Ao

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

exactly recent development. It has been in existence in
Britain for more than four hundred yeafs.1 In Kenya,
however, it is a fairly new phenomenon, having been around
for just about half a century.2 Inspite of this, life
assurance in Kenya, as elsewhere in the world,3 continues
to play an increasingly prominent role in the economic and
social system.

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

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

Raynes, H. E. A History of British Insurance, London, Sir
+ Isaac Pitman & Sons Ltd., 1964, pp 113
Khamala, J. N. The Origin and Growth of Modern Insurance

in Kenya, Nairobi University, Unpublished
Independent Research Paper, 1985, pp 6

Dinsdale, W. A. Elements of Insurance, London, Sir Isaac
Pitman & Sons Ltd., 1973, pp vii




force in Kenya with a total sum assured of K£2,041.682M. Were
they to be pai@ off, they would have made up about 69.41 per
cent of the Gross National Product. Life assurance assets

in the éame year totalled K£107.113M. Loans and advances

by life assurance companies to both the public and private
sectors stood at K£19.403M and total life income was in excess
of K£27.784M.4 This performance, in an economy with a Gross
National Product of K£2,941.450M, was not a small achievément.

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)fis 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 not only the private sector
but also the publié sector. Indeed, whenever the Government
floats afy stocks or bonds; it has also to look to insurance
cqmpanies as some of the principal purchasers of these financial

N

instruments.5

" Central Bureau of Statistics, Statistical Abstract, 1984,

pp 164-8 :
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 is 1afgcly

utilized in such purchases.
Life assurance provides protection against contingencies
to human life and one's ability to earn income - the most

. Rl 4 ) :
important assets any individual or nation can have. It .is

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

is no other legal method, apart from life assurance, whereby
one can establish an immediate estate.7

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 or key—man.8 Life assurance
also enhances the credit-worthiness of one,9 and it has tax
implications that are favourable to the policyholder.lo

Together with other institutions like savings banks and
co;opérative savings and credit societies, life assurance
promotes the attribute of thriff 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 ﬁhe funds after giving notice, with the result
that the'resolution to save over a long period may bg broken
when the depositor for one reason or another finds it necessary

~

to withdraw the amount deposited.11

Schultz, T. W. "Investment in Human Capital".The American Economic
Review, Vol.Ll No. 1 (March 1961 pp 2-3)

Vaughan, E. Fundamentals of Risk and Insurance, New York,

John Wiley & Soms Ltd., 1982, pp 179

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

Ibid ‘

The Income Tax Act, S.33 of Cap 470 of the Laws of Kenya .

Huebner, S.S. and Black, K., Life Insurance, Englewood Cliffs,
New Jersey, Prentice-Hall Inc., 1981, pp 34-7
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In addition, life assurance promotes peace of mind and
freedom from worry among policyholders.lz' They are con-
fident that should "anythingﬁ happen to them, their dependants
will be well taken care of. This enables people to spend
.their resources (energy, time, money, minds, 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 exhaustivg, 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
deséitute familities, has bee; recognizea for years by govern-
ments of all civilized countries.13 State-run insurance
programmes and pension schemes14 are an indication of this
recognifion.

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

'd

Ibid

Huebner, S. S. and Black, K. Op Cit pp 38

Examples include the National Social Security Fund
(NSSF) and the National Hospital Insurance Fund
(NHIF) in Kenya today.
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honour its obligations. 'Some indications, however;~§h§w.
that this is not always the case‘andithus 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 in particular, and insurance in general,

entails,

STATEMENT OF THE PROBLEM

To most people in Kenya today, the term life aséurance
brings to mind impressions of fast-talking salesmen beﬁt on
convincing one into buying an insurance pélicy against one's
better judgemen;; a phenomenon that keeps "eating" into

one's income through premium payments; tricky insurance

compénies that do not honour their obligations when one

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

iﬁpressions usually brought about by some unfortunate past
dealings with 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 understand what life assurance is, nor appreciate its’
social aﬁd economic importance. It has been postulated that
the semi-literate nature of the gene:al populace of Kenya
coupled with poor marketing of life assurance areygo bléme
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 ﬁroblem thét_is being invgstigated andthae

research project therefore is:
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"What life assurance practices exist in Kenya today?"

This problem generates five subquestions:-

i

What constitutes the life assurance industry
in Kenya?

Wnat services are offered by the industry to
clients?

How are these services @arketed?

What are the unresolved problems in the
industry and what can be done about them? and

What role has the Government played in life

assurance in Kenya?

SCOPE OF THE PROBLEM

This study is basically an investigation into, and

documentation of current life assurance practices in Kenya.

No historical analysis of the said practices has been

attempted.

Instead specific areas that have been

investigated include:-

1‘

2,

The composition of the life assurance industry,

Types of assurances and other services offered

to members of the public

Factors determining premiums charged;
Marketing of life assurance
Underwriting considerations

Loss settlement considerations; and

~Reassurance,

This study was confined to insurance companies

underwriting life business in Kenya as at January lst,

1985 as the poﬁulation of interest. For the purposes of

. this study, the term "Life Assurance" was taken to
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mean industrial life, group life, individual life,
endowments and annuities,

OBJECTIVES AND IMPORTANCE OF THE STUDY

The main objective of this study is to investigate
into the operations of, and document, the life assurance
industry in Kenya today.

Inspite of playing an impdrtant financial role in
the economy and featuring.prominently.in recently enacted
legislations,15 very little is 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
attempteds 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 research could
be based.

Life assﬁrance companies are expecﬁed to find this
study useful in its suggestions about those areas of their
operations that do not live up to expectations. The Goyern—
ment's 1eéislative 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 assurance in proper perspective in the minds of

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

The Insurénce.Act, 1984 (yet to commence)
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needed exposure to life assurance that members of the public
have hitherto missed. Tt will help policyholders and
potential policyholders to know what exaétly to expect in
their dealings with the life assurance industry in this
country, |

REVIEW OF RELATED RESEARCH

The past fifty years have witnessed‘a lot being writteﬁ
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 éonstruction of life tables based on actual mortality
experiences in Kenya. In the absence of these, life assurance
cogﬁanies have been left with no alternative but to use
adjusted foreign (British and'American) mortality experience
in calculating premium rates to be applied in this country.
Séveral research studies, in the process of investigating
into the much wider subject of insurance, have inevitably .
touched on ome aspect or another of life assurance. Byamuéisha
(1973) researched and wrote on iﬁsurance law in East Africa.
Tsuma (1975) studied insurable interest and the prin;iplg of
indemnity law and practice. Irukwu (1977) conductea a study on
insurance 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 fhe doctrines of indemnity and subrogation in

insurance contracts, and, like most of the studies mentioned
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above; the findings of his study dealt with life assurance
very superficially.

Many other papers and research étudies have been
written on several aspects of insurance, Very few of them,
however, have touched on 1ife 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, country.

DEFINITION OF SOME OF THE TERMS USED IN THIS PAPER

Unless stated otherwise, the following terms, as used
in this paper, will carry the corresponding meanings

assigned hereunder.

Assurance: Insurance effected on the life of a
S allce.

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, tha;

- is, the amount the assurer promises to.'

pay upon the happening of the assured
contingency. The sum assured épells out
the limit of the assurer's liability under
the policy,

Cash Value, Cash Surrender Value, or Surrender Value: The

value the policy acquires afrer being in

force for two or three years. It is the



3.

16,
' 48

18,

10

amount the assured gets if he
elects to surrender the policy.
It is actuarially established,
vbut usually, it will be less

than the total amount of premiums

paid by the assured.

Insurance: The protection given to an
gt R,

individual or organization against
monetary losses suffered, arising

; 16
out of unforeseen clrcumstances.
It ig'a soq}al device which combines
the risks of invidivuals into a
group, using funds contributed by
members of the group to pay for

losses.17

Mature: 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 endo&-_
ment at age 65 is mature at that
age, and a Whole life policy is

mature at age 100.18

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

Vaughan, pp 207
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Bis Operations: Used synonymously with practices to mean

the doing or performing of practical
.19 b ;

assurance work,” " that is, the practical
application of assurance principles in the
day to day conduct of life assurance
business involving proposals, underwriting,
reassurance and general transaction of

life assurance.

6. Paid-Up-Policy: A policy is paid up when there are no further
premiums due on it, and the reserve is
sufficient, together with the interest on it,

2
to pay all future claims under the policy.“o

Fa Peril: The event that causes a loss, for eiample,
- deaths "1t 48 a contingency or fortuitous event,
which may be covered or excluded by a policy of
21
assurance,

8. Policy: The document that evidences the assurance agree-
ment, or contract, between the ;ssured and tﬁe
assurer.

9. Reassurance: - This is assurance for assurers. It is a device

= whereby an assurance company may avoid'év
catastrophic hazard in fhe operation of the /
.“. assurance mechanism by ceding or traggferring
| part of the risk to a reassurer:
19, Adapted from Webster's Third New International Dictionary,

1976 Edition
. Vaughan, Ibid
* . Dinsdale, Op Cit pp .223

20
el
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Rider: A document which amends the
policy. It may increase or
decrease benefits, waive a
condition or coverage, or in
any othe£ way amend the

original contract.

Risks . Used in the abstract to

indicate a condition of thé

. real world in which there is
a possibility of loss. TFrom
the assurer's point of view,
it is taken to mean the person
assured or the peril assured

against.

Risk Management: ! A scientific approach to the
| problem of dealing with the pure

risks that facé an individual or
organization in which insurancé Al
(and assurance) is viewed as
simply one of the various approéches
to dealing with such risks.

Underwrite; ~ The process by which the'assurance
company determines whether or not
and on what basis it will accept

an application for insurance.
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CHAPTER 2

THEORETICAL FRAMEWORK AND LITERATURE REVIEW

THE NATURE OF LIFE ASSURANCE

ITS 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 fhe payment by assurance
offices and underwriters of specified sums of money (sums

assured) upon the happening of contingencies upon human 1life

in return for relatively small amounts of money received in

the meantime; termed premium3?3 These contingencies, or

rather, risks that face the individual or family are numerous

and varied, and they create untold miseries when they do

occur. Excluding unemployment, the threats to an individual's

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

the bread-winner. They include‘(l) Premature death, (2) disability
caused by disea;e or accident, (3) old age and forced retirement,
and‘(4) living so long that one's financial assets ére exhaixsted.z4j
It is the primgfy purpose of life assurance to safeguard the

individual or family against these misfortunes.

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

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

Dorfman, M. S. Introduction to Insurance, Englewood,

Cliffs, New Jersey, Prentice-Hall Inc., 1982, pp 231
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39
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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 burden e

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 programmes 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 ;f life assurance as the starting point in insurance.
With this in mind, life assurance ffom 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

: ¥ A g 2
of many individuals to one person or a group of persons. .

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

f ; ;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 othef 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 fo{ 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 fofms of insurance by the fact
that in the latter, the contingency inéurEd against may or
may not happen, and, in the majori;y of cases, aoes not
happen, 1In life aséurancé, the event against which protection
is granted - déath, old age or retirement - is an uncertainty
or is unlikeiy for one year, but each year the probability of

loss increased 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

o e

g

indemnity. In most lines of insurance, an attempt is made
to place the insured back‘to the same financial position he
occupied before he suffere& 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 in life assuranée because of this
difficulty of assigning a monetary value to human life.28
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,»relinquishmént 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 two or
more insufers'cover the same insured and the same risk.zg'_ §§-
This pre&énts the insured from profiting by collecting the fhl;

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 McMurdie, D. C. Elements of Insurance,
London, Sir Isaac Pitman & Sons Ltd., 1973 pp 221
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where the assured has placed the same risk with more than

one assurer,

THE ORIGIN OF LIFE ASSURANCE

THE FOREIGN EXPERIENCE

As a whole, insurance in its present form has been
practiced for a long time. Abundant evidence shows that
many practices resembling insurance existed even in the
ancient world.30 As early as 3000 B.é. Chinese merchants
utilized the technique of sharing risk. Because of
treécherous rapids along the rivers plied b& these merchants,
not all the boats carrying their goods made it safely. To
reduce the 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
pfovided for the‘transfer of the risk of loss from merchants
to money—lenders.31 This code relieved the trader whose
goods Were.lost to bandits of hié debt to the money-lender who
had 1ént him the money to buy the goods. Naturally, the money-
lenders loadéé their interest rates to cover this aspect. This

technique was adapted by the Greeks and Phoenicians in their

bottomry and respondentia arrangements.

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

Vaughan Op Cit pp 63-5




Marine insurance, the earliest form of modern insurance
appears to have had its origin in Italy around the thirteenth
century.32 The Lombard merchants introduced marine insurance
to Britain and other countries of Western Europe in the
fourteenth and fifteenth centuries A.D. from where the idea
of insurance has spread to other part§ of the world.

Life assurance is fairly recent if compared to marine
insurance. What 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 ;esponsible?3
Interesti;gly, Gibbons died within the year and the under-
writers had to pay the sum assured.

By 1693, omne Edmund Halley had prepared a mortality table
gﬁt it wasn't until a century later that any degree of
accuracy was achieved in the prediction of mortality. Founded
in 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 wifh
age wag successfully introduced by the Equitable Society

J % for the Assurance of Life and Survivorship - a company that
was chartered in %762. Other companies followed”suit.

As the practice of life assurance became better known,

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

ot Vaughan, Op Cit pp 64
33. , Raynes, Op Cit pp 113
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
put an end to this state of affairs.35 This Act commonly
known as the Gambling Act, rendered it illegal to effect
an assurance upon a life unless the perscn 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 with regard to her husbénd.

Over the nineteenth century, large numbers of life
assurance companies were formed most of which later failed
due to bad management and various incautious amalgamations.36
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 Compaﬁies Act,
1958 and amended by the Companies Act, 1967.

In North .America, the first life assuranﬁe companylgas

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

of Poor and Distressed Presbyterian Ministers and the Poor

; ] ’ 3 Sag 7
and Distressed Widows and Children of Presbyterian M1n13ters.3

Presently assuring only Presbyterian Clergy and laypersons,

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

New, Op Cit pp 1
Ibid
Vaughan, Op Cit, pp 65
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By 1835, several other stock companies 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 that followed it, it
survives to this day.
THE AFRICAN CASE 3

Very little literature on the insurance industry
in Africa exists today. It is however evident that
insurance in its modern sense was unknown to Africa
until the early part of this century.38 It was
introduced into each African territory by the early
European settlers. The former British Colonies
received the idea 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 Frenéh, German,
Portuguese, or Italian influence, adopted the insurance
practice of their colonial masters.3

It should Bé noted, however, that most parts of
Africa had so;e forms of insurancg 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.

Irukwu, J. O. Insurance Management in Africa, Ibadan,
Nigeria, Caxton Press, 1977, pp 7-10
Ibid 5
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Other arrangements include the "Susu" in Ghana,aO "Ukoob"
in Ethiopia and "Tilia", "Kimangan'", "Kuhithia" and
"Khukhwekekha" practices in Kenya.41 Such practices covered
the area of and thus provided similar services as, fire,
crop, livestock, health, accident and life assurance.

In Kenya, déalings 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 follgwed 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 thch opened a branch in the Colony in 1922, It
was followed‘by Commerciél Union in 1929,43 the Norwich Union,
frudential, 01d Mutual, Pioneer General and a few others
immediately thereafter.

Over this period, the chief forms of insurance transacted
were fire, marine cafgo, and a little motor business. Life
assurance business was still in its formative stages. This

picture remained unchanged until well into the post=

k4

independence era before life assurance rose into an industry

leader.

THE LIFE ASSURANCE PRODUCT: TYPES OF ASSURANCES
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 Insurance Institute of Nigeria,
Nol . "IN <19 pps 200

Khamala, Op Cit pp 4

*Irukwu, Op Cit pp 231

Ibid - :
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They include (1) Individual life, (2) Industrial life,
(3) Group life and (4) Credit life assurance.44
INDIVIDUAL LiFE ASSURANCE

Also called ordinary life assurance, this type describes
the life policies purchased by individuals to fulfil their
assurance needs.45 It constitutes the oldest and largest
class of life assurénce. Most beople 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 "check-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 sometimes called debit agents.47 A
distinguishing feature of this élass of assurance is the relatively
small amount of the premiums which are paid as frequently as once
a week. Usualiy the premiums are collected by a representétive

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 tﬁe 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 will depend on how much coverage this premiﬁmiwill
purchase under the plan selected aﬁ the attained age of the
assured. The small amounts of sums assur;d obfained from this
class of assurance go towards meeting funeral and burial
expenses. As a genmeral rule, coverage is provided without
medical examination. |

Due to two basic reasons, this class of assurﬁnce is
expensive, that is, the cost per unit is relatively high if
compared to other classes of assurance.&8 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 forvan agent to collect and account for numérous small
premiums. Because of these, most life assurance companiés do
not write this class of business.
GROUP LIFE INSURANCE e

fhis is life assurance provided to a well-defined group of
people who are asgociated for some purpose other than purchasing
life assurance, Common gfoups to whom 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 médical examination
for the individual members of the group.

The,memﬁers 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, assurénce companies insist that at least 757 or 25
members (whichever is the larger) of the group be covered by
the policy.so

Group life assurance programmes sponsored by an employer
may bg non-contributory although it is more common to find
contributorx 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 multiple of the individual's salary. Three
reasons make the cost for this class of assurance to be
relativel§ low in‘comparison to other classes. Fi;st, the vast
majority of group life policies are provided on a yearly - renewable-

term basis. Term assurance provides the lowest per unit cost

Vaughan, Op Cit pp 187-8

“ ' Thid
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form of assurance., Secondly, the expenses of medical
examination 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
policies.52

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 Ee paid for death from any cause, includ-
ing suicide, without restrictions as to time. Also, most
policies include a conversion provision, under which the
assured may, within a specified period after termination of
employment or membership to the group, convert all oy 'a
portion of the assurance to any form of individual policy
currently offered by the aésurance company.53 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 éméll 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 in 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 ASSURANCE

Offered on both an individual and group basis, this assurance
is sold through lending institutions (like commercial banks, sales
finance com@aﬁies and hire purchase retailers) to short-term
borrowers contemplating consumer purchases, and instalment
buyers.54 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 is
repaid over time. The life of the borrower is initially
assured for an amount equal to the améunt 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
assurance company.

THE LIFE ASSURANCE PRODUCT: . TYPES OF POLICIES

4

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, howeverj only three major types of life assurance
contracts can -be tdentifieds (1) Term insurancé, (2) Whole life’
assurance, and (3) Endowment life assurance. Togépher with
annuities, these three constitute the basis upon which numerbus
life assurance policies with differing areas of emphasis have

developed.

Vaughan, Op Cit pp 188
Ibid
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8id.1 TERM ASSURANCE POLICIES

Term Assurance is the oldeét and purest form of life
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. ;

Medital 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
premium) at the end of the policy period. In a&dition, the
policy may be convertible or non—convertible.57 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 mo saving.element. This being
the case, it is “not practicable to grant term éssurance for -
very long term periods. The premium chargeable for a policy
covering a §ery long period will necessarily approach'the premium
£6r 2 non—participatiﬁg whole-of-life assurance. Since whole-
of-life policies carry a surrender value whereas term policies do

not, it 15 not pfudent to take out a policy of the latter class

for any extensive periods.

gg‘ ~ New, Op Cit pp 31=3
58" " ¥aughan, Op Cit pp 182

s New, Ibid
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Thus this typé 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 in
connection with loan transactions.

A modified type, the decreasing term assurance, is ideal
for'loané that are repayable by instalments, for example, a
building society house purchase mortgage. The principal out-
standing‘from time to time in these transactiéns is a con-
stantly diminishing quantity, and the cheapest policy that
can be purchased to cover the Sorrower in the event of death
must involve a diminishing sum assured. Sometimes a single
premium is éharged fbr this policy. The amount advanced by
the building society or financier is correspondingly increased
and the amount of the.premium is automatically repaid over
the term of the mo;ﬁgage;sg

Another modification of term assurance is the increasing -
term policy.60 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 yéaf 15, perhaps Shs. 17,0@0 would be paid to’ the

.

beneficiary. In inflationary economies, policies of this type

' would be ideal. For instance, as the price of a funeral

: 4 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 prétection for the whole of the
assured's life time, thﬁs, it is sometimes called whole-
of-life assurance. Payment of the face value of the
policy is made upoﬁ death, regardless of when it may
occur, The distinguishing feature of this form of c;ver
for the‘asgurer is that the assurer knows for certain
fhat eventually, he must pay a claim on every whole life
policy that is in force.62 This does not happen in the
case og 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 for the fact that whole life assurance premiums

are ihitially higher than term assurance premiums.

Whole life policies can be broadly classified into
three groups based on the method of premium payment. They
include (1) Single premium, (2) Continuous premiums, and

o & il i 50463
(3) Limited-payment policies.

Single-premium whole life policies are those in which

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

exchange for'oﬁe 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.

Ibid
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

. Jong 4s ha is alive. These policies, sometimes referred to as

level-premium whole life or étraight - premium whole life require‘
premiums to be paid until death or age 100 is attained - which-
ever occurs first. The biggest advanﬁage of this form is that

it is cheap and, where a person can afford to fay only a limited
amount in premiume, the cover that can be purchased is larger
than can'be obtained under any other form of permanent assurance.
Its major drawback is that premiums continue to be payable even
in old age qhen the burden may be quite heavy.

Limited-payment life policies, as the name implies, are
variétions of the ordinary whole life assurance. Upon death,
‘the sum assured is paid, but the premiums are limited to av
fixed number, or they may be payabie until a stipulated (often
retirement) age is attained. Usually, the fewer the number of
premium payments, or the shofter 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 ﬁhe premiums to cease at the';ge
when he expects to retire from business so that, on his retire-
‘ment, when his income will invariably fall, he will be in
possession of a fully paid-up policy. Should he find that at

that time he no longer needs assurance protection, he can

"surrender his bolicy for a substantial amount of-cash.

New, Op Cit
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Normally, whole life policies are used to meat ‘the assuredls
need for permanent protection and savings. The former include
the be;ual 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

A 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 survives the endow-
ment period. This type of contract is, howgver, 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 is paid either at the
expiration of a fixed number 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 use it as a means of

. i et ' 66
S&Vlng money as well as prOVldlng assurance cover.

4

In endowment policies running for long terms, the savings,

‘or investment element predominates, whereas endowments running

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 in 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
the assured should he survive the term of the imlic:y.'67 This
is an application of the famous "you win if you live and you
win if you die" dictum.

2.4.4 ANNUITIES

Annuities are the opposite of assurance. They have
been called "upside-down life assurance'" since in 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 prinzipal 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,

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 designated life or lives.71
There ére numerous annuities classified using various bases.72
First the annuity may be payable only for the duration of éne 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 immediatg_annuity is one where
the first payment is 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 classifiéd accordi%g to 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 annﬁitant'; death.
Alternatively, the énﬁ?ity may have a refund feature, with a
specified amount to be paid to the annuitant's estate should he die
within a specified period after payment; commence.

N

Like life assurance, annuities are sold on both an individual

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

Ibid
Vaughan Op Cit pp 190-1
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against the risk of outliving one's iﬂcome which is just the
opposite of life assurance's purpose, that is, protecting
against the risk of loss of income through premaﬁure death,
several similarities abound between the two forms of
contrécts.73

Annuities are simply another important means of assurance
and are based on the same fundapental 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.

THE LIFE ASSURANCE POLICY

Because of having both the savings or investment element
and the protection element, the life assurance contract is a
fairly flexible document that can be easily adjusted to meet
changing circumiFances and needs. Unlike many other insurance
contracts, there is no standard policy form that must be used
in life aséurance. Inspite of this, legal requirements as
regards the life assurance policy are fairly similar in most
countrieg;

LEGAL VALIDITY‘

Thebvalidity of the life assurance contract depends upon
the same common-law principles that are applicable to other
contracts.ya The agreement, to begin with, must bébbetwéeg
coﬁpetent parties, that is, parties with legal capacity to
contract. The contract must result from an offer and acceétance,

and it must have,'for its purpose, a legal object. There must 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,

76

fairly similar in their contents., Although the order in which

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

other; the following appear in virtually all life assurance

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

contract, signatures and seal, and the general conaitions and
privileges governing the contract.

15 The heading includes the name and addresé of the assurance
office»and other salient features of the company, for
example, the déte of incorporation.

2.v Recitals mark the beginning of the'policy proper. Itis
stated hefe‘that the assurer§ have received a proposai and
it is declareé that this proposal will form the basis df
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



The assurers then state that they will pay the sum assured
specified in the policy schedule upon‘satisfactory proof of:
i) The happening of the event upon which the sum assured

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

ii) The title of the person claiming payment, and
17
iii) The date of birth of the life assured.-
4, Set out in the schedule are: The poli&y number, the date of

commencement of the policy, the name, occupation and other
personal details of the assﬁred, the date of the proposal and
declaration, and the name aﬁd occupation of fhe assured (if
‘not the life assured).
‘Also stated is the amount of the sum assured and the
event upon whicb it is payable, that is,
i) The death of the life assured, or
ii) The death of the life assured béfore a specified date
or the survival of the life ass;red until that date,
or
111) The date of the iife_assured before the expiry date of

a term assurance policy.

The scheduIe also spec1f1es the person to whom the'sum
assured will be pald that is, the benef1c1ary, whether the
policy is with or without participation in profits, the amount
of the first premium énd the aﬁounts of renewal premiums, the
date when‘premlums 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.

.77 ‘
* Ivamy E. R. H. Personal Accident, Life and Other Insurances, London,
Butterworth & Co (Publishers) Ltd., 1973, pp 939
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5 The life assurance policy carriés several conditions,
each of which is aimed at fulfilling ome of the
following:

i) To‘gxplain the nature of the contract and
its legal implications;
11) To limit the scope of the assurance; and

131 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,
R
travel and occupation.
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 ;
i 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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The Incontestable Clause.
Known as the Indisputability Clause in Britain,8l this
previsionistates that after the policy has validly been
in 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 in"which to uncover any fraud.

Even if a notorious fraud is discovered after this

period has elapsed, the assurer cannot void the policy.82

.

Misstatement of Age.

This 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 adjustedAto the
amount of assurance that the.premium paid would have
purcﬁesed at the correct age. Generally, the aﬁeunt 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 poiicy to ensure ;hat
assurers are not "swindled."

Reinstatement.

This prevision gives the assured the opportunity to renew
the policy tﬁat has laésed 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:

4 Receipt of evidence of insurability of the assured
satisfactory to the company

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

111) 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 engaged in any dangerous occupations or hobbies

S i X : ; ¥ Y8
or awaiting execution for a crime in a foreign country.

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 preﬁium, policies were
ﬁerminated with no return to the assured. With the development
of tﬁe level premium plaﬁ the practice nowadays is to include
non-forfeiture values in the policy. At any time after thé.

policy has beguﬁ to*accumulate a cash value, the assured is

o

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

- for one reason or another. This cash value may be taken in one

of threé ways:

Vaughan, Op Cit pp 214-5
Dorfman, Ibid



: The assured may take the cash listed in the
non-forfeiture values.

: Alternatively, the assured may take a paid-up
policy with a reduced sum assured that the cash
value can purchase as a single premium.

4 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
a net single premium.

g) -« Suicides

A typical suicide clause reads:

If within two years following 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.8

The purpose of this exclusion is to protect the assurers

against a person who might purchase the assurance with

the express,intention of comnitting suicide. It is’
assumed that if the assured has not committed suicide
el within the two years, the reason for doing so will

probably have disappeared. ‘Thereafter, death by

suicide becomes just another cause of death, and the

87
company will pay for 1it.

85. vaughan, Op Cit pp 223
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 as spelt out by legislations, for example,
as the case is in some states in the U.S..88
2.5.3 RIDERS AND OPTIONS
The life assurance policy has been likened to an auto-
m&bilé.sg 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 guafanteed insurability,
waiver of premium, and double "indemnity".
a) The Guaranteed Insurability Optionf
This rider, applicable to only permanent types of contracts
such as whole life and endowﬁent, allows the assured to
pﬁ?chase 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
option, whichever is the smaller.90 An extra premium that is
based on the Company's estimate of the exﬁra mortality th;tvwill
be experienced on policies issued without evidence of :
S - insurability, wili‘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,

Bg- Tbid
9" Dorfman Op Cit pp 277-9
* Vaughan Op Cit pp 2381
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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 premiqm§ was continuing.' The advantages
bf this option are obvious. It is evident that once an
assured becomes disabled, not only will it be difficuyt,
but also impossible to continue the premium payments or

to obtain assurance coverage, thus it is nécessary for

the present coverage to be continued.

The Double-Indemmity Option.

This optioﬁ provides that shouldlthe 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

T 91
indemnity.

Typically, the clause making this provision reads:
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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 injurg and while this
benefit is in effect.’?
d) Participation in Profits.
Most companies transacting life assurance business issue 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
without-profits or non-participating policies.93
A life policy which ﬁerely guarantees the payment of the
.éum assured on the occurrence of the assured event falls under
the second category. For a slightly higher premium, however,
most policyholders prefer to effect policies falling within
y cia 94
the first category under which bonuses are paid.
Periodic valuations of their assets and liabilities are
made by life assurance companies and the bonus declared’
dependé 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 into account are such factors as rates

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

Ibid

New, Op Cit pp 15-20 &y s
Mowbray, A. H. Insuramce: Its Theory and Practice in the United
States, New York, McGraw-Hill Inc., 1969, pp 308-9
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other economic considerations, but invariably most life

assurance companies are so stable that bonuses are usually

declared after these {}aluations.95

The various types of bonuses available include:

i)

ii)

iii)

iv)

v)

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.

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
;ompound interest differs from simple interest.
Cash bonus. This method entails a cash payment
being made to each wi;h-profits policyholder at
each bonus distribution in a manner similar to
dividend payment.

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’

L 4

fall short, the sum assured is reduced or a cash

payment is required from the policyholder.
Guaranteed bonus. This is, in reality, the granting
of a non-profit assurance with an increasing sum

assured - increasing each year by the amount guaranteed.

95. Dinsdale, 'Op. Cit pp 55~7



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 polic&, but at the end
of this period a substantial reduction is made in the
premium, Thereafter, the pdlicy receives a small
reduction year by yeaf until no further premiums
are payable. Subsequent bonuses thereafter, are
alloted by way of reversionafy additions to the sum
assured, '

Many other bonuses, going under various names are issued by
life assurance companies in order-to give policyholders a fﬁll
share in the caﬁital gains made by the life fund.

e) Policy Loans.
The policy loan provision is one of the most notable secondary
benefifs of the life assurance contract. Under it, the assured
may, at any time, obtain a loan from the assurance compény, for
an amount equal to or less than the cash surrender value, using
the policy as collateral for the loan. This provision is mostly
utilised by politybolders who are in need of temporary funds.

Tied in to this %s the automatic premium loan provision

_which typicaily 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 1ndebtedness, is
gufficient for such premium but

insufficient for a loan of the
premium in default. 96

9, -
Vaughan, 0p Cit pp 225-6 ~
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Although policy 1oan§ (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
assurance. |

PREMIUM RATES AND THEIR COMPUTATION

Premium computation in life assurance is done by actuaries
who use substantially more mathematics than many of the average

assureds command. However, a grasp of the fundamental

principles used in 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
which the premiums are to be paid.98
PREMIUM COMPUTATION

Life assuraﬁcé rate making is made up of three primarylg

Ed

elements: Mortality, interest and 1oading.99 Mortality and

interest are the basic considerations in the computation of the

net premium which reflects only the cost of claims and omi ts
provision for operating.expenses. The gross premium, which
reflects the selling price of the contract, that is, the amount
the assured has to péy, is made up of the met premium plus an

expense loading,

Ibid
Ibid
Ibid
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a) : Mortality:

In alllforms of insurance, the risk is trénsferred from
the individual to the insurance company. Since the risk
in life assurance is based on life contingencies, it is
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 iiving 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 ége; The 1958
Commissioner's Standard Ordinary Mortality Table (1958 CSO),'
the most widely used mortality table today,loo has a radix,
or beginning point, of 10,000,000 lives. It contains five
columns: aée, the number living at each age out of the
original 10,000,000; the number of those iiving at the'Start
of a given.yeaf'who will die in that year; the ratio R
persﬁns 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.

100, Dorfman, Op Cit pp 284-7
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With the mor;ality table, the computation of assagénée
premium at any given age becomes a matter of simple
arithmetic.lo1 For instance, according to the 1958 680,
9,647,694 persons are alive at age 21. Out of this figure,
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 a sufficient
fund to pay all claims. In this example, the Shs. 1.83
is the net premium (fhe cost of the losses only) that each
assured pay;, that 18,

§hs. 17,655,000 & 9,647,694 = She, 1.83%%%

Interest: B

'-'Because assurance companies collect premiums in 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 ity it does not need to collect from the assureds the
full amount of.qupre 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
Ibid
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calculated by dividing a Shilling by the future value of 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.0% 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
end of the year if an interest rate of 3 per cent is applied on
thé investﬁent.

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 37 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, becomés.higher because there are fewer members left to
pay the costs and‘;t 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
At age 24: (Shs. 18,324,000 x 0.970874) + 9,593,960 = Shs. 1.85
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
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215,917 will die begére reaching age 66. Thus at age 65, the
net premium for a l-year term policy will be:

Shs. 215,917,000 x 0.970874 3 6,800,531 = Shs. 30.83. Thus,
since premiums are based on mortality, they increase as the
assureds grow older. These premiums become quite prohibitive
at advanced ages.

The Net Single Premium:

This is a sum "which, 1f paid at-the time the policy is initiated,

and augumented by compound interest, will pay the benefits as they
come due".105 This premium is compﬁted along the same lines outlined
above.

For a S5-year term policy initiated.at age 35, for example, the
net single premium is the sum of all the amounts needed by the
assurer to pay claims at the end of each year. In the first year

23,528 assureds 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,%85,000) Shs. 23,267,980 on hand at the beginn-

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

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

of the 26,112 deaths that-occﬁr'in the third year is needed.

Shs. 24,869,640 and Shs. 25,992,130 will be needed at the beginning
of the first yeag to pay for the claims in the fourth ana fifth
years respectiveli. The net single'premium for each assured is
computed by summing up these figures and dividing by the number of

assureds at the beginniné_of the period, that is,

Vaughan, Op Cit
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She. ‘120,848,000 % 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 years. Similarly, a whole iife policy taken at
age 21 will be considered as a term policy for 79 years.

In computing the ﬁet 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 + 0.862,609) Shs. 7,971,679;446>insteéd 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
afises‘because the endowment policy agrees to pay the fac;
~ amount to fhe assureds who survive as well as those who die.
Thus the 9,241,359 assureds who are alive at age 40 must belpaid
along with those whé have died over the 5 years of the poliéy.
Summing the present value of the amounts needed and diﬁiding 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
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The Level Premium:
The net single premium forms the basis of computation
of the level premium for long~term assurance and whole
life policies.106 Since the net single premiﬁé required to
purchase whole life aésurance,.for example, is so large
as to be impractical for most assureds, the level premium
was conceived by assurers to take céfe 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 perioa. Thus interest will
be ‘earned on this amount and this, together with the : z‘

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 péy the
series of levei premium payments will live to complete’ali
the paymeﬁts. A charge must therefore, be made iﬂ the level

premium plan for these "missing premiums'". As Dorfman

points out, the missing premiums and interest make the level

premium more than the simple division of the net sihgle
premium by the term of the policy (65 years for whole life

; 7 b 4
policies).10 Thus, in computing the level premium,

Ibid o
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, in 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 premium 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 premium payments and mortality cost in the
initial years is the basic reason explaining why policies

! iy o R { y
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

, ' R .
to cover losses and expenses. This assertion holds true for

life assurers too. The life assurance company has to predict

its claims and éxpenses and allocate them to the various

Vaughan, Op Cit pp 202

Huebner, Op Cit Chapters 20-8 . e
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 cover the claims and the
"loading" which covers the assurer%s expenses. The
"pure premium", or the net premium, is that nart: 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
iv) Allowance for cbntingencies and profit.ll3
In loading the premium, expenses.are normally treated as -
a percentage of the final rate, on the assumption that
they will increase'proportiénately with preﬁiums. 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

pay the claims after provision for expenses.114

Hénce, :
- Pure Premium

Gross Rate = , _ Expense Ratio

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

of cover wanted will give the gross premium chargeable.

' THE MARKETING OF LIFE ASSURANCE

Like other lines of insurance, life assurance is also

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

Ibid
Ibid
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assurer's predictions will therefore, increase with an increase
in the number of separate individual risks assured. Thus, as
115 b
argued by Mowbray, the stability of the assurer's
experience will increase with an increase in the Qolume 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, increaseé profits, élso 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 1life

. ' 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

L4

programme . involving salaried employees, independent and captive -

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

range of 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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27,1 THE AGENT

Without doubt, the marketing of life assﬁran;e 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 is,

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

entire time to it . . ., . ‘He s
paid by a commission on the premiums
for policies issued upon applications
secured by him.

Most life offices insist that the individual agents should
“represent them exclusively. Life agenﬁs 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
: 120
general agent and the branch office.
a) General agen%s are appointed by the.assurer and theﬁ
given responsibiiity for a specified territory. The-general,
) agent is also given authority to recruit and train his or her
own sélespeople 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 agent to finance a

. Vaughan, Ibid
] Mowbray, Op Cit pp 396
4 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 1ife assurance,
Since life assurance confracts cannot be cancelled by the
assurer - except for non-payment of premiums - once they
have taken effect, the life assurance Agent is correspondingly
constrained. He cannot bind the assurer on any. risk.lZI
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 cont;ol 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

by the assurance company.122 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 find a company using a system

o

that incorporates characteristics of both techniques. Either way,

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

121.

122

company.

Dorfman, Op Cit pp'68
Ibid
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L2 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
fEd 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
. " 124 By ot %
large corporations . The broker solicits 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.l A competent broker studies the
assurance needs of a client and
makes up a complete schedule of the
kinds and amounts of insurance to
be 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.125
2.7.3 TYPES OF ASSURERS

Classified according to the type of products that they

sell, there are three types of insurance companies:

i Thig
124, Mowbray, Op Cit pp 403
125, Ibid :
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%) Life offices, which offer life assurance and
annuities.
ii) General offices or insurers which sell marine,

aviation, automobile, property, liability insurance,
etc.
By % Composite offices selling both life assurance and

general insurance. g

In addition to this classification insurance companies can also

be grouped according to their legal form of ownership into:

.i) Capital stock companies
11) Mutual insurance companies
2i1) Lloyd's associations
a) | Stock Companies:

A stock life assurance company is one that is
organized for the purpose of making a profit.126 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 pafl
losses and operating expenses, buﬁ a profit ﬁill also be

\'V returned to the shareholders. In addition, they will_provide
a surplus fund that will serve as a guarantee to’the policy-
holders thatbtheir contracts will be fulfilled. The majority

of companies writing life assurance are stock companies.

126

127' Vaughan, Op Cit pp 68

‘. Huebner, Op Cit pp 570
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Mutual Assurance Companies:

Huebner defines a mutual assurance company as

one where the policyholders "theoretically own the

company and control the management".128 Since in

practice, policyowners are many, widely scattered

geographically, have little intercommunication, each

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

know ér 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

éssufance for the members. A typical mutual company

is charaéterised by its lack of capital stock, and

the distribution gf earnings. After paying all

losses and operating expenses; any money left over

is returned to the'policyholdérs in the form of

dividends. Members of a mutual coméany assume their

liability collectively. This type of organization

is quite popular in the U.S. where it writes over one-
> ' Jpay iy '

half of all life assurance premiums,

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.

Ibid ¥
Vaughan, Op Cit 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, ins;ead, the members of the-aséociation
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 occurs

" 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 policy, 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

: i 131 £ "
and property lines. :

UNDERWRITING LIFE ASSURANCE

The proposer (assured-to-be) is under an obligation in
1ife 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 ﬂegin 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 probosal form, the
medical examination, and the agent's report - the last two
serving the basic purpose of dountercheckiné or corroborating
the information given in the propoSallform. The company,
upon rece%pt of this information,‘sélects and classifies the
‘fisk.

THE PROPOSAL FORM

Duly filled, the proposal form constitutes the offer or
application for assurance.132 T iae 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.

They include:
1) The name,'residence, occupation, date of birth, agé;

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

proposer;

~i1) The descfiption 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;

Dinsdale, Op Cit pp 118-122
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V) Whether a proposal has been declined or accepted at
an extra premium;
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
égamination includes "heighf and_weighf, pulse and blood pressure
readings, chest and abdomen measuremenés, condition of the heart,
lungs, nérvous system, and urinalysis."134 - If policies with
large face amdunts are sought, more detailed examinations

involving such aspects as chest X-ray, and electrocardiograms

are used, and a gecond medical examination may be insisted .

133
on.

The back of most proposal forms includes certain questions

-about the risk that the agent must answer giving his opinion

of the risk.

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

Selection is done by the assurer's underwriting depart-

ment whose basic functions are:

1)

i1)

To secure a safe distribution of risks, and

To secure a profitable distribution of riskst136

These functions are performed by guarding against adverse

selection, securing proper volumes of risk, spreading the

risk

a)

b)

and going for favourable selection.

Adverse Selection:
People are made in such a way that the worst risks

are the most likely to seek assurance.137 Also,

individuals naturally seek the most favoﬁrable 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
ﬁoorést in their class; and these poor assureds will
often choose the benefits most favourable to them if
given a choice. The’underwriting department must over;

come the effect of adverse selection by a careful selection

of the be%ter assureds and careful drafting of assurance

contracts.

Volume of Risk:

Since assurance is based on the law of 1argé numbers,
its successful conduct calls for the assurer to obtain an
adequate volume of business in order to produce dependable
avérage résults. The underwriting department has to work
with the productipn (marketing) department towards this

end. Some underwriters may overlook the danger of adverse

Mowbray, 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 bobming 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 excessive amounts at risk on a ;ingle hazard. To
achieve this involves the determination of the largest
net amount the assurer will assume on any single exposure,
that is, the net 1ine.139 The aggregate amount that will
be taken in one group of exposures subject to a single
hazard has to be determined also. This whole process
means that the assurer is sprez. the risk - the
sroverbial 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."léo Some life
assurance companies writing only standard risks, for.
instance, may limit their writing as far as possiblé‘to
certain forms of the policy because the mortaliéy 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 form of rate books, manuals,

Ibid
Ibid
Ibid
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circulars and correspondence. These instruétions 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.l41 In
case: t£he ‘risk EEnot Wholly unaccéptable but may safely be
taken on some other basis than that appliéd for, ‘a policy on
such a plan may be offered. In such circumstances, it is
necessary to send with the policy an :m:~ ment to the proposal,
to be signed and retufned by tﬁe propases,
REASSURANCE

In order to satisfy its field agents and représentatives

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,
{ : b B

it may safely do so by reassurin: ' 2 excess risk. Although
the primary purposé of reassurance iz 7 avoid too large a
concentration of risk on one exposure, it may also be used to
take advantage of the underwriting ability of the reassurer, to
transfer all or certain classes of substandard business, to

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

stabilize the overall mortality experience of the ceding company,

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

writing matters, rates and forms.

Ibid
Ibid
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Reassurance arrangements exist in various forms. They
can be classified either on the basis of whether the reassurer
is bound to accept the reassurance offered under the arrange—

; i 143 y ;
ment (facultative or automatic), or on the basis on which
the losses are to be distributed between the reassurer and

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

Facultative Reassurance:

Under this arrangement, each risk is underwritten by the
reassurer separately at the time it is incurred. When the
assurer.receives an application for a policy for an amount
above its net 1ige (retention), it negotiates with the
reassurér for the transfer of the amount over and above its
retention. Copies of the proposal forms, medical reports,

etc., are seﬁt 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.
Al

Automatic Reassurance:

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 feassurer binds itself
to accept such éessions. The treaty gsually 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 completeiy, that is, only those losses in excess of

a specified amount and up to a predetermined limit are met

Huebner, Op Cit pp 465 -
Mowbray, Op Cit pp 470-2
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by the reassurer.

Quota share OT 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 mus t
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 resourcés.

Catastrophe reassurance:

This arrangement is designed to protect the

agsurance company if its aggregate losses (all assured

losses less reassurance recoveries of other sorts)

caused by a single peril exceed a sEecified amount .
The reassurer is. then liable up to a certain amount
Specified'in the contracte. This arrangement permits
the éssurer 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 aim is to permit the assurer to "urite a maximurmd

amount of insurance, and at the same time to protect

it from 1oss due to coﬂcentration of amounts of

’ 145
insurance exposed to single occurrences' .

LOSS SETTLEMENT

The policy willuusually state three things in connection

with payment of the policy proceeds:
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1) When the payment must be made;
115 To whom the payment must be made; and
iii) The sum'to‘be paid.146
a) Time of payment:

The life aésurance policyvusually states -that the
assurance company will pay the policy proceeds upon the
satisfactory proof of:

i) The happening of the event or events on which the

sum assured is to become payable;

ii) The title of the person making the claim; and
13.1) The correctness of the date of birth of the life
assured.
b) Person to receive the payment:

: Depending on the type of policy and the circumstances
surrounding each case, the policy proceeds may be made to
one of a number of personms.

i) The assured will receive the payment under an
endowment policy upon his reaching the age stated

i the policy. Also, in cases where the assured

hd’s taken out a policy on the life of another person,

it is the assured who is entitled to the sum

i . assured.147
i) The assured's personal representati@es are entitled
to the sum assured upon the dé;th of the assured.
iii)  In cases where the name of the beneficiary is

stated in the poficy, the policy proceeds will be

paid to the said beneficiary.

Ivamy, E. R, H. Ceneral Principles of‘Insurance.Law, London,
147‘ 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.

c) 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

; 148
of payment will also be outlined.

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-—

‘ ; 149
ment supervision as life and health insurance'. The reasons

for this become obvious when one considers the nature of the

assurance contract and its relationship 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 distinguish life
assurance from other insurances will be pointed out as
and when they arise.

RATIONALE FOR GOVERNMENT REGULATION OF INSURANCE
Many reasons have been advanced to explain the regulation

of insurance.150 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
Solvency:

The most important goal of insurance regulation is 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 in 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 critical by the fact
that life assurance companies, for example, are responsible for
sizeable amounts of consumers' savings. This arrangement
resembles that relationship between bank and depositor.

Solvency 1is therefore important because untold miseries 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

in 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

The insured cannot evaluate its worth before it is too

4
e -“after the loss has occurred. This imbalance has

commodity.

late to argu

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

important determinant of price. Unfortunately, in insurance,

prices must be set before costs are fully known. The life

Dorfman, Op Cit pp 366
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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
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.

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 in most insurance

activities in many countries. Examples of these activities

include licensingof insurers, investment activities, legal

reserves and surplus, regular audits, and rate regulation

’

among many others.
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Licensing Companies:

The power to license insurance companies (or revoke
those licences) gives the regulatory body a lot of control
over the insurance industry. i Before an insurance
company is licensed to conduct business in any country, it
is presumed that it would have satisfied that country's

requirements as regards solvency and soundness of methods

of operations.

Investments:

Because bad inveétments will jeopardize insurer
solvency, and also because of the desire by most governments
to utilize part of the enormous funds mobilized by insurance
in some state ventures, strict limitations may be imposed
on the investments an insurer is free to make. Life offices,

for instance, are not normally allowed to make risky

investments.

Legal Reserves:

In a bid to promote insurer solvency, regulations may
seek to provide financial "cushions" or reserves beyond the
Ed
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.
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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 sstrict in life
assurance.154 The government may only require
that companies do not engage in priece diserimina=
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

£ 4

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

by courts when disputes arise'.

Ibid
Dorfman, Op Cit pp 381
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CHAPTER 3

RESEARCH METHODS

Sk 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.

il vl 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 iﬁitiated by
reviewing this literature. The following headings were
delineated for locating relevant material:-

The functions and importance of life assurance
Types of life assurances

Policies and innovations in life assurance
Marketing life assurance

Underwriting life assurance

Life assurance proposal forms

Reassurance

Settling life assurance claims

Covernment's regulation of life assurance

Participants in life assurance.
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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 the
Central Bureau of Statistics and the Registrar General's
Office. This was used in the sampling of respondents.
PRIMARY DATA 5

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.

THE POPULATION

Being a survey of life assurance practices in 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 life 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,

SAMPLE DESIGN

" based on owners

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 insuraﬁce companies must incorporate

locally with at least % of the equity owned by Kenyan

citizens. A search through insurance companies' files

at the Registrar General's Office revealed that life
assurance companies, as is the case with all other insurance

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

their equity held by Kenya citizens, or foreign with the

Ed

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,

hip, were identified namely, Kenyan,

British,156 Tndian and American,

two companies = one

For ease of categorisation, : :
i her in South Africa -

incorporated in France and anotl
were included in British companies.
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Annual premium income 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 Genmeral'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 companies 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 comﬁanies that were

surveyed in this study.

QUESTIONNAIRE PREPARATION AND INTERVIEW

The researcher opted to use both questionnaire and

w methods because of the following reasons:=

1 The questionnaire could get to some insurance

intervie

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
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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 in most
companies sampled, the questionnaire was circulated

to the various heads of departments who dulj 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
ctions were used to collect data as follows:-

five se

Section 1 = data on policies and other

services offered by life

assurance companies to clients.

Section 2 - data on the marketing of life

assurance
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Section 3 - data on the underwriting of life assurance
Section 4 - data on 1pss settlement
‘ Section 5 - data on reassurance
The questionnaire consisted of both closed - and open-
ended questions. Spaces for any informative responses frém
the respondents were also provided.

PRIMARY DATA COLLECTION PROCESS

life executive who th

The nine life assurance companies were contacted initially
by telephone. The reseafch was explained to the receptionists
who, at their discretion, put the researcher through to
relevant executives — invariably in thé 1ifé department.

After fully explaining the purpose of the project, and what it
covered, on telephone, the researcher delivered the questionnaire
to the life execﬁtive and made an apfointment for a subsequent
personal interﬁiew. 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 covéring letter (see Appendix 1) was attached request-
ing the respondent to participate in the survey. It was
those questionnaires that were left with

attached only to

receptionists or secretaries for subsequent forwarding to the

e 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 Tathie Department,
one Assistant Branch Manager, one Marketing Manager, one
Technical Manager and three Assistant Executives in life
departments, Each execﬁtive requested for a copy of the

tusearch findings.
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CHAPTER 4

DATA ANALYSIS AND PRESENTATION OF FINDINGS

DATA ANALYSIS

The primary data in this study is summarized and
presented by use of tables. Whereas percentagés or
proportions are utilised in most of the tables, in some,
the findings are rank-ordered. This being an exploratory
study, no attempt has been made at drawing statistical
ijnferences .from the findings. Statistical validity will,
however, be necessary in studies that may be cenducted
following the recommendations of this study.

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 secopdary
da#a collected in the course of this study, and they are
highlighted in the discussion in Chapter 5. Présented in

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

4

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 their clients; the marketing

of life assurance; underwriti s life assurance; loss

settlement; and genmeral considerations.

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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Assurances Offered

Each of the respondents offered two or more of the
various forms of life assurance available 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%Z (7) of the respondents transacted
group life assurance, 88.9% (8) transacted annuities and
endowments, 77.8% (7) handled credit life assurance, and
only 11 172 (1) wiethe responaent companies handled industrial
life assurance., 'In additiom, 66,77 (6) of the respondents

handled pensions although pension schemes are not a pure

form of life assurance.

TABLE 1: TYPES OF ASSURANCES OFFERED BY RESPONDENTS TO THEIR

as premium-earners (See Table o

CLIENTS
Number of Proportion of
Type of Assurance Companies | Chnbin g
Group Life 7 77 .87
Individual Life 2 100.0%
Industrial Life i 17
Credit Life e 17 .82
‘Annuities & Endowments 8 88.97
Pensions 6 65577
N=29

)
Upon ranking these forms of agsurance 1n their importance

55.67 (%) respondents

reported that individual 1ife was their chief line, 22.27 (2)
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reported that group life was their major premium-earner, 11.17% (1)

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

considered pensions as their major line,

Credit life and

annuities and endowments were neither ranked first nor second by

any of the respondents.

TABLE 2: PREMIUM IMPORTANCE OF THE ASSURANCES FOR THE

RESPONDENT COMPANIES

No. of times ool tiﬁes No. of times
(and per- (and per- (and per-
Type of centage) centage) centage)
Assurance ranked as ranked as ranked as
' lst tinl 2nd in 3rd in
importance importance importance
Group Life 9w 0D 2K oo I b e [
Individual Life| 5 - 55.6% Bivei 38487 =t Sk .7
Industrial Life s 5807 0 - 0 et
Credit Life 0 & 0 ¥ i
Annuities and .
Endowments 0 o 0 i VA L
Pensions o [ D 2227 3= 33. 8%
TOTALS 9 - 100.0% IR LA N
S
Riders

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

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

Pondents reported that they attach the Accidental Benefit rider to

the policies they issue. LA L7 (4) -attach Ehe Additiongl Level Term

rider, 22.2% (2) attach the Additional Income rider, and only 11.17

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

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

"TABLE 4: ADDITIONAL SERVICES OFFE

T £ Rid "Number of Companies Proportion of
IR oy Offering the Rider Companies
Accidental Benefit 8 88.97%
Additional Level Term : 4 ity
Additional Income 2 22027
Guaranteed Insurability L 1l 7
No Rider Offered 1 il a7
N=9

Other Services

Apart from issuing policies and riders to their clients, all

the respondents reported that they provided additional services to

their policyholders. 77.87 of the respondents give short term
L)

policy loans to their clients {gee Table 4¥, “55:6% (5) res~

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

participation in profits, and 88.%? (8) respondents give lnsurance

advice to their clients.
RED BY ASSURERS TO THEIR CLIENTS

Number of Companies Proportion
Service giving therserv1ce gimgziies
PRI e iete
Short-Term Policy Loans 7 77.8%
Mortgage Loans 5 _ 554507
Participation in Profits 8 A 88.97
Insurance Advice 8 A : 88.9%

fe = e A e
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THE MARKETING GF 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 assurance products; methods used to
get new business; competition in life assurance; and
the problems experienced in marketing life assurance.
Pebple involved in selling Life Assurance

Two categories of life assurance companies were
jidentified according to the effort they expended in
the marketing of their products. 22.27 (2) of the
respondents could be termed low profile companies i.e,
they did little or mno marketing at all. One of these
low profile companieé reported that it operatéd 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 pfofile strategy. It transacted new
business but relied exclusively om 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 of aggressiveness, Table

5 shows the various categories used in selling life

assurance.



89

TABLE 5: ' PEOPLE INVOLVED IN THE SELLING OF LIFE ASSURANCE

: b ‘Number of Proportion of
Type of Middlemen Companies Companies
Employees of ' the Company 5 595 07
Dependent Agents 6 66.77%
Independent Agents . o 66.77%
Brokers 8 88.97
None of the Above vl iy B

N=9

All the respondents (88.9%) who reported that they were trans-
acting new business reported that they used brokers in getting
their 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 way was minimal. 66.7% of the respondents indicated that theyl
use captive or dependent agents e, agents who represented them
exclusively - without sending business to other companies. An
equal proportion, 66.72'of the respondents also in ?icated that‘they
use independent agents i.e. agents who could represent more than one
insurance company. Like the business brought in by employees, business
acquired through independent agents was also reported to be minimal.
Comﬁensation through commissions is the most popular method used
in remunerating the sales force. It is utilised by all the respondents
(88.9%) who write new business. Salary and salafy—plus—commissions

are not used by any of the resriudents as shown by Table 6.
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TABLE 6: COMPENSATION METHODS USED BY RESPONDENT COMPANIES

Compensation Methods C?mPaéles. Proportl?n ok
BFESL L it S Companies
. Salary 0 0%
. Commissions 8 88.97
. Salary and Commission 0 07
. None of the above 1 Lo 17
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.
Types of Clients

The respondents were asked to list the vaurious categories of
people who constituted their clientele for th: various lines of
life assurance. Fthher, they were requested to rank these
categories of clients according to their importance in terms of
premium volumes. 44,47 (4) of the respondents did not answer
this. question. 33.37 (3) of the respondents provided the lists
but reported that it was difficult unless broad generalisations
are used, to categorise agd rank these cliemts. However, 22.27%
of the respondents feported that group assurance was mostly

purchased by private organizationg for their employees; individual

.
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iife was purchased by businessmen (and businesswomen),

employees of private firms, teachers, and civil servants;
Credit life was taken by finance houses and banks; and
pepsiong were taken by private organizations and parastatals.
Getting new business and compecition

As Table 7 shows, the majority of the respondents,
77.8% (7), relied on the personal contacts and solicitationms
of their agents and employees with prospective clients in
getting new business. The companies that also advertised
in newspapers, magazines, journals and trade papers made up
44,47 (4) of the respondents. 22,2% of the respondents
reported that they used such techniques as distributing
printed T=ShdirEsy handkefchiefs, and car-stickers in their
adver?ising effort. 1 respondent (11.17) reportéd that it

TABLE 7: METHODS OF GETTING NEW BUSINESS

Method Number of | Proportion of
Companies Companies

1. Sponsoring programmes
on TV and/oy radio i Ll

2. Advertising in news-
papers, magazines,
journals, etc. 4 YNy

3. Primbpimecagd: distrlbutes
ing T-Shirts, handker-
chiefs, car-stickers

etc, 2 RS
4., Personal solicitations

of agents and employees 7 79587
5. Relying exclusively on

brokers , : i 1L L
6. Other methods it el 7
7. None of the above il e
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had been spongoring programmes in the mass media (radio), but this
had been stopped by the time this study was conducted, An equal
proportion of respondents (ll.lZ) reéported . that it relied
exclusively on brokers without using any other supplementary
methods, except on employees who brought in some miniﬁal business,
to get new business.

11.1%Z 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 postérs advertising the company's
products. Finally, 11.1%7 (1) of the respondents reported that
it did not use any method to get new business, that is, it operated
a closed fund.

77.82 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 compétition in marketing life
assurance because it operated a closed fund. The remaining
respondents (11.17) did not find competition stiff at all (See

»

TaBle 8.

TABLE 8: ATTITUDES ON COMPETITION IN LIFE ASSURANCE MARKETING

0 Number of Proportion of
CRiior Companies . Companies
. Competition is stiff ! J 11487
. Competition is not stiff 1l L5 7
. There is no competition i n L1

TOTALS ' 9 : 100.0Z
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Whereas no reason was given by the respondents (11.17%) who did

not find competition 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 shown in Table 9, 33.3% of the

TABLE 9: LIFE ASSURANCE INDUSTRY LEADERS
No. of No. of No. of
Companies Companies Companies
Company and 7, and 7, and 7,
giving it giving it giving it
lst rank 2nd rank 3rd rank
~GI I ean ﬁifg Insu.ance
Compe.., 4 =i 8487 4 v 20272000 -
Kenya National Assurance
Company it D90 ke . 50 -
Kenindia Assurance Co. 0 - 0 - B 0809
Insurance Company of
East Africa 0 - 0 - P00 ) T
Jubilee Insurance Co. 0 " Q. - B P [
Pan Africa Insurance Co. 0 e Rt e [ L Bl -
No responses Jime B85 3% M B GAR L Y - 38089
TOTALS D= 0007 Y= 10007 9 = 00RO

TYespondents did not give any answer upon being asked to indicate which

Companies occupied the three top positions in the Iife assurance industry.

4werican Life Insurance Company (ALICO) was ranked 1st by 44.4% of the

Tespondents.

22,27 ‘ranked 1t 2nd and none ranked FEFSrd.

Kenya National

Assurance Company was ranked by 22.2% and 33.37 of the respondents as lst
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and 2nd respectively, None ranked dt A3 03k 007
137 of the respondents ranked Kenindia, Insurance Company of
East Africa and Jubilee respectively as 3rd, and 11.1% of the
respondents put Pan Africa Insurance Company in 2nd position,

A number of reasons were given for these ranklngs However, no

" two respondents agreed on any one of these reasons.

Problems in the Marketing of Life Assurance

Except for the respondents who reported that they have
adopted a low profile in the marketing of their products (22.22),
all the other respondents (77.87) reported that they experienced
some problems in marketing their products, 66,77 reported that
their problems are related to the ignorance of the general
public about what 1ife assurance was (See Table 10),

TABLE 10: PROBLEMS EXPERIENCED IN MARKETING ASSURANCE

Prsky Number of Proportion of
okt Companies Companies
+ Problems connected to
the ignorance of the
public about 1life
assurance 6 66.77%
Lack of committed »
agents 2 ; 22407
. Problems in collect-
ing premiums 2 : e
. No problems
©  eXxperienced 2 22527
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22.27% reported that their problem was lack of agents
committed to the company. Companies with this problem were
small companies as per the categorisation of assurance
companiés on the basis of premium volume atxthe 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 thé same in instances where the
check-off; or salary-stop~order, system was used, especially
where the remitters were big organizations with hundreds of
their employees as clients of the assurer in question.
UNDERWRITING LIFE ASSURANCE '

Presented in this section are the findings of this study
as regards: the information sought by the assurance company
;bout the proposer; the factors that detevmine the premiums
chargéd; the provisions of the policies i~sued and the factors
that make policyholders to surrender thei: policies or allow
them to lapse; and reassurance arrangemen’s.used by respondents.
Information Sought about the Proposer

On being asked about what kind of irformation they sought
to know about a proposer before being in = position to assess
the risk, 11.1% of the respondents neither gave an answer nor
provided a specimen proposal form; an equal proportion, X117,
did not provide a specimen proposal form but reported that the
information sought included details of the life to be assured,
details of the policy required, occupation and habits of the
proposed life assured, the medical history (both personal
and family) of the life to be assured, and his previous

.

assurance history.
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As shown by Table 11y 717487 0f 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 QUESTION ABOUT INFORMATION SOUGHT BY
RESPONDENTS ABOUT PROPOSERS

: Number of ;
Response ; Proportion
Companies

. Neither answered nor

gave specimen proposal ;

forms : 1 Vi O
- Answered but gave no

specimen proposal f

forms 1 12547
- Gave specimen proposal

forms but did not give

an answer 7 1158Y,

TOTALS 9 100.0%

similar and covered such areas as: the personal defails of the
Proposed life assured, the details of the policy mequired, the
Previous assurance history of the proposer, whethexr the assured
intended to engage in such hazardous activities as aviation, the
Proposer's family's medical history, the habits of the proposer,
his usual medical attendant, the height and weight of the proposer
and whether he was in good health, and the declaration that the
 answers provided would form tﬁe basis of thé assurance., 28,69 (2
of the specimen policieé received also included a section to be
filled by feﬁale proposers. This section sought to get information‘

Concerning health factors that are peculiar to women.
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In addition to the answers solicited by the proposal form

the respondents who provided specimens of their proposal forms

Teported that a medical examination of the proposer by a recognised

medical doctor was insisted upon if the sum assured requested
exceeded a specified amount., This amount varied with the assurance
company. :
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
Number of .
Factor Companies Proportion
« Occupation : < 100.0%7
Medical History 9 100.0%
« Type of Cover (Policy)

wanted 9 100.0%

. Past Assurance History 9 100.0%
. Hobbies and Interests 9 100.0%
.. Weight : 9 100,07
. Height 9 100,07
% Residence 1 L

N =49

they charged was already predetermined on the besie of age and sex,
The informa*ieon gathered about the proposer was used.to.establish
whe'!~r the risk was standard, and therefere cccepted at the basic
rata. < substandard and therefore accepted at a loaded premium,

Or pgstponed, or declined.
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The féctors 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 presentgd in Table 12,

All (100%Z) respondents reported that the proposer's
occupation, medical hiétory, past assurance history; hobbieé
and interests, weight, and height, and the type of policy
wanted will be used in loading or rejecting the risk. 11.1%
of the respondents also included the propoger's residence
among the factors used in loading the premium.

Provisions of the policies issued

66.6% (6) of the respondents provided specimens of the
policies they issued for individual life assurance. 11.1%
provided specimens of the policies they issued for group life.
No specimen policies were provided for industrial 1ife or
annuities as is shown by Table 13.

TABLE 13: SPECIMENS OF POLICIES PROVIDED BY RESPONDENTS

5 Number of .
Line of ASfurance oL e Proportion
. Individual Life 6 ] 66.7%
. Group Life 1 11,17
o - Industrial Life _ 0 07%
. Annuities and Endowments 0 07
N=29

The specimen policies of individual life were fairly similar
in their provisions. This was in line with the literature on
policy provisions." An analysis of the specimen 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, in addition, tables of the non-
férfeiture valﬁes (cash values) that are due to the policyholder
should he surrender the policy at any one time.
Factors inflﬁencing the surreﬁder‘or lapsing of policies

In giving some of the major reasons that made policyholders to
surrender their policies or allow them to lapse, 77.8% (7) of the
respondents reported that one of the major reasons was 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, (Seé
Table 14).

TABLE 14: MAJOR REASONS CAUSING SURRENDERS AND LAPSING OF POLICIES

Number of :
Reason ; Proportion
Companies
1. After effecting the policy, the assured
finds that he cannot afford the premium
payments 7 TN
2. Lack of proper explanation to the
policyholder by the agent when the
policy was sold initially 6 66.77
3. Dissatisfaction by the policyholder
with the benefits offered by the
assurance company 0 07
4, Dissastisfaction by the policyholder
with the way the company services . :
the policy 0 07
5. Other reasons 4 bb 47

N=29

66.7% reported that another reason causing lapses and surrenders of

.

policies was lack of proper explanation to the policyholder by the

agent when the policy was initially effected.
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Diésatisfacfion of the policyholder with the benefits
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. 44.47% of the respondents reported that other rea-
sons also made policies to be surrendered or lapsed. The
other reasons identified by the respondents included:-

1 Unforeseen problems that cropped up later, requiring
the policyholder to have money.
1.1 In times of high inflation, policyholders are
tempted to cash their policies for present use rather
than wait for what will be little at maturity.
% b Life assurance, like other types of insurance, is
based on promises about the future, without immediate
tangibie results., Impatient policyholders will not
wait for this "hazy future" but will cash in their
policies for immediate use instead.
Reassurance arrangements used by respondents
As shown by Table 15.A., all respondents, except 11.1%,
reported that t;ey used either facultative or automatic reassurance
or both., 55.67% reported that they used facultative reassurance
only and 11.17 used automatic reassurance only. 22,27 used both
facultativ. ~nd automatic arrangements. 11.1% reported that

they did not use any reassurance method because they operated a

closed fund.
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Of thé specific types of reassurance agreements, 33.3%
of the respondents reported that they'used Quota-share
reassurance, 66.77 used Surplus-treaty, none used Excess-loss,
11.17 used other methods and 11.17 did not use any
reassurance at all.

TABLE 15: REASSURANCE ARRANGEMENTS USED BY RESPONDENTS

A:
Type of Reassurance Number.of Proportion
Companies
. Facultative Reassurance Only 5) ¢ 55 .67
Automatic Reassurance Only 1 R 7
¥ . Both Facultative and Automatic 2 22, 2%
. No Reassurance needed 1 16
TOTALS 9 100.0%
B
Specific type of Reassurance 2umber'of Prennrtiot
ompanies
. Quota-Share # 3 39,40
; ‘Surplus-Treaty : 6 66.7%
. Excess-Loss 0 : 07
. Other 1 11.17
. None 1 i G40
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Some respondents, 22.2%,‘used more than one specific reassurance
arrangement. The "other" specific type gf reassurance reported to be
used by 11.17 of the respondents was Catastrophe reassurance (See
Table 15B).

As regards the markets on which the respondents placed their
reassurance business, 11.17 reported that they did not place any reassua-
rance business on any market at all (See Table 16 88.97% reported that
they were required by law to place ZSZ'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, 55.67 of the respondents reported that they‘placed
the bulk of their reassurance business on the London market, 33.37 placed
some on the Zurich market, 22.2% placed some on the Bermuda market and an
€qual proportion, 22.2% placed some re;ssurance business on the Munich
market. 11.1% of the respondents reported that they also placed reassua-
Tance business on the Wilmington (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

F§Tﬁ¥ Number of i
Mgrket Botind Proportion

+ Nairobi (Kenya Re and Africa Re) 8 88.9Y%

« London 5 S

» Zurich, Switzerland 3 39,57

« Bermuda , ) 22T

+ Munich, West Germany 2 L2k

+ Wilmington, U.S.A. 1 5 e Bl

+ No reassurance placed on any market 1 055 1.7
e
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LOSS SETTLEMENT

Aspects of loss settlement investigated in thi. study,
findings about which are presented in this section, iaclude:
conditions that must be fulfilled by a policyholder or hiax
representatives before and after a claim has been lodged;
proportion of claims honoured; taken for arbitration; or
repudiated by the respondents in any one year; and the

problems experienced by the respondents in loss-settlement.

Conditions to be fulfilled by the pelicyholder or his

representatives

Before a claim could be honoured, séveral conditions

must be fulfilled by the claimant. These 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 notified, within
a specified time, of the occurrence of the loss.

TABLE 17: CONDITIONS TO BE FULFILLED BY CLAIMANTS

Number of :
: Proportion
Companies
. ‘Notification of thefloss 7 787
< Procfi tofitiiogs 8 88.97
Proof of title of claimant 8 88.9%
Admission of age 5 855567
s Productionvof policy :
document ! o 66.77%
. Respondents who did not
provide- any answer about
conditions ( ey & 07
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88.9% of the respondents (i.e. all the respondents who
provided-an ;nswer for the question seeking this information)
reported that they also required proof of loss and the title of
vthe claimant, 55.67 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
issue. 11.17 cof the respondents did not provide any answers
on this issue.

Proportion of claims honoured, repudiated, or taken for

arbitration

As Table 18 shows, 11.1% of the respondents reported that
thew Tiive 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 REPUDTATED
BY RESPONDENTS IN ANY ONE YEAR

Action Eumhe?.Of Proportion
opnantLes
L0 07 4 44,47
1. Honoured “#, More than 997 but
less than 100% 3 339
. Between 98-997 1 Nt 7
. None (0%) , 7 785 87
2, Arbitration . Lessithan 7 il il
. Between 1-27 9] 0%
. None (0%) 4 Nelanay
2. Repudiated ¥ Less than 7 4 NN
. Between 1-27% (0] 0%
4, No claims so
2 1 T : 1107
far ;
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reported that since they started operations, they have honoured
all of the claims lodged. 33.37 reported that on the average,
.they honoured more than 997 of the claims lodged, and 11.17%
reported that they had honoured between 98 - 997 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 claimé lodged, for arbitration.

44 47 reported that they have 'so far not repudiated any claim,
and an equal proportion, 44.47%, reported that they repudiated
less than 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
réasons‘behind thelr dection:

i) % Lack of "t La 0 tbé claimant
~ii)  Concealment and misrepresentation of m;terial facts by the
assured l

bty Lack of knowledge of the benefits of the contract by the

claimant

K4

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
44,47 of the respondents, no one reason was given by more than

one respondent.
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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 195

TABLE 19: PROBLEMS IN LOSS—SETTLEMENT FACING RESPONDENTS

Problem gumber.of Proportion
ompanies

. Delays by administrators of

assured's estate 4 4t 47
. Delays by the Exchange Control

Department for Settlement iof ;

claims outside Kenya : 1 119
. Disputes among legal represen-

tatives of the policyholders

(intestate deaths) 4 44 47
. Failure of assured to inform

their next-of-kin about

existence of policy 2: 9907
. No problem experienced 1 iz

N=9

It was reported by 44.47 of the respomdents that some of
the problems th£§ experienced in loss-settlement were caused by
delays in fulfilling the conditions necessary in loss-
settlement by the administrators of the assured's estate. An
equal proportion, 44.47 reported that disputes among the
repreéentatives of the assured, especially in intestate deaths,
held up the loss-settlement process. 11.1Z reported that the

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.

2258k

of the re%pbndents 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.

GENERAL 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 what can be

done to improve life assurance in this country.

Associations in the industry

In answering what life assurance associations the respondent

- companies, or their officers, belonged to, 1007 of the respondents

reported that they were members of the Life Offices Association.

11.17 élso reported that they belonged to the Life Registry

Association, and 22.27 reported that they were also members of

the Council of Kenya Insurers (COKI), as showm by Table 20.

Other

than stating that the associations cater for the welfare afi, tand

act as the spokesmen for their members, no respondent disclosed

- " .
the functions of these associlations.

TABLE 20: ASSOCIATIONS IN THE LIFE ASSURANCE INDUSTRY

Number of Companies

Association Mentioning It Proportion
Life Offices Association 9 100.0%
Life Registry Association 115407
Council of Kenya Insurers 2 2y

N

]
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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

Number
Training of Proportion
\ Companieg

. Chartered Insurance Institute

Courses (ACII & FCII) ; 9 100.07
. KASNEB. - organized CPA and

CPS courses 4 VNN
_« Insurance Courses organized

by ITEB 6 66.7%
. Life Offices Management

Association (LOMA) : i g

|

N=9
1007 of the respondents reported that they encouraéed
gheir employees to‘pursue the Associateship (ACII) and Fellow-
ship (FCII) professional training that are offered by the
British Chartered Insurance Institute. 66.7% of the respondents
involved their employees in shorf insurance training programmes
run by the Insurance Training and Education Board (ITEB). 4&4.4%

reported that they encouraged their en:ployees, especially those

who are not in technical departments I'ike underwriting, to pursue

the CPA and CPS professional qualific: iiens that are organized

by KASNEB  11.17% also encouraged theiir employees to pursue the

Ame~jcin LOMA traiming.
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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 IMPROVING LIFE
ASSURANCE BUSINESS IN KENYA

: Number of
Suggestion R :
&8 Coa e Proportion

. Promote public awareness about

the existence, nature, purpose,

and necessity of assurance 8 88.97
. Introduce insurance in schools

and colleges as a subject 3 33,37
. Government to make some lines

of assurance compulsory as in

motor vehicle insurance 4 QEikg
. Insurance companies to open

more branches in the rural

areas 2 2.2
. Government- and industry-

organized workshops to be held

in rural areas 2 29,09
. Agents to learn all salient

features of the policies

they sell 3 33.3%
. Government to increase the tax-

deductible element in premiums

(insurance rélief) b 29 ‘o9,

N=29
88.9% of the respondents subscribed to the view that the aware-
néss of the public about the existence, nature, purpose and
necessity of life assurance should be increased. 33,37 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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44,47 felt that the Government should make some forms of life
assurance compulsory in the same way as third party risks
insurance in motor vehicle Insurante, 22,29 felt that workshops
;rganized by the Government in conjunction with the 1ife assurance
industry should be held in rural areas to increase insurance
exposure there.

An equal proportion, 22.2%, reported that the Government
should increase the tax-deductible element in premiums (insurance
relief in income tax) in order to motivate more people to purchase
life assurance. 22.2% also felt that insurance companies should be
encouraged to open more branches throughout the country to increase
public awareness on insurance. Finally, 33.3% were of the opinion
that agents should learn and thoroughly grasp the salient features

of the policies they sold in order to ensure that they did not

misadvise policyholders.

CONCLUSTION

The foregoing findings have brought to ligl* a number of issues
about life assurance practices, as applied by tiie selected
respondents, in Kenya. In some specific areas, rhese findings tie
in with the literature available on the area im question. In other
areas, how;ver, interesting deviations from the literature were

reported. Both aspects are discussed in the nc:xt Chapter i.e.

Chapter 5,
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CHAPTER 5
CONCLUSTION

Being the final chapter, this chapter summarizes and discusses
the findings of this study in accordance with the questions raised
in the statement of the problem of this study. Alsp highlighted
in this chapter are the limitations of the study and recommendations
for further research.

SUMMARY AND DISCUSSION

Five subquestions were raised in the problem being investigated
in this study. These subquestions sought to identify what constitutes
the life assurance industry in Kenya, ﬁhat services are offered by
the industry to clients how these services ar sted, what un-
resolved problem areas exist in the industry and what can be done

about them, and what role the Government has played in 1life assurance

T 3
~
Jebeo C@ERTA

THE LIFE ASSURANCE INDUSTRY IN KENYA
The Yafe assurance industry in Kenya is currently made up of

157 directly writing '’ » assurance; hundreds

19 insurance companics
of agents, the majority of whcm are dependent (captive) agents;
about 26 brokerslsg,’tWO reassurance firms; ar ' the Life Offices
Association.

There is no pure 1ife office - one writing life assurance
only - in Kenya today. Even traditional life companies like Alico

and British-American are also involved in genoral business. Except

for only one, all companies writing life assurance are joint stock

As per available records at the P.gistrar Gencral's Office
See Khamala J. N., The Oric’. and Growth of !fodern Insurance

o Kenya Op Cit ppille?
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companies. Two of them, Pan Africa Insurance and Jubilee are
public companies whose s£ock is quoted on the Nairobi Stock
Exchahge. The remaining 16 companies writing life assurance
are private companies with varied origins and ownership. 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
firms, i.e, the majority of their shares are held by Kenyan
citizens.

The rest of the cgmpanies are subsidiaries of foreign
companies (American, British, 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.

01d Mutual is the only company in the industry that is not
a joint-stock company. It is a mutual company that is a sub-
sidiary of a company incorporated in South Africa.159 Together
e E o% Kenya, théy are the only companies in the industry
that do not transact new business, instead, they operate "closed
funds",

The majority of the agents in the industry arg dependent
(captive) agents i.e. those exclusively representing one insurance
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 some percentages of the

premiums paid on policies they helped to effect.

159, See Finance, March 1985, pp 35
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The industry also consists of about 26 brokerage firms,

A J ; 160
the majority of which are local companies. However the

bulk of the assurance business (especially big.accounts as
group policies, pensions, etc.) is handled by such foreign
brokers as the Minet Group, Hogg Robigson, Clarkson'Notcutt,
Sedgwick, etc. Brokerage business involves stiff competition,
Because of this, the number of firms in business kéeps

fluctuating over time - with some dropping out and others Lot

Unlike agents who are representatives of insurance companies,

brokers are, ideally, representatives of the assureds. They
solicit business from prospective assureds and place it with
tﬂé assurance company offering the best terms’to,the assured,
There are, however, brokers who also represent only one
company or a few. Brokers are paid in commissions that tﬁey
usually deduct from premiums collected before remitting the
balance to the insurance company.

Two reinsurance firms operate in the 1ife assurance
industry in Kenya - Kenya Reinsurance Corpor:tion (Kenya Re)
and Africa Reinsurance Corporation (Afriéa ¥4). Kenya Re
receives a mandatory 25 per cent of all rea: surance business
from direct writi;g companies (insurers), / ‘rica Re, following
the agreement signed by member states of O. Ui to set it 'up,
receives a mandatory cession of 5 per cent & all reassurance
business. Although headquartered in Lagos, Nigeria, Africa Re
has a régional office in Nairobi. 1In prac!ice, the government-
owned Kenya Re receives 30 per.cent of the business, retains

its share and remits the said 5 per cent tu Africa Re,

See Khamala, 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 Ceneral M & G)
in London, Swiss Re in Zurich, and Munich Re in West Gerﬁany are
the foreign reassurance compaﬁies that handle most of the Kenyan
Cessions. Even Kenya Re retrocedes some business to them. Other
foreign companies handling Kenyan reassurance business are domiciled
in Bermuda, Wilmington (U.S.A.) and India.

The association that now groups all life assurers together is
the Life Offices Association fhat.was registered in July 1973, 1Its
forerunner was the Life Office Liaison Committee of East Africa that
was set up on 24th July 1959 but got deregistered on 23rd February,
1973, to give way to the Life Offices Association of East Africa
(LOAEA). LOAEA originally had 8 companies in its membership -
American Life Insurance, Commercial Union Assurance, Crusader Insurance
Company, Guardian Assuraﬂce, Legal and General Assurance Society,
Nerwich Union Life Insurance Coﬁpany, Pe;rl Assurance, Prudentiai
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,

B d

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 association having similar
objects and to act as a channel of
communication between its members
and Government of any part of East

Afirica;
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It runs the Life Offices Registry of East Africa which
compiles data extremely useful to assurance companies, For instance,
every member is supposed to file with the Registry information about
all proposals for life assurance that it gets, whether accepted, post-
poned or declined. When enquiring about the proposer's past :
assurance history, most insurance companies- ask whether the proposer
has ever made any proposal for 1ife assurance to any company, and
whether it was accepted on normal tgrms. If co,, 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 is 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.
SERVICES OFFERED BY THE INDUSTRY TO CLIENTS

The biggest mission of the life assurance industry in any country
is the provision of assurance cover (protectionz toidts clients.
Currently oniy one company in Kenya = British-Am¢ ‘ican Insurance -
writes industrial life assurance. Co-operative Insurance Services
offers only group life assurance, but it is not the only company
offering this line. The rest of the cémpanies write one or more of the
various iines of assurance available in the world today. 1In combination,
therefore, the Kenyan life assurance industry offers the whole range of
life assurance covers to clients i.e. group life, individual Life
industrial life, credit life, annuities, endowme:uts and pension schemes,

These covers are offered by the various comganies in many term

and whole 1ife versions. The particular policies issued by the insurance

i i iffering from one company to another.
Companies go under various names di g
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For example, oﬁe type of whole life policy has been called the
"Optima" by one company, the "Family Protector" by another and
the "Family Income Egrner" by yet another company., Exotic
names aside, it is the cover provided that is important, This
coyer is fairly similar, save for the riders attached as pointed
out by 88,97 of the respondents surveyed in 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 information are the proposal form, thé
medical report, and the agents report, as per the literature on this
issue. The findings of this study differ slightly with this con-
tention. Out of the 7 specimen proposals received from respondents
(who constituted 77.87 of the total sample), only one had a provision
for the agent's assessment. This, although not conclusive, implies
that tﬁe majority of the Kenyan assurers use onl, the proposal form
and the medical report to solicit information 2! ut the proposer.

The specimen proposal forms received were # :irly similar and
tied in with the literature. The only differenc~ with the literature
was the section about female proposers that was included in 28.6% of

"

’
the specimen proposals received. A typical "fernle" section reads:

In The Case of Female LivesOnly:

i) Are your monthly periods regular and natural? ............
113 Have you ever suffered from any uterine or
ovarian dieplaceMent? v i hs s hii sv vin s 65 0 k0 Siin vinis b nle s b0k
111) How many children have you Dorne? ..k .cedsesosnsenssnnsssss
(Give their present ages)
iv) Were your confirments easy and matural? ...iciieivensrens
v) Have you had any miscarrlacesiice o i Ene st il s
" (Give dates)
vi) Are you pregnant now? If so when is com-

firment eXpeCted? Ce s e v o s e e e e P 4N e P e ee o0 ees 0000 e
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Examples of proposal forms and medical forms used by Kenyan
companies are provided'in Appendix 5 and Appendix 6
_respectively. For purposes of anonymity, the companies' names
have been~6bliterated from these specimen forms.

66.7% of the respondents provided specimen policy forms that
they issue., An analysis of these forms suggests that most
companies in Kenya have one standard form that is used for
practically all forms of assurance (except group life). The
details of the cover wanted are inserted on this form to make 18
term or whole life as required,

Like the proposal forms, the specimen policy forms were
equally similar in their provisions. They all included the heading;
recitals, 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 in Appendix 7. However, 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:
payment 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 set§ out the other services that the

»

assured receives from the company 1.€. policy loans and profits.

In"addition to these, as was indicated by 88.9%Z of the respondents
. = I

i als i insurance advice. This
to this study, some companles also give 1nsur
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involves going over the needs of the assured and recommending
the most suitable types of cover for him,

Riders provide adaitional 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 are available for the éssured ats hiis
option, as per the literature, the findings of this study suggest
that most companies offer these riders T Palficaoe Fiippe s
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 did not uncover

any triple of quadruple indemnity pointed out in the literature

review.

The guaranteed insurability rider goes under various
namés in Kenya., lSome companies call it the "Option to Purchase
Additional Assurance" (See Appendix 8C). Specimens of other
riders available on the Kenyan market are given in Appendix 8
D, B, and T,
MARKETING LIFE ASSURANCE

Life assurance companies in this country offer different
types of policies to thé members of the public. These policies,
even though they offer the same type of cover, differ in their
content details, However, the success of the assurance company
will depend‘on the number and size of the policies it is able to
sell, since the premium income determines the size of the company,
Again, assurance is based on the law of large numbers. It is ‘to
the assurance companies' intérest thét‘a sufficient volume of

policies be sold to members of the public. These are the basic

¢ i £ life assurance such a crucial
reasons that make the marketing of 1 :

Gy e
element of the firm's operations.
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The findings of this study suggest that in Kenya, the agent
plays a centrél role in this marketing process. Except for 22,27
of them, the respondents revealed that they used either dependent
aéents or independent agents, or both. When ranking their
importance,.it was found that respondents relied more on dependent
agents than on independent agents. The organization of the agencies
was not investigated, but the faet that most respéudents relied
more on dependent agents Fhan 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 41.17%
of the respondents relied heavily on this form of marketing their
products. This suggests that most companies prefer not to use
brokers in selling 1ife assurance.

The findings also revealed that 55.67 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 were the most popular way of
remunerating the sa&es people. This tallies with 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

purchase endowments, annuities, and be members of group life plans.

Group policies are mostly purchased 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,

77.87 of the respondents reported that competition was sStiff
in the field of life assurance in Kenya. The various companies
have therefore had to develop different strategies to meet this
éompetition. The findings suggest that among the various strategies
adopted are aggressive marketing, provision of superior services,
deliberate low key strategy to cut out the expenses of maintaining
a sales force and the variouslproblems 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.

PROBLEMS IN THE INDUSTRY AND RECOMMENDATIONS

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 iﬁsurance 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
are éimilar to those used by companies elsewhere in the world. The
basic rate is determined based on age, sex, and the mortality table.
Personal details of the proposer are used to establish whether the

risk is substand;rd and load the premium accordingly. As was

»
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established by Guya161 in 1976, foreign mortality tables were used

by insurance companies to determine the premium rate.

This is still true today. The two mortality tables commonly

used in this country are the British A 1949-52 mortality table and

\
the American 1958 CSO mortality tables. Recourse to foreign tables
is basically due to the fact that life tables are yet to be developed
based on the mortality experience in this country - that could be
used by life assurance companies. It is thus recommended here that
this situation needs to be redressed. Training local actugries and
a diliéent compilation and preservation of national life and death
statistics will go a long way in meeting this goal.

About 50% of the respondents interviewed in this sthdy reported
that taking insurance into the rural areas was one way of 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
majority of Kenya's populace lives in rural areas. They ;epresent
a great potential for“the industry. It cannot be disputed that com-
panies that cag tap this potential stand to benefit. It is an interest-—
ing coincidence, but a fact all the same, that the more the number of

branches a company has, the bigger it is in the industry.

Connected to this is the general lack of knowledge about insurance
among the members of the public - potential policyholders. About 907

of the reépondents were of the opinion that promotion of public

i | e rance Firms in Use of
Life Expectancy of Life InSULgncb . .
e i MBA Thesis, University of

Guya, 0.G.S., e
the Current Actuarial Tables in Kenya,

Nairebi, 1976




122

awareness abou; its, nature, purpose, and necessity will gc a long

way in not only helping the industry expand, but also, it will

ensure that more people benefit from the services of the industry.
Public awareness will also mean that some of the problems that
insurance companies experience as a result of the ignorance of
pqiicyholders and their representatives as regards policy terms

and conditions will go. The recommendation that the government

should step in and correct the situation should not be brushed off

so easily. Studies should be carried out to establisﬁ.the feasibility
of introducing insurance on school curriculums. Accounting is taught,
so why not insurance?

Using the mass media to publish the nature, purpose and benefits
éf life assurance in particular and insurance in general will not
only benefit the insurance companies but also the Government in
increased tax volumes as a result of increased premium takings. The
Government alst; needs to adsass fhe benefice bf life aseurancey . If
they are found to exceed the costs, why 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 éensitive area of assurance in Kenya from the policyhclder's
_ follows the same pattern as that in Britain and the

point of view

U.s or the literature. The conditions that must be fulfilled
«D. 4S8 P

are spelled out in the policy document. More than 557 of the res-

dents in each case reported that the company must be notified of
pondents -

1 the 1oss muat -be proved £o have occurred, the title of the
.0ss, e los
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claimant must be proved, age must be admitted, and the policy document
must be produced.

: Some of the problems connected to 1oss-sett1ement, as raised
by respondents in 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 assurance, As pointed out in
the literature and corroborated by executives interviewed in 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 assurers nor assureds are to blame in this issue - the

assurers because they have to adhere to the terms of the conittaat
and the assureds and their representatives because they apparently
are genuinely ignorant of what to do.

This issue is connected to the question of the industry's
image. A claim not hemoured brings bad publicity for the industry.
The adverse public image that the industry has acquired over time is
still something that insurance companies have to live down. Companies
have been accused, for example,'of being 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 Government Insurance agency needs to be created, possibly



124

.under the auspiges of the enviéaged 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 where 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 in time
and are not dishonoured because of "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
t5 the assureré as well as members of the public. Educating the
public about insurance can be left to such an agency, working in

liaison with the assurers and the Life Offices Association of

East Africa. |
The findings of this study suggest that reassu:ance is another
problem area in the cogntry. 88.97% of the respondecnts reported that
they wer~ .equired by law to cede 25 per cent of their reassurance
business to Kenya Re and 5 per cent to Africa Re. They further
reported that they placed the remaining 70 per cent of the business
on one ér more of the foreign markets. These findings suggest that
the bulk of Kenya's rassurance business is placed with reassurers
outside the country —‘a fac; that should be regre¢ted because it

means the outflow of funds and hence the foreign cxchange of this

developing country. This defeats one of reasons Zor the creation of
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Kenya Re fifteeg years ago. It is suggested here that the reserves
of Ke‘nya Re need to be reviewed to see if they are not sufficient
to handle more than the 25 per cent reassurance business _that e
manéatorily rgceives now.
Another reassurance firm should be set up, to take part 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 orvavjoint venture with the assurance companies
in 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. 1007 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 :tudies. About 45Z%
reported that their employees who were not in dep rtments handling
technical aspects of life assurance were encourag d to pursue C,P.A.
and (CEPS, (Certified-Publiq Accountant and Certi'!ied Public Secretary)
qualifications run by ;he Kenya Accountants and £ ‘cretaries National
Examination Board (KASNEB). 66.77 involved their employees in
courses and seminars run by the Insurance Trainiiy:» and Education Board
(ITEB),‘ These training and professional attainments in most cases

play a big role in the building of the employees careers in the

industry.

Logic, however, calls for a change. Local conditions facing the
Hstr )

industry make it distinct from, say, the British ox other foreign

insurance industries.- For British law and practices to be taught in
o | << < oe A
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order to gain promotion in a purely Kenyan environment is not
very 1ogica1.' It is suggested here that training and professional
éualifications that are more relevant to this country's conditions
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

¢ i£ for accountants and public secretaries, why should not insurers
do the same?

1.5 THE ROLE THE GOVERNMENT HAS PLAYED IN' LIFE ASSURANCE

At the time of independence, the Government realised tha£ the
insurance industry it had inherited was, to a large extent, not
relevant to the interests of the indigenous population. It has,
over the years, embarked on a programme of reorganizing, restructur-
irng, strengthening and participating in the national insurance
industry with the view of making it more responsive to the aspirations
(both political and socio-economic) of this developing country,

The 1life assurance industry has inevitably been touched in all
these "doings". Several organizations have been set up, some
legislations passed and directives issued, by the Government that
have affected the industry.

The Government‘hecided to actively participate in the insurance
industry upon realising the role insurance plays in the economic
development of the country and the massive funds it could mobilise.
It set up Kenya National Assurance Company, the African Assurance
and Provident Corporation, the Kenya Reinsurance Corporation and
Minet~1CDC.

The Kenya National Assurance Company was set up in December
1964 as a joint venture between the Government (who controlled 70

per cent of the shares) and a number of insurers in the country.
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It is now wholly (100%) Government-owned. Over the years, the

company has gfown into the biggest composite office in the industry.
In life assurance, it is definitely ome of the top two companies

in 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 prggrammes on insurance. In a country with
many parastatals that have been prominent for poor performance
(Kenatco, KCC, Kenya Meat Commission, etc.), Kenya National
Assurance has performed impressivély although a lot still has to be

done as regards promoting insurance (including life assurance) in

the countéy. .

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 business in Kenya of a Zambian
Corporation with the same name that was being wound up. The purpose
was to protect the Kenyan clients of the Zambian Corporation who

would have lost the reserves that their policies had accumulated

over time. The corporation was later taken over by the Kenya

National Assurance CoTpany.

By an act of parliament, the State Reinsurance Corporation
(which was later changed to Kenya Reinsurance Corporation) was set
- W -

up in December 1970 with the objectives:

a b nc

i1) To participate in the business of reinsurance in
id :

rder to generate funds for local development, and
o .

L i rance industry
Lid it & 5 ng power over the insur
iii) To have controlling p

in the country.
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Initially, the Corporation concerned itself only with fire
reassurance, %eceiving 20 per cent of reinsured business in this
class. In 1973 it skarbed receiving 15 per cent cessions on
marine aﬁd 10 per cent ceséions 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 1egél cessions in life reassurance business commenced on
1st April 19792 under Legal Notice Ne, 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 in
excess of the ceding company's net retention. The reassurance 1s
either effected on original terms or on risk premium terms. The
amount of reassurance on original terms is a proportion of the
original sum assured, and is constant throughout the duration of
the poliri. The reassuranée is effected on the same premium rates,
terr.s, 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 in any
year is the original sum reassured less the reserve, and it decreases
each year till the énd 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 assumed

the role of Government watchdog 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 standardization of policies

. i n bt e ey
ﬂnd'their wordings Tt has also conducted surveys in such "sensitive
<l & . .

areas as premium setting.
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Above all, however, 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 based Minet group and the State's Industrial
and Commercial Development Corporation (ICDC) - the Minet-ICDC.
The brokerage firm is among the biggest in the industry and it
ﬁandles most of the insurance business of Government ageﬁcies,
parastatals and their clients. This joint~venture (Minet-ICDC)
has meant that the Government participates in the full ‘range of

insurance activities - brokerage, insurance (assurance) and

reinsurance (reassurance).

The Government co—operated 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 member states of O.A.U. (Organization

of African Unity) and the African Development Bank - also owned

by member states of 0.A.U. Its formation was meant to reduce

the outflow 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 two regional offices, one

in Casablanca, Morocco, and another in Nairobi, Kenya.
;4

The life assurance industry, as is true of the total insurance

industry, ‘has been run ovel the years as per the legislations
b

passed in the colonial and post-independence periods and Govermment

directives issued fFom tife Lo time, All the laws and directives

thatAwill govern the industry in future are now consolidated into



L3¢

.the Insurance Act, 1984, that is yet to commence.

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
feports of the companies, the administration of insurance funds,
the Insurance Advisory Board, and those to conduct brokerage
business, among other provisions.

This legislation leaves glaring loopholes that have, over time,
underlined its insufficiency. It does not address itself to such
vital issues as policy wordings, 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 industry. Prominent among
them was‘the 1977 directive that all companies in the industry

: : i’ ,
must incorporate locally with at least 33§ per cent of their
équity in the hands of Kenyan nationals. To date, all companies
have complied with this. Soon after this came the Kenyanisation
of the workforce and the 10 per cent increase of personnel directive.
Insurance Compnnies: like all other companies in the couniry, had

to gradually localise their work~force and increase it by 10 per cent
o : .

as per the Presidential decree.

’

‘The recently enacted Insurance Act, 1984 (yet to cormence)

reflects the Covernment's bid to consolidate the law of insurance

¢ lress itself to unique conditions in Kenye
under one statute and address ssel fito q enya

that may not be served by present legislations which borrowed

heavily from British legislations.

.
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The most nbtable provision ofl the Act is the creation of the

Office of the Commissioner of Imsurance that will be charged with

.
the overall control and day to day running of the insurance industry,
The Commissioner will have the powers to call for information and
production of books or reccrds of any insurance company; examine
reiﬁsurance treaties; inmstitute investigations into the activities of
insurance companies; approve premium rates, the appointment of chief
executives of insurance companies and investment of the funds of
insurance 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 what 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; actuarial invostigations; the management of firms; premium
rates, policy terms and claim settlement, and the intermediaries
(agents, brokers, risk managers, loss adjusters, surveyors, etc.)
and the conduct of their business among other provisions. The Act
also restricts the carrying out of life and general business in tandem.

. ¢ ) & .
This statute is bound to have important ramificatious for the

. s 5 { the powers of assurance companies when
industy., It limits excessively :

g & s to premium setting, and tries to bring loss - settlement in
. comes to pre

| i i i he i rtance of life assurance to the individual
Bearing in mind the importe

?

hand.

Fami i i economic importance as a tool of mobiliz-
and the family unit, and 1ts

ing funds, this Act was long overdue, It marks the culmination of
: CUTL y o) (8] U

3 ntrol the industry.
the Government's efforts to co

i . 10 T Ctal‘ldc.[di Z&lt..'LOIl of POI]'(,‘.]’GS,
Je 1ns, to be deone., 2. a
A }.Ot, hO‘ ever, rema I'h

.

the development of local mortality tables, promotion of public awareness
-HC devel enc i al il

n i ’)-" S gel 'air deals without
on insurance. and ensuring that policyholders get f
R L=} ailCe, il
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.
having to nationalise the industry, are jJjust a few of the
areas the Government has to address itself to as regards
life assurance. Whereas companies writing 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 may not be
economically viable. As one executive interviewed in this
study put it, "In the life assurance industry, as 'in other

. . Ll B2 §
industries, policies are not based on matters of desirability.

1163

.

They are based on problemsvas Qhey arise and are su}mounted.
The average citizen does not comprehend the intricacies of life
assurance. That leaves the Government as the principal instigator
of any changes that may refine the industry‘
IN RETROSPECT

This study set out to document the Kenyan life assurance
iﬂdinstry. Its findings indicate that the industry is composed of
19 insurance companies (who also write other classes of insurance
business apart from life), hundreds of agents exclusively representing
particulai companies, about 26 brokers who handle most of the big
accounts in the industry (group policies and pension schemes) but

very little individual life assurance business; and two reassurance

The word "r.iicies' is:-used here not to mean the documents evidencing
the :.surance contracts, but rather, causes of action or ways of
rerforming some activity,

As per Mr. S. Wandera, Life Department, Pan Africa Insurance Company
Limited.
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fivmsy(a §tate-owned corporation and an inter-governmental
organization).
The industry offers individual life, group life, industrial
life, annuities, endowments and pension schemes to its clients
who come from all walks of life. These assurances are offered
in their various term and whole-:life forms. The marketiné 5f
life assurancé 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 asg
the literature suggests. However, the industry experiences some
problems, most of which are traceable to the general lack of
knowledge by the average policyholder about the life assurance
mechanism.
The government has, and still plays, a crucial role in the
industry. It has effectively participated in the life assurance
(industry by setting up state corporations that have competed
with private firms in brokerage, direct-writing and reassurance
business. Inspite of the success éf the state's reaséurance Elive.
the 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, ¥984, will have profound effects on the industry,
but it is yet to commence,
LIMITATIONS OF THE STUDY
The majority 1imitatiop that encumbered this study was the lack

of* sufficient time in which to conduct it, University deadlines
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and other external constraints meant that the identification of

the problem; search for available literature and research; prepara-
tion and preséntation of the final report and the inevitable typing
were all done within three months. The fesearcher does not dispute
the fact thét 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 write life assurance, Thus, whereas the
findings of this study may provide useful pointefs as to the‘life
assurance practices obtaining in Kenya, they are however, not
conclusive because only about half of the population of interest
was included in the sample.

Again, although a very representative sample was intended,
the method of categorisation of the companies into big, medium
and small, and also according to ownership was not without short-
comings. Although an up~to date list of companies writing life
assurance was compiled, the lateét financial statements of the
companies” that could be obtained at the Registrar General's office
were those for the year 1983. The 1 years that have elapsed may
have brought differences in premium and ownership standings that
could not be reflecte® in the results of the categorisation (See
Appendix 3),

Any survey involving the use of questionnaires has inherent
problems. Seldom is it possible to ask enough questions in the
questionnaire to cover a given subject, or to obtain answers for
all questions asked. This prgb]em is enhanced if respondents have
to2 go out of their way to get the information requested in the
questionnaire, Although the follow"uR interviews cut down the
effelts of‘these problems, they could not however, be completely

eliminated in this study.
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The qualitative nature of most of the data gathered in the
study was anééher limiting factor. Indexes and Likert-style
scales can be used to quantify some qualitative data, especially
vhere opinions are sought. However, the benefits of this course
of action for an industry study of this nature are somewhat
nebulous.

Finally, the study was severely constrained by the lack of
research studies and current literature of a "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.).

SUGGESTIONS FOR FURTHER RESEARCH

The following are possible areas for future research.

1 Owing to time limitation, not all the companies writing life
assurance were surveyed. It is, therefore, suggested that
future research should be directed at exploring the whole
industry. Other salient features of the industry's practices
such as organization and related consideratibns, could be

: :
included in such studies.

23 This study could not exhaustively explore such aspects as
premium rating in Kenya, underwriting life assurance, marketing
life assurance, reassurance, and loss-settlement, It is
suggested that each of these aspects can form the subject matter

of future research.
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This study investigated 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 represent what assurers perceive to be the
reasons, Further research should be conducted on
these issues to establish what the policyholders and
claimants perceive to be the problems and their
causes.

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 help in making life assurance
more geared towards fulfilling real needs and

expectations of the clients.
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APPENDIX 1

B —

COVERING LETTER 70 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 findings will go a long way
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 answers you provide. You are also assured
that the information you provide will be treated 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 KHAMALA
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APPENDIX 2

QUESTIONNAIRE

Please answer each of the following questions according to the
instructions given for each.

Ll

SECTION 1

Which of the following types 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
ol Rl

l | Group Life Assurance

R RANK

Individual Life Assurance

Credit Life Assurance (Includ-
ing mortgage protection)

|
[::] Industrial Life Assurance

[ Pension Schemes
~J Annuities

Others

If your company does not deal in some of the major types of
assurance mentioned above, what could be the main reason?

K4
Your company deals with clients who do not need
these other assurances

Your company is specializing in some types of
e assurance only

It is the policy of your company not to deal
in them

r—"] Financial and other constraints make your
et COMpany not to deal id-them

¢S R 200 sse0s e TR IR EOIOIROEPIOIOEOROCIEO LS

L~ Other. ' Specify

» »
R0 M B SR R LS B S I e N A R T S R T I T S e R T VA T G T B e S B 0 G e i ok
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Do you attach any riders on the policies you offer?

Yes No

If yes, briefly mention some of them and provide specimen
policies if you can.

(O UE BN AT SN TR SR e C 0 RS VR b Tl SR M SO D S CIRCRNE T a0 T e R I e T e S TR S i o e 3. e T Y e o e i

For each of the types of life assurance that your company offers,
who are your clients? Please provide a list of them ranking
them in importance as far as premium volumes are concerned. The
following are possible client categories: Civil servants,
employees of service organizations, employees of manufacturing
firms, farmers, traders, teachers, others, etc.

Assurance

I e TR T R 0 R NS I S S O e (R
Clients

a a a a

b b b b

c c o c

d d d d

What are the factors that your company takes into consideration
when determining the premium rates and loadings to be charged?

Age : Past Assurance History
:::] Sex Hobbies and Interests
[:j: Occupation | Weight
:":] Medical History |:j Height
% Type of Cover Wanted m-vResidence

Otﬁers. BT i e R e L e BT

LA 0 0.0 8008908800006 6¢60 08 e6s06800t68e8

B R B B O R R T S SN R T R SO S
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6. Apart froﬁ policies, what other services or benefits does
your company offer to policyholders?
Policy Loans (short~term)
Mortgage Loans
Participation in Profits
Insurance Advice
i e T e e B D B B s U e B
SECTION 2
g Does your company use the following in marketing its ﬁroducts?
Please tick the relevant ones only,
Employees (permanent and pensionable) /
Dependent (captive) agents
Independent agents
Brokerage firms
-k Delere, M G s e e s
8. How does your company compensate the sales force?
L By Salary Both Salary and Commission
‘:::] By Commiss%pn ‘ OEHBT S 8pacity. 4 va e vus
9. On the average, what are the qualifications of vour sales force

at the point of recruitment?

Yot Jevel Certificate } "A" Level Certificate

7] other. Specify

et

L R N N

L B R S A R R R TR R RV R S
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Do your sales people undergo any training before and after
being recruited by your company?

Yes No

I ves, Dleass  COmmenl . o 5 Ciaa e v o

LA LS I TR B PR 0 AL TS SIS N e R R SR U R T YR IR T RS N e N S el R
LA B A S SC O T LR S OSSN S I WO I8 S SR P R R i SR M T T e o T S s

LA S AR SRR LK RIS R U R SR ISR SO B A SRC RS B S SR T SO e e

SECTION 3

What type of information does your company seek to know about

a proposer in the proposal form? Please provide specimen

proposal forms and comment on how the information sought will

affect acceptance or rejection of the proposer?

Does your company find competition stiff inm life assurance?

Yes | [j:] No

If yes, how does it meet this competition?

tuooo--co-.-o-ooo-oa-o..cun.ol-etnq.aot‘-coues-cvnoo-o-‘touc

Does your company offer similar policies as those of your
competitors?

{i:]Yes No

.

Why, or why not?

(R SLRE IR R T S T B e Y T R R R AT U e L e S T G R SR PR S
--cu;oc-oo-o--voo«o-v--n-..aoooc.tueoneu-oo-...on----oaq-o-:on

oocoo--o-t-onoco-uccv.o-.o..---.ntal-c-..o-qo.e'---cal-.ono--.

In writing life assuramce, which companies occupy the top
three positions? List them please :

Now ik

No.

Do

No.<3

Why are they the industry leaders?

L A LS I G BT R R R TR S T T

---w-o-»o--uno-uvc-vt-s--o-.n-.us.1c-¢Ac--o-;.-uno-o..--uvcoo-
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15,2 Which-of the following reasons do you think cause policy-
holders to surrender their policies or let them lapse?

Upon taking the policies, policyholders
discover that they cannot afford the premiums
as they had thought initially

Lack of proper explanation to the policy-
holders by the agent when the policy was sold
initially

Dissatisfaction by the policyholder with the
benefits such as loans etc., offered by the
company

Dissatisfaction by the policyholder with the
way the company services the policy

Other. Specify

€ 0 % 0 80 00 00080 C8 GO COLOLOO0O0eO0E O QN
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008 0088880000000 00000000000900000000e0s0s0r0000s000

16. How do the following rank as methods your company uses in
getting new policyholders?

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

Ty (bt RO LB O S D G AR A

@ 0 8 0 60 00 C O PO SO LE L O L L e O e TS NECOOELELE TN LNEEe

%

9 © 0 @ 0 806 360000 O O LOE L6 EL e O EEELIEOICHIENDOCLSCOCS

3187/% What problems dces your company experience in marketing and
underwriting life assurance?

€ 0 0 5 0 5 8 €0 8 60 0 L 00T TP I 0 L0 VOO0 OTEEELONOS PO LSOO OPOOSEOC

© 9 0 6 9 0 8 00 0 0 P C O LA KBS T O OO LS 0L O 6000000 EE SN LLOOIVEOOLSOLOOSIOEESOSE
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SECTION 4
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After a loss has occurred, what conditions must be fulfilled
by the policyholder, or his dependants, before and after

lodging the claim?

PRNPRRRGE S R o N I v e 1 T T W A G B AR IR

TRt o TR T R e AT TREAL I SRR RO WIS N TR RS )

006 0680600980603 88080000008000dc00s
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§

© 0 00 ® 2000000 e0e0 0000l

© ¢80 0006080680000 se0 e 0
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What proportion of the claims lodged in any year, are
honoured, taken for arbitration or repudiated totally?

Honoured

Arbitration

Repudiated

/

7 :

e e e e e

s eo 0 e

® 90000

Please list some of the major reasons that make your company
to repudiate some claims or refer them to arbitrators.

00 9 09 000 6009 PICTLOEEEEOEEEOOEOEEECYT OO

© 6 8 60 0 68 86 00 000 600 PeCOC 0 e 000 e
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What are the principal problems that face the company in
are the reasons behind them?

claim settlement and what

6 6 80 5000 000G N OO RO
£
6 4 9 % 8 0 68 N0 006N e

© © 0 00 e 0 e e0e00 s 080

e % e 8 A e 80 EE 0000 C e

SECTION 5

B

« o e

What type of reassurance

Facultative

)

€ © 40 €0 00 06 LB ENETOEOIEEPOPCSLCECTE

4 0 0 8 008 HC BB OO CE 0L 0N LOeOOCE OO

®© ® 8 0 0 ¢ e 08 ® e O Ve ORENO SO S

¢ 0 00000t ENERCOOOECECN OO QLSO

arrangements does your company use?

Quota-Share Treaty

| | Surplus Treaty

Excess-Loss Treaty

Others. * Specify ...

& 4P 0 0T 6 e es e O e
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Which reassurance markets does your company place its business?
The name of the reassurer need not be mentioned-just indicate
the town the reassurer is domiciled and the percentage of
business ceded to it,

2

225 Does your company, or its officers belong to any life assurance
association?

Yes No

If yes, mention the association and briefly comment on its
functions and objectives,

P € &0 VOO0 T EEENEPOO0OLLOOOECEEEEEO0S

.-unc.Ulc"!'ﬂ.n."..."lv‘oco‘.ll‘coall.tu"!c.llo"tl.tl'e'ct

23 What training programmes (professional and non-professional)
does your company require and/or encourage its employees
to undergo before and after recruitment?

e T R B S e
AR R T R SR RS o T e e e o SO e SR Y
Geila WO T SR E R B RO B P R PO R R MG A N i O R
24, In your opinion what can be done by the Government, and/or

e
=8

life assurance companies to improve life =ssurance business
Kenya? Comment.

l.ll'l.'...ll.'..’.l."Q......'l.....l.'n
.QO.I'O'..‘C'.0......."..0.......'..lll.'
What can other categories of people do?
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APPENDIX 3

COMPANIES WRITING LIFE ASSURANCE AS AT JANUARY 501085

American Life Insurance Company (ALICO)

Apollo Insurance Company Limited

Blue Shield Insuarance Company Limited
British~American 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 Company Limited

Lion of Kenya Insurance Company Limited

01d Mutua1*

Pan Africa Insurance Companf Limited

Pioneer General Assurance Company Limited

The Union Insurance Company of Kenya Limited

Trident Insurance Company Limited

These Companies operate "closed funds" i.e. they do not
transact new life assurance business,
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APPENDIX 4

et e e 1

1 Annual Premium Size

; ieatici. ofLfompanies Writing Life Assurance by Origin

\\$\7

. "L JORIGIN™OF MAJORITY

Subsidi

Includes one Company of Canadian origin and one
'y of a Company incorporated in the Bahamas

D 5 % %k
b A e AN T RBH TR KENYAN BRITISH INDIAN | AMERICAN ’
ANNUAL LIFE
ASSURANCE PREMIUM
INCOME \\\\\\<\

BIG
ik 1S, 30 MILLION) 2 0 2 2
MEDIUM
| (BETWEEN SrS. 1% MILLION
=R SHB W S0 MILTL TON) 1 3 2 1
| " 8
SMAT T
(RET.OW SHS. 15 MILLION) 4 2 0 0
NOTES:
% Includes one Company of French origin and one of
South African origin
Kk
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E APPENDIX 5
PROPOSAL FOR LIFE - ASSURANCE
Life Department
T

LIFE PROPOSAL YORM

g,

ALL QUESTIONS MUST BE ANSWERED IN FULL IN PROPOSER'S OWN HANDWRITING; DASHES WILL NOT BE ACCEPTED.
\PLEASE USE BLOCK LETTERS THROUGHOUT.

LIFE TO BE ASSURED

IR OV T e e S e OB ot o e e R AR S s A BUTAVLIE, o o S

(b)Y Postal Adaress PO BOR i ol st ool it ot condihabsvaniahosh snoavsne svsstnss TOWI i e anodaluiaine Ve s s TR Mt s Taata Al e nis mv A S0 18

(h) Age next birthday.........ccouvrnnnnnanns (1) Married/Smgler L TiE T L (D INAtioRATIeY oL el o e s ok swigedSyiee :

(In order that age may be admitted, proof of age should be furnished).

LIFE ASSURANCE DETAILS :

2r(a) Rype afipolicyani . o sl ot S IR (0001556 ¢y oAt M S S S | S A AT NOATE o e D i e
(c) Sum assured . .. ot h s Pest i B S L SR (d)eWith/Withontiprofies i .0 dala’s vVl Bl s we i ot ok
() Wili premium be paid by stop order or Banker'sorder? ............c.civiueiinnnnns Sy s e e SRR eSS
(- Naieiot the s olovarsias SUsees sl ogpme il o S ik o2 Bl (00 s SRR s e e e R

{g) Premium payable annually/half yearly/ quarterly/monthly

(h) ADDITIONAL BE.NEFITS DESIRED: EIFEPREMIMIME Mehe L5 vo v e s bivme ety sew

[0 Waiver of premium R S B A

‘ {3 Accident and disability ; ' Kshs.

D o be HRTSl Y H L SV (e ) B TSR RatR eu b e (0 e T B o P S e I B ol g

3. BENEFICIARIES

(i) Full Name . ' Age’ Relationship

.......................................................................................................................

If any of the abovesmentioned person(s) has not attained age of majority (18years) Section (i1} :=foar must be completed naming Guardian(s)
who must be over 18 yearsof age.

(ii) Guardian: Full Name Age Relationship

Except 2s otherwise directed the proceeds are to be divided equally among all persons who 2.+ nawmed as beneficiaries and who survive the
insured and have attained the age of majority, Otherwise the Guardian(s)

@
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MEDICAL HISTORY

‘

4. (a) Arcyou now in good health? If not, give details .............. S bhaiisvesanass A T P A B A TR

B T L R T T T P P P e P P PR PP PPy D P P R PP PP PP PP tesssseerrmanesssaeantsenssatsrrsetes eeteerenennssntennns erves

(b) Give name and address of your usuzl doctor ............. s e A R N e R e L e PRSP s

.................................................................. D P R PP P P T

{<) How long has he known you?

(d) Have you consulted him or any other doctor during the last 8 years? If s0, when and for what complaints?........cccceevee vecvnnnnnnnns

(e) Have you ever been an in-patient in a hospital or nursing home during the last § years? If so, when and for what complaints?...

() Have you ever suffered from or had symptoms of any of the following? Pleass underline the relative disease and give details herebelow:

(i) Fits, giddiness, mental disturbance, nervous breakdown or paralysis : 0 Yes 0 Ne

(ii) Affection of the ear, suchas, deafness, discharge, perforation of drum, or any impairment of sight = [ Yes 0O No

(ili) Asthma, bronchitis, chronic cough, tuberculosis, pleurisy, pheumonia, spitting of blood or

any other affection of the throat or long. 0 Ye 0 No

(iv) Breathlessness, pain in the chest, palpitation, swcﬁing of ankles or any other heart
impairment or disease. . O Yes ] No
(v) Highor low blood ;;rcssure. o ] [ElsNesttatsvilEl i No
(vi) Affection of bones, glands, joints, spines or veins. [ Yes 0 No
(vii) Abdominal pains or discomfort, fistula, piles, indigestion, varicose veins, rupture or ulcer. O Yes 0 Neo

(viii) Affection of urinary and generative organs, frequent or painful urination, gonorrohes,

stricture, syphilis, sugar or albumenin the urine, kidneys orbladder. . O Yes ] No
(ix) Gout, rheumatism, rhieumatic fever. Y Vaa O No
(x) Diabetes. ' 7 : : O Yes O No
(xi) Any physical defect or deformity. : O Yes 0 No
(xii) Any disease not mentioned above. ; : ‘0O Yes O No
ol
\Datc Disease Doctor Consulted Duratior Result
e
L]
L :
(g) Have you ever met with serious ity lfeasmiverdetailsn o e i S S e T o A SoarasnaNgs Ve
(1) Have you had or are you about to undergo a surgical operation? If so, give details. ... ....... ASAsvAeEEAR oo

(i) Have you been or are you about to be x-rayed? If so, give details s

() Has any near relative suffered from insanity, cancer, epilepsy, diabetes, stroke or he:  disease? If 50, state the disease and the
relative affected

S 0T 8P 0er ey A ea00at00t0e0908000000000808000009900000000dteesssdbsessissassactrenyisananonsss vesseneen fresensen

(k) Has any relative or any person in-any home in which you have lived suifered from tu': reulosis? If so, give date of your last contact

(DiWhatisvaur TagRLL i e s o YR AR eI S ins.
() WhatisyoutwaiRhis . dve i man it . Ibs.

(n) Is your weight increasing? [ ; decreasing? [J ;or stationary? O] Please tick,




+ 149~

FAMILY HISTORY

i 5. .
Living Dead
Present 3 Age at rati (
¥ SGt e 8 ki LBk Duration Year of
ge Death of Iliness Death
Father
Mother
P~
Brothers
P
T —
Sisters
s
—
|
- - X
HABITS
} 6. (2) How frequently, and in what quantity do you use intoxicating iquors?  ................. 0 5oy R e Ry
(b) Have you ever used any of the habit forming drugs or narcotics? .............ovovivieeeivsienns R e SR, San

(¢) What quantity of cigarettes or tobacco do you smoke dazily?

travesaisens

(d) Have you undergone treatment for any liquor or drug habit? .......
PREVIOUS INSURANCE HISTORY

7. (2) Has a previous proposal on your life ever been made to this Company? If so, give Policy No

(b) Has any proposal for Life Assurance or Sickness or Accident Insuranc= on your life been aceepted at an extra premium or on other

special terms, or declined by another Company? If s0, when and by which Company? ....ua... RS S AL R PR
| & . o s T e i e
L (c) Isthe Policy applied for hereinintended to replace Insurance now carried in this or any otlser Corapany ... ... Fi i o R e
M. b e e i e i g b Sk S T e e e b s e
- ’
APPLICABLE TO A FEMALE LIFE
8. (2) Is menstruation regular and healthy?....... RO Y e T R e s e e
(b) How long have you been married? ..... AT e A Gty AR DR T e N SR MRS e R I S R SR,
(c) How many children have youhad? .......... S T Y e B AR D s b iy Al IS e R
(d) Are younow pregnant? If so how far advanced? ............. DR RN R e G iAo e A G s s
(¢) Have you had any disease of the womb or ovaries or breast? L. .. oivuuuiiiiriiiiiuiieosummansnsavennasesn S ni e
(f) Have you had any miscarriages or other than normal labours? ......... RN L T U s b v s o L

GENERAL 8

9.  Isthere any other circumstances or information touching the past or present state of your frealth or habits, or any other cause that
i might render an assurance on your life more than usyally hazardoys? If so, give details ...... TS RS X
1

....... e I e N e b R S e S e L e T S N S A A s s
1 . .. . . e . Pre e e e ses s v .. I I Y
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DECLARATION BY THE LIFE PROPOSED

I declare that, to the best of my knowledge and belief, all the statements in this propesal, whether in ruy own handwriting or not, are true
ard complete and I agree that they, together with this Declaration and, in the event of my being medically examined, the answers to be
made by me to the medical examiner acting on behalf of the Company (which are deemed to be incorporated in this declaration) shall be the
basis of the contract between me and the Company.

1 also agree that the Company may seck informaticn from any doctor who has attended me or from any life assurance company to which I
have made a proposal for life, sickness or accident insurance and I authorise the giving of such information.

1 further agree that in the event of my failure to netify the Company in writing of any change in my health, habit, occupation or family
history before this propesal is accepted by the Company or payment of the fiyst premium, whichever is later, the Company will be entitled to
repudiate this contract.

Signed at (Place)........ Lo BN oy s Sty T Sthis R e e S ety oy of T e e 19505
Signature of Witness Signature of Life to be assured

INAIC ot vt eeons dedige ST SRR R ey

A ddrassetin .. SR RN NI Y e AT

Occupation ...... AR SN P LR o TR

TO BE COMPLETED IF THE POLICY IS TO BE EFFECTED BY A PERSON OTHER THAN THE LIFE TO BE ASSURED

Name in full (Mr/Mrs/Miss) ...oooeiiiieiinnnnnnn R YOO erresasas A esssasavenes o3 et nsennn s shsaonnsva e SR e S cessapauess sesesssevanss
Posta) address......oovierneseeiiaene S Tl 0 I it ho b s n s vantsh Blns sV Ksasiansshns sansvasmsaunassnssbatonnssuosnnsvisasyiinnhawnsennhsosbs g ossisnssnne
4 OCCUPALION cevevsriirsorsessossnsesesaass essanasrion A Seinekebatnh triainy soeadns B e TSt a s e Gedtue bt B PR PR ISP es
Nature and extent of interest in life to be assured ......... LR e A S A S T e A ety Rl e r e s e
1, the person to whom the policy is granted, declare that, to the best of my knowledge and belief, the above statements are true and complete
and I agree that this Declaration together with the statements give above and to the medical examiner by the Life to be assured (if medical
examination is required) shail be the basis of the contract between myself and the Company.
Signad at (Place)......ovuerereseuersuersnsnns eV b RIIRL o cons i o Eisk ki srin I R SRR AR | el
Signature of Witness Signature of Grantee
N T TSR Ot o PR T e SR o S
A
A A reay o, L st el sk c s ad Tabedsasenre 44
K4
B aCUDALION ;. 0ieaven s tass PR e AR SRR e
NOTES:
The Company is under no liability in respect of this proposal until it has been accepted by the Company and the Company's printed form of
receipt xssucd in exchange for the first premium.
=

FOR OFFICE USE ONLY
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APPENDIX 6

MEDICAL EXAMINER'S REPORY N

BNAME OF LIFE TO BE ASSURED ool oA N22 e U e R A
Sk Letters) =)

)

RES S, g e e e e T e e e e e Married/Single/Widowed/ Divorced
‘ession or Occupation . o cceccmemnee g e e A ) o ety omaiun. cAgmment Birthday, L peci i dia i Sinets
r;cal Examiner's full name .. e e _- _____________ P Lt QGualifications, . .. .. .. e e
,gﬁitters) /,’/A o

. lMedical Examiner is reguested to obtain categorical answers to the fellowing questions, and full information of those conditions
-@horten life.

) Do you understand that your answers in this Personal (a)
Statement are warranfed to be true and complete and
that consequently any rnis-statement or concealment of

. fact may invalidate any contract of assurance based

\___thereon?

:(b) Has a proposal for sssirante on your life ever been |(p),

declined, deferr-2, withdrawn oI accepted with an in- ¢
creased prosicun, debt or lien? (if so, state full parti-
culare,

f;A”‘ L sow, and have you been for suing years past, in good

- adl

4 What kind and amount of intoxicating liquor do you. |(a)
n.__consume each WEEK?
Y Have your habits as regards the use of such liquor always | (b)
«_ been strictly sober and temperate?
Uat is your daily habit as regards tobacco? (c)
J A= vou tsking er have you ever taken sedatives, tran- | (d)

quilisers or drugs for the purpose of controlling any type

ol

of medical or physical impairment? (If so give fuil

% .

N.__Particulars)

Iy Answer prens e T 1

‘,Dilvle You suffered from or had any symptoms of or been told “YESY If “Yes™ give fu}l details inciuding dates and names
had any of the following:— or “NO” and addresses of Doctors consulted,

Spitting of blood, asthma, persisjent cough, prieumomna,

Pulmonary tuberculosis, pleurisy o1 affection o}' the
| lungs or throat? (If applicant hes had pleurisy, please
\“’_ﬂi’i‘ain date, cause end durditon and if any effusion).

(b :

W] Blackout, or fits of any kind, mental or nervous diseases

(\Sﬂaiming?

) High or low blood pressure, palpitation, s{xortrgess of
breath or pain in chest on exertion, or any affection of

the Leart?
A (Ascertain if any tablets taken or any

‘( for blood pressure).

1 ey

Chronic or persistent indigestion, stomach }uce_r,
vsentery, jaundice, gell stones, Of any other afxecm;n

{  of the vowels, liver or gall bladder or other abdominal

b Organs?
o
{ Any affection of the prostate, fests, kidneys, bladder or

(f) Urinary system, or generative organs?

9 Rheumatism, gout, raeumatic fever, arthritds, or any
. J(l) bone or joint disorder?
' ;(h\m*iharge from cars, deafness, of impairment of vision?

j Cancer, growth or tumour of sy kind, or any enlarged
n Elands, or any skin disorder?

#1 (l)
"‘)Q)’i‘hilis, gonorrhosa or other venercel disease?

reatment received

or Eny other tropical

| Malaria, blackwater fever, bilharzia
¢ diseqse?

Any iilness or disease mvolving freal neat vath Cortisone
Or other steroids?

Any aocident, physical defect or other iltnass?

e A R AR MO A TS r T
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Have you submitted to any : If “Yes” give full details

() Surgical operation? - . B (2)

(b) X-ray examination? AR ‘ (b)
(¢) Investigation in Nursing Home or Hospital? (c)
[d) Investigation or examination by a consultant or specialist? (d)

[

,@‘Famﬂy History .
B

| IF LIVING ( : FDEAD |
> R ABe at = il
. Age State of Health D athe | X081 Cause of Death Duraticn of illness [

; ther RPN PSPPI SR ERppS SR | (S ERLSS
Other

L e e o e fim e o s o - - -

- o s o o 7 > S S ot S

IR et S mea e e o e M S RS PO W i

i IR AT - PRSIRRSIR R S | S -

- o o - o - - " - v

N
%
i
t
i
1
1

Fﬂters : _
Rl e s

[

(b) During the past two years have you resided or been in contact with
any person who had puimonary tuberculosis or other infectious or

Lnotiﬁable disease? (If so, state full particulars)

* (c) Has any close relative living or dead had cancer, coronary or
‘ _ artery disease, diabetes, epilepsy, pulmonary tuberculosis or
L sufiered from insanity? (if so, state full particulars)

. (a) Name and address of your usual medical attendant,

‘ (b) When did you last consult him, and for what reason? : ' ,

‘ kHE CASE OF FEMALE LIVES ONLY:— e
| ‘ ‘ . e
i (a) Are your monthly periods regular and natural? (a) 1
: (b) Have ybu ever suffered frofn any uterine or ovanan : ®) : : ; "};gx
i displacement or disease? : ; il
“ () How many children have you borne? (Give their pre;ent ages) (c)
- (d) Were your confinements easy and natural? (Y i
(e) Have you had any miscarriages? (Give dates) (e) i
. (f) Are you now pregnant? If so, when is confinement expected? () il
-
|

DECLARATION il
| Ideclare and warrant that this Personal Statement is comp
‘ :%gether with the proposal for assurance on my life and any otl

| Mract of assurance. /

lete and true, and also that Tunderstand and agree that this statement . =/t
1er documents relative thercto, shall be the basis of the proposed

{ lhE-rcby i=sevocably authorise and request any doctor or other person who may be in possession of, or hereafter acquire, any in- ;
Mation concerning Jny health up to the sresent time, to disclose such information to the Kernya National Assurance Company
ted and ] agree that this authority and request shall remain in force after my death as well as prior thereto.

Signed by the life to be BESUTOA! L 505 s s e s o s i o el e o o e e o & e i

L (in the presence of Medical Examiner)
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|

"ART 2 —- REPORT AND OPINION OF THE MEDICAL EXAMINER

I

f Is the examinee personally known to you? Have you ever
attended him/her professionally? -If s5, for what ailments,
and when? .

|

| 3 Figure and General Rucial Origin |
R cioht ot el ins Appearance Girth of Chest on Expiration .. oo cccei ins,
(without boots or shoes)
B e 2 o il Ibs. Girth of Chest on full Inspiration - ins, i
\(in ordinary indoor clothes) Ghth et Abdemen cic ar i de Lt s ins. [Iid
! (a) Did you personally weigh and measure the examinee? ) e e D TR S R e
(b) Is weight increasing, decreasing or stationary? (b)) S R R S N TSR I e OO L
. Does appearance of examinee correspond with age stated? -
If not. how old would vou have estimated him/her to be?
l ,0 -
~ % Please state condition of 14, RESPIRATCRY SYSTEM

(a) Ears (if history of discharge)

- (b) Mouth, Tongue, Teeth and Throat

R R s e 9 S R S o s o 6 VA P, T S PV

.

Do you detect any symptoms or signs suggesting abuormality
or disease of the respiratory system? If so, give details. '

5 CIRCULATORY SYSTEM'

£

nosition of the apex beat of the heart?

2~

- (b) Are the sounds and size of heart normal?

Tyt O
PUREE- T f..v

(¢) Are there any cardiac murmurs?

g, please describe the character and loudress of the murmurs,
the position in the heart cycle, the point of maximum intensity,
¢ degree of transmission and whether affected by exercise,

feathing or posture.
\

‘ () Are there any signs of arteriosclerosis?
(€) What is the rate and character of the pulse?

() What is the Blood Pressure?

- {If it exceeds 140/90 (Sth; Phase) please record two further
%adings taken at five minute intervals)

interspace; ||

__________________________ ins . from Mid-stemal line. | |

(d)
() Phlse rate <o ool D e Ll A AT
Charaoter iattena uilad vt 5 e, o bl e o i i R

————— - ——— - o 0 " - - - . - -

Ll

i
[t

) Bl ol e oo i s Diastolie ..o i el ;
L (5th Phase) W
2,

EG' (a.) Do any signs exist of disease of the abdominal or pelvic
. Viscera?

Mhere any enlargement of the liver or spleen?

(@ <
1) WO

s hemia pfewm? If so, state nature and whether a properly
hﬁtﬁng truss is regularly womn or if an operation is necessary.

3 S there any defect or deformity of person, enlargement of
tyroig o lymphatic glands, or any cicatrices? If so, give

b Particulars,

0 I there any evidence of disease of the brain, nerves or
®inal corg?

b) Are the sight, hearing, speech and gait normal?
9 Are there any tremors of the hands, lips or tongue?
i) Are the knee jerks normal?

@ ¢
é“) Do the pupils react to light?
(i) Are the pupils equal?

A

(A::;' abnormality should be described fuily,)

(B oo e e el i v S S e e e

()t rae T s

() .2 23
(d) @)

B) oo e e s m e s s o e e

et vt e D T 15 ) Tk T Ao o s o o

i e o S e A g o A 0 30 94 o A S 3, 0. e e o - i o o

'ul

(lll) e s ._.m.._......................--..-.............---.-...-w-,.-.....v.....--..-.""\;}

1
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B
U, In the case of 2 famale examinee:

'k

i

' - LR g T
L I
D, (2) Are there any indications of disease or abnormality of i
. . . i
kidneys, bladder, prostate,” or other genito-urinary () =a e e e {
PRSI O i i G e S R s e RN L
A : ? : (b) Was specimen obtained as required? .../ ... |
| (b) Results of testing the urine, (This must be passed in the g kbl !
Bxaminer’s presence or Surgery) Ay s G Tk R S i Do o G i j
(i) Is albumen present? (i) '

(ii) Is sugar present?
(iiid What is the Specific Gravity and Reaction?

n

e s v e S e o o e s

(iii) Sp. Gr. SACHION, 1 o L AR

{

(iv) Is there any microscopic evidence of other abnormal
substances, such as bile, blood, pus or threads or any
uiher morbid conditions?

|
i

(IR E e T R e

o

Have you any reason to suspect that the answers given to

\Quesiion 8 are incorrect? If so, please give details,

N
e

)
he

Plgasc comment on any 'spccial features re\{ealed by examinee in reply to questions on the first part of this report with notes on any
®aminations made, (e.g. his/her personal habits as regards use of alcohol, tobacco, drugs, etc.). :

S e

s

|
{
|
|
il
{

i1

APy e you consider the examinee:

(1) A good life insurable at the ordinary rate
of premium; )

et f

What are the special feutures which have influenced your cpinion?

" (2) An under average life insurable at an
increased premium; or

&Unﬁnsurable?

\yQ\l consider any special tests are required? If so, what?

. ;

\"ed K olice) . ke s FIS e s e i e e OO OF i ok vsiatied Kol Cid i R R i
- 3 i
Fo, Official U MedicalBxaminer’s Signatiite. iour L le  Nealuis s S n e e i
\fficial Use !
it A Fees payable t0 oo i e e e

“bate S il |

ettt ettt Aldrseh b e e e R i1

‘ A s bk
ne exan

TES.

i 1, It is particularly requested that the result of the examination should NOT b disglosed to t linee,

, the Company as soon as completed,

}

L 2. 'Inview of its confidential nature this report should be forwarded DIRECT i

E 3. Please do not arrange for any additional examinations or reports which ma v involve the Company in eXpense Unicss i
4

‘ so authorised by the Company.

The Company may in certgin circumstances Arran ination by sacther Doctor.

or a farther Medical B«

ge f

b
=
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- —ZA !
i " g AN e T i
% TR A 1 it 2 't
PN [j_}f .L LFE_ASSURANCE. P 1‘ &Y
‘ ; S Hcy
14 s { ‘,_‘A i ¢ "I"
S e :
TR LTS YOV TR CURTPRTRYS PSP PPN \ T ER TN AUl fat ;' e T a8 1 § s it
ot 40Y b 15 S0RN ! 1 "‘j "L. it o P p

Biia s Vannic e s el e Rt R bk RE A f o ;
WHEREAS XV{Z INSURANCE COMPANY LIMITED, bLereinaflter called the Comfiany has received a Proposal and
~Declaration for Assurance which Proposal and Declaration with t',e‘lxt atements contained anc refpfcd to therein the Troposer named in
the Schedule hereto has agreed shall be the basis of this Assumr)( e and has received the first profnium for 4n Assurance of the amount
on the terms stated in the said Schedule. % Vi /

+ NOW THIS POLICY WITINESSETH that in romxderatlo%pf (ho ]\remmm a/fendy received dnd-orf condition that there shall be duly
paid directly to the Company or its Bankers only the w‘r-equent premiums ;{3 stipylated for in the said Schedule, the Company will
_.pay the sum assured to the person or persons to whom tHe same is thrrﬂ: r-\r ressed t, be payable upon proof to the satisfaction of the
Directors of the Company of the havpening of the eyent on which tho sym kq‘surgd }». to become payable in terms of the Schedule

“hereto of the title and identity of the person or persgtis claiming pd)ment MX‘SK) w'xhwas of the age of the life assured stated in

the proposal if not previously admitted.

.PROVIDED ALWAYS that this Policy shall h¢ subject to the con(ln,lrms andsprivileges and to the Memoranda, xf any, hereupon
endorsed or attached so far as applicable whm/e.re to be deemed part ur\th‘ Policy together with the said Srhedule

.,AND PROVIDED ALSO that if anything gverred in the PYOPO‘*RI and \\kclaratxon of the Assured and therl’emonal Statement if any
made by the Life Assured before a lvlednvcz/(‘\dmuwr shall § »K)\; have beenl truly and fairly stated or if any material information shali

have been withheld, this Policy shall be ybid and all moneys Yeceived by the Company in respect thereof shall belong to the Company
for its own beneiit with the proviso thay/in the event of this Poligy continuing in force for the full period of two years and the age of the

. Life Assured having been admitted,/this Policy shall not thereafter be voided or liable to challeuge un the ground of any such
., misstatement or nondisclosureunless the same have been fraudulen i :

SCHEDULE = a/"

.

3 Policy No. D 2y
and Date of Plan of ST g :
.. | Commencement ¥ Assurance 3 3 o Other I ﬂllLCllkﬁ"? of the Policy
r“' BT R ol ek R e fu i
1 EVEY S S ]
N i Date of
s o _ 7 ¢ ' * this
; athipti A : R o policy 1
Instalment of Life Premium y i
i 'I/P./A. (D.B.} Premium / L Pt {i
B :‘g ¥ /" P./A. (D.&D.) Premium S el
oS g , Disability Benefits Premium 2N
-S &< g " Extra Premium ' / A
Z g ?g A Wi {i
; 8"'] T LT AT, Y RO t B , ff/ K8 (S ! 8 i
R e P e Date of Lz :t Payment W A 3
| atR Rk RN ~ Date of Mauturity i e i
N e Z/ F It v ) Plﬁ ' Pl TL D e 0
CLASS qb ASSURANCE' l‘)ndowmt;ht Assurance with Profits
EVENT (\f’i’”llll H\ppp'\x\'{, OF On the stipulated date of maturity if 1.+ Life Assured is then alive or at his/her
WHICH SUM ASSURED IS PAYABLE: | deatfif earlier.
Th Proponnr or his/her Assigns or provii Executors or Administrators or other Legal
Blpresentatives who should take out Repr sentation to his/her estate or limited to the

TO WHOM SUM ASSURED PAYABLE: /1.0119\5 payable under this Policy from any competent Court having Jurisdiction in the | -

place where the moneys due under this Polvy are made payable.

- | PERIOD DURING WHICH PR EMIUM Till the stipulated date of last payment or [ cvious death of the Life Assured.
IS PAYABLE

]' Ei:é‘;‘”%{g I‘\' {’Qsl\{BIL\Fﬂ ALME \T i On the stipulated due date ‘in each month. Bk ez Ve G )
| 3 £ —-—

All payments made to or by the Company shall be payable at the Company's Head
I
Office in the lawful currency of the Republic of Kenya and any question of claim i

CURRENCY AND JURISDICTION: arising under this policy shall be decided arcording to the Law of the Republie of ‘
Kenya. i
s .
SPECIAL CONDITIONS: Spe Annexures Memoranda, or endorsements i any.
LM ol . - 4 + v N RN -,

IN WITNESS WHEREOF I, one of the Authorised Officers of the Company, have for and on behalf of the

g elore stated,
Compamv hercunto set my hand, on the date hereinbefore st

ROCEREIIEUIS NI IR TTIaRPARRE IV OIS

Examined by

.
T P LR O SRR
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POLICY CONDITIONS AND PRIVILEGES

NENT OF PREMIUM -+ y 3 ) 3 ; ,
(Lo PAYMENT OF PREMIUM - #romiums are payable annually in advance, but they may be paid by half-yearly, quarterly,
montiily or four-weekly instdlments. Vyq premiums are payable oftener than once 4" vear and the policy results into a claim befora all

the instelments of premium have foian due for the current policy year, the nupaid instaiments of premium for that year will be
deducted from the sum assured at 1. seiierent of clain.

2. DAYS OF GRACE — Thirty 4+.s of grace are allowed for the payment’of each renewal\premium; unless the premiums are paid
Within that time, the policy will lzfia svcept as hereinalter provided. If the Life Assured diek during the days of grace before the
remium is paid the sum assured v,/ pe payable after deduction of the ppémium due.- )

3. PROOF OF AGE—If the age derjured hy the life assured in the
Tecessary to be furnished before any 4. vment is claimed on this polic
the same will be rectified during the jjfa

¢ x

toposal for assu{;ﬁ{( is not esfablished, evidence of age will be
. An unintentiona) ey,:‘min_g;m’ will not invalidate the policy hut
time of the assured on payment of the accumulgfed| difference between the premium for the

Orrect age and original premiuii from the commencement of Ahe policy up to the dhte of such payment with interest on each
istalment of such difference at @ ra'« fized by the Company. :

. ¢ : E . / '!- 5 r :
If the age of the life assured 3¢ 1. 1d on his death or the happening of the event
e sumn assured and bonus additions i1 ere10 will be reduced to such amounts
Orrect age at entry by the said prejiinm, in  which event the sum assured
reduced proportionately. e e

1sured against to be unintentionally understated
as neayly as may be, as would have been secured for the

o 1all7the‘ reduced amount and the bonus additions shall
Fe

o o
$ ' i bty Saiks v g

) If at any time it is found that il correct age at entry of the life_gssuted excheded fthe maximum age specified in the Compang}‘s
ules in. respect of the Table and Plagi ynider which this policy is isdued, the r‘n,\t’icy ml) e void and any paymem/snade thereunder will

Wl 2
refunded without interest.. / \

/ ’
Should the age be proved to hase bheen over-stated iy the broposal, the excess of premium paid over
e hasis of the correct age to cover the sum assured will he refulded without\interest. . , ...,
4. RISK OF WAR AND AVIAT{ON —Where a polfcy is effeXted withoudan extra for aviation or Avar risks the life assured is
"uired to intimate to the Compan; hafore engaging i avaiationNpr engaging in active service or précecding to a zone of war-like
Werations and to pay such extra (numiu;{i as may be l\etermined by the Company failing which tHe liability of the Company will
Minate except to the extent of the r.,,.yq’.m]m- value, if a \ 7 : B 75 e 1

\e premium payable on

YA€)

i . “

s

" Travelling as a fare paying pass/fear on an aircraft/ aythorised by the regulations to carry pdssengers on recognised air routes will
M be regarded as engaging in aviaijy, (0 T TS A R Gt DR LR BT O R

3. LAPSED POLICY AND O HiNS—~This poliey will laYse with forfeiture of premiunyd paid and be of no value whatsoever, if any
le preminm or any instalment fhicrenf a5 stiputated in the schedule hereto is not duly faid, i.e. before the expiry of ine period of
i&ys of grace for the paymeut thereu!. wave and esgept otherwise expressly provided herefh, * #g £TRO IR G RO TS TR

i g ac Biwiet b adey

: bl g BT } i oy MR o e U R el 8

(f' REVIVAL OF LAPSED POLICY —1f this poXcy should lapse it may be reviveéh at any time provided that ell overdue premiums
Mth interest thereon at afrate fixed {, the Company, are paid and satisfactory -#roof of the Life Assured’s continued eligibility for
Surance is produced without experise tfthe Company™>~. . .. .. : :

“ AUTOMATIC PAID-UP POLJ
M_icy‘ il in force, is/antomatically 11
Mitions applying fo this policy pravir

rermium is not duly paid afier at least three snpual premiums have been paid, this
a paid-up policy for a yeduced amount payuble in terms of and subject 1o the
sy e ;

m be not less than Shs. 2%0/-.-.. | FHEAY eish

¢ —1f any
verted int
« such s

. 5 i y g S
will b an amount bearing to te total sum assured the same proportion as the number of
< to fhe number of annual ;7miums payable under the policy. In all other cases the paid-up

The paid-up/value on such pali,
Mal premiumg paid on the policy fi

[ By,
Moy will be fquoted on app},can:,u

|

\ Bonuws, if ény alread,\,‘/d elafed gnd still attaching to the po]jn/,éy at the daie of cessation of payment of th(.a premium will remain

1 / ¥ . 4% A . ki A . \ 7
Ytached toAhe paid-up p7hc)‘ ul the policy will not participate ig the profits declared thereafter. ; 3
'/’ j ' i i \ ', . &
PAID-UP POLICY—At Zy’ {inde ufter three years premiums have been paid the Company will, at the request of the legal owner,
le" this policy so fhat\no furblrer v miums are payable and the sum assured is reduced to such a proportion of the original sum
SWred 45 the nurfiber of \'Pars"\urfmi”,“s‘paid bears to the number of yearly premiums payabie hereunder, provided that no such
s ‘".4 - / 4 L b dy . 4 '- . & l. i .. " a
!36{;!4051 will be permitled if the ieidyred sum assured calculated in accordance with this policy condition 1§ould be less than Shs.
/ 4 daie .

: -
; i
§ ;

] S[RRE\'DFR ‘- UE ANIY L ) 474S- -This pn!i«‘f\ if in force shall have a surrender value after two }’631‘_5‘ premiums have been
idy the [ l‘rf uch Salue being gnarantt’;ﬂ at not less than thirty five per cent of all premiums. paid excluding any extra
e a5 il i fi d he first year's premium. Ay
Miums, premiuvins for supplenieiilayy henelits ana the 1irst N 3 ¥

b ; ) 3 . . rt.yy ¢
A loa/n tay be obtained from (he Company On a policy that has a surrender value for am amount not .exceedu'\g 95% ()..the
e 7,- catisfactory proof of title and on such terms as shall from time to time be decided

‘
f :

1y
\ ender'y alue no

15

[

z g e R dakmate ey - until written notice thereof
ﬁ, ASSTG S MENP--This policy tiny he assigned but no assignment shall be bmdlpg. flpufn th;; C(}rfnpan;. lr)fllll.ll writte St i

. s : cents SSPONS . 2 Ju ciency F:
\,ll"d at the Comyany’s Head Office in Nairobi. The Company accepis no re sponsibility for the elfect, sulliciency or Y e

a*’*"L’"men\/H assignments are subject to any indebtedness to the Company in respect of this policy.” s i

B o ] . RL : 1 hands whether sane or insane or at the hands of justice for
s SUICIDEAIn the event of the eah of the life assured by his own hands whether G b o e e tl‘ date of the last
ftrime o ; el fo e the date of the commencement of the risk on the policy or from the 1y 15
dhy Time (om;‘.nuod within twelve wionths from th A ~ S all b Stbalbd proided HomWer hatiha
y, & of 1} licy if any the policy <hull pe void and all payments made to the Company shall be forfeited provide at 1
! the policy il any the polley il pe Ve g . N { his/her pecuniary interest (not exceeding
" K8t of the bona fide assignee foi valuable consideration will be protected to the extent ol his/hife pecumiany R et
e Su el Ly i il g o« been piven to:the Conpany at least one manth prior to the date of the sticide or
B2 M assured) i the notice of dié weeignment has been gnven 5 T Bkt 8 i ol ol T fios g
b ate of the rtlence for which the lile susured meets with death at the hands of justice as the ¢ y . be.

W : o e : Rl S Lo st is usually reparded as a hazardous cccupation he
hy HAz A IDOUS QCCUPATIGN 11 the life assured engages himsell in what is usuaily rega

| : ' i « the Direciors may deem proper according to the circums
h«an immediately inform the Comipuny and pay such extra premium as tie Directors may deem proj i S9opr) gt circum;

- - - “p e o w )

Ji 4

§ LY. de . ¥
| % of each case. - - o g ge ! {
| ,
|

1 s . g RN LTI GO e - A ol o
i i o gt iday ' 4 ] b B i) ‘ ‘ - shat# oy fisk

! TR [ L DU de oty
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Covering Death, Loss of Sight, Dismemberment or Disability Caused by Aecitlent
as Herein Limited and Provided

XYZ INSURANCE COMPANY

(hereinafter called the Company)

does hereby insure the person named as the Insured on the Policy Specification Scheduie to which this Supplementary Contract is
dttached, such person being herein also called the Insured, subject to the provisions herein contained.

THE PRINCIPAL SUM provided hereunder THE ANNUITY provided hereunder is 10% THE WEEKLY INDEMNITY provided

R A M B P of the Principal Sum —10 year limit hereunder is 5 per 1000 of Principal Sum.
On the Policy Specification Schedule fo

Which this Supplementary Contract is '
dttached !

THIS SUPPLEMENTARY CONTRACT is issued in conjunction withbut does not form a part of the Policy to which it is
@ttached and is valid only if the above Supplementary Contract Form and Serial Numbers are stated on the Schedule of the said
F'olicy‘or are endorsed on said Policy. It is issued on the life of the Insured stated on the Schedule of the said Policy (herein also
talied the Insured) in consideration of the premium applicable to this Supplementary Contract shown on the Schedule of the said
Policy or in an endorsement thereto. . :

If, while this Supplementary Contract is in force, the Insured shall sustain bodily injury effected directly and independently
0f all other causes through external, violent and accidental means of which, except in the case of drowning or of internal injury
Tevealed by an autopsy, there is evidence of a visible contusion or wound on the exterior of the body (hereinafter referred to as
“Such injury”), the Company, on receipt and approval of proofs,will, subject to the provisions and conditions contained herein or
Which may be endorsed hereon, pay an indemnity according to the following Schedule of Indemnities, but only one of the amounts
 Recified in Items 1 to 7 inclusive, the larger, will be paid for injuries resulting from one accident.

SCHEDULE OF INDEMNITIES.— If “such injury’’ alone shail, within 90 days from the date of accident, cause:—

I dutiossiof Bife: it OB R R R TR N b ol e Sy R e The Principal Sum
2. Lossof two or more Limbs by amputation at or above Wristsor Ankles. . . ............. The Principal Sum
3.  Total and irrevocable loss of sight inboth Eyes. .. ............. TS R e R s e The Principal Sum
4. Total and irrevocable loss of sight in one Eye and loss of one Limb by amputation at or

above Wirist or- ANKEL S v il 386 dabodan Lot sR AR VUSRSt By o o e R e The Principal Sum
5. Lossof one Limb by amputation at or above Wristor Ankle .. ............... g One-Half The Principal Sum
B Totahand irrevocabledoys of sightimane Bym .. oics o U 0 Lol s Ja iU ey ««...0ne-Third The Principal Sum
7. Lossof Thumb and Index Finger of either Hand by amputation at or above the :

metacarpo-phalangeal JOINTS. . "0 as vt v e vt e sut i s by P n e s e s ale 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:— XS :
8. Temporary, total and continuousdisability and prevent the Insured from date of accident
from performing any and every duty pertaining fo his occupation, during suchdisability . . .
9. Partialdisability and prevent the Insured from date of accident or immediateiy following total :
disabilityunder Item 8 above from performing ope or more duties pertaining to his occupation %/l;e-li-loulrtg ‘of the
it deh o R TR SR R S T i o i bl
Provided that the total of the period for which weekly indemnities may be paid under Item 8
- and/or 1tem 9 of this Schedule shall not exceed fifty-two weeks in respect of any one accident
calculated from the date thereof; and further provided that disability of less ihian one week’s

The Weekly Indemnity

duration shall not be indemnifiable. e :
10. Permanent, total and continuous disability .and prevent jche Insured from ¢rgaging in any
occupation or employment for wage or profit or from giving attention to ¢~ susiness what-

soever and provided that indemnity has been pa_nd under ltems 8 and/or 9 fo " ty-two weeks s ARty

\ the Company shall then pay, in equal -monthly installments w.hnch' ghall be t; ‘e at the end :

: of each month, during such permanent, total and continuousdisability, but f¢: © pericd not to
exceed tenyears . . ... .. ks R SO SR e i It S IR R e T

PASSENGER AVIATION INDEMNITY.— The Company will pay an indemnity . provided in Items 1 to 10, inclusive, to the

Xtent provided in this Supplementary Contract, for loss specified herein which, dir . ‘ly and independently of all other causes,

all result within ninety days from the date of accident from injuries sustained wiiiz the Insured is a passenger in an aircraft

Perated by a commercial passenger airline on a scheduled air service over an established! passenger route.

"DOURBLE INDEMNITY.— The amount payable in above Iterqs1 to 10, inclusive,sis..!(Abe douk;!ed if ““such injury" is sustained:
(a) while the Insured is riding as a passenger within any mechamcally propelled Non-u:‘nall Public anveyance which a Comrqon
Wrier then operates and regularly despatches for hire over an established land transportation route in a regular passenger service;

{b) while riding as a passenger in a reqular Passgnggr E:lelvgtor Car (elevators in mings excluded); or (c) in consequence of the
Urning of any Theatre, Hotel or other Public Building in which the Insurec shall be at tiie commencement of the fire.

WAIVER OF PREMIUM.— Should the Insured become e_ntitled to i.ndem.nity undar ftem 2,3,4,'or. 10 o_f the abovz Schedule of
nd‘-"mnities the Company will waive all premiums on the Policy aforesauq which fall dt : after su;h indemnity ha_s b.ﬂer? awarded

In case'a Total and Permanent Disability Supplementary Contract is also atta'chev‘ 10 and in force with sand'Pol.:c'y, then' t.he

,;ai"e' of Premium benefits, specified in the aforesaid Supplementary Contract in rc;.fzect of total permanent disability resuiting

"om bodily injury, instead of the Waiver of Premium Clause specified in this Supplementary Contract, shall apply.

QUARANTINE INDEMNITY.—If the Insured, as a direct and exclusive result of Quarantine Regulations, be deFamed and

i ®vented from following his usual occupation and business or giving any attention thc"gto \ﬂ/hat?oe‘,‘er, and Dr?\fldt’(f tfxe Instred

\ Mot guftering from the disease which has necessiFated the Quaranti{\e, the Company wail pay h‘sm a ?ufm equa.;o tt:'e dmOjL‘lAf:thf

aey\/‘»leek[y Indémni_ty above specified, for the penod of such detention, but not to exceed a period of four consecutive weexs tor
One such detention. )

y, The conditions which are printed

Natures hereto affixed.
] The Date of this Supplementary Contrac

I‘te is shown here.

on the back hereof are part of this Supplementary Contract as fully as if stdted over the

t shall be the Policy Date of the Policy unless a different Supplementary Contract

EssT

=T e
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R GENERAL CONDITIONS 158.

SUPPLEMENTARY CONTRACT AND APPLICATION CONSTITUTE ENTIRE CONTRACT— This Supplementary Contract
with the application therefor, copy of which is contained in the Policy to which this Supplementary Contract is attached, shall
constitute the entire ccitract between the parties. No statement made by the applicant for insurance not included in

. said application shall avoid this Supplementary Contract or be used in any legal proceeding hereunder. No agent has authority to
change this Supplementary Contract or to waive any of its provisions. No change in this Supplementary Contract shall be valid
unless approved by an executive officer of the Company and such approval be endorsed hereon.

CHANGE OF OCCUPATION TO GREATER HAZARD.— No rznuction shall be made in any indemnity. herein provided by
reason of change in the occupation of the Insured or by reason of his doing any act or thing pertaining to any cther ocrupation.

NOTICE OF CLAIM.— Written notice of injury on which claim may be based must be given to the Company within twenty
days after the date ot the accident causing such injury, In the event of accidental death, immediate notice thereof must be given ta
the Company. Such notice given by or in behalf of the Insured or Beneficiary, as the case may be to the Company at its Office
specified on the Schedule of said Policy or to any authorised agent of the Company, with particulars sufficient to identify the |
Insured shall be deemed to be notice to the Company. Failure to give notice within time provided in this Supplementary Contract
shall not invalidate any claim if it shall be shown not to have tieen reasonably possible to give such notice and that notice was given
as soon as was reasonably possible.

PROOF OF LOSS. The Company, upon receipt of such notice, will furnish to the claimant such forms as are usually furnished
by it for filing proofs of loss. If such forms are not so furnished within fifteen days after the receipt of such notice, the claimant
shall be deemed to have complied within the requirements of the Supplementary Contract as to proof of loss upon submitting
within the time fixed in the Supplementary Contract for filing proofs of loss, written proof covering the occurrence, character and
extent of the loss for which claim is made.

FILING PROOF OF LOSS.— Affirmative proof of loss must be furnished to the Company at its said office in case of claim
for loss of time from disability within ninety days after the termination of the period for which the Company is liabie, and in =ase
of claim for any other loss, within ninety days after the date of such loss.

MEDICAL EXAMINATION,— The Company shall have the right and opportunity tc examine the person of the Insured when
and so often as it may reasonably require during the pendency of claim hereunder, and also the right and opportunity to maka an
autopsy in case of death where it is not forbidden by law.

SETTLEMENT OF CLAIM.-- All,indemnities provided in this Supplementary Contract for loss other than that of time on
account of disability will be paid immediately after receipt of due proof. Upon request of the Insured and subject to due proof of
loss all accrued indemnity for loss of time on account of disability will be paid at the expiration of each four weeks during the
continuance of the period for which the Company is liable, and any balance remaining unpaid at the termination of such period
Will be paid immediately upon receipt of due proof. ¢

PAYMENT OF INDEMNITIES.— Indemnity for loss of life of the Insured is payable to the Beneficiary under the Policy to
Which this Supplementary Contract is attached, if surviving the lInsured, and otherwise the estate of the Insured. All
other indemnities under this Supplementary Contract are payable to the Ov .er of the Policy.

LEGAL PROCEEDINGS.— No action at law or in equity shall be brought to recover on this Supplementary Contract prior to
the expiration of sixty days after proof of loss has been fi!e‘d in accordance with the requirements of this Supplementary Contract,
nor shail such action be brougnt at all unless brought within two years from the expiration of the time within which proof of loss
is required by the Supplementary Contract. \ :

RENEWAL.— This Supplementary Contract may be reqewed wi'th the conserit of the Company from term to term by the
Payment of the premium in advance at the Company’s.premlum rate in ’rprce at time of renewal. A grace period o'f thirty one days
shall be granted for payment of any premium after .the first, and durmq thls period o1 race the Insurance under this Supplementary
Contract shall continue in force. If, at the expiration of the grace period, any premi 1 due and payable under this Supplementary
Contract shall not have been paid and the Automatic Premium Loans provision of th: "olicy to which this Supplementary Contract

i attached is effective, the said provision shall apply to the premium hereunder.

TERMINATION.—The Insurance under thi_s sUpplem‘enta'ry_Contract s_hall aui inatically termin_atg:(a) if any pre'mium on .|
this Supplementary Contract or on the Policy to whlch it is attac.hed is not pait Awhen due or v'wth.m the.grace period, (b) If ||
\ 8id Policy is surrendered or converted under the thlon_s, if any, quoted in the lf Pi co¥um Payment is Dlscontmueq” pfovisions _of
“Said Policy or (c) on the annivgrsary date of said Policy nearest to the sxxty-fxfth(:.x;.rmda_y o‘f the Insured, Termmguon qf this
pplementary " Contract by the Insured or by the Company sha!l be wtthou't( prejudlce tp any claim arising prior to
Such termination . Whenever this Supplementary Contract shall be terminated, the additional premium therefor shall no fonger be
Payable and there shall be no value on account thereof except for the return of thel: ec‘i portion, if any, of sugh premium paid
Which covered the period during which termination became effective, together with ny additional premiums paid which fall due
after termination. The Subsequent payment or acceptance of any premium herteunucr shall not create any liability unless this
Pplementary Contract is reinstated but the Company shall refund any such premiuim. :
REINSTATEMENT.—If default be made in payment of the agreed premium fm" this Supplemeptary Contract, the insurance
hETeunder'may be reinstated with the consent of the Company but only if the Pelicy to which this Supplementary Contract is

8tached is in full force with no premium in default thercon. Suéh reinstatement shalt only cover loss resulting from accidental
Mjury thereafter sustained. W ;
RISKS EXCLUDED.~ The insurance under th.is Supplementary Contract sh.aH not cover any loss or disability caused directly,
Or indirectly, wholly or partiy, by (a) self-destruction or any attempt thereat while sane or insane, (b) war, declared or und‘eclared,
“rikes,riotsc'ivil war revolution,or any warlike operations,{c) military, naval or air force service in time of declared or undeclared
ar or whiie under orders for warlike operations or restor'ation' of public order, {¢) ‘makmg an arrest as an officer of the law,(e) {
sault or murder or any other violation or attempt of violation of the’lgw or'resxst‘ance to arrgst, (f) heatstroke or sun.stroke, |
’(g) participation in any brawl, (h) racing on wheels, (i) pregnancy or chltdmfth, (j} accident oceurring whlle or pecause the msur.ed
Saffected by alcchol or any drug, (k) hernia, ptomaines or_b_acterza!» mfec?:on (except pyogenic mfect!on whach shall qccu': \.I'h \
Nd through an accidental cut or wound), (I} any disgase or sickness, (i) poison, gas or furr@, { v;)luntarlly'orvmvo-lunt?n!y rmi\d—ﬁé
enterir:.g, operating, or servicing; ascending or fae}:gegd:ng‘ rromt or githf a‘r:;/ aerial device or conveyance except as provide
g anity provision of this Supplementary Contract. ) §
Me&lg}\sj-g?;e{}?é:;;a"dlgor\?.—'-n%.j‘?ir;ns(?pgIementary Contract shall be non-participating and shall not share in the surplius earnings

4'0 l. a ' . . . e . i ar
“pon the YOCCU"T“”C'C of any of the losses described in ftems 107 inclusive of this Supplementary Contlact, all insurance.

fhefeundgr shall immediately cease as to injury from any subsequent accident,
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ACCIDENT AND DISABILITY BENEFITS

A. ACCIDENT BENEFIT:

If at any time when this policy is in full force and effect the Life Assured ; : i
t'ne.premium is payable or before the policy anniversary on wf!fic/.: fi::;eag’ebs;irtet:irrﬁézplgfﬁ;thf‘fpezw for thlPCh

: v\fhlchever is earlier, shall sustain any bodily injury resulting solely and directly from actidentecaLepdsfurEd . EO
violent e'mc.i visible means (except in the case of drowning or of internal injury revealed by aut b o Our.v‘fdrd
shall, 'wuthm 90 days of its occurrence solely, directly and independently of all other caZ*el; frJészl) a.nthUCh 'n’U”:
the Life Assured then the Company shail pay an additional sum equal to the 4 e s et

- as specified in the schedule to the policy, viz. Shs........... T eMEG o LI
SRt L AT SR e
~provided however that such additional sum payable in respect of this pohcy .t;).g-e't!'ul-:; wnhan s ] h dd -
sums payable under other policies on the life of the life Assured issued by the Compan skally pihk bl
SOOfOOO/' and provided no monthly instalments are being paid or premiums waived unider tyhe éﬁsa?)ﬁitts)t()(;eneeiitsm'

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 p_avable 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, and proves the same to the satisfaction

of the Company as herein provided, the Company agrees:-

() To pay in monthly instalments spread over 3 years an additional sume
e 3 S qual to the suma
death as specified in the policy, Viz. SRS S Maa e AR e ssured payable cn

(Shillings . ......- b SRR B SRR U e R R b BRI o)
* However, if the Life Assured dies before the expiry of the said period of 3 years as a conseouenceof th;

aqcident v_vhich has cau_sed his (her) disability, the disability berefit instalments which have not fallen due
will be paic together with the deatb‘benefit provided that such: additional sum payable in respect of this
policy together with any such additiona! sums payable under other policies on the life of the Assure:,:j
issued by the Company shall not exceed Shs. 500,000/ -. gl

(2i To waive the payment of future premiums up to an assurance of Shs. 250,000/~ Basic Sum on the
following conditions:-

(a) The maximum aggregate limit of assurance under all policies issued by the Company on the same life
to which the benefit of the waiver will apply shall not in any event exceed Shs. 250,000/~ Basic Sum
if there be more policies than one and if the total assurance exceeds Shs. 250,000/- Basic Sum thé
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 disability is furnished
to the Company shall be only for the assurance if any, exceeding the maximum aggregate limit of

She. 250,000/ Basic Sum.
(b) The waiver of premium shall automatically extinguish:-

(i) all options under this policy except as to such assurance if any as exceeds the maximum aggregate
limit of Shs. 250,000/~ Basic Sum and which may have been kept in force by continued payment

of premiums, and i

(ii) the benefit covered by the '‘Accident Bénefit’ Clause.

C. CONDITIONS AND PROVISIONS APPLICABLETO
ACCIDENT BENEFIT AND DISABILITY BENEFIT.

(1) Provided further that the Company shall not be liable to pay Accident Benefit or Disability Benefit
hereunder if the disability or death of the Life Assured shall:- ¢
s e Bk e RN R R e e S R
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(i) bAe causgd by nntentipnal sel.‘-injgry, attempted suicide, insanity or immorality 6r whilst the Life
ssurec is under the influence of intoxicating liquor, drug or narcotic: or :

(i) take p!acg as a result of accident while the Life Assured is engaged in aviation or aeronautics in
any ca;?acsty othgr thap that of a fare-paying, part-paying or non?paying passenger in any aircraft
which is authorised by the relevant regulations to carry such passengers and flying between
established aerodromes, the Life Assured having 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 m'otor-

;:yclt)e racing or pace-making either as a driver or passenger or racing of any kind (other than on
oot); 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 nolice duty in any military, naval or
police organisation. : 5 ,

(2) The disability above referred to must be disability which is the result of an accident and must be tota! énd
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 ar;y wages, com-
pensation or profit. : - dk
Accidental injuries which independently of all other 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 and one foot at or above the ankle, shall be deemed to
constitute such disability. .

(3) Immediately after the happering 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 within-
mentioned 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, of 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 bafore 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 B 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. j

Any premiums wrongly waived or instalments of additional sum assured wrongly paid shall form a debt
on this policy, recoverable with interest. :

S
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SUPPLEMENTARY ‘CONTRACT ~ = '

> ;
Issued by b lavkut i
XYZ  |NSURANCE COMPANY |
e R e T S Va'diey
therelnafter cql!gd the-Companyl ... | !
. BAS'C AMOUNT OF ’OPTION‘ .\(':1‘ sidact '..' l o l. '..’,_" '—::ot‘..:.t-"::o.a ",‘:‘,;l:':l{._-.’:

~stated In'the Policy, except that the premium for this Supplementary Contract shqlt"ceuse o b6 payable .
_ whenaver this Supplementary Contrac,t}er'r_ninmes._ Pdgron WIS _ : .

PR oot RADER -t e e

e ]

4!

OPTION TO PURCHASE ADDITIONAL INSURANCE

OPTION DATES: + Each of the pollc;onniver'sarles on which the Insured's age

VTG e 10 nearest birthday s 25,28, 31,34, 37 0r 40, .
PR P O | e i b AP SRR R PR A s YIRS O
o At o gk Bt i. A P e Wl A S RS0
EXPIRATION DATE b !z The policy onniversary on which the'Insured's age nearest
) A | ‘birthday Is 40, i
P R Y3 Wk Pt ALY WAL T AT i M) gt i
! | ) iRy |

: (il S o i :

THIS SUPPLEMENTARY CONTRACT forms a part ofthe Policy to which l!:Is attached and is valid
anly if the above Supplementary Contract Form and Serial Numbers are stqtqd on the face of said
Policy or are endorsed on said Policy. It is issued in connection with the life of the Insured, named on
the Face of the Policy, in consideration of the application attached to the Pplicy-and-the-premivm - -
applicable to the Supplementary Conlract shown on thfa face of said Policy for in an endorsement. .. .- .
thereto. ' The' premium for this Supplementary Contract is payable-under the same “condilions as’are * .- . .

|
|
4
"

it e it e 41 s [ cn i o e i iy ¢4

'[HE. COMPANY‘WILL PERMIT THE PURCHASE OF ADDITIONAL INSURANCE on the life
of the Insured, without new evidence of insurability, on each of the Option Dates shown above, pro-
vided ‘that on the date of such purchase- this Supplementary Contract and the policy to which it is
attached are in full force with no premiums in default. Such purchase shall be subject to the following -
condlliofm :. i SN 0 o R T A e L PR S e v 'f P i B L *u‘z & Lo S n
' y additional insurance. to be purchased ur')der this Supplementary

‘and seftlement for the full first premium on such addi[!pnql insurance shall be submitted
'go;\):;ago?:pa:w ot its Office either on the Oplion Date as of which the, additional insurance is
being purchased or within 60 days prior thereto. The effective dat+) “f.;ich additional insurance
L ae hallgbe the Opticn Date as of which the insurance is beingApurch‘osed but only if the Insured is
5-‘:lvln on such Option Date and if all conditions of this Supplementary §ontroct are met. The
l?calion for additional insurance must be for a plan of level whole life or endowment insur-

- gf:sa written by the Company on the Option Date for the amount of the ad.ditiono! insurance,

_l_':l\.:.' o 28 S g0,

(1) Proper written application for an

57

o The face amount of the additional insurance which may be ‘purchased on each of ihe Option
2 Tr:)hc: fsascheol?'é‘e ihe Basic Amount of Option.  The right on any particular Ophon Date to purchase
gd?l’onal insurance equal to the Basic Amount of Option shall expire if not exercised on or
gefc::e that Option Date, but such expiry shall not offect the right, if any, on gach subsequent
Optiop Date to purchase additional insu.ron-ce equal ‘? the Basic Amc?untlof Option. "
: dditional insurance shall be issued on the form and at !he premium rales in
- Bl go?ﬁz f(?éntgzn(; in‘ :he area where the Insured is residing at the effective date of the new:
use by The premiums shall be based on the then atiained age nearest birthday of the lasured,
pohcyl(. ndpfcce omount of the new policy, and the mortality classification of the policy to
'h:- ‘;‘c:g;:supplem@“""y Conlract is aftached. Any restriction contfained in the Policy to which
mis.cSupP'GmB"er Contract is attached shall be contained in the new palicy.

groﬁling benefils in addition to the coverage cfforded

. i t of total ond permanent

i cluding but not limited to benefits In the even

:Ygtt},‘;?usa;:cdzlc:olgl bi;\ oicidgeniol means, may be included only with the consent of the Company -
is

and upon poyment of such odditional charge as the Company may determine.

(4  Any ogreement altached to the new policy
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SUPPLEMENTARY CONTRACT

i ADDITIONAL LEVEL TERM INSURANCE
Issued by
XYZ INSURANCE COMPANY

This Supplementary C
ry Contract forms a part of the Poli ich it i
] ( r . e Policy to which it is att is i i
S:\Js;;ﬁ::ns;::ed og the face pf smFI Policy (hgrem also called the Insured) in(::og(s:irlieg'ot!t 0 lfss;:ed - .the.llfe bk
k) ary Contract, either in the application for said Policy or subsequent! ir:onc; gL it s
2 Pd ,Z, and payment of the additional premium applicable to this Supplement ; G b o S
said Policy or in an endorsement thereto. o i e bl L

y ag 5 t ici f h
e omp-on agrees to pay to the benef:cnory or beneficiaries of raco f id Poli t
( Ih' ,‘( ; . | o ok By : i 1 - ?‘O said olxcy, in addition to the
state: elow upon receipt of due pfOOf that the death of the Insured has occ ; i {

; d.b t h of occurred prior to the Expiry Date shown

mim;l;fRMlNATION OF INSURANCE. The insurance un.de'r this Sup?lementory Contract shall automatically ter-
O th Bl Dt fti Suplamtcry Contctor an prevous s of this Spplemantay Con-
2 Lf”g:xé)r:r:z::rr;a(?g ;ZSI?CS?HCY or on this Supplementary Con!roct is not paid when dug or in the grace period
3 illr Pl e ISR SR et

Whenever this Supplementary Contract shall be termi

erminated, the additi i
be payable and there shall be no volvue on account thereof. The 5ub5equensg;o':gelzr?tremlum i el i Ehas
hereunder shall not create any liability but the Company shall refund any sucyh premC;L:‘CCeptance gl e Lt

CONVERSION PRIVILEGE. At any time while this Su I :
pAL AL pplementary Cont is i i
mgnent Disability of the Insured, if a Supplementary Contract grontiné dz’;gﬁft‘y 'Zet:ei?'rcg prior to Total and Per-
this Supplementary Contract may be surrendered to the Company in exchange for any n S is onochgq to !he Pglicy,
Endowment Policy in use by the Company os of the date of surrender, issued at the sg’mf\zlnon-?crtngnpatong L:fe <.
plementary Contract, of' a Face Amount ofA insurance equal to or less than the Term4|ngmgf,sc§ rongg as this Sup-
(but not less thar the minimum policy then issued by the Company for the plan selected) dat dpfow ed hereunder
sun:nder aqﬁ cgt a premium according to the Company’s rate then in use for the attained coee fctshOfl e ge
exchange wi he made by the Company, without evidence of insurability, at any time u t?a ":‘ e Insured. The
years prior to the Expiry Date of thns‘Supplquenmry Contract; evidence of insurability, i pl s e anniversary five
isfactory to the Company will be required for exchange thereafter. Y fslaing YRogheashoddn,
The new Policy will be issued with benefit for Total and P lsabili
! H ! | ermanent Dis i i d ;
dence of insurability, only in the event that such ‘benefit is in force under ;}Si:‘glt:épmc:r:\/eer:tOf Pgm'”m' Withoutgyl-
oF | Convarain; o \,") ary Contract at the date
. \ i
.A_UTQMATIC CONYERSION. If on the anniversary five years prior to the Expiry Date, the Insured shali
receiving disability ber\efns provided under any Supplementary Contract attached thereto this Suppl réd snali e
tract will be automatically convertgd to a non-participating Ordinary Life Policy issued olt the sogwp erlnentofry o
and for ﬂ"\e same Face Amount of insurance as this Supplementary Contract, and at a premium ic a;s A
Company s rate in use at the date of such conversion for the attained age of the Insured. Any pr S by Rt
palicy falling due during the continuance of such disability will be waived. AT A S
58l
SUPPLEMENTARY CONTRACT PART OF POLICY. This Su !
M . { A pplementary Contrac i i
and the provisions of said Policy are hereby referred to and made a part h'ereo);; excerpt ttrfstcf“ pe ool spig BRI
1. The provisiors “1f Premium Payment is Discontinued’’ and “Chon/e i ol
‘ ‘ ' s in Plan i i i
shall not be applicable to this Supplementary Contract. S gl ionideh e g
2. If the Insured commits suicide, while sane or ‘insane, within two
i ' ’ years from the Supp!
Date or from any reinstatement of the Supplementary Contract, the insurance he;%asge:}:gnfontrc{ct
equal to the premiums paid on this Supplementary Contract and no more. sy
3. This Supplementary Contract shall be incontestable after it has been in for i ifeti
. ce d . .
sured for a period of two years from the Supplementary Contract Date. g Jhp JiRpme Rt Feslit

: REINSTATEMENT. This Supplementary Contract may be reinstated, provided said Policy is in force with nc
premiums in default thereon, at any time within five years after default in payment of premium upon writte ‘ l'o
cation to the Company with the production of evidence of insurability, including good health, satisfacto ntapfh'-

, - Company, together with payment of overdue prenaums with iruerest to the date of reinstate'nc':nt at a rat L t 7
est determined by the Company, compounded annuaily. : il
estable clause herein, this Supplementary Contract shall be contest-

In addition to the provisions of the incont
statement, on account of fraud or misrepresentation of material facts

able for two years following the date of any rein
pertaining to such reinstatement.

NON-PARTICIPATING. This Supplementary Contract will not share in the surplus earnings of the Compuny.

TRACT DATE. The date of this Supplementary Contract shall be the Policy Date o

SUPPLEMENTAKY CON
Supplementary Contract Date is shown here. :

the Policy unless a different

PADEAMOUNT s s refiietn v s S vile b agabip SR SE R It AT

K BIRY DATE 1447t o sl 5 4 o gas inb s RESma B N WS (i 403
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APPEND X &E

o MULTIPLE INCOME BENEFIT
,_\: "{i:‘;) hipe 5 Issued by %
LTy, XYZ INSURANCE COMPANY:
Rl V~-\ _;"_“(7 “' <. (hereinafter called the Compdny)

TiAIS SUPPLEMENTARY CONTRACT forms a part of the Policy to which it is attach=d and is valid only if the above Suople-

mentary Contract Form and Serial Number are stated on the Face of ssid Policy or are endorsed on said Policy. It is issued on the

life of the Irsured stated on the Face of said Policy (herein also called the Insured) in consideration of the premium appliceblz to
this Supplemer.iciy Contract shown on the Face of said Policy or in an endorsement thereto.

THE COMPANY AGREES to pay in accordance with the Beneficiary designation of the Policy and in addition to the amount
otherwise payable eccerding to the terms of the Policy, the Monthly Income stated below, upon reczipt of due proof that the

death of the Insured has occurred prior to the Expiry Date indicated below. The Monthly Income shall commence upon the date
cf said death and shall terminste with the last monthly payment due prior to the Expiry Date.

The Mcnthly Income Payments may be increased in any one year by such additional interest earnin

gs as the Company may,
at its discretion, declare.

In the event of the death of the payee vrhile Monlhly |néomc Benelits are being pdid, future payments, if any remain, will be
made to any duly desigrated contingent or successor payee living at the time of such death, or, if there are none then living, one

lun.p sum payment of the Commuted Vaiue of payments then remaining will be made to the Executors or Adnministraccrs of the payee
who died while recziving the fAonthly Income Benelits. ;

No beneficiary entitled ta the payments or any part thereof provided by this Supplementary Contract shall have the right to

commutce), withdraw, surrender, encumber, alienate or assign the same upon any terms whatsoever unless by the written permission
of the Owner.

If a payee entitled to receive the Monthly Income Benelits is other than a natural person taking in his or her o

if the Policy shall be subject to an Assignment, then in either case, the payments, if any, under this Supplementary C

wh right, or
F\a“
be commuted and paid in a single sum.

ontract s

w
P COMMUTED VALUE. Any commutation under this Supplementary Contract shall be computed on the basis of interest at

the rate of 39 per annum. The Table of Commuted Values on the reverse page illustrates Commuted Values at 39 for full years
to Expiry Dote (actual commutation will be based on exact number of Monthly Income payments remaining).

CONVERSION PRIVILEGE. At any time while this Supplementary Contract is in force prior to Total and Permanent Disability
of the Insured if o Total and Permanent Disability Supplementary Contract is attached to *he Policy, it may be surrendered to the
Company in exchange for a new Life or Endowment Policy issued at the same class of rating as this Supplementary Contract, for a
face amount of insurance equal to or less than the Commuted Value of this Supplementary Contract at the time of such Conversion.
The new policy will be issued as of the date of surrender upon any policy form, as limited above, in use by the Company as of
the date of surrender at a premium according to the Company's rate then in use for the sttained age of the Insured. The exchange
will be made by the Company without evidence of insurability. The new policy will be issued with benefit for Total and Permanent

Disability Waiver of Premium, without evidence of insurability, including good health, satisfactory to the Company, only in the
event such benelit is in force under the Policy at the date of conversion.

TERMINATION OF INSURANCE. The Insurance under this Supp
(1) On the Expiry Date of this Supplementary Contract. -

(2) Ifany premium on the Policy or on this Supplementary Contract is not paid when due or within the grace period allowed
under the policy.

lementary Contract shall automaticaily terminate:

(3) If the Policy is surrendered or converted under one of the Options,
discontinued” provision of the Policy or otherwise terminated.

(4) If the Policy becomes paid up for its Face Amount.

Whenever this Supplementary Contract shall be terminated, the additional premium therefor shall no longer be paysble and
there shall be no value on account thereof except for the return of the unearned portion, if any, of such additional premium paid
which covered the period during which termination became effective, toiethcr with any sdditional premiums paid which fall due

alter termination. The subsgquent payment or acceptance of any premium hereunder shall not create any liability but the Company
shall refund any such premium. < .

SUPPLEMENTARY CONTRACT PART OF POLICY. This Supplementary Contract shall be part of the Policy and the

provisions of the Policy are hereby referred to and made a part hereof, except that:

(1) TheProvision "Other ways in which the Proceeds of this Policy may be paid” will opply only if the Commuted Value
is payable upon the death of the Insured.

(2) If the Insured shall die as o result of suicide within two years from the Date of lssue or from any reinststement of this
, . Supplementary Contract and while the Policy and this Supplementary Contract are in force, the liability of the Company

hereunder shall be limited to the payment to the Beneficiary in one sum of the amount of premiums actually paid on this
Supplementary Cantract.

(3) This Supplementary Contract shall be incontestable after it has been in force during the lifetime of the Insured for a
period of two years from the Date of lssue or from any reinstatement of this Supplementary Contract.
(4) This Supplemzntary Contract shall not be reinstated unless the Policy is in full force with no premiums in default thereon.

(5) This Supplementary Contract shall be non-participating and shall not share in the surplus earnings of the Company
during the lifetime of the Insured. After maturity acditional interest earnings as provided above may be payable.

The Date of this Supplementary Contract shall be the Policy Date of the Policy unless a different Supplementary Centract
Date is shown here.

if any, 'given under the “If Premium Payment is

Initial Monthly Income................. T
Multiple Benefit .. .......... AT ) e B Years

BxpifyADAte L aat i s e S .
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“"be commuted and paid in a single sum.
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PROGRESSIVE MULTIPLE INCOME BENEFIT
lssued by

' XYZ -INSURANCE COMPANY

(hereinatter called . Company)

|
!
THIS SUPPLEMENTARY CONTRACT forms a part of the Policy to which it is attached and is valid only if the above Supple-

“mentary Contract Form and Serial Number are stated on the Face of said Policy or are endorsed on said Policy. It is issued on the
life of the Insured stated on the Face of said Policy (herein also called the Insured) in consideration of the premium applicable to
this Supplementary Contract shown on the Face of said Policy or in an endorsement thereto. -

THE COMPANY AGREES to pay, upon receipt cf due proof that the death of the Insured has occurred prior to the Expiry
Date indicated below, a Monthly Income which shall be equal to the Initial Monthly Income increased on each anniversary of the
Suprlcmentary Contract Date by 315% of the prior year's amount. The Initial Monthly income is stated below. The Monthly Income
shall commence upon the date of said death and shelrterminatc with the last monthly payment due prior to the Expiry Date. Payment

will be in accordance with the Beneficiary designation of the Policy and in addition to the amount otherwise payable according
to the terms of the Policy.

The Monthly Income Payments may be increased in any one year by such additional interest earnings as the Company may,
at its discretion, declare. -

In the event of the death of the payee while Monthly Income Benefits are beinﬁ paid, future payments, if any remain, will be
made to any duly designated contingent or successor payee living at the time of such death, or, if there are none then living, on2

lump sumclaaymznt of the Commuted Value of payments then remaining will be made to the Executors or Administrators of the payee
who died while receiving the Monthly Income Benefits.

No bencficiary entitled to the payments or any part thereof provided by this Supplementary Contract shall have the right to
c?ml:nuté, withdraw, surrender, encumber, alienate or assign the same upon any terms whatsoever unless by the written permission
sf the Owner. ! i

|

|

f (L == If a payee entitled to receive the Monthly Income Benefits is other then a natural person taking in his or her own right

or
,if the Policy shall be subject to an Assignment, then in either case, the payments, if any, under this uprl)lemcntary Contract shall

COMMUTED VALUE. Any commutation under this Supplementary Contract shall b I to th | t of Monthly |
payable on the date of death times the number of full months between Zc date of death :n:!q(‘;\: E:pircy g:?:.n T

CONVERSION PRIVILEGE. At any time while this Supplementary Contract is in fcrce prior to Total and Permanent Disability
of the Insured if a Total and Permanent Disability Supplementary Contract is attached to the Policy, it may be surrendered to the
Company in exchange for o new Life or Endowment Policy issued at the same class of rating as this Supplementary Contract, for o
face amount of insurance equal to or less than the Commuted Value of this Supplementary. Contract at the time of such Conversion.
The new policy will be issued as of the date of surrender upon any policy form, es limited above, in use by the Company as of
the date of surrender at a premium according to the Company's rate then in use for the attained age of the Insured. The exchange
will be made by the Company without evidence of insurability. The new policy will be issued with benefit for Total and Permanent
Disability Waiver of Premium, without evidence of insurability, including good health, satisfactory to the Company, only in the
event such benefit is in force under the Policy at the date of conversion. !
|

TERMINATION OF INSURANCE. The lnsurance under this Supplementary Contract shall automatically terminate:

(1) On the Expiry Date of this Supplementary Contract. ‘

(2) If any premium on the Policy or on this Supplementary Contract is not paid when due or within the grace period allowed
under the policy. |

(3) If the Policy Is surrendered or converted under one of the Options, if any, given under the “If Premium Payment is

discontinued” provision of the Policy or otherwise terminated. |

(4) If the Policy becomes paid up for its Face Amount. !

Whenever this Supplementsry Contract shall be terminated, the additionsl premium therefor shall no longer be payable and
there shall be no value on#ccount thereof except for the return of the unearned portion, if any, of such additional premium paid
which covered the period during which termination became elfective, loiether with any additional premiums paid which fall due
ofter termination. The subsequent payment or acceptance of any premium hereunder shall not create any liability but the Company

shall refund any such premium. |

SUPPLEMENTARY CONTRACT PART OF POLICY. This Supplementary Contract shall be part of the Policy and the

provisions of the Policy are hereby referred to and made ¢ part hereol, except that

(1) TheProvision “Other ways in which the Proceeds of this Policy may be paid” will apply only if the Commuted Value
Is payable upon the death of the Insured.

(@) I the Insured shall dic as a result of suicide within two years from the Date of lssue or from any reinstatement of this
Supp!cuentary Contract and while the Policy and this Supplementary Contract are in force, the lisbility of the Company
hereunaer shall be limited to the payment to the Benehclary in one sum of the amount of premiums actually paid on this
Supplementary Contract.

This Suppl tary Contract shall be incontestable after it has been in force during the lifetime of the Insured |
@ pcr'iod“z?::;"n?u lroo’:n J\t Date of lssue or from any reinstatement of this Suppluunw'y‘ C;:uoct. by o by

(4) This Supplementary Contract shall not be reinstated unless the Policy is in full force with no premivms in default thereon.

This Supplementary Contract shall be non-participating and shall not share in the surplus earings of the Company
®) dwingulhc lifetime of the Insured. Alter maturity oﬁncml interest earmings o provided sbove may be peyable.

The Date of this Supplementary Contract shall be the Policy Date of the Policy unless ¢ different Supplementary Contract
Date is shown here.

Initiel Monthly Income. ... O o i isisiad
M,lup‘gam 20 .............. YM

Expiry Date. ... JANUARY 1, 1995+« vreves

— —— — ——
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