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BACKGROUND

All Accident & Sickness policies sold by Combineduirance Company of
America inthe common law provinces (All the provinces andtératories
with the exception of Quebec) contain what are kasvitatutory
Conditions, conditions which must be included ie dontract.

The purpose of this module is to look at each eftA conditions in depth
and details, as well as offer comments after eackiton.

Finally, we will look at specific contracts sold Bypmbined and dialogue
why some of these conditions are omitted/excludenlr contracts.

All representatives should have a comprehensivenstahding of these
conditions and be able to answer any questionsldskerospects,
policyholders or any interested person.



STATUTORY CONDITIONS

Statutory Conditions are deemed to be a part ohdividual accidents and
sickness contracts, and generally are either iedud or attached to an
individual contract under the headin§tatutory Conditions. Three
significant points should be clearly understood.

« The A&S part of the Insurance Act allows the insuceOMIT _some
of the 12 conditionswhen a condition is not applicable to a specific
contract.

« The Act allows the insurer to vary certain partstioé Statutory
Conditions. However, if an omission or a variatioha condition
makes the contract less favourable to the inswreaér), person who
Is insured (person on whom the coverage is basgdoteneficiary
(if an accidental death benefit is included in tlwentract),
automatically the Statutory Conditions are deenogdke precedence.

« The Act also permits an insurer to omit all thet@tay Conditions if
the contract is of an extremely short term durasooh as a ticket or
travel contract, or if the contract is a non-renelyaaccident
insurance policy of under six months.

However, the above contracts must carry a statesneriar to the following
in bold print.

“Notwithstanding any other provision herein contained, this contract is
subject to the Statutory Conditions in the Insurane Act respecting
contracts of accident insurance.”



The 12 Statutory Conditions are outline as follows:

1. (1) The Contract
The application, this policy, any document attacteethis policy when issued, and any
amendment to the contract agreed upon in writihgr @he policy is issued, constitute
the entire contract, and no agent has authoritghtange the contract or any of its

provisions.

(2) Waiver
The insurer shall be deemed no to have waived anglition of this contract, either in
whole or in part, unless the waiver is clearly egsed in writing signed by the insurer.

(3) Copy of Application
The insurer shall, upon request, furnish to therned or to a claimant under the contract
a copy of the application.

1. (1) The Contract

This policy, the Act or instrument of incorporatiofi the society, its constitution, by-

laws and rules, and the amendments made from timente to any of them, the

application for the contract and the medical statetnof the applicant, constitute the
entire contract, and no agent has the authorityahge the contract or waive any of its
provisions.

2. Material Facts
No statement made by the insured person or insatre¢lde time of application for this
contract shall be used in defence of a claim umddp avoid this contract unless it is
contained in the application or any other writtdéatements or answers furnished as
evidence of insurability.

Analysis:

As previously indicated, some of the Statutory Gomls can be varied or omitted
when the condition is not relevant to a particalamtract.

However, Statutory Conditions 1 and 2 cannot beredt They musbe included in
every individualAccident and Sickness contract.

Statutory Condition No. 1 includes conditions tltan be found in the ENTIR
CONTRACT PROVISION. This provision states that Altcident and Sicknes
contracts must include:
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* The application
* Any document attached to the policy when issued

* Any amendment to the contract agreed to in writifigr the policy is
issued.

Statutory Condition No. 2 dealing with Material Easimply clarifies that everything
pertaining to the policy must be in writing and taned in the application.




3. Changes in Occupation

(1)

(2)

If after the contract is issued the personr@diengages for compensation in an
occupation that is classified by the insurer asthagardous than that stated in this
contract, liability under this contract is limiteéd the amount that the premium paid
would have purchased for the most hazardous odoupatcording to the limits,
classification or risks and premium rates in usdhgyinsurer at the time the person
engaged in the more hazardous occupation.

If the person insured changes his or her frioat $tated in this contract to an
occupation classified by the insurer as less hazerdnd the insurer is so advised in
writing, the insurer shall either,

(a) Reduce the premium rate; or

(b) Issue a policy for the unexpired term of thimtract at the lower rate of premium
applicable t the less hazardous occupation,

According to the limits, classification of risksdapremium rates used by the insurer
at the date of receipt of advice of the changececupation, and shall refund to the
insured the amount by which the unearned premiunth@ contract exceeds the
premium at the lower rate for the unexpired team.

Analysis

During the course of one’s working career, it i nousual to change occupatic
Statutory 3 addresses occupational changes.

124

If a person changes to a more hazardous occup@eonvas classified as a 4A when
policy was purchased, changed occupation, and vg classified as a 2A), the
insurer’s liability is limited to the amount of cerage the premium would have
purchased for the more hazardous activity.*

On the other hand, if a 2A changed occupationsiambw classified as a 4A, gn
advising the insurer in writing, the premium ratdl fae reduced.

As previously mentioned, some of the Statutory @ats can be omitted or altereg.
This condition is found in very few contracts todesymost insurers OMIT it.

Accordingly this can be favourable to a persongifaesl as a 4A who changes tg a
more hazardous occupation but unfavourable for plkamo a 2A who changes toja
less hazardous occupation.

However, as indicated earlier, any provision makihg Statutory Condition legs
favourable to any party to the contract resultgdhe Statutory Conditions taking
precedence.

*In classifying occupations, most insurance comeanise the following syster
The best risk is classification as a 4A and thénéighe risk of being disabled, the
lower the classification (i.e. 4A, 3A, 2A, A, B, RR stands for reject.




4. Relation of Earnings to Insurance

Where the benefits for loss of time payable hereundither alone or together with

benefits for loss of time under another contrast|uding a contract of group accident or
group sickness insurance or of both and a liferarste contract providing disability

insurance exceed the money value of the time op#rson insured, the insurer is liable
only for that proportion of the benefits for lodgime stated in this policy that the money
value of the time of the person insured bears tatjgregate of the benefits for loss of
time payable under all such contracts and the exgesmium, if any paid by the insured
shall be returned to him by the insurer.

(1)

(2)

3)

Analysis

An extremely important condition that covers a nemtf important issues.

When an agent takes an application for a Diisalhcome policy, the answer to
three questions must be obtained.

* What amount of individual disability income does thdividual currently have?,
* What amount of group disability coverage is culseptovided?

* Does an existing life insurance policy owned byititevidual provide any
disability income coverage?

In essence, the agent has to relate the indivigaiadings to the amount of insurance

he can own.

Consider the following:
Allan Bishop, employed as a lithographer in a smalprinting shop, currently
owns a disability income policy that will pay him $00 per month.

His monthly income from employment is $4000 per madh and his agent has
informed him that the maximum amount of disability insurance that he can
purchase is 65% of his “earned income” or $2600 pemonth. As Allan already
owns $600 per month, the agent has to take this mtaccount. Accordingly,
Allan is eligible for an additional $2000 per month

If Allan’s employer provided disability income through a group benefit package
the amount would also have to be taken into considsion.

It should be noted that in determining the maxin amount of disability income

benefits that can be sold, disability benefits fragovernment plans such as

Employment Insurance, Canada Pension Plan and \WerE@mpensation do ng
have to be taken into account.

However, some individual contracts integrate gowemnt plans, what this means
benefits could be reduced.

When a claim is submitted, the claims departrbefore paying any benefit will

always determine what the disabled person is ddidgioreceive from other insurer
If the individual is over-insured, the amount o$ability benefits could be reduce
and a portion of the premiums paid for the coverameéd be reduced.
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5. Termination by Insured

The insured may terminate this contract at any tioyegiving written notice of
termination the insurer by registered mail to itadh office or chief agency in the
Province, or by delivery thereof to an authorizgerat of the insurer in the Province,
and the insurer shall upon surrender of this paigfynd the amount of premium paid in
excess of the short rate premium calculated to dhte of receipt of such notice
according to the table in use by the insurer atithe of termination.

Analysis

If the owner decides to cancel an individual pqgligyritten notice of termination is
required to be submitted to the insurer. When itteired has paid premiums (in
advance, administrative charges will be applicatrid the owner will receive a lesser
amount than expected upon cancellation. All insuhawve what are known as short rate
tables.

If the owner is paying premiums by Automatic PremidVithdrawal from his ban
account, in all probability he or she will not imfie the insurer in writing, rathe
instruction will be given to the bank not to withdr the funds.

=

6. Termination by Insurer

(1) The insurer may terminate this contract attmg by giving written notice of
termination to the insured and by refunding corenity with the giving of notice the
amount of premium paid in excess of the pro raganum for the expired time.

(2) The notice of termination may be deliveredhe insured, or it may be sent by
registered mail to the latest address of the irsarethe records of the insurer.

(3) Where the notice of termination is deliveredhe insured five days notice of
termination shall be given: where it is mailedhe insured, ten days notice shall
begin on the day following the date of mailinghaotice.

Analysis

This Statutory Condition is only applicable if thelicy purchased is one, which can |be
cancelled by the insurer.

An examination of most policies issued by insuramoenpanies would find this
Statutory Condition omitted, as the policy soldmatrbe terminated by the insurer.




7. Notice and Proof of Claim

(1) The insured or a person insured, or a benefi@atitied to make a claim, or the
agent of any of them, shall,

(a) give written notice to the insurer,

(i) by delivery thereof, or by sending it by registd mail to the head office or
chief agency or the insurer in the Province, or

(i) by delivery thereof to an authorized agenthad insurer in the Province, not
later than thirty days from the date a claitises under the contract on
account of an accident, sickness or disgbilit

(b) within ninety days from the date a claim asismder the contract on account of
accident, sickness or disability, furnish to thsuirer such proof as is reasonably
possible in the circumstances of the happening h# &ccident or the
commencement of the sickness or disability, anddbe occasioned thereby, the
right of the claimant to receive payment, his agel the age of the beneficiary if
relevant; and

(c) if so required by the insurer, furnish a datitory certificate as to the cause or
nature of the accident, sickness or disabilityvitnich claim may be made under
the contract and as to the duration of such disgbil

(2) Failure to give notice of claim or furnish pfaf claim within the time prescribed by
this statutory condition does not invalidate ¢teem if the notices or proof is given or
furnished as soon as reasonably possible, ao avent later than one year from the
date of the accident or the date a claim ariseswiite contract on account of
sickness or disability if it is shown that it wastmeasonably possible to give notice
or furnish proof within the time so prescribed.

8. Insurer to Furnish Forms for Proof of Claim

The insurer shall furnish forms for proof of clamithin fifteen days after receiving
notice of claim, but where the claimant has noeneed the forms with that time he may
submit his proof of claim in the form of a writtetatement of the cause or nature of the
accident, sickness or disability giving rise to theam and of the extent of the loss.

Analysis

Statutory Conditions 7 to 12 deals with the Clapmscedure when the person insured is
disabled due to an accident or sickness, or digsam Accidental Death Benefit.

Briefly, these conditions provide a time sequergarding the claim process.




30 days to notify Insurer » The insured, person insured, beneficiary or
representative of any of the abovetritst
notify the insurance company thalaént is
going to be submitted.

This should be done no later than®gs from
the date a claim arises.

When notified, Insurer « Upon notification that a claim is pendiniget
Should provide necessary the necessary forms to the appropriate party
formswithin 15 days. Within a period of days after receiving
notice, so proof of claim can be sitted.
Proof of claim should be » Proof of claim should be sutted within a
submitted within 90 days. period of 90 days from the datearal
arises.

Failure to give notice of claim or proof of clatsoes not invalidate the claim.

In unusual circumstances, the insured cannot loktbiehe above time limits, but the
insurer has the right to deny a claim when naticeroof of claim is submitted more
than one year after the accident or sickness.

9. Rights of Examination
As a condition precedent to recovery of insuranoaey under this contract,

(a) the claimant shall afford to the insurer anapmity to examine the person of the

person insured when and so often as it reasonaqlyires while the claim hereunder
is pending; and

(b) in the case of death of the person insuredintbigrer may require an autopsy subject
to any law of the applicable jurisdiction relatittgautopsies.

Analysis

This Statutory Condition is straightforward. letinsurer suspects the person insured is

not injured or sick within the terms and conditiasfsthe contract, the insurer has the
right to request a medical exam.

If the person insured dies and an accidental destlefit is payable, the insurer has the

right to request an autopsy to determine whethathdeas a direct result of an accidgnt,
when the insurer suspects that this might not bedse.




10.

11.

When Moneys Payable Other Than for Loss of Time

All money payable under this contract, other thandiits for loss of time, shall be pa
by the insurer within 60 days after it has receigeabf of claim.

When Loss of Time Benefits Payable

The initial benefits for loss of time shall be péaigthe insurer within thirty days after

id

it

has received proof of claim and any payments dlalinade thereafter in accordance
with the terms of the contract but not less fredjyathan once in each succeeding sixty
days while the insurer remains liable for the paytmef the person insured when

required to do so furnishes before payment proabotinuing disability.

Analysis

It is important to distinguish between Loss of Tiame Other Than Loss of Time.

The term Loss of Time refers to disability inconsyments resulting from an accide
or sickness.

As previously mentioned, these payments are gdpenalde on a monthly basis.
The term Other Than Loss of Time refers to capments such as an accider

death or a dismemberment payment, or reimburseonaiér an individual extendg
health care or dental plan as an example.

nt
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12. Limitations of Actions

An action or proceeding against the insurer for teéeovery of a claim under this
contract shall not be commenced more than oneafearrthe date the insurance money

became payable or would have become payableaftifdeen a valid claim.

Analysis

This condition is straightforward. If any partyshies to contest a claim, geners

would have become payable.

legal action should be commenced within one yeanfthe date the insurance claim

\ly




A Final Word

Examine any Combined Accident and Sickness Policynd you will find
the Statutory Conditions contained in the contract.

The following example comes from Combined’s Critich Conditions
policy. Please note that Statutory Conditions 3,,46 and 11 are not
included, as they are not applicable to this contra. If you look at other
Combined Contracts, you will find some Statutory Caditions are
excluded.

10



STATUTORY CONDITIONS

1. (1) The Contract: The application, this poliapd document attached to this policy when
issued, any amendment to the contract agreed mporiting after the policy is issued,
constitute the entire contract, and no agent ht®dty to change the contract or waive
any of its provisions.

(2) Waiver: The insurer shall be deemed not teehaaived any condition of this contract,
either in whole or in part, unless the waiver satly expressed in writing signed by the
insurer.

(3) Copy of Application: The insurer shall, up@guest, furnish to the Insured or to a
claimant under the contract a copy of the applicati
2. Material Facts: No statement made by the &gor person insured at the time of application
for this contract shall be used in defence of arclander or to avoid this contract unless it is
contained in the application or any other writteatements or answers furnished as evidence
of insurability.

3. (This condition is not applicable to this contrand is omitted pursuant to statute.)
4. (This condition is not applicable to this cootrand is omitted pursuant to statute.)

5. Termination by Insured: The insured may ternarthis contract at any time by giving written
notice of termination to the insurer by registemaail to its head office or chief agency in the
Province, or by delivery thereof to an authorizgdrd of the insurer in the Province, and the
insurer shall upon surrender of this policy reftimel amount of premium paid in excess
of the short rate premium calculated to the datecodipt of such notice according to the table
in use by the insurer at the time of termination.

6. (This condition is not applicable to this cootrand is omitted pursuant to statute.)

7. (1) Notice and Proof of Claim: The insured greason insured, or a beneficiary entitled to
make a claim, or the agent of any of them shall

(a) give written notice of claim to the insurer,

(i) by delivery thereof, or by sending it by registd mail to the head office or chief
agency of the insurer in the Province, or

(if) by delivery thereof to an authorized agentled insurer in the Province, not later
than thirty days from the date a claim arises utigeicontract on account of a
covered condition.

(b) within ninety days from the date a claim arisader the contract on account of a
covered condition, furnish to the insurer such pesois reasonably possible in the
circumstances of the commencement of the lossjgheof the claimant to receive
payment, his or her age, and the age of the béasfit relevant; and

(c) if so required by the insurer, furnish a saisbry certificate as to the cause or nature of
the loss for which claim may be made under therachtand as to the duration of the
loss.

11



(2) Failure to Give Notice or Proof: Failure togginotice of claim or furnish proof of claim
within the time prescribed by this statutory dition does not invalidate the claim if the
notice or proof is given or furnished as sooneasonably possible, and in no event later
than one year from the date a claim arises umgecdntract on account of a covered
condition if it is shown that it was not reasorabssible to give notice or furnish proof
within the time so prescribed.

. Insurer to Furnish Forms for Proof of Claim: Tihsurer shall furnish forms for proof of claim
within fifteen days after receiving notice of claibbut where the claimant has not received the
forms within that time the claimant may submit bisher proof of claim in the form of a
written statement of the cause or nature of the ¢pgng rise to the claim and of the

extent of loss.

. Rights of Examination: As a condition precederecovery of insurance moneys under this
contract,

(a) the claimant shall afford to the insurer anarpymity to examine the person of the person
insured when and so often as it reasonabyires while the claim hereunder is pending,
and

(b) in the case of death of the person insuredifth&er may require an autopsy subject to any
law of the applicable jurisdiction relating to apses.

10. When Moneys Payable Other Than for Loss of Tislemoney payable under this contract,
other than benefits for loss of time, shall be gaidhe insurer within sixty days after it has
received proof of claim.

11. (This condition is not applicable to this cawtrand is omitted pursuant to statute.)

12. Limitation of Actions: An action or proceediagainst the insurer for the recovery of a claim
under this contract shall not be commenced mome dha year after the date the insurance
money became payable or would have become payfdblead been a valid claim.

IN WITNESS WHEREOF, Combined has caused this pdbidye executed by its Chairman and

Chief Executive Officer and its Secretary, but shene shall not be binding upon Combined until
countersigned by a licensed agent of Combined.

Nkl ffm Ao, nt

Chairman and Secretary
Chief Executive Officer
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