
Continuing Education on the Web 
(06/2007) 
 

 

 
 

COMBINED INSURANCE COMPANY OF AMERICA 
www.combined.ca 

 
 
 
 
 
 
 
 
 

UNDERWRITING – ISSUES AND CLAIMS 
 

PART I 
 
 

 
 
 
 
 
 
 
 

The contents of the Module was prepared by Advocis  
“The financial Advisor’s Association of Canada”  

and is used with their permission. 
 
 
 
 
 
 



 
Continuing Education on the Web 
(06/2007) 

1 

THE UNDERWRITING PROCESS 
 
UUnnddeerr wwrr ii tt iinngg  
 
Underwriting is the process of reviewing an application for insurance to determine 
whether the applicant qualifies for the requested policy contract, based upon medical, 
financial and lifestyle criteria. 
 
TTHHEE  UUNNDDEERRWWRRII TTII NNGG  PPRROOCCEESSSS  
  
The underwriting process is actually completed in two interdependent parts.  The process 
begins in the field, where an applicant for a life insurance product completes an 
application and any related forms.  Second, the application papers are submitted to the 
underwriting department of the insurance company’s head office, where an underwriter 
reviews them to determine if the risk for insurance will be accepted. 
 
When the underwriting department receives applications, the underwriter first decides if 
they can be underwritten easily or if additional information will be needed.  Routine 
applications can be underwritten quickly and a policy can usually be issued within a few 
days.  This is because the applicants’ medical history, lifestyle and the amount of 
insurance being applied for fall within the life insurance company’s parameters for policy 
issue. 
 
NNOONN--RROOUUTTII NNEE  AAPPPPLL II CCAATTII OONNSS  
 
Sometimes, the underwriter is unable to make a decision based on the submitted 
information and requires additional details concerning the applicant’s lifestyle, medical 
background and income.  In such a case, the information may be obtained from the 
applicant, who could be contacted directly, or through the agent.  Otherwise, the 
information may be obtained from other third-party sources, such as the Medical 
Information Bureau (MIB).  The MIB is an organization   that collects medical 
information on those people who have applied for insurance and shares that information 
with the insurance companies, thereby being a factor in making it difficult for applicants 
to conceal relevant information on their life insurance applications. 
 
In many cases (older applicants, applications for large face amounts of coverage or 
instances where the applicant has a troublesome medical history) the insurer may also ask 
for additional medical evidence: 
 

�  an examination by a paramedic or a doctor; 
�  an attending physician’s report (APR); 
�  or special tests, such as blood work, x-rays, or a stress test. 
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Additionally, if the life to be insured engages in hazardous sports (like scuba diving) or 
other activities (like piloting a private plane) the insurer will likely request that special 
questionnaires be filled out. 
 

 
 
The insurance company processing the application may also request a consumer report 
that includes information about the applicant’s character, general reputation and personal 
habits.  The company could also request a motor vehicle report, detailing the person’s 
driving history.  The insurance company might even obtain information about the 
applicant through personal interviews with his or her neighbours and acquaintances.  
After the underwriter is satisfied that all the information has been obtained, a decision 
regarding the issuance, or decline, of a policy contract can be made.  A head office 
underwriter can either accept an application for life insurance as applied for, decide that 
the policy should be issued with a rating (see below), or decline (not issue) it. On 
average, about 98% of all life insurance policies applied for are issued.  Most are issued 
standard, while a few are rated. 
 
The underwriting process continues after policy issue because, when the agent delivers 
the policy, he or she must ensure that there has not been a change in the life insured’s 
situation (health, vocation, etc.) during the time since completing the application.  If there 
has been a change, information relating to the change must be submitted to the 
underwriter for further review.  If there has been no change in the applicant’s health, the 
policy contract may be delivered as issued. 
 
Example: Jeremy provided responses to all of the relevant questions on his application 
for life insurance.  Within days of receiving the application, the underwriter issued the 
policy as it was applied for and sent the policy to the agent for delivery.  When the 
agent telephoned Jeremy to arrange an appointment to deliver the policy, Jeremy’s wife 
informed him that Jeremy was currently in the hospital for tests, as a result of chest 
pains that he experienced two days previously.  The agent should not deliver the policy 
because it is clear that there has been a change in Jeremy’s health.  Rather, he should 
inform Jeremy’s wife that the policy cannot be delivered at this time and inform the 
underwriter of the change in Jeremy’s health.  

 
 

Example:  Fred applied for life insurance with the Prairie Insurance Company but was 
declined due to “medical reasons.”  Subsequently, he applied to the Mountain Insurance 
Company, but did not inform Mountain that he had previously been declined.  In 
addition, Fred purposely withheld from the Mountain agent the information that led to 
the “decline” by the Prairie Insurance Company. In performing her duties, the 
underwriter contacted the MIB, which confirmed that Fred had previously been declined 
for life insurance.  The underwriter had to obtain additional information from Fred 
concerning this fact. 
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This new event in Jeremy’s health does not necessarily mean that Jeremy’s 
application would be declined. The agent will obtain the updated information on 
Jeremy’s health, and submit it to Underwriting, to see if Jeremy would still qualify for 
the policy as issued, or if the policy should be rated or declined.  As it turned out, 
Jeremy’s chest pains were not heart-related, but were a result of a bronchial infection.  
The underwriter requested and received information from Jeremy’s physician and, 
subsequently, the policy was released to, and delivered by, the agent.  

 
  
TTHHEE  AAGGEENNTT ’’ SS  RROOLL EE  II NN  TTHHEE  UUNNDDEERRWWRRII TTII NNGG  PPRROOCCEESSSS  
 
An agent is in a special position because he or she will receive personal information 
about the applicant’s income, habits and medical background directly from the applicant.  
Both the applicant and the agent will want to create a relationship of confidence and trust 
built upon the understanding that all information supplied will be kept confidential.  An 
application for life insurance requires the applicant (and the life insured, if different from 
the applicant) to provide substantial medical, personal and financial information and 
related details so that the head office underwriter can make a valid decision to (ideally) 
accept the risk and issue a policy. 
 
As noted, underwriters ultimately can make one of three decisions concerning an 
application for a life insurance policy.  An application can be approved, declined or rated. 
 
When an application is rated, the underwriter approves it, but the applicant is charged a 
higher than standard premium, because the insurance company believes that the life to be 
insured is a higher than standard risk.  The higher premiums compensate the insurance 
company for the greater risk it is assuming by accepting the substandard (rated) risk.  A 
rating will protect the insurer from assuming excessive risks and yet still allow the 
applicant to obtain insurance. 
 
The agent is often the only representative of the insurance company to see the prospect in 
person and, therefore, initially qualifies the person for insurance.  This is accomplished 
by general observation and conversing with the prospect.  The agent must ask the 
applicant all the questions on the application and related documents and record the 
customer’s responses fully and accurately and include all relevant details. 
 
It is not the agent’s responsibility to conclude that a customer will or will not qualify for 
insurance.  Although the agent may have a “hunch” that a policy may or may not be 
issued “standard,” he or she simply does not have the knowledge or qualifications to 
make that decision.  That is the role of the head office underwriter.  But, in instances 
where a rating is likely, the agent can assist the situation by mentally positioning the 
applicant to expect that a policy may not be issued, or at least not issued “standard.” 
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Example: Marvin, an agent representing the Eastern Life Insurance Company, took an 
application from Fred, who obviously thought that he would easily qualify for the life 
insurance he wanted.  Based upon the medical history that Fred provided, Marvin felt 
that it was highly likely that Fred’s policy would be issued on a “rated” basis.  Marvin 
feared that if Fred found this out only at the time of policy delivery he would be hurt 
and offended and would refuse to accept the policy – coverage that his family 
desperately needed.  Rather than take the risk that Fred would be “rudely surprised” at 
the time of policy delivery, Marvin explained to Fred that there was a chance that the 
policy could be rated.  He also explained why it might be rated and reaffirmed that the 
policy was, therefore, even more important to Fred’s family.  By being proactive about 
the rating, Marvin was able to virtually eliminate the risk that the policy would be 
rejected upon delivery – and set Fred up for a “pleasant surprise” should the policy be 
issued “standard.”  

 
The agent must review the information with the applicant to ensure that it was recorded 
accurately and with all the relevant details (in the case of medical information, this would 
include the ailment, the treatment and outcome and the date, along with the attending 
doctor’s name and address).  Securing the applicant’s signature on the application papers 
is important because the applicant (and the life to be insured, if different) is confirming 
that the information is complete and accurate.  A first premium payment is secured to 
initiate the insurance coverage from that point forth as long as the policy is subsequently 
issued.  It could take days or weeks to issue a contract, so it is important that an initial 
payment is made so the insurance may take effect. 
 
Example: Sally did not pay the initial premium when she completed her application for 
life insurance.  Before she received the policy and started to pay premiums, Sally died 
in an automobile caused by a drunk driver.  The insurance company was under no 
obligation to pay the death claim because Sally had not completed the contract with a 
payment. 

 
The agent usually completes a report on the life insurance application providing 
additional information on the applicant as to why the customer is a prime candidate for 
the insurance.  This information could include, but is not restricted to, the customer’s 
employment, moral and ethical stability.  Any information can be included on the report 
that the agent feels with assist the underwriter in deciding whether or not to accept the 
risk. 
 
Example: Abdul wishes to apply for $1,000,000 of insurance on his own life, knowing 
that he will soon be leaving his current employer (and his group plan) and setting up a 
business on his own.  On the surface, the coverage might seem to be excessive (in 
addition to the group coverage).  Anticipating the head office underwriter’s concerns, 
Abdul’s agent, explains in the Agent’s Report section of the application about Abdul’s 
new business venture. 
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PPRREE--SSAALL EE  SSEERRVVII CCEE  
 
A characteristic of an agent’s job is that he or she can initiate business with anyone he or 
she wishes.  Obviously, it is prudent for the agent to do business with those people who 
realize that insurance can solve a personal financial problem and who have the ability to 
pay for it on an ongoing basis.  Therefore, it is imperative that the agent should qualify 
the prospect before he or she becomes an applicant.  This can be accomplished (a) when 
the agent first acquires the name of the prospect as a referred lead and (b) when 
subsequently meeting with the prospect. 
The agent must be very diligent in securing all of the information and details on the 
application so the underwriter can accurately review the risk.  In the realm of the 
insurance underwriting process, pre-sale service for the agent is ensuring that the 
prospect is qualified and that all information obtained is complete and accurate.  This 
ensures that the risk can be properly assessed by the insurance company and a policy 
contract may be issued. 
 
PPOOSSTT--SSAALL EE  SSEERRVVII CCEE  
 
After submitting the application for insurance, the role of the agent is not necessarily 
completed.  The agent may be asked by the underwriter to obtain a clarification of the 
information provided by the applicant.  For example, a medical question may have been 
overlooked, so the agent will have to contact the applicant to obtain the missing 
informations, such as dates seen by a physician and results of the consultation.  Once that 
information is provided, the underwriter can finish assessing the risk for this applicant. 
 
Sometimes an underwriter will be able to accept the risk and issue a policy contract 
subject to that information being provided at a later date, usually upon policy delivery.  In 
this instance, it is imperative the agent obtain the information and signature of the 
applicant on a receipt of policy form before the delivery of the contract.  In all cases, 
when delivering a policy, the agent must ascertain that there was no change in the life 
insured’s medical history since submitting the application. 
 
The agent has an important role in post-sale service to ensure that a policy contract is 
issued based on the full disclosure of relevant information, both before and after the sale. 
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SSuummmmaarr yy  ooff   tthhee  UUnnddeerr wwrr ii tt iinngg  PPrr oocceessss  
 
 
RROOUUTTII NNEE  AAPPPPLL II CCAATTII OONNSS  
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All of the information provided by the applicant meets the insurance company’s criteria 
for a “standard” issue policy.  The contract is issued within a few days, without further 
requirements. 
 
NNoonn--RRoouuttiinnee  AAppppll iiccaattiioonnss  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The application is incomplete or the information provided warrants further investigation, 
so the underwriter requires further input from the agent, the applicant, or third-party 
sources. 
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UUNNDDEERRWWRRII TTEERR  
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RROOUUTTII NNEE  AAPPPPLL II CCAATTII OONNSS  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Ultimately, the policy will be either “issued as applied for (standard),” or “issued with a 
premium rating,” or “declined.” 
 
RReeiinnssuurr aannccee  
 
All insurance companies place a ceiling on the amount of life insurance coverage (risk) 
that they are willing to assume on any one life.  This ceiling- the insurer’s retention limit 
– might be as low as $100,000, in the case of one company, or as high as $10,000,000, 
for another.  The purpose of the retention limit is to restrict the insurance company’s loss 
exposure upon the happening of a single event (e.g., the death of one life insured), in 
order to maintain the future financial stability of the insurer. 
 
That is not to say that an insurance company will not accept a policy that is in excess of 
its retention limit; merely that the retention limit is the maximum amount of coverage that 
the insurer will retain on that life.  Instead, any amount in excess of the insurer’s 
retention limit is transferred to (“ceded” to or “reinsured” with) another insurance 
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company, called a reinsurer.  This results in the risk being shared with one or more other 
insurance companies. 
 
Reinsurers may, in turn, transfer some of the risk that they have assumed by reinsuring it 
with yet another reinsurance company (in a transaction called retrocession). 
 
Example:  Company A has a retention limit or $1,000,000.  Company A receives an 
application for $2,000,000 of coverage on Mr. Singh’s life.  If it approves the policy, 
Company A will reinsure the excess (over and above its retention limit)  (the second 
$1,000,000) with a reinsurer, Company B. B, however, has a $500,000 retention limit 
of its own, so it, in turn, will cede half of its risk to another insurer, reinsurance 
Company C. 
 
Mr. Singh is unaware of these transactions; he receives a $2,000,000 policy issued by 
Company A and, in the event of his death, Mr. Singh’s beneficiary will receive a 
$2,000,000 cheque issued by Company A.  The risk, however is divided up as follows: 
 
                          Company A              $1,000,000 
 
                          Company B              $   500,000 
 
                          Company C              $   500,000. 

 
 
 
TTHHEE  II MM PPOORRTTAANNCCEE  OOFF  AACCCCUURRAATTEE  FFII EELL DD  UUNNDDEERRWWRRII TTII NNGG  
  
RReessppoonnssiibbii ll ii tt iieess  ooff   tthhee  AAggeenntt 
 
As mentioned, the agent is the first line contact with an applicant for a life insurance 
policy and it is his or her responsibility to accurately and completely record all pertinent 
information concerning the applicant’s financial, medical and personal background.  The 
information is not only the basis for accepting the risk and issuing a policy contract, but 
also is the basis for pricing and claims administration. 
 
The only type of life insurance policy that pays off is the one that is valid and in force at 
the time of the death of the life insured.  It is also the agent’s duty to educate the 
applicant with respect to the consequences of incorrect information being provided in the 
underwriting process. 

 
It is not the objective of an insurer to deny claims; rather, it is their desire to pay 
legitimate claims.  This can only be accomplished if the applicant truthfully provides 
complete and accurate information on the life insured’s background and it is correctly 
recorded.  If not, the policy contract could be voided or the ensuing death claim may be 
denied. 
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A misrepresentation is a false statement made by an applicant when applying for life 
insurance. 
 
Fraudulent misrepresentation is a false statement made by the applicant to influence the 
insurance company to issue a policy from which the company could suffer a loss. 

 
Example:  A typical question on an application for life insurance might be: “Have you 
had X-ray, electrocardiogram or other diagnostic tests in the last five years?”  If Bernie 
answered the question “no” (even though he knew full well that he had an ECG for 
chest pains two years ago), his response is said to be a fraudulent misrepresentation.  If 
the insurance company learns of the misrepresentation and determines that a policy 
would not have been issued had it been in possession of relevant information, it may 
cancel (void) the policy, even if it had already been issued. 

 
Incorrect information, whether given verbally by the applicant or recorded accidentally, 
or on purpose, by the agent, can render the contract void or voidable.  A “void” contract 
is one that is invalid from the outset and cannot be corrected.  A “voidable” contract is 
one that can be corrected as long as the applicant provides the correct information. 
 
Example:  If an insurer discovers that Sarah failed to mention certain aspects of her 
medical background, the insurer has the option of voiding the contract altogether, 
adjusting the premium or accepting the misrepresentation. 

 
An insurance contract becomes incontestable after two-year period has elapsed from the 
policy’s inception, except in the case of fraud.  Incontestable means the insurance 
company cannot declare this policy void because of a misrepresentation by the insured.  
However, if the misrepresentation is fraudulent in nature, the policy can be voided at any 
time. 
 
It is very important for an agent to be sensitive to collecting accurate and complete 
information on the life to be insured during the underwriting process, to help to ensure 
that the proceeds from the policy contract will be paid to the beneficiaries at claim time 
when the money is needed. 
 
WW II TTNNEESSSSII NNGG  SSII GGNNAATTUURREESS  OONN  TTHHEE  AAPPPPLL II CCAATTII OONN  
  
It is normally the agent who actually completes the application for insurance with the 
customer’s responses to the questions.  These responses should then be reviewed in detail 
with the applicant.  It is then the agent’s signature that witnesses the signature of the 
customer (the applicant and, if different, the life insured) who, by signing the document, 
is stating that the information is correct, complete and accurate. 
 
The main reason for an agent to witness his or her client’s signature on the application is 
to confirm that the person signing the application is indeed the same person whom all the 
information is about and that person did in fact sign the application. 
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CCOOMM PPLL EETTII NNGG  TTHHEE  AAPPPPLL II CCAATTII OONN  FFOORRMM   
  
TThhee  AAppppll iiccaatt iioonn  FFoorr mm 
 
An application is a form that must be completed by anyone applying for life or disability 
insurance on the life of himself or herself, or on the life of a third party.  The form is 
completed with the guidance and assistance of the insurance agent.  In fact, in most cases, 
the agent asks the questions on the form and records the applicant’s answers.  The 
applicant is subsequently required to review the application for completeness and 
accuracy and sign it.  The application form provides the insurance company with much of 
the information that it requires in order to decide to accept or reject the risk applied for. 

 
The following is a sample of a typical application.  Brief descriptions of the use and 
purpose of each section of the application will follow. 
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SSEECCTTII OONN  11. 
 

PROPOSED LIFE INSURED             (LIFE 1) PROPOSED LIFE INSURED  (SPOUSE)            (LIFE 2) 

� Mr.      � Mrs.       � Rev.             �  _______________ � Mr.      � Mrs.       � Rev.                �  _______________ 

First name         Initial             Surname 
 

First name         Initial             Surname 

Former name Former name 
 

Social Insurance Number 
 

�Male     �Female Social Insurance Number �Male     �Female 

Marital 
Status 

Date of Birth 
Day/month/year 

Age 
(last birthday 

Place of Birth 
Province, State or 

Country 

Marital 
Status 

Date of Birth 
Day/month/year 

Age 
(last birthday 

Place of Birth 
Province, State or Country 

 
 

       

                      � Regular              � Non-Smoker                       � Regular              � Non-Smoker 

Driver’s License number _________________________________ Address – provide details for past two years (Street, City, Prov. Postal Code) 
 
 
 Employer’s Name and Address 

Telephone No. 
Residence ( )                                       Business (  ) 
E-mail Address: 
Driver’s License Number 

Occupation and duties 
 
 

Employer’s Name and Address 
 
 

SECTION 3 
 
SPOUSES’S BENEFICIARY                                    (LIFE 2) 

Occupation and Duties 
 
 

 

The beneficiary of the insurance on the spouse’s life (LIFE2) will 
be Proposed Life Insured (LIFE 1), unless otherwise indicated. 

 
SSEECCTTII OONN  22  

BENEFICIARY                                                                                                                                 (LIFE 1) 
(a) Primary 

  
 First name           Initial           Surname                  Relationship to Life Insured         Age if under 18       Share amount             % 
 
 
First name           Initial           Surname                  Relationship to Life Insured         Age if under 18       Share amount             % 
 

(b) Contingent beneficiary effective in the event the primary beneficiary pre-deceases the life insured or upon disclaimer by the   
primary beneficiary. 

 
 
       First name           Initial           Surname                  Relationship to Life Insured 
 
( c) Any payment due to a beneficiary during minority shall be paid in trust for such beneficiary to: 
 
 
      First name           Initial           Surname                  Relationship to Life Insured 
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SSEECCTTII OONN  1199  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

                (city) (province)   day     (month)         (year) 
 
 
 
 
 
Signature of Proposed Life Insured    Signature of Proposed Life Insured (Spouse) 
 
 
 
    Witness to all Signatures 

THE PROPOSED LIFE INSURED (S) DECLARE (S) AND AGREE (S) THAT: 
 

1. The statements and answers in all parts of this application are true, complete and correctly recorded. 
2. The insurance being applied for in this Application or such insurance as approved and issued by the Acme Insurance Company 

(Hereinafter referred to as the “Company”) shall not take effect until: 
(a) this Application is approved by the Company; and 
(b) a policy is issued by the Company and the policy is delivered by the Company’s authorized representative to the Proposed 

Life Insured(s); and  
(c) the first policy premiums paid; and 
(d) there is no change in the insurability of the Proposed Life Insured(s) since the date this Application was signed by the 

Proposed Life Insured(s) and date of delivery of the policy. 
3. Knowledge of or notice to any person shall not constitute knowledge of or notice to the Company.  No person, other than an 

Authorized Officer of the Company, shall have authority to place the Company under any risk or obligation, or pass on insurability. 
4. Acceptance of any policy issued on this Application shall be a ratification of any changes or corrections in or additions to this 

Application, which the company may make in the Head Office Additions and Amendments section. 
5. Authorize(s) any physician, practitioner, hospital, clinic or other medical or medically-related facility, insurance company, the 

Medical Information Bureau or any other organization, institution or person, that has any records or knowledge of the person(s) on 
whose life (lives) this insurance is applied for, or his/her A copy of this authorization shall be as valid as the original. 

 
THE PROPOSED LIFE INSURED (S) FURTHER: 

 
1. Acknowledge(s) receiving the Disclosure Notice regarding the Medical Information Bureau and authorize(s) the Company to 

obtain information from the Medical Information Bureau; and 
2. Consent(s) to the obtaining of a consumer report containing personal and/or credit information; and 
3. Authorize(s) the Company to perform such tests, examinations, x-rays, electrocardiograms, and blood tests as may be required 

to underwrite this Application for insurance.  Such blood tests may include tests to determine the presence or absence of various 
diseases including the antibodies or virus related to Acquired Immunodeficiency Syndrome (AIDS), and the Company may 
release the results of these tests and examinations to its reinsurer(s), our attending Physician(s), and the Medical Information 
Bureau; and 

4. Authorize(s) the Motor Vehicle Division in any province requiring such authorization to permit the Company; or an 
investigative agency acting on behalf of the Company, to be given a copy of all driving record information relevant to this 
Application; and 

5. Authorize(s) any physician, practitioner, hospital, clinic or other medical or medically-related facility, insurance company, the 
Medical Information Bureau or any other organization, institution or person, that has any records or knowledge of the person(s) 
on whose life (lives) this insurance is applied for, or his/her (their) health, to give full particulars of such information, including 
any prior medical history, to the Company or its reinsurers.  A copy of this authorization shall be as valid as the original. 

 
FAILURE TO DISCLOSE EVERY FACT W ITHIN THE PROPOSED LIFE INSURED’S(S') KNOWLEDGE THA T IS MATERIAL 
TO THE INSURANCE BEING APPLIED FOR, OR MATERIAL TO THE INSURABILITY OF THE PROPOSED LIFE 
INSURED(S), OR ANY MISREPRESENTATION OR MISSTATEMEN T OF ANY FACTS, STATEMENTS, INFORMATION OR 
ANSWERS GIVEN AND CONTAINED IN THIS APPLICATION, OR  ANY PART II SHALL RENDER ANY INSURANCE 
ISSUED IN CONNECTION WITH THIS APPLICATION VOIDABLE  BY THE COMPANY . 

Signed at                                                 this                                                      of                                   20 

LIFE I  LIFE 2  

LIFE 3  
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The following is a description of the content required for each section of a typical life  
insurance application form (based on the above sample) with a brief explanation of the  
purpose of the information requested. 
 
SSEECCTTII OONN      11  ––  PPRROOPPOOSSEEDD  LL II FFEE  II NNSSUURREEDD  
  
This section requires completion of personal information regarding the life (or lives) to be  
insured, such as age, sex, date of birth, SIN, home address, occupation, etc. 
 
The information is useful to the insurance company for a variety of purposes: medical  
underwriting, premium calculations, identifying the proposed life insured, investigating  
the proposed life insured, etc. 
 
SSEECCTTII OONN      22  ––  BBEENNEEFFII CCII AARRYY  
  
This section requires personal information regarding the beneficiary (or beneficiaries) to  
the policy: name, age (if a minor), the amount of the benefit payable to each beneficiary  
(if there is more than one primary beneficiary named), and the type of beneficiary 
(primary, contingent, in trust for a third party). 
 
 SSEECCTTII OONN    33  ––  PPLLAANN  II NNFFOORRMMAATTII OONN  
  
This section records basic details of the type of policy being applied for (e.g., whole life,  
universal life, 10-year renewable term, etc.). 
 
SSEECCTTII OONN      44  ––  RRII DDEERRSS  AANNDD  AADDDDII TTII OONNAALL  BBEENNEEFFII TTSS  
  
This section identifies any additional riders or benefits being applied for. 
 
SSEECCTTII OONN      55  ––  OOPPTTII OONNSS  
  
If the insurance company offers special options with regard to different types of policy,  
this section may be included, for the applicant to identify the various features desired  
(e.g., investment options). 
 
SSEECCTTII OONN      66  ––  DDII VVII DDEENNDD  OOPPTTII OONN  
  
If the policy applied for is participating insurance, the applicant must specify which  
dividend option he or she desires. 
 
SSEECCTTII OONN      77  ––  RREEQQUUEESSTT  TTOO  II SSSSUUEE  
  
If optional or trial policies are being applied for (e.g., one for $500,000 and one for $1,000,000 –  
only one of which will ultimately be kept by the applicant) this fact would be noted in this  
section. 
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SSEECCTTII OONN      88  ––  PPRREEMMII UUMM  
  
The agent will enter the amount and mode of (standard) premium applicable for the product  
applied for. 
 
SSEECCTTII OONN      99      ––  SSPPEECCII AALL   II NNSSTTRRUUCCTTII OONN  
 
This section provides a place for the agent to annotate any special, miscellaneous  
instructions with regard to the product being applied for. 
 
SSEECCTTII OONN      1100      ––  HHEEAADD  OOFFFFII CCEE  AADDDDII TTII OONNSS  OORR  AAMMEENNDDMMEENNTTSS  
  
This section provides a place for head office personnel to annotate any changes or  
amendments to the application required by the insurance company. 
 
SSEECCTTII OONN      1111  ––  GGEENNEERRAALL  II NNFFOORRMMAATTII OONN  
  
This section contains a general questionnaire regarding the lifestyle and history of the  
applicant.  If any box is ticked “Yes,” further explanation must be provided. 
 
SSEECCTTII OONN      1122  ––  EEXXII SSTTII NNGG  II NNSSUURRAANNCCEE  II NN  FFOORRCCEE  
  
This section records details of any other life/disability insurance that the applicant may have 
in force, either with the insurance company in question or any other company, or other  
applications for insurance that may be pending. 
 
This information allows the insurance company to assess the amount of coverage applied  
for in relation to the applicant’s needs and other sources of benefits.  Can help avoid  
“over-insuring” an applicant. 
 
SSEECCTTII OONN      1133  ––  NNOONN--MMEEDDII CCAALL  DDEECCLLAARRAATTII OONNSS  OOFF  II NNSSUURRAABBII LLII TTYY  
  
This section consists of a complex series of medical questions relating to the life to be  
insured’s current vital statistics (age, height, weight, etc.) and his or her current health and  
past medical history.  Any question to which a “Yes” answer is ticked will require further 
 explanations (details of any injury, condition or illness: treatment, prognosis, etc.). 
 
This information is critical to the medical underwriting process and must be completed  
completely and carefully. 
 
In the case of two-party contracts (where the applicant and the life to be insured are the  
same person), this section is completed by the applicant. In the case of third-party contracts  
(where the life to be insured is different from the applicant – e.g., a spouse or child), this  
section must be completed by the life to be insured or his or her legal guardian (in the case  
of a minor). 
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SSEECCTTII OONN      1144  ––  AACCTTII VVII TTII EESS  OOFF  DDAAII LLYY  LL II VVII NNGG  QQUUEESSTTII OONNNNAAII RREE  
  
This section is basically a “lifestyle” questionnaire to allow the insurance company to  
further assess the risk it has been asked to underwrite. 
 
SSEECCTTII OONN      1155  ––  TTOOBBAACCCCOO  UUSSAAGGEE  QQUUEESSTTII OONNNNAAII RREE  
 
This section contains questions regarding the use of cigarettes, cigars and other tobacco  
products for the purpose of classifying the life to be insured as a “smoker” or a  
“non-smoker.” 
 
SSEECCTTII OONN      1199  ––  SSII GGNNAATTUURREE  PPAAGGEE  
 
This section provides a place for the applicant and/or the proposed life to be insured to  
sign the application, testifying to its completeness and accuracy. 
 
SSEECCTTII OONN      2200  ––  TTEEMMPPOORRAARRYY  II NNSSUURRAANNCCEE    AAGGRREEEEMMEENNTT  AANNDD  RREECCEEII PPTT  
 
This section contains details of the Temporary Insurance Agreement (see below) and a  
receipt to be given to the applicant, by the agent, to acknowledge receipt of any  
initial premium tendered with the application. 
 
AADDDDII TTII OONNAALL  FFOORRMMSS  
  
The applicant may be required to fill out additional, separate forms for specialized  
circumstance (e.g., and aviation form for those who fly their own plane). 
 
As well, the agent will have a spot on the application to provide Agent’s Comments or an  
Agent’s Report, where the agent can provide details of such specific factors as policy  
replacement or any other additional information that the agent feels will be important to the  
insurance company in the underwriting process.  This could include details explaining the  
rationale behind the amount of insurance applied for, further information regarding the  
applicant’s personal or family health history, something that the agent knows about the  
applicant or life to be insured or has observed that seems to be inconsistent with the  
applicant’s answers on the application, or any other relevant miscellaneous information,  
such as a client who lives alone and is a professed non-smoker but who has full  
ashtrays scattered about her house. 
 
 
 
 
 
 

Note:  In the case of an application for disability insurance, a section of the 
application will ask for detailed information regarding amounts and sources of 
income. 
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TThhee  TTyyppee  ooff   II nnffoorr mmaatt iioonn  RReeqquuii rr eedd  
  
An application for life insurance requires information in three general classifications:  
personal, medical and product details. 
 
PPEERRSSOONNAALL   II NNFFOORRMM AATTII OONN  
  
This type of information is based upon the applicant and the person whose life the policy 
 contract will insure (if different from the applicant). 

 
 
 
 

 
The premium for life insurance products is generally based on the sex and age (among other  
factors) of a proposed life insured. Information such as the applicant’s (and the life insured’s)  
address and employer could also be needed if more information or clarification of  
information is required.  Following is a list of some of the information that needs to be  
provided by the applicant for life insurance: 
 

�  name of the proposed life insured and that of the applicant (if different); 
�  sex, date of birth and age of the proposed life insured; 
�  marital status of the proposed life insured; 
�  social Insurance Number of the proposed life insured; 
�  address, length of time at that address and telephone number of both the applicant  

and the proposed life insured (if different); 
�  country of residence of the proposed life insured’s employer; and 
�  name and address of the proposed life insured’s employer; and 
�  the current income of the applicant. 

 
Also, the Applicant will typically be asked if the proposed life insured has flown in the past  
five years as a pilot or crew member or has the intention of doing so in the future.  The  
applicant will also be asked if the proposed life insured has or intends to participate in  
hazardous activities such as parachuting, scuba diving, glider flying and the like.   
If there is an indication that the proposed life insured has engaged in such hazardous 
activities, or intends to, additional specific information will be required and additional 
questionnaires may have to be completed. 
 
 
 
 
 

Example:  Sonya wishes to insure the life of her 15-year-old daughter, Maria.  The life 
insurance application will request certain personal information regarding both Sonya and 
Maria. 
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FFII NNAANNCCII AALL   II NNFFOORRMM AATTII OONN  
  
Many insurance applications require that the applicant (and the life to be insured, if  
different) provide financial information regarding themselves, particularly their annual  
income. 
 
In the case of a life insurance application this information has a twofold purpose: 
 

�  To ascertain whether the amount of life insurance being applied for is reasonable  
in the circumstances, if the insurance is intended to be used to replace the life  
insured’s income in the event of death; and to further ascertain whether the  
applicant (payer) can afford to meet the premium requirement. 

 
 
 
 
 
 
 
 
 
 

 
 
In the case of disability insurance, the questionnaire may ask about several aspects of the  
applicant/life insured’s financial circumstances: 
 

�  the amount of typical earned income, before taxes; 
�  the current marginal tax bracket; 
�  the amount of unearned income (if any), including investment and trust income; and 
�  additional sources of disability income (such a group or government plans). 

 
The purpose of these questions (aside from the issue of affordability of the policy premiums)  
is to ensure that the applicant would not be receiving more income, after-tax, during a  
period of disability than he or she was making while able-bodied and working full time. 
 
 

 
 
 
 
 
 
 
 
 

Example: Ali applied for $1,000,000 worth of life insurance on the life of his wife, Nadia, 
ostensibly to replace her income for the family in the event of her death.  Nadia currently 
earns $20,000 a year working as a clerk in a retail store.  At current interest rates of 5% it 
would only take $400,000 of invested capital to replace Nadia’s income, so the insurance 
company might question the amount of coverage being applied for and only offer a lower 
amount of coverage.  If the insurance company did not request information regarding 
Nadia’s income it would have no way of knowing whether or not the amount of insurance 
being applied for was appropriate in the circumstances. 

Example:  Tomas has net employment income of $60,000 a year.  Normally, a disability 
insurance company would be willing to offer Tomas coverage equal to about 70% of his 
pre-disability, pre-tax income, or $45,000 a year.  However, Tomas also has another 
$30,000 a year of income from a trust bringing his total to $90,000 a year.  In the event of 
disability the $30,000 trust income would continue, along with the $45,000, bringing his 
income during disability to a total of $75,000.  This is more than his pre-disability earned 
income and over 83% of his total pre-disability income.  Before issuing coverage the 
insurer would want to know about Tomas’ other sources of income, so as not to 
inadvertently “over-insure” Tomas. 
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MM EEDDII CCAALL   II NNFFOORRMM AATTII OONN  
  
This portion of the application will apply to the life to be insured only (but not also to the 
 applicant, if different). 
 
Although all information requested on an application is necessary for an underwriter to  
assess the risk, the medical background information is perhaps the most essential as it  
provides an indication of the life insured’s state of health, Initially, the life insured answers  
“yes” or “no” to a variety of medical questions. 

 
 
 
 
 

Any questions that are answered “yes” require additional information, such as the precise  
date and nature of the problem, how it was treated and the results of the treatment.  If 
applicable, it is necessary to include the name and address of the attending  
physician in case the underwriter needs more information about the ailment. 
 
The amount of health information that the insurer requires varies, depending on such  
factors as the applicant’s age and the amount of insurance being applied for. 
 
Among the most important questions about a life insured’s medical background are those  
centred around the details about the life insured’s family history, most notably that of his  
or her mother and father.  Specifically, the applicant provides information concerning the  
parents’ current health,  if alive, or cause of death, if deceased.  There will likely be  
specific questions asking if there is any family history of such conditions or diseases  
as diabetes, cancer, high blood pressure and so on.  This information is needed by the  
underwriter to determine the probability of such medical history being passed to the 
life insured (e.g., hereditary diseases or medical conditions that tend to be more  
prevalent in the offspring of individuals with a history of the same condition). 
 

 
 
 
 
 
 
 
 
 
 
 

 
 

Example:  A typical question may be: “Have you ever experienced jaundice or any illness 
associated with the liver?”  The applicant is requested to answer “yes” or “no.” 

Example:  Sally Anderson confirmed on her medical information form that her mother and 
older sister experienced symptoms of diabetes.  The underwriter will be very interested in 
this information because there is a significant chance that Sally, too, may contract diabetes 
in the future.  Sally should give precise information about her mother’s and sister’s 
diabetes such as: 
 

�  When were they diagnosed with diabetes? 
�  Are they under a doctor’s care concerning diabetes? 
�  Do they take medication, such as insulin or pills, to control their condition? 
�  Is the diabetes controlled by diet? 
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The underwriter will want to know if the life insured has ever received treatment for,  
medical advice regarding, or was convicted due to the use of alcohol or drugs. 
 
An applicant will be asked if he or she smokes cigarettes.  Typically, one who has not used  
tobacco products (cigarettes, cigars, pipe, snuff, etc.) during the past 12 months will qualify  
for “non-smoker” rates, although many insurance companies require a longer “smoke-free”  
period. 
 
LL II FFEE  II NNSSUURRAANNCCEE  PPRROODDUUCCTT  DDEETTAAII LL SS  
  
Information concerning the policy being applied for is necessary for the underwriter to  
assess the risk.  Information required typically includes: 
 

�  the type of policy being applied for or its name, amount of life insurance, the premium 
amount and mode; that is, are the premiums to be paid monthly (by automatic  
withdrawal from the applicant’s bank account), annually, semi-annually or quarterly; 

�  riders being applied for, if applicable; 
�  the name of the policy beneficiaries and their relationship to the life insured; 
�  a list of all life insurance on the life insured, including the insurance company’s  

name, the amount and when the insurance came into force; 
�  the amount of insurance in force on the life insured’s spouse (if applicable); and 
�  confirmation as to whether the policy being applied for is intended to replace, or 
  cause a change to, any existing contract of insurance.  If such a replacement or  

change is planned or contemplated, additional details regarding the replacement or  
change (e.g., placing a policy on “paid-up” status or changing its dividend option  
to pay premiums) will be required, including the appropriate provincial  
replacement comparison papers for both the “old” and the “new” policies.  These  
documents provide disclosure to the consumer regarding the comparative features,  
benefits and values of the two contracts, so that he or she can make an informed  
decision regarding replacement. 

 
OOtthheerr   II nnffoorr mmaatt iioonn  RReeqquueesstteedd  
  
The application also consists of an Agent’s Report, where the agent provides the name,  
address, etc.  for the applicant and the life insured (if different).  Specifically, the agent  
is asked how well he or she knows the applicant.  Concerning the policy itself, the agent is  
asked to confirm the premium amount quoted and whether a receipt was issued.  A specific  
question to the agent typically is: “To the best of your knowledge, is this insurance intended  
to replace, or will it cause a change in, or involve a loan under, any insurance or annuity  
policy on the proposed life insured or owner?”  If “yes,” explain in full and complete  
comparison papers.  The comparison papers are sent to the insurance company holding  
the existing policy to allow that company to attempt to conserve the existing contract. 
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All of the aforementioned information submitted is needed by the underwriter to assess the  
risk.  The type and amount of policy is important because the underwriter will want to make  
certain that an exorbitant amount is not being purchased, based on the applicant’s means.  It  
is the role of the agent to fully explain why the amount of life insurance is appropriate. 
 

 
 
 
 
 

 
 
II nnccoommpplleettee  II nnffoorr mmaatt iioonn  
  
TTHHEE  II MM PPAACCTT  OOFF  GGAATTHHEERRII NNGG  II NNCCOOMM PPLL EETTEE  OORR  II NNAACCCCUURRAATTEE  II NNFFOORRMM AATTII OONN  II NN  TTHHEE    
FFII EELL DD  UUNNDDEERRWWRRII TTII NNGG  ((AAPPPPLL II CCAATTII OONN))  PPRROOCCEESSSS  
  
One of the most common, and vexing, problems faced by insurance companies is the lack  
of care given to the completion of the application.  All too many agents, unaware of the  
importance and use of the information requested, become lax in completing the  
application (particularly the Non-medical Questionnaire).  The result is an application  
that contains inaccurate and/or  incomplete information. 
 
It is vital that the agent understand the importance of providing complete and accurate  
answers to all relevant portions of the application and that he or she appreciate  
the possible consequences of failing to complete the application properly. 
 
A number of possible scenarios emerge: 
 
MMiissrreepprreesseennttaattiioonn 
 
In the worst-case scenario, if the agent fails to ask relevant questions or records incomplete  
answers on the application, the issue of misrepresentation could arise.  If, within two years  
of the issue of the policy, the insurance company were to discover that a material piece of  
information had been left out of the application or was incorrectly stated, it could cancel the  
policy for material misrepresentation.  This remains so even if the applicant was never  
asked the question or answered the question but his or her answer was not (or was  
improperly) recorded.  When the applicant (and/or the life insured) signs the application,  
he or she is warranting that the information contained therein is complete and accurate –  
and thus becomes liable for the information. 
 
 
 
 
 
 

Example:  Ben Burton works for an employer, but is planning to quit his job in the next 
nine to 12 months to set up his own business.  He has applied for a $1.5 million policy.  
The agent should mention the fact that Ben is starting his own business to show that the 
amount of insurance requested is not unreasonable in Ben’s circumstances. 
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MMiissttaakkeenn  AAsssseessssmmeenntt  ooff   tthhee  RRiisskk  
 
If the agent is careless in recording data, the application could give the wrong impression  
to the underwriting department with regard to an applicant’s medical or financial status.  At  
best, this could delay the underwriting process while the correct information is obtained.  At  
worst, the underwriting department might accept the information at face value and either reject  
a risk that it should have accepted or accept a risk that it should have rejected. 
 

 
 
 
 
 

 
 
TThhee  NNeeeedd  ffoorr   MMoorree  CCoommpplleettee  II nnffoorrmmaattiioonn  
 
Obviously, incomplete information on the application leads to the corollary – the need for  
more complete information.  This will lead to a slowdown in the underwriting process – as  
the needed information is asked for and obtained.  If the underwriting process slows down too  
much, the client may grow impatient with the process and simply cancel the application. 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

Example:  In filling out an application for life insurance on Marty Martin, an agent failed 
to record the fact that Martin had suffered a “fainting spell” two years previously, despite 
being told about it by Martin.  The agent has been momentarily interrupted by his cell 
phone during the interview and “lost his place” on the application when the form was 
completed.  Martin, a Bay street broker, failed to notice the omission.  A year later, Martin 
died of a heart attack, brought on in part by hypertension.  The life insurance company 
double-checked Martin’s medical records prior to paying the death claim only to find out 
about the “fainting spell.”  The insurance company denied the claim because of “material 
misrepresentation.”  The case is still before the courts. 

Example:  In completing the personal information section on a disability application, an 
agent inadvertently wrote down Abdul’s annual income as $22,000, rather than $72,000.  
As a consequence the insurance company decided that Abdul could not qualify for the 
$3,000 a month in disability coverage he applied for and rejected his application. 

Example:  Julio Inglese was taking a life insurance application on Nina Fosch.  In response 
to the question, “When was the last time you visited a doctor, and why?”  Nina advised that 
she had seen her doctor the previous May for her annual check-up.  Julio recorded the 
answer as given, without asking for further details.  Predictably, the insurance company 
came back to Julio and asked him to meet with Nina again to find out if any medical 
problems emerged from the check-up and, if so, what the treatment and the prognosis were. 
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MMiissiiddeennttii ff iiccaattiioonn  
 
If data regarding the applicant or the life to be insured is inaccurate (a wrongly spelled  
name, an incorrect address), the result could be the gathering of inaccurate information  
by the insurance company and its investigators, since it is looking for information about  
the wrong person. 
 

 
 
 
 
 
 
 
 

  
MMiissmmaattcchh  wwii tthh  OOtthheerr   II nnffoorrmmaattiioonn  SSoouurrcceess  
 
If the agent incorrectly records a given piece of information on the application, and the 
insurance company subsequently discovers (from another source) that the information  
was inaccurate or incomplete, the veracity of the applicant may come into question.   
And the natural inclination of the underwriter might be to wonder, “If she lied about this,  
what else did she lie about?”  This could cause delays and distrust in the underwriting process,  
even if the matter at issue was not material. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The bottom line for agents is, when in doubt, put it in …and put it in correctly.  And have  
the applicant carefully and fully check every question and answer for accuracy and 
completeness before signing the application.  No underwriting department of any life or  
disability insurance company ever rejected an application because too much  
information was provided! 
  

Example:  Agent Tom Harper took an application on the life of Dan Stiles of Riverdale, 
Alberta.  However, in completing the client information portion of the application, he 
recorded the applicant’s address as Riverview, Alberta.  As luck would have it, there 
was a Dan Stiles in Riverview, and that Dan Stiles had just had his driver’s license 
suspended for impaired driving.  Based on the information about “Dan’s” driving 
record, the insurance company rejected the application.  It took weeks to sort out the 
confusion. 

Example:  In the course of completing the Non-medical Questionnaire on an insurance 
application, Martha advised the agent that she had been diagnosed with a “juvenile heart 
murmur” on her high school medical.  She noted that doctors later discovered that most 
of these diagnoses were incorrect due to the use of inadequate testing equipment.  
Martha advised that the alleged heart murmur never showed up in any subsequent 
physical exam.  Consequently, the agent didn’t bother to record any information about 
the heart murmur, thinking, “why bother?” 
 
When the insurance company’s medical underwriting department checked with 
Martha’s doctor regarding other elements of her medical history, the ancient “heart 
murmur” came to light.  It was six weeks before the matter was cleared up and the 
underwriting department took a very close look at all other information that Martha had 
provided on the non-medical form. 
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TThhee  TTeemmppoorr aarr yy  II nnssuurr aannccee  AAggrr eeeemmeenntt   ((““ TTII AA”” ))  
 
Typically, one of the least understood documents that the agent handles is the Temporary 
(or “Conditional”) Insurance Agreement (TIA).  Few agents fully appreciate the terms  
and  limitations of the TIA; fewer still ever properly explain them to the applicant; and the  
“rules” regarding when a TIA should be issued can be vague at best. 
 
A Temporary Insurance Agreement is a legal agreement between an insurer and a  
proposed policy owner (applicant) that provides a guaranteed amount of temporary  
(or an “interim”)  life insurance coverage on the life to be insured for a specific period  
of time.  The TIA is usually in force for the duration of the underwriting process  
(from date of application to policy delivery). 
 
The TIA is a contractual obligation between the applicant and the life insurance company:   
it is not mandated by the Uniform Life Insurance Act.  The TIA is usually combined with  
a Premium Receipt, given to the applicant to acknowledge receipt by the agent of 
 consideration (a premium cheque) tendered with the application. 
 
The TIA allows the life insured to be insured from the date of the application even before  
a policy contract is issued. 
 
However, the issuance of a TIA is not automatic in the case of all applications and the 
coverage (or the existence of coverage) under a TIA is generally subject to a number of  
conditions: 
 

�  a minimum premium must have been paid; 
�  a maximum age (over which a TIA may not be issued) will be specified; 
�  the maximum amount of insurance that can be provided under the TIA will be  

specified; 
�  the period after which the coverage provided under the TIA will terminate (often a  

maximum of 60 days); 
�  the TIA is subject to cancellation by the insurance company at any time; 
�  coverage provided under the TIA is only valid if the policy can be issued as applied 
  for, at standard premiums rates, as of the date of application;  and 
�  the TIA will be covered by the same terms and conditions as the underlying 
  policy (e.g., its provisions will be subject to a suicide clause). 

 
The two most common types of TIA used in Canada are: 
 

�  the “insurability agreement” that provides for the temporary insurance to be in effect  
once the medical evidence and a premium cheque have been submitted to the insurance  
company, provided that the applicant (or the life to be insured, if different) is insurable 
at that time at standard rates under the insurer’s normal underwriting rules; or 

 
 
 



 
Continuing Education on the Web 
(06/2007) 

29 

 
�  the “approval agreement” which only provides coverage once the final required  

medical evidence and a premium cheque have been submitted, provided that the  
applicant (or the life to be insured, if different) is insurable at that time at standard  
rates under the insurer’s normal underwriting rules. 

 
The agent should only issue the TIA if a suitable premium payment has been made with the 
 completed application and he or she has reason to believe that the proposed life insured is 
 “insurable” at standard rates.  If either of these factors is not in place, then the TIA should 
 not be issued. 
 
There are (as noted) some limitations regarding the insurance coverage provided under a  
TIA, such as a maximum amount of coverage provided (regardless of the amount  
applied for). 
 

 
 
 
 
 
 

 
The agent should not issue the TIA receipt to the applicant if it appears doubtful that the  
coverage will be issued, or will be issued at substandard rates.  This is the most subjective,  
and difficult, decision for the agent to have to make during the sales and application process. 
 
If there are aspects of the answers on the Non-medical Questionnaire that give rise to concern  
as to whether the life to be insured would be insurable at standard rates, the TIA should not  
be issued. 

 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 

Example:  An applicant may apply for $1,000,000 of insurance for business purposes, 
but the maximum amount under the TIA could be only $250,000.  Therefore, if the life 
insured dies before the underwriting process is completed, and if the life insurance 
company subsequently determines that it would, in fact, have accepted the risk at 
standard rates, only $250,000 would be paid to the named beneficiary. 

Example:  Agent Doug was taking an application from Loretta for term life insurance.  
In the course of completing the Non-medical Questionnaire, Loretta revealed that she 
had to go to the emergency ward last month for relief of undiagnosed “chest pains.”  
Since. Loretta’s medical status is in doubt (until the chest pains can be diagnosed, for 
example), Doug should not issue a TIA to Loretta 

Example:  Agent Doug also took an application on Loretta’s husband, Todd.  Todd 
gave his weight as 290 pounds (at 5’,7”) and is obviously seriously over-weight.  Since 
obesity can be cause for a premium rating, or a “decline” in the underwriting process, 
Doug also should not issue a TIA with Todd’s application. 
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If there is collateral evidence apparent to the agent that makes it questionable as to whether  
the policy could be issued at standard rates (or issued at all), the TIA should also not be issued. 
 

 
 
 
 
 
 

 
NOTE: In circumstances like the above, in addition to not issuing the TIA, the agent should 
also take care to note his reasons for not issuing the TIA, on the Agent’s Report section of the 
application.  This will put the insurance company’s underwriting department on notice to  
pursue the matter. 
 
The agent should also not accept a first premium cheque from the applicant for an amount of 
 coverage greater than the maximum allowable under the TIA (or the amount applied for,  
if less). 

 
 
 
 
 
 
 
 
 
 
 

 
In fact, some insurers require that, in circumstances where the amount of coverage applied  
for exceeds the TIA maximum, the agent should take two applications from the client:  one  
for a face amount of coverage equal to the TIA maximum (for which a premium cheque  
will be taken and the TIA will be issued to the client) and one for the full face amount of the  
coverage desired (for which no premium cheque will be accepted and on which no TIA 
 will be issued).  In this way, there can be no doubt about the maximum amount of liability 
 that the insurer is accepting. 
 

 
 
 
 
 
 

 
 

Example:  Agent Doug also completed a life insurance application on Loretta and 
Todd’s neighbour, Festes.  Although Festes professed himself to be a non-smoker, 
he lives alone and there were full ashtrays spread all around his house.  If Festes 
was answering the “smoker” questions on the application fraudulently, any policy 
that might be issued would be void.  Once again, Doug should not issue a TIA. 

Example:  Antonio is applying to the Acme Insurance Company for $1,000,000 
of term life insurance.  The monthly premium for the coverage that Antonio 
desires is $600.  Acme has no problem accepting the risk, but its TIA only covers 
a maximum face amount of insurance of $500,000.  If Antonio’s agent wishes to 
be able to issue him a TIA for the policy (possibly granting him immediate 
insurance protection) she should only take a cheque from Antonio for about $300 
(the premium for $500,000 of term insurance).  In this way, there can be little 
doubt that the full amount of insurance coverage applied for (The $1,000,000) is 
not being provided under the TIA.  

Example:  In Antonio’s case, above, perhaps the agent should have completed 
two applications for Antonio: one for $1,000,000 (with no premium cheque or 
TIA) and one for $500,000 (with a premium cheque taken and a TIA given to 
Antonio).  In this way, there could be even less doubt as to the amount of 
insurance coverage provided under the TIA. 
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Generally, if a TIA has been issued, but the underwriter determines that additional  
information will be required, the underwriter may revoke the TIA by so advising the  
applicant in writing – in order to get the company “off the risk” for the duration of  
the underwriting process. 
 
The bottom line is that agents should not consider the issuance of a TIA to be an 
“automatic” part of the sales process and should be careful in explaining to the applicant  
the amount and extent of coverage (and restrictions) applicable under the TIA. 
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The Acme insurance Company Temporary insurance Agreement provides coverage for a limited period of time subject to 
The following terms and conditions. 
 
Conditions to be fulfilled for coverage to be in effect 
 
(a) The application has been fully and truthfully 

completed: and 
(b) The money acknowledged by this receipts is 

paid on the same date as the Application was 
completed and is sufficient to fully pay the 
initial premium(s) on the premium mode 
elected. 

 
Maximum Coverage 
 
The total amount of life insurance coverage provided 
by this and any other, Temporary Insurance 
Agreement issued by the Acme Insurance Company is 
the lesser of $250,000 or the total amount of insurance 
applied for (including the total amount of any 
Accidental Death Benefits). 
 
Coverage Exclusions 
 
No benefit is payable under this provision if, on the 
date of this Application, any life insured named in the 
Application. 
 
(a) Was incapable of performing the normal 

duties of his/her usual occupation because 
of illness or injury; 

(c) Has been treated for, or had any known 
indication of heart disease, elevated blood 
pressure, chest pain, stroke, cancer, 
AIDS/HIV or any immunological disorder 
within the past two years; 
(d) Had any life or disability 
application declined, postponed, or modified 
in any way within the past two years; and 
(e) Has been confined to a hospital, 
nursing home, sanatorium, Psychiatric 
facility or similar institution within the past 
six months. 

 
Coverage Effective Date 
 
The temporary insurance coverage will be effective on 
the date the conditions outlined in this agreement have 
been fulfilled. 

 
 
This Agreement will not provide any coverage if: 
 
(a) Death or disability occurs by self-inflicted 

injury while sane or insane, or as a result of 
committing, or attempting to commit, a 
criminal offence; 

(b) Any proposed life insured fails to disclose, or 
misrepresents, facts within his/her knowledge 
which are material to the insurance; or 

(c) The total amount applied for, and currently in 
force with the Acme Assurance, exceeds 
$250,000. 

 
Termination of Coverage 
 
Coverage under this agreement will end on the earliest of: 
 
(a) The date the policy applied for becomes 

effective; 
(b) The date the company offers a policy other that 

as applied for; 
(c) The date the Company sends written notice to 

the proposed insured at the address indicated in 
this Application (or, if not indicated, at the 
address last known to the Company) that the 
Application for insurance is not acceptable; 

(d) The date the applicant submits his or her 
written request for the withdrawal of this 
Application, and 

(e) The 90th day after signing Page 9 of this 
application. 

 
Limitation of Authority 
 
No representative of the acme insurance Company is 
authorized to modify this agreement. 
 
 
 
 

 
Insurance Limitations 

TEMPORARY INSURANCE AGREEMENT (LIMITED INSURANCE CO VERAGE) 


