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Making Life Insurance Safe
How the Public is protected by Government supervision and regulation

By George Gilbert

No portion of e uni '» »ltl« con be more eecure, 
duller for dollar, Ikon hi* life iusdranre H. aim 
Iule ta tkia eecurity lbat it ie practically impos 
eible for a policyholder to low a dollar of the face 
value of kie policy, if be ia insured 10 a legal re 
serve company licenced by the iJomiaion (jovera 
ment No other baeineu in this country ie sur
rounded by Ike lame safeguards for tke public a* 
is tke busier-»» of life iasuraace. No bank, loan 
eom|*ny, mortgdg* corporation, trust company or 
other Unsocial institution doing business in Canada 
carries tke government II K as to its ability to 
carry out its contracts with tke public that is earned 
by tke life insurance com: _■ business under
a license from tke Itomiaion Gov ernmeat This 
Statement does not apply ia tke same degree to 
provincial companies not under Uominioa govern
ment supervision, because, while tke insurance laws 
of a province mav be adequate, tke rspert inej-ec 
turn and rsammalioa required in order la ascertain 
wbetkeajkr Inws are t»eing lived up to in every roe 
peel aa^Al tie pros ided for —a vital defect.

The llemialoe government has nut only prescribed 
an absolutely safe standard of solvency for tke life 
companies but, thru its syMcm of supervision it 
makes sure that tbs companies conform to the pro 
scribed standard This 
super vîmes is carried 
out by I be I tommies 
Insures re I Is port mes I, 
which ia manned by 
es perte cope We of es 
amiaiag into the af 
fairs of the rompantes 
and ascertaining if tbs 
rouuiremsnls of tke 
strict Ibmiaisa iaaur 
Bare laws are being 
compiled with ia every 
particular.

As tbs pries of life 
insurance is paid by 
instalments or pro 
miume ever a number 
if years, while lbs 
be sell or payment of 
Ike amount of the pel 
ley may be deferred 
fee a king period of 
llaw, it is but proper 
that the polie y bolder

Once every 6ve years, or oftener, the superintend
ent must value by ike net premium method all tke 
l-oliries of tke Canadian eomj-auies and all tke Cana
dian policies of the other companies licensed to do 
business in Canada. The basis of valuation is the 
Oui Hi Table of Mortality and 1| per cent inter
est. If aay deficiency in assets is shown by this 
valuation it must b« made guod, or tke license will 
be withdrawn. Tbs su|-cnntcndcnt .also has |>uwer 
to visit the head ofhee of any outside company, and 
esamiue into its condition and affairs.

The supanntendeat, or aay officer or clerk under 
him, must not be interested directly or indirectly as 

1er in any insurance rom|-any 
ness in Canaria. All amalgamations of companies, 
and transfers of business, must have the sanction 
of the government. If p i
one fffth of the total amount of iasuraace la a com 
pan y object to tke amalgamation or reinsurance of 
Its business, the government must withhold its 
sanction.

All salaries, directors* fees. Hr, must be author 
ired by a vole of the policyholders in a mutual 
com|«ay, and by a vole of the shareholders aad

or of aay other life insurance company licensed to 
do business in Canada.

The companies may lead their funds on the seeur

I a) Any of the bonds, debentures, stocks above
mentioned, or

(bj Krai estate or leaseholds subject to certain 
limitations No loans to directors except policy 
loans are permitted.

A Canadian company doing business outside of
Canada, must at all times retain ia Canada and un 
der its own control assets at least equal to the 
amount of its total liabilities to its policy holders 

leads, and at least two thirds of the amount 
of these assets must be investments in or loans upon 

Life romi-anies must not be 
interested ia the promotion or forwmtioa of aay 
other company, aad underwriting of the stock of 
other companies ia restricted- Tie superintendent 
must allow as assets only such securities as are 
authorised by the Iasuraace Act

against the failure of 
a company to carry 
suit its contracts That 
every policyholder la

I dee Ie ear laswranee 
iwa aad oar govern 
aat supervisées of ia

While th
laws aad 

clean government ee
•ino may net be needed in the case of tke 

great major!i v of our life loauraaee companies, 
which are soundly managed aad give more ample 
severity than ear taws call for, they furnish a 
guarantee im all llcsased life companies are safe 
la insure wit|

The policy must contain the whole contract be 
tecea the company aad the assured That is, rules

sod regulations, by 
laws, applications, etc , 
cannot be made a part 
of the contract unless
endorsed upon or at 
tacked to the policy 
when issued. The agent 
of «be rompaay can 
net be deemed to be 
the agent of the ia 
eared Estimates are 
forbidden of the pew
its or dividends ex 
peeled to be received 
in der aay policy. Be 
bates or discrimina 
tien ia favor of la 
dividual policy holders 
are forbidden perm 
lam rates mast be lied 
with the su(mnntee

la the tret place ear iasuraace laws reunite l 
face a life rumpehy caa transact life toeerl

■mire that
span y can named nre insurance 

thrown! i aaada it most obtain a license from the 
llomiainn Nuperiateadeal of Insurance, before 

ilea dent can issue or renew a liseuse 
be meet satisfy himself that the requirements of 
ear lews have been Complied with and that the 
company le la a condition Ie meet He liabilities. 
All saisi I. remuantes meet maintain assets Is 
«‘aaada equal le tkeir liabilities is « ana-la. except 
to reaper! af peltries Iasi 1 peter to March Jl, lift 

Another requirement of ear Insurance laws le that 
aa annual statement must be tied each rear with 
the Insurance Impenmeet, wader aath, showing la 
detail the starts gad Me hi lilts*. Interne and expand! 
tore, aad ether informelles deemed necessary by 
the Insurance Depart meet Two half yearly mate 
meats most alee be lied rhssnag lbs - 
at the end of June end at the end af December af 
each year By a yearly Inspection af each earn 
puny, the experts of the insurance Department meet 

Ike rarrerloem of Ike statements tied. Bad 
tee that the Correct Agars* are publish ad m the 
annual report af the Au per intrados! *f Insurance 

If deemed esrnssury. further examination may be 
mi* tk* s e rampar ■ hooks
be epee fee tke laspeetina of the super in 

ibe power Ie examine wader oath 
«bo rliirv nr agente of the company

ether members, if any, in the ram of a stash com
pany. Tke superintendent of iasuraace meet see 
that cash company *e investments are suck as ram- 
ply with the requirements of the iasuraace AeL 
« sued inn cum punira are permitted la invent la the 
fallowing tec*ntim

(a- lira ere meet, municipal or wheel rsrpo ratine 
beads wit heel restrict Ira

lb) Beede'wcured by mortgage au reef estate sr 
ether newts of the rsmpesy

(el Debentures of a company which has bora de 
mg bornasse far net lens than three years and 

has net made aay default m pevmeel uf to 
terrai within the period of three years from the 
dale af the lav rat mm t-
(dI Preferred stocks of any company epee which 

regular dividends have bees paid fur eel Iras than 
I » i years preceding lbs insist smst. nr the stocks 
*f any ram pas y which are guaranteed by a ram- 
(any which has paid regular dividende epee Me 
preferred ee remans Maras fw not Ism than tvs 
years preceding the purchase of raid guaranteed 
Mack, presiding that the amount af the stock » 
guarani**-! is awl ia esrem of M per seat, of the 
stork of the guaranteeing ram pan y

(a) Tbs ram mao Much af aay company which 
has paid regular dividends of at least « per cent 
fee raven years preceding the' purchase, provided 
that net mere than M per seal of the surname 

aol mars thee M per real af the total 
loses of the Machs af any ram sea y shall be pur
chased Invest meat la Ms ewe shares of the shares 
f a* Mi --mjany is prohibited V 
ft) Oran ad rests, meet gage*, hypothecs ee real 

ratals la Canada *r elsewhere, where the ram pan y 
ie carrying w bewaora

g Uf* w radii wwsst wet reels af tbs rams

Karpins muM be as 
reclamed aad diMri 
bated to pwticyhsldsrs 
at leeM were every 
ive yearn, except in 
raw uf defected dlvi 
deed pelietw, where 
lb* surplus muM be aa 
• vftaiaed aad app*>-
tinned and must we
Mitel# a liability and 
be charged in its nr 
counts accordingly. No 
pulley af life msur 

, ses asm cun sera can be sold ia
«'anode until a e*py 

uf the form has been mat to lbs superintendent 
It meet see lam prev leiee fw thirty days of grass 
for payment uf premium, per misai an Is engage In 
Iks active service af the militia uf Canada, at such 
• lira premiums as may he Axed, that the policy 
shall be lacwatsotahls after at least tore years, most 
have tables uf surrender, lees aad taM slim set 
values and reinMal

vlv
s and rewMalemeol pew ism* Me parai* ee
IS of perlletpetlag aad non participating buM 
mast be bspt 

At nek compas IS* must leeM en*
af their directors, elected by the participai lag 
psBuyhetdeca. Every bahisr of s 
policy must ha«e a vote Do the elect ms uf pulley 
MimraMmraH^Wtara' M*™MMmholder*' directum M elders of a participating

MjMt ere ellgtbie far slsstiua as policy 
latdsrs• direct- - r per rent nf tk* prwffte
arising from participating policies muM g» le the 

,g policyholders as e*:i as a share at 
Iks pruAts from the sals of securitise ie th* | "> 
pertioe that th* reserve aa parlwi|«tmg pnlisls* 
bears to the total

A standard farm of I use rue rat mu 
penis* is aim preserihed. Tbs eeM nf issorpsra 
list cas sot ho rkarged to tbs policy holders w he 

rat of capital To shot

ta carry out 
regular Ilfs

their contracts that Is carried by the 
sjasies. thews sue tel we ere required 

to pelai eu every application, policy and certiAsal* 
issued w weed Ik* weeds- "This assn list ms ta 
not required by law la maintain the reserve which 
is required uf ordinary life leewmas# ram pan ms •• 

' wosemeet ffymsm * ’ bum aim appear 
at the head of every policy aad ia every circular


