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LLQP Competency Profile

Ethics and Professional Practice

Legal Framework Governing Life Insurance
* Integrate into practice the legal aspects of insurance and annuity contracts
o Delimit the legal framework governing life insurance

Insurance Policy Provisions
* Integrate into practice the legal aspects of insurance and annuity contracts
o  Characterize the parties involves in the contract
o  Contextualize the rules relating to the contract’s formation, taking effect, reinstatement and
termination
o Explain the main provisions and clauses of an insurance or annuity contract

Life Insurance, Accident & Sickness Insurance and Annuity Claims-Payment of
Proceeds
* Integrate into practice the legal aspects of insurance and annuity contracts
o Integrate into practice the rules relating to beneficiary designation and exemption from
seizure of benefits
o Contextualize the rules relating to claims and the payment of benefits

Rules and Principles Governing the Activities of Life Insurance Agents and Accident &
Sickness Insurance Agents
* Integrate into practice the legal aspects of insurance and annuity contracts

o  Explain the role of the organizations that protect clients

o Integrate into practice the obligations and responsibilities of life insurance agents

Life Insurance

Introduction to Life Insurance
*  Assess the client’s needs and situation
o Articulate the client’s needs based on the risks that could affect their financial situation

Term, Whole and Universal Life Insurance
*  Assess the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs

Term Life Insurance
*  Assess the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs

Whole Life Insurance
*  Assess the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs



Universal Life Insurance
*  Assess the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs

Riders and Supplementary Benefits
*  Analyze the available products that meet the client’s needs
o Analyze the riders that meet client’s needs

Group Life Insurance
*  Analyze the available products that meet the client’s needs
o Analyze the riders that meet client’s needs

Taxation of Life Insurance and Tax Strategies
*  Analyze the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs
*  Assess the client’s needs and situation
o Assess the appropriateness of the client’s existing coverage in regard to their situation
* Implement a recommendation adapted to the client’s needs and situation
o  Propose a recommendation adapted to the client’s needs and situation

Business Life Insurance
*  Analyze the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs
*  Assess the client’s needs and situation
o Articulate the client’s needs based on the risks that could affect their financial situation

Application and Underwriting

* Implement a recommendation adapted to the client’s needs and situation

*  Consider the impact of underwriting criteria as they apply to the client’s situation
*  Consider the requirements that must be met to implement the recommendation

Assessing the Client’s Situation
* Assesthe client’s needs and situation
o Determine the client’s situation
o Assess the appropriateness of the client’s existing coverage in regard to their situation

Recommending an Insurance Policy
*  Asses the client’s needs and situation

o Articulate the client’s needs based on the risks that could affect their financial situation
* Implement a recommendation adapted to the client’s situation

o  Propose a recommendation adapted to the client’s needs and situation

Ongoing Service
*  Provide customer service during the validity period of coverage
o Validate the appropriateness of contract amendment, renewal and termination application in
regard to the client’s situation
o Inform the claimant of the claims process



Accident and Sickness Insurance

Financial Protection Provided by Accident and Sickness Insurance
*  Assess the client’s needs and situation
o Articulate the client’s needs based on the risks that could affect their financial situation

Insurance to Protect Income

*  Analyze the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs
o Analyze the riders that meet the client’s needs

Insurance to Protect Assets

*  Analyze the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs
o Analyze the riders that meet the client’s needs

Insurance to Protect Business
*  Analyze the available products that meet the client’s needs
o Analyze the types of contracts that meet the client’s needs
* Implement a recommendation adapted to the client’s needs and situation
o Propose a recommendation adapted to the client’s needs and situation

Client Profile
*  Assess the client’s needs and situation
o Determine the client’s situation
o Assess the appropriateness of the client’s existing coverage in regard to his or her situation
o Articulate the client’s needs based on the risks that could affect their financial situation
* Implement a recommendation adapted to the client’s needs and situation
o  Propose a recommendation adapted to the client’s needs and situation

Insurance Recommendation, Contract and Service Needs
*  Analyze the available products that meet the client’s needs;

o Analyze the types of contracts that meet the client’s needs;

o Analyze the riders that meet the client’s needs;

o  Consider the impact of underwriting criteria as they apply to the client’s situation;
* Implement a recommendation adapted to the client’s needs and situation;

o Propose a recommendation adapted to the client’s needs and situation;

o Confirm the requirements that must be met to implement the recommendation;
*  Provide customer service during the validity period of the coverage.

o Validate the appropriateness of contract amendment, renewal and termination applications

in regard to the client’s situation;
o Inform the claimant of the claims process.

Group Plan Specifics
*  Assess the client’s needs and situation;

o Determine the client’s situation

o Assess the appropriateness of the client’s existing coverage in regard to their situation
*  Analyze the available products that meet the client’s needs;

o Analyze the types of contracts that meet the client’s needs

o Consider the impact of underwriting criteria as they apply to the client’s situation




* Implement a recommendation adapted to the client’s needs and situation;
o  Propose a recommendation adapted to the client’s needs and situation
o Validate the appropriateness of contract amendment, renewal and termination applications
in regard to the client’s situation;
*  Provide client service during the validity period of the coverage
o Inform the claimant of the claims process

Segregated Funds and Annuities

Investment and Savings
*  Assess the client’s needs and situation
o Determine the client’s situation, investment objectives and investor profile
o Articulate the client’s needs based on the risks that could affect their financial situation
*  Analyze the available products that meet the client’s needs
o Analyze the advantages of segregated funds in comparison to other types of investments in
regard to the client’s needs
* Implement a recommendation adapted to the client’s needs and situation
o  Propose a recommendation adapted to the client’s needs and situation

Segregated Funds
*  Analyze the available products that meet the client’s needs
o Analyze the types of investments that can constitute a segregated fund and that meet the
client’s needs;
o Analyze the advantages and limitations of segregated funds in comparison to other types of
investments in regard to the client’s needs;
* Implement a recommendation adapted to the client’s needs and situation

Annuities
*  Analyze the available products that meet the client’s needs
o Analyze the types of annuities that meet the client’s needs
* Implement a recommendation adapted to the client’s needs and situation
o  Propose a recommendation adapted to the client’s needs and situation

Investor Profile
*  Analyze the client’s needs and situation
o Determine investment objectives and investor profile
o Assess the appropriateness of the client’s existing coverage in regard to their current situation
o Articulate the client’s needs based on the risks that could affect their financial situation
* Implement a recommendation adapted to the client’s needs and situation
o Propose a recommendation adapted to the client’s needs and situation

Segregated Funds and Annuity Recommendation
*  Analyze the available products that meet the client’s needs
o Analyze the types of investments that can constitute a segregated fund and that meet the
client’s needs
* Implement a recommendation adapted to the client’s needs and situation
o Propose a recommendation adapted to the client’s needs and situation
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Segregated Funds Contract
*  Analyze the available products that meet the client’s needs
o Analyze the advantages of segregated funds in comparison to other types of investment in
regard to the client’s needs
* Implement a recommendation adapted to the client’s needs and situation
o  Confirm the requirements that must be met to implement the recommendation
*  Provide customer service during the validity period of the coverage
o Validate the appropriateness of contract amendment, renewal and termination application in
regard to the client’s situation
o Inform the claimant of the claims process

Annuity Contracts
* Implement a recommendation adapted to the client’s needs and situation
o  Confirm the requirements that must be met to implement the recommendation
*  Provide customer service during the validity period of the coverage
o Validate the appropriateness of contract amendment, renewal and termination application in
regard to the client’s situation
o Inform the claimant of the claims process

Group Retirement and Investment Plans
*  Assess the client’s needs and situation
o Determine the client’s situation, investment objectives, and investor profile
o Assess the appropriateness of the client’s existing coverage in regard to their situation
*  Analyze the available products that meet the client’s needs
o Analyze the advantages of segregated funds and annuities in comparison to other types of
investments
* Implement a recommendation adapted to the client’s needs and situation
o  Propose a recommendation adapted to the client’s needs and situation
o Confirm the requirements that must be me to implement the recommendation
*  Provide customer service during the validity period of the coverage
o Validate the appropriateness of contract amendment, renewal and termination application in
regard to the client’s situation
o Inform the claimant of the claims process






Ethics and Professional Practice
Legal Framework Governing Life Insurance

In Canada, insurance law is taken from several sources: the Canadian Constitution, Common Law
and legislation/regulation. Insurance law has been mostly enacted through legislation passed by
provincial and territorial legislatures. This section provides an overview of the legal framework
applicable to insurance and serves as a guide for insurance agents as it relates to the conduct of
their professional practice. This section will also present the most important Common Law rules,
statutes and regulations applicable to a life and health insurance agent’s business.

Life and accident and sickness insurance in its legal context

An insurance contract is an “undertaking by one person to indemnify another person against loss
or liability for loss in respect of a certain risk or peril to which the object of the insurance may be
exposed, or to pay a sum of money or other thing of value upon the happening of a certain event
and includes life insurance.

e Life Insurance
o Covers the risk of one or more persons dying
* Accident and Sickness
o Loss, due to accident or sickness, of the ability to work in gainful employment
(disability insurance)
Onset of diagnosed iliness (critical iliness)
Accidental death or dismemberment
Reimbursement of medical fees and drugs
Long term care
* Insurers
o Insurance contracts are created and underwritten by business corporations or
mutual insurance corporations which are licensed by the government to act as
insurers
e Agency relationships
o Inlaw, ‘agency’ is referred to as a relationship of delegated authority. Individuals who
play this role are considered ‘agents, and the other party (corporation, person, etc.)
are called the ‘principal’.
e Agents
o The relationship between the insurance company and a life insurance agent is
considered to be that of a principal and agent
o Act on behalf of the insurance company in selling insurance to clients
o Can be employed by individual insurers (captive agents) or as independent reps
* Managing general agent (MGA)
o Facilitates business between agents, their clients, and insurers by providing some or
all of the following services
= Supports the agent is obtaining contracts with insurers, including providing
authority to the agent
=  Processing and tracking agents’ business submitted by an agent
=  Providing sales and training support

O O O O
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= Pooling of commission payments for the agents from multiple insurers
e Agency
o Aninsurance agency is either a corporation or a partnership that holds a license from
a regulator or several regulators.
o Aninsurance agency must have at least one licensed insurance agent for
the same category of insurance for which the insurance agency holds a
license
o Anagent who wants to expand his business by hiring, training and supervising other
agents must apply for a license as a corporate agency life license meeting the
requirements of the specific province (or territory) where they intend to operate
o Anemployee of an agency will need to be licensed to conduct most activities (e.g.
solicit insurance, negotiate or procure insurance, etc.)
e Regulation of insurance and licensing
o Allinsurance companies are heavily regulated and supervised
o Provincial legislation gives designated actuaries extensive powers and responsibilities
including reporting on the financial soundness of a life insurer’s business operations
o Under the provisions of provincial and territorial law, insurance agents must be
licensed. The name of the applicable regulatory and statutory framework varies from
province to province

General legal principles applicable to an agent

The law that applies to the interpretation of an insurance contract will be the law of the province
or territory where the policy was contracted. The statutory basis for the creation and treatment
of insurance contracts in the various provinces and territories is very similar resulting in
consistent treatment of legal principles and their application to the life insurance agent’s
business. The relevant legal principles that arise from common law are outlined below.

* Capacity and status of persons
o From alegal standpoint, the concept of capacity relates to a person’s ability to
provide valid consent — are they capable of understanding the terms of the
contract even if they do no know all the details
* Natural persons, partnership and legal persons (corporations)
o Natural persons
= Definedasahuman being that has the ability to make decisions about
their person and property and to bear the risks and rewards of those
decisions
o Partnerships
= A partnership is an arrangement between two or more parties carrying on
business together with a view to making a profit
o Legal person (corporation)
= Acorporationis a “legal person.” In other words, it can be described as a
separate entity from those that manage or own it
* Minors and guardians

—II
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o Provincial insurance legislation says that, for contracting a policy (but not as a
beneficiary receiving death benefits), a person 16 years of age or older has
the capacity to contract for insurance on its own behalf

o Parents of minors aged 15 and under (without the capacity to contract a life or
accident and sickness insurance policy) have an insurable interest in their children
and may apply for a life insurance policy in their name

e Power of Attorney (POA)

o To address the risks of becoming unable to look after themselves (personal care) or
manage their property, adult individuals may voluntarily appoint a legal
representative while they are still capable, to represent them and make decisions on
their behalf when they are coming to the end of their life

o POA

= A power of attorney is a legal document made by one person who appoints
another person, called an “attorney,” to deal with the business and property
of another person and to make financial and legal decisions on their behalf

= |t can be very broad or specific, but ends upon death or if the individual
becomes mentally incapable

o Enduring POA

= Same as a regular POA, only that it continues even if the principal becomes
mentally incapable

= A property power of attorney document, depending on its terms, may come
into effect immediately; or it may require someone, such as a doctor or
capacity assessor, to “trigger” its effect

= Agents dealing with POA’s should obtain a certified copy of the POA from a
notary public and have it reviewed by the insurance company

= A POA s not the same thing as a “living will”, which simply addresses your
treatment and personal care wishes and does not name anyone.

* Marriage and common law spouse

o The agent must understand the legal relationships clients may enter into with third
parties, e.g. marriage or common law relationships

o Property rights are treated different when a client is married vs. when they are in a
common law relationship

o Couples may adjust their legal rights before or during a relationship through pre-
nuptials orcohabitation agreement

* Divorce and separation

o Inthe event of divorce or separation, the value of the policy may become subject to
the valuation and division of property.

o Insurance proceeds received from a third party may receive preferential treatment
similar to inheritances and gifts, and be excluded from the rebalancing of financial
assets

o Family property

= Implies property that was acquired during the marriage or used by the family
of married spouses or generates income that supports the family

—II
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= Family property is presumed subject to equal division when the married
spousal relationship breakdown
= |n contrast, property that was acquired prior to the marriage (or
relationship), or that came from an inheritance during the marriage, usually
gets protection from division
= Rights for spousal support are separate and additional to the right of
property division
e Wills, estates and successions
o The collection of property and property rights that the deceased owned is referred to
as their “estate
o Not all property owned by an individual is controlled by their will.
= QOwnership of property held in “joint tenancy” with one or more persons
usually passes outside the will.
= Registered plans with a named beneficiary, including RRSP, RRIF, and TFSA
pass directly to the named beneficiary. Life insurance payable to a named
beneficiary also passes outside the will to the named beneficiary
= Financially dependent persons, such as a surviving spouse or children, can
sue the estate for support if the deceased person owed them a duty of
support and failed to make “adequate” provision. The laws governing this,
generically called “dependent’s relief legislation”46, give dependents priority
before any disposition or distribution under the deceased’s will is made
o Intestate
= |fthe client has no will or an incomplete one (e.g. no named executor) they
are said to have died ‘intestate’
= When there is no will, the estate trustee will distribute the estate in
accordance with the applicable provincial rules on intestacy
= |fthereis a will, the executor will distribute the estate, after the payment of
the debts, according to the will
= Divorce does not revoke a will either; the will is interpreted as if the former
spouse had predeceased the testator
= |f a policyholder’s beneficiary designations contained in a will are revoked,
and there is no valid beneficiary designation, the insurance or registered plan
proceeds will become payable to the policyholder’s estate
= Agents must direct clients to receive their own legal advice and
estate planning services related to specific life events, such as
marriage or death
* Trusts and trustees
o Trusts established during life of the settlor54 are called “inter-vivos” trusts
(between living people).
o Trusts established upon, and as a consequence of, someone’s death are called
“testamentary” trusts
o While guardians and POA’s have certain powers over a person’s property, they do
not take title. In contrast, trustees of a trust have legal title

—II
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o

once a trust has been created, a trustee is already under a positive legal obligation to
act as and when the need arises. A trust is therefore arguably a form of property
management for the benefit of the beneficiaries of the trust

* Bankruptcy

(@]

If someone cannot meet their financial obligations as they fall due, they are
insolvent. If some creditor pushes them to pay a debt, they may decide to make a
formal declaration of bankruptcy

Life insurance, or financial products that qualify as life insurance, including life
annuities and segregated funds, may qualify for special protection against
creditors in the event of an insolvency or bankruptcy of the policyholder
Provincial insurance legislation states that insurance proceeds payable to
beneficiaries do not form part of the insured’s estate and thus are not subject to
control by the estate’s creditors.

Asset protection is one reason that agents usually advise clients to name direct
beneficiaries, rather than their estate

Public insurance and retirement regimes

The government has set up programs that contribute to a ‘social safety net’ for society. Itis
important that agents monitor changes to these programs to guide their decisions with clients
and consider relevant information and coordination of benefits. When spouses are both entitled
to benefits for themselves and their family members under a privately sponsored health, drug, or
group dental plan, care must be taken to avoid double payment for the same expense.

* Federally sponsored or facilitated programs

o

(@]

(@]

(@]

CPP, OAS and GIS help to provide Canadians with a secure, modest base upon which
to build additional retirement income, but are not intended to meet all retirement
income needs
The purpose of El is to provide temporary income support to those who are
unemployed, cannot work for reasons of sickness, childbirth or parenting or who are
providing care or support to a family member
CPP and disability
= CPP contributors may draw a disability benefit if they become
permanently and totally disabled.
= There are also provisions for amodest death benefit to assist with
funeral expenses, and survivor benefits for spouses and children.
= Spouses may split CPP benefits to enable income splitting in retirement.
= Benefits may also be assigned as part of the property
settlement should the marriage break down.
OAS and Guaranteed Income Supplement (GIS)
= QOld Age Security (OAS) is non-contributory and is government funded
through duties and taxes
=  The Guaranteed Income Supplement (GIS) is a non-taxable supplement for
those already getting the OAS pension
Employment Insurance (El)

14



=  Employees must contribute through payroll earnings to El
*  The individual must have a minimum number of insurable hours of
employment before becoming eligible for benefits, and the benefit payable
will depend on the number of hours worked
= Theself-employed are not eligible
* Provincially sponsored/facilitated programs
o The purpose of the plans described next all vary, but all provide public coverage to
individuals in certain circumstances and avoid lawsuits
o No-fault automobile insurance
= |Individuals are only reimbursed through their own insurance without proof
of fault, but are also restricted from the legal system for losses caused by
other parties
o Workers’ compensation
= Compensation and rehabilitation benefits are available to the workers on a
no-fault basis, i.e. without any finding of fault with them or the employer.
=  Benefits payments are secure because they are funded by mandatory
employer contributions through a payroll tax. In exchange to being entitled
to these benefits, workers give up the right to sue their employers
o Universal health care and drug plan
= Canadians with valid provincial health care enrolment enjoy a form of
universal health care anywhere in Canada
= The provinces and territories remain responsible for the management,
organization and delivery of health care services

Other relevant legislation

* Privacy Act
o How agents handle the large amounts of personal client data is regulated by privacy
legislation
o Personal Information Protection and Electronic Documents Act (PIPEDA)
=  Sets out ground rules for how businesses and other organizations may
collect, use or disclose personal information in the course of commercial
activities
= Controls how federally regulated businesses must act in handling employee
personal information
= Ensures that only information that is needed and relevant to conduct a
business transaction should be collected.
=  Once the need for the information is over, the information should be
disposed of in a careful fashion
* Human rights legislation
o Discrimination on the basis of a number of personal and/or group attributes and
characteristics is prohibited
e Criminal code

—II
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o

Canadian federal law defining behaviour and actions that constitute a “crime” and
are generally more serious offences, including those that may result in jail time as
well as fines

* Money Laundering and Terrorist Financing Act

o

Aims at detecting individuals and corporations involved in criminal activity and
preventing them from getting their illegally obtained money into the
banking system

Insurance protects can be used for storage and transfer of illegal funds or activities.
Reporting suspicious transactions and suspected possession of terrorist property
remains a responsibility of every insurance agent

Suspected money laundering or terrorist financing must be reported to an
agency called the Financial Transactions and Reports Analysis Centre of Canada
(FINTRAC) who will monitor and investigate

* National Do Not Call List (DNCL)

o

o

Clients may register their phone numbers and request that telemarketers do not call
them. Calls to businesses are not prohibited.

Theserules apply to life insurance agents who call clients and prospective
clients

* Anti-spam legislation (CASL)

(@]

CASL prohibits the sending of commercial electronic message (CEM) if the sender
does not first have the recipient’s consent.

The CEM must have prescribed consent and a mechanism to unsubscribe.
Agents should establish and document, from their very first dealings with clients, the
practices to be followed when dealing with their clients’ personal information

16



Insurance Policy Provisions

This section outlines the various components of the policy/insurance contract, followed by the
specific provisions of insurance. Other kinds of policies or products marketed by life insurance
companies qualify as ‘life insurance’ but do not resemble life insurance policies (e.g. annuities,
segregated funds).

Parties to an i