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What is Insurance? – Insurance is a legal agreement between two consenting parties. The agreement entails 
that one party, called the Insured agrees to pay a certain ‘Premium’ amount to the other party, called the 
Insurer, who will pay the insured individuals or the nominees a fixed amount after a certain event happens. 
 

According to the Indian Contract Act 1872, “A Contract may be defined as an agreement between two or 
more parties to do or to abstain from doing an act, with an intention to create a legally binding relationship.” 
 

Benefits of Insurance – 

• The money invested is safe. 

• The effective economic value of the money grows. 
 

Types of Life Insurance Policies – 

• Traditional Plans 

• Unit Linked Insurance Plans (ULIPs) 
 

History-of-Life-Insurance-Corporation (LIC) - Life Insurance Corporation (India) (LIC) is a state-owned 
and governed insurance and investment company. It is headquartered in Mumbai. LIC came into existence 
in 1956, after the passing of the Life Insurance of India Act by the Parliament of India. This act nationalized 

the previously private insurance industry in India. The conglomerate was made by combining over 245 small 
and medium scale insurance companies and provident societies. 
 

• The Life Insurance Companies Act, 1912 mandates that the premium rate tables and periodical 
valuations of companies should be certified by an actuary. The Act has a major drawback that its policies put 
the Indian companies at a clear disadvantage when compared with the foreign companies. 
 

• LIC Nationalization – Because of the several drawbacks, there was a constant demand for nationalizing 
the life insurance industry in India. The demand saw a definite force in 1944, when a bill was introduced in 
the Legislative Assembly. This bill aimed at amending the Life Insurance Act 1938. 
 

The Life Insurance of India Act was passed by the Indian Parliament on June 19, 1956, which resulted in 

the coming up of Life Insurance Corporation of India, which started operating in September of the same year. 
LIC was formulated by combining the assets and the work capacity of 154 life insurance companies, 16 foreign 
companies and 75 provident companies. 
 

Life insurance was amongst the seventeen Indian sectors that were brought under state control through the 
Industrial Policy Resolution of 1956. This was the major reason behind the nationalization of the life insurance 
industry in India. 
 

Nationalization was completed in two stages. 

• Firstly, an Ordinance was issued in order to seize control of the management of the companies. 

• After this, a comprehensive bill was introduced to take control of the companies. 
 

Major milestones in the life insurance business in India: 

•  1818: The first life insurance company operating from India, Oriental Life Insurance Company was 
 started. 

•  1912: The Indian Life Assurance Companies Act was enacted as the first regulatory statute for life 
 insurance business.  

•  1928: The government brought the Indian Insurance Companies Act to collect statistical information 

 about various segments of insurances. 

•  1938: The Insurance Act amended the earlier legislation in order to protect the interests of the insured 

 public. 

Dear readers, 

This Insurance Digest contains complete information, related to important terms, plans, policies and history 

of Insurance. This digest will help you in the upcoming NIACL Assistant and NICL AO Mains Exams.   
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•  1956: The Central Government seized control over 245 Indian and foreign insurers and provident 
 societies and nationalized them under LIC, which was formed viz. LIC Act, 1956. The Indian Government 
 put in an initial capital investment of Rs 5 crore in LIC. 

 

Know about the important Concept and Terms of Insurance 
 

Bancassurance : 

Bancassurance is the model that involves the sale of insurance products through banks. This is done by creating 
collaboration between the insurance companies and the banks.  
 

Actuary : 

An individual with proper knowledge about the intricacies of finance, economics, mathematics and statistics, 
and helps in the risk assessment and other important aspects of insurance business is called an actuary.  
 

Actuaries have expertise in the following: 

1. Analyzing the statistics and forecasting the probable events. 

2. Formulating methods to avoid the undesirable events. 

3. Reducing the effects of the unfavorable events that do occur. 
 

As actuaries have proper knowledge about the economics, they are also involved in matters like policy 
formulation and investment of funds. 
 

Actuarial Science  

This is the branch of mathematics and statistics which uses the numbers and the records to forecast the risk 
involved in life insurance, finance and various other industries. It is an interdisciplinary study which considers 
the concepts of probability, statistics, finance, economics and also computer programming.  
 

Third Party Administrators  

TPAs act as the link between various stakeholders of health insurance business; health insurance companies, 
policy holders and health care providers. 

They are entrusted with the responsibility of creating and maintain the database of the policy holders and 

issue individual identity documents for them. Their work profile involves all the post policy tasks like claim 
settlements.  
 

Mortality Charge  

Also called as ‘Cost of Insurance’, this is the amount that is levied every year on the insured by the insurer in 
lieu of providing the life insurance cover. 

This charge is usually pre-deducted from the invested amount as it is the cost of insurance by the life insurance 
company. Mortality is inversely dependent on the sum at risk. It generally should reduce with increasing 
insured amount. 
 

What is Maturity Date? 

The maturity date is the date when the policy holder or the nominee gets back the principal paid as premiums 
through the policy term. It marks the end of the policy term and also tells you the tenure for which you’ll get 
the interest. 
 

Who is an Agent? 

Selling the insurance products requires licensing from the state; the licensed individuals are called agents. 
They act as the bridge between the insurance company and the end consumers. The acts of the insurance 
agents are seen as the image of the insurance company’s approach and the policy takers use them as the sole 
information system in regard with the policy. These agents help in processing and regulating the paperwork 

and other groundwork related to the insurance policies 
 

(i) Captive Agent – These are company specific agents. 

(ii) Independent Agent – These agents sell the products of multiple insurance companies. 
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Who is a Broker?  

Broker is the insurance specialist that acts on the behalf of the clients. The insurance company doesn’t hold 
any responsibilities for the actions of the brokers. Often termed as ‘super independent agents’; brokers advices 
the clients on the basis of their own knowledge of risk assessment and management. 
 

What is Annuity?  

It is a long-term contract sold through the insurance company. These contracts provide regular payments to 
the policy holder, at specific intervals. This is usually taken to insure a regular flow of income, even after 
retirement. 
 

What are Insurable and Uninsurable Risks?  

There are various risks that come in play in the insurance business. They are clubbed in two main classes. 
 

(i) Insurable Risks : Any risk that fulfils the criterion put up by the insurance company is regarded as 
insurable risk. These are in conformation with the specifications of the insurance policy. The insurance company 
calculates the risk probability on the basis of the available statistics. E.g. Fire insurance 
 

(ii) Uninsurable Risks : The risk scenarios, for which the insurance companies are unable to calculate the 

probability or get any relevant statistics, come under uninsurable risks. These scenarios can’t be quantified in 
the terms of premiums and compensations. 

 

What is AD&D in Insurance?  

AD&D in Insurance terms, translates as ‘Accidental Death and Dismemberment Insurance’. A death that is 
caused due to any unforeseen circumstances is termed as ‘accidental death’ under the policy. The deaths that 
occur due to medical conditions or illness are not covered under this head.  
 

This is a relatively inexpensive form of life insurance and involves the payment of insurance amount to the 

nominee(s) in case of death of the insured due to an accident. 
 

Lapse in Insurance  

The policy holders are given a grace period to pay the premiums in case of nonpayment of the same. In case 

the premiums are not paid even beyond this period, then the policy is said to be lapsed and all the benefits 
regarding it are terminated. 
 

A lapsed policy can be revived by following certain regulations and preset channels for this purpose. 
 

What is Surrender Value?  

If the policy holder decides to terminate the policy before maturation, then the amount they get from the 
insurance company is known as the surrender value. Once you have availed the surrender value, all the 
benefits including the insurance cover would cease to exist.  
 

Maturity claim  

Once the policy tenure is completed, the policy beneficiary gets a certain amount of money; this is called as 
maturity claim. 
 

What is Death claim?  

This claim is done by the nominee(s) of the insured in case of death of the insured, under the specified 

conditions in the policy agreement. 
 

The below stated four steps are to be followed to file a claim. 

1. Claim intimation/notification 

2. Documents collection required for claim processing 

3. Submission of requisite documents for claim processing 

4. Settlement of claim 
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What is valid claim & fraudulent claim?  

Before the payment of the settlement amount, the insurance company makes sure to check in the facts and 
details about the authenticity of the claim. This is done to avoid any improper and fraudulent claims on part 
of the beneficiaries.  
 

If the details conform to the conditions of the agreement, then the claim is considered valid, otherwise 
fraudulent. 
 

Types of insurance fraud: 
 

• Hard fraud – This kind of fraud is characterized as the beneficiary intentionally faking an accident or any 

other incident in order to collect the settlement amount. 
 

• Soft fraud – When the valid insurance claimant exaggerates the information, or provides wrong information 

in order to get greater settlement benefits, it is termed as soft fraud. 

 

What is Gratuity?  

It is the amount that a employee receives from the employer as a monetary token of gratitude for the services 
offered to the employer. 

The Payments of Gratuity Act, 1972 states that an employee is eligible to receive an amount equated to 
minimum of 15 days from the last drawn salary for each completed service year, if the service period is equal 
to more than 5 years. 
 

Gratuity is paid to an employee under the following conditions: 

1. Superannuation 

2. Retirement 

3. Resignation 

4. The employee’s nominee gets the gratuity amount of the former dies or is rendered disabled during service. 
 

What is Paid-up value?  

The policy holders have the right to change the normal policy into the paid policy if they have paid the policy 

premiums for at least three years. 

The paid policy means that if the insured fails to pay the premium installment after a certain amount of time, 
then instead of the policy getting lapsed, that amount is deductible from the policy amount. 

 

Terminal bonus : Terminal Bonus is basically a loyalty bonus provided by the insurance company, if the policy 
holder maintains the policy till maturity. Also known as ‘persistency bonus’, this amount is not disclosed but 

is offered only a t the time of maturity.  

 

Important Plan and Policy of Insurance 
 

• What is Endowment Policy?  

The insured is required to pay an annual amount in order to avail the benefits of the policy. This premium 
amount is calculated on the basis of the applicant’s age at the time of taking the insurance. The amount 
insured is paid after the maturity of the policy term or at the death of the policy taker; whichever is earlier.  
 

• What is Premium?  

This is the amount that is payable by the insured in order to avail the benefits of the insurance cover. This 
acts as the obligation for the insurance company to pay the settlement benefits according to the incidences 

mentioned in the policy agreement. 
 

• What is a ULIP?  

ULIP is a life insurance policy which combines risk cover and investment. Its performance is directly dependent 

on the capital market. The investment risk generally lies with the investor in case of ULIP. 
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• What types of funds do ULIP offer?  

Insurers offer a range of funds to suit the investment objectives and risk profiles of different clients. The risk 
factor and the return potential vary in different funds. Here is the list of the most common types of funds 
available, along with their risk characteristics.  
 

1) Equity Funds (Medium to High risk) – The major aim here is capital appreciation, and the investment 
is generally done in company stocks. 

2) Income, Fixed Interest and Bond Funds (Medium risk) – This investment is done in the form of 
corporate bonds, government securities and other fixed income instruments. 

3) Cash Funds (Low risk) – Sometimes known as Money Market Funds — These are money market 
funds and investments are done in cash, bank deposits and other money market instruments. 

4) Balanced Funds (Medium risk) – These combine the equity investment and fixed interest instruments 
to get better results. 

 

• Unit Fund  

A unit fund is formulated by consolidating the invested parts of the premiums after making deductions for all 
the charges and premium for risk cover under all policies in a particular fund, according to the choice of the 
policy holders. 

  

• Fund Value  

The total value of the units in all the funds invested in by policy holder at the valuation date is termed as face 
value. The value of the units in each fund on the valuation date is calculated according to the following 
expression. 

(Number of units held by you in that fund) X (Corresponding unit price of that fund at the valuation 
date) 

 

Tagline, Chairman Head Office of Insurance Companies 
 

Insurance Company Tagline Chairman Head Office 

Life Insurance Corporation of India 
Jindagi ke sath bhi 

Jindagi ke bad bhi 
 Vijay Sharma Mumbai 

New India Assurance Company Limited 
India’s premier general 

insurance company 
G. Srinivasan Mumbai 

PNB India Insurance Company Limited 
Have you met life  

today? 
Ashish Kumar Srivastava  Gurgaon 

United India Insurance Company Limited Rest Assured with Us A V Girija Kumar Chennai 

ICICI Prudential Life Insurance Company 

Limited 
Zimmedari ka humsafar Sandeep Bakshi Mumbai 

HDFC Standard life Insurance Company 

Limited 
Sar utha Ke Jiyo Amitabh Chaudhary Mumbai 

Oriental Insurance Company Limited 
Sabki Suraksha Hamare 

Paas 
Sujay Banarji Delhi 

National Insurance Company Limited THODA SIMPLE SOCHO   K Sanath Kumar Kolkata 

SBI Life Insurance Company Limited Rest Assured with Us Arijit Basu. Mumbai 
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Important Insurance Abbreviations 
 

• ULIP- Unit Link Insurance plan 

• ARM – Associate in Risk Management 

• BAP – Business Auto Policy 

• BOP – Business Owners Policy 

• CIC – Certified Insurance Counselor 

• CISR–Certified Insurance Service Representative 

• DSU – Delay in Start-Up Insurance 

• DOD – Date of Death 

• EAP – Estimated Annual Premium 

• ETB – Engaged In Trade or Business 

• FMV – Air Market Value 

• GAP – Guaranteed Auto Protection 

• GL – General Liability 

• GWP – Gross Written Premium 

• HII – Health Insurance Institute 

• HLV – Human Life Value 

• LOC – Letter Of Credit 

• M&D – Minimum and Deposit 

• MDO – Monthly Debit Ordinary Life Insurance 

• MPL – Maximum Possible Loss 

• MPP – Managed premium plan 

• ORFS – Operational Risk Financing Securities 

• PAP – Personal Auto Policy 

• RAM – Reverse-Annuity Mortgage 

• SPAP – Special Personal Auto Policy 

• TDI – Trade Disruption Insurance 

• TERI – Targeted Enterprise Risk Insurance 

• TPA – Third-party administrator 

• UL – Umbrella Liability 

• YRT – Yearly Renewable Term
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