
3 * 

! I N S U R A N C E 

Life Assurance as a Form of 
Investment for an 
Individual 
~ A Case Study, 

By Indra Abeysekera 

T h e author was a Consultant at Coopers & Lybrand from 198S to 1989. He worked at 
Capital Development & Investment Company Ltd. , as an Investment Analyst from 1989 
to 1990. Presently he Is serving at the United States A . I. D. Mission to Sri Lanka as a 
Program Specialist. 

I. D E V E L O P M E N T O F L I F E 
A S S U R A N C E 

In the middle ages , according to extant 
records, loans of the type known as 
"bottomry" and "respondentia" we re made 
use of to hedge the burden of the risk in 
genera l commerce . Ev idence f rom Baby-

J o n also s h o w s that contracts similar to 
" bot tomry 'was known to merchants in that 
country and originated with the expan ­
sion of commerce as far back as 4000-
3000 B. C . Ev idence f rom India also 
s h o w s that "bottomry" w a s practiced by 
Hindus in 600 B. C . 

in this type of contract the money lender 
will lend m o n e y to the merchant at a 
higher interest rate than the market inter­
est rate and the merchant will pledge the 
cargo and the vehicle (ship) as security. 
If thegoods and the vehicle (ship) pledged 
are dest royed then the money lender will 
stand to lose. S ince the lender assumed 
the risk of loss the borrower en joyed the 
benefit of contract. In fact the lender has 
prov ided the bor rower with Insurance 
protection. 

In ancient G r e e c e , this concept w a s 
used for maritime loans as early as the 
fourth century B. C . T h i s s a m e form of 
loan agreement w a s used by Romans on 
maritime loans in the middle ages and 
later this spread to Europe . T h i s practice 
represented the seed of modern insur­
ance contract. 

T h e concept of Life Insurance origi­
nated in ancient R o m e . T h e first ev i ­

dence of this is T h e Collegia tenuiorum, 
a guild organization for f ree w a g e earn­
ers & s laves, which provided a fund to 
bury its members . T h e principle source of 
income for the society w a s a sys tem of 
monthly dues to the fund. Th is Guild was 
the forerunner of modem Life Insurance. 

T h e Guilds which later came into exis­
tence in Middle A g e s made disburse­
ments on specified disasters such as fire, 
flood and robbery, in addition to the pay­
ments made at burial. 

T h e first Life Insurance organization w a s 
established in the U S A w h e n the Presby­
terian Ministers' Fund w a s granted a 
charter from the Province of Pennsy lva ­
nia in 1759. For some time this company 
engaged in writing annuities for c lergy­
men . T e n yea rs later similar companies 
were set up in N e w Yo rk , N e w J e r s e y and 
Pennsy lvan ia for the benefit of Episcopal 
C le rgymen . Later more and more com­
panies were set up to underwrite Life In­
surance. T h e stability and security of the 
life underwriters we re by and large 
judged by the underwriters paid up capi­
tal. T h e epidemics of smallpox, diptheria 
and other d iseases provided an impetus 
for the growth and expansion of Life In­
surance as a business venture in the 
U S A . In 1809, the Life Insurance compa­
nies further with the introduction of a 
number of innovations such as the re­
quirement of an application and medical 
examination to determine the premium 
payable based on the age of the appli­
cant. Still by 1800ithe number of 100 poli­
cyholders largely due to lack of under­

standing of the benefits that can be de­
rived from obtainment of a Life Insur­
ance. At a later point of time, Bubble 
companies we re organized and frauds 
were practised by criminals. People began 
to look at Life Insurance with suspicion. 
T h e control and supervision of the busi­
ness were lacking. In 1837 the Genera l 
Court of Massachusetts passed a law 
requiring Insurance Companies to main­
tain a fund adequate to reinsure all out­
standing contracts (this is the forerunner 
of today's unearned premium fund). In 
1851 in the state of N e w Hampshire leg­
islation was enacted to establish the first 
board of Insurance Commissioners. Later 
such enactments spread to other states 
in the U S A . With more control by the gov ­
ernment through legislation and supervi ­
sion, Life Insurance began to gain accep­
tance and popularity among the general 
public. T h e life assurance policy con­
tracts we re liberalized and supplemen­
tary benefits such as disability and hospi­
tal expenses cover were attached to make 
schemes more attractive. 

Following the revolution in 1917, insur­
ance w a s nationalized in the U S S R and 
is now being administered by the organi­
zation called Gosst rakh. Personal life in­
surance coverage is available but o n a 
voluntary basis. By 1959, over 10 million 
people were reported to have obtained 
life insurance. 

Insurance in J a p a n is mainly in private 
hands although government agencies 
write insurances such as crop, livestock, 
forest fire, f ishery, export credit, accident 
and health, sales credit as well as social 
security. T h e rates of premia are con­
trolled by voluntary rating bureaus so that 
they are ' reasonable and non-discrimina­
tory'. In 1968 J a p a n ranked as the.sec-
ond in the total life insurance in force. 

In Sri Lanka, prior to the year of 1962, 
life insurance w a s underwritten entirely 
by the private sector. Companies incor­
porated outside Sri Lanka-ware also al­
lowed to underwrite life insurance. H e w -
ever in 1962 insurance business w a s 
nationalized and Insurance Corporat ion 
of Sri Lanka ( ICSL ) w a s formed. In 1980 
National Insurance Corporat ion (N IC) 
came into existence with a v iew to intro­
duce competition and a better serv ice. 
T h e N I C carried out business through 
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eight principal organizations which w e r e 
private sector institutions. T h e s e eight or­
ganizations are (i) Aitken Spence Ltd. (ii) 
Carson Cumberbatch Ltd. (iii) Whittal 
Boustead Ltd. (iv) Mercantile Credit Ltd. 
(v) J a m e s Finlay Ltd. (vi) Protection and 
Indemnity Ltd (vii) Ack land Finance Ltd. 
and (viii) Cey l inco Ltd. 

It was the v iew of the Government that 
if the private sector is al lowed to under­
write insurance business, the quality and 
efficiency of serv ice provided can be 
enhanced further. A s a result the Control 
of Insurance Act (Amendment) of 1987 
was enacted by statute outlining strict 
conditions to protect the investing policy­
holder. 

A s a result of the private sector being 
al lowed to underwrite insurance busi­
ness three private companies we re incor­
porated in Sri Lanka under the Compa­
nies Act of 1982. T h e y are (i) Union 
Assurance Ltd. ( U A L ) (ii) C T C Eag le 
Insurance Company Ltd. ( C T C ) (iii) 
Ceyl inco Insurance C o m p a n y Ltd. ( C E Y ) . 

U A L is a consort ium set up by Aitken 
Spence Ltd., Carson Cumberbatch Ltd. , 
Mercantile Credit Ltd. , & Whittal Bous­
tead Ltd. T h e major shareholders are the 
members of the consort ium, Merchant 
Bank of Sri Lanka, I F C , A D B & the g e n ­
eral public. A s at present no technical 
collaboration is established for life Insur­
ance. T h e reinsurance is done with Mu­
nich Reinsurance of G e r m a n y . 

T h e major shareholders of C T C are 
Cey lon T o b a c c o C o m p a n y Ltd. , J a m e s 
Finlay Company Ltd., and the general 
public. T h e technical collaborator is Eagle 
Star Company of U K . T h e reinsurance is 
placed with Victory international Special 
Reinsurance of U K . 

C E Y is a member of the Ceyl inco Group 
of companies. C E Y is the first Sri Lankan 
Insurance Company and came into 
being in 1939 with the name of Cey l inco 
Insurance Company Ltd. No technical 
collaboration is established for life insur­
ance. T h e reinsurance is placed with 
Mercantile and Genera l of U K and F ran -
cona of Switzer land. 

All the three companies are quoted in 
the stock exchange . Along with the three 

companies, the two state owned corpora­
tions, in the business of insurance create 
a competit ive market. 

I C S L and N I C function independently. 
Both have not retained any technical col­
laborator on life insurance. H o w e v e r N I C 
places their reinsurance with I C S L . I C S L 
reinsures with Swiss Reinsurance C o m ­
pany of Switzer land. 

II. R O L E O F L I F E A S S U R A N C E 

2.1 L i fe A s s u r a n c e v s . O t h e r C l a s s e s 
O f I n s u r a n c e 

Both Life Assurance and insurance can 
be considered as a form of seeking mone­
tary compensation in the event of a loss 
or damage to life, if the loss or damage to 
the life insured takes place within the 
granted period of protection. Life Insur­
ance is defined as " a contract by which 
the insurer, for a certain sum of money or 
premium proportioned to the age, health, 
profession, and other circumstances of 
the person whose life insured engages 
that if such person shall die within the 
period limited in the policy, the insurer will 
pay the sum specified in the policy, ac­
cording to the terms thereof, to the per­
son in whose favor such policy is granted." 

H o w e v e r to make Life assurance 
schemes more competit ive and more at­
tractive to prospective policyholders, 
var ious other benefits are added on to the 
basic coverage of protection. T o d a y , in 
addition to the basic coverage against 
death one can also elect compensat ion 
against total and permanent disable­
ment, wa iver of further investment of 
premium in such asituation, against partial 
disablement. -

Life assurance differs from other c lasses 
of insurance (general insurance) in sev ­
eral w a y s . T h e s e differences are outlined 
in a broader sense though they are not 
clear cut. 

(a) In Life Assurance the Insured agrees 
to invest a certain sum of money periodi­
cally (generally monthly, quarterly, half-
year ly or year ly) for an agreed period of 
time; and during this period if the insured 
dies then the nominee of the insured will 
be awarded with a guaranteed s u m of 
money . If death does not take place dur­

ing the specified period, the money in­
vested is normally refunded with an added 
interest. 

Genera l Insurance, normally does not 
compensate for the loss of life. If it does 
then in such cases the premium is not 
refunded at the expiry of the policy if the 
policyholder is alive. 

(b) Life assurance policies are normally 
contracted for a period of more than one 
calendar year (Howeve r there are Life 
assurance schemes which are effective 
only for a period as short as one calendar 
year though such schemes are not so 
popular). 

Genera l Insurance schemes on the other 
hand are effective only over one calen­
dar year but they should be renewed 
every year . 

(c) It is an accepted norm that no spe­
cific value can be placed on a g iven life. 
T h e s u m that is assured on a life is hence 
decided by the prospective policyholder 
(unless the Life scheme has placed an 
upper limit). 

In general insurance, compensation 
obtainable is automatically limited to its 
market value or to its reinstatement value. 

(d) Life assurance compensates against 
death and is a contingent liability and not 
a contractual liability. There fo re Life as­
surance is not a contract of indemnity. 
Genera l Insurance on the other hand is a 
contract of indemnity. Perhaps it is for this 
reason that insurance of lives is known as 
Life Assurance and not as Life Insur­
ance. 

3.2 H o w L i fe A s s u r a n c e S c h e m e s 
W o r k 

A n individual can chose to enter a life 
assurance scheme virtually at any g iven 
age. Each scheme has its unique charac­
teristics which distinguishes it f rom the 
other, schemes . H o w e v e r Insurance 
Organizat ions normally do not entitle a 
minor to enter into a Life assurance 
scheme. T h e upper age limit var ies de­
pending on the life scheme but normally 
does not exceed 65 years of age. 

T h e sum payable in the event of a loss 
of a life due to natural causes (natural. 
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death) is known a s the ' S u m assured ' (or 
basic cove rage ) . A natural death is de­
f ined as any form of death except by 
accidental death. Accidental death is 
descr ibed as loss of life occurring at an 
unexpec ted time at a n unexpected place 
under unexpec ted c i rcumstances. 

T h e prospect ive w h e n he has decided 
to enter into a Life Assu rance scheme, 
should invest a s u m of money regularly in 
advance . T h e s u m of money the policy­
holder has to invest is known as the 
"Premium'*. T h i s investment can be made 
monthly for each g iven month, quarterly 
for each g i ven quarter, six monthly for 
each g i ven half-year or annual ly to cover 
a per iod of twe lve months. T h e f requency 
of investment that is to be made is known 
as the "mode" . Normal ly the premium 
payment made year ly , is lower than the 
annual ized half year ly investment and 
the annual ised half year ly investment is 
lower than the annual ised quarterly in­
ves tment and the annual ised quarterly 
investment is lower than the annual ised 
monthly investment. T h e premium s u m 
var ies depending on the s u m a s s u r e d , 
required, term elected, age , status of 
health and the type of the scheme. 

Enter ing into a s c h e m e commences with 
the signing of a presented form g iven by 
the insurance organizat ion which aets as 
a contract be tween the client and the In­
surance Organizat ion. Insurance Organ i ­
zat ion in return issue a certificate detail­
ing the condit ions of agreement . T h i s is 
called a Life Assurance 'Policy'. T h e holder 
of such a policy is known as the Policy­
holder ( insured). O n c e the policy is is­
s u e d by the Insurance Organizat ion to 
the Pol icyholder, the contract becomes 
val id and the Insurance Organizat ion un ­
der takes to bear the risk of the policy­
holder, as def ined by the policy. T h e 
policy terminates with either the death of 
the pol icyholder during the term of the 
policy or at the expi ry of the te rm, or in the 
event that the pol icyholder does not keep 
the commitments. 

Fo r a Life Assu rance scheme to work in 
practice, severa l individuals should con ­
tribute to the Life F u n d . S ince death is a 
cont ingency and is based on probability 
(chance) . T h e premium chargeable on a 
g iven individual is computed in such a 
w a y s o .that the Life F u n d general ly does 

not get depicted at any point of t ime, once 
a minimum number of individuals have 
entered a g iven scheme. 

In the long run an operation of a Life 
Fund can be shown as fol lows: 

premium paid to date + interest yielded 
on premium 
- d e a t h claims+bonus declared+surplus 

profits to the C o . 

Under most of the schemes , money 
invested is refunded with an interest to 
the policyholder if he is alive at the end of 
the term of the policy. Th i s is called the 
'Maturity Va lue ' . In certain other schemes 
the maturity va lue is paid to the policy­
holder in installments at defined intervals 
during the policy term. 

In most of the schemes offered by the 
Insurance Corporat ion of Sri Lanka 
( I C S L ) , National insurance Corporat ion 
(N IC) , Cey l inco Insurance C o m p a n y Ltd. , 
the basic s u m assured (in the event of a 
natural death) is equal to the maturity 
value of the policy. H o w e v e r in the 
schemes offered by C T C Insurance 
C o m p a n y Ltd. ( C T C ) , the sum assured is 
greater than the maturity value. 

C T C has two maturity values. O n e is 
called the Guaranteed maturity va lue and 
the other is called the Illustrative maturity 

value. Guaranteed maturity sum is the 
sum that is guaranteed to the policy­
holder under any circumstances. Illustra­
t ive s u m is the sum of money C T C Insur­
ance C o . Ltd., attempts to award the poli­
cyholder. 

H o w e v e r there are except ions to the 
rule. In the Treb le Benefit S c h e m e of­
fered by I C S L , in Multi Benefit Assu rance 
S c h e m e offered by N I C and in the F ive 
Benefit S c h e m e offered by C E Y , guaran­
teed twice the maturity value as that of 
the s u m assured on a natural death and 
the s u m assured on an accidental death 
is thrice the maturity va lue. T h e following 
illustration describe sums payable under 
var ious hypothetical events , for the said 
schemes. 

Pure Endowment Schemes on the other 
hand refund only the premium in the 
event of a loss of life but at the end of the 
term of the policy shall pay the assured 
sum (which is the maturity value in this 
case) . 

W h e n an Insurance Organizat ion makes 
profits, a part of the profits is somet imes 
passed on to the policyholders. T h i s share 
of the profits that is to be passed on to the 
policyholders is called 'Bonus ' and is de­
cided by the Board of Directors. T h e 
policyholders do not have any right to 
decide on the bonus. W h e n such bonus is 

Table 11-1 Relationship Between Sum Assured & Maturity Value (Except lonl ) 
Event S u m A w a r d e d ( R s ) 

1. L o s s of Dfe b y natural causes = 2 ' Matu/ity Va lue 
during the term of the policy 

2. L o s s of life b y accidental c a u s e s a 3 'Matur i ty Va lue 
during the term of the policy 

'3. Surv ives till the e n d of the = Maturity V a u e 
e n d of the term of policy 

Table 11-2 Relationship Between Sum Assured & Maturity Value (Exception 2) 

E v e n t S u m A w a r d e d ( R s ) 

(1) L o s s of Ufa b y natural c a u s e s X * (1 .05)n/ (1 .05)n 
during the term of the policy 

(2) L o s s o U f e by accidental c a u s e s X * (1 .04)n/ (1 .0S)m 
during the term of the policy 

(3) S u r v i v e s till the e n d of the = Maturity Va lue 

Moterm in y r s . naterm y e a r In which the event take place 

Table 11-3 Relationship Between Sum Assured & Maturity Value (Exception 3) 
E v e n t S u m A w a r d e d ( R s ) 

(1) L o s s of Die b y natural c a u s e s Premium refunded 
- during the term of the policy * 

(2) L o s s of Ufa b y accidental causes Premium refunded 
during the term of the poDcy 

(3) S u r v i v e s till the e n d of the * Maturity Va lue 
e n d o f t h e t e r m o f D o D c y ( S u m Assured ) 
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I N S U R A N C E 
paid it is credited to the maturity value of 
the policy. H o w e v e r a g iven Life Assur ­
ance scheme should qualify to receive 
bonus payments , since all schemes do 
not qualify to receive bonus payments. 

2.3 E x t e n t o f P ro tec t i on O f f e r e d 
T o make Life assurance schemes more 

.attractive, in addition to the basic death 
coverage many schemes offer additional 
benefits that can be selected by a policy­
holder. For example a policyholder can 
select: a multiple of the basic s u m as­
sured in the event of an accidental death; 
compensat ion against total and perma­
nent physical disablement; to wa ive any 
further investment of premium while main­
taining the benefits of the scheme till the 
end of the term of the policy during a total 
and a permanent disablement; compen­
sation against partial physical disable­
ment. Certain other schemes offer to pay 
a regular s u m (like a monthly salary) to 
the nominee of the policyholder (ex. 
family) af.e~ the policyholder's death. 
T h e r e are still other schemes where one 
could elect compensat ion against partial 
disablement. 

A number of benefits available in the 
market are outlined below: 

A . Natura l Death Benef i t 

A natural death is defined as a loss of life 
due to natural causes (other than acci­
dental death). In these circumstances, 
only the basic sum assured is paid. 

B. Spec ia l T e r m R ide r 

Here the nominee of the policyholder 
can ask for compensat ion equal to twice, 
or many fold the basic s u m assured if he 
dies naturally during the term of the pol­
icy. 

C . A c c i d e n t a l Dea th Benef i t 

A n accidental death is descr ibed as a 
death occurring at an unexpected time, 
place, in a manner and the policyholder 
succumb to death within three months 
after the incidence. T h e sum assured 
under an accidental death is at least the 
basic sum assured. T h e policyholder may 
elect for a higher death benefit. 

D. T o t a l a n d P e r m a n e n t D isab lemen t 
Benef i t 

Tota l and permanent disablement is 

described as loss (or dysfunction) of both 
legs above the ankle, or loss of both arms 
above the elbow, or loss of e y e sjght in 
both e y e s , or a combination of loss of one 
e y e or leg or an arm. T h e loss (or dysfunc­
tion) should be due to an accident and 
not due to a disease. 

If the policyholder elects total and per­
manent disablement cover as an addi­
tional cover such a policyholder shall be 
guaranteed with an amount equal to the 
sum assured which is an ext ra payment 
made in addition to the sum assured. Th i s 
extra sum is normally paid in equal in­
stallments over a ten year period. If the 
term of the policy expires before the lapse 
of ten years , the balance sum of money 
due will be paid with the maturity sum 
payable to the policyholder at the end of 
the term of the policy. 

T h e partial disablement cove r is offered 
by only one Insurance Organizat ion in Sri 
Lanka (i.e. Ceyl inco Insurance C o m p a n y 
Ltd,). Th i s additional benefit can be se­
lected in any of the policies offered by 
Ceyl inco Insurance C o . Ltd. 

If a policyholder w ishes to enjoy the 
benefits provided by the policy after the 
partial disablement the policyholder will 
have to continue paying the premium till 
the end of the term of the policy. No 
waiver of premium can be elected. 

G . F a m i l y I n c o m e Benef i t 

Certain Life Assu rance schemes agrees 
to pay a s u m of money monthly or quar­
terly to the nominee of the policyholder in 
the event the policyholder dies within the 
term of the policy. 

E . W a i v e r o f P r e m i u m Benef i t 
W h e n a policyholder becomes totally 

and permanently disabled, it is under­
stood that that persons earning capacity 
may reduce drastically and perhaps that 

, policyholder will not be able to pay the 
premium due in the furture and enjoy the 
benefits provided by the policy. 

If a policyholder elects the waiver of 
premium benefit and in the event of atotal 
and a permanent disablement that poli­
cyholder will not have to pay the premium 
due to continue with the policy after such 
disablement. H o w e v e r the policyholder 
will enjoy the benefits provided by the 
policy as before the occurrence of dis­
ablement. It should be noted that the 
Waiver of premium benefit can only be 
elected against the total and permanent 
disablement (not against partial disable­
ment). 

F. Part ia l D isab lement Benef i t 

In addition to the basic benefit (i.e. basic 
«6um assured in the event of a death), 

other supplementary benefits can be 
elected in single or in combination, if a 
g iven scheme is tailored to offer such 
benefits. 

It is observed that a fair number of life 
a s s u r a n c e schemes offer Accident Bene­

f i t , Tota l and permanent desablement 
benefit, Wa iver of premium benefit, as 
supplementary benefits. 

T h e supplementary benefits offered are 
specific to a g iven scheme. In many of the 
schemes each supplementary benefit will 
be granted only up to a certain max imum 
age stipulated by the scheme (ex. 65 
years of age) . Thereaf ter that supple­
mentary benefit lapses automatically and 
the policyholder will not be entitled to 
enjoy that g iven benefit any further. Some 
schemes may not offer supplementary 
benefits at all. 

Here , compensat ion is paid w h e n the 
policyholder becomes partially disabled 
as a result of an accident. Compensat ion 
provided for the following categories of 
disablement and the sums awarded will 
be as fol lows; 

Table I M Sum Assured on partial Disablement 

Contd on page 60 

Event S u m A w a r d e d (in R s ) 

•o l either a r m - 75% of basic sun) assured 
•o l either hand 50% o l basic s u m assured 

(at or a b o v e the wrist) 
-of either foot 50% o l basic s u m assured 

(at or a b o v e the ankle) 
-of sight In either e y e 50% of basic s u m assured 
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Contd. from page 37 
2.4. Bene f i t s o f a L i f e A s s u r a n c e 
S c h e m e 

2.4..1 Bene f i t s t o t h e P o l i c y h o l d e r 

(1) Benef i t A g a i n s t Dea th 

T h i s is the basic benefit the policyholder 
can receive by obtaining a Life policy. 
Th i s s u m of money that will devo lve on to 
the dependents (or to the nominee) . 

j 
(2) Benef i t A g a i n s t T o t a l a n d . P e r m a ­
nen t D i sab lemen t 

A total and a permanent disablement 
may cause a loss of income to the policy­
holder. Fur ther thedisablementcan cause 
further expenditure on medicine and 
health care . T h e s u m of money paid to 
the pol icyholder as an extra payment (in 
addition to the life cover ) can wel l be used 
to meet such needs . 

(3) Benef i t A g a i n s t Par t ia l D i sab lemen t 

He re too the policyholder will receive an 
ext ra s u m of money as a lump s u m pay­
ment wh ich perhaps can be used to meet 
the expendi ture incurred in hospitaliza­
tion and health care . 

(4) Nego t i ab l e I n s t r u m e n t 

T h e life policy is accepted as-a bankable 
instrument to use as direct security or as 
a collateral, w h e n raising a loan f rom a 
financial institution. 

(5) A n I n v e s t m e n t 

In most s chemes , the premium paid into 
the policy will obtain an interest. At the 
end of the term .the policyholder will re­
ce ive the m o n e y invested with an added 
interest as maturity va lue. In some other 
schemes the premium payments are 
refunded in parts giving opportunity to the 
policyholder to. invest outside the insur­
ance market (ex. as a f ixed deposit). 

(6) S u r r e n d e r V a l u e 

If the pol icyholder s o w ishes , he can 
surrender (g ive back ) the policy (nor­
mally after three yea rs ) to the insurance 
Organizat ion and demand a refund of 
the premium invested along with any ac­
crued interest after deducting a s u m for 
the risk borne by the Insurance Organ i za ­
tion. 

Tabto IU-1: Product Range 

S C H E M E S O F F E R E D B Y M 8 U R A N C E C O R P O R A T I O N O F 8 H L A N K A 

A g e J K o t . C s s f T e r m s 

- " - * • 

Suppfa n e n f a r y tsfieltt 

(**•) 
A O * 
Policy 
c a n ft* 
A a W 

oory A M S M 

r » 3 j 
A c e K I tan Tot, D/aaMe. ~ira/v~ 

Pramf. partial** 

1. Whole UfeAssurance 1640 nra . n n n ires yes y e s no 

2. l imited Payment Ufe 
Assurance I M S 65 iii 10-47 y » » yes y e s • no 

3. Endowment Assurance 18-60 65 V 10-47 yes y e s ' y e s no' 

4. Marriage Endowment 1 M 0 65 V 540 y e « yes y e s n o . 

5. Educattnal Annuity 18-60 65 V S-20 y « y e s y e s no 

6. Purs Endowment I M S n/a . w 40 no no no no 

7. C o r w e m » L W e 
A s s u m e s 1 M 0 65 ii 10-42 yes yes yes no 

8. Joint Endowment 
Assurance 

20-50 v ... 10,16,20 
25,30.35 

9. Double Endowment 
Assurance 1 M 5 65 v 1045 r e s yes yes no . 

10. Treble Benefit Plan 
Assurance I M S 65 V 10.18,20,25 no no no no 

11. Mum Purpose Assurance I M S 65 V 1040 y e s y e s yes no 

12. Mortgage Protection n/a 85 V 10,15,20,30 no no no no 

13. PodhuJanaRakshana -
of Assurance 

1845 6 5 . V 10.15.2025 
30,35,40 

ires yes y » no 

14. J a n a S e t h a U t e 
Assurance 

1 8 4 0 65 V I 15,20,25 
30,35 

y e s ires no 

15. Three Stage Policy ' 1840 65 VI I 10,15,20 y n y e s y e s ho 

S C H E M E S O F F E R E D B Y N A T I O N A L I N S U R A N C E C O R P O R A T I O N 

1. Whole Ufa Assurance 1 8 * 5 n n ii n/a y e s y e s y e s no 

2. Limited Payment W h o t i 
Ufa Assurance 1845 65 1(M5 , yes yes yes no 

3. Endowment Assurance 18-60 70 V 10-50 yes yes yes no 

4. Pure Endowment nla nra IV 5-2S no no no . OB 

5. Joint Ufe endowment 1840 70 V 10-50 y e s y e s y e s - no 

6. Anticipated Endowment 
Assurance 1840 70 vn 10,16,20 y * y e s y e s 

7. Mutti Benefit Endowment 
Assurance 1840 70 vu 10.15.20,25 yes m. y e s no 

1i Whole U f o UnOmlttd 
Payment Policy 

9 lllhnln 1 MB 1 l i i i l l f i i 

1840 nra ii nra y e s • >..yos y e s 

c . WlQtB U I B U I I D U N 
Payment Policy 18-60 

3. Endowment Policy 18^0 
- X Advanced payment PoBcy 18-60 

5. F ive Benefit F o l e y 1 M 0 

70 
70 
70 
70 

n/a 
v . 
V I I . 
VI I 

II yes 
5.10.1520.25.30 yes 
10.15,2025 yes 
10,15.20,25 , y e s 

'••••riL. 
y e s 
yes 

i yea 
y e s 
y e s 

y " 
y e s 
y e s 
y e s 

S C H E M E S O F F E R E D B Y U M O N A S S U R A N C E L T D . . 
1. Union Endowtnont P o l c y 1844 

2. Union Super Benefit Policy I M S 
3. Union F a n % Berwffl P o 8 c y 1 8 « 
4. Union Home Protection 

Pollcxy 1S«0 
5. Child Welfare Benem 

P o k y 1845 

70 
70 

70 

70 

60 

V 
V I I 

1 

V 

V 

540 
8,9,12,15,18 
21,24,27.30 
1040 

1040 

5-16 

ires 
ir»» 

no 

n o ' 

no 

yes 
yes 

yes 

no 

' no 

yes 
y e s 

. yes 

no 

no 

no 
no 

I f f " 

v f e i 

'•••/•So 

S C H E M E S O F F E R E D B Y C T C I N S U R A N C E C O . L T D ' J 
1. Convertible T e r m Potcy 

2. Pirfpun Policy 
a. Dashake PoBcy • -
4. A p e t a h a P o f c y 

• 5. Ranpatha P o l c y 

1840 

1840 
1840 
1848 
n/a 

70 

70 . 
70 
70 
n a 

1 

V 
. . V 

vn 
V 

10.15,20 
25,30,35 
25 
10,15,20 
12,18,20,24 
5 

no 

yes 
. y e s 
yes 
no 

no 

y e s 
ires 
yes 
no 

no 

y e s 
y e s 
yes 
no 

no 

no 
no 
no 
no 
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(7) F lex ib i l i ty t o O p e r a t e T h e Po l i c y 

If the policyholder is unable to meet the 
payment of premium, either of the fol low-' 
ing options is available to continue with 
the policy; 

(i) Can request a grace period and con ­
tinue with the payment of premium after 
the grace period. T h e termination of the 
policy will be extended by the grace pe­
riod obtained. 

(ii) C a n request a grace period and re­
coup the non payment of premium during 
the grace period. Hence the termination 
of the policy will effect as it w a s before the 
grace period. 

(8) T a x Bene f i t s 

A taxpayer receives additional benefits 
due to incidence of taxation. T h e y are as 
follows: 

O r g a n i z a t i o n 

I C S L 
N I C 
C E Y 
U A L 
C T C 

Table IV—1: Schemes Under Category 1 

S c h e m a 

n/a 
n/a 
n/a 
Un ion Family Benefit S c h e m e 
Convert ible T e r m Pol icy 

A n illustration citing hypothetical e v e n t s a n d the extent o l compensat ion under e a c h s u c h event Is g i v e n 

A s s u m p t i o n s : 

Policyholders A g e at beginning of policy » 25 y e a r s 
T e r m (period (or wh ich policy is taken) - 25 y e a r s 
Basic S u m A s s u r e d - R s 100000 
Accident Death Benefit elected - n/a 
To ta l a n d Permanent disablement benefit - n/a 

E v e n t 

L O S S O F L I F E 
(1) occurs durig te rm o l the policy by natural c a u s e s . 
(2) occurs during term of the policy by accidental c a u s e s 
(3) occurs after the term o l the policy b y natural c a u s e s 
(4) occurs after the te rm of the policy b y acddentJal 

T O T A L ft P E R M A N E N T D I S A B L E M E N T 

(1) occurs during the term of the policy 

(2) occurs after the te rm o l the policy 
SURVIVAL 

(1) till the e n d of the te rm of policy 

S u m A w a r d e d ( R s ) 

100.000/-
100.000/-
100.0007-
100.000/-

n/a 
n/a 

n/a 

Table IV-2: Schemes Under Category II 

O r g a n i z a t i o n S c h e m e 

I C S L (i) Convert ible Li fe A s s u r a n c e 
(ii) W h o l e L i fe A s s u r a n c e 

N I C W h o l e U f a A s s u r a n c e 
C E Y W h o l e Li fe UnOmlted P a y m e n t Policy 
U A L n/a 
C T C n/a 

A n illustration citing hypothetical events a n d the extent of compensation under e a c h s u c h event Is g i v e n below; 

A s s u m p t i o n : 

Potcyho lder " A g e at beginning of policy - 2 y e a r s 
T e r m (period for wh ich policy Is taken) - t i l l death 
Basic S u m A s s u r e d - R s 100000 
Accidental Benefit elected 2 ' b a s i c sum assured 
Tota l a Permanent dteablementbeneftl • elected 

H y p o r h w r l c a l E v e n t s : 

E v e n t S u m A w a r d e d ( R s ) 

L O S S O F L I F E 

(1) occurs during term of the policy by natural c a u s e s b y natural causes 100,000/-
(2) occurs during te rm of the policy by accidental c a u s e s 200,00/-
(3) occurs after the t e r m of the policy b y natural c a u s e s n/a 
(4) occurs after the te rm of the potlcy by accidental c a u s e s n/a 
T O T A L 7 P E R M A N E N T D I S A B L E M E N T ( E X T R A ) 

(1) occurs during the te rm o l the policy 100.00/-

(2) occurs after the te rm of the poBcy n / a -

sunvrvAL 

(1)tjD the e n d of the te rm of policy n/a 

(i) T h e policyholder can deduct the pre­
mium paid into the pdlicy (except in the 
case of Pure Endowment Policy) f rom the 
statutory income in calculating the tax 
payable for a g iven fiscal year . T h e pre­
mium deducted should not e x c e e d one 
third of the total statutory income or R s 
50000 whichever is lower for a g iven 
fiscal year . 

(ii) T h e payments received as compen­
sation or by w a y of maturity of the policy 
will be exempted from income tax or 
capital gains tax. 

2.4.2. Bene f i t s t o T h e E c o n o m y 

(i) S o c i a l S e c u r i t y 

T h e r e are only a few schemes available 
to compensate for a loss of life or in the 
event of a disablement. T h e Life Assur ­
ance schemes meet this need which in 
fact is a social securi ty scheme. 

(i i) E c o n o m i c G r o w t h 

T h e premium invested by the policy­
holders and the shareholders constitute 
the reserve base of an Insurance Organ i ­
zat ion. Under the Control of Insurance 
(Amendment ) Act No. 42 of 1986, every. , 
insurer should invest 50% of its reserve 
funds in Governmen t securities and the 

balance 50% in investments (i.e. approved 
securities, deposits with commercia l 
banks, deposits and investments with 
State Mortgage and Investment Bank, 
and in Quoted companies) approved by 
the government. 

T h e money invested in the Government 
and in approved investments will help 
growth the economy by increasing the. 
level of employment, thereby consump­
tion and furthering demand for goods and 
serv ices. 
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TablelV-3: Schemes Under Category III 

O r g a n i z a t i o n S c h e m e 

I C S L Limited P a y m e n t Life A s s u r a n c e 
N I C Limited P a y m e n t W h o l e Life Assurance 
C E Y W h o l e Lfie l imi ted P a y m e n t Policy 
U A L n/a . • 
C T C n/a 

-

A Pol icy holder c a n e lse ! the accidental death benefit disability benefit a n d wa iver of premium b e n 
benefits. 

rfit a s suplementary 

A n Illustration citing hypothetical e v e n t s a n d the extent of compensation under each s u c h event Is g iven below: 

A s s u m p t i o n : 

PoBcyhoWers A g e at beginning of policy 
T e r m (per iod for w h i c h poScy Is taken) 
Basic S u m A s s u r e d 
Accident ia! Death Benefit elected 
T o t a l a n d Permanent disablement benefit 

• 2 5 y e a r s 
= 25 y e a r s 
• R s 100000 
= 2 ' basic s u m assured 
• elected 

E v e n t S u m A w a r d ! i d ( R s ) 

L O S S O F L I F E 
(1) occurs during te rm o l the policy by natural c a u s e s 
(2) occurs dur ing te rm of the policy by acddneta l c a u s e s 
(3) occurs after the term of the policy b y natural c a u s e s 
(4) occurs al ter the te rm o l the policy b y accidental causes 

100.000/-
200,000/-
100.000/-' 
100.000/-

T O T A L & P E R M A N E N T D I S A B L E M E N T 

(1) occurs during the term of the policy 

(2) occurs after the term of the policy 

100,000/. 
* a-

S U R V I V A L 

(1) tin the e n d of titer te rm of policy n/a " 

I I I . P R O D U C T R A N G E 

Individuals h a v e var ied needs but their 
affordability v a r y considerably, a n u m ­
ber of s c h e m e s are offered to the public 
by Insurance Organizat ions with differ­
ent packages of reward to suit their 
affordability and their needs . All Insur­
ance Organizat ions h a v e the i rown prod­
uct range. E a c h product (scheme) of­
fe red by a g i ven Insurance O r g a n i z a ­
t ions is matched by other Insurance 
Organizat ions by adding minor changes 
to their product. S o m e of the minor 
changes are the premium payab le .The 
supplementary benefit offered and the 
max imum term for wh ich a policy can be 
taken. E v e r y Insurance Organizat ion 
keeps monitoring and innovating differ­
ent schemes to meet the changing needs 
of cus tomers or to create a need or to 
satisfy a yet unsatisfied need offered by 
Life Assu rance schemes . 

E a c h scheme stipulates the minimum 
and the max imum age a prospect ive 
could enter a s c h e m e . A g iven scheme 
m a y also stipulate the max imum term 
for what policy could be obtained. A 
s c h e m e m a y be of fered in two forms v i z , 
one sub -scheme qualifying for bonus 

and the other without it. T h e premium 
payable on the sub-scheme that quali­
fies for bonus payments is relatively 
higher than the scheme that does not 
qualify for bonus. 

T h e following are the products avai l­
able in the present market. (See Tab le 
IV-1.) 

IV . C L A S S I F I C A T I O N O F S C H E M E S 

For the purpose of analysis Life A s ­
surance schemes w e r e classified into 
s e v e n broad categories. T h e technical 
classification of life assurance s c h e m e ' 
w a s ignored here. 

C a t e g o r y I 

Here the premium is paid for ah elected 
term and the coverage is provided for 
that elected term. A s u m asured is riot 
paid (only the premium paid is. riot 
refunded) for the policyholder. Hence 
ther is no maturity va lue in the schemes 
descr ibed under this category since 
money is paid only 'at the death of the 
policyholder, t h e schemes falling into 
this category do not offer the accidental 
benefit, disablement benefit and wa iver 
of premium benefit. 

T h e schemes coming under this cate­
gory are not ve ry popularity and gener-
aly are suitable to individuals who. look 
for a bigger coverage at a lower pre­
mium. T h e following schemes are avai l ; 
able in the market (See Tab le IV -1) 

Table IV-4 Schemes Under Category IV 

O r a g a n l z a t l o n f S c h e m e 

I C S L P u r e Endowment PoBcy 
N I C O y r e endownment Policy 
C E Y n/a 
U A L n/a 
C T C n/a 

A n Illustration citing hypothetical e v e n t s a n d the extent o l compensat ion under e a c h event Is g i v e n below. 

A s s u m p t i o n : 

PoBcyholder A g e at beginning o l p o l c y 
T e r m (period for wh ich policy is taken) 
Basic S u m assured 
Accidental Death Benefit elected 
T o t a l ft Permanent disablement benefit 

E v e r t 

- 2 5 y e a r s 
. 25 y e a r s 
- R s 100000 
- 2* basic s u m assured 
- e l e c t e d 

S u m A w a r d e d ( R s ) 

L O S S O F L I F E 

(1) occurs during term of the policy b y natural c a u s e s 
(2) occurs during term of the policy by accidental c a u s e s 
(3) occurs after the te rm of the policy by natural c a u s e s 
(4) occurs after the te rm of the policy by accidental c a u s e s 

Premium refund 
P r e m i u m refund 
01. 
oi. 

T O T A L & P E R M A N E N T D I S A B L E M E N T 

(1) occurs during the te rm of the policy 

(2) occurs after the te rm of the policy 

n/a 
n/a 

S U R V I V A L 

(1) till the e n d the o f the t e r m of p o k y 10000Q/»_ 
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Table IV-5: Schemes Under Categoy V 

O f Q s n l i f l t l o n S c n a m a 

I C S L E n d o w m e n t A s s u r a n c e 
Marr iage E n d o w m e n t 
Fducfl f lonal Anrtufry 
Double E n d o w m e n t A s s u r a n c e 
MulU P u r p o s e A s s u r a n c e 
P o d h u J a n a R a k s h a n a P t a n 
T r e b l e Benefit P lan of A s s u r a n c e 

N I C E n d o w m e n t A s s u r a n c e 

C E Y E n d o w m e n t Policy 

U A L Un ion Endowment Pol icy 

C T C Plr lpun PoOcy 
D a s h a k a P o r k y 
Ranpatha P o l i c y . 

A pol icyholder c a n elect the accidental benefit, disability benefit e n d wa ive r of premium benefit a s supplementary benefits. 

A n illustration citing hypoUtettcat e vents a n d the extent of compensat ion under e a c h s u c h event I s g t v e n be low: 

A s s u m p t i o n s : 
Pol icyholders A g e at beginning of poDcy 
T e r m (period for w h i c h policy Is taken) 
Basle S u m A s s u r e d 
Accidenta l Benefit elected 
T o t a l ft Permanent dtsabtemsnt benefit 

• 25 y e a r s 
• 25 y e a r s 
• R s 100000 
• 2 basic s u m a s s u r e d 
- e r e c t e d 

E v e n t S u m A w a r d e d ( R s ) 

L O S S O F L I F E 

(1) o c c u r s during term, of the policy by natural c a u s e s 
(2) o c c u r s during te rm of the policy by accidental c a u s e s 
(3) o c c u r s after the te rm o l the poDcy b y natural c a u s e s 
(4) o c c u r s after the te rm of t h e p o l c y b y accidental c a u s e s 

100,000/-
200:000/. 

0 / -
01-

S U R V I V A L 1 

(1) tin the e n d of the ten n of policy 100,000/-

T h e schemes available in today 's mar­
ket a re ; (See Table I V - 2 ) 

C a t e g o r y III 

T h e premium is payable by the policy­
holder for a defined term and the cover ­
age is provided only for the term of the 
policy. No maturity value is available in 
the schemes descr ibed under this cate­
gory s ince money is paid only at the 
death of the policyholder. T h e s u m 
assured is paid to the nominee of the 
policyholder at his death. 

T h e schemes coming under this cate­
gory are normally, taken by individuals 
w h o want to ensure that their depend­
ents' (or nominees) financial base is not 
eroded with their death. 

T h e S c h e m e s available in the market 
are : (See T a b l e IV -3) 

C a t e g o r y IV 

A defined term can be elected o n the 
schemes falling into this category. O n l y 
the premium invested is refunded the 
policy if the loss of life actualize during 
the term of the polcy. H o w e v e r a matur-

C a t e g o r y II 

H e r e the premium is payable till the 
t ime of death of the policyholder and 
hence the te rm of the policy cannot be 
def ined (of s c h e m e s under Category I, 
III & IV w h e r e premium is paid only for 
a def ined term). T h e s u m . assured is 
.payable to the nominee of the policy­
ho lder at his death. 

T h e policyholder can elect the acci­
dental death benefit, disability benefit 
and wa i ve r of premium, benefit a s sup­
plementary benefits. 

N o maturity value but on ly a s u m 
assured is available in the schemes 
descr ibed under this category s ince 
m o n e y is paid only at the death of the 
policyholder. 

T h e s c h e m e s under this category can 
be beneficial a s a measure of mitigating 
tax liability. T h e schemes offered under 
this ca tegory a re also, not s o popular. 

I C S L 

Table I V - 6 : Schemes Under Categoy V I 

Schema 

J a n a Se tha Assurance 

A policyholder c a n elect the accidental benefit, disability benefit and wa ive r of premium benefit as supplementary 
T r i e benefit g i v e n at tola) a n d permanent disablement will b e equal to the s u m assured at the time of disablement. 

A n (frustration citing hypothetical e v e n t s a n d the extent of compensat ion under e a c h s u c h event Is g i v e n be low; 

Pol icyholders A g e at beginning of p o l c y 
T e r m (period (or w h i c h policy Is taken) 
Bas ic S u m A s s u r e d (at e n d of term) 
Accidental Benefit erected 
T o t a l a n d Permanent disablement benefit 

«25 y e a r s 
- 2 5 y e a r s 
- R s 100000 
- 2* bask; s u m assured 
• elected . 

E v e n t 

L O S S O F L I F E . 

. (1) occurs during tern i of the pol icy b y natural c a u s e s 

(2) occurs during te rm o l the poDcy by accidental c a u s e s 

(3) occurs after the te rm of the policy b y natural c a u s e s 

• (4) occurs after the te rm of the policy b y accidental causes 

T O T A L ft P E R M A N E N T D I S A B L E M E N T 

(1) occurs during the t e r m of the policy 

(2) occurs after the te rm of the poScy 

S U R V I V A L 

( f ) tiD the e n d of the t e r n of policy*' 

S u m A w a r d e d ( R s ) 

d e p e n d o n te rm 4 maturity va lue 
- d o - • 
- 0 7 . 
- O b 

o n t e r m s maturity va lue 

- O b 

100,0007. 
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i t / s u m is paid if the policyholder is still 
alive at the end of the term of the policy. 

T h e s e schemes are not so popular 
especially among the tax payers since 
the premium paid into the schemes fall­
ing into this category redemption do not 
qualify the tax liability for tax. 

T h e schemes availability under this 
category are listed below. (See Tab le IV 
-4) 
C a t e g o r y V 

T h e cove rage is provided only during 
the elected term and the premium is 
payable during the term of the policy. 
T h e maturity value is payable to the 
policyholder at the end of the term. 

Majority of the schemes offered in the 
markettoday fall into this category. T h e s e 
schemes are popular. T h e premium 
payable is relatively lower than in those 
schemes offered under Category V . 

T h e Schemes available in the market: 
(See Tab le I V - 5 ) 

A policyholder can elect the accidental 
benefit, disability benefit and wa iver of 
premium benefit as supplementary 
benefits. 
C a t e g o r y V I 

O n l y one scheme of this category is 
available in the market. He re the cover­

age provided will increase by 5% of 
preceding year at each g iven year till the 
end of the term of the policy. H o w e v e r 
the maturity value will be equal to the 
max imum basic life cove rage that is 
provided at the endo of the term. If the 
maturity value is = X , the s u m assured at 
a g i v e n yea r (n) can be shown by the 
folllowing formula: 
Basic S u m Assu red = X * (1+5%) n 

(1+5%)m 

(m+term in yea rs , n+term yea r in which 
the event take place) 
(See Tab le I V - 6 ) 

A policyholder can elect the accidental 
benefit, disability benefit and wa iver of 
premium benefit as supplementary 
benefits. T h e benefit g ive at total and 
permanent disablement will be equal to 
the s u m assured at the time of disable­
ment. 

C a t e g o r y V I I 

H e r e the cove rage is provided during 
the elected term and the premium is paid 
during the term of the policy. T h e matur­
ity va lue ispaid in installments at defined 
intervals-during the term of the policy. 
T h e intervals by which the installments 
are paid to the policyholder are defined 
in the scheme chosen . 

^po l icyho lder can elect the accidental 
benefit, disabiliby benefit and waiver of 

Table IV - 7: Schemes Under Category VII 
O r g a n i z a t i o n S c h t m t 

I C S L 
N I C 

C E Y 

U A L 
C T C 

T h r e e Stage Pol icy 
Anticipated E n d o w m e n t A s s u r a n c e 
Multl Benefit A s s u r a n c e 
A d v a n c e d P a y m e n t Policy 
F i v e Benefit Pol icy 
Super Benefit Pol icy 
A p e k s h a PoBcy 

A n illustration citing hypothetical events a n d the extent o l compensat ion under each s u c h event is g i v e n below; 

A s s u m p t i o n : 
Policyholders A g e at beginning of p o l c y - 2 5 y e a r s 
T e r m (period for wh ich poGcy is taken) - 25 y e a r s 
Basic S u m A s s u r e d - R s 100000 
Accidental Benefit elected • 2* basic s u m a s s u r e d 
To ta l 7 Permanent disablement benefit • e l e c t e d 

premium benefit, as supplementary 
benefits. 

A unique feature in the schemes un­
der this category are that irrespective of 
the amount of installments, rece ived by 
the policyholder, the basic and the 
supplementary coverages elected by the 
policyholder will continue without any 
abatements, till the end of the term of 
policy. (See Tab le IV - 7) 

r 

E v e n t S u m A w a r d e d ( R s ) 

L O S S O F L I F E 

(1) occurs during t e r m j l the policy by natural c a u s e s 100,000/-
(2) occurs during term of the policy by accidental c a u s e s 200,000/-
(3) occurs after the te rm of ttepofcy b y natural c a u s e s 1 0Y> 
(4) occurs after the te rm of the p o l c y by accidental c a u s e s 0/> 

S U R V I V A L 

(1) till the e n d of the te rm of policy 100.000/-
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