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1. DEVELOPMENT OF LIFE
ASSURANCE

In the middle ages, according to extant
records, loans of the type known as
“bottomry” and “respondentia” were made
use of to hedge the burden of the risk in
general commerce. Evidence fram Baby-
Jon also shows that contracts similar to
“bottomry'was known to merchants in that
country and originated with the expan-
sion of commerce as far back as 4000-
3000 B. C. Evidence from India also
shows that “bottomry” was practiced by
Hindus in 600 B. C.

In this type of contract the money lender
will lend money 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.
Ifthegoods and the vehicle (ship) pledged
are destroyed then the money lender will
stand to lose. Since the lender assumed
the risk of loss the borrower enjoyed the
benefit of contract. In fact the lender has
provided the borrower with Insurance
protection.

In ancient Greece, this concept was
used for maritime loans as early as the
fourth century B. C. This same form of
loan agreement was used by Romans on
maritime loans in the middie ages and
later this spread to Europe. This practice
represented the seed of modern insur-
ance contract.

The concept of Life Insurance origi-
nated in ancient Rome. The first evi-

dence of this is The Collegia tenuiorum,
a guild organization for free wage earn-

“ers & slaves, which provided a fund to

bury its members. The principle source of
income for the society was a system of
monthly dues to the fund. This Guild was
the forerunner of modem Life Insurance.

The Guilds which later came into exis-
tence in Middle Ages made disburse-
ments on specified disasters such as fire,
fiood and robbery, in addition to the pay-
ments made at burial.

Thefirst Life Insurance organization was
established in the USA when the Presby-
terian Ministers' Fund was granted a
charter from the Province of Pennsylva-
niain 1759. For some time this company
engaged in writing annuities for clergy-
men. Ten years later similar companies
were setupin New York, New Jersey and
Pennsylvania for the benefit of Episcopal
Clergymen. Later more and more com-
panies were set up to underwrite Life In-
surance. The stability and security of the
life underwriters were by and large
judged by the underwriters paid up capi-
tal. The epidemics of smallpox, diptheria
and other diseases provided an impetus
for the growth and expansion of Life In-
surence as a business venture in the

“USA. 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 1800:the 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 were organized and frauds
were practised by criminals. People began
to look at Life Insurance with suspicion.
The control and supervision of the busi-
ness were lacking. In 1837 the General
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 New Hampshire leg-
islation was enacted to establish the first
board of Insurance Commissioners. Later
such enactments spread to other states
inthe USA. 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. The life assurance policy con-
tracts were liberalized and supplemen-
tary benefits such as disability and hospi-
tal expenses coverwere attachedtomake .
schemes more attractive.

Following the revolution in 1917, insur-
ance was nationalized in the USSR and
is now being administered by the organi-
zation called Gosstrakh. Personal life in-
surance coverage is available but on a
voluntary basis. By 1959, over 10 million
people.were reported to have obtained
life insurance.

Insurance in Japan is mainly in private
hands "although government agencies
write-insurances such as crop, livestock,
forestfire, fishery, export credit, accident
and health, sales credit as well as social
security. The rates of premia are con-
trolled by voluntary rating bureaus so that
they are' reasonable and non-discrimina-
tory'. In 1968 Japan ranked as the.sec-
ond in the total life insurance in force.

In Sri Lanka, prior to the year of 1962,
life insurance was Grderwritten entirely
by the private sector. Companies incor-
porated outside Sri Lanka'ware also al-
lowed to underwrite life insurance. How-
ever in 1962 insurance business was
nationalized and Insurance Corporation
of Sri Lanka (ICSL) was formed. In 1980
National Insurance Corporation (NIC)
came into existence with a view to intro-
duce competition and a better service.
The NIC carried out business through
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eight principal organizations which were
private sectorinstitutions. These eight or-
ganizations are (i) Aitken Spence Ltd. (ii)
Carson Cumberbatch Ltd. (jii) Whittal
Boustead Ltd. (iv) Mercantile Credit Ltd.
{v} James Finlay Ltd. {vi) Protection and
Indemnity Ltd (vii) Ackland Finance Ltd.
and (viii) Ceylinco Ltd.

It was the view of the Government that
if the private sector is allowed to under-
write insurance business, the quality and
efficiency of service provided can be
enhanced further. As a result the Control
of Insurance Act (Amendment) of 1987
was enacted by statute outlining strict
conditions to protect the investing policy-
holder.

As a result of the private sector being
allowed to underwrite insurance busi-
ness three private companies were incor-
porated in Sri Lanka under the Compa-
nies Act of 1982. They are (i) Union
Assurance Ltd. (UAL) (i) CTC Eagle
Insurance Company Ltd. (CTC) (iii)
Ceylinco Insurance Company Ltd. (CEY).

UAL is a consortium set up by Aitken
Spence Ltd., Carson Cumberbatch Ltd.,
Mercantile Credit Ltd., & Whittal Bous-
tead Ltd. The major shareholders are the
members of the consortium, Merchant
Bank of Sri Lanka, IFC, ADB & the gen-
eral public. As at present no technical
collaboration is established for life Insur-
ance. The reinsurance is done with Mu-
nich Reinsurance of Germany.

The major shareholders of CTC are
Ceylon Tobacco Company Ltd., James
Finlay Company Ltd., and the general
public. Thetechnical collaboratoris Eagle
Star Company of UK. The reinsurance is
placed with Victory International Special
Reinsurance of UK.

CEY is a member of the Ceylinco Group
of companies. CEY is the first Sri Lankan
Insurance Company and came into
being in 1939 with the name of Ceylinco
Insurance Company Litd. No technical
collaboration is established for life insur-
ance. The reinsurance is placed with
Mercantile and General of UK and Fran-
cona of Switzerland.

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 competitive market.

ICSL and NIC function independently.
Both have not retained any technical col-
laborator on life insurance. However NIC
places their reinsurance with ICSL. ICSL
reinsures with Swiss Reinsurance Com-
pany of Switzerland.

ll. ROLE OF LIFE ASSURANCE

2.1 Life Assurance vs. Other Classes
Of Insurance

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-
soninwhose favor such policy is granted.”

However to make Life assurance
schemes more competitive and more at-
tractive to prospective policyholders,
various other benefits are added on o the
basic coverage of protection. Today, in
addition to the basic coverage against
death one can also slect compensation
against total and permanent disable-
ment, waiver of further investment of
premiumin such asituation, againstpartial
disablement. -

Life assurance differs from other classes
of insurance {general insurance) in sev-
eral ways. These 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-
yearly or yearly) for an agreed period of
time; and duting this period if the insured
dies then the nominee of the insured will
be awarded with a guaranteed sum of
money. If death does not take place dur-

ing the specified period, the money in-
vestedis normally refunded with an added
interest.

General 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 (However there are Life
assurance schemes which are effective
only for aperiod as shortas one calendar
year though such schemes are not so
popular).

General 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 given life.
The sum thatis assured on alife 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
marketvalueortoits reinstatement value.

(d) Life assurance compensates against
death and is a contingent liability and not
a contractual liability. Therefore Life as-
surance iS not a contract of indemnity.
General Insurance on the other hand is a
contract ofindemnity. Perhapsitis for this
reason thatinsurance of lives is known as
Life Assurance and not as Life Insur-
ance.

3.2 How Life Assurance Schemes
Work

An individual can chose to enter a life
assurance scheme virtually at any given
age. Each scheme has its unique charac-
teristics which distinguishes it from the
other. schemes. However Insurance
Organizations normally do not entitle a
minor to enter into a Life assurance
schems. The upper age limit varies de-
pending on the life scheme but normally
does not exceed €5 years of age.

The sum payable in the event of a loss
of a life due to natural causes (natural.
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death) is known as the ‘Sum assured' (or
basic coverage). A natural death is de-
fined as any form of death except by
accidental death. Accidental death is
described as loss of life occurring at an
unexpected time at an unexpected place
under unexpected circumstances.

The prospective when he has decided
to enter into a Life Assurance scheme,
should invest a sum of money regularly in
advance. The sum of money the policy-
holder has to invest is known as the
“Premium”. This investment canbe made
monthly for each given month, quarterly
for each given quarter, six monthly for
each given half-year or annually to cover
aperiod of twelve months. The frequency
of investment that is to be made is known
as the “mode”. Normally the premium
payment made yearly, is lower than the
annualised half yearly investment and
the annualised half yearly investment is
lower than the annualised quarterly in-
vestment and the annualised quarterly
investment is lower than the annualised
monthly investment. The premium sum
varies depending on the sum assured,
required, term elected, age, status of
health and the type of the scheme.

Entering into a scheme commences with
the signing of a presented form given by
the insurance organization which aets as
a contract between the client and the In-
surance Organization. Insurance Organi-
zation in return issuse a certificate detail-
ing the conditions of agreement. This is
calledalife Assurance 'Policy'. The holder
of such a policy is known as the Policy- -
holder (insured). Once the policy is is-
sued by the Insurance Organization to
the Policyholder, the contract becomes
valid and the Insurance Organization un-
dertakes to bear the risk of the policy-
holder, as defined by the policy. The
policy terminates with either the death of
the policyholder during the term of the
policy or at the expiry of the term, orinthe
eventthatthe policyholder does not keep
the commitments.

For a Life Assurance scheme to work in
practice, several individuals should con-
tribute to the Life Fund. Since death is a
contingency and is based on probability
{chance). The premium chargeable on a
given individual is computed in such a
way so that the Life Fund generally does

notgetdepieted at any pointoftime, once
a minimum number of individuals have
entered a given scheme.

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

premium paid to date + interest yielded
on premium

=death claims+bonus declared+surplus
profits to the Co.

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. This is called the
‘Maturity Value'. In certain other schemes
the maturity value is paid to the policy-
holderininstaliments at defined intervals
during the policy term. '

In most of the schemes offered by the
Insurance Corporation of Sri Lanka
(ICSL), National Insurance Corporation
(NIC), Ceylinco Insurance Company Ltd.,
the basic sum assured (in the event of a
natural death) is equal to the maturity
value of the policy. However in the
schemes offered by CTC Insurance
Company Ltd. (CTC), the sum assured is
greater than the maturity value.

CTC has two maturity values. One is
called the Guaranteed maturity value and
the otheris called the lllustrative maturity

value. Guaranteed maturity sum is the
sum that is guaranteed to the policy-
holder under any circumstances. lllustra-
tive sum is the sum of money CTC Insur-
ance Co. Ltd., attempts to award the poli-
cyholder.

However there are exceptions to the
rule. In the Treble Benefit Scheme of-
fered by ICSL, in Multi Benefit Assurance
Scheme offered by NIC and in the Five
Benefit Scheme offered by CEY; guaran-
teed twice the maturity value as that of
the sum assured on a natural death and
the sum assured on an accidental death
is thrice the maturity value. The following
illustration describe sums payable under
various 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).

When an Insurance Organization makes
profits, a part of the profits is sometimes
passed onto the policyholders. This 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. The
policyholders do not have any right to
decide onthe bonus. When suchbonusis

Tablell-1  Relationship Between Sum Assured & Maturity Value (Exception1)

Event

1. Loss of life by natural causes
during the term of the policy

2. Loss of life by accidental causes
during the term of the policy

3. Survives till the end of the
end of the term of policy

Sum Awarded (Rs)
= 2* Matyity Value
= 3* Maturity Value
= Maturity Vaue

Table Il-2 Relationship Between Sum Assured & Maturity Value {Exception 2)

Event

(1) Loss of ife by natural causes
during the term of the policy

{2) Loss of life by accidental causes
during the term of the poficy

(3) Survives till the end of the

Msterm in yrs. nwterm year in which the event take place

Sum Awarded (Rs)
X* (1.05)n/(1.05)n
X* (1.04)n/ (1.06)m
= Maturity Vakue

o

TablelI-3 Relationship Between Sum Assured & Maturity Value (Exception 3)

Event
{1) Loss of life by natural causes
- during the term of the policy %
(2) Loss of lifa by accidental causes
during the term of the policy

(3) Survives {ill the end of the
and of the term of policy

Sum Awarded (Rs)
Premium refunded
Premium refunded

= Maturity Value
{Sum Assured)
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paid it is credited to the maturity value of
the policy. However a given Life Assur-
ance scheme should qualify to receive
bonus payments, since all schemes do
not qualify to receive bonus payments.

2.3 Extent of Protection Offered

To 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 sum as-
sured in the event of an accidental death;
compensation against total and perma-
nent physical disablement; to waive any
furtherinvestmentof premiumwhile 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 suin (like a monthly salary) to
the nominea of the policyholder (ex.
family) af.e- the policyholder's death.
There are still other schemes where one
could elect compensation against partial
disablement.

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

A. Natural Death Benefit

A natural deathis 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. Special Term Rider
Here the nominee of the policyholder

can ask for compensation equal to twicg
or many fold the basic sum assured if he

dies naturally during the term of the pol-

icy.
C. Accidental Death Benefit

An accidental death is described as a
death occurring at an unexpected time,
place, in a manner and the policyholder
succumb to death within three months
after the incidence. The sum assured
under an accidental death is at least the
basic sum assured. The policyholder may
elect for a higher death benefit.

D. Total and Permanent Disablement
Benefit

Total and permanent disablement is

described as loss (or dysfunction) of both
legs above the ankle, orloss of both arms
above the elbow, or loss of eye sight in
both eyes, or a combination of loss of one
eyeorlegoranarm. Theloss (ordysfunc-
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 extra payment
made in addition to the sum assured. This
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.

E. Waiver of Premium Benefit

When 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 benefitandinthe eventofatotal
and a permanent disablement that poli-
cyholder will not have to pay the premium
due to continue with the policy after such
disablement. However 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. Partial Disablement Benefit

Here, compensation is paid when the
policyholder becomes partially disabled
as aresult of an accident. Compensation
provided for the following categories of
disablement and the sums awarded will
be as follows;

The partial disablement cover is offered
by only one Insurance Organization in Sri
Lanka (i.e. Ceylinco Insurance Company
Lfd,). This additional benefit can be se-
lected in any of the policies offered by
Ceylinco Insurance Co. Ltd.

If a policyholder wishes 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. Family Income Benefit

Certain Life Assurance schemes agrees
to pay a sum of money monthly or quar-
terly to the nominee of the policyholder in
the event the policyholder dies within the
term of the policy.

_In addition to the basic benefit (i.e. basic
esum assured in the event of a death),
other supplementary benefits can be
elected in single or in combination, if a
given scheme is tailorgd to offer such
benefits.

it is observed that a fair number of life
assurance schemes offer Accident Bene-
‘}fit, Total and permanent desablement
benefit, Waiver of premium benefit, as
supplementary benefits.

The supplementary benefits offered are
specificto agiven scheme. In many of the
schemes each supplementary benefitwill
be granted only up to a certain maximum
age stipulated by the scheme (ex. 65
years of age). Thereafter that supple-
mentary benefitlapses automatically and
the policyholder will not be entitied to
enjoy thatgivenbenefit any further. Some
schemes may not offer supplementary
benefits at all.

Contd on page 60

Table[I-4 Sum Assured on partial Disablement

Event

-of either arm -
-of either hand

(at or above the wrist)
-of either foot

{at or above the anklg)
-of sight in either eye

Sum Awarded (in Rs)

75% of basic sum) assured
50% of basic sum assured

50% of basic sum assured
50% ol basic sum assured
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Contd. from page’ 37

'24. Benefits of a Life Assurance —

Scheme ) Table lii-1: Product nange -

2.4.1 Benefits to the Policyholder | SCHEMES OFFERED BY BISURANGE CORPORATION OF 671 LANKA

(1) Benefit Against Death : Schome :ﬁ- o oy ke e

This is the basic benefit the policyholder - ompe Prom.  parte Otse
can receive by obtaining a Life ‘policy. 1. Whole Lls Assurance 1860 a1l va ys ys y@ o
This sum of money that will devolve on to 2. Umied PaymentUis ’ . o '
the dependents (or to the nominee). Assurance E5 6 W 104 oy ym o

/ o . 3 EndowmenmtAssurance 1860 65 V1047 ys  ye  yes 0w
2 Bel?eﬂt Ag?_mst Total and. Perma- 4 Mamiage Endowmént 1880 65V 520 vy, ys  no
nent Disablement . e & v yos m' m e

A total ‘and a permanent disablement | & Py Endowment el P ™
may cause a loss of income to the policy- .| 7 ConvenbieLie -

- holder. Furtherthe disablementcancause : oo ! e eo®omo®

further expenditure on medicine and | * “enocwmem 208 Vi R

‘health care. The sum of money paid to 9. Double Endowment C

the policyholder as an extra payment (in Assurance 1855 e 'V 1035 yes yes oy ™

addition to the life cover) can well be used 10. Treblo BaneM Plan S '

to meset such needs. ' Assurance . 1\ sV 10,152,258 0 M M ™
11. Multl Purpose Assurance 18-85 65 v " 1030 yos yes yes no

(3) Benefit Against Partial Disablement 12. Moigage Protecion ~~ na €5 V' 10,15,20.%0 no o no no

Here too the policyholder will receive an 13. PochuJana Raketana - 1845 65. ¥ 10.15.2025 ‘yu oy oy
extra sum of money as a lump sum pay- - : . )
mentwhichperhapscanbeusedtomeet | '¢ “mSamul . B0 & W S8% vy ym ™
the expenditure incurred in hospltahza- 15. Thoo StagePolley *© 1860 65 VI _ 10,1620 yo - ys  ym
tion and health care. -

SCHEMES OFFERED BY NATIONAL INSURANCE CORPORATION
(4) Negotiable Instrument 1. Whole e ssurarce 1686 wa I na Y.y oy M
2. Limited Payment Whole . ' :
The life policy is accepted as-a bankable e e . weoes, owm om
instrument to use as direct securityoras | * ErmwmemAmmme 3% W V. 16\ “woom om»
a collateral, when raising a loan froma | 4 Pure Endowment wa ma NV 625 L no o
financial institution. S JoitLieEndowment 1860 70V 10460 yo ys  ys- m
(5) An Investment . & me 1860 70 v 10, 15,20 s -y oy om
In most schemes, the premium paid into 7. MuftBeneft Endownent w o2 g
the policy will obtain an interest. At the e , . Lo Loy e
end of the term the policyholder will rg- | SCHEME OFFERED BY CEYLINGO SURANGE CO. LTO.
ceive the money invested with an added | ' Whole L Uniimitad : )
intérest as maturity value. In some other 2 Whclh o Lo reso om A :'. " m 2
schemes' the pre.n?ium payme_nts are /'t m.."’""m"m ' ig ﬁ gl: ?6“1’3'20%”’” x ’,5, ¥ ,’: y”.:
refunded in parts giving opportunity tothe § e e POkl (800 70 Vi T 1015025 e e e yes
policyholder to.invest outside the insur- . » DBy .
ance market (ex. as a fixed deposit). e e - -
’ 1. Union Endowment Policy 1864 70 v 530 . yos yes you
. 2 Union Super Beneft Pollcy 1865 70 VI - 6,8,12,15,18  yes yos you
(6) Surrender Value 3. Union Family Beneft Polcyt@8§ 70 | 2™ m e oye
. 4. Union Home Protection ' ' : '

If the policyholder so wishes, he can o e P T V0@ mom e
surrender (give back ) the policy (nor- Polcy Ttk 0 V. 56 L
mally after three years) to the insurance BCHEMES OFFERED BY CTC INSURANCE CO. LTD o i N

" Organization and demand a refund of 1. Convertblo TomPollcy 1660 70 - ! 10,15,20 no wm  m . m
the p;ep;ium itnv:ste: Zlong with any ac- 2 m% 1830 ;g v f:"::m ys oy e
crued interest after deducting a sum for Dashake Pokoy - - W T e
the riskborne by the Insurance Organiza- s ww-m o v genM BN B o=
tion. - T
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(7) Flexibility to Operate The Policy

If the policyholder is unable to meet the
payment of premium, either of the follow-"
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. The termination of the
policy will be extended by the grace pe-
riod obtained.

(i) Can 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 was before the
grace period.

(8) Tax Benefits

A taxpayer receives additional benefits
due to incidence of taxation. They are as
follows:

(i) The policyholder can deduct the pre-
mium paid into the policy (except in the
case of Pure Endowment Policy) from the
statutory income in calculating the tax
payable for a given fiscal year. The pre-
mium deducted should not exceed one
third of the total statutory income or Rs
50000 whichever is lower for a given
fiscal year.

(ii) The payments received as compen-
sation or by way of maturity of the policy
will be exempted from income tax or
capital gains tax.

2.4.2. Benefits to The Economy
(I) Social Security

There are only a few schemes available
to compensate for a loss of life or in the
event of a disablement. The Life Assur-
ance schemes meet this need which in
fact is a social security scheme.

(li) Economic Growth

The premium invested by the policy-
holders and the shareholders constitute
the reserve base of an Insurance Organi-
zation. Under the Control of Insurance
(Amendment) Act No. 42 of 1986, every_
insurer should invest 50% of its reserve
funds in Government securities and the

Assumptions:
Policyhokders Age at beginning of policy
Term (period for which policy is taken)
Basic Sum Assured
Accidant Death Benefit elected
Total and Permanent disablement benefit
Event

LOSS OF LIFE

TOTAL & PERMANENT DISABLEMENT

" (1) occurs during the term of the poficy
{2) occurs after the term of the policy

SURVIVAL
(1) till the end of the term of policy

Table IV-1: Schemes Under Category 1

Organization Scheme

ICSL na

NIC n/a

CEY na

UAL Union Family Benefit Scheme
cTC Convertible Term Policy

An illustration citing hypothetical events and the extent of compensation under each such event is given below;

{1) oceurs durig term of the policy by natural causes .

{2) occurs during term of the policy by accidental causes
{3) occurs after the term of the policy by natural causes

{4) occurs after the term of the policy by accidential causes

=25 years
= 25 yaars
= Rs 100000
=na

=na

Sum Awarded (Rs)
100.000/=
100,000/=

100,000/
100,000/=

na

Table IV-2: Schemes Under Category Il

Organization Scheme
ICSL (i) Convertible Life Assurance
() Whole Life Assurance
NiC Whole Life Assurance
CEY Whols Life Unlimited Payment Policy
UAL na
CcTC wa

An iflustration citing hypothetical events and the extent of compensation under each such event Is glven below;

Assumption:
Policyholder “Age at beginning of poficy =2 years
Tarm (period for which policy is taken) = tifi death
Baslc Sum Assured = Rs 100000
Accidental Benefit elacted 2* basic sum assured
Total & Permanent disablementbenefit = olocted

Hyporhwrical Events: .

Event Sum Awarded (Rs)
] LOSS OF LIFE

(1) ocours during term of the policy by natural causes by natural causes 100,000/
{2) occurs during term of the palicy by accidental causes 200,00/=
(3) occurs after the term of the policy by natural causes na
(4) occurs after the term of the poficy by accidental causes n/a
TOTAL 7 PERMANENT DISABLEMENT (EXTRA)
(1) ocours during the term of the poficy 100,00/=
(2) ocours after the term of the policy Wes=
SURVIVAL
{1) till the end of the term of policy na

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

The money invested in the Government
and in approved investments will help
growth the economy by increasing the.
leve! of employment, thereby consump-
tion and furthering demand for goods and
services.
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Assumption:
Policyholders Age at beginning of policy
Term (period for which policy Is taken)
Bagic Sum Assured
Accidentlal Death Benefit elected
Total and Permanent disablement benefit
Event

LOSS OF LIFE

TOTAL & PERMANENT DISABLEMENT

(1) occurs during the term of the policy
{2) occurs after the term of the policy

SURVIVAL
(1) till the end of ther term of policy

(1) occurs during term of the policy by natural causes

(2) occurs during term of the policy by accidnetal causes
(3) occurs after the term of the policy by natural causes
(4) occurs after the term of the policy by accidental causes

Tablelv-3: Schemes Under Category Il

Orgenization Scheme

IcSL Limited Payment Life Assurance

NIC Unmited Payment Whole Life Assurance -
CEY Whole Lfie Limited Payment Palicy

UAL wa . .-

:e Poll'g holder can elect the accidental death benefit disablliity benefit and waiver of premium benefit as suplementary
no .

An ilustration clting hypothetical events and the axiem of compensation under each such event is given below:

=25 years

o 25 years

= Rs 100000

= 2° basic sum assured
= elected

Sum Awarded (Rs)

100.000/=
200,000/
100,000/='
100,000/=

100,000/=
"o

. PRODUCT RANGE

Individuals have varied needs but their
affordability vary considerably. a num-
ber of schemes are offered to the public
by Insurance Organizations with differ-
ent packages of -reward to suit their
affordability and their needs. All Insur-
ance Organizations have their own prod-
uct range. Each product (scheme) of-
fered by a given Insurance Organiza-
tions is matchad by other Insurance
Organizations by adding minor changes
to their product. Some of the minor
changes are the premium payable.The

supplementary benefit offered and the '

maximum term for which a policy can be
taken. Every Insurance Organization
keeps monitoring and innovating differ-
entschemes to meetthe changing needs
of customers or to create a need or to
satisfy a yet unsatisfied need offered by
Life Assurance schemes.

Each scheme stipulates the minimum

. and the maximum age a prospective
could enter a scheme. A given scheme
may also stipulate the maximum term
for what policy could be obtained. A
scheme may be offered in two forms viz,
one sub-scheme qualifying for bonus

and the other without it. The premium

payable on the sub-scheme that quali-
fies for bonus payments is relatively
higher than the scheme that does not
qualify for bonus.

The following are the products avanl-
able in the present market. (See Table
Iv-.)

IV. CLASSIFICATION OF SCHEMES |

For the. purpose.of analysfé. Life As-
surance schemes were classified into

"seven broad categories. The technical

classification of life assurance scheme*
was ignored here. '

Category |

Here the premium is paid for an elgcted
term and the coverage is provided for
that elected term. A sum asured is riot
paid (only the premium paid-is, not
refunded) for the policyholder. Hence
ther is no maturity value in the schemes
described under this category since
money is paid.only at the death of the
policyholder. The schemes falling into
this category do not offer the accidental
benefit, dlsqblement benefit and walver

of premium baneﬁt

" The schemes coming under this cate-
gory are not-very popularity and gener-
aly are suitable to individuals who look
for a bigger coverage at a lower pre-
mium. The following schemes are avail:
able in the market (See Table IV -1)

Table IV-4 Schemes Under Category |v.

Oraganization ; Scheme

ICSL - - . Pure Endowment Policy
NIC Oyre endownment Policy
CEY : na

UAL na

CcTC na

An [llustration dﬂmhypoth.ﬂcal events and the extent of compensation under each event is given below.
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Assumption: .
Policyholder Age at beginning ot policy =25 yoars
Term (period for which policy is taken) = 25 years
Basic Sum assured = Rs 100000
Accidental Death Benefit elected = 2 basic sum assured
Total & Permanent disabloment benefit = olected
Event Sum Awarded (Rs)
LOSS OF LIFE
(1) oceurs during term of the policy by natural causes Premium refund
{2) occurs during term of the policy by accidental causes Premium refund
(3) oceurs'after the term of the policy by natural causes O/= ’
{4) occurs after the term of the policy by accidental causes O/m
TOTAL & PERMANENT DISABLEMENT
(1) occurs during the term of the policy na
(2) occurs after the term of the policy na
SURVIVAL
{1) tll the end the of the term of policy 100000/
Economic Review May/June 1891.
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Table IV-5: Schemes Under Categoy V
Scheme

IcSL . . Endowment Assurance
Marriage Endowment

Educational Annuity
Double Endowment Assurance

Union Endowment Policy

Piripun Policy

Dashaka Peicy

A policyholdsr can elect the acgidental benefit, disability benefit and waiver of premium benefit as supplementary benefits.
AnlllummhndﬂngWmn}immommdmponuﬂonumhuaehMMmlawbom

9588

The schemes available in today’s mar-
ket are; (See Table IV -2)

Category lll

The 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 described under this cate-
gory since money is paid only at the
death of the policyholder. The sum
assured is paid to the nominee of the
pollcyholder at his death.

The schemes coming under this cate-
gory are normally, taken by individuals
who want to ensure that their depend-

Auumpuon
, ;o;cymmnmu beginning of pollcy =25 years ents' (or nominees) financial base is not
o {poriod foritch pally 1 taken) o0 eroded with their death.
s et o et -
; " - The Schemes available in the market
Event Sum Awarded (Rs) are: (See Table IV -3)
10SS OF LIFE ) .
{1) occurs duting term.of the policy by natural causes 100,000/ Category IV
(2) occurs during term of the policy by accidental causes 200,000/=
{3) oocurs after the term of the policy by natural causes /= R
_ {#) occurs afer the tem of the policy by accidentalcouses O/ A defined term can be elected on the .
SURVIVAL . . | schemes falling into this category. Only
the premium invested is refunded the
(1)o7 the end ofthe form of pory 1000007 policy if the loss of life actualize during
the term of the polcy. However a matur-
Category Il ‘
) _ Table IV-6: Schemes Under Categoy VI
Here the premium is payable till the Ongankstion .
time of death of- the policyholder and " : :
ICSL _ Jana Setha Assurance

hence the term of the policy cannot be
‘defined (of schemes under Category |,
"1l & IV where premium is paid only for
a defined term). The sum.assured is
payable to the nominee of the policy-

. ¢ Assumption:
holder at his death. Polcyholdsrs Ago at beginning of polcy
: , Term (period for which policy is taken)
BaslcSumAmnd(uonddunn) .
Accidental Benefit elected

The policyhélder can elect the accl- '
Total and Permanent disablement benefit

dental death benefit, disability benefit
and waiver of premium.benefit as sup-

plementary benefits. Event

_ - LOSS OF LIFE ,
No maturity value but only a sum

A policyhokier can alect the accidental benefit, disability benefit and waiver of pramium benefit as supplementary benefits.
The benom'glml at total and permanent disablement will be equal to the sum assured at the time of disablement.

- - | An iustration clling hypothetical events and the extent of compensation under each such aevent is given below; *

,(Umdmlngmomepomybyna!umlmm
(2) occurs duting term of the policy by accidental causes

w25 yoars

w25 yoars

= Rs 100000

= 2* basic sum assured
= glocted .

Sum Awarded (Rs)

depend on term & maturlly value
-do-

. assured is available in the schemes
. described under this category since
- money Is paid only at the death of the

" . policyholder.

. The schemes under this category can -
- -be beneficial as a measure of mitigating’
tax liability. The schemes offered under

this category are also.not so popular.

{3) occurs.after the term of the policy by netural causes

* .+ (4) occurs after the term of the policy by accidental causes

TOTAL & PERMANENT DISABLEMENT
" (1) ocours duting the term cf the polcy
(2) occurs after the term of the poticy
SURVIVAL
(1) tilthe end of the term of polioy

-0/m
- )

depend on term & maturity value
~Ofm

100,000/=
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ity sum is paid if the policyholder is still
alive at the end of the term of the policy.

These schemes are not so popular
aespaecially among the tax payers since
the premium paid into the schemes fall-
inginto this category redemption do not
qualify the tax liability for tax.

The schemes availability under this
category are listed below. (See Table IV
-4)

Category V

The coverage is provided only during
the elected term and the premium is
payable during the term of the policy.
The maturity value is payable to the
policyholder at the end of the term.

Majority of the schemes offered in the
markettoday fallinto this category. These
schemes are popular. The premium
payable is relatively lower than in those
schemes offered under Category V.

The Schemes availabie in the market:
‘(See Table IV - 5)

A policyholder can elect the accidental
benefit, disability benefit and waiver of
premium benefit as supplementary
benefits.

Category VI
Only one scheme of this category is
available in the market. Here the cover-

age provided will increase by 5% of

preceding year ateach given yeartilithe .

end of the term of the policy. However
the maturity value will be equal to the
maximum basic life coverage that is
provided at the endo of the term. If the
maturity value is =X, the sum assured at
a given year (n) can be shown by the
folllowing formula:

Basic Sum Assured = X * (14+5%) n

premium benefif, as supplementary
benefits.

A unique feature in the schemes un-
der this category are that irrespective of
the amount of installments, received 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 Table IV - 7)

(1+5%)m
(m+term in years, n+term year in which
the event take place)

(See Table IV -6)

A policyholder can elect the accidental

benefit, disability benefit and waiver of
premium benefit as supplementary
benefits. The benefit give at total and
permanent disablement will be equal to
the sum assured at the time of disable-
ment.

Category VIl

Here the coverage is provided during
the elected term and the premiumis paid
during the term of the policy. The matur-
ity value is paid ininstaliments atdefined
intervals .during the term of the policy.
The intervals by which the instaliments
are paid to the policyholder are defined
in the scheme chosen. -

A paojicyholder can elect the accidental
benefit, disabiliby benefit and waiver of

Assumption:

Table IV - 7: Schemes Under Category VI

Organization Scheme
ICSL Three Stage Policy
NIC Anticipated Endowment Assurance
. Multl Benefit Assurance
CEY Advanced Payment Policy
Five Benefit Policy
UAL Super Beneftt Policy
CTC Apeksha Pokicy

An illustration citing hypothetical events and the extent of compensation under each such event is given below;

Policyholders Age at beginning of policy = 25 years
Term (period for which poficy is taken) = 25 years
Basic Sum Assured = Rs 100000
Accidenta! Benefit elected = 2* basic sum assured
Total 7 Permanent disablement benefit = ¢glected
Event Sum Awarded (Rs)
LOSS OF LIFE
{1) occurs during termof the policy by natural causes 100,000/=
(2) oceurs during term of the policy by eccidenal causes 200,000/=
{3) occurs aher the term of the policy by natural causes 4 U=

. (4) occurs after the term of the policy by accidental causes U=
SURVIVAL
(1) till the end of the term of poficy 100,000/=
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