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Life Insurance Contract

• Life insurance is a financial contract between an individual (the 
policyholder) and an insurance company, where the insurer agrees to 
provide a designated sum of money (the death benefit) to 
beneficiaries upon the death of the insured person.

• The policyholder is the individual who purchases the life insurance 
policy from the insurance company. This person is responsible for 
paying the premiums to keep the policy in force.

• The insured is the person whose life is covered by the life insurance 
policy. This is the individual on whose life the insurance is based.

• The nominee, also known as the beneficiary, is the person or entity 
chosen by the policyholder to receive the death benefit in the event 
of the insured's death.
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Nominees

• The beneficiary is the person or entity who will receive the funds or 
benefits in case of an event, such as the account holder's demise. The 
beneficiary is entitled to claim the funds or assets and has a legal right 
to them.

• A nominee, on the other hand, is a person designated by the account 
holder to receive the assets or funds in the event of their death. The 
nominee acts as a trustee and holds the assets or funds on behalf of 
the legal heirs of the deceased account holder.

• Under the Insurance Laws (Amendment) Act of 2015, immediate family 
members such as your spouse, children, or parents are entitled to 
receive the claim amount as a beneficial nominee. It means they have 
the right to claim the death benefit over any other legal heir.
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Various Life Insurance Types

• Term plans: This life insurance policy is for a specific period. The 
person's family will receive the claim amount if they pass during that 
period. However, they won't get anything if the person survives past the 
policy term.

• Whole Life Plans: Whole life insurance guarantees payment of a death 
benefit to beneficiaries in exchange for level, regularly-due premium 
payments.

• Endowment Policy: This policy also covers a specific period. The 
holder's family gets the money if they pass within that period. But, this 
policy will pay the money to the holder if they survive after maturity.
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Various Life Insurance Types

• Unit-linked Insurance Policies: These policies use the premium in two 
parts. It goes to the policy and to investments. A part is invested in 
equity or debt. The family receives the total amount after the holder's 
death.

• Money-back Policies: These policies offer the holder a part of the claim 
throughout the period. It is the survival benefit. The holder gets the 
balance after the maturity period. The family gets the entire amount if 
they die.

• Retirement Policies: These policies provide fixed pension sums after 
one retires. The family gets the entire claim if they die.
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History of Life Insurance in India
• Insurance Listed in the seventh schedule of constitution – Union List.

• 1818-Oriental Life Insurance Company-First Life Insurance Company in 
India-Calcutta –Established by Europeans -1834-Failed.

• 1829-Madras Equitable

• 1870- Bombay Mutual Life Assurance Society-First Indian Life Insurer.

• Insurance as protection against risks that might happen in the future, while 
Assurance is protection against events that are inevitable.

• 1912-Life Insurance Companies Act-First statutory measure to regulate life 
insurance business in India.

• 1928- Indian Insurance Companies Act was enacted - to enable the 
Government to collect statistical information about both life and non-life 
business transacted in India by Indian and foreign insurers including 
provident insurance societies. 
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History of Life Insurance in India

• 1938 –Insurance Act – To protect interest of policy holder and control 
activities of the insurers.

• 1956- Life Insurance sector nationalized –LIC formed- Absorbed 154 
Indian, 16 foreign & 75 provident societies. LIC monopoly till 2000.

• 1993-setting up of RN Malhotra committee-to recommend reforms in 
insurance sector.

• 1999-IRDA constituted

• April 2000-IRDA  constituted as statutory body.

• Authority has power to frame regulations under Section 114 A of 
Insurance Act, 1938
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History of Life Insurance in India

• The key objectives of the IRDA include promotion of competition so as 
to enhance customer satisfaction through increased consumer choice 
and lower premiums, while ensuring the financial security of the 
insurance market.

• 2000- Private Insurance companies allowed. Foreign companies 
allowed as Joint Venure-however, FDI limit was 26%.

• 2014-FDI limit raised to 49%

• 2021-FDI limit increased to 74%
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Paid Up Capital
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History of Life Insurance in India
• 2006- The Actuaries Act: An Act to provide for regulating and 

developing the profession of Actuaries and for matters connected 
therewith or incidental thereto.

• "Actuary" means a person skilled in determining the present effects of 
future contingent events or in finance modelling and risk analysis in 
different areas of insurance, or calculating the value of life interests 
and insurance risks, or designing and pricing of policies, working out 
the benefits, recommending rates relating to insurance business, 
annuities, insurance and pension rates on the basis of empirically 
based tables and includes a statistician engaged in such technology, 
taxation, employees' benefits and such other risk management and 
investments and who is a fellow member of the Institute; and the 
expression "actuarial science" shall be construed accordingly; 
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Insurance Act 1938

• No insurer other than an Indian insurance company can carry on any 
class of insurance business in India.

• Properties in India not to be insured with foreign insurers except with 
the permission of Authority

• Not to carry insurance business without registration

• Certification of soundness of terms of life insurance business

• Minimum limits for annuities and other benefits secured by policies 
of life insurance

• Minimum paid up capital of Rs 100 crores.(Rs 200 crores for 
reinsurer)

11



12 © 2022 Copyrights reserved by Mad Over Insurance

Paid Up Capital
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Insurance Act 1938

• Every insurer shall keep separate accounts relating to funds of 
shareholders and policyholders

• Every insurer carrying on life insurance business shall, once at least 
every year cause an investigation to be made by an actuary into the 
financial condition of the life insurance business carried on by him, 
including a valuation of his liabilities in respect thereto and shall 
cause an abstract of the report of such actuary to be made in 
accordance with the regulations: 
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Mission Statement of IRDAI

• To protect the interest of and secure fair treatment to policyholders;

• To bring about speedy and orderly growth of the insurance industry 
and to provide long term funds for speedy development of economy.

• To set, promote, monitor and enforce high standards of integrity, 
financial soundness, fair dealing and competence of those it 
regulates; 

• To ensure speedy settlement of genuine claims, to prevent insurance 
frauds and other malpractices and put in place effective grievance 
redressal machinery;
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Mission Statement of IRDAI

• To promote fairness, transparency and orderly conduct in financial 
markets dealing with insurance and build a reliable management 
information system to enforce high standards of financial soundness 
amongst market players

• To take action where such standards are inadequate or ineffectively 
enforced

• To bring about optimum amount of self-regulation in day-to-day 
working of the industry consistent with the requirements of 
prudential regulation.
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Section 14 –IRDA ACT 1999

• Section 14 of the IRDA Act, 1999 (IRDA Act) lays down the duties of 
the Authority to regulate, promote and ensure orderly growth of the 
insurance business and reinsurance business. Subsection (2) of the 
said section lays down the powers and functions of the Authority
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Duties of IRDA

1) Issue to the Applicant a Certificate of Registration, Renew, Modify, 
Withdraw, Suspend or Cancel such Registration

2) Protection of the Interests of Policyholders in Matters Concerning 
Assigning of Policy, Nomination by Policyholders, Insurable Interest, 
Settlement of Insurance Claim, Surrender Value of Policy and Other 
Terms and Conditions of Contracts of Insurance.

3) Specifying Requisite Qualifications, Code of Conduct and Practical 
Training for Intermediaries or Insurance Intermediaries and Agents
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Duties of IRDA
Insurance Surveyors and Loss Assessors ( Licensing, Professional 
Requirements and Code of Conduct) Regulations, 2015, IRDAI 
(Insurance Brokers) Regulations, 2018, IRDAI (Appointment of 
Insurance Agents) Regulations, 2016 and IRDAI (Registration of 
Corporate Agents) Regulations, 2015

4) Specifying the Code of Conduct for Surveyors and Loss Assessors

5) Promoting Efficiency in the Conduct of Insurance Business

Regulation 13(3) of the IRDAI (Regulatory Sandbox) Regulations, 2019, 
the Authority has issued the guidelines on the operation of the Regulatory 
Sandbox outlining the procedure to be followed in implementing the 
“innovation in insurance” programme.
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Life Insurance Premium Growth
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Premium Underwritten
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Insurance Penetration & Density
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Insurance penetration = Insurance Premium/GDP
Insurance density = Insurance Premium/ Population
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PM SCHEMES

Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) is a one-year Group 
Term Life insurance scheme designed by the Government of India. It is 
available to people in the age group of 18 to 50 Annual Report 2021 -
22 45 | Policies and Programmes I years having a bank account who 
give their consent to join / enable auto-debit. The life cover of ₹2 lakh 
st shall be for the one-year period stretching from 1 st June to 31 May 
and is auto-renewable every year thereafter. The premium was ₹330 
per annum for policy year 2021-22. The scheme is being offered by LIC 
and 13 other life insurers.

Pradhan Mantri Vaya Vandana Yojana (PMVVY) For the FY 2021-22, the 
Scheme provided an assured pension of 7.40 per cent per annum 
payable monthly.
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INSURANCE REPOSITORY
• The Insurance Repository System is an initiative of the Authority to de-

materialize insurance policies. To achieve this objective, the Authority 
issued the guidelines on Insurance Repositories and electronic 
issuance of insurance policies in April, 2011. Subsequently in May,
2015, the Authority has issued the “Revised Guidelines on Insurance 
Repositories and electronic issuance of Insurance policies”

• NSDL National Insurance Repository · 

• CDSL Insurance Repository Limited · 

• CAMS Repository Services Limited · 

• Karvy Insurance Repository Limited
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Duties of IRDA
6) Promoting and Regulating Professional Organizations Connected with 
the Insurance and Reinsurance Business

Indian Institute of Insurance Surveyors and Loss Assessors (IIISLA)

Insurance Brokers Association of India (IBAI)

Insurance Information Bureau of India (IIB)

Institute of Insurance and Risk Management (IIRM)

7) Levying Fees and Other Charges for Carrying Out the Purposes of the 
Act

8) Calling Information from, Undertaking Inspection of, Conducting 
Enquiries and Investigations Including Audit of the Insurers, 
Intermediaries, Insurance Intermediaries and Other Organizations 
Connected with the Insurance Business
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Duties of IRDA
9) Control and Regulation of Rates, Advantages, Terms and Conditions 
that may be offered by Insurers in respect of General Insurance Business 
not so Controlled and Regulated by the Tariff Advisory Committee under 
Section 64U of the Insurance Act, 1938 (4 of 1938) 

10) Specifying the Form and Manner in which Books of Accounts shall be 
Maintained and Statements of Accounts shall be Rendered by Insurers 
and Other Insurance Intermediaries.

11)Regulating Investment of Funds by Insurance Companies

IRDAI (Investment) Regulations, 2016 read along with Master Circular and 
guidelines 
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Investment of Insurers
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Duties of IRDA
12) Regulating Maintenance of Margin of Solvency

13) Adjudication of Disputes between Insurers and Intermediaries or 
Insurance Intermediaries

14) Specifying the Percentage of Life Insurance Business and General 
Insurance Business to be Undertaken by the Insurers in the Rural and 
Social Sector
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Solvency

Every insurer is required to maintain a Required Solvency Margin as per 
Section 64VA of the Insurance Act, 1938. Every insurer shall maintain 
an excess of the value of assets over the amount of liabilities of not 
less than amount prescribed by the IRDAI, which is referred to as a 
Required Solvency Margin. The IRDAI (Assets, Liabilities and Solvency 
Margin of Life Insurance Business) Regulations, 2016, IRDAI (Assets, 
Liabilities and Solvency Margin of General Insurance Business) 
Regulations, 2016 and the IRDAI (Actuarial Report and Abstract for Life 
Insurance Business) Regulations, 2016 describe in detail the method 
of computation of the Required Solvency Margin
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Protecting Interest of Policy 
Holders

Key Role of IRDA

(c) atmaram cheruvu 29
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Customer Complaints
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Commission Expenses

31



32 © 2022 Copyrights reserved by Mad Over Insurance

Benefits Paid
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Death Claims
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Grievance Redressal 

Grievance Redressal procedure is prescribed in protection of 
policyholders' interests Regulations, 2017 in terms of which IRDAI 
mandated all insurers to have in place a grievance redressal policy, 
designate a Grievance Redressal officer at the Head Office/Corporate 
officee/Principal Office and also a Grievance Redressal Officer at every 
other office. The Regulations also prescribe insurers to constitute a 
policyholder protection committee in accordance with the corporate 
governance guidelines for receiving and analysing reports relating to 
grievances and their redressal.
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Ombudsman

In order to provide an expeditious and inexpensive forum for 
adjudication of matters relating to claims in respect of personal lines of 
insurance upto a certain limit, Government introduced a system of 
Ombudsman in the insurance sector with effect from November 11, 
1998. Currently there are 17 insurance ombudsmen in the country who 
are allotted to different geographical areas as their areas of 
jurisdiction.
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Death Claims Due to Covid
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