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CRM Department, Central Office. 5th Floor (Link), “Yogakshema”, Jeevan Bima Marg, P.O.Box No.19953, Mumbai – 400 021. Tel : 66598353, Fax : 22825829



E-mail : [email protected] __________________________________________________________________________________



Ref: CO/CRM/915/23



August 21, 2013



The Zonal Managers, All Sr/Divisional Managers, Management Development Centre, Audit & Inspection. Re: Clarifications in respect of Revival, SB claim and Death claim settlement under LIC’s Bima Gold plan No-174 and LIC’s New Bima Gold plan No-179 With reference to LIC’s Bima Gold plan No-174 and LIC’s New Bima Gold plan No-179, we have received references from offices in respect of 1) Revival of policy under SBcum-revival method 2) Requirements for revival of policy under auto cover period 3) Recovery of outstanding premiums in settlement of survival benefit claims 4) Recovery of premiums to complete policy anniversary in respect of death claims. We have referred the matter to Actuarial Dept and we have received following clarifications:A) Payment of survival benefit claim with deduction of o/s premiums  1. If premiums falling due during 6 months immediately preceding the due date of survival benefit remained unpaid, claim is payable after deduction of such unpaid premiums with interest thereon provided survival benefit amount is more than the unpaid premiums with interest. 2. If survival benefit claim falls during auto cover period and premiums under the policy are outstanding for more than 6 months as on due date of survival benefit, then SB claim should be paid after deduction of unpaid premiums with interest thereon till the due date of the survival benefit, provided survival benefit amount is more than unpaid premiums with interest. No need to call for any revival/ health requirements or SB discharge form/ policy requirements as per rule. Example:- DOC- 7/5/2008, plan and term- 179-20, sum assured- 5,00,000, Mode- ECS/ Monthly, FUP- 12/2010, due date of 1st SB claim instalment7/5/2012, Amount of SB instalment- Rs. 50,000 ( SB within Auto cover) • Under above policy, auto cover is available for the period from 7/12/2010 to 6/12/2012. • 1st SB instalment is due on 7/5/2012 which is in auto cover period. • Hence SB claim due 5/2012 should be settled after deducting the outstanding premiums from 7/12/2010 to 7/4/2012 with interest. Example:- DOC- 7/5/2008, plan and term- 179-20, sum assured- 5,00,000, Mode- Quarterly, FUP- 5/2010, due date of 1st SB claim instalment7/5/2012, Amount of SB instalment- Rs. 50,000( SB after auto cover)
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• • • •



Under above policy, auto cover is available for the period from 7/5/2010 to 6/5/2012. 1st SB instalment is due on 7/5/2012 which is after expiry of auto cover period. Hence SB claim due 5/2012 should not be settled by deducting the outstanding premiums from 7/5/2010 to 7/2/2012 with interest. If policyholder applies for SB-cum-revival on and after 7/5/2012, then same will be allowed with revival requirements.



3. Under SSS mode of policies, the above premium position should be ascertained after taking into account the gaps / defaults under the policy. For this purpose calculated FUP should be taken into account. 4. Till the SDC makes the provision for auto-deduction of outstanding premiums under eligible cases, Branches are requested to refer the SB claim list under lapsed policies and settle the SB claims as per above rules after deduction of outstanding premiums with interest thereon. 5. Policies which are already extracted as ‘SB payable under lapsed policies’ where unpaid premiums are more than 6 months prior to due date of survival benefit claim and still auto cover is available under the policy, Branches may reopen the cases and settle SB claim accordingly. 6. All other conditions for settlement of survival benefit claim will remain unaltered. B)



Revival of policy  1. As per plan condition, if at least 2 full year’s premiums have been paid and any subsequent premium is not paid under the policy, full death cover shall continue to be available for a period of 2 years from the date of first unpaid premium ( FUP). This period of 2 years from FUP is termed as Auto-cover period. 2. During this auto cover period, policy can be revived without calling any revival requirements subject to payment of arrears of premium/s with interest. 3. After auto cover period, policy can also be revived by paying full arrears of premiums with interest and with revival/ health requirements. 4. After Auto cover period, if policyholder asks for revival under SB-cum-Revival, then same may be allowed only on submission of health and claim requirements subject to acceptance of revival of the policy by the corporation. If the amount of survival benefit is not sufficient to cover the arrears of premium with interest, then policyholder will be required to pay the balance amount of revival at cash counter.



C) Recovery of premiums in case of Death claim settlement:In terms of our earlier circular no; CO/CRM/709/23 dt. 22/11/2008 , we have given clarifications in respect of recovery of premiums.These clarifications were based on death happening within grace period or within auto cover period. Actuarial Dept has examined the policy conditions and issued the revised instruction in respect of recovery of premiums as follows:1. For death claims arising within 2 years from the date of commencement and during the grace period :- Recovery of all the instalment premiums from date of first unpaid premiums( FUP) till the next policy anniversary following the date of death. 2



Example:- DOC- 7/5/2012, plan and term- 179-20, sum assured- 5,00,000, Mode- Quarterly, Instalment premium Rs. 4475/-,Accident Benefit premium Rs. 125/-, FUP-7/8/2013,Date of death- 15/8/2013 • • •



•



As on date of death, policy has not completed 2 years from date of commencement. Death has taken place within days of grace. Hence, recovery of 3 quarterly instalment premiums from 7/8/2013 to 7/2/2014 amounting Rs. 13425/- should be done from claim amount payable. Claim is payable for Basic sum assured and Accident benefit , if any.



2. For death claims arising on and after 2 years from the date of commencement and during the grace period:- Recovery of all the premiums for Accident benefit only from the date of first unpaid premium ( FUP) till the next policy anniversary following the date of death. The recovery of accident benefit premium should be done irrespective of cause of death. Example:- DOC- 7/5/2010, plan and term- 179-20, sum assured- 5,00,000, Mode- Quarterly, Instalment premium Rs. 4475/-, FUP-7/8/2013, accident benefit premium in instalment Rs. 125/-, Date of death- 15/8/2013 • As on date of death, policy has completed 2 years from date of commencement. • Death has taken place within days of grace. • Hence, recovery of accident benefit premium only for 3 quarterly instalment premium from 7/8/2013 to 7/2/2014 equal to Rs. 375/should be done from claim amount payable. • Claim is payable for Basic sum assured and Accident benefit, if any. 3. For death claims arising during the auto cover period but after expiry of days of grace:- No recovery of the premiums from first unpaid premium ( FUP) till the next policy anniversary following the date of death. Accident benefit is not payable.



4. For death claims arising under In force policy( i.e. before FUP) irrespective of date of death is within or after 2 years from date of commencement: - No recovery of the premiums from first unpaid premium ( FUP) till the next policy anniversary following the date of death. Basic claim and Accident benefit is payable. 5. If death claim is being considered under SSS mode of policies after applying “Ex-gratia claims under SSS policies”, (where there is zero or one terminal default and the total number of defaults/ gaps do not exceed six) then basic sum assured along with accident benefit, if any, is payable subject to recovery of gaps/ defaults prior to date of death.
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Example:- DOC- 7/5/2010, plan and term- 179-20, Sum assured- 5,00,000, Mode- SSS , Instalment premium Rs. 1492/-, FUP- 7/2013, Date of death15/8/2013, gap premium- 7/2010, 8/2010 • Under SSS mode policies due date of premium will be treated as 20th of the day irrespective of actual due date, till the premiums are being received through salary. • In this case, there is 1 terminal default (7/2013) and 2 intermittent gaps. Hence claim can be considered under ‘Ex-gratia claims under SSS policies. • From death claim amount, 3 SSS premiums with interest will be recovered which are due prior to date of death. • Claim can be considered for basic sum assured and accident benefit , if any. 6. If death claims is being considered under SSS mode of polices which cannot be considered under “Ex-gratia claims under SSS policies”, then for ascertaining the auto cover period, premium position should be shifted back to the extent of gaps / defaults. From death claim amount, gap/default premiums occurred before date of death should be recovered with interest as applicable. Example:- DOC- 7/5/2010, plan and term- 179-20, Sum assured- 5,00,000, Mode- SSS , Instalment premium Rs. 1492/-, FUP- 8/2013, Date of death15/8/2013, Gap premium- 7/2010 to 2/2011. Calculated FUP- 12/2012. • In this case, there are 8 intermittent gaps. • After shifting back gaps, calculated FUP will be 12/2012. With this premium position, policy is having auto cover period. • Hence, death claim is admissible for full sum assured subject to recovery of 8 gap premium with interest. • Claim can be considered for basic sum assured only. 7. Above provisions are applicable with immediate effect. Past cases need not be reopened. All offices are requested to take proper note of the above changes and issue proper instructions to all offices under their control.



Executive Director (CRM)
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