


Insurance Terminology

An Insured is a person who is the buyer of the 
insurance policy. An insured pays premium 

An Insurer is a company who sells the insurance 
policies. Insurer is the one who bears the risk in 

return for consideration which is known as 
premium.



Insurance Terminology

Fiduciary 

A fiduciary is someone who has to put their client’s 
interests ahead of their own interest 

Is a stock broker a fiduciary?



Insurance Terminology

Group Insurance 
covers a defined group of people, for example members of a 

professional association, or a society or employees of an 
organization. Group Insurance may offer life cover, health cover, 

and/or other types of personal insurance.

Franchise Insurance 
A form of insurance in which individual policies are issued to the 

employees of a common employer or the members of an 
association under an arrangement by which the employer or 

association agrees to collect the premium and remit them to the 
insurer.



Insurance Terminology
Gratuity

Gratuity is given by the employer to his/her employee 
for the services rendered by him during the period of 

employment. 

It is usually paid at the time of retirement but it can be 
paid before provided certain conditions are met. A 
person is eligible to receive gratuity only if he has 
completed minimum five years of service with an 

organisation.  



Insurance Terminology

Principle of Contribution for Insurance

The contribution principle of insurance states that 
if a risk is insured by multiple carriers, and one 

carrier has paid out a claim, that carrier is entitled 
to collect proportionate coverage from other 

carriers.



Insurance Terminology

Principle of Mitigation of Loss

Mitigation in law is the principle that a party who has 
suffered loss has to take reasonable action to minimize 

the amount of the loss suffered. 

For example, if it has been recommended that a person has 
physiotherapy treatment to aid their recovery and they fail to 
take out the recommended treatment, then they are at risk of 

failing to mitigate their losses and may not be fully 
compensated for the extent of the injuries suffered.



Insurance Terminology

Insurable Interest 

Insurable interest means that the person opting for insurance must 
have pecuniary interest in the property he is going to get insured 

and will suffer financial loss on the occurrence of the insured event.   
This is one of the essential requirements of any insurance contract.   
Therefore, a person can go for insurance of only those properties 
where he stands to benefit by the safety of the property, and will 

suffer loss, damage, injury if any harm takes place to such property.    



Insurance Terminology
Insurance vs Assurance

Assurance: In contract of assurance the sum assured is bound to be paid 
whether insured suffers a loss or not. It is used when risk is certain and is 

bound to happen. In assurance the compensation is paid whether the 
event happens or not. For example: Life Insurance

. Insurance: In contract of insurance the insured must suffer a damage or 
loss, to claim the compensation. It is used when risk is uncertain, it may 

or may not happen. In insurance the compensation is paid only on 
happening of an event. For example: Fire Insurance, Marine Insurance.



DOUBLE INSURANCE Vs REINSURANCE  

• Double insurance refers to a situation in which the same risk and subject 
matter, is insured more than once. Loss will be shared by all the insurers 

in proportion of  the sum insured

• Reinsurance implies an arrangement, wherein the insurer transfer a part 
of  risk, by insuring it with another insurance company. Loss can be 

claimed from the original insurer, who will claim the same from reinsurer.  



Insurance Terminology

Indemnity

Legal principle that specifies an insured should 
not collect more than the actual cash value of a 

loss but should be restored to approximately the 
same financial position as existed before the loss.



Principle of Subrogation

This transfer of all the rights, and remedies, 
from insured to insurer is called subrogation.

Right of Subrogation finds mention in Section 
79 of the Marine Insurance Act, 1963. 



Insurance Terminology

Principle of Causa Proxima 

means when a loss is caused by more than 
one causes, the proximate or the nearest or 

the closest cause should be taken into 
consideration to decide the liability of the 

insurer.



Insurance Terminology

Term Plan Vs Endowment Plan

A term plan is a pure life insurance policy that offers no-frills life 
cover, an endowment plan, on the other hand, is a combination of 

investment and insurance. In other words, an endowment plan 
allows you to save for future. Term plan offers no such long-term 

saving options.  If you buy a term plan, the beneficiaries will 
receive the guaranteed death benefit only in case of your 

untimely demise. But in case of an endowment plan, you will 
receive the entire corpus that you have built over time, once the 

policy tenure is over.



Insurance Terminology

Accident Benefit 

Provides for payment of an additional benefit 
equal to the sum assured in instalments on 

permanent total disability and waiver of 
subsequent premiums payable under the policy. 



CO-insurance

A provision under which an insured who carries less 
than the stipulated percentage of insurance to value, 
will receive a loss payment that is limited to the same 

ratio which the amount of insurance bears to the 
amount required 

CO insurance is a concept of sharing the health care 
cost between you and your insurer. For example in a 
scheme where the sharing is 80/20, then the insurer 
bears the 80% of the cost and remaining 20% has to 

be borne by you



Deferment Period 

Period between the date of subscription to an 
insurance-cum-pension policy and the time at 

which the first instalment of pension is 
received. 

Such policies generally prescribe a minimum 
and maximum limit on the deferment period.





Depreciation 

A decrease in the value of property over a 
period of time due to wear and tear or 
obsolescence. Depreciation is used to 

determine the actual cash value of property at 
time of loss.



Double/Triple Cover Plans 

These offer to the beneficiaries double/triple the sum 
assured on death of life assured during the term of the 

policy. 

On survival to the date of maturity, the basic sum 
assured is paid to the assured.





Days Of Grace 

Policy holders are expected to pay premium on 
due dates. a period is 15-30 days is allowed as 

grace to make payment of premium; such period is 
days of grace.



‘Sum Assured’ 

It is the term used for an amount that the insurer agrees to 
pay on death of  the insured person or occurrence of  any 

other insured event.



What Is Insurance Coverage? 

Insurance coverage is the amount of risk or 
liability that is covered for an individual or 

entity by way of insurance services.



Convertible Whole Life Policy 

it provides for very low insurance premiums with 
maximum risk cover while the life assured is just 

beginning his working career, and the possibility of 
converting the policy to an "endowment" policy after 

five years of commencement.




