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1. The Various Distribution channels that can be used to sell the product in the market are:
i) Marketing intermediaries - Includes agents and brokers. They sell insurance products, on a face-to-face basis with customers for a commission on each sale.
ii) Direct response - No face-to-face contact is involved, with the customer responding to some type of solicitation directly from the insurer, such as through the mail, television, or telephone.
iii) Financial institutions - Include commercial banks, investment banks, thrifts, credit unions, mutual fund organizations and other insurers sell insurer’s products.


2. 5 causes of lapsation of Life Insurance Policy are:
i) Economic decision making of the policyholder
ii) Economic-social background
iii) Availability of alternative investment options
iv) Policy mismatch [lack of need-based approach]
v) Absence of insurance awareness/consciousness

3. 
A. Yes, the insurance company is right as according to their documents Mr. Harvey did not disclose his high iron levels. The fault is of Mr. Harvey who did not read the application and signed it even though misinformation was there.
B. There is no option left for Mrs. Harvey as a wrong document was being signed and now the insurance company is under no obligation to pay the insured amount.
C. Following are the reaons for denying claims:
i) False Information
ii) Non-payment of premiums
iii) No Nominee Details present
iv) Contestability Period
v) Type of Deaths – Deaths due to natural calamities, terrorist attacts are genrally not covered.
D. Underwriting is the process of consideration of an insurance risk. This includes assessing whether the risk is acceptable and, if so, setting the appropriate premium, together with the terms and conditions of cover. It is done because of the following reasons:
i) It can protect a life insurance company from anti-selection. Being slightly different from the market standards may lead to an accumulation of anti-selection.
ii) The underwriting process will enable a life insurance company to identify lives with a
substandard health risk for whom special terms would need to be quoted.
iii) For the substandard risks, the underwriting process will identify the most suitable approach and level for the special terms to be offered.
iv) Adequate risk classification within the underwriting process will help to ensure that all risks are rated fairly. 

E. Types of Underwriting:
i) Medical Underwriting
ii) Lifestyle Underwriting
iii) Financial Underwriting
iv) Claims Underwriting

4. I) Rate adequacy
To avoid financial problems and insolvency, insurance company rates must be adequate in the light of benefits promised under the company’s insurance products. 
II) Rate equity
Equity means charging premiums commensurate with the expected losses and other costs that insured bring to the insurance pool. The pursuit of equity is one of the goals of underwriting classification and selection of insured.
III) Rates not excessive
Competition discourages excessive pricing.

5. The different type of Premium Payment plans are:

i) Regular Premium Payment
This is the most common and preferred mode of premium payment used by most policyholders. With regular mode, the premium payments for your term life Insurance are made on a periodic basis, at a regular frequency. The premiums for the policy could be paid yearly, monthly, quarterly, or half yearly based on the individual preference of the policyholder. Regular premium payments are popular since they result in the premiums becoming quite affordable. As the process of premium payments is stretched over a long period of time, it avoids placing a heavy, one-time financial strain on the policyholder.
ii) Single Premium Payment
This is one of the less frequently chosen modes of premium payment for life insurance policies. With single premium payments, the policyholder is required to make a one-time complete, upfront payment of premiums, regardless of the duration of his policy. An advantage of the single premium payment mode, however, is that there will be no non-payment of premiums and that the policy will never lapse. 
iii) Limited Premium Payment
Another option of premium payment for your life insurance is the limited premium payment mode. With this option, policyholders can pay the premium for their entire policy in a limited period of time, such as 5 or 10 years. The premiums payments are therefore taken care of within a short time period while the insurance benefits for the same can continue for a long time.

8. Requirements to settle the following:
i) Maturity Claims:
A Discharge Voucher to be sent in advance
Policy Document
Any Deed of Assignment, if the same was executed on a separate Stamp Paper.
ii) Death Claim:
Proof Of Death Certificate
Proof of Title Certificate

10. With the sudden growth in the insurance industry it has become difficult for insurance companies to repudiate claims for every other reasons. Information Technology is helping the insurance companies to manage claims. Many softwares for insurance claims have hit the market. A popular one among them is Claims Management Systems (CMS). It is called Managing, Organizing and Documenting Every Loss (MODEL). This software is developed by Scott Insurance. The highlights are –
i) Automatic completion of state required forms
ii) Internal claims management training
iii) Adjuster-to-adjuster claims planning and oversight
iv) Physician-to-physician medical reviews
v) Organization of all information in one place
vi) Conversation/event documentation
vii) Internal/external claims information communication
viii) Progress tracking
ix) Follow-up for timely return to work, closing or settling claim
Further IT may even easy the claim settlement process by any further steps.

11.  The early years of a policy the premium received by an insurance company surpasses the required amount due to the Level Annual Premium system. Thus, there is collective excess, corresponding to the premiums of all the policies. This excess then constitutes a funds pool, which enables the company to, settle claims and meet deficit during years when the premium is not sufficient. It now becomes essential to determine whether the premium accumulated is on the same lines as the calculated premium. This enables the company in determining its solvency. Thus, the process by which the value of all the existing policies is ascertained is called valuation. It is also called valuation of liabilities of the insurance company. And since the process of valuation is taken up by an ‘actuary’ by applying actuarial principles it is termed as actuarial valuation.

12.  Actuarial Valuation is necessary for an insurance company due to the following reasons:
i) To determine whether the premium accumulated is on the same lines as the calculated premium.
iii) To determine the solvency of the company.

13. Surplus is accumulated when there is a favourable deviation from the projected value with respect to mortality savings, excess interest and loading savings. That is, when the actual experience overshoots the assumptions made during valuation, which are very conservative estimates. In life insurance following are the sources of Surplus:
i) Surplus from investment earnings
ii) Surplus from Mortality
iii) Surplus from Loading
iv) Surplus from surrenders

14.  DIFFERENT METHODS FOR DISTRIBUTION OF DIVISIBLE SURPLUS
i) Contribution Method: This is also called as fair distribution, but is an impractical method of surplus distribution. According to this method distribution is directly based on the contribution of the policies to the surplus accumulated from basic sources like interest, expenses, mortality etc. 
ii) Simple Reversionary Method: In this method the bonus is paid in addition to the sum insured, when the event for which insurance is provided occurs, that is death during the term of the policy, or on maturity of the policy. Therefore it is termed as reversionary. It is a popular method as it allows the insurer to retain the surplus enabling him to earn interests on it. It also gives an incentive to policyholders to maintain their policies.
iii) Compound Reversionary Bonus System: This method is also reversionary as the one discussed above. But the incentives provided to the policyholder by this method are better. In this process the bonus addition of each year is of an increasing nature, and the rate that is given is a percentage of the sum insured and the bonuses added during the maturing years of the policy. 
iv) Bonus in Cash: In this method the bonus announced is paid in the form of cash to the policyholders.
v) Bonus in Reduction of Premium: In this method the bonus is reduced from the premium payable by the policyholders to the company. But after a certain period there will be no premium to reduce from, so the company will have to change its way of distributing surplus
vi) Tontine Bonus: In this process the bonus is distributed after a specific period to the survivors among the policyholders. To avail this kind of bonus, the policyholder should be alive on the date when the bonus is announced. In this method the distribution of divisible surplus is deferred to a future date, and for the first few years of the policy it is not considered eligible to participate in profit sharing
vii) Interim Bonus: In this the bonuses are announced on the basis of valuation of all the policies at the date of valuation. If some policies result in claim (in case of death) or maturity before the next valuation then they are not eligible for that bonus, as by then they will not be part of the company records, but an interim bonus according to the previous valuation is provided.
viii) Guaranteed Bonus: This method is applicable for without profit policies, which are not entitled to surplus of actuarial valuation. In this process there is guaranteed addition of bonus at a fixed rate for every year, to the sum assured, as long as the policy is in force.
ix) Final Additional Bonus: This is an extra bonus paid by the company to policyholders apart from the usual annual bonus. This is generally paid to policies lasting for long durations, and due to the contribution made by these policies to the surplus

15. In life insurance the word ‘surplus’ signifies an estimated profit. This is because the calculation of profit in insurance business is slightly different from other businesses. We all know that normally profit is the excess over the cost price of a product. Thus, in regular businesses, the difference between the cost price and the selling price decides the profit made or loss incurred. But it is not the same in the case of an insurance business. Profit in insurance business is a result of margin kept on the basis adopted for the calculation of premium with regard to mortality, expenses, interest and other factors like surrender and lapse. Profits are also made when the actual earning is more than the projected value at the time of premium calculations.


