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Life insurance can be a valuable tool
for protecting your loved ones.

|t can also provide asset growth, tax advantage and
a supplemental income stream during retirement.

Determine your life insurance needs as part of your overall financial plan, considering
your goals for savings & retirement, as well as tax and estate planning.
As your life changes, your financial goals may change and hence your need for life

insurance, makingitimportant to review your coverage periodically.

Life insurance is a safety net that protects your loved ones
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About this book

Lifeinsuranceis one of the pillars of personal finance, deserving of consideration by every household.

When it comes to buying life insurance to protect your family, you have a lot of choices to make. Everything from
selecting the right amount of coverage, to choosing a reputable life insurance company to buy your policy from, can
make the process feel overwhelming. The good news is that once you get started, you may discover that the process of
buying life insurance really isn't that complicated. We have compiled some relevant information you need to know
before buyingan Insurance plan.

With the proper information, you can simplify the decision-making process and arrive at the right choice for you and
your family.
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INTRODUCTION

Life insurance policy is a“must”for many families. It helps the insured to protect their loved ones who are
financially depending on them. It ensures that the insured family receives the right financial support at the
time if something bad happens to the insured. These days, Life insurance policy with the best maturity
benefit will offer the insured person and their loved ones with financial stability at the end of the tenure of

theplan.




Maturity Benefits on Life Insurance
Life insurance policy with maturity benefits allow H
individuals to get a double advantage from their existing e
policy. Not only does their family to get death benefitsin case
of their untimely absence or permanent disability but also, if
they do live on throughout the term of maturity, there are

additional benefits available, which are much more than

what they stand to gain. Insurer offers a sum assured on

Ay

maturity of the policy. Some insurers offer guaranteed

benefits while some offer benefit that are not assured and depend on the performance of the Insurer.
Generally, policies come with duration of 5, 10, 15, or 20 years and most people survive such

terms.Therefore, instead of going in for simple term life insurance policy where they stand to lose the

premiums paid if they stay alive, it is a good idea to go for policies that provide maturity benefits. But

premiumsare higher than term plan premiums.

Ways to claim maturity benefits from Life Insurance Policy:

In alifeinsurance policy with maturity benefits, the insured will be entitled to claim maturity benefitsif he

or she outlives the term of the policy. The insured is entitled to claim the maturity benefits only when the

policy is in force and all premiums have been paid duly. A maturity claim is one of the simplest claim

procedures with minimal paperwork involved.

* Policydischargeform

Usually, the Policy discharge form would be sent to the insured, one month before the maturity of the

Insurance Policy by the Insurance Companies. A letter would be sent along with the form providing the

instructions regarding the documents that would require with the form.



Required Documents
« The provided Policy Discharge form should be dully filled and signed by the insured along with two

witnesses. Eventually, the below documents would be required along with the form:

Original Policy Document

Copy of Identity Proof and
Address proof

O 3 Bank mandate form with bank

details.

04 A cancelled cheque leaf

* Theduly completed forms and documents should reach the Insurance companies at least 5-7 working

days before the maturity of the Insurance Policy to avail the maturity claim settlement.

«  After all the documents and forms are being verified by the Insurance Company, the maturity claim

amount would be credited directly to the bank account of the insured after the policy maturity date.

Note: Ifin case the insured person dies after the maturity date of the policy, but the policy procedures are
being completed then the maturity amount can be claimed by the legal heirs of the deceased insured

person.



When should you choose Income Benefit?

Life Insurance Policies offer wide choice for the inviduals who would like to protect their future. Some
policies offer a lump sum benefit while some policies offer reqular Income benefit. We have summarized

some of the situations when regularincome would be suitable.

Income Replacement:

Life Insurance is considered to be the best method of income replacement method for the insured
family. In case of any unforeseen situations for the insured, the life insurance acts as a pillar to his/her
family in order to meet the future needs paving way to the family to live a peaceful life with a reqular

income eveninthe absence of theinsured person.

Beneficiary with limited Financial Knowledge:

In case the members in the family of the insured don't have the capability of managing the finance
independently, the insured can plan beforehand accordingly and opt for regular Income benefit.

Beneficiary Has Special Needs:

Ifin case the beneficiary of the insured has some critical ilIness or has any special disabilities; it makes

sense to provide them withalong-term monthly or annual benefit.

Provide aLong-Term Predictable Benefit:

Even when the insured is surviving the policy term, these kinds of policies would provide for a second
source ofincome. The premiums are relatively cheaper than the policies that offer lump sum benefit.



Tax Benefits on Life Insurance:

The Tax Benefit on the premium paid for a life insurance policy is an additional advantage in Life Insurance
policies. Now a days, Life insurance is not only beneficial to provide a financially secure future for the
insured family but also helps to save money through income tax deductions/exemptions. It is very much
necessary to understand all the aspects of tax benefit while claiming them. The following are the list of tax

benefits forthe FY 2019-20 as per the various sections of the Income Tax Act, 1961.

. .
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Section 10(10)Dof the-TAct,1961:
Income received from the Life Insurance Policies are exempted under Section 10(10) D of the Income Tax Act, 1961.
This exemption is available for all types of Life Insurance Policy payouts, without any upper limit and including
bonuses and surrender value too. Under Section 10(10)D of the Income Tax Act, 1961 the amount of sum assured plus
any bonus paid on maturity or surrender of policy or on death of the insured are completely tax free to the receiver

subjectto certain conditions. The following are the cases where the policy proceeds are being taxable:



* The insurance premium paid during any year must not exceed 20% of the sum assured for policies

purchased between 1st April 2003 and 30thApril 2012.If the premium payable in any year exceeds
20% of the actual sum assured, and then the policy proceeds would be taxable in the hands of the
insured. Actual sum assured means the least sum assured in all policy years and does not include the

bonusamount which is received over and above the sumassured.

If the policy is purchased after 30th April 2012, the premium amount should not be more than 10% of
the sum assured. If in case the insured suffers from any disability or disease that are being specified
under the Income Tax Act, 1961 and if the policy was being issued on or after 1* April 2013 then the
premium assured limit would increase from 10% to 15%. This benefit can be availed for those
disability and disease that are being mentioned under Section 80U, 80DDB with rule of 11D of Income

Taxrules.

If the policy premium payable in any year exceeds 10%, 15% or 20% (as mentioned above), then the

whole proceeds would be taxable for the year. If in case of the death of the insured then the policy



2.

proceeds received by his/her nominees would be tax free even if there is an increase in the premium
percentages thatare being mentioned above.

If the life insurance policy that a company purchases on a key executive's life, the company becomes
the beneficiary of the plan and pays the insurance policy premiums. This type of life insurance is also
known as Key man Insurance Policies. These policy proceeds are not tax free under Section 10 (10) D of
the IncomeTaxAct, 1961.

Ifthe maturity benefits of the policy are not being exempted as per the above conditions under Section
10(10)Dof the IncomeTax Act, 1961, then the amount being receivedis subject to TDS (Tax deducted at
source) as per the following rules:

Any policy proceeds received from the insurer for the Life Insurance Policy shall be subjecttoTDS at 1%
provided theinsured is an Indian Resident and they are not being exempted under Section 10(10)D as
per the above provided conditions. Moreover, even in case if the proceeds are being taxable under
Section 10(10)D but do not exceed the value of Rs.1 lakh, then NO TDS would be deducted from the
insurer forthe payment made to the insured.

Note:Itis very muchimportant for the insured to submit their PAN to insurer else the rate of TDS would

be 20% instead of 1%.
Section 80Cofthe|-TAct, 1961:

This is the most important section for deductions for every taxpayer. Under section 80C of the Income Tax

Act, 1961, the life insurance premiums that you pay during any financial year are exempted from your

taxable income up to a maximum of Rs. 1.50 lakhs. Investments that are being made under Section 80CCC

and Section 80CCD would also be clubbed with Section 80C to avail the Tax benefit of Rs. 1.50 lakhs.

Maximum premium benefit that can be availed Section 80Care as follows:



*  Asper Section 80C (3) in case of life insurance policy issued on or before 31st March 2012 if the gross
premium paid in any year exceeds 20% of the actual sum assured, then the deduction (from gross total
income) will be available to the extent of 20% of the actual sum assured (SA) and the premium paid in
excess of this amount cannot be claimed as deduction. If in case the policies are being issued after 1°

April 2012 the proceeds premium limit would be 10%.

* Ifin case the insured suffers from any disability or disease that are being specified under the Income
Tax Act, 1961 and if the policy was being issued on or after 1st April 2013 then the premium assured
limit would increase from 10% to 15%. This benefit can be availed for those disability and disease that

are beingmentioned under Section 80U, 80DDB with rule of 11D of IncomeTax rules.

The Minimum lock-in period from the start of the policy to avail the benefit under Section 80Cis as follows:

Premium Type No. of Years
Single Premium Life Insurance Policy 2 Years
Unit Linked Insurance Plan 5Years
Other Life Insurance Policy At least 2 years




IMPORTANT NOTES TO BE CONSIDERED:

®
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o The premium that is being paid on behalf of wife/husband, children can be claimed for deductions

under Section 80Cofthe IncomeTax Act, 1961.

* If the payment of premium is being stopped it amount to discontinuation of the policy and no tax

benefits are available inrespect of such policy.

Diseases that are being listed under section Disabilities that are being listed under Section
80DDB: 80U:

* Ataxia. * Blindness

 Dementia. * Lowvision

e Aphasia * Leprosy-cured

*  Dystonia musculorum deformans. + Hearing impairment

* Hemiballismus. * Locomotors disability

« Parkinson’s disease.  Mental retardation

* (horea.  Mentalillness

* Motorneuron disease.



Smartest ways to save the premium cost
while purchase of Life Insurance

V

INSURANCE

Life insurance is undoubtedly one of the best possible ways to secure the future of our loved ones. As it
involves our family, we must be smart enough to make thisimportant decision of our life and also consider
numerous factors to save on premium costs. To help us better, here are some important tips to keep in mind
when buying a life insurance cover. These tips, can certainly help in making a correct decision and arrive at
theright choice.

Insurance atan Early Age

One of the key benefits of purchasing life cover at an early age is that you get the desired policy at lower
premium. It is advisable to buy life insurance coverage when you are young and relatively healthier
compared to when you will be older and more prone to medical issues. As you grow older, the premium
amount also starts increasing because the premium amount is entirely based on the probability of the

policyholder makinga claimin the near future.
Paying Premium Annually
Theinsurer allows them to pay premium ina number of ways including monthly, quarterly, half-yearly and

annually. Annual premium offers a rebate / discount when compared to monthly premium. Hence it is

10



advisable to goin for arecurring deposit which earns some return and also save cost of Insurance by opting
for Annual mode.

Choosing theright policy

While buying a lifeinsurance policy, do make sure that the policy termisideal. Forexample, ifapersonisa
salaried person and has an earning capacity till 60 years of age, it is advisable to take a cover till the age of
60so thatthey can meetall their liabilities easily.

Healthy Lifestyle

In life insurance, the premium of your policy majorly depends on your health condition. Most insurers
these days give utmost attention to the medical history of the policy seeker while finalizing on a life

insurance cover. While planning to buy a life insurance policy, itis advised to make an effort to lower the
Compare Plans before Buying a Life Insurance

Itis very much necessary to compare between the plans before buying Life Insurance. There are quite some
chances that the policy recommended to the person who won't be sufficient to cover all their financial
needs. In order to get the most out of their life insurance cover, it is advised to compare all the available
options on the basis of offered benefits, prices, tenure and claim settlement ratio. After proper comparison,
choose the one whichis available at affordable premium yet provides adequate coverage. mortality risk by

following a healthy lifestyle tosignificantly reduce the premium amount.

Insurance at an early
age

Compare Plans
before buying a Life
Insurance

= Paying
Premium
ﬁ Annually

Choose Right
Policy

Healthy
Lifestyle
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Should you choose a Life Insurance policy without Medical Test?

There are some Life Insurance policies that do not require the insured person to take a medical exam before
approval to buy the policy. Many people have a fear of doctors and others are afraid they'll be rejected
because of a pre-existing condition.

It'sthe job of the insurance company to qualify therisk to insure you without a medical exam. You will need
to disclose any condition you have on the medical questionnaires. All the information the insurance
companies gather helps to determine how risky you are as a policy holder. Once you fill out your application
with them, the insurance company determines not only your insurability, but also how much they'll charge
you for your policy. The cost of no exam life insurance is normally higher than medically underwritten
policies, because without your health information, companies have to make an educated guess about your
life expectancy.

Itisimportant thata true and fair disclosure on health to be made.

12



Life Insurance mistakes to avoid

Many people make the mistake of simply going with the first quote

Choosing the

that they get when taking out insurance, as this is more likely to result
first quote inspending overthe odds on coverage.

- Many people have fallen as victims and not get the paid the benefits they

Thmkmg that require. One of the reasons why their claims are rejected is because of the basis
po|icy will cover of the claim that does not match the features of the policy or it has been
excluded. Failing to check the features and exclusions on the insurance plan that

all events is chosen can have a devastating effect.

Some people try to get around the cost of coverage by taking out less coverage
to reduce premiums. However, this could leave them or their loved ones
financially highand dry in the event of a claim, as the coverage they have taken
outmay not be sufficient to cover the necessary financial commitments.

Picking a policy
More importantly, people often choose a policy with a stepped premium that
looks affordableinitially, butis set torisein the future.

purely on its price
right now
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Life Insurance mistakes to avoid

Doesn't fit the
budget

Choosing the
wrong form of
life insurance

Not reviewing
your policy as personal

circumstances change

Going in blind

and uninformed

Some people don't consider how much life insurance will cost in relation to
their budget. This can leave policy holders unable to make payments and
ultimately lose the premiums they have paid.

There are so many different types of insurance plans these days it is little
wonder thatsomany people get confused. Itis better to understand the goals
and requirements before taking out coverage and then choose the most
suitable planand type of coverage.

Aot of people take out various forms of insurance and then forget all about
them, confident in the knowledge that they have coverage in place. However,
thisis not always enough, as circumstances and therefore needs may change,
which in turn means that relevant changes may need to be made to insurance
accordingly.

Not all of us have the knowledge, experience or confidence to know exactly
what is going to be best for us in terms of insurance. However, many people
who are uncertain about their insurance needs and choices still go ahead and
signup towhat they hope will be the right plan. This can be a costly mistake.

14



Always review your
existing policies and
keep it current

on't forget to know
— about the exclusions
- - on your policy

Know what you Don't sacrifice your
want to be covered level of cover for -
for better premiums
- L ) Stick to your
budget

Price sometimes
equates to quality

Always check the
features,benefits
and extra options

Get multiple
quotes

Simple rules to follow when you buy a
Life Insurance Policy

15
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How much life insurance do |
need?

Generally the amount of protection you need is a combination of what it would

cost to help your surviving family members and dependents meet their current

needs (like taxes, food, clothing, utilities, mortgage payments, etc.) plus future
obligations (like college and retirement funding) — minus the resources that
your surviving family members could draw upon to meet those obligations

(spouse's income, savings and investments, other income producing assets, and

any life insurance you might already own).
You may also want insurance for wealth accumulation or distribution purposes
during your lifetime.

17







| already have life insurance with my
employer. Is that enough?

For most people, no. First, employer-based policies often don't
provide enough coverage to replace your income for very long.
Second, employer-based policies typically end soon after you leave
the job. This means if you quit your job or get laid off or fired, your
family could find themselves without coverage when they need it.

19




What should | look for in an insurance
company?

In addition to being financially secure, the life insurance
company you choose should have a good claims payment
historyand good customer service.

20






Premium per day for Rs.1 Cr Term Insurance costs
less than a litre of packaged drinking water.
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