
Annualised Premium Equivalent (APE)
The sum of annualised first year regular premiums and 
10% of single premiums and single premium top-ups.

Annuity benefits
A series of payments payable at regular intervals, in return 
of a certain sum paid upfront, under an annuity contract.

Asset-Liability Management (ALM)
The practice of matching the assets of an insurance 
company, with specific reference to the characteristics 
of its liabilities. ALM is critical for the sound financial 
management of the insurance company to meet its  
future cash flow needs and capital requirements.

Assets under Management (AUM)
The total value of Shareholders’ & Policyholders’ 
investments managed by the insurance company.  
AUM includes investments disclosed in the Balance  
sheet under Schedule 8, 8A, 8B & loans in the  
nature of investments included in Schedule 9.

Benefits paid
It reflects the amount paid under insurance contracts 
as per the terms of the contract on maturity, deaths etc.  
It also includes periodical payments made on Survival, 
annuity installments. The payment is net of reinsurer’s 
liability under these contracts.

Certificate of Insurance (COI)
A document issued by the insurance company which 
establishes the existence of insurance coverage under 
specific conditions granted to an individual under  
a Group policy.

Commission ratio
The ratio of Commission to Total gross premium

Conservation ratio
The ratio of renewal premium of the current financial  
year to the total of first year premium and renewal  
premium of the previous financial year. 

Contribution from Shareholders’ Account
The amount transferred from Shareholders’ Account  
to Policyholders’ Account to make good the deficit  
arising in the Par and Non Participating funds as 
per requirement of the Insurance Regulatory and  
Development Authority of India (Preparation of  
Financial Statements and Auditor’s Report of  
Insurance Companies) Regulations, 2002.

Death benefit
The contractual amount as specified in the policy 
documents, which is payable on occurrence of death  
of the life assured.

Embedded Value (EV)
The measure of the consolidated value of shareholders’ 
interest in the life insurance business. It represents  
the present value of shareholders’ interests in the  
earnings distributable from the assets allocated to the 
business after sufficient allowance for the aggregate  
risks in the business

Embedded Value Operating Profit (EVOP)
Embedded Value Operating Profit (“EVOP”) is a measure  
of the increase in the EV during any given period,  
excluding the impact on EV due to external factors like 
changes in economic variables and shareholder-related 
actions like capital injection or dividend pay-outs.

Fair value change account
Unrealised gains/losses (net) on mark to market  
securities pertaining to Shareholders’ and Non-Linked 
Policyholders’ funds, as required by the Insurance 
Regulatory and Development Authority of India 
(Preparation of Financial Statements and Auditor’s  
Report of Insurance Companies) Regulations, 2002.

First year premium
Premium received on regular premium paying contracts 
during the first year of the contract. 

Free-look period
A period of 15 days or 30 days, allowed to a new  
policyholder, from the date of receipt of policy  
documents, to enable him to review the terms and 
conditions of the policy and cancel the policy, if it does  
not meet his requirement.

Funds for discontinued policies
The liability of the discontinued unit linked policies is  
held in this fund till the end of the lock in period of  
five years from the date of policy issue or till the expiry  
of revival period, whichever is later.

Funds for Future Appropriations (FFA)
The FFA for participating business represents the  
surplus which is not allocated to the Policyholders’ or 
Shareholders’ funds as at the Balance Sheet date. The 
FFA for the linked segment represents surplus on the  
lapsed policies unlikely to be revived. This surplus is 
required to be held within the Policyholders’ funds till the 
time policyholders are eligible for revival of their policies.

Glossary of Terms

50-149
Management Review & 
Statutory Reports

150-414
Financial 
Statements

415-425
Embedded Value Results 
and Glossary of Terms

01-49
Corporate 
Overview

Annual Report 2019-20      423



Group business
Insurance contracts that cover defined group of people.

Individual business
Insurance contracts that cover life of an individual.

Interim bonus
The bonus that is paid in the event of a claim(maturity, 
death or surrender) of a participating policy, for the period 
from the last declared bonus date. This is paid to provide 
for the policyholder’s share of bonus from the last  declared 
date till the date eligible for bonus, when the claim is 
payable.

Investment yield
The income earned/received from an investment based 
on the price paid for the investment. Investment yield is 
disclosed as a percentage.

Maturity benefit
The contractual amount, as specified in the policy 
documents, which is payable at the end of the term of 
policy.

Mortality and Morbidity risk
Mortality risk means the fluctuations in the timing, 
frequency and severity of death insured, relative  
to that expected at the time of underwriting (at the 
inception of the contract). Morbidity refers to the  
state of being diseased or unhealthy within a  
population. Morbidity risk means the fluctuations in the 
timing, frequency and severity of health claims, relative  
to that expected at the time of underwriting (at the 
inception of the contract).

Net Asset Value (NAV)
The market value of each unit of a fund. NAV is  
declared on all business days, reflecting the combined 
market value of the investments/securities (as  
reduced by allowable expenses and charges) held by  
a fund on any particular day.

Net worth
Net worth represents the shareholders’ funds and 
is computed as sum of share capital and reserves  
including share premium share application money  
and fair value change account net of debit balance in  
profit and loss account

New Business Margin (NBM)
A measure of profitability computed as the present value 
of future profits on the business sourced in a particular 
period and denoted as a percentage of APE. 

New business premium
New business for the year is the sum total of first year 
premium and single premium accounted during the year.

Non Participating business
Insurance contracts that do not participate in the profits of 
the Company

Operating expense ratio
The ratio of Operating expenses (including shareholders' 
expenses) to Total gross premium

Operating Return on EV
Operating Return on EV is the ratio of EVOP (Embedded 
Value Operating Profit) for any given period to the EV at the 
beginning of that period

Participating business
Insurance contracts that participate in the profits of the 
insurance company, during the term of the contract.

Persistency ratio
The proportion of business retained from the business 
underwritten. The ratio is measured in terms of number of 
policies and premiums underwritten.

Premium less benefits payouts
The difference between total premium and benefits paid 
(gross of reinsurance).

Policy liabilities
The amount held by the insurance company for meeting 
the expected future obligation on existing policies.

Qualifying Recognised Overseas Pension Scheme 
(QROPS)
A pension scheme which is administered outside United 
Kingdom (UK) and is registered with Her Majesty’s  
Revenue & Customs (HMRC). HMRC is UK’s tax authority 
responsible for making money available tofund the UK’s 
public services and for helping families and individuals 
with targeted financial support. QROPS facilitates easy  
and convenient pension fund transfer from the UK.

Reinsurance claims
Claim amount received or receivable by the insurance 
company from a reinsurance company, on occurrence of a 
reinsured event. 

Reinsurance premium ceded
Premium paid or payable by the insurance company  
to a reinsurance company for the risk ceded to the 
reinsurance company.
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Renewal premium
Premium received or receivable on regular premium  
paying contracts in the years subsequent to the first  
year of the contract.

Return on equity
The ratio of profit after tax to average net worth for 
the period (Net worth comprises of Share capital,  
Share premium and Accumulated profits/(losses)). 

Return on invested capital
The ratio of profit after tax to average share capital 
including share premium for the period.

Reversionary bonus
The non guaranteed bonuses added to the sum  
assured of a participating insurance policy on an annual 
basis i.e. at the end of each financial year. Once allocated, 
these bonuses along with the initial sum assured are 
guaranteed to be paid on maturity or on earlier death. 

Rider
The additional benefits that can be added on to basic 
insurance policy for which coverage is provided for with 
payment of additional premium.

Risk reinsured
The proportion of risk underwritten by an insurance 
company which it transfers to a reinsurance company  
for which a stated risk premium would be paid.

Risk retained
The proportion of risk underwritten by an insurance 
company that is retained by an insurance company  
in its own books after ceding a portion of risk to the 
reinsurance company.

Rural sector
Any place as per the latest census which meets the  
following criteria: (i) a population of less than five  
thousand; (ii) a density of population of less than four 
hundred per square kilometer; and more than twenty  
five per cent of the male working population is engaged  
in agricultural pursuits

Single premium
Those contracts that require only a single lump sum 
payment from the policyholder. Single premium include 
top up premium, which refers to additional amounts of 
premium over and above the contractual basic premium 
received during the term of unit linked insurance contract.

Social sector
“Social sector” includes unorganised sector, informal 
sector, economically vulnerable or backward classes  

and other categories of persons, both in rural and  
urban areas.

Solvency ratio
The ratio of Available Solvency Margin (ASM) to the 
Required Solvency Margin (RSM). ASM is defined as the 
available assets in excess of liabilities in the Shareholders’ 
and Policyholders’ funds and RSM is the required  
solvency margin that an insurance company is required  
to hold as per the guidelines prescribed by the IRDAI.

Sum assured
The benefit amount which is guaranteed to become 
payable on a specified event of the life assured as per  
the terms and conditions specified in the policy.

Surrenders
Termination of the policy at the request of the  
policyholder before maturity of the policy.

Total premium
It is sum total of new business (regular + single)  
premium and renewal business premium 

Top-up premium
An additional amount of premium over and above 
the contractual basic premiums charged at the  
commencement of the contract 

Terminal bonus
An additional bonus payable to participating  
policyholders on maturity and may also be payable on 
death or surrender, provided the policies have completed 
the minimum duration at death/surrender.

Transfer to Shareholders’ Account
The amount of surplus transferred from Policyholders’ 
Account to Shareholders’ Account based on the 
recommendation by the Appointed Actuary. 

Unit Linked business
Non Participating insurance contracts that are  
investment cum protection plans that provide returns 
directly linked to the market performance.

Variable business
Universal life products having a policy account value 
on which guaranteed rate and bonus is applicable. 
The product provides guaranteed death benefit plus  
balance of policy account.

Weighted Received Premium (WRP)
The sum of first year premium received during the year 
and 10% of single premiums including top-up premiums.
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