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Thepremiumhadbeenpaid to theagent
wellbefore the fatal accident.ForHarshad
JShah’swidow, thatwas reasonenoughto
expect the insurer tohonourherclaims.
The insurerdisagreed.Themoneyhad
not reached iton time,andthepolicies
had lapsed, it contended.

The dispute, which went all the way
to the Supreme Court, holds a lesson
for policyholders who leave renewal
payments to their agents. Handing
over themoneymay feel like the job is
done. But if the agent does not deposit
it, the policyholder
could lose cover.

Dependencehas
consequences
Agentscommonly
collect renewal
premiumsaspartof
their service.Customers
oftenseethisas the
agent’sduty.Afterall,
theagentearnsacommissionwhenthe
policy is renewed. Itmayseemalegitimate
expectation,but it leavesacrucial
questionunanswered:Whobears the loss
if thepremiumneverreaches the insurer?

Anagentmaysimply forget todeposit
themoneyorbecomecaughtup ina
personalproblem. Inrare instances, an
agentmaycolludewith the insurer to
deliberately letapolicy lapsewhenahigh
claimsratiomakes it economically
unviable.Whatever the reasonfor the
lapse, thepolicyholder suffers.

Courtshavedeliveredconflicting
judgmentsonwhetheran insurermust
renewapolicywhen itsagenthas
collected thepremium.Thiscrucial issue
hasbeenput to restby theSupremeCourt
inHarshadJShahandAnrvLife
InsuranceCorporationofIndia(LIC).

Shahhadtakenfourpoliciesof
~25,000eachfromLIC,withpremiums

payablehalf-yearly.One instalmentdid
not reachthe insurerby theduedate.
Shahsubsequentlydied inanaccident.
Hiswidow, thenomineeunder the
policies, lodgedclaims.LICrepudiated
themonthegroundthat thepolicieshad
lapsedonaccountofnon-paymentof the
premiumontime.

Shah’swidowapproachedthe
MaharashtraStateConsumerDisputes
RedressalCommission (Maharashtra
StateCommission)withaconsumer
complaint. Shecontendedthat theclaim
should besettled,as thepremiumhad
beenpaid to theagentmuchbeforeher
husband’s fatal accident.LIC’sdefence
turnedontheagent’s authority. Its agents,
it argued,arenotauthorised tocollect
premiumson itsbehalf.Payinganagent
thereforedoesnotamount topaying the
insurer.Thedisputeultimately reached
theSupremeCourt.

TheapexcourtexaminedtheLife
InsuranceCorporationof India (Agents)
Regulations, 1972.Regulation8(4), it
noted,barsanagent fromcollecting

moneyoracceptingany
riskonbehalfof the
insurer.The letterof
engagement issued
toanagentorbroker
also incorporates
this condition.

The court held that
an agent hadneither
express nor implied
authority to receive

premiumson the insurer’s behalf. It
upheld the repudiation of the claims and
concluded that LICwasnot liable to
settle them.

Ensurepaymentreaches insurer
Thepractical lesson is straightforward.
Payrenewalpremiumsdirectly to the
insurerandensure themoneyreaches it
on time.Youcanpayonlineor senda
chequebyregisteredpostor speedpost.

If youuseacheque,whatmatters is
whenthe insurer receives it, regardlessof
when itpresentsorencashes it.Acheque
thatarrivesbefore thepolicyexpiresand
is subsequentlyencashedmaintains the
continuityof thepolicy.Handingover the
renewalpayment toanagentcould leave
youwithout theprotectionyouthought
youhadpaid for.
vvvvvvvvvvvvvvvvvvvvvvvv
Thewriter is a consumeractivist

Don’t risk renewal by
handing cheque to agent

the supreme court held
that an agent had neither
express nor implied
authority to receive
premiums on the insurer’s
behalf, and hence upheld
the repudiation of claims
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Unlimitedhealth insuranceplans:
Check their limits in thefineprint
Sub-limits and co-payments could lead to out-of-pocket expenses

sanjay kumar singh&
karthik jerome

Bibhash Surya, a 48-year-old
real estate agent in Noida, is
considering an unlimited
health cover forhis family.Be-
fore he commits to the large
premium levied by these
plans, he wants to know
whether theywillmake a pay-
out, especially in the case of a
large claim.

ManipalCigna’s recent
launch of Infinix adds to the
list of plans offering an unli-
mited sum insured. Buyers
need to look beyond
the coverage amount and
check what expenses qualify
for payout.

Whatunlimitedmeans?
With these plans, customers
no longer run the risk of run-
ning out of coverage. “Plans
offering anunlimited sum in-
sured allow any number of
claims without exhausting
the cover,” says Rohan Goel,
business head of health in-
surance, Policybazaar. Some
plans, however, allow only
one or two claims of unli-
mited amounts.

Safeguardagainst
mountingbills
A serious illness can test
whether the cover chosen
years earlier is adequate.
Planswith anunlimited cover
eliminates that concern.
“They provide a financial
cushion during serious ill-
nesses, organ transplants,
major surgeries and pro-
longed intensive care stays,”
says Vineet Gupta, head –
product development, Mani-
palCignaHealth Insurance.

Sometimes, bills arrive in
stages, through repeated hos-
pitalisations for one person or
claims by several family
members. With unlimited an

cover, patientsneednotworry
about running short of cover-
age. Compromises can be
avoided. “Treatment options
are not influenced by how
much of the sum insured re-
mains,” says Nimish Agrawal,
director digital business unit
and chief marketing oicer,
Niva BupaHealth Insurance.

Medical inflation, esti-
mated at about 14 per cent in
India, can render a fixed sum
insured inadequate over time.
“An unlimited base cover re-
moves the need to period-
ically select ahighermonetary
limit,” says Agrawal.

Different fromrestore
A buyer may wonder
whether afixed sum in-
sured policy with the
restore feature can
offer similar protec-
tion. “An individual
claim remains capped
at the base sum in-
sured, even
when res-
torations
are unli-

mited,” says Gupta.
Consider a policyholder

witha~10 lakhbasecoverwho
faces a ~15 lakh claim.Despite
the restore feature, the policy
paysonly~10 lakh, leaving the
policyholder to shell out the
remaining ~5 lakh. An unli-
mited cover plan pays the en-
tire ~15 lakh.

Some policies allow the
restored amount to be used
only for an unrelated illness
or for another insured family
member.

Fineprintmatters
An unlimited cover does not
pay for every expense associ-

ated with an illness. “Cus-
tomers should notmistake an
unlimited cover for uncondi-
tional coverage,” says Arun
Ramamurthy, co-founder,
Staywell.Health. Exclusions,
waiting periods, room rent re-
strictions, and non-payable
expenses (say, for consum-
ables)may still apply. Co-pay-
ments and deductibles
(especially for larger payouts)
can increase customers’ out-
of-pocket expenses.

Lookbeyond today’s
premium
Unlimited cover plans carry a
high cost. “They have a pre-
mium similar to, or slightly
higher than, that of a plan
with a base sum insured of ₹1
crore,” says Goel.

For Surya, the question is
also what the policy will cost
as he ages. Premiums are sub-
stantially higher for older
buyers. “Currently, an unli-
mited plan for a 35-year-old
individual living inDelhi costs
around ~12,000 to ~15,000.
For a65-year-old, the cost goes
up to ~55,000 to ~60,000,”
says Goel.

Today’s prices, however,
do not indicate how they
will escalate in the future.
These plans have limited
claims experience. Future
claims could exceed in-
surers’ estimates. There
is always a chance that
insurers may make steeper-
than-expected revisions
based on claims experience,
medical inflation and age.
“Uncertainty about long-
term affordability is
a risk in these plans,” says
Ramamurthy.

Whoneeds them?
Unlimited cover plansmay be
worth considering for buyers
seeking long-term financial
security against medical ex-

penses, or those with larger
families. “They suit individ-
uals and families prioritising
comprehensive financial pro-
tection against high or unpre-
dictable hospitalisation
expenses,” says Agrawal.

Goel adds that those plan-
ning to buy a ~1 crore cover
may pay an additional 1 to 2
per cent for an unlimited
cover. For a younger, healthy
individual living in a metro, a
~10–15 lakh covermay suice.

Readpolicywording
Before choosing a plan, read
the policy wording to see
what it covers and excludes.
Check room rent eligibility,
co-payments and deduct-
ibles. Within some plans,
the variant determines the
room category available, so
look out for room rent sub-
limits. Some policies may
have a waiting period of up
to three years for pre-exist-
ing diseases. “Customers
may also have to purchase a
rider to cover the cost of
consumables and outpatient
department (OPD) ex-
penses,” says Goel.

Where unlimited cover
applies to only one or two
claims, examine how the in-
surer counts claims. “Clarify
whethermultipleclaimsforthe
sametreatmentcountasoneor
separate claims,” says Kapil
Mehta, cofounder, SecureNow.

Consider alternative route
An unlimited cover is not the
onlyway to prepare for a large
medical bill. Buyers seeking a
more affordable option can
combine a high-cover base
policy with a super top-up.

“For most metro resi-
dents, a ~20 lakh base policy
with a super top-up of up to
~5 crore and a ~20 lakh de-
ductible can bemore cost-ef-
fective,” says Mehta.

What the plans cost
Insurer Plan Year 1

Premium (~)
Niva Bupa Health ReAssure 3.0 Black 11,677
Care Health Ultimate Care Infinity 12,072
Star Health Super Star Freedom 12,276
Aditya Birla Health Activ One Infinity 13,897
ICICI Lombard General Elevate 19,120

Premiums are for a male aged
30 years
Source: Policybazaar

(customers
should not

assume that an
unlimited cover

plan will provide
unconditional-

coverage)
Arun Ramamurthy,

Cofounder,
Staywell.Health
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