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• Declarations – name, age, premium amount, issue date

• Definitions – Insurer & insured

• Insuring agreement – Open-perils policy

• Exclusions – Suicide & killed by beneficiary

• Miscellaneous provisions

Basic Parts of a Life Insurance Contract



Life product provisions

• Life insurance contractual provisions
• Dividend options
• Non-forfeiture options
• Settlement options
• Additional life insurance benefits



Case application

Source: RM Case application p.268



Life Insurance Contractual Provisions

• Under the ownership clause, the policyowner 
possesses all contractual rights in the policy while 
the insured is living

• Name beneficiaries
• Surrender the policy for its cash value
• Designate a new owner by filing an appropriate form



Life Insurance Contractual Provisions

• The entire-contract clause states that the life 
insurance policy and attached application 
constitute the entire contract between the parties

• Prevent the insurer from making amendments 
without the policyholder’s knowledge

• Protect the beneficiary in case the insurer tries to 
deny a claim



Life Insurance Contractual Provisions

• The incontestable clause states that the insurer 
cannot contest the policy after it has been in force 2 
years during the insured’s lifetime

• Protect the beneficiary if the insurer tries to deny 
payment of the claim years after the policy was first 
issued 

• The insurer can contest a claim after the 
incontestable period in limited circumstances



Life Insurance Contractual Provisions

• The suicide clause states that if the insured 
commits suicide within 2 years after the policy is 
issued, the face amount of insurance will not be 
paid; there is only a refund of the premiums paid

• A life insurance policy contains a grace period
during which the policyholder has a period of 31 
days to pay an overdue premium



Life Insurance Contractual Provisions

• The reinstatement provision permits the owner to 
reinstate a lapsed policy

• To reinstate a lapsed policy, some requirements 
must be met

• Disadvantages of reinstatement
• Substantial cash outlay
• It may be less costly to buy a new policy
• The new policy may provide greater flexibility



Life Insurance Contractual Provisions

• Under the misstatement of age or sex clause, if the 
insured’s age or sex is misstated, the amount 
payable is the amount that the premiums paid 
would have purchased at the correct age and sex



Life Insurance Contractual Provisions

• A policy loan provision allows the policyowner to 
borrow the cash value 

• The policyowner must pay interest on the loan
• A policy could lapse if the policyowner does not repay a 

loan and the total indebtedness exceeds the available 
cash value

• Under the automatic premium loan provision, an 
overdue premium is automatically borrowed from 
the cash value after the grace period expires



Life Insurance Contractual Provisions

• A change-of-plan provision allows policyowners to 
exchange their present policies for different 
contracts

• Life insurance contract exclusions
• Suicide excluded for 2 years
• Insurers might insert a war clause to exclude payment if 

the insured dies as a direct result of war
• Some policies contain aviation exclusions

• Mode of payment - Premiums can be paid annually, 
semiannually, quarterly, or monthly



Dividend Options

• If a policy pays dividends it is a participating policy
• Otherwise it is a nonparticipating policy

• Dividends come from 3 main sources:



Dividend Options

• Policyowners have several ways to take dividends:
• Take the cash
• Reduce the next premium coming due
• Let the dividends accumulate at interest and 

withdraw later
• The dividend is used to purchase other insurance 

products



Nonforfeiture Options

• The payment to a withdrawing policyowner is 
known as a nonforfeiture value or cash surrender 
value (เงินค่าเวนคืนกรมธรรม์ประกนัภยั)

• A policyowner has a right to the policy’s accumulated 
cash value

• Policyowners have 3 nonforfeiture options:
• Cash value (มลูค่าเงินสด)

• Reduced paid-up insurance (กรมธรรม์ใช้เงินสําเร็จ)

• Extended term insurance (กรมธรรม์ขยายเวลา)



Nonforfeiture Options

• Cash value
• Can be used if the insured no longer needs life insurance

• Reduced paid-up insurance
• Life insurance is still needed but the policyholder does 

not want to pay premiums anymore
• Face amount of insurance is reduced but protection 

years remain the same

• Extended term insurance
• Life insurance is still needed
• Face amount of insurance remains the same but 

protection years are reduced



Table of Guaranteed Values*

$100,000 Ordinary Type Policy, Male Age 37

Source: RM Exhibit 12.1



Settlement Options

• The policyowner can choose among several options 
for paying the policy proceeds

• Or, the beneficiary may be granted the choice

• The most common options include:
• Cash (รับเป็นเงินสดครั Êงเดียว)

• Interest option (ฝากไว้กบับริษัทและรับเฉพาะดอกเบี Êย)

• Fixed-period option (รับเป็นเงินรายงวดโดยกําหนดจํานวนงวดทีÉจะรับคงทีÉ)

• Fixed-amount option (รับเป็นเงินรายงวดโดยกําหนดจํานวนเงินทีÉจะรับคงทีÉ)

• Life income option (รับเป็นเงินได้ประจําตามการทรงชีพ)



Additional Life Insurance Benefits

Other benefits can be added to a life insurance policy (for 
an additional premium) including:

• Waiver-of-premium (WP) provision - if the insured 
becomes totally disabled, all premiums coming due 
during the period of disability are waived

• Guaranteed purchase option - permits the policyowner 
to purchase additional amounts of life insurance at 
specified times in the future without evidence of 
insurability



Additional Life Insurance Benefits

• Accidental death benefit rider - doubles the face 
amount of life insurance if death occurs as a result of 
an accident

• Accelerated death benefits rider - allows insureds who 
are terminally ill to collect part or all of their life 
insurance benefits before they die 


