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I. INTRODUCTION 
Insurance is a tool used to indemnify a person of his/her loss. It indirectly acts as a safety net 

for the people to perform and take risks without much fear which increases their efficiency 

exponentially. The concept of insurance covers all kinds of losses which can be classified under life 

insurance and general insurance. The life insurance covers any loss of life cases and general insurance 

covers all other kinds of losses. To ensure proper functioning of such an important concept in the 

society, there are principles which govern this field. Principle of utmost good faith, insurable 

interest, proximate cause, subrogation, contribution, loss minimization and indemnity  are  the  

principles  of  insurance.  All  these  principles  are  applicable  for  general insurance whereas principle 

of utmost good faith, proximate cause and insurable interest applies for life insurance because life of 

a person cannot be indemnified with anything apart for the policy amount  taken.  Life  Insurance  

being  a  very subtle  theme  has  a  huge  impact  on  the population and a study on this matter will 

aid not only the people seeking for a cover for their lives but also will help the people providing 

insurance an overview of the industry in the society.  

Life insurance has been of a huge blessing for people around the world at the most difficult of 

times due to loss of life but it is not all that a smooth process in order to get the claim for which they  

have  applied  the  policy.    

There  are  many  cases  to  prove  that  the  claims  have  been repudiated due to the fault of 

the insured and due to the negligence of the insured, there have been wrong decisions taken. To 

understand the reasons behind such occurrences, this study is undertaken which will help us 

understand the decision-making process for the final verdict taken for the policy claim. 

II. REVIEW OF LITERATURE 

   The following paragraph throws some light on reviews made on various literatures pertaining to 

repudiation of claim and its redressal system. The goodness of an insurance company lies in the test of 

how they handle their consumer complaints. These consumer complaints in simple words become 

grievances. Indemnity becomes the bone of contention between the Insured and Insurer (Daniel, 1974). 

When we consider the important factors effecting the attitudes of the people towards life insurance, 

elements such as age, gender, level of education, in short demographics plays a huge role. (al, 2017) The 

life insurance industry being a cover for all the sufferings, they have a grievance cell to address all the 
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grievance and problems faced by the policyholder. This cell works in accordance with all process and 

procedures in solving the issues faced by the policy holder (Grievance redressal mechanism of 

insurance). When it comes to the life insurance, the grievance mostly occur due to the changing in the 

terms and conditions by one party, after the policy is being issued or repudiation of the claim due to the 

non-disclosure of the material facts (2012) If the insured is unhappy with the response that is provided 

by the insurer he can immediately address the grievance cell (Economic Times, 2015). This is one major 

step taken by the insurance company to maintain the efficiency and effectiveness of their work. This 

also in turn acts as the step taken by them for the consumer satisfaction. The grievance cell completely 

acts in concern with the insured and has no right to place any kind of orders. It acts as the protection of 

the policyholder’s interests  (2012)  A  grievance  affects  not  just  the  purchasing  decision  but  also  

affects  the company's decisions. Each time the insured wins a case against insurer the insured starts 

again working on the exclusions. Thus, reassessing the risk is he wishes to take (Yeo, 2014) Proper 

Analysis of grievances and thorough grievance management has lots of implications. Retaining an 

existing customer also depends on this. Renewal of the existing policies can indicate whether the 

consumers have growing trust in their insurer. Some of the factors that influence the retention rate is 

information about the insurance product and the functioning of the scheme, and poor understanding of 

the insuranceconcept (Plateu, 2013). CSD1  is an instrument used to evaluate the goodness of the 

insurer in settling the claims. 

The higher ratio would specify the insurer meeting his contractual obligation. the data from IRDA 

annual report for 2015-16 found that LIC had the highest number  of claims settled but it their 

average size of claim settlement was relatively low. The study also found that majority of the 

insurers have a higher claim size than the claim accepted size (Raghaw, 2017) Life insurance is a 

business which involves settling of claims.  With  accelerated  growth  in  the  insurance,  number  of  

claims  related  to  early death amounted to 30%. High rate of repudiation erodes the faith in the 

insurer. The regulator realized the importance of having high rate of number of policies settled and the 

benefit amount paid.  

The annual report published by IRDAI2 states that the insurance industry on an average has 

settled 89.4% in 2015 and 93.4% in 2017 (Secure Now, 2018) The improvement in the rate is 

due upgrading to in the underwriting checks. Many life insurance companies portray themselves with 

transparent claim settlement with fast processing system. But the possibility of rejection of the claims 

bound increase. The error for repudiation of the claim would be sometimes by the insurer but mostly 

due to the ignorance of the insured. This risk makes it important for the insured to be aware of the 

reasons for rejection of the claims. The most common reason for the non-payment of the claim is not 

giving the right information or suppression of the material fact. Lapse of the policy due to non- 

payment of premium, not appointing a nominee or failure to update the details of the nominee, 

avoiding medical tests which would lead to repudiation of claim on the basis pre-existing claim, 

exclusion or omission such as suicide drug overdose, death by accident under  intoxication  are  

other  major  reasons  for  claim  to  be  rejected.  Customers of life insurance want the 

fundamental policy and not the fanciness of the same. In order to justify the final  decision  of  the of  

the insurer  the  Insurance companies  must  take efforts  to  train  the employees and agents. In that 

way, the customer would not find themselves stuck with an unsuitable life insurance policy, which 

happens to be very common in these days Through this we realize that there should be accurate 

proofs and decisions both from the side of the insured and the insurer but often there arises a case 

where the court cannot make a decision in favor of any one of the parties. LIC3  of India Vs Mani 

Ram is a famous case which has left the court hanging in taking the decision in any party’s favor. 

This case is a strong reason to research on who is usually at fault, insured or insurer and thus this 

research act as an aid for future studies. 
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2.1 Research Gap 

       Although there is research done on grievance system to settle the claim of the insured, the 

nature of grievances, the relationship between the size of claim and repudiation of claim, only 

limited articles are available on common reasons why claim is wrongfully repudiated by the 

insurer and why it is repudiated with valid reasons. This research is a sincere effort to 

throw light on common reasons why insurer repudiates the claim with justification and 

purposively. 

2.2 Statement of problem 

            The settlement of claim is the bone of contention for most of the insureds. There are 

various instances where the reasons for repudiating the claim are invalid. The grievance of an 

insured arises due to lack of awareness about the terms of the policy and the reasons for 

rejection. High net worth individuals knock the door of the courts for settlement of the claims. 

Whereas middle income  and  micro  business  owners  approach  the  ombudsman  and  the  

consumer  forum  for settling the issue. With number of cases resolved in the ombudsman 

increasing, the percentage of repudiation of claim also increased. The major query to be answered 

here is which are the grey areas of the policy that the insured fails to understand and a faces 

repudiation. The rationale of our study would be to study real cases and identify the most 

common reasons the insurer cites to repudiate a valid claim. 

Conceptual Framework 

 

 
2.3 Objectives 

1. To identify reasons for wrongful repudiation of claims by insurers. 

2. To recognize reasons for dismissal of claims. 

3. Grievance- Dissatisfaction due to lack of action by the insurer. 

4. Repudiation- Refusal or rejection of settlement of the claim. 

5. Dismissal- valid repudiation 

6. Insurer or insurance company- Refers to life insurer or life insurance company. 

7. Case- Refers to the death claim cases registered with ombudsman in India. 
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8. Ombudsman- Quasi- judicial body for settling the claim outside the court system 

  The cases analysed involves those of death claim for the year 2017-18 and only cases from  the 

Ombudsman are under the preview of the study. Consumer Forum cases are out of the scope of the 

study. 

Table 1 

The Insurer’s Fault (Case Favoring the Insured) 

lapsation 

of policy 

Submission of fake 

certificate 

(Misrepresentation) 

non-

disclosure 

of 

facts. 

(includes 

pre -

existing 

disease) 

Wrong 

nomination 

Death 

prior 

proposal 

Suicide 

clause 
Exclusion 

Death 

prior to 

proposal 

The 

spouse 

killing 

Others 

4 7 24 1 3 3 2 1 1 1 

Table 2 

The Insured’s Fault (Case favoring the insurer) 

lapsation 

of policy 

Submission of fake 

certificate 

(Misrepresentation) 

non-disclosure 

of facts. 

(includes pre - 

existing 

disease) 

Wrong 

nomination 

Death 

prior 

proposal 

Suicide 

clause 
Exclusion 

Death 

before taking 

the proposal 

The 

spouse 

killing 

Others 

2 12 37 - 1 - - - - - 

  

Total cases 101 

Total number of cases in favor of the insurer 52 

Total number of cases in favor of the insured 47 

Total number of cases with partial decision 2 

Total cases with no judgement 0 

From the analysis of all the cases, it was found that the reasons for wrongful repudiation of the 

claim  from  the  insurer  are  Lapsation  of  policy,  misrepresentation  (submission  of  fake 

certificates), non-disclosure of facts, wrong nomination, death prior to proposal, suicide clause, 

exclusion clause spouse killing and others. Among these reasons, the non-disclosure of facts was the 

commonly cited reason for repudiation of the claim.  Within this reason, non-disclosure of pre-

existing disease was exceedingly mentioned reason. 

Among the cases that were dismissed (in the favor of insurer), the reasons quoted for the 

same are lapsation of policy misrepresentation (submission of fake certificates), non -disclosure of 

facts and death prior to proposal. Among these reasons, non-disclosure of facts was excessively 

mentioned and the main reason under this head is the suppression of the material facts regarding to 

the health illness of the deceased life assured. 

III. SUGGESTION AND SCOPE FOR FURTHER STUDY 

With the above cases taken into consideration, insurer won many cases than the insured. But 

the wrongful repudiation of the claim of the insurer also stands to be a huge number. With this 

analysis, the non- payment of life insurance claim by the insurer is more questionable than being a 

justifiable or a purposive act. 
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This study can be used as a base to understand the various merits and de-merits of an insurance 

company. Through the analysis done on the cases in favor of the Insurance Company or not by the 

Ombudsman, we understand the reasons for such a decision by the Ombudsman and further study 

can be done on finding feasible solution to avoid such a situation in the future. 
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