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IC-38 Study Material PDF Complete
Preparation Guide 2026

Detailed Insurance Agent Exam Preparation • Common Concepts + Practical Revision

Prepared as an original learning and revision resource.

This guide is designed to explain concepts in clear language and support exam preparation. It is not a replacement

for the latest official syllabus, regulations, circulars, or insurer instructions.
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How to Use This PDF
• Start with common insurance principles before branch-specific topics.

• Study one chapter at a time and answer the practice questions immediately.

• Create a glossary of key terms and revise it repeatedly.

• Use the official Insurance Institute of India IC-38 material as the primary reference; this PDF is an original

explanatory companion.

• Verify current exam instructions with the relevant official authority before the examination.
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Chapter 1: Insurance Fundamentals
Insurance is a financial arrangement designed to protect against specified risks. The agent should understand the

difference between risk, peril, hazard and loss before discussing products with customers.

Risk and related terms

Risk refers to uncertainty about the occurrence or consequences of an event. A peril is a cause of loss. A hazard is

a circumstance that increases the likelihood or severity of a loss. A loss is the adverse financial or physical

consequence of an event.

• Risk may be pure or speculative; insurance generally focuses on insurable risks.

• Examples of perils include fire, theft and certain accidental events.

• Hazards can be physical, moral or morale-related, depending on the context.

Risk management

Risk can be handled through avoidance, reduction/control, retention and transfer/financing. Insurance is one

method of financing or transferring specified financial consequences.

• Avoidance means not undertaking the activity creating the risk.

• Reduction/control attempts to lower probability or severity.

• Retention means bearing the risk oneself.

Why insurance matters

Insurance supports households and businesses by helping manage financial shocks. It can also contribute to

economic activity by providing confidence for individuals and organisations to undertake productive activities.

• Insurance does not make a loss impossible.

• Coverage depends on policy wording, conditions, limits and exclusions.

• Customers should understand what is and is not covered.

Chapter Practice Questions
1. Insurance primarily helps a person or organisation to:

A. eliminate every risk

B. transfer specified financial risk

C. guarantee a profit

D. avoid all uncertainty

Answer: B — Insurance is a risk-transfer mechanism for specified insured risks.

2. A peril is best described as:

A. a condition increasing risk

B. the cause of a loss

C. the amount of premium

D. a policy document

Answer: B — A peril is a cause of loss, such as fire or theft.

3. Utmost good faith requires parties to:

A. hide unfavourable facts
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B. disclose material facts

C. pay no premium

D. avoid documentation

Answer: B — Material facts relevant to underwriting must be disclosed.

4. Insurable interest means:

A. the policy has a high premium

B. the proposer has a recognised financial/legal interest in the subject

C. the insurer guarantees returns

D. the claim is always payable

Answer: B — The person seeking insurance must have a recognised interest in the subject matter.

5. Indemnity generally aims to:

A. create a profit from a loss

B. restore the insured financially, subject to policy terms

C. double the claim

D. remove exclusions

Answer: B — Indemnity is intended to compensate for covered loss rather than create profit.
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Chapter 2: Principles of Insurance
Insurance contracts contain special principles that distinguish them from ordinary commercial transactions.

Utmost good faith

Parties must disclose material facts and avoid material misrepresentation. A material fact is one that would

influence the insurer's assessment of the risk or terms.

• Disclosure should be accurate and complete.

• Materiality is assessed in relation to underwriting and the contract.

• Non-disclosure can affect policy rights depending on applicable law and terms.

Insurable interest and indemnity

Insurable interest connects the policyholder to the subject matter in a recognised manner. Indemnity seeks to place

the insured, for a covered loss, in a financial position broadly comparable to that immediately before the loss,

subject to the contract.

• Life insurance has its own treatment of insurable interest and benefit structure.

• Indemnity is especially important in general insurance.

• Sum insured does not automatically equal the amount payable on every claim.

Contribution, subrogation and proximate cause

Contribution can apply where the same interest and risk are insured under more than one indemnity policy.

Subrogation allows an insurer, after paying a covered loss, to pursue certain recovery rights against responsible

third parties. Proximate cause concerns the effective cause of a loss.

• These principles operate subject to policy wording and applicable law.

• They help prevent double recovery and clarify responsibility.

• Agents should avoid giving legal conclusions on disputed claims.

Chapter Practice Questions
1. Insurance primarily helps a person or organisation to:

A. eliminate every risk

B. transfer specified financial risk

C. guarantee a profit

D. avoid all uncertainty

Answer: B — Insurance is a risk-transfer mechanism for specified insured risks.

2. A peril is best described as:

A. a condition increasing risk

B. the cause of a loss

C. the amount of premium

D. a policy document

Answer: B — A peril is a cause of loss, such as fire or theft.

3. Utmost good faith requires parties to:

A. hide unfavourable facts
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B. disclose material facts

C. pay no premium

D. avoid documentation

Answer: B — Material facts relevant to underwriting must be disclosed.

4. Insurable interest means:

A. the policy has a high premium

B. the proposer has a recognised financial/legal interest in the subject

C. the insurer guarantees returns

D. the claim is always payable

Answer: B — The person seeking insurance must have a recognised interest in the subject matter.

5. Indemnity generally aims to:

A. create a profit from a loss

B. restore the insured financially, subject to policy terms

C. double the claim

D. remove exclusions

Answer: B — Indemnity is intended to compensate for covered loss rather than create profit.
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Chapter 3: Customer Service and Agent Conduct
Customer service is part of the agent's professional role. Clear communication, accurate information and

appropriate documentation reduce misunderstanding.

Needs analysis and product presentation

An agent should understand the customer's needs, circumstances and objectives before presenting a suitable

product. Product features, limitations, exclusions and important conditions should be explained clearly.

• Do not make unsupported promises about claim approval.

• Do not conceal material limitations.

• Use insurer-approved information and documentation.

Proposal and servicing

The proposal stage is critical because information supplied by the customer can influence underwriting. After

issuance, agents may assist with servicing, documentation and claim-related coordination.

• Check that customer information is complete and accurate.

• Explain premium, payment frequency, policy term and key conditions.

• Encourage customers to retain policy records.

Ethics and grievance handling

Ethical conduct includes honesty, transparency and respect for customer interests. Complaints should be handled

through the insurer's prescribed process and applicable grievance mechanisms.

• Do not misrepresent benefits or returns.

• Do not manipulate documents or customer declarations.

• Escalate unresolved grievances through appropriate channels.

Chapter Practice Questions
1. Insurance primarily helps a person or organisation to:

A. eliminate every risk

B. transfer specified financial risk

C. guarantee a profit

D. avoid all uncertainty

Answer: B — Insurance is a risk-transfer mechanism for specified insured risks.

2. A peril is best described as:

A. a condition increasing risk

B. the cause of a loss

C. the amount of premium

D. a policy document

Answer: B — A peril is a cause of loss, such as fire or theft.

3. Utmost good faith requires parties to:

A. hide unfavourable facts
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B. disclose material facts

C. pay no premium

D. avoid documentation

Answer: B — Material facts relevant to underwriting must be disclosed.

4. Insurable interest means:

A. the policy has a high premium

B. the proposer has a recognised financial/legal interest in the subject

C. the insurer guarantees returns

D. the claim is always payable

Answer: B — The person seeking insurance must have a recognised interest in the subject matter.

5. Indemnity generally aims to:

A. create a profit from a loss

B. restore the insured financially, subject to policy terms

C. double the claim

D. remove exclusions

Answer: B — Indemnity is intended to compensate for covered loss rather than create profit.
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Final Revision Checklist
• Can you define the major insurance terms without referring to notes?

• Can you explain the core principles and distinguish them from one another?

• Can you identify the customer-service and ethical responsibilities of an agent?

• Can you explain the relevant policy, underwriting and claim concepts for your branch?

• Have you completed the practice questions and reviewed every incorrect answer?

• Before the examination, confirm the current examination instructions with the official authority or examination

body.



