Item No. 22

Draft IRDAI (Regulatory Sandbox) Regulations, 2019

Reference is drawn to the report of the Committee on Regulatory Sandbox in insurance sector in India that has recommended creation of a Regulatory Sandbox by the Authority. As is well known the “Regulatory Sandbox Approach” can be used to carve out a safe and conducive space to experiment with Fin-Tech solutions, and where the consequences of failure, if any, can be contained. 

In light of the same, the Authority proposes to create a Regulatory Sandbox whose objective is to foster growth and increase the pace of the most innovative companies, in a way that provides Insurtech in particular and the Fintech sector as a whole with flexibility in dealing with regulatory requirements and at the same time focussing on policyholder protection.

The objectives of these Regulations are:
(i) To strike a balance between orderly development of Insurance sector on one hand and protection of interests of policyholders on the other, while at the same time facilitating innovation.
(ii) To facilitate creation of regulatory sandbox environment and if deemed fit to relax such provisions of any existing Regulations framed by the Authority.

The Regulatory sandbox regulations define a) an applicant (insurer or insurance intermediary or a person other than individual having a networth of Rs 10 lakhs and a standing of one financial year), b) regulatory sandbox and c) the sandbox environment. 

The Regulations also lay down the procedure for seeking permission for promoting innovation in insurance in India which includes i) the categories of application (insurance solicitation or distribution, insurance products, underwriting, policy and claims servicing); ii) the details of filing of application (cohort approach); iii) the conditions for grant of permission; iv) the period of permission (6 months); v) the conditions for revocation of permission; vi) the extension of period of permission (6 months); vii) internal monitoring, review and evaluation of systems and controls; viii) review of proposal approved by the Authority; and ix) conclusion of proposal.

The Regulations also provide for relaxation of one or more provisions of any Regulations to the applicant subject to the conditions given above. The maximum period for which the relaxation can be granted is one year. It also allows issuance of necessary guidelines relating to operational issues pertaining to Regulatory Sandbox.

The draft regulations along with schedules were uploaded on IRDAI website on 18th May, 2019. The stakeholders were given time upto 9th June, 2019 to submit their comments/ suggestions/ views. 

The Authority received comments from 35 stakeholders, namely 11 life insurers, 9 general insurers, 2 stand-alone health insurers, 2 foreign reinsurance branches, 2 insurance brokers and 9 others. The major suggestions made were as follows:
a) Life period of the Regulations not to be restricted to 2 years
b) Allow only IRDAI registered entities to apply. If unregistered entities allowed - can do so only in association with registered entities - networth requirements increased
c) Allow other than technological innovations & process improvements in Regulatory Sandbox
d) Create a negative list in which innovation is not permitted
e) Have a maximum number of applications as part of cohort
f) Do not follow cohort approach, instead on tap
g) Time period for grant of permission to be increased from 1 year to 1 ½ years or indefinite period depending upon the nature of application
h) Revocation of permission to be done after 90 days
i) Relax condition regarding erasing of personal data of policyholder
j) Define timeframe for each stage of processing of application
k) Feedback from customer to evaluate the experiment should be made optional
l) Extend time period from 15 to 45 days to submit report at end of the experiment
m) Include points pertaining to single point of contact, disclosure to customer, size of proposal, migration of policies, data privacy & data confidentiality, reporting requirements, grievance redressal, etc. Included in operational guidelines 
n) Application format be made part of the Regulations

The meeting of the Insurance Advisory Committee was held on 6th June, 2019. The major recommendations of the IAC are as follows:
a) [bookmark: _GoBack]Educational institutions and research bodies may be permitted to participate in the sandbox process.
b) Regulatory sandbox need not be investment functions.
c) Networth requirement as proposed is considered adequate.
d) Collaboration between the applicant and the registered entities of IRDAI needs to be encouraged.  

In addition, the proposed guidelines on operational issues outlining the procedure to be followed in implementing the “innovation in insurance” programme through Regulatory Sandbox is placed at Annexure “1” for information. 

In light of the above the draft IRDAI (Regulatory Sandbox) Regulations, 2019 are placed (Annexure “A”) for approval of the Authority.
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