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Item No. 3

Insurance Regulatory and Development Authority of India (Fee for Registering Cancellation or Change of Nomination) Regulations, 2015
BACK GROUND: Section 39(1) of The Insurance Laws (Amendment) Ordinance, 2014 allows that the holder of a policy of life insurance on his own life may, when effecting the policy or at any time before the policy matures for payment, nominate the person or persons to whom the money secured by the policy shall be paid in the event of his death. Section 39(2) allows such nomination may at any time before the policy matures for payment be cancelled or changed by an endorsement as prescribed therein. Section 39(3) mandates that every life insurer shall furnish a written acknowledgement of having registered a nomination or a cancellation or change thereof and may charge such fee as may be specified by Regulations for registering such cancellation or change. In pursuance thereof, the Authority published an exposure draft on its website on 23rd January, 2015 seeking comments of various stakeholders. A copy of the exposure draft is attached as ‘Annexure – 1’. 

Comments received from various stakeholders are consolidated and placed as ‘Annexure – 2’. On examining the comments of the stakeholders, the Authority proposes to adopt the following principles while drafting the Regulations. 

(1) The provisions of Section 39(3) referred herein envisage that every life insurer shall furnish a written acknowledgement of having registered a nomination or a cancellation or change thereof and may charge such fee as may be specified by Regulations for registering such cancellation or change. 

(2) On a comprehensive review of the provisions of Section 39 (1) and Section 39(3) of The Insurance Laws (Amendment) Ordinance, 2014 it may be observed that the holder of a policy of life insurance has a right for effecting a nomination as per the provisions of this section and that for registering such nomination for the first time be it at the time of effecting the policy of life insurance or at a later time, no fee shall be charged by the life insurers. The Life Insurers shall also furnish a written acknowledgment of having registered a nomination in accordance to the provisions of Section 39 (3) without collecting any fee. In accordance to the provisions of Section 39 (4) the nomination that is automatically cancelled consequent upon the assignment shall stand automatically revived on the reassignment; hence no separate nomination need be recorded under such scenarios. The services such as furnishing the acknowledgement of having registered a nomination as envisaged in Section 39 (3) are to be considered as the statutory services to be rendered, hence, insurers shall not levy the fee for such services. Therefore, in the proposed Regulations it is specified that there shall be no fee for registering a nomination either at the time of effecting a policy of life insurance or at any time thereafter or towards any other services relating to nomination contained in Section 39 of the Act, as amended from time to time. 

(3) It is envisaged that the manner of registering the cancellation or a change of nomination may vary where the policies are maintained in the electronic form in accordance to the provisions of Section 14 (2) of The Insurance Laws (Amendment) Ordinance, 2014. In the instances where the policies are in the electronic form, there may be a number of services that may be rendered in the electronic form such as registering / recording the nomination change / cancellation in the e-records and furnishing the acknowledgment through an e-mail. Therefore, there is a need to treat these policies differently to determine the fee that can be charged for these two sets of policies.In the Regulations, it is also proposed to fix the upper limit of fee allowed to be collected by the life insurers subject to which the life insurers will have the flexibility to decide in levying any lower amount. In accordance with these principles the following upper limits are proposed in the Regulations to be notified by IRDAI. 

(a) In respect of those policies that are issued in electronic form as specified by the regulations under the provisions of Section 14 (2) of the Act, the fee collected shall not exceed Rs 50 (Rupees fifty only)

(b) In respect of policies other than those referred under Regulation (4) (a) above, the fee collected shall not exceed Rs 100 (Rupees Hundred Only)

(4) Provisions of Section 39 (3) require the insurer to furnish to the policy holder a written acknowledgment of having registered a nomination or a cancellation or change thereof. Therefore, it is desired to provide clarity in the Regulations that the details of the nomination recorded on the face of a policy document could be considered as an acknowledgement issued, when the nomination is effected by a policyholder at the inception of the policy through proposal form.

A copy of the proposed Regulations are attached as ‘Annexure – 3’ for consideration of Board of IRDAI.

The proposed regulations are scheduled to be placed before the members of Insurance Advisory Committee in the meeting to be held on 27th March, 2015 and the comments of the members of IAC would be placed before the Board for consideration.   









Annexure 1

EXPOSURE DRAFT ON

Insurance Regulatory and Development Authority of India 
(Fee for Registering Cancellation or Change of Nomination by the Holder of a Policy of Life Insurance) 
Regulations, 2015

INTRODUCTION: Section 39(1) of The Insurance Laws (Amendment) Ordinance, 2014 allows that the holder of a policy of life insurance on his own life may, when effecting the policy or at any time before the policy matures for payment, nominate the person or persons to whom the money secured by the policy shall be paid in the event of his death. Section 39(2) allows such nomination may at any time before the policy matures for payment be cancelled or changed by an endorsement as prescribed therein. Section 39(3) mandates that every life insurer shall furnish a written acknowledgement of having registered a nomination or a cancellation or change thereof and may charge such fee as may be specified by Regulations for registering such cancellation or change. Therefore, in accordance to these provisions the Authority proposes to adopt the following principles while drafting the Regulations. 

(1) The provisions of Section 39(3) referred herein envisage that every life insurer shall furnish a written acknowledgement of having registered a nomination or a cancellation or change thereof and may charge such fee as may be specified by Regulations for registering such cancellation or change. Therefore, there shall be no fee for registering a nomination and for furnishing a written acknowledgment thereon. However, for registering a cancellation or change of nomination as envisaged in these provisions, the fee that may be collected shall be subject to these regulatory provisions.

(2) On a comprehensive review of the provisions of Section 39 (1) and Section 39(3) of The Insurance Laws (Amendment) Ordinance, 2014it may be observed that the holder of a policy of life insurance has a right for effecting a nomination as per the provisions of this section and that for registering such nomination for the first time be it at the time of effecting the policy of life insurance or at a later time, no fee shall be charged by the life insurers. The Life Insurers shall also furnish a written acknowledgment of having registered a nomination in accordance to the provisions of Section 39 (3) without collecting any fee. The Life Insurers shall endeavour to see that the holder of a policy of life insurance on his own life shall effect a nomination in accordance to the provisions of Section (39) either at the time of effecting a policy of life insurance or at any time thereafterif such nomination was not effected at inception. Further in accordance to the provisions of Section 39 (4) the nomination that is automatically cancelled consequent upon the assignment shall stand automatically revived on the reassignment; hence no separate nomination need be recorded under such scenarios.  

(3) It is envisaged that the manner of registering the cancellation or a change of nomination may vary where the policies are maintained in the electronic form in accordance to the provisions of Section 14 (2) ofThe Insurance Laws (Amendment) Ordinance, 2014. In the instances where the policies are in the electronic form, there may be a number of services that may be rendered in the electronic form such as registering / recording the nomination change / cancellation in the e-records and furnishing the acknowledgment through an e-mail. Therefore, there is a need to treat differently the fee that can be charged forthese two sets of policies as is proposed in this exposure draft. 

(4) The services such as furnishing the acknowledgement of having registered a nomination as envisaged in Section 39 (3) are to be considered as the statutory services to be rendered, hence, it is expected that the insurers shall not levy the fee for such services. The details of the nomination recorded on the face of a policy document could be considered as an acknowledgement issued, when the nomination is effected by a policyholder at the inception of the policy through proposal form. Further registering the nomination or cancellation or change of nomination shall be regarded as important policy holder services. As such nomination helps even the life insurersto seamlessly discharge their liability in the event of happening of the contingent event covered under a policy of life insurance. 

(5) In the exposure draft it is also proposed to fix the upper limit of fee allowed to be collected by the life insurers subject to which the life insurers will have the flexibility to decide in levying any lower amount. 

Cost Benefit Analysis of the proposed Regulations: The effecting of a nomination on a policy of life insurance is one of the important requirements. When a nomination is in force on a policy of life insurance the benefits derived are immense to both the contracting parties, the life insurer and the claimant. The Life Insurer will be in a position to settle the benefits with much ease and nominee, being the claimant will have a valid title to claim the benefits in accordance to the applicable provisions of the Insurance Act. Where a nomination is effected at the inception of the policy though the proposal form, the registration of the same would normally be recorded in the books of the life insurer and the fact of effecting the nomination being recorded on the face of the policy contract (Policy Schedule) serves the purpose. Where a nomination is cancelled or changed, the life insurer is permitted to collect such fee as determined by these Regulations for covering the administrative costs, hence there are no significant financial implications of these Regulations on the life insurers. As the life insurers would endeavor to effect the nomination at the inception of a policy, it is expected that the number of policies where a cancellation or the change of nomination is effected would be significantly less, therefore the financial implications of charging the fee for change or cancellation of Nomination to the policyholder are also not significant. Since, having a valid nomination enables the life insurers to seamlessly settle the claims on the happening of the contingent event covered under the life policy, the benefits derived out of it outweigh the insignificant financial implications referred herein. 

With regards to the financial implications on the policyholders, it is clarified that the life insurers will not levy any separate fee for recording the nomination and the fee that is collected by the life insurers for effecting the cancellation or change of nomination shall be considered as a fee for the services obtained, hence, is not to be considered as an additional financial burden.  


Keeping in view the above issues the Authority proposes to issue the following Regulations.  

F. No, IRDA/Reg/xx/2015 —. In exercise of the powers conferred by section 114A(2)(jc)and read with Section 39(3) of The Insurance Laws (Amendment) Ordinance, 2014 as modified from time to time, the Authority in consultation with the Insurance Advisory Committee, hereby makes the following regulations namely:-

1. Short title and commencement — (1)	These regulations may be called the Insurance Regulatory and Development Authority of India (Fee for Registering Cancellation or Change of Nomination by the Holder of a Policy of Life Insurance) Regulations, 2015.

2. They shall come into force on the date of their publication in the Official Gazette.

Definitions

3. In these regulations, unless the context requires otherwise—

(a) “Act” means the Insurance Act, 1938 (4 of 1938) as amended from time to time;

(b) “Authority” means the Insurance Regulatory and Development Authority of India established under sub-section (1) of section 3 of the Insurance Regulatoryand Development Authority Act, 1999;

[bookmark: _GoBack](c) all words and expressions used herein and not defined but defined in theInsurance Act, 1938 (4 of 1938), or in the Insurance Regulatory andDevelopment Authority Act, 1999 or in any Rules or Regulationsmade thereunder shall have the meanings respectively assigned tothem in those Acts or Rules or Regulations.

Fee for registering a cancellation or change of nomination by the holder of a policy of life insurance:

4. A Life Insurer is permitted to collect the following fee for registering the cancellation or change of the nomination by the holder of a policy of Life Insurance on his own life.

(a) In respect of those policies that are issued in electronic form as specified by the regulations under the provisions of Section 14 (2) of The Insurance Laws (Amendment) Ordinance, 2014 as modified from time to time the fee collected shall not exceed Rs 50 (Rupees fifty only)

(b) In respect of policies issued other than those referred under Regulation (3) (a) above the fee collected shall not exceed Rs 100 (Rupees Hundred Only)

5. No fee, other than what is stated in Regulation 4 above, shall be collected for registering a nomination either at the time of effecting a policy of life insurance or at any time thereafter or towards any other services connected to the nomination enshrined in Section 39 of The Insurance Laws (Amendment) Ordinance, 2014 as modified from time to time. 

6. The Life Insurers shall endeavour to see that the holder of a policy of life insurance on his own life effects a nomination in accordance to the provisions of Section (39) either at the time of effecting a policy of life insurance or at any time thereafter, if such nomination was not effected at inception.   

7. Every Life Insurer shall furnish to the policyholder a written acknowledgement of having registered a nomination or a cancellation or change thereof;

PROVIDED that the nomination effected by a policyholder at the inception of the policy through the proposal form and recorded by the Insurer on the face of a policy document shall be considered as a valid acknowledgement by the Insurer for the purposes of this regulations.  

POWER TO REMOVE DIFFICULTIES AND ISSUE CLARIFICATIONS
8.In order to remove any doubts or the difficulties that may arise in the application or interpretation of anyof the provisions of these regulations, the Chairperson of the Authority may issue appropriate clarifications or guidelines as deemed necessary.















Annexure 2
COMMENTS RECEIVED FROM VARIOUS STAKEHOLDERS
EXPOSURE DRAFT ON Insurance Regulatory and Development Authority of India (Fee for Registering Cancellation or Change of Nomination by the Holder of a Policy of Life Insurance) Regulations, 2015 is placed on IRDA website on 23/01/2015 and received comments from the following
1. Birla Sunlife
2. Kotak Life
3. Aegon Religare Life
4. CanaraHSBC Life
5. PNB MetLife
6. Exide Life
7. Bajaj Life
8. Birla Sun Life
9. Mr K Subrahmanyam
The following is the analysis of the comments received. 
	Sl
No
	Ref / Reg
No.
	Description
	Name of the entity
	Comments received
	Response of IRDAI

	
	1
	Short title and commence-ment
	Mr KS
	Delete (1) as there is no number (2).
	Yes. To be Deleted.

	
	2
	Effective Date
	Mr KS
	Replace ‘’ on the date’’ by ‘’from the date’’—because the regulations will be in force from that date.
	Wording is fine, no change is required.

	1
	Para 2
Of
Proro
gue
	
	Birla Sun Life
	There should be a charge applicable for registering a nomination for the first time post issuance of the policy
	As per the provisions of Sec 39 (3) of the Act, an insurer may charge fee for registering the cancellation or change. Therefore, these statutory provisions are clear for registering the nomination for the first time (since cancellation or change take place only in the instances where a nomination was already in force). Further, in the policies of life insurance, it is a paramount requirement to have a nominee registered so as to devolve the claim payouts.  Hence, it is essential that the regulations shall encourage for registering / recording the nomination at the time of issuance of the policy.   

	2
	4
	Fee for registering the cancellation or change of the nomination by the holder of a policy of Life Insurance on his own life.
	Birla Sun Life
	There should be uniformity in the charges.
	The Act specifically requires all the insurers to issue policies in the electronic form as per the regulations notified by the Authority. It is commonly understood that the transactions carried out in the electronic form are relatively involve lower costs. For E.g. for physical contracts there is a case of postal correspondence, dispatching the policy document on recording the nomination change etc., while in the case of electronic form the correspondence will be by e-mail, endorsement will be in the e-policy maintained with the repository, the costs for which will be relatively lower. Therefore, there is a case for differential costs to these two different types of policy contracts. 

	3
	4
	Fee for registering the cancellation or change of the nomination by the holder of a policy of Life Insurance on his own life.
	Kotak Life














Exide Life












Mr KS
	We humbly opine, that the limit of Rs. 50/100 may be reconsidered reckoning the costs incurred by the Insurers for giving effect to nominations related service requests.







Rather than leaving it to insurance companies to decide on fee (regulator has suggested a max cap), suggest the fees is fixed by the regulator across companies to ensure equality to customers, irrespective of where they buy policy from.


Suitable legal language may be drafted. [The law states that an insurer may charge...—therefore it is for the insurer to charge or not.  Rs. 50 or Rs. 100 may not be adequate in view of nature of administrative work involved, as the insurer has to make endorsement on the policy bond. If the policy bond has to be sent by registered post, then the charges may be high. Generally the charges may be due to:-

Clerical cost [salary cost] Paper of endorsement
Postal charges,
Miscellaneous charges.

Let Life council decide the fee and the same may be kept as upper limit.  If you have already taken their view, you may fill X by 100]

Suggested Draft:
4. An insurer may charge a fee not exceeding Rs. X to register change in nomination or cancellation of nomination in respect of a policy effected on or after the date of notification of these regulations:

Provided that the nomination made in the policy is in accordance with the provisions of section 39 of the Act. 
	Life Insurer did not suggest any specific amount. No other insurer raised any objection. The fee that is specified is after duly considering the costs. 


Let competition decide the actual fee that is charged by the life insurers. Some life insurers may prefer not to charge any fee. Therefore, fixing the maximum cap could be the best approach in the interests of policyholders.


Life Council is not empowered to decide these charges, but to be specified by the regulations made by the Authority. 

The fee that is proposed in the exposure draft is broadly accepted by the stakeholders. 

  

	
	5
	No fee, other than what is stated in Regulation 4 above, shall be collected.
	Mr K S
	This may be not legally correct.  There cannot be ‘’any other service’’ other than cancellation or change of nomination, as per S39(3) for charges. As such this may be deleted.
	Section 39 (3) empowers IRDA to specify the fee to be charged. Therefore, the proposed provisions are not extraneous. In the absence of such specific restriction, insurers may also levy any other fee, therefore, this specific restriction to fix any possible gaps.  

	
	6
	Life Insurers shall endeavour to see that the holder of a policy of life insurance on his own life effects a nomination.
	Mr KS
	This is over and above the section 39(3). Therefore this provision may be deleted. However, section 39 takes care of this.
	We may delete this. Legal Dept also suggested that this may not be part of the Regulations as there is no possibility of measuring the adherence to this regulation. 

	3
	7
	Nomination effected by a policyholder at the inception of the policy through the proposal form and recorded by the Insurer on the face of a policy document shall be considered as a valid acknowledgement
	Birla Sun Life

















Mr KS

	The Authority to provide further clarity on whether the acknowledgement to the policyholder can be either through email, phone call or SMS. 
In the event of acknowledgment through hard copy is it acceptable to maintain the proof of dispatch or should insurer maintain the proof of delivery. 




This need not be stated again as section 39(3) takes care of this.
	Provisions of Section 39 (3) are clear in specifying that the insurer shall furnish to the policyholder a written acknowledgment of having registered a nomination / cancellation / change. Therefore, the written acknowledgement need not be further elaborated in the regulations. 



Proof of dispatch need not be spelt out in the regulations. This is the operational matter to be looked into by the life insurers. 

This is required so that the nomination recorded at the time of issuing the policy document will be considered as the acknowledgement. 

	
	8
	Power to remove difficulties and issue clarifications. 

	Mr KS
	The power to make regulations is given to the Authority as per S 39 (3).  In case of such problem, Authority may issue clarification by a guideline or circular. Please check whether the Authority may delegate its power to chairperson for this purpose. 

	The proposed Regulations is in order. The clarifications that may be issued may not be considered as extraneous to the main portion of the Regulations. 

	4
	Others
	
	Birla Sun Life
	The draft guidelines specifically mention about nomination in a policy of life insurance. 

Our recommendation to the Authority with reference to the above is that nomination should be effected also in Health Insurance policies. 
This is because certain health products do have death benefit for which we would need the nomination. 

	Section 39 (1) is clear in specifying that the holder of a policy of life insurance to nominate a person or persons to whom the money secure by the policy shall be paid in the event of death. Therefore, the regulations to be notified under Section 39 (3) shall also cover the policies of life insurance. Where a life insurer issues a policy of health insurance with or without death benefit coverage but as per the definition of life insurance business, such policy will normally befall within the category of the life insurance, hence these provisions will apply. 

	5
	Others
	
	Birla Sun Life
	For policies under EIA, we request the Authority to provide further clarity with respect to the applicability of the nomination. 
Our understanding with reference to the same is that the nomination should be at policy level and the change/deletion should not be affected across all policies in the account. 
	There is no separate procedure of nominating under the Electronic Insurance Account (under dematting of insurance policies), the nomination is only in respect of individual policies separately (not collectively to all the policies of EIA put together), hence there is no need for any clarification in these regulations. 

	6
	Others
	
	Birla Sun Life











Exide Life
	We additionally request the Authority to provide further clarity on the applicability of service tax on such fees. 







Need clarity on whether service tax is to be charged on the Fee for registering the cancellation / change.  If so, at what %.

	Applicability of the service tax is the one that is determined in the Finance Bill (subject to such changes from time to time). Therefore, the Regulations framed by IRDA need not spelt these requirements.


As above

	7
	Others
	
	Birla Sun Life

























Bajaj Allianz Life
	We request the Authority to provide clarity on the applicability of the charges on the policies which has been issued prior to the effective date of the guideline. 


















We would request the Authority to confirm that these regulations would be applicable to the service requests received pertaining to the existing policies as well. 

	These regulations are effective in respect of all the cancellations / changes of nominations of life insurance policies, irrespective of the date of issuance of the policy. However, at Regulation (2) we may provide some clarification by adding the following. 

“They shall come into force on the date of their publication in the Official Gazette and shall be applicable to all the policies where cancellation or change of nomination is effected.”    



As above


	
	Others
	
	Kotak Life
	We would request the Authority to contemplate the option of allowing Insurers to collect charges in case of other service requests by as well by policyholders.

	This request is not part of the scope of these regulations. 

	
	Others
	
	Exide Life
	Clarity on accounting of these fees charged.

	Accounting aspects are not to be dictated by these regulations.  

	
	Others
	
	Mr KS
	Application and scope. These regulations apply to all life insurers registered with IRDAI in India.
	This is self explanatory need not be specified. 

	
	Others 
	
	Mr KS
	Saving. These regulations do not apply to existing life insurance policies effected prior to the date of notification of these regulations.
	No they are applicable for all the nominations cancelled / changed from the date of notification of these regulations. 



Aegon Religare, Canara HSBC Life and PNB Met Life explicitly informed that they have no comments to offer. 


















Annexure 3

Insurance Regulatory and Development Authority of India 
(Fee for Registering Cancellation or Change of Nomination) 
Regulations, 2015

F. No, IRDA/Reg/xx/2015 —. In exercise of the powers conferred by Section (26) of IRDAI Act, 1999 and Section 114A(2)(jc) read with Section 39(3) of The Insurance Act, 1938, as amended from time to time, the Authority in consultation with the Insurance Advisory Committee, hereby makes the following regulations namely:-

8. Short title and commencement — These regulations may be called the Insurance Regulatory and Development Authority of India (Fee for Registering Cancellation or Change of Nomination) Regulations, 2015.

9. They shall come into force on the date of their publication in the Official Gazette and shall be applicable to all the policies where cancellation or change of nomination is effected.

Definitions

10.  In these regulations, unless the context requires otherwise—

(a) “Act” means the Insurance Act, 1938 (4 of 1938), as amended from time to time;

(b) “Authority” means the Insurance Regulatory and Development Authority of India established under sub-section (1) of section 3 of the Insurance Regulatory and Development Authority Act, 1999;

(c) all words and expressions used herein and not defined but defined in the Act, or in the Insurance Regulatory and Development Authority Act, 1999 or in any Rules or Regulations made there under shall have the meanings respectively assigned to them in those Acts or Rules or Regulations.

Fee for registering a cancellation or change of nomination by the holder of a policy of life insurance:

11. A Life Insurer is permitted to collect the following fee for registering the cancellation or change of the nomination by the holder of a policy of Life Insurance on his own life.

(a) In respect of those policies that are issued in electronic form as specified by the regulations under the provisions of Section 14 (2) of the Act, the fee collected shall not exceed Rs 50 (Rupees fifty only)

(b) In respect of policies other than those referred under Regulation (4) (a) above, the fee collected shall not exceed Rs 100 (Rupees Hundred Only)

12. No fee, other than what has been prescribed in Regulation 4 above, shall be collected for registering a nomination either at the time of effecting a policy of life insurance or at any time thereafter or towards any other services relating to nomination contained in Section 39 of the Act, as amended from time to time. 

13. The nomination effected by a policyholder at the inception of the policy through the proposal form and recorded by the Insurer on the face of a policy document shall be considered as a valid acknowledgement by the Insurer.  

Power to remove difficulties and issue clarifications
7. In order to remove any doubts or the difficulties that may arise in the application or interpretation of any of the provisions of these regulations, the Chairperson of the Authority may issue appropriate clarifications or guidelines as deemed necessary.


87th meeting of the Authority – 27th March, 2015

