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From the Publisher

The Insurance Laws (Amendment) Act 2015 is a keenly
awaited piece of legislation by the financial markets
nationally as well as internationally. While the
provision relating to hike in foreign investment
garnered most of the media attention, the Act
contains many other provisions which greatly impact

how the insurance industry operates in India.

Devolution of many critical aspects to the Regulator, which were hitherto hard-coded in the primary
legislation, has brought in the much needed agility to respond to market dynamics. IRDAI has been
framing Regulations from time to time aimed towards orderly growth of insurance sector all the while
keeping the policyholders’ interests at the core. The changes brought through the amendments to the
Act put a higher level of responsibility on the Regulator and this devolution of powers need to be
translated into framing new Regulations as well as amending existing Regulations in line with the
provisions of the Act. While timely notification of all necessary changes is indeed a challenge, adopting
an integrated approach in Regulation- making is all the more important. IRDAI has started this process
in right earnest with release of various exposure drafts for public comments while a few others are in
different stages of formulation. The recommendations of Financial Sector Legislative Reforms Commission
on procedures for framing Rules/Regulations are being implemented in IRDAI and these procedures

would make all stakeholders party to Regulation making thus making the process a collective effort.

It gives me immense pleasure to see that the articles being published in the current issue of the
Journal cover various dimensions of the Amendments to the Act which | hope would be both educative
and informative to readers. Keeping in view the importance of Disaster Management, both for the
insurance industry and the Nation as a whole, the Next Issue of the Journal will focus on “Disaster

Management & the Role of Insurance Industry”.
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FDI in Insurance Industry in the context of

universalization of social security.

he recent announcement of

finance minister in his

budget speech 2015 has two
notable features which ultimately
going to decide quality of life for
Indians by 2020 - 1. Subscribers of
EPF will now have choice to opt for
New Pension Scheme ( NPS ) of
Govt. of India and 2. That ESI
covered workers will have the
option to choose Heath insurance
products recognized by IRDAI. It is
said that “a country is known by its
people” - rather quality of life ofits
citizens. In fact for a democratic
socialistic country like ours,it is
incumbent on the part of the federal
government and that of the state
governments to assure minimum
standard of living in the form of
affordable food grains, housing and
livelihood to ensure socio-economic
development in the context of
human development index (HDI)
devised by international agencies
for ratings like UNO and ILO etc. It
is in this background,
universalization of social security as
announced by the present
government in budget 2015 coupled
with recent promulagamation of
recent insurance laws (Amendment)
Act 2015 are two sides of the same

coin which is the subject of this
article.

Before going to the effects and
challenges to the above two
important occurrences, let us find
out few facts regarding social
protection/ Insurance Coverage as
available to the citizens in the
country---

1. In a country of 1 billion
population, only 30% stands
covered in some social security
or insurance schemes, that too
mainly in organized sector and
in urban areas.

2. Private sector provides more
than 70% of the health care with
10 to 20% population having
access to public health care.

3. India’s health budget is less than
1% of the GDP resulting in out -
of pocket expenses amounting
to 60 to 70% income of general
public.

4. Some 300 million Indians slip
into poverty if they face health
problems.

BK Sahu

5. Some 10 million domestic
workers, 20 million hawkers/
street vendors and 40 million
construction workers have no
access to social security in any
form.

6. Insurance penetration is just
3.9% in India compared to 5.9%
in Singapore, 7.5% in U.S. &
world average of 6.3%.

There are some positive features in
social security schemes like ESI and
PF that in one contribution, the
beneficiary gets multiple benefits
and even without ceiling limit
involving health care related
benefits. Of course, recently the
authorities of ESI/ Ministry of Labor
as reported has imposed restriction
of Rs. 10 lakh on super-specialty
treatment and delegating power of
such referral to state governments
which of course will put the
beneficiaries to inconvenience due
to avoidable procedures and
processes as available in state
governments. Now that the
government has opened choice for
such workers to opt either for ESI
which till date is a compulsory
scheme for certain employers as per
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the ESI act or insured in insurance
scheme recognized by IRDAI as far
as Heathcare benefit is concerned
seem to be the best opportunity to
ensure universalization of social
security - what we can say a
confluence of government
controlled ESI/ Provident fund
schemes with that of insurance
schemes regulated by IRDAI which
is provided through public and
private insurance companies. Let
me clarify one important misgiving
in the minds of those who are
opining that insurance schemes
cannot match the benefits of ESI
both in quality and quantity which
doesn’t seem to be correct.
Insurance schemes offered by
insurers have health care, accidents
and death benefits takig in to risks
to which human beings are exposed
both in life and non-life areas.
Moreover, the so called no ceiling
in health care offered by ESI
schemes is to be seen in the context
of hardly 40% of the ESlIbeneficieries
availed such facilities and 1% super-
specialty treatment all these years.
I’m not going to the huge
administrative costs (both visible
and non-visible) and misuse of cash
benefits besides pathetic conditions
of ESI dispensaries and hospitals in
the states. At least now a worker or
a citizen will have a choice to pay
as per his paying capacity with
reference to his/her take home
salary and in return assured of
minimum social security in the form
of health care, accident benefits
and lump sum amount if death
occurs. Of course with greater
responsibility now cast upon
insurance agencies and IRDAI, they
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have to enhance quantity and
quality of existing benefits besides
adding new benefit like
unemployment allowance and
importantly keeping the low cost of
premiums through use of IT.

The recent decision to hike FDI in
Insurance business along with
related changes would be a game
changer for the insurance industry
as a whole and to the policy holders
in the following ways:

1. Availability of increased capital
inflow will enable insurers to
increase penetration of
insurance/ social security,
particularly to rural sector,
informal workers and untapped
population in urban areas.

2. With availability of improved
technology through foreign
companies, cost of insurance
services would be minimal,
besides making administration
of policy serving easier for the
agents and insurers etc.

3. The experience and expertise of
foreign insurance companies
could be utilized to set good
practices as far as integration
with other social security
schemes of Govt. of India is
concerned as well as for having
a robust training and 24X7
grievance Redressal both for
the service providers and
beneficiaries.

4. Last but not the least is having
Awareness about the recent
initiatives of social security
schemes/ insurance schemes -

so that benefits could reach the
general public, policy holders
and other players in the
insurance industry in educating
them. Here also the regulatory
authority along with insurance
agencies with the help of local
bodies, institutions like Asha and
Anganwadi workers could walk
the talk for the benefits of all.
This could also be adopted by
Social Security Schemes which
are mainly confined to urban
ares by involving Resident
Welfare Associations, Ex-
Servicemen Associations
&Corporators of Local Bodies of
State Government for effective
liaison between the Service
providers & the beneficiaries.

At the end, let the social security
schemes of Govt. of India including
of state governments and the
insurance schemes recognized by
IRDAI come together through an
appropriate mechanism to be
evolved by Govt. of India to achieve
the goal of “ Universalization of
Social Security “ coupled with recent
"Insurance Laws (Amendment) Act
2015". This synergy could translate
the dream of “Make in India" and a
"skilled secured work force" for
better living conditions of the
population while establishing India
as focus for business both at national
and international level.

BK Sahu, (Former Insurance
Commissioner, ESIC, Govt. of India),
Now with IRDAI Views expressed are
personal
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Deepening Economic Reform Process

The Insurance Laws (Amendment) Act is a major step forward

Abstract

he notification of

Insurance Laws

(Amendment) Act 2015 is a
major step forward, which will
possibly speed up the ongoing
reform process in the Indian
economy, and can take the Indian
economic development scenario
into new heights. Today, Indian
economy is considered as one of the
fastest growing economy in the
world, hence the most favourable
destination for investment by the
foreign investors, thus the passing
of this Act will play indispensable
role in fulfilling the development
objectives of the government, with
which the Act is perceived and
promulgated. Beyond any doubt |
feel the increase in the FDI cap in
insurance sector from 26% to 49% is
a welcome step in the right
direction for reforming and
reenergising the Indian Economy,
which needs immediate capital in
many areas of economy and
insurance is among them,

considered the most important key
area of the economy on which the
developmental backbone of any
economic engine depends. Further,
it can take Indian economy to high
growth trajectory in the years to
come which the present government
is visualising. Although concerns
were raised by many quarters about
its impact, infect these concerns
have some substance in it, but from
macro economic development view
point of the country they are of not
any significance, seeing the benefits
which the FDI will bring into Indian
economy is enormous in the long
run. It will integrate domestic
economy with global economy
closely, and the integration will lead
to mutually beneficial transaction
for both the sides.

Deep concerns have been raised by
many quarters, that insurance
sector will not get viable benefits
from the increase in FDI. There are
the industry leaders in the country,
who are well established and are
doing exceptionally well. They

Dr.Ashish Barua

reached the breakeven point and
don’t require further capital. They
will not be effected by the FDI
change, what so ever. However,
there are companies that do have
enough capital to diversify and have
not been doing too well. They are
the ones who are really excited
about the FDI reforms. Moreover,
there are the newcomers in the
industry who have been there for
the past four-to-five years but most
of them are in the process of
building up their product portfolios
and are, in fact struggling hard to
establish their credentials in the
market. They also need more
capital. But these opportunities
don’t really attract the foreign
players, not because India is no
longer attractive, but because they
are facing a lot of pressure in their
own domestic markets. These
concerns are not of any significance
seeing the benefit the FDI in
insurance will bring into India and
will contribute in the economic
development of the country.
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Understanding FDI

The Foreign Direct Investment
generally means “cross border
investment made by the resident of
an economy in the enterprise of
another economy, with the main
objective of establishing a long run
interest in the invested economy. In
other terms FDI is also explained as,
“an investment into the business
concern of a country by a company
in another country”. It is said that
majority of the investment is into
production segment , either buying
a company in the target country or
by expanding area of operations
of an existing business in that
country”. Economist says that such
mode of investments can take place
for many genuine reasons, such as
taking advantage of cheaper wages
rates, special investment privileges
available (e.g. tax exemptions)
offered by the country etc.

Reasons For Countries Seek FDI

* When the availability domestic
capital is not adequate for
purpose of the economic growth
and development of that
country.

o When the capital market is in the
process of development. Foreign
capital is indispensable, at least
as a short term measure, during
the period

e It brings it with other scarce
productive factors crucial for
economic development of a
country like, technical knowhow,
business  expertise and
knowledge

ircdeni

Benefits of FDI

e Brings and improves forex
position of the country.

e The best way to generate
Employment and increase
production.

e A tool of capital formation by
bringing fresh capital.

« Beneficial in transfer of new
technologies, management
skills, and intellectual property.

o Induce a sense of increases
competition within the local
market and this brings higher
efficiencies. The Consumers will
get commodities of daily use at
reduced prices level.

e Helps in boosting the exports.

e The way to Increases tax
revenues.

e Perhaps the best medium of
improving rural infrastructure. It
would help build the
infrastructure and create a
competitive market.

o Benefits’ of reducing wastage of
agricultural produce. Helps our
farmers to get better prices for
their crops.

o Large scale benefit will accrue
would be to small farmers, who
would be able to improve
productivity and realize higher
remuneration by selling directly
to the large organized players
and thus shorten the chain from
farm to the consumers.

e No doubt the Government too
stands to gain by this move
through more transparent and
accountable standard of
monitoring of goods and supply
chain management systems. It
can also expect to receive an
additional amount of USS$ 25-30
billion by way of various taxes.

e FDl in retail would really help in
building up much needed back
end infrastructure the country
requires. Further additionally,
the investments in the cold
storage chain infrastructure
would be able to reduce the loss
of agricultural produce and will
provide more options to the
farmers.

Reasons For Opposing FDI

e FDI is opposed because the
domestic companies perceive
and fear that they may lose their
business segment to the overseas
company.

o Similarly, the small enterprises
anticipates that they may not be
able to compete with the world
class big companies having big
brand name and may ultimately
be thrown out of the business.

o The fear is that large giants of
the world try to monopolize
business and will take over the
highly profitable sectors.

e Misconception is also that such
foreign companies invest usually,
more in the machinery and
intellectual property than in
wages of the local people.




The Government will find
difficult and has less control over
the functioning of such big
companies as they usually work
as wholly owned subsidiary of an
overseas company.

Concern that our prevailing
interest rates today are as high
as 14 per cent to 16 per cent how
do we under the circumstance
compete with the economies
which have a very low interest
rates like 4 per cent interest
rate.

India is not a low cost economy.
They say our infrastructure, our
trade facilitation, our prevailing
labour laws; all these factors
together don't make India low
cost. So do you want India to
become a centre where we allow
all foreign companies to come in
and set up these large business
chains which finally and
eventually instead of selling
domestic products out sourcing
internationally the cheapest
sources and selling those
products.

Concern is also that, even if big
retail companies help the
farmers in reviving their
economy, what plan does the
government has in advance for
the millions of middlemen who
are part of the countries
business process chain that
really ensures manufactured
products reach the end users.

We generally engage millions of
uneducated and semi-educated

people at various stages of retail
business spread across towns and
cities in the country but we are
afraid that Tesco and Wal-Mart
will only engage smart and
educated workforce in small
strength, comparatively.

The notification of Insurance Laws
(Amendment) Act is a major step
forward;

The notification of Insurance Laws
(Amendment) Act 2015 is a major
step forward, which will possibly
speed up the ongoing reform process
in the Indian economy, and can take
the Indian economic development
scenario into new heights. Today,
Indian economy is considered as one
of the fastest growing economy in
the world, hence the most
favourable destination for
investment by the foreign investors,
Thus the passing of this Act will play
indispensable role in fulfilling the
development objectives of the
government, with which the Act is
perceived and promulgated. Beyond
any doubt | feel the increase in the
FDI cap in insurance sector from 26%
to 49% is a welcome step in the right
direction for reforming and
reenergising the Indian Economy,
which needs immediate capital in
many areas of economy and
insurance is among them,
considered the most important key
area of the economy on which the
developmental backbone of any
economic engine depends. Further,
it can take Indian economy to high
growth trajectory in the years to
come which the present government
is visualising. Although concerns

were raised by many quarters about
its impact, infect these concerns
have some substance in it, but from
macro economic development view
point of the country they are of not
any significance, seeing the benefits
which the FDI will bring into Indian
economy is enormous in the long
run. It will integrate domestic
economy with global economy
closely, and the integration will lead
to mutually beneficial transaction
for both the sides.

Why FDI is needed in insurance?

FDI is needed in the insurance as it
will bring in the requisite growth
capital from the foreign promoters,
better insurance business practices
not available in the country and of
course the new type of international
exposure from the foreign players
and thus certainly will help in
deepening the penetration of
insurance products in the Indian
rural markets also, where still
insurance penetration level is
abysmally low. Further, no doubt
this would encourage foreign
investment in a big way in to the
country and will enhance free flow
of knowledge and intellectual inter-
exchange, benefiting the insurance
sector as a whole; right from
product innovation , distribution &
in building an effective customer
service mechanisms in the country.

Indian economy is growing fast. It
is at a stage of development where
it needs not just investments, but
also technology-expertise, and
effective management policies to
sustain and enhance its graph of
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economic growth which is surging
high. If we see the Indian insurance
industry it is, suffering with a
phenomenon called as the silent
growth and undergoing
consolidation, needs a major push
in the form higher investments
immediately. One must understand
that Insurance being a capital
intensive industry, this provides
enormous amount of opportunity for
greater penetration as well as
product innovation suiting the needs
of a larger economy like India, only
requirement is investment which is
direly needed in this sector, which
can push the economic development
engine of the country. For an
industry that has a enormous ‘on
ground’ infrastructure facilities
available, that combines with
branches, employees as well as
agents at the grass root level, this |
think this could be the big ‘shot in
the arm’ for the reform initiative
that the government has been
driving. It will inject the capital into
the insurance industry and which
will have a positive impact on Indian
economic growth rate in the years
to come creating innumerable
opportunity for the people of the
country.

Although it is belief that the benefit
of this step will go to the private
sector insurance companies to a
large extent than government
sector which require huge amount
of capital. At the operational level,
foreign joint-venture partners are
already very involved in the industry
and they bring the innovative
product and the risk-related

ircdeni

expertise. Generally, such
arrangements have worked well.
Along with bringing capital for
future growth, FDI will bring a
degree of comfort and ease to the
foreign partner. Another advantage
of enhancing0 FDI limit will be to
grow the industry by increasing
customer penetration with a wide
range of innovative products at a
reasonable premium that are
focused on today’s uninsured
population. If we see the life
insurance industry, we will find that
it is of long term in nature and
requires years of capital infusion
before it can sustain itself. The
arrival of more foreign players in life
insurance business will introduce
more product and channel
innovation with the increase in
competition. Thus, the growth and
development of life insurance sector
will further give a huge boost to the
tertiary sector in India.

Concerns

Concerns have been raised by many
quarters, that insurance sector will
not get viable benefits from the
increase in FDI. There are the
industry leaders in the country, who
are well established and are doing
exceptionally well. They reached
the breakeven point and don’t
require further capital. They will not
be effected by the FDI change, what
However, there are
companies that do have enough
capital to diversify and have not
been doing too well. They are the
ones who are really excited about
the FDI reforms. Moreover, there are
the newcomers in the industry who

SO ever.

have been there for the past four-
to-five years but most of them are
in the process of building up their
product portfolios and are, in fact
struggling hard to establish their
credentials in the market. They also
need more capital. But these
opportunities don’t really attract
the foreign players, not because
India is no longer attractive, but
because they are facing a lot of
pressure in their own domestic
markets. Other opponents argue
that the hike would have an deep
adverse impact on the economy and
decision will enable the foreign
companies to gain control over the
domestic savings. Consequently, the
disturbances in foreign finance
market will have much larger
deeper impact in the country’s
economy.

However, the arguments of
proponents of the Act are more
acceptable than that of opponents.
RBI considered that as the economy
integrates further with the global
economy and domestic economic
and political conditions permit,
there may be a need to relook at
the sect oral caps (especially in
insurance) and restrictions on FDI
flows (especially in multi-brand
retail). RBI report on FDI stated that
the demands for increasing the
present FDI limits of 26 per cent in
the insurance sector may be
reviewed taking into account the
changing demographic patterns as
well as the role of insurance
companies in supplying the required
long term finance in the economy.
And since insurance is having a high




period of gestation, capital
intensive business and the sector
needs fresh capital to fund its
existing businesses and expansion.
Growth of insurance sector will also
help in developing other sectors and
providing capital to the government
for long-term infrastructure
projects. If we see the Cross-country
analysis, it also supports the
increase in FDI limit as sect oral cap
was higher than India even in China
for insurance and a few other
sectors, while countries like Brazil
and Russia have also higher sect oral
caps than compare to India across
most of the sectors.

One must understand that the
fundamentals of the Indian economy
are very strong under new
government. And the reforms
initiative, if implemented will be
the turning point for fast
development of the Indian economy.
The best part of Indian economy is
that, we have strong domestic
consumption pattern, rural health,
education facilities, improved world
class connectivity, high savings
rates, low dependency of economy
on exports, a burgeoning middle
class population, positive
demographics features, talent pool
of people and intellectual capital
are some of the key strengths of our
economy, supported by a majority
popular new government , headed
by dynamic leadership.

Some concerns were also rasied,
somewhere down the line, that we
did not pay enough attention to re-
engineering in the country and

making our institutions
contemporary with the growing
needs and the changing environment
globally. One of the indispensable
underlying needs is the building of
an institutional and financial
infrastructure aligning with the
global standards quickly and | think
the latest move is a right step in the
right direction.

With the new government’s stress on
speeding the reforms process, steps
taken by IRDA to make insurance
more consumer-friendly and India’s
favourable demographics, the future
of India’s insurance industry looks
good .It is a fact that India being
viewed as a land of contradictions
is a fairly common refrain. From
hustling-bustling metropolises to
lightless remote villages, there is a
huge variance in different aspects
of our life. Nowhere is this amount
of variance as amply clear as it is in
the insurance sector in India.
Consider this, with country having
52 insurance companies; India’s
insurance sector is considered as one
of the largest in the world in terms
of volumes of money involved. The
irony is yet, insurance is not as
pervasive in India as it should be, as
only about 25 percent of the people
have general insurance cover. | think
this dichotomy of market-size and
market cover is one of the biggest
lacunae in the insurance sector,
lacunae that the government hopes
to fill through privatization. The
ongoing reform process if
implemented will change the
development scenario of India.

Conclusion

Critics say that the Insurance is a
long-term contract. An insurance
company deploys funds in long-term
investments in order to be able to
pay claims that may arise in the
future. Insurance funds are thus
suitable for developing national
infrastructure and the process o f
capital formation. In a developing
country like India, the government
is suppose to retain some control
over domestic savings instead of
allowing foreign investors to have
control over Indian savings. They
also say that the companies that
have been in insurance business for
10 years can raise fresh capital as
per regulation. If they really do need
capital, why not go to the open
market to raise resources? Why do
they have to wait for foreign
capital? Reason being that India is
still an attractive and potential
market for foreign capital in the
medium to long term. The insurance
markets in the advanced capitalist
economies are in the stage of deep
stagnation. They find the
demographic features and
composition of the Indian
population very attractive — 65 per
cent of Indians are under
35.Tremendous opportunity Indian
market possess. They will exploit
Indian financial market for their
own advantage. What happen if FDI
suddenly go back from India, will it
not create economic chaos.

Finally, I will conclude that despite
concerns about the Insurance
Amendment Act, which will increase
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FDI in insurance sector, the fact
which all will agree that the
Government as well as the Private
insurers will benefit immensely from
the proposed hike of FDI; these
companies will offer better and
wide range of insurance products to
customers at larger competitive
prices. Thus, the market will find
healthy competition among the
various insurance players, jostling
for providing the best product
offerings and services connected
with insurance selling and customer
satisfaction. FDI will help smaller
insurance companies to break-even
faster and help monetize (convert
into currency) the holdings of the
promoters of the older life insurance
companies. Immediate capital
inflows of $2 billion and long term
inflows of about $10 billion can be
expected. The industry has been
cautious in selling products which
are capital intensive, it will be able
to become more aggressive. Further,
Insurers will not just get capital but
also technology and product
expertise of the foreign partner who
is the domain expert. We can expect
about 100 life and non-life insurance
companies to serve a market of our
size. Increasing FDI could see 25-30
new insurers entering the market.

With the population of more than
100 crores, India requires Insurance
more than any other nation.
Insurance is deeply connected with
economic development of any
country. However, the insurance
penetration level in the country is
only around 3 percent of our gross
domestic productGDP) Increased
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FDI limit will definitely strengthen
the existing companies and will also
allow the new players to come in,
thereby enabling more people to
buy life cover. With more money
coming in, the insurance companies
will be able to create more jobs to
meet their targets of venturing into
under insured markets through the
improved infrastructure, better
operations and more manpower.
Insurance penetration in India is
abysmally low compared to the
global average.

The insurance sector is in dire need
of capital for expansion and has to
ensure better access to insurance
services, especially in rural areas
and especially for economically
weaker sections of our society.
Increasing of the foreign equity cap
from 26% to 49% with the protection
of Indian Ownership and domination
is a critical aspect of the Insurance
Act, which will potentially increase
capital availability and can
contribute immensely in the ongoing
reform process..

The Act is aimed also at allowing
insurance companies to generate
capital through new and innovative
instruments, which would help
capital intensive insurance industry
to generate resources for business
growth; The Act will also enable
empowering IRDA to regulate key
aspects of Insurance Company
operations in areas like solvency,
investments, expenses and
commissions, which is in keeping
with global best practices of
regulation.. The Act will also

substantially enhance penalty
provisions to ensure compliance
with Insurance Laws by companies,
which is essential to uphold the
consumer interest. FDI in Insurance
is a welcome step and will certainly
see Indian economy marching ahead
in the economic development
scenario ahead of many economies
of the world.
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Foreign Investments in Indian Insurance Industry:

An Assessment

l. Introduction

To promote competition and
efficiency in the Indian insurance
industry, Government of India has
liberalized the sector in 2000.In the
post-reform period (2000-01 to
2013-14), the insurance sector has
recorded an impressive growth,
with life insurance business at a
CAGR of 18% in total premium & 21%
in new business premium collections
and non-life segment grew by 16%.
This impressive growth has been
driven by the entry of new players
with significant growth aspirations
and capital commitments, which is
noticeable in terms of products,
policies and premium underwritten.
However, at present the industry
faces a sluggish period due to the
declining economy growth rate,
persistent higher inflation and
slower rate of household savings,
which brings to facade the big
challenge of profitability. In this

period, a number of private insurers
have accumulated huge loss, which
may not due to inefficiency but due
to the nature of this business and
higher establishment costs.Further,
certain regulatory actions by
Insurance Regulatory and
development Authority (IRDA)as
well as various external events in
the past few years, have questioned
the future performance of the
industry.

Despite continuous efforts made by
Government and IRDA, the
insurance penetration in India is
staggering at a very low level (3.90%
in 2013), compared to other
countries like US 7.5%, UK 11.5% and
South Africa 15.4%. So, there is a
need for further expansion of
insurance business in the country,
whichrequireshuge amount of
capital. This is a challenging task
for the domestic promoters to
infuse more capital as they are not

Tapas Kumar Parida

able to raise capital from the capital
market, due to tight regulations,
unlisted in the exchanges, and weak
business environment. This is the
appropriate time when the
Government should extend a helping
hand and support the stressed
insurance business in India.

Il. Regulatory Reforms in Indian
Insurance Industry

a) 1st Phase of Insurance Reform

In India, insurance regulation is an
age old; however, the first major
milestone in this journey was the
passage of IRDA Bill in the
Parliament. The key objective of
IRDA includes promotion of
competition, so as to enhance
customer satisfaction through
increased consumer choice and
lower premiums, while ensuring the
financial security of the insurance
market. The IRDA opened up the
market in August 2000 with the
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invitation for application for
registrations. Foreign companies
were allowed ownership up to 26%
in equity shareholding of private
companies. The objective of
deregulation was to expand the
coverage and spread awareness
about insurance, in a view that the
interests of the policy holders would
be better served. It was also felt
that the country has a vast potential
market to be tapped, which can be
done only when the competition in
the industry will intensify and the
companies will spread their wings
across the country by offering a
variety of products catering to the
demands of the people. It was also
recognised that competition would
generate a healthy attitude towards
redressal of consumer grievances
and improve the quality of service.
So, the sector experience over a
decade of public and private
insurers are operating together and
the industry has achieved a
phenomenalgrowth in almost all
areas.

b) 2ndPhase of Reform

The next phase of reform can be
traced back to the introductionof
Insurance Laws (Amendment) Act,
2008 in the Parliament. The bill
referred to the Standing Committee
on Finance (under the Chairmanship
of Shri Anant Kumar) for
examination and suggestions. The
committee submitted its report to
Parliament on 13th December 2011.
However, the Union Cabinet on 11
May 2012 deferred a decision on
modifications to the insurance
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amendment Act as it did not see
great hurry in moving changes to the
law if it could not increase the
foreign direct investment in the
sector. Again, the Government tried
to introduce the bill in the Winter
Session of Parliament in October
2013 but wasn’t able to push the
insurance sector reforms. However,
the Modi led NDA Government came
into power in 16 May 2014 and the
finance Minister Mr. Arun Jaitly,
announced in his first Union Budget
2014-15 speeches on July 10, 2014,
to increase the FDI limit up to 49%
from 26%, with full Indian
management and control through
the Foreign Investment Promotion
Board (FIPB) route.

In the winter session of the
Parliament in December 2014, the
Cabinet cleared the parliamentary
(Select) committee's recommend-
ations for a composite cap of 49%
on foreign investment in insurance,
which includes both foreign direct
investment and foreign portfolio
investments. The select committee
had in its report recommended 110
amendments to the Bill. In order to
win Congress support, it had
adopted 88 amendments proposed
by the Congress earlier. However,
the bill was stuck in the Rajya Sabha
where the NDA is in minority. Finally,
on 26 December 2014, Government
has passed the Insurance Laws
(Amendment) Act 2015, which is
virtually the entire Insurance Bill as
amended by the Select Committee.
The main changes to the existing law
includes, (i) foreign investment cap
rose to 49%, management

‘controlled’ by Indians. The
definition of "control” borrows from
the Companies Act 2013, and is
defined as the right to appoint a
majority of the directors, to control
management, and to control policy
decisions. (ii) Foreign companies are
allowed to open branches to
undertake reinsurance business in
India; (iii) Lloyd's is permitted to
access the Indian market as the
branch of a foreign Reinsurer; (iv)
the Securities Appellate Tribunal
(SAT) may now hear appeals against
the orders or decisions of the IRDA
and (v) fine may now be imposed
for carrying on insurance business
without registration. Fines for other
breaches of the statutory and
regulatory framework have also
been significantly increased.Finally,
after 6 years of ups and down,
Government on 23 March 2015
notified the Insurance Laws
(Amendment) Act 2015 in the
parliament, which would become an
act, when President signs it.

Further, in the Union Budget 2015-
16 on 28 February 2015, the finance
minister has announced a number
measures to increase insurance
penetration in the country,
especially in the health insurance
segments. Some of these are:

e In line with Pradhan Mantri Jan
Dhan Yojana (PMJDY), the
Finance Minister launched
Pradhan Mantri Suraksha Bima
Yojana (PMSBY) that will cover
accidental death risk of Rs 2 lakh
for a premium of just Rs 12 per
year i.e. Re 1 per month.
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A Social Security Scheme that
was announced is the Pradhan
Mantri Jeevan JyotiBima Yojana
(PMJJBY), which covers both
natural and accidental death risk
of Rs 2 lakh.The premium will be
Rs 330 per year, or less than one
rupee per day, for the age
groupof 18-50 Years.
Interestingly, all the
contributions will be transferred
from  their Jan Dhan
accountsdirectly. So, this move
will give an additional boost to
the banking industry in India.

Government has proposed to
increase the health insurance
deduction limit under section
80D to Rs 25000 from Rs 15000.
Increased tax sops are aimed at
helping tax payers to buy
enhanced covers for themselves.
Senior citizens above 80 years of
age with no health insurance
cover are allowed a deduction of
Rs 30,000 towards expenses
incurred for health care.
Deduction available under
Section 80DDB for senior citizen
has been hiked up to Rs 80,000
from extant Rs 60000. The
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deduction now stands at Rs
80,000 or actual whichever is
lower.

lll. FDI Limit Hike and Its Impact
on Equity Capital of the Insurers

The FDI cap hike would help the
insurance industry in two ways; (i)
may help the insurerto access
capital more easily, and (ii) could
act as a trigger for the listing of
insurance players. However, it is not
clear about how FIPB will consider
the proposal for approval of the
extra 23% (49% minus 26%)
investment in the company. In our
view, this may happen in two
scenarios: first, dis-investment of
the Indian promoter’s stake to 51%
from 74%; or Second, by keeping the
Indian promoter’s stake at present
level (in amount), but increase the
foreign investments, so that the
new ratio of domestic and foreign
insurer stake would be at 51:49.

In our view, However, we feel
Government should favour the
second scenario, i.e., to issue of
fresh shares for extra foreign
investments, rather than sale of
shares by domestic promoters. In

Table 1: Estimated Additional Capital Flows
to the Sectordue to FDI Limit Hike

Private Insurers Equity Capital (Rs crore)

FY14 Scenario Il Scenario |
Life 25,839 11,627 6,537
Non-Life 6,226 2,802 1,718
Specialised Health 1,684 758 472
Total Equity Capital 33,749 | 15,187 (52.5 bn*) 8,727

Source: IRDA & Computed;

* assuming $1= Rs62

this scenario, our estimates show
that insurance companies may
receive around 15187 crore (52.5
billion, assuming $1 is 762) of
additional foreign investment in the
way of hike in FDI limit. But, if
Government will allow to the
domestic promoters to divest their
stake (first scenario) in the
insurance companies, it is estimated
that a maximum of 38,727 crore
additional investments may flows to
the industry, through foreign
investments. However, the
objective of hike in FDI limit may
not be achieved, as the capital base
will remain same and the insurers
will not be able to expand their foot
print to achieve the national agenda
of financial inclusion.

IV. Benefits to the Stakeholders

The efforts made by the
Government and the regulator
(IRDA) to revive the insurance sector
arecommendable and needs to be
acknowledged.The impacts of these
changes to different stake holders
are outlined below:

o First, the insurance industry not
only protects human life but is
also a key resource for raising
funds for the country’s
infrastructure. According to the
12th Plan, India needs to spend
about $1.2 trillion on
infrastructure build-up and
expansion, and there’s almost a
$300 billion gap in funding. The
increase in FDI limit in insurance
is one way of meeting this
requirement.
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Second, insurers need capital to
maintain a healthy base, offer a
wider bouquet of products, and
protect consumer interests
against insolvency. So, the
increase in capital inflow will
enable the insurers to offer
products that are capital-
guzzling, but work in the
customer’s interest without
taking a toll on their bottom
lines. It will also give domestic
players access to the state of art
technology to upgrade their
distribution systems towards
deeper product expertise and
better underwriting skills. The
increased capital inflow is also
likely to give a fillip to relatively
new private life insurance
companies that have seen a
decline in new business premium
over last two years.

Third, the FDI limits hike also
opens up doors for two non-life
insurers (namely L&T General
Insurance and Reliance General
Insurance), one health insurer
(namely Religare health
insurance) and three life insurers
(namely Exide life, Sahara India
Life and Shriram Life) to sell
their stakes to overseas
companies, which is owned 100%
by the Indian promoters. Further,
thiswill also incentivise
insurance intermediaries such as
brokers and web aggregators
through higher commissions.

Fourth, the insurance bill may
help the banking fraternity in
two ways; (i) the big banks like
SBI, ICICI Bank, may reap higher
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revenues (non-interest income)
due to their wide distribution
network, as international
companies may pay a premium
to exploit their franchise. (ii)if
the first  scenario of
disinvestment (refer section lll)
is considered, then public sector
banks (PSBs) may be benefited to
sale their stake in insurance
business to meet the capital
requirement under Basel IlI.
However, it is not advisable to
PSBs to sale their stake in
insurance, as banking business in
the current scenario is under
stress, with higher non-
performing assets and low
interest income.

Fifth, the Union Budget moves
will encourage people to take
health insurance policy, given the
fact that penetration of health
insurance is quite low in India
compared to other emerging
economies. This may increase
the health insurance penetration
in India, as it is staggering at
around 5% overall with about 13-
15% in urban areas.

Sixth, finance minister proposed
to create a new cess called
Swachh Bharat Cess, for which a
cess of 2% will be levied as
service tax on all or any of the
taxable services for financing and
promoting Swachh Bharat
initiatives or for any other
purpose relating thereto. In our
view, this will have a cascading
effect on the cost of services
including insurance.

« Finally, the life insurance sector
has been completely ignored in
the budget. However,
Government has increased limit
from Rs 100,000 to Rs 150,000
Lakh in the New Pension Scheme
(NPS), which is a positive move.

V. Concluding Remarks& Way
forward

The Indian insurance industry has
always been an attractive market
for global insurers to expand their
business in the country, mainly due
to demography profile and untapped
business opportunities. However,
the FDI limit for insurance in India,
is the lowest globally. China,
Indonesia and Malaysia have an FDI
limit of 50%, 80% and 51%
respectively. Japan, South Korea,
Vietnam, Hong Kong and Taiwan
allow 100% FDI. In this context, the
Government’smove to increase the
FDI limit in insurance is a welcome
move, which aims at the global
investors to bring in the much
required foreign capital to meet the
industry needs. This may help the
insurers to expand their footprint
to support Government’s objective
of financial inclusion, through
insurance inclusion in the country.

However, there is a need that the
Government should simplify the KYC
norms and demat accounts to a
single unit across all financial
products, which will benefit the
insurance inclusion in the country.
It is also feasible to provide a
separate cap of Rs 50,000 for life
and health insurance, under 80C
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deductions, which will help all the
stakeholders.

With tax sops let's hope it’s a
beginning of ‘acche din (better
days)’ for the insurance industry, as
this may encourage people to invest
in long term savings instruments like
life insurance.Hope budget moves
would be positive for all the stake
holders!!!
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“The Insurance Laws (Amendment) Act 2015
Good News for the customers also

ost people think that

Insurance Laws

(Amendment) Act, 2015 is
all about increasing FDI limit to 49%
for private insurers. While
increasing FDI limit from 26% to 49%
is definitely an important provision
of the Ordinance, there are more
important provisions in the Act and
we may discuss some of these here.

But, let us begin by discussing what
can happen if the private players are
allowed to bring 49% equity.
According to one estimate, this can
bring about Rs 50,000 crore in the
industry. So, it is believed that the
money will enable the insurers to
set up offices in the rural areas
which will enable people to buy
more insurance policies and that
will increase both
penetration and insurance density
of the country.

insurance

The problem is, a lot of people
consider insurance industry as a
“capital
Unfortunately, it is not really so. In
a capital intensive industry, it is
possible to generate more output,
income and employment by
investing in plants and machineries.
In insurance and specially life
insurance, there is always a need
to create insurance awareness. Most
of the Indians need insurance and
yet it is not very simple to sell
insurance to them. In our country,
even the most educated elites are
not too appreciative about the value
of insurance. They still buy policies
for tax benefits and compare return
from traditional insurance policies
with that of other investment
instruments.

intensive” industry.

In 2011, Max Life and NCAER
conducted an Insurance Awareness

- Nirjhar Majumdar

Survey sponsored by [RDA.
Thousands of rural and urban
households across the country were
surveyed and their attitude towards
insurance was assessed. It was found
that 59.5% of uninsured households
do not know that a life insurance
policy can compensate a family
financially for loss of life of the
breadwinner. What is more baffling
is that 48.7% of insured households
do not know that the policy can
compensate for loss of life of the
assured! It is also unfortunate that
40% uninsured Indians still consider
insurance as an irrelevant thing in
their lives.

Who is the major supplier of
information about insurance in
India? 70% of insured households
(rural and urban taken together) get
all such information from the
agents. Visual media comes at



distant second (39.4%) followed by
friends/relatives (37.8%). So,
Indians are heavily dependent on
agents for purchase, servicing and
claim settlement everywhere in the
country. So, the insurers need to
educate agents more and should
make them real professionals.
Otherwise, it will be difficult to sell
insurance to uninsured Indians. At
the same time, the insurers should
spread more and more insurance
awareness among all sections of the
people. | believe money should be
spent on generating more insurance
awareness and making agents and
other insurance intermediaries
more professionalized. This will
fetch returns in the foreseeable
future. This job can be done by both
public and private insurers acting
together.

It is not the fact that private
insurers could not go into rural
India. In fact all insurers taken
together always have more offices
than LIC during 2007-14. However,
the private insurers closed down
many offices in the last few years.
The table given below says it all.
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In this industry, what matters is not
the number of brick and mortar
offices but insurance awareness,
professionalism of the agents and
customer centricity. LIC has a good
number of professional agents and
they know how to maintain
customer relationship. LIC’s brand
image is that of an honest and
transparent corporate citizen. That
is why people consider LIC as a
trusted brand and that is helping the
organization to do business. Future
business of any insurer will come on
the basis of services rendered by
them to the customers. Again,
success of an insurance company
depends on its Persistency Ratio,
too. The Persistency Ratio of most
of the insurers is below 50%. In life
insurance industry, it is not enough
to sell insurance, it is more
important to keep them in force for
a long period of time. For that, the
employees and field officials have
to be made more and more
customer centric.

More Responsibilities for Insurers

While 49% equity is a great bonanza

brought a lot of changes in which
the activities of the insurers will be
monitored by IRDA. So, while the
insurers get a lot of money, their
responsibility towards customers
also increases a lot.

IRDA can investigate or inspect the
documents of not only the insurer
but also that of its intermediaries,
service providers and contractors.
That means, Ordinance gives huge
power to the Authority in its
investigation work. In fact, insurers
can now be pulled up for any wrong
practices of the agents and can be
fined up to Rs. one crore for that.

Again, if any Director of an
insurance company does something
detrimental to the interests of the
policyholders and proper action is
not taken against him by the insurer,
the penalty can be Rs one lakh for
each day of delay in taking proper
action, subject to a maximum of Rs.
one crore. All such measures give
customer a lot of protection against
the wrong practices of the insurers/
intermediaries. So, insurers will be
prompted to sell policies properly

for the insurers, the Ordinance also and also resort to better
Table-1: Offices of the Life Insurers in India as on 31st March of 2007-2014
Insurer 2007 2008 2009 2010 2011 2012 2013 2014
Private 3072 6391 8785 8768 8175 7712 6759 6193
LIC 2301 2522 3030 3250 3371 3455 3526 4839
Industry 5373 8913 11815 12018 11546 11167 10285 11032

Source: IRDA Annual Report 2013-14
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underwriting and customer

servicing.

The Ordinance provides new
Adjudication and Appellate
Mechanism in respect of various
kinds of penalties. IRDA can not levy
just any penalty it chooses. The
insurers have been given a right to
contest the penalties imposed by
the Authority at an independent
appellate body known as Securities
Appellate Tribunal.

The Ordinance has done something
very special in the way the insurers
can invest their funds. Now an
insurer is able to invest in more than
10% of a particular company’s
shares. This can help the insurers
in generating better returns on their
investments. The maximum limit of
investment into one company can
however be decided by IRDA only.

Another change in the Act for the
insurers and intermediaries is that
the cap on management expenses
and commission will be determined
by the IRDA and not by the Act. That
means, commission rate can vary
according to the nature of a
product. The insurers can not give
excessive commission under any
product as that will mean depletion
of policyholder’s funds which will
ultimately reduce the return under
the policies.

Insurance Agents have to be
careful

In order to ensure selling of
insurance policies in right way, the

ircdeni

Ordinance has proposed stringent
penalty on the practice of offering
rebates. If any agent is proved to
have given rebate while selling a
policy, a fine will be imposed which
can be as high as Rs. ten lakh.
Earlier this penalty was a meager
Rs 500. That was surely not enough
to prevent the rebating taking place
in many situations.

The Ordinance allows the insurance
companies to appoint their own
agents. But, if any person is found
to be acting as an agent without
having the requisite qualifications,
he may be fined for an amount up
to Rs ten lakh. The insurance
company which avails the services
of such unscrupulous person may be
fined for an amount up to Rs one
crore.

More Protection for the Customers

| find that the new Ordinance is
actually more beneficial to the
customers than any others. In the
above sections, | have mentioned
how insurers and intermediaries can
be in trouble if there is serious lapse
in the way policies are sold and
serviced. There are more provisions
for the customers.

The ordinance has created a new
class of nominees known as
“beneficial nominees”. Earlier, a
nominee did not have any title.
Now, the beneficial nominee who is
either a parent or child or spouse
can get the money under all
circumstances and they don’t have
to share the claim money with any

other persons. If a life assured dies
after maturity date but before
receiving the policy money, the
nominee will get the full claim
amount. Again, if the life assured
dies before the maturity date
(resulting in a death claim) and the
nominee also dies before receiving
the money, the claim amount will
be payable to the legal
representatives of the nominee. It
is a new privilege for the life assured
and the nominee. It serves the
purpose of taking a life policy by
the customer in a better way.

But the most important change has
been made in Section 45 of
Insurance Act, 1938. The Ordinance
says that no policy contract can be
cancelled after three years from the
date of acceptance of the risk. The
important corollary of this provision
is that no policy can be repudiated
under the ground of mis-statement
of facts after three years from the
date of acceptance of the proposal.
That means, insurers have to be very
careful in selecting lives and they
have to take appropriate premiums
to cover high risks.

This is great news for the customers.
Once three year period is over, they
are sure that the insurer can not
repudiate or partially repudiate a
death claim under any pretext
whatsoever. The claimant does not
have to run from pillar to post for a
fresh review of the insurers’
repudiation decision. But, this also
means that insurers have to be very
cautious while accepting risks under
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high risk cover plans like term
insurance plans etc. Not only that,
they have to classify the risks
properly at the proposal stage and
take appropriate premiums from
each group of policyholders. Now,
the people can take life insurance
cover with much greater
confidence.

Ordinance can bring qualitative
change in insurance industry

This ordinance is not just about
raising the FDI limit from 26% to
49%. But, it will surely help the
insurers to do a lot of important
things. They can bring a qualitative
change in the way they operate in
the market, with the money that
they will acquire from foreign
partners. But, legislation alone will
not generate demand for insurance.
The insurers have to understand

A\
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people’s real needs. All insurers have
to maintain better relationships with
the customers so that half the
policies do not lapse within five
years. LIC is a trustworthy brand in
India because people know since
1956 what the organization has done
for the customers and also for the
nation. The private insurers have
also to do that in order to earn
people’s faith and confidence.

Technology, legislation etc are great
enablers for doing business. But, in
life insurance the insurers have to
take care of the customers for a long
term and therefore, innovative
customer connect initiatives are
required.

Customers have reasons to be happy.
They will get a better deal from the
insurers and intermediaries. Agents
have to be more careful while doing

business. There is immense
potential in the market to sell life
insurance comfortably. If insurers
spend more money in spreading
insurance awareness and also
professionalizing the insurance
intermediaries, there can be real
spurt in the life insurance business.

*** All views expressed here are
personal.
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ISSUE FOCUS

New Insurance Regulations are more

Transparent & Customer-friendly

Federation of Indian
Chamber of Commerce and
Industry (FICCI) and the

Boston Consulting Group (BCG)

report titled ‘India Insurance -

Turning 10, Going on 20’ reveals that

the insurance industry will continue

to outpace the rapid economic
growth to reach USS 350-400 billion
in premium income by 2020, making

India amongst the top three life

insurance markets and top 15 non-

life insurance markets by 2020. The
report states that the total
penetration of insurance (premium
as percentage of GDP) has increased
from 2.3 percent in 2001 to 5.2
percent in 2011. In addition there
has been a vast increase in the
coverage of insurance. The number
of life policies in force has increased
nearly 12-fold over the past decade

and health insurance, nearly 25-

fold. This progress has been aided

by the dramatic shift in the
availability of products, for
example: better term, ULIPs, whole
life, maximum NAV guarantee, auto
assistance, auto pay per km
insurance, disease management,
wellness, etc. The report estimates
the total insurance premium at
approximately INR 17 lakh crores to
INR 22 lakh crores in 2020 (with life
being INR 15 lakh crores to INR 20
lakh crores). This massive growth
will have a significant impact on
India’s ranking in the global
insurance industry and is based on
strong fundamentals. The insurance
sector is continuously evolving and
requires continuous changes by the
government and the regulator to be
competitive. The year 2014
witnessed some landmark changes
in the insurance sector. One of the
most recent changes is the proposal
to increase the foreign investment

Jagendra Kumar

cap to 49% from 26% for the sector.
This has been a long pending reform
which the newly elected
government had taken up on a
priority basis. Increase in FDI limit
will not only give the insurance
sector the much needed access to
foreign funds, but will also make the
sector more competitive and open
for growth. Access to international
best practices and entry of mature
players in the industry will help in
the strategic development of the
sector.

The Insurance Regulatory and
Development and Authority of India
(IRDAI) plans to bring out a host of
new regulations to support the
Insurance Laws (Amendment) Act.
As per IRDAI about 40 regulations
would undergo changes or replaced
with fresh regulations in the next
few months. With the Bill notified,



global reinsurance companies are
likely to open branches in India.
Apart from the changes in the
foreign direct investment, there are
several changes in the Act. IRDAI is
in the process of formulating
appropriate regulations to support
this framework. The Act had given
more freedom to insurance
companies to appoint agents and
also put corporate agents into the
intermediary space. The regulator
would bring out regulations on
expense management as well. Some
insurance products were made
complex, making them vulnerable
to misunderstanding and mis-
selling. Through technology,
insurance products would be made
more affordable. Common Service
Centres, insurance repositories and
use of Aadhaar card would be the
game-changers for the insurance
sector. There are unregulated
entities operating in the insurance
space with opaque compensation
structures. There has to be early
identification of these and
information about such activities
should be immediately passed on to
the regulator. The control of
expenses would become very
important, especially now that
newer investors would be coming
into the country. The tendency to
have premiums lower than burning
costs (estimated cost of claims in
the forthcoming insurance period)
in some group businesses should also
be curbed.
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WIN-WIN
CUSTOMERS:

SITUATION FOR

Insurance laws and regulations in
India takes care of all matters
related to various insurance
companies in the country. Much of
the development and growth of the
insurance sector in India is due to
the government's decision to
nationalize the insurance business
and to allow private and foreign
insurance companies to establish
their businesses here. In India, there
is one regulatory authority i.e. IRDAI
which oversees different
functioning of the life insurance
companies and provide them with
guidelines. The insurance Sector is
one of the most competitive sectors
in India today. With 28 players in
the non life insurance business and
24 life insurance players, the
industry has come a long way since
the time when there was only one
player in the market - Life Insurance
Corporation. In 2000, the sector was
liberalised by the Government. Over
the past 14 years, the sector has not
only  witnessed increased
competitiveness due to the
presence of multiple players, but
has also seen several product and
operational innovations. The
Insurance  Regulatory and
Development Authority of India is
the sole authority which frames
regulations for the sector, ranging
from registration of insurance
players to protection of policy
holders’ interest, thus aiming to
regulate and promote the growth of
the insurance sector. The

contentious Insurance Laws
(Amendment) Act is expected to be
a win-win for customers with
provisions
policyholders' interest.

made to benefit

India’s Insurance Regulatory and
Development Authority have issued
several new regulations which have
a significant impact on the country’s
life insurance sector. Changes
include new regulations for non-
linked and linked insurance
products, reinsurance of life
insurance business, Appointed
Actuaries, investments, scheme
amalgamation and transfer of life
insurance business, the standard
proposal form for life insurance, and
places of business, as well as
amendments to existing rules for
and the
insurance

insurance brokers
registration of

companies. The government’s
intention to get its reform agenda
rolling with a nod to the insurance
Bill looks within reach. The decks
had been cleared on accepting the
government’s move to invite all
types of institutional and portfolio
investment as part of foreign
investment in the insurance sector.
The report, which was accepted
without much opposition, only
inserted the phrase “all types of
institutional investments” within
the clause on inclusion of foreign
institutional investors. The issue of
Indian ownership and control as
recommended by the select
committee has been defined in the
Bill with “control” including the
“right to appoint the majority of
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directors or to control the
management or policy decisions,
including by virtue of their
shareholding or management
rights or shareholder agreements
or voting. The select committee
has accepted the unanimous view
of all members to enhance the
minimum capital for health
insurance companies from Rs 50
crore to Rs 100 crore. This would
mean that only serious companies
would get into business. Earlier,
several smaller companies had
approached the
regulator, for setting up regional
health insurance firms to operate
in only some regions of India. With
minimum capital at Rs 100 crore,
smaller players with limited
capacity may not enter. Listing of
insurance companies in the near
future after FDI cap is hiked may
also promote higher degree of
transparency and customer
services. The role of the Insurance
Ombudsman is expected to
become stronger as also the
regulator to deal with
malpractices including huge bills
and errant hospitals in health
insurance.

insurance

CHANGES IN INSURANCE BILL:

The issuance of the regulations
comes as something of a surprise
to the industry, and is likely to lead
to the re-pricing and re-launching
of existing product ranges. There
have been many developments in
the sector in the recent past in the
year 2014 - proposal of increasing
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the Foreign Direct Investment (FDI)
limit to 49%, introduction of the
insurance repository, changes in ULIP
regulations and availability of
policies online. In 2015, the sector
is expected to witness consolidation
in addition to introduction of new
distribution channels, innovations in
products and a more stringent
regulatory regime. The sector is
expected to grow at a fast pace in
the coming years, with increasing
awareness and penetration levels.
Forward looking policies and
innovations by insurance players will
help in taking the sector to the next
level of growth. IRDAI has made
suggestions to the Select Committee
of the Parliament on modernising
the Insurance Bill as many changes
took place in the Indian insurance
sector after it was drafted almost
eight years ago. The Select
Committee has incorporated the
latest changes that had happened in
the insurance sector in terms of
technology usage among other
things. This bill was envisaged in
2006 and lot of changes have
happened in the environment, it is
better that latest changes in
technology are also coming in the
bill so that it looks like the most-
modern bill.

Emergence of health insurance as a
prominent segment of the non-life
sector, emergence of e-commerce,
repositories and web aggregators
that had come up after the bill was
first drafted have to be taken into
account in the bill. The industry

needs huge amount of capital; if
foreign capital is increased it will
ensure easier flow of capital than
all put by Indian companies. All the
companies have been asked to
digitise minimum 5,000 life
insurance policies to see if there are
any procedural problems. The
revised Section 45 in the new Bill
says no claim can be repudiated
after three years of the policy being
in force, even if a fraud is detected.
This would mean that customers
who have been mis-sold a policy can
get their claims passed even if some
discrepancies are seen in the policy
or claim. Section 45 of the Insurance
Act, 1938 said that no life insurance
policy can be called into question
on grounds of mis-statement or
wrong disclosure after two years of
the policy coming into force.
However, if the insurer is able to
prove that the claim was fraudulent,
they were rejected. This is
completely customer friendly,
though some criminals may tend to
use it for wrong purposes. Further,
agent commissions may also be
spread out during the first three
years of the policy, which will not
only benefit agents but customers
as well. A large portion of first year
life insurance premiums goes into
agent commissions. If it is spread
out, a larger portion of premiums
paid by policyholders in the first
year will go into the savings,
protection and investment kitty.
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IMPACT OF IRDA REGULATIONS:

IRDAI is the controlling body,
overseeing important aspects and
functioning of various insurance
companies in India. Established by
the government, it safeguards the
interest of the insurance policy
holders of the country. On the
regulatory front, IRDA has recently
brought about several changes. In
September 2013, the insurance
repository was introduced which is
a facility to maintain insurance
policies online in the demat form.
At present applicable only to life
insurance policies, the system is
expected to be available for other
insurance types in the coming years.
The insurance repository system
helps in easier maintenance of
policies and the risk of losing
physical policy documents is also
minimized. Another development in
the sector is the introduction of new
guidelines with respect to Unit
Linked Insurance Policies (ULIPs).
During the latter part of last
decade, ULIPs were very popular as
agents and insurance players
promised high returns and attractive
features. However, these plans were
notorious for the exorbitant charges
and fee structure. As a result, policy
holders lost a considerable part of
their premium towards such
charges. Recently, the Regulator has
made the product attractive for
investors by reducing the charges
further. Regulating a unit linked
product was the need of the hour
to protect policy holders’ interest.
Another innovation in the sector is

L ]
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the advent and popularity of online
term plans. A term plan bought
online from the insurer’s website
works out to be much cheaper than
that bought offline or from the
agent. Portability of health
insurance policies is another
development brought about in the
recent past in year 2014. The
regulator has constantly worked on
improving transparency and
protecting policy holders, while at
the same time bringing about
forward looking policies to promote
the growth of the sector. While
ensuring growth of the insurance
industry the IRDAI has set out new
regulations pertaining to non-linked
insurance policies (also known as
traditional policies) to benefit
policyholders.  They
formulated with an aim to improve
and standardize insurance processes
and for protecting the interests of
insurance customers. The regulatory
changes encompass multiple areas
including changes in structure for
minimum death benefit, surrender
value payment, use of latest
mortality tables and commission
structures. Earlier in the year 2010,
the regulations applicable to the
Unit-linked Insurance Policies (ULIP)
were revised. These regulations
changed the face of the ULIP
insurance market and IRDA has now
formulated a new set of regulations
for NLIPs. The Regulator has been
taking a number of technology
initiatives to focus on streamlining
the regulatory process and decrease
the cost of regulatory compliance.

were

PATH BREAKING CHANGES:

Indian insurance industry has the
potential to grow three to five times
in size over the next decade. For
this to happen, policy action by the
regulator, collaboration between
players, individual player's push to
develop distribution and technical
capabilities would be critical.
Progress has been made on the
channel front with the emergence
of five distinct channels —
bancassurance, broking, corporate
agency, direct and auto dealers to
complement the existing third party
agency and in-house salaried sales
force. Along with the emergence of
multiple channels, the distribution
reach has increased manifold,
nearly 6-fold for life, and 1.5 times
for non-life. During the same time,
the Indian market has evolved from
a monopoly to a truly competitive
market. IRDA, in its Gazette
notification on 16th February 2013,
has stipulated a number of path-
breaking changes in the guidelines
for designing a traditional life
insurance product. Hence, insurers
have launched products that comply
with the revised guidelines from 1st
January 2014. IRDA’s new guidelines
will certainly impact the Indian
insurance industry since NLIPs are
the most popular insurance products
sold in India. Most policies sold by
the Life Insurance Corporation of
India (LIC), a government-owned
insurer, are NLIPs.

In India, the number of people who
have insurance cover is meagre and
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there is huge potential for growth
in the industry. Considering the
growth of India’s population, one
can safely assume that every citizen
of the country may need to factor
in at least one life insurance policy
into their financial goals. Keeping
all this in mind, IRDAI has created a
set of new guidelines that may
provide impetus for growth of
insurance business in India and
increase penetration of the life
insurance business. Under the
current mechanism the insurance
regulator grants license to a person
to become an agent of an insurance
company. Now the appointment of
agents is given to the insurance
companies. So the whole licensing
system will go for change. The new
system pertaining to the
appointment of insurance agents
will come into effect from the next
financial year i.e. from April 1,
2015. The regulator has also been
planning to treat health insurance,
which is a part of non-life insurance
activity, as a stand-alone segment.
Currently there are two lines of
business--life and non-life. Health
comes under non-life and there is a
need to frame a separate regulation
for health insurance. A move to
allow the foreign reinsurance
companies to do business in India
by just opening a branch here
without getting incorporated is also
on the cards. A Cll report has
suggested steps to help Life
Insurance industry to grow at 12%
CAGR over the next decade to reach
$ 160 to $175 billion while the Non-
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Life to grow at 22% CAGR to reach a
Gross Written Premium of § 80
billion.

FOREIGN EQUITY INVESTMENT CAP:

As per these rules, Foreign Direct
Investment (FDI) proposals up to 26
per cent of the total paid-up equity
of the Indian Insurance Company
shall be allowed on the automatic
route and FDI proposals which take
the total Foreign Investment above
26 per cent and up to the cap of 49
per cent shall require FIPB approval.
Further, Foreign
Investment in an Indian Insurance
Company shall be governed by the
provisions contained in the relevant
sub-regulations/regulations under
FEMA Regulations, 2000 and
provisions of the Securities Exchange
Board of India (Foreign Portfolio
Investors) Regulations. Any increase
of foreign investment of an Indian
insurance company shall be in
accordance with the pricing
guidelines specified by Reserve Bank
of India under the FEMA. The Indian
Insurance Companies (Foreign
Investment) Rules, 2015 have been
notified by the Government of India
under the powers conferred by
Section 114 of the Insurance Act,
1938 read with clause (b) of sub-
section (7A) of Section 2 of the
Insurance Act, 1938 and Section 24
of the Insurance Regulatory and
Development Authority Act, 1999.
These Rules have been prepared
based on extensive consultations
with all the relevant Departments/
Organisations. These

Portfolio

Rules

incorporate the recent amendments
in the law into the standing/
prevalent practices being followed
hitherto with respect to the
treatment of foreign investment in
Indian Insurance Companies under
extant applicable regulations and
the FDI policy of Government of
India.

The government has added a new
section — Section 10B — to the
General Insurance (Business)
Nationalisation Act (GIBNA) which
says “General Insurance Corporation
(GIC) and insurance companies may
raise their capital for increasing
their business in rural and social
sectors to meet solvency margins
and such other purposes as the
Central government may empower
in this behalf. However, the Bill has
specified that the shareholding of
the government should not fall
below 51 per cent at any time. It
has not indicated any privatisation
plan for LIC though a section of India
Inc was lobbying for the same. Thus
partial privatisation of GIC, Oriental
Insurance, National Insurance, New
India Assurance and United India is
enabled. If the equity is allowed to
be raised from the open market,
registered Flls who are permitted to
trade in our stock markets may also
perhaps be allowed to acquire
stakes in PSU insurers. At present,
these five PSU general insurers are
fully owned by the government. The
government has, however, virtually
made it impossible for foreign
partners to get management control
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in insurance companies in India.
Section 2.7A of the Ordinance
defines an Indian insurance
company as “which is Indian owned
and controlled in such manner as
may be prescribed”. Explanation
under Section 2.7A.b further
elaborates Indian control. Now IRDAI
has to amend or bring in regulations
to align the regulations to the Bill.
That is a three tier process involving
consulting the Insurance Advisory
Council, making draft regulations,
getting the regulation passed by the
IRDAI board and the government
notifying the regulations in the
Gazette. Companies will have to
wait till the process is completed
which may take a few weeks to a
few months.

Going forward in 2015, the
insurance sector is expected to see
changes in the operational as well
as ownership levels. First, the sector
is  expected to
consolidation, especially on the
back of the proposed hike in the FDI
limit. New players could enter the
market, while existing smaller
players can be taken over by the
larger players. Next, the
distribution infrastructure could
also witness some changes. New
channels could come into play in
order to widen the reach of
insurance products. Despite growing
penetration levels over the past
decade, India remains a largely
under penetrated market as far as
insurance is concerned. Many
people continue to view insurance

witness

as a tax saving instrument rather
than a necessary financial
instrument to protect risks.
However, it is expected that with
growing awareness and financial
penetration, this view will change
and people will begin to appreciate
the importance of buying an
Adopting
distribution channels such as
bancassurance has already gained
momentum, and is expected to
increase in the coming year. The
range of product offerings is also
expected to increase in 2015.
Innovation in product offerings,
which calls for differentiated
products, could become popular, as
new companies and international
practices come into vogue in the
sector. On the regulatory front, IRDA
could get more stringent in terms
of the due diligence to be
undertaken by the players, and also
on aspects such as mis-selling.
According to IBEF, the insurance
sector is expected to grow at a
CAGR of 12%-15% over the next five
years. With India having high savings
rate in comparison to many other
countries, this should not be a very
difficult target to achieve. This
shows the enormous potential of the
sector. Proactive policies by the
regulator and the government,
increasing customer awareness,
making operations efficient,
innovative products and bringing
about customer centric products
and services will help in taking the
sector to the next level of growth.

insurance cover.

India’s insurance market is growing
enormously but is yet to reach the
majority of population. Privatisation
is a good mechanism to increase this
reach. In most of the sectors,
private participation has weakened
the incumbent players but in
insurance segment, the traditional
players still dominate it. Insurance
sector is also witnessing growth in
other segments like the health
insurance, directors’ & officers’
liability insurance and re-insurance,
but they are not explicitly covered
in the existing Insurance Act, 1938.
There is a need to strengthen the
present regulatory body as well as
the system for adjudication of
disputes related to insurance.
Though the Insurance (Amendment)
Act, 2008 is bringing the much
needed respite and the much
needed changes. The bill also
provides for permitting foreign
reinsurers like Lloyds to open a
reinsurance branch in the country.
Such a branch is now defined as an
‘Indian Insurance Company’. The
government has amended the
definition of ‘Indian Insurance
Company’ in Section 2 to include “a
foreign company engaged in
reinsurance business through a
branch established in India”. The
explanation clause states: “For the
purpose of this sub-clause the
expression ‘foreign company’ shall
mean a company or body
established or incorporated under
a law of any country outside India
and includes Lloyds, established
under the Lloyds Act 1871 (UK) or
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any of its members.” Though Bill has
been issued, foreign investment is
unlikely to come any time soon as
the process to implement the
proposals will take many months.
As per current norms of the Motor
Vehicles Act, there is no limit on the
liability of insurers in motor third
party accidents. Due to this, a
victim can claim any amount in
these cases and if the insurer
refuses to pay, they can approach
the court. Insurance industry
estimates suggest that on an
average, there is a 15-20% increase
in the quantum of compensation
awarded by courts every year. The
Road Transport and Safety Bill 2014
now states that the maximum
liability for compensation to a
victim by the insurer linked to the
regulated minimum premium shall
be a sum of Rs 15 lakh or such higher
amount as may be prescribed by the
Central Government from time to
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time. With this latest draft putting
a limit on the liability for road
accidents, the onus will be on the
respective owners of vehicles to
take an unlimited liability cover that
will be soon be available in the
Indian market. In its revised draft,
the Bill states that any policy of
issued before the
commencement of this Act and does
not conform to this Act shall be
suitably amended to conform to this
Act within a period of three months
of the Act being notified. It is in the
interest of industry as a whole that
the regulations should be more
customer-centric, and allow the
flexibility of choosing products,
product benefits and real-time
returns to the policyholders. With a
slew of such regulations, it is evident
that the insurance regulator wants
to make the

insurance

industry more
transparent and customer-friendly.
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INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
COMMUNICATION

SUB: Curtain Raiser for April 15 Issue of IRDAI Journal

Disaster strikes unannounced, unnoticed and it is only preparedness in the form of early warnings (in case of
Natural disaster) and Timely intervention (after the occurrence) could save and minimize loss of life and
destruction of property etc. The regular interval in which such calamities are occurring - latest being
“Hudhud” cyclonic storm in Vishakapatnam of Andhra Pradesh in India has raised the role of Government
and that of the Insurance Industry.

The need for Sensitising/ educating public, maintaining ecological balance / threat of Global warming,
ensuring adequate financial protection involving life and assets, and the use of improved technology for
disaster prevention/ preparedness are some of the key issues which are required to be articulated for which
April 15 focus of the journal will be on “Disaster Management and the role of Insurance”

B.K Sahu
Consultant Communication
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Open Seasame Insurance Sector

t last the amendments to the

Insurance Laws have been

approved by both the Houses
of Parliament on March 12, 2015 and
is the Insurance Laws (Amendment)
Act 2015 was finally notified by the
Government. This has, inter alia,
raised the Foreign Direct
Investment- FDI limit in the
insurance sector from 26% to 49%.

Implications of the new Bill

We always say that the
policyholders are our pay masters.
So let us see how the customers
gain:

e Inview of increased competition
in the insurance sector, there will
be more innovative products and
cheaper & more affordable
products.

e There may be more improved
customer service standards and
better services across the board.

o Better use of technology by the
insurers to reach out to the
clients.

More new and new sectors of
customers may be reached,
especially the ladies, children,
NRIs and other niche segments.

Mis-selling of policies by the
intermediaries may invite
stricter punishments like for
each such act, the penalty will
be Rs 1 crore raised from the
present Rs. 1 lac.

The insurers will be responsible
for the acts of omission and
commission of their
intermediaries, the penalty has
been raised from Rs. 5 lacs to Rs
5 crores and it goes up to Rs 25
crores.

Section 45 of the Insurance Act
1938 has been changed- no
policy can be called in to
question by the insurer after the
lapse of 3 years from the date
of the risk and no death claim
can be repudiated by the insurer
after 3 years of the policy,
quoting the Principle of Utmost
Good Faith. Earlier the insurer
could reject a death claim within

- R.Venugopal

2 years of taking the policy, if
the insurer could prove that
some material facts important
for the assessment of the risk of
the life to be assured were
deliberately suppressed by the
insured.

« However if any death claim
within 3 years of taking the
policy is repudiated by the
insurer, it is incumbent on the
part of the Nominee of the policy
to prove the innocence of the
assured.

e Some changes are expected to
be made in the role of the
Nominee as his/her role is now
limited just to giving a valid
discharge to the insurer for the
insurance monies, as the
Nominee may not be the sole
legal heir to the deceased life
assured.

The Role of the IRDAI

Insurance Regulatory and
Development Authority of India has
been empowered more under the
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Insurance Act 2015.

IRDAI may fix a ceiling on the
expenses of the Management of the
insurance company.

IRDAI may suggest a minimum
monthly income for the insurance
agents/ advisors in order that the
agents can survive, of course,
subject to certain conditions. This
will arrest the attrition rate among
the agents- there has been a
significant drop in the number of
agents for the last 4/5 years and the
trend is continuing. As per the
statistics of the Regulator, the
number of agents has come down
to 2109718 as on January 2015, from
the figure of 2189000 as on April
2014.

IRDAI may impose a minimum
penalty of Rs 1 crore for any
misdemeanor of any intermediary
like the mis-selling of a policy,
raised from Rs 1 lac.

IRDAI may hold the insurer too
responsible for the wrong doings of
its agents and impose a penalty
ranging from Rs. 5 crores to Rs. 25
crores, raised from the earlier figure
of Rs. 5 lacs.

The same penalty is applicable for
any other act of misdemeanor of the
insurance company.

For the Insurance companies

The Public Sector Insurance
companies- both Life and General-
have been permitted to float their
own Initial Public Offerings- IPOs in
the Market so the Investors get an
opportunity of buying and selling
them.
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The Private Insurers are already
allowed to do this subject to a few
conditions like 10 years’ standing in
the Sector etc.

There are ample opportunities for
the existing Foreign Partners
increasing their FDI by purchasing
Stakes from their Indian Partners
based on their current valuation.
The Indian companies are bound to
benefit substantially by this
measure.

The minimum capital requirement
for the stand alone Health Insurance
companies has been raised to Rs.
100 crores from the present Rs. 50
crores.

The foreign Re-insurance companies
like the Swiss Re, Munich Re,
Hannover Re and Hathways are now
allowed to open their branches in
India now- presently, they only
operate as service companies-
leading to a great boost in the
market of Re-insurance.

This is subject to the condition that
the Parent Re-insurance company
should have a minimum net worth
of Rs. 5000 crores.

Now the Health insurance can cover
not only the health issues during the
domestic travel, but also during
International travel, subject to
certain conditions. This will add a
significant fillip to the Health
insurance business.

For the Intermediaries

Agents have both good and bad
news.

The good news is that the mandatory
IRDAI training of 50 hours for both

Life and General Insurance agents
and 75 hours for the Composite
agents may be removed soon. But
the mandatory IRDAI Test remains,
but the recruitment and training
have been left to the insurance
companies, thus the whole Licensing
System by the IRDAI goes.

The news of caution is regarding the
penalty for any mis-selling of
policies to the customers- the
amount has been raised to Rs. 1
crore per act of omission.

The same level of strictness goes for
the insurance companies also for the
acts of omission and commission by
agents.

Hence the good news is that the
insurers will take a lot of care in
recruiting and training new agents
and also reinforcing the training for
the existing agents.

Another news is that no policy death
claim can be called in to question
by the insurer after 3 years of taking
the policy- however if any claim is
rejected, the onus of proving the
innocence of the policyholder lies
with his/her Nominee and on the
Agent too, as the agent is the
primary Underwriter and the agent
only collects and records all the
information about the life assured.

Now the life insurance companies
will take more care in underwriting
the proposals as well as in
processing all the early death
claims.

Banc Assurance will get a lot of
boost as the IRDAI plans to bring in
an open architecture- allowing the
bank to sell the products of more
than one life insurance, one general
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insurance and one health insurance
Company.

Win- Win for All

The Insurance Act 2015 brings in a
Win-Win situation for one and all
and for each of the stakeholders of
the insurance industry.

o Customers get more choices,
more products, cheaper plans
and better services.

o Theinsurance companies will get
more FDI inflow from the foreign
companies- the expectation is
around Rs. 62000 crores.

o This matches approximately with
our requirements for the next 5
years- Rs.45000 crores for the
life insurance sector and
Rs.10500 crores for the general
insurance industry.

e This has paved the way for
increasing the FDI limit for the
Pension Sector too
automatically.

o Both the Health Insurance and
Pension Sectors will get
tremendous boost, coupled with
the increased incentives already
announced in the Union Finance
Budget 2015.

e The Public Sector insurance
companies can retain talent by
now allotting the ESOPs- by
allotting shares to their
employees.

IRDAI has been given a lot of
empowerment so that they can
really both regulate and develop
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insurance business in this
country.

More funds will flow in, more
offices will be opened and more
employment opportunities for
the youth of this nation will be
available.

More funds will be earmarked for
the Infra-structure Projects of
the country leading to more
development and growth.

The insurers will have more
access to the International
Technology for better
administration and prompt claim
servicing.

Brokers as an intermediary will
get a boost as the International
insurers would prefer the more
professionalized Brokers for
their services.

There will be less mis-selling to
the customers thanks to the
increased penalties proposed in
the new "Amended Insurance Act
1938"

Penetration of insurance is
bound to increase with more
companies coming in. Presently
the figure in India is 3.9% of the
GDP- including the .8% of the
General Insurance as against the
world average of 6.3%. South
Africa has 15.4, South Korea
11.9, UK 11.5, Japan 11.1,
France 9, Italy 7.6, USA 7.5,
Canada 6.9, Germany 6.7 and
Australia 5%.

With an increase in the insurance
penetration, there is bound to be

quantum jump in the premium
collections and improvement in
the conservancy ratio of policies.

There is an assurance from the
Government of India that the
control of the company
management would be in the
hands of Indians only, despite the
increase in the FDI. This would
be in the shape of Board
composition, Business plan,
appointment of CEO/CFO/CIO &
changes in the Capital structure.

After the first decade of growth
in the insurance sector after the
opening up of the sector in India
in 1999, now it is the decade of
consolidation and stabilization.

Let us welcome this progressive
measure of the Government of
India by greeting “Open
Seasame”.

R.Venugopal is a Retired Executive
Director LIC of India & Retired
Professor National Insurance
Academy Pune.
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Grievances to Awareness.....

BEWARE OF FAKE TELEPHONE CALLS

IRDAI Kisi Bhi Tarah ki
Telephone calls Nahi Karta, Aise Fraud Calls Se
Raho Hoshiyar, Police Mein Karo F.I.R.

If your complaint is not addressed
by your insurer,

file your complaint at igms.gov.in O m b u d Silnanl

A harassed insurance policyholder can fight for his rights. Approach the Insurance
Ombudsman within 12 months of your claim being rejected

The Insurance

Do you have a grievance against your
Insurance Policy

Maximum Turn Around Time

= Acknowledge a grievance

-
'

e
W

I5

lj/  YOUR TIME
( OUR PRIORITY, . = Resolve a grievance

Readers must be wondering what
these statements are. These are the
punch lines, which are hovering
among the six Metro lines of Delhi.
Insurance  Regulatory and
Development Authority of India
(IRDAIl)has been receiving number of
complaints on Spurious and
Fictitious Calls. The Grievance Wing
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of IRDAI is taking various steps to prevent these Spurious or Fictitious Calls. The Spurious Callers are claiming to
be the officers / employees of IRDA of India and offering insurance policies of different companies with various
benefits. Keeping in mind the mis-selling of insurance products through Spurious or Fictitious Calls, the
Communication Wing of IRDAI has started creating awareness among the general public through various media.
During the course of action, it is observed that majority of the Spurious Calls are coming from in and around
Delhi. To create awareness among general public of Delhi, IRDAI has started Insurance Awareness Campaign
through Delhi Metro Trains, inside and outside Stations. There are around 6.40 lac people travel in Metro Trains
of Delhi in a day.

The Awareness Campaign started
with effect from 23rd March 2015
with a stretch of three months.
Total 1576 panels/hoardings are
placed in and around Metro
Stations. Out of which 1426 panels
are placed in Metro Trains in 1 - 4
lines and 36 panels with an average

size of 40 feet each are placed in Metro Stations in Line-1. The Awareness Campaign also covers the general
public who travel by road. 114 hoardings of huge size are also placed outside stations, which covers outside
Metro Stations, Kiosks in the Pillars of Metro Lines and crossing roads at Metro flyovers in 5 different Metro Lines.

Apart from the Awareness Campaign
through Delhi Metro, the
Communication Wing of IRDAI has
also come up with TV Commercials
in three different concepts. The 1st
Concept of “policeman” on Spurious
Calls is from the judicial point of
view and threatening the caller by

Policeman “IRDA ke naam pe thag ne wale, lagaoon do dande aake wahaan...." and giving a message to the
general public to lodge a complaint against such callers with details in the nearest police station. The concept
is already on air with effect from 9th March 2015 in 46 Private News Channels and 12 Doordarshan Channels
including regional languages. The 2nd Concept of “Cafeteria” cautions the general public with a punch line and
song “Bachke Rehna” and the 3rd Concept on “Sharmaji”, which makes policyholder “Hoshiyaar...” are also ready
for transmission.

irdai journal March 2015

wW
—



Focused Insurance Awareness campaign in the Districts of Tripura

IRDAI has adopted Tripura State of North Eastern Region with a mission to achieve complete
insurance awareness and total insurance inclusion. As a part of this campaign, seminars are
being conducted in each district. So far, district seminars were organized in four districts viz.
Sipahijala, Khowai, North Tripura and Gomati districts. There is overwhelming response from
the local residents appreciating the initiative.

o i bl Wikl e

TR ISR

T TN LLLLE

Venue of District Level Insurance Awareness Campaign
in Tripura, held on 17th March 2015.

Participants of District Level Insurance Awareness Campaign in Tripura, held on 17th March 2015
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CONSUMER EDUCATION WEBSITE

rO Welcome to IRDA - Home =
*- C M @ www.policyholder.govin

.‘L Consumer Education Website
wla - n ; .

INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY, INDIA

MNews :  puripus Calls Beware of callers making false promises

Home  Know IRDA  Buying Insurance  Making a Claim  Consumer Complaints  Protecting You f'muﬁng Awareness
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Site Search J
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Handbook Contact Us
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER DECEMBER 2014

INDIVIDUAL SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (Tin Crores)

PREMIUM POLICIES SUM ASSURED
PARTICULARS
Dec, 2013 Dec, 2014 Dec, 2013 Dec, 2014 Dec, 2013 Dec, 2014

Non linked*
1 Life

with profit 11093.77 9782.32 1462550 1297278 16967.42 36861.91

without profit 92.93 98.27 192140 130396 1820.91 1086.42
2 | General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 1185.57 1475.33 27737 35003 54.20 121.34
3 | Pension

with profit 14.54 25.94 388 691 35.16 36.58

without profit 22.86 135.84 130 227 0.30 0.30
4 | Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 1.38 0.80 495 255 25.53 14.80
A. | Sub total 12411.05 11518.50 1683440 1463850 18903.52 38121.35

Linked*
1 Life

with profit 0.00 0.00 0 0 0.00 0.00

without profit 780.29 803.62 49311 36489 1296.14 1089.35
2 | General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
3 | Pension

with profit 0.00 0.00 0 0 0.00 0.00

without profit 29.49 47.85 131 274 0.61 21.16
4 | Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.02 -0.01 6 -3 0.09 -0.06
B. | Sub total 809.80 851.46 49448 36760 1296.85 1110.45

Total (A+B) 13220.85 12369.97 1732888 1500610 20200.36 39231.79

Riders:

Non linked
1 Health# 0.01 0.01 4 7 0.13 0.11
2 | Accident## 0.18 0.25 429 1159 37.22 51.71
3 | Term 0.010088 0.01 23 17 0.41 -0.05
4 | Others 3.84 3.45 0 0 6.10 4.31
D. | Sub total 4.04 3.72 456 1183 43.86 56.08

Linked
1 Health# 0.01 0.00 6 -1 0.26 -0.02
2 | Accident## 0.13 0.14 6082 3377 104.70 175.87
3 | Term 0.00 0.00 0 0 0.10 0.00
4 | Others 0.01 0.01 6 0 0.28 0.00
E. | Sub total 0.14 0.15 6094 3376 105.34 175.85
F. | Total (D+E) 4.19 3.87 6550 4559 149.20 231.94
G. | **Grand Total (C+F) 13225.04 12373.83 1732888 1500610 20349.56 39463.73

* Excluding rider figures.

** for policies Grand Total is C.

# All riders related to critical illness benefit, hospitalisation benefit and medical treatment.
## Disability related riders.

The premium is actual amount received and not annualised premium.
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER 2014
INDIVIDUAL NON - SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (Tin Crores)
PREMIUM POLICIES SUM ASSURED
PARTICULARS
Dec, 2013 Dec, 2014 Dec, 2013 Dec, 2014 Dec, 2013 Dec, 2014
Non linked*
1 Life
with profit 24495.89 16595.86 28779733 12081150 479678.30 230344.43
without profit 2879.19 2369.97 2913807 1491142 163192.20 168307.91
2 | General Annuity
with profit 0.00 0.00 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0.00 0.00
3 Pension
with profit 84.73 109.31 15959 26203 1278.96 1582.11
without profit 48.12 66.30 7654 7208 187.22 154.89
4 Health
with profit 0.00 0.00 0 0 0.00 0.00
without profit 80.31 66.26 230775 126959 2092.38 2080.14
A. | Sub total 27588.24 19207.70 31947928 13732662 |646429.06 |402469.49
Linked*
1 Life
with profit -0.37 0.09 0 0 0.00 0.00
without profit 3622.13 5506.16 551648 745611 39383.50 59205.27
2 | General Annuity
with profit 0.00 0.00 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0.00 0.00
3 Pension
with profit 0.00 0.00 0 0 0.00 0.00
without profit 178.30 389.63 19395 28254 28.69 75.73
4 Health
with profit 0.00 0.00 0 0 0.00 0.00
without profit 23.96 0.43 12054 -81 514.61 -0.82
B. | Sub total 3824.03 5896.30 583097 773784 39926.80 59280.18
Total (A+B) 31412.27 25104.01 32531025 14506446 |686355.86 |461749.67
Riders:
Non linked
1 Health# 8.79 4.83 76750 53042 1138.23 833.83
2 Accident## 16.29 9.41 612514 557464 24990.38 24201.04
3 Term 13.73 4.66 39967 30815 2631.72 615.00
4 Others 7.48 1.30 11426 7301 2303.40 10.69
D. | Sub total 46.29 20.20 740657 648622 31063.73 25660.57
Linked
1 Health# 0.30 0.03 990 -8 29.53 -3.66
2 Accident## 0.82 1.06 42439 54197 2153.18 2547.39
3 Term 0.03 0.00 26 0 57.01 -1.93
4 Others 0.32 0.34 4767 10232 55.09 49.80
E. | Sub total 1.47 1.44 48222 64421 2294.81 2591.60
F. | Total (D+E) 47.76 21.64 788879 713043 33358.54 28252.17
G. | **Grand Total (C+F) 31460.03 25125.65 32531025 14506446 |719714.39 |490001.84

* Excluding rider figures.

** for policies Grand Total is C.

# All riders related to critical illness benefit, hospitalisation benefit and medical treatment.
## Disability related riders.

The premium is actual amount received and not annualised premium.
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER 2014

GROUP SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (Tin Crores)
Premium No. of Schemes Lives Covered Sum Assured
PARTICULARS
Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014
Non linked*
1 Life
a) Group Gratuity Schemes
with profit 32.33 144.66 18 16 0 0 0.00 0.00
without profit 7744.24 7358.96 89 80 377758 130703 434.76 249.93
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 149.09 6.44 13 0 4606 247 28.72 1.38
c) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 1.66 3.79 55 39 147962 138321 1962.84 6358.36
d) Others
with profit 3.00 7.63 2 3 0 0 0.00 0.00
without profit 5022.91 3826.65 937 846 16268661 10221083 181188.77 200336.99
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 3154.74 3530.50 23 16 153698 76608 0.00 11.60
3 Pension
with profit 261.85 486.02 15 2 10901 138 0.00 0.00
without profit 18516.44 14601.91 12 15 29599 42853 164.81 187.35
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
A. Sub total 34886.25 29966.57 1164 1017 16993185 10609953 183779.89 207145.62
Linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 176.81 357.53 14 33 31715 64070 3.05 6.41
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 24.93 11.22 0 0 437 106 34.32 15.11
) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 15.75 124.57 13 44 626 54322 8.1 278.36
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
3 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 45.92 234.37 12 18 1012 5869 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
B. Sub total 263.40 727.69 39 95 33790 124367 45.48 299.88
(& Total (A+B) 35149.66 30694.26 1203 1112 17026975 10734320 183825.37 207445.50
Riders:
Non linked
1 Health# 0.36 6.33 29 50 1778 10991 207.70 1071.40
2 Accident## 4.28 7.67 65 95 15539 70448 2524.36 4957.75
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
D. Sub total 4.65 14.00 94 145 17317 81439 2732.06 6029.15
Linked
1 Health# 0.00 0.00 0 0 0 0 0.00 0.00
2 Accident## 0.02 0.02 0 0 0 0 0.00 0.00
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
ES Sub total 0.02 0.02 0 0 0 0 0.00 0.00
I Total (D+E) 4.67 14.02 94 145 17317 81439 2732.06 6029.15
G. **Grand Total (C+F) 35154.33 30708.28 1203 1112 17026975 10734320 186557.42 213474.65

* Excluding rider figures.

** for no.of schemes & lives covered Grand Total is C.

# All riders related to critical illness benefit, hospitalisation benefit and medical treatment.
## Disability related riders.

The premium is actual amount received and not annualised premium.
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER 2014

GROUP NEW BUSINESS-NON-SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (<in Crores)

Premium No. of Schemes Lives Covered Sum Assured

PARTICULARS

Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014 | Dec, 2013 | Dec, 2014

Non linked*
1 Life
a) Group Gratuity Schemes

with profit 0.50 0.00 0 0 -3 0 0.00 0.00

without profit 1007.62 1182.65 2694 3089 2483177 1355506 14604.81 7352.51
b) Group Savings Linked Schemes

with profit 8.80 1.15 0 0 18322 -9 130.11 -0.13

without profit 316.17 63.99 337 2 488661 94284 5301.11 3181.33
) EDLI

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 19.37 34.17 390 308 2429762 1598312 23200.60 46295.10
d) Others

with profit 2.15 0.00 1 0 22 0 0.00 0.00

without profit 885.14 1377.71 19228 23480 39223507 63893301 326668.59 527754.83
2 General Annuity

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0 0 0.00 0.00
3 Pension

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 2121.12 2394.91 269 323 106496 285561 2.36 66.69
4 Health

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 0.02 0.00 0 0 155 0 5.25 0.00
A. Sub total 4360.90 5054.58 22919 27202 44750099 67226955 369912.84 584650.33

Linked*
1 Life
a) Group Gratuity Schemes

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 435.62 476.97 209 210 332492 207325 117.15 332.65
b) Group Savings Linked Schemes

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 6.46 2.39 37 20 13536 3879 264.67 2.42
) EDLI

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0 0 0.00 0.00
d) Others

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 57.89 15.18 39 1 2031 8344 31.93 2.57
2 General Annuity

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0 0 0.00 0.00
3 Pension

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 17.25 12.43 17 16 2960 2101 220.31 9.55
4 Health

with profit 0.00 0.00 0 0 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0 0 0.00 0.00
B. Sub total 517.23 506.97 302 247 351019 221649 634.06 347.19
(5 Total (A+B) 4878.12 5561.54 23221 27449 45101118 67448604 370546.90 584997.51

Riders:

Non linked
1 Health# 4.30 5.32 119 138 238679 249438 23308.29 28177.56
2 Accident## 3.78 2.06 83 127 46644 34153 3850.24 1932.44
3 Term 0.13 0.66 2 0 4772 6130 325.69 389.35
4 Others 0.02 0.03 6 1 1063 -177 493.00 -87.49
D. Sub total 8.22 8.07 210 266 291158 289544 27977.22 30411.86

Linked
1 Health# 0.00 0.00 0 0 0 0 0.00 0.00
2 Accident## 0.00 0.00 0 0 0 0 0.00 0.00
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
ES Sub total 0.00 0.00 0 0 0 0 0.00 0.00
% Total (D+E) 8.22 8.07 210 266 291158 289544 27977.22 30411.86
G. **Grand Total (C+F) 4886.35 5569.62 23221 27449 45101118 67448604 398524.12 615409.37

*

Excluding rider figures.

for no.of schemes & lives covered Grand Total is C.

# All riders related to critical illness benefit, hospitalisation benefit and medical treatment.
## Disability related riders.

The premium is actual amount received and not annualised premium.

P
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STATISTICS NON-LIFE INSURANCE

Report Card : General

Gross Premium underwritten for and up to the month of January 2015

<in Crores) (%)
JANUARY APRIL - JANUARY GROWTH OVER THE
CORRESPONDENCE
2014-15 2013-14* 2014-15 2013-14* PREVIOUS YEAR

Royal Sundaram 143.56 127.31 1,293.75 1,213.81

Tata-AlG 252.58 203.46 2,226.03 1,959.84 13.58
Reliance General 214.04 184.97 2,280.01 2,043.71 11.56
IFFCO-Tokio 307.89 262.58 2,677.69 2,387.72 12.14
ICICI-lombard 651.31 703.22 5,651.78 5,781.41 -2.24
Bajaj Allianz 491.39 427.64 4,272.06 3,694.02 15.65
HDFC ERGO General 241.19 231.21 2,570.02 2,309.80 11.27
Cholamandalam 146.47 152.44 1,524.27 1,468.96 3.77
Future Generali 142.03 128.08 1,268.33 1,056.70 20.03
Universal Sompo 58.64 41.17 525.84 426.94 23.16
Shriram General 128.71 127.80 1,198.99 1,235.09 -2.92
Bharti AXA General* 122.63 151.59 1,232.45 1,183.55 4.13
Raheja QBE 1.58 2.26 17.82 19.98 -10.84
SBI General 154.39 111.72 1,185.80 936.79 26.58
L&T General 30.22 21.59 255.35 199.61 27.93
Magma HDI 61.55 61.65 396.84 337.02 17.75
Liberty 36.84 17.45 238.34 92.51 157.64
Star Health & Allied Insurance 136.34 104.54 1,097.97 841.32 30.51
Apollo MUNICH 173.10 166.77 611.90 539.57 13.41
Max BUPA 33.03 32.53 282.15 238.95 18.08
Religare 35.80 14.53 208.50 124.68 67.22
Cigna TTK 2.41 NA 12.01 NA NA
New India 1,155.00 1,002.27 10,813.07 9,399.56 15.04
National 1,087.36 1,423.37 9,257.71 8,509.05 8.80
United India 862.53 762.90 8,739.65 8,069.69 8.30
Oriental 624.25 610.25 6,154.00 5,908.00 4.16
ECGC* 109.68 113.04 1,074.20 1,029.61 4.33
AIC 161.61 193.79 2,142.01 2,756.83 -22.30
PRIVATE TOTAL 3,565.69 3,274.48 31,027.89 28,091.97 10.45
PUBLIC TOTAL 4,000.43 4,105.63 38,180.65 35,672.75 7.03
GRAND TOTAL 7,566.12 7,380.11 69,208.53 63,764.72 8.54

Note: Compiled on the basis of data submitted by the Insurance companies
* Figures revised by insurance companies

Premium underwritten by non-life insurers up to the month of January, 2015

80000 71,538
75000
70000
65000
60000
55000
50000
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44,763
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38,725
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| 201314 [ 201415 |
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MONTH

* Compiled on the basis of data submitted by the Insurance companies
The total bar in the above chart represents the business figures of the entire financial year
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Guidelines on the Fee for granting written acknowledgement of the

receipt of Notice of Assighment or Transfer of a policy of Insurance

IRDA/LIFE/CIR/GDL/057/03/2015

To
All the Insurers,

Section 38(7) of the Insurance Act
mandates that every insurer shall
grant a written acknowledgement of
the receipt of Notice of Assignment
or Transfer on payment of such fee as
specified by the Regulations. The
provisions of Section 38(7) of the
Insurance Act also envisage that every
insurer shall record the fact of the
transfer or assignment together with
the date thereof and the name of the
transferee or the assignee. Therefore,
pending notification of the
Regulations, the Authority issues the
following guidelines specifying the fee
for granting a written
acknowledgement as envisaged in
these provisions. The fee that may be

collected shall be subject to these
Guidelines.

Guidelines:

1) An Insurer is permitted to collect
the following fee for granting a
written acknowledgement of the
receipt of notice of assignment or
transfer.

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 Act as modified from
time to time, the fee collected
shall not exceed Rs 50 (Rupees
fifty only)inclusive ofall applicable
taxes.

March 31, 2015

b) In respect of policies issued other
than those referred under Clause
(1) (a) above the fee collected
shall not exceed Rs 100 (Rupees
Hundred Only)inclusive ofall
applicable taxes.

2) No other fee shall be collected for
rendering any other services such
as, recording the fact of the
transfer or assignment or any
other services connected to the
assignment or transferprescribed
in Section 38 of the Insurance Act
as modified from time to time.

These Guidelines are effective from
01st April, 2015 and are issued under
Section 14 (2) of IRDA Act, 1999.

T S Vijayan
CHAIRMAN

Guidelines for charging the fee from the holder of a policy of life insurance

for Registering Cancellation or Change of Nomination

IRDA/LIFE/CIR/GDL/058/03/2015

To
All the Life Insurers,

Section 39(1) of the Insurance Act

change. Therefore, pending
notification of the Regulations, the
following guidelines are issued.

March 31, 2015

exceed Rs 100 (Rupees Hundred Only)
inclusive of all applicable taxes.

2. No fee, other than what has

allows that the holder of a policy of  Guidelines: been prescribed in Clause - 1 above,
life insurance on his own life may, ) ) shall be collected for registering a
when effecting the policy or at any 1 Every Life Insurer is  pomination either at the time of

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

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) inclusive of all

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.

3. 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.

10 acknowledgement of having applicable taxes

g . o .

o reglstergd el o) el e These Guidelines are effective from
5  cancellation or change thereof and (b) |n respect of policies other than (st April, 2015 and are issued under
§  may charge such fee as may be  those referred under Clause (1) (a)  Section 14 (2) of IRDA Act, 1999.

E specified by Regulations for apove, the fee collected shall not

= registering such cancellation or T S Vijayan
o

= CHAIRMAN
e}
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GUIDELINES ON APPOINTMENT OF INSURANCE AGENTS, 2015

IRDA/AGTS/CIR/GLD/046/03/2015

In view of the promulgation of the
Insurance Laws (Amendment)
Ordinance, 2014 inter alia amending
Section 42 of the insurance Act,
1938, relating to appointment of
Insurance Agents, it has been
decided to issue the following
Guidelines in exercise of powers
under section 42 of the Insurance
Act, 1938 read with section 14 (2)
(a) & (c) of the IRDA Act, 1999.

I. Short title and
commencement.

1) These guidelines shall be called
“Guidelines on Appointment of
Insurance Agents, 2015.

2) These guidelines shall come into
force with effect from 1st April,
2015 and valid till the
Regulations in this regard are
issued.

Il. Definitions: In these Guidelines,
unless the context otherwise
requires:-

1) “Act” means the Insurance
Act1938 (4 of 1938) as amended
from time to time

2) “Appointment Letter” means a
letter of appointment issued by
an insurer to any person to act
as an insurance agent

3) “Appellate Officer” means an
officer authorised by the Insurer
to consider and dispose
representations and appeals
received from an Insurance
Agent.

4) "Insurance Agent" means an
individual appointed by an

insurer for the purpose of
soliciting or procuring insurance
business including business
relating to the continuance,
renewal or revival of policies of
insurance;

“Authority” means the
Insurance Regulatory and
Development Authority of India
established under the provisions
of Section 3 of the Insurance
Regulatory and Development
Authority Act, 1999 (41 of 1999);

“Composite Insurance Agent”
means an individual who is
appointed as an insurance agent
by two or more insurers subject
to the condition that he/she
shall not act as insurance agent
for more than one life insurer,
one general insurer, one health
insurer and one of each of the
mono-line insurers.

“Centralised list of Agents”
means a list of agents
maintained by the Authority,
which contains all details of
agents appointed by all insurers.

“Centralised list of black listed
agents” means list of agents
maintained by the Authority
whose appointment is
cancelled/suspended by a
designated official of insurer on
grounds of violation of code of
conduct and / or fraud.

“Designated Official” means an
officer authorised by the Insurer
to make Appointment of an
individual as an Insurance
Agent.

16th March, 2015

10) “Examination Body” means an

11

1)

~

Institution, which conducts pre-
recruitment tests for insurance
agents and which is duly
recognised by the Authority;

“Multilevel Marketing
Scheme” means any scheme as
defined in explanation to
Section 42 (A) of the Insurance
Act 1938 as amended from time
to time

All words and expressions used
herein and not defined but
defined in the Insurance Act
1938, or in the Insurance
Regulatory and Development
Authority Act, 1999 (41 of 1999),
or any other rules and
regulations made there under
shall have the meanings
respectively assigned to themin
those Acts, Rules and
Regulations.

. Appointment of Insurance

Agent by the Insurer:

An applicant seeking
appointment as an Insurance
Agent of an Insurer shall submit
an application in Form I-A to the
Designhated Official of the
Insurer

The Designated Official of the
insurer, on receipt of the
application, shall satisfy himself
that the applicant:-

has furnished the Agency
Application in Form |I-A
complete in all respects;

has submitted the PAN details
along with the Agency
Application Form;
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c) has passed the insurance appointment letter within 15 of the conditions mentioned in
examination as specified under days of receipt of all documents these  Guidelines. The
Clause VI; from the applicant. The Designated Official shall

Designated Official shall allot an communicate the reasons for

d) does not suffer from any of the agency code number to the refusal for appointment as
disqualifications mentioned in appointed agent and the agency agent to the application writing
Clause VII code number shall be prefixed in, within 21 days of receipt of

by the abbreviation of the the application.

e) has the requisite knowledge to insurer’s name.
solicit and procure insurance 10) An applicant who is aggrieved
business; and capable of The agency appointment letter by the decision of the
providing the necessary service issued as mentioned in sub- Designated Official refusing to
to the policyholders; clause (5) above shall lay down grant the agency appointment

the terms of appointment may submit a review application

3) The Designated Official shall covering all conditions governing to the appellate officer of the
exercise due diligence in appointment and functioning of insurer for review of the
verifying the agency application the applicant as insurance agent decision. The insurer shall
and ascertaining that the and the code of conduct as designate an Appellate Officer
applicant does not hold agency outlined in Clause VIII. The letter to consider the review
appointment for more than one of appointment shall be application of the applicant.
life insurer, one general insurer, dispatched not later than 7 days The Appellate Officer shall
one health insurer and one of after the appointment of the consider the application and
each of the mono-line insurers agent as mentioned in sub- communicate the final decision
and is not in the centralised list clause (5) above. in writing within 15 days of
of blacklisted agents. receipt of the review

The applicant so appointed as an application.

4) The Designated Official shall insurance agent shall be
also verify provided an identity card, by the . Appointment of Composite

insurer which shall identify the Insurance Agent by the

a) The centralised list of agents agent with the insurer of which insurer:
maintained by the Authority he/she is acting as an agent.
with the PAN Number of the An applicant seeking
applicant to ascertain the The Designated Official shall appointment as a ‘Composite
information as in sub clause (3) enter and update the Agency Insurance Agent’ shall make
above. Data of the applicant appointed separate application to the

as an Insurance agent in the Designated Official of

b) The centralised list of black Agency Portal maintained by the respective life, general, health
listed agents maintained by the Authority through online mode insurer or mono line insurer as
Authority to ascertain that the immediately after the thecase may be, in the
applicant is not black listed. appointment of the agent. The ‘Composite Agency Application

online up-dation of Agency Form I-B. The

5) The Designated Official on database records by the insurer Designated Official of the

satisfying himself that the
applicant has complied with all
the conditions mentioned in
Clause IV (2) to IV (4) above,
and also does not suffer from
any of the disqualifications
mentioned in sub-section (3) of
Section 42 of the Act, may
process the agency application
and if found fit and proper, grant
appointment to the applicant as
an insurance agent by issuing an

is to maintain the updated
centralised list of agents
maintained by the Authority. The
Designated Official shall be
responsible to ensure that the
centralized list of agent’s is up
to date and accurate.

The Designated Official may
refuse to grant Agency
Appointment to any applicant if
the applicant does not fulfil any

. Insurance

respective insurers shall deal
with the  application in the
manner and procedure outlined
in Clause IV.

Agency
Examination.

An applicant shall pass in the
Insurance Agency Examination
conducted by the Examination
Body in the subjects of Life,
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2)

3)

Vil.

General, Health Insurance as the
case may be, as per the syllabus
prescribed by the Authority to
be eligible for appointment as
an insurance agent. The insurer
shall provide the necessary
assistance and guidance to the
candidates to equip them with
adequate insurance knowledge
required to qualify in the agency
examination.

The applicant who has
successfully passed the
Insurance Agency Examination
as mentioned in (1) above shall
be issued a pass certificate
by the Examination body. The
pass certificate issued by the
Examining body shall be in force
for a period of twelve months,
for the purpose of seeking
appointment as an agent with
any insurer for the first time.

Only candidates who have
qualified in the Insurance
Agency Examination as
mentioned above and who hold
avalid pass certificate issued by
the Examination Body shall be
eligible to be considered for
appointment as agents.

Disqualification to act as an
Insurance  Agent: The
conditions for disqualification
shall be as stipulated under
Section 42 (3) of the Act.

VIIl. Code of Conduct.

1)

a)

Every agent, shall adhere to the
code of conduct specified
below:-

Every insurance agent shall,--
identify himself and the insurer

of whom he is an insurance
agent;

ii)

iii)

v)

vi)

show the agency identity card
to the prospect, and also
disclose the agency
appointment letter to the
prospect on demand;

disseminate the requisite
information in respect of
insurance products offered for
sale by his insurer and take into
account the needs of the
prospect while recommending a
specific insurance plan;

where the Insurance agent
represents more than one
insurer offering same line of
products, he should
dispassionately advice the
policyholder on the products of
all Insurers whom he is
representing and the product
best suited to the specific needs
of the prospect.

disclose the scales of
commission in respect of the
insurance product offered for
sale, if asked by the prospect;

indicate the premium to be
charged by the insurer for the
insurance product offered for
sale;

explain to the prospect the
nature of information required
in the proposal form by the
insurer, and also the importance
of disclosure of material
information in the purchase of
an insurance contract;

vii) bring to the notice of the insurer

every fact about the prospect
relevant to insurance
underwriting, including any
adverse habits or income
inconsistency of the prospect,
within the knowledge of the
agent, in the form of a report
called “Insurance Agent’s
Confidential Report” along with

every proposal submitted to the
insurer wherever applicable,
and any material fact that may
adversely affect the
underwriting decision of the
insurer as regards acceptance of
the proposal, by making all
reasonable enquiries about the
prospect;

viii) obtain the requisite documents

xi)

at the time of filing the proposal
form with the insurer; and other
documents subsequently asked
for by the insurer for completion
of the proposal;

advise every prospect to effect
nomination under the policy

inform promptly the prospect
about the acceptance or
rejection of the proposal by the
insurer;

render necessary assistance and
advice to every policyholder on
all policy servicing matters
including assignment of policy,
change of address or exercise of
options under the policy or any
other policy service, wherever
necessary;

xii) render necessary assistance to

the policyholders or claimants
or beneficiaries in complying
with the requirements for
settlement of claims by the
insurer;

2) No insurance agent shall,----

a)

solicit or procure insurance
business without being
appointed to act as such by the
insurer

induce the prospect to omit any
material information in the
proposal form;
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induce the prospect to submit
wrong information in the
proposal form or documents
submitted to the insurer for
acceptance of the proposal;

resort to multilevel marketing
for soliciting and procuring
insurance policies and/or induct
any prospect/policyholder to
join a multilevel level marketing
scheme.

ircdeni

remittance of the premiums by
the policyholders  within the
stipulated time, by giving notice
to the policyholder orally

and in writing;

Any person who acts as an
insurance agent in contravention
of the provisions of this Act shall
be liable to a penalty which may
extend to ten thousand rupees
and any insurer or any person

inspection, examine on oath the
insurance agent or any person
who is found to be in possession
or control of any books,
accounts or other documents,
and any statement made by the
insurance agent or such person
during such examination may
thereafter be used as evidence
in any proceedings under these
Guidelines.

acting on behalf of an insurer, 3) The Authority may also call for
behave in a discourteous who appoints any person as an any information from the
manner with the prospect; insurance agent not permitted insurance agent and he shall

to act as such or transact any submit the same within the time
interfere with any proposal insurance business in India lines referred therein by the
introduced by any other through any such person shall be Authority.
insurance agent; liable to penalty which may

extend to one crore rupees. 4) The purposes of inspection
offer different rates, under this Clause may include
advantages, terms and The insurer shall be responsible but are not limited to ;-
conditions other than those for all acts and omissions of its
offered by his insurer; agents including violation of a) Monitoring compliance with the

code of conduct specified under provisions of the Act,
demand or receive a share of these guidelines, and shall be rules, regulations etc.
proceeds from the beneficiary liable to a penalty which may
under an insurance contract; extend to one crore rupees. b) Investigation of the complaints

of serious nature received from

force a policyholder to . Authority’s right to inspect: any insured, any insurers, other
terminate the existing policy stakeholders or any other
and to effect a new policy from The Authority may appoint one individual on any matter having
him within three years from the or more of its officers as an a bearing on the insurance
date of such termination of the “Investigating Officer” to related activities of the Agent;
earlier policy; undertake inspection of affairs and

of an insurance Agent, to
apply for fresh agency ascertain and see whether the c¢) Investigating into the affairs of
appointment to act as an business is carried on by him/ the Insurance Agent in the
insurance agent, if his agency her as per the Act, Regulations interest of proper development
appointment was earlier and the instructions issued by of insurance business or in
cancelled by the designated the Authority from time to time, protection of policyholder’s
official, and a period of five and also to inspect the books of interest.
years has elapsed from the date accounts, records and
of such cancellation; documents of the Agent. X. Suspension of Appointment of

become or remain a director of
any insurer;

Every insurance agent shall,
with a view to conserve the
insurance business already
procured through him, make
every attempt to ensure

Provided such inspection will be
limited to the matters pertaining
to insurance business
undertaken by the Insurance
Agent.

The Investigating Officer may,
during the course of the

1)

an Agent:

The appointment of an agent
may be cancelled or suspended
after due notice and after giving
him/her a reasonable
opportunity of being heard if
he/she:-

1)
—
o
&
=
o
o
3
=
©
=
£
>
2
©
©
=

(Sa]
~




b)

g

3

XI.

violates the provisions of the
Insurance Act,1938 (4 of 1938),
Insurance Regulatory and
Development Authority Act,
1999 (41 of 1999) or rules or
regulations, made there under
as amended from time to time;

attracts any of the
disqualifications mentioned in
Clause VII.

Fails to comply with the code
of conduct stipulated in Clause
VIl and directions issued by the
Authority from time to time.

Violates terms of appointment.

Fails to furnish any information
relating to his/her activities as
an agent as required by the
Insurer or the Authority;

Fails to comply with the
directions issued by the
Authority;

Furnishes wrong or false
information; or conceals or fails
to disclose material facts in the
application submitted for
appointment of Agent or during
the period of its validity.

does not submit periodical
returns as required by the
Insurer/Authority;

does not co-operate with any
inspection or enquiry conducted
by the Authority;

fails to resolve the complaints
give a satisfactory reply to the
Authority in this behalf;

Manner of holding enquiry
before/after suspension of
appointment of the insurance
Agent:

The appointment of an
insurance agent shall not be

irdai

cancelled unless an enquiry has
been conducted in accordance
with the procedure specified in
this clause.

For the purpose of holding an
enquiry under this clause, the
insurer may appoint an Officer
as an Enquiry Officer within 15
days of the issue of the
suspension order;

The Enquiry Officer shall issue
a show cause notice to the
insurance agent at the
registered address of the
insurance agent calling for all
information / data as deemed
necessary to conduct the
enquiry and grant the insurance
agent a time of 21 days from
date of receipt of the show
cause notice, for submission of
his/her reply and such
information / data called for;

The insurance Agent may, within
21 days from the date of receipt
of such notice, furnish to the
enquiry officer a reply to the
Show cause notice together
with copies of documentary or
other evidence relied on by him
or sought by the Enquiry Officer;

The Enquiry Officer shall give a
reasonable opportunity of
hearing to the insurance agent
to enable him to make
submissions in support of his/
her reply;

The insurance agent may either
appear in person or through any
person duly authorised by him
to present his case, provided
however that the prior approval
of the Insurer is obtained for the
appearance of the ‘Authorised
Person’;

If it is considered necessary, the
Enquiry Officer may require the

10.

Insurer to present its case
through one of its officers;

If it is considered necessary, the
Enquiry Officer may call for
feedback/information from any
other related entity during the
course of enquiry;

If it is considered necessary, the
Enquiry Officer may call for
additional papers from the
insurance agent;

The Enquiry Officer shall make
all necessary efforts to
complete the proceeding at the
earliest but in no case beyond
45 days of the commencement
of the enquiry:

Provided that in case the
enquiry cannot be completed
within the prescribed time limit
of 45 days as mentioned in (10)
above; the enquiry officer may
seek additional time from the
Insurer stating the reason
thereof;

11) The Enquiry Officer shall, after

XIl.

taking into account all relevant
facts and submissions made by
the insurance agent, shall
furnish a report making his/her
recommendations to the
Designated Official. The
Designated Official shall pass a
final order in writing with

reasons. The order of
designated official shall be
signed and dated and

communicated to the agent.

Procedure for Cancellation of
Agency:

On the issue of the final order
for cancellation of agency of the
insurance agent, the agent shall
cease to act as an insurance
agent from the date of the final
order.
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XIll. Publication of order of

suspension/ Cancellation.—

The order of suspension/
cancellation of appointment of
the insurance Agent made

under clause Xl and Xl shall be
displayed on website of the
Insurer and updated in
centralised list of agents
maintained by the Authority, so
that registration of new
business by the suspended/
Cancelled agent is stopped
forthwith by the insurers.

On and from the date of
suspension or cancellation of
agency appointment, the
insurance agent, shall cease to
function as an insurance
agent.

XIV. Effect of suspension/

cancellation of Agency
appointment.—

On and from the date of
suspension or cancellation of
theagency, the insurance
Agent, shall cease to act as an
insurance agent.

The insurer shall recover the
Appointment letter and Identity
card from the agent whose
appointment has been cancelled
under these Guidelines within 7
days of issuance of final order
effecting cancellation of
appointment.

The insurer shall black list the
agent and enter the details of
the agent whose appointment is
suspended/cancelled into the
black listed agents database
maintained by the Authority and
the centralised list of agents
database maintained by the
Authority, in online mode,
immediately after issuance of
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the order effecting suspension/
cancellation.

In case a suspension is revoked
in respect of any agent on
conclusion of disciplinary action
by way of issuance of a
speaking order by Desighated
Official, the details of such
agent shall be removed
from list of black listed Agents
as soon as the Speaking
Order revoking his/her
suspension is issued.

The insurer shall also inform
other insurers, Life or General
or Health Insurer or mono line
insurer with whom he/she is
acting as an agent, of the action
taken against the Agent for their
records and necessary action.

Nothing contained in the above
regulation shall prevent the
Authority to initiate penal action
keeping in mind the extent of
violation and level of violation
as per the provisions of the
Insurance Act, 1938, regulations
and rules there under.

XV. Appeal Provision: An agent who

is aggrieved by the order of
cancellation can appeal to the
insurer within 45 days of the
order. The insurer shall appoint
an Appellate Officer who shall
examine the appeal and give his
decision in the matter in writing
within 30 days of the receipt of
the appeal.

XVI. Procedure to be followed in

respect of resignation/
surrender of appointment by
an insurance agent:

In case an insurance agent
appointed by an insurer wishes
to surrender his agency with
his/her insurer, he/she shall

surrender his appointment
letter and identity card to the
designated official of the insurer
with whom he/she is currently
holding agency.

The Insurer shall issue the
cessation certificate as detailed
in Form 1-C within a period of
15 days from the date of
resignation or surrender of
appointment.

An agent who has surrendered
his appointment may seek fresh
appointment with other insurer.
In such a case, the agent has to
furnish to the new insurer all the
details of his/her previous
agency and produce Cessation
Certificate issued by the
previous insurer issued in Form
I-C, along with his agency
application form.

4) The insurer will consider the

agency application as outlined
in Clause IV after a period of
NINETY DAYS from the date of
the issue of the cessation
certificate by the previous
insurer.

XVIlI. General conditions for

appointment of Agents by the
insurer:

The Insurer shall frame a ‘Board
Approved Policy’ covering
Agency Matters as listed in
Annexure | and file the same
with the Authority before 31st
March every year. The guidelines
for the ‘Board Approved Policy’
to be framed by the Insurer are
mentioned in detail in Annexure
-1

No individual shall act as an
insurance agent for more than
one life insurer, one general
insurer, one health insurer and
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3)

5)

6)

7)

one of each of other mono-line
insurers

Any individual, who acts as an
insurance agent in
contravention of the provisions
of this Act, shall be liable to a
penalty which may extend
to ten thousand rupees.

Any insurer or any
representative of the insurer
acting on behalf of the
insurer, who appoints an
individual as an insurance agent
not permitted to act as such or
transact any insurance business
in India shall be liable to penalty
which may extend to one crore
rupees.

No insurer shall, on or after the
commencement of the
Insurance Laws (Amendment)
Ordinance 2014 appoint any
Principal Agent, Chief Agent,
and Special Agent and transact
any insurance business in India
through them.

No person shall allow or offer
to allow, either directly or
indirectly or an inducement to
any person to take out or renew
or continue an insurance policy
through multilevel marketing
scheme.

The Authority may through an
officer authorized in this behalf,
make a complaint to the
appropriate police authorities
relating to the entity or persons
involved in the Multi-Level
Marketing schemes

Every insurer and every
Designated Official who is acting
on behalf of an insurer in
appointing insurance agents
shall maintain a register
showing the name and address

9)

N

of every insurance agent
appointed by him and the date
on which his appointment began
and the date, if any, on which
his appointment ceased.

The records as mentioned in (8)
above shall be maintained by
the insurer as long as the
insurance agent is in service and
for a period of five years from
the cessation of the
appointment.

XVIIl. Existing Agents licensed by

Authority---

Insurance agents holding a valid
license issued by the Authority
to act as insurance agents of
different insurers and agents
whose licenses are tagged to
standalone health insurers /
Agriculture Insurance Company
Ltd under special permission
granted by the Authority to
Standalone Health Insurers /AIC
of India shall be deemed to have
been appointed by the
respective insurers, and shall
continue to operate as
insurance agents of the
respective Standalone Health
insurers /AIC of India.

The Designated Official of
insurer shall recover the agency
license and identity cards issued
on behalf of the Authority to the
agent before commencement of
these Guidelines, and issue the
agents, appointment letters and
fresh identity cards under these
guidelines within 90 days of
commencement of these
Guidelines.

The agency license and identity
card issued on behalf of the
authority and recovered by the
insurer and the fresh
appointment letter issued by

the insurer should be carefully
preserved by the insurer for
submission to the Authority as
and when called for.

XIX. Power to remove difficulties:

In order to remove any
difficulties in respect of the
application or interpretation of
any of the provisions of these
Guidelines, the Chairperson of
the Authority may issue
appropriate clarifications or
guidelines, as and when
required.

(T.S.Vijayan)
Chairman
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FORM I-A
APPLICATION FOR APPOINTMENT TO ACT AS AN INSURANCE AGENT

(With a Life Insurer OR General Insurer OR Health Insurer)

Paste self attested
passport
Size Photograph

DEAR SIRS,
| request that Appointment to act as an insurance agent of your organisation may be granted to me.

| hereby declare that particulars given below are true and that the APPOINTMENT for which | apply will be used
only by myself for soliciting or procuring insurance business for your Insurance Organisation

(1) Name: 1
(2) Title: State 1 if Mr., 2 Mrs., 3 Miss: []
(3)  Father's/Husband’s Name I A A

(4)  Full Address:

House No

Street

Town

District

State

Pin Code

Mobile No Email id

(5) Date of Birth: Day- Month-Year [ 1[I-I 1L 1-L 1L 1[ 1[ 1 Attach Age proof

(6) Educational Qualifications. (Tick the right Box) (Attach self-attested certificate)

Class X Class Xl Graduate Post Graduate Others

(7)  PAN CARD Number (attach self-attested copy of the PAN CARD)
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(8)  Particulars of pass in pre-recruitment test conducted by the Insurance Institute of India or any Examination
Body :

Name of Examination Body:

Candidate's Name:

Candidate's Number:

Centre of Examination

Name of the Exam passed

Date of Passing (Day- Month-Year)
9) Furnish the details of any insurance agency in force or ever hold by the applicant:
Name of the Agency code | Date of Appointment Date of cessation Reason for
Insurer Number as agent of Agency cessation of agency

*Please attach Agency cessation letter issued by the insurer

10: Details of other insurance related activities undertaken, if any:

11. | declare that----
I have not been found to be of unsound mind by a court of competent jurisdiction;

(b) I have not been found guilty of criminal misappropriation or criminal breach of trust or cheating or forgery
or an abetment of or attempt to commit any such offence by a court of competent jurisdiction;

(c) I have not been found guilty of or to have knowingly participated in or connived at any fraud, dishonestly
or mis-representation against an insurer or an insured.

Place Yours faithfully,

Date: Signature of applicant

Notes and Instructions

1.  The application should be filled in Hindi or English language.

2. Any correction or alteration made in any answer to the questions in the application should be initialled by
the applicant.

3. An applicant must be at least 18 years and above of age on the date of the application. The applicant shall
furnish proof of age.

4.  An applicant shall furnish the proof of pass in the pre-recruitment exam conducted by an examination body
duly recognised by the Insurance Regulatory and Development Authority of India.

5. The following documents should be attached with the application
(@) Age Proof

) Educational Qualifications

) Proof of pass in the agency examination as mentioned above

) Copy of PAN Card

) Address proof to the satisfaction of the insurer
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FORM I-B
APPLICATION OF AN EXISTING INSURANCE AGENT FOR APPOINTMENT TO ACT AS

COMPOSITE INSURANCE AGENT WITH ANOTHER INSURER (LIFE OR GENREAL OR HEALTH
INSURANCE or MONO-LINE INSURANCE)

NAME OF INSURANCE AGENT

DETAILS OF THE INSURANCE AGENCY HELD (Past & Present)

Name of the Agency Date of Date of Reason for
Insurer code Number Appointment cessation cessation of
as agent of Agency agency

Note If Agency is currently in-force with an insurer mention “INFORCE” in the column ‘Date of cessation of
Agency

COMPOSITE INSURANCE AGENCY APPOINTMENT now being sought with

Life Insurer

General Insurer

Health Insurer

Other Mono-Line Insurer

** Mention name of the Insurer in the Box above
Note:

(i) No person shall act as an insurance agent for more than one life insurer, one general insurer, one health
insurer and one of each of other mono-Lline insurers

(ii)  Any person who acts as an insurance agent in contravention of the provisions of this Act, shall be liable to
a penalty which may extend to ten thousand rupees

(iii)  Attach Separate Application Form for each of the Insurance Organisation with whom you seek to obtain
Appointment and submit all the Application Forms to your current insurer only.
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APPLICATION FOR APPOINTMENT TO ACT AS AN INSURANCE AGENT

(With a Life Insurer OR General Insurer OR Health Insurer) for the FIRST TIME.

TO

Paste self attested passport

Size Photograph Paste self attested
'''''''''''''''''''''''''''' passport
(Name of the Insurer), Size Photograph
DEAR SIRS,

| request that Appointment to act as an insurance agent of your insurance Organisationmay be granted to me.

| hereby declare that particulars given below are true and that the APPOINTMENT for which | apply will be used
only by myself for soliciting or procuring insurance business for your Insurance Organisation

(1)  Name: CICICIC IO ICICI0I0 0 00010001
(2) Title : State 1 if are Mr., 2 Mrs., 3 Miss: [1]

(3)  Father's/Husband’s Name 1 1 1 A
(4)  Full Address:

House No

Street

Town

District

State

Pin Code

Mobile No Email id

(5) Date of Birth: Day- Month-Year [ 1[1-[ 1[ 1-[ 1[ I[ 1[ ]Attach Age proof

(6) Educational Qualifications. (Tick the right Box)

Class X Class Xl Graduate Post Graduate Others

(7)  PAN CARD Number (attach Attested copy of the PAN CARD)
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(8)  Give particulars of pass in pre-recruitment test conducted by the Insurance Institute of India or any
examination body:

Name of Examination Body:

Candidate's Name:

Candidate's Number:

Centre of Examination

Name of the Exam passed
Date of Passing (Day- Month-Year)

Note Attach certificate issued by the examining body

9. | declare that----
a) I have not been found to be of unsound mind by a court of competent jurisdiction;
b) | have not been found guilty of criminal misappropriation or criminal breach of trust or cheating or forgery

or an abetment of or attempt to commit any such offence by a court of competent jurisdiction;

c) I have not been found guilty of or to have knowingly participated in or connived at any fraud, dishonestly
or mis-representation against an insurer or an insured.

d) | have not violated the Code of Conduct specified under Clause 7 of the IRDAI (Appointment of Insurance
agents) Guidelines, 2015.

Place Yours faithfully,
Date: Signature of applicant

Notes and Instructions
a) The application should be filled in, as far as possible, in Hindi language or English language.

b) Any correction or alteration made in any answer to the questions in the application should be initialled by
the applicant.

c) An applicant must be at least 18 years of age on the date of the application. If required the applicant shall
furnish proof of age.

d) An applicant shall furnish the proof of pass in the Insurance examination conducted by the Insurance
Institute of India, Mumbai or an examination body approved by the Insurance Regulatory and Development
Authority of India, along with the application.

e) The following documents should be attached with the application (a) Age Proof (b) Educational Qualifications

(c) Proof of pass in the agency examination as mentioned above (d) Copy of PAN Card (e) Address proof to
the satisfaction of the insurer (f) Cessation Certificate if any, that is held by the Agent

Note to the Insurer:
(1)  The applicant should be provided with an acknowledgment for the receipt of the Agency Application form

(2) The details in the application form should be verified with the data available with the insurer and the
application form with due authentication should be forwarded to the insurer with whom the applicant is
seeking Agency within 15 days of the receipt of the application form from the applicant. A copy of the
forwarding letter should be sent to the applicant for his records.

(3) The designated official of the Insurer should ensure that under no circumstances, there is a delay in
forwarding the application form to the concerned insurer.

(4) The applicant shall ascertain from the Insurer to whom he has submitted the Agency Application form on
the status of the Agency application submitted by him.
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Form I-C.
Certificate to be issued by the Insurer to
Agents on cessation of Insurance Appointment

Certificate
We hereby declare that Shri / SMt. ...t e e e e e e e e e e reeaneanaes (Name) Unique
Agency NUMDET ..t e e e was appointed as an Insurance Agent in our
(15T 1a] 7. L [o] 3 K N (Name of the present Insurer) and the details of

the Agency held with us are as follows:

The details of the agency held with us are as follows:

Particulars of the Agent

Agents Name

Agency Code Number
(Allotted by the Insurer)

Date of issue of appointment

Category of appointment

(Life / Non-Life/ Health Composite)
In case composite furnish

names of other insurers

PAN NUMBER of the Agent
Date of submitting resignation /
surrender of insurance appointment if any

Date of acceptance of resignation /
surrender of insurance appointment if any

Reasons for leaving the organization

Remarks of the Insurer if any

Sd/-
(Designated Official)
(Name)

(ID)
(Designation)
(Department)

Date
Place

Name of the Insurer

Instructions:

The above Certificate should be issued on the Insurer’s official letterhead.

The above Certificate should be issued by the designated official of the organization / department

There should be clear signature & office seal of the issuing authority.

The Insurer should retain a copy of the certificate in the Agency file for records.

Data of agency resignation / cancellation should be intimated to IRDAI

The insurer shall take steps to recover all documents such as identity card, unused cover note, blank forms
etc. before issuing of this certificate

DU DNWN =
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ANNEXURE I.
GUIDELINES FOR BOARD APPROVED POLICY TO BE FRAMED BY INSURERS:

(@) Insures shall frame a ‘Board Approved Policy’ on the following Agency Matters and file the same with the
Authority before 31stMarch every year.

(b)  The Board approved Policy shall encompass the following
(1)  Eligibility conditions for appointment of Insurance Agents which inter alia shall include
i Eligible Age for appointment

ii. Eligible Educational qualification, suggested minimum qualification to be prescribed by the insurer
is a pass in 10th standard or equivalent examination from a recognised Board / Institution.

iii.  Interview procedure if any for appointment.

(2)  Pre-Recruitment Training on Insurance to applicants: Every insurer shall endeavor to impart insurance
training to the applicants for agency, so as to equip them with the insurance knowledge to appear for
insurance agency examination. It is suggested to prescribe a practical training in accordance with the
syllabus prescribed by the Authority in Life / General / Heath Insurance as the case may be for not les than
25 hours. The details thereof shall be mentioned in the Board Approved Policy.

(3)  Skill Development Training Every insurer shall endeavor to utilize the ‘Skill Development Training conducted
by National Skill Development Council (NSDC), Government of India; BFSI SSC financial sector skill council
in a phased manner.

(4)  Agency Performance Review Policy: Every Insurer shall specify the following criteria:
a. The Minimum Business Guarantee norms to be achieved by agents during the agency year
b. The criteria for termination of agency for failure to achieve the Minimum Business Guarantee

C. The criteria for re-appointment/re-instatement of agents terminated for failure to achieve the
Minimum Business Guarantee

(5)  Agency Remuneration and Benefits: Every Insurer shall specify the following criteria and file the same with
the Authority:

a. Criteria for payment of incentive (bonus) commission if any, to agents over and above the standard
commission as prescribed in the product,

b. Criteria for considering eligibility for payment of renewal commission (ERC status) if any, to agents
after termination of agency.

C. Criteria for payment of hereditary commission if any, to the heirs of agent in the event of unfortunate
death of agent.

d. Criteria to offer group life insurance cover, group personal accident cover, group health insurance
cover and any other such benefits, if any, to the agents.

e. Schedule of payments of commission and various other benefits to the agents

The Board of Directors of the Insurer shall review the Board Approved Policy every year; and file changes
if any, in the Policy by 31st March of that year.
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Separate paging is given to this Part in order that it may be filed as a separate compilation.

MINISTRY OF LAW AND JUSTICE
(Legislative Department)

New Delhi, the 23rd March, 2015/Chaitra 2, 1937 (Saka)
The following Act of Parliament received the assent of the President on the

20th March, 2015, and is hereby published for general information:—

THE INSURANCE LAWS (AMENDMENT) ACT, 2015
No. 5 or 2015
[20th March, 2015.]

An Act further to amend the Insurance Act, 1938 and the General Insurance
Business (Nationalisation) Act, 1972 and to amend the Insurance Regulatory
and Development Authority Act, 1999.

BE itenacted by Parliament in the Sixty-sixth Year of the Republic of India as follows:—
CHAPTERI
PRELIMINARY

1. (/) This Act may be called the Insurance Laws (Amendment) Act, 2015.

(2) It shall be deemed to have come into force on the 26th day of December, 2014.
CHAPTERII
AMENDMENTS TO THE INSURANCE AcT, 1938

4 of 1938. 2. In the Insurance Act, 1938 (hereafter in this Chapter referred to as the Insurance
Act), throughout the Act,—

7 of 1913. (a) for the words and figures "the Indian Companies Act,1913", wherever they

18 of 2013. occur, the words and figures "the Companies Act, 2013" shall be substituted;

Short title
and
commencement.

Substitution
of references
to certain
expressions
by certain
other
expressions.
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(b) for the words and figures "the Companies Act,1956", wherever they occur,

the words and figures "the Companies Act, 2013" shall be substituted.

3. In section 2 of the Insurance Act,—

(i) for clauses (/) and (/A), the following clauses shall be substituted, namely:—

'(1) "actuary" means an actuary as defined in clause (a) of sub-section (/)
of section 2 of the Actuaries Act, 2006;

(IA) "Authority" means the Insurance Regulatory and Development
Authority of India established under sub-section (/) of section 3 of the Insurance
Regulatory and Development Authority Act, 1999;';

(ii) clause (5A) shall be omitted;
(iii) after clause (6B), the following clause shall be inserted, namely:—

'(6C) "health insurance business" means the effecting of contracts which
provide for sickness benefits or medical, surgical or hospital expense benefits,
whether in-patient or out-patient travel cover and personal accident cover;';

(iv) for clause (7A), the following clause shall be substituted, namely:—

'(7A) "Indian insurance company" means any insurer, being a company
which is limited by shares, and,—

(a) which is formed and registered under the Companies Act, 2013
as a public company or is converted into such a company within one year
of the commencement of the Insurance Laws (Amendment) Act, 2015;

(b) in which the aggregate holdings of equity shares by foreign
investors, including portfolio investors, do not exceed forty-nine per cent.
of the paid up equity capital of such Indian insurance company, which is
Indian owned and controlled, in such manner as may be prescribed.

Explanation.—For the purposes of this sub-clause, the expression
"control" shall include the right to appoint a majority of the directors or to
control the management or policy decisions including by virtue of their
shareholding or management rights or shareholders agreements or voting
agreements;

(c) whose sole purpose is to carry on life insurance business or
general insurance business or re-insurance business or health insurance
business;’;

(v) clause (8) shall be omitted;
(vi)in clause (8A),—

(I) for sub-clause (b), the following sub-clause shall be substituted,
namely:—

"(b) having a minimum paid-up capital of rupees one hundred crore
in case of life insurance business, general insurance business and health
insurance business;";

(II) in sub-clause (d), after the words "general insurance business", the
words "or health insurance business" shall be inserted;

(vii) for clause (9), the following clause shall be substituted, namely:—
'(9) "insurer" means—

(a) an Indian Insurance Company, or

1 of 1956.
18 of 2013.

35 of 2006.

41 of 1999.

18 of 2013.
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(b) a statutory body established by an Act of Parliament to carry on
insurance business, or

(c) an insurance co-operative society, or

(d) a foreign company engaged in re-insurance business through a
branch established in India.

Explanation.—For the purposes of this sub-clause, the expression
"foreign company" shall mean a company or body established or
incorporated under a law of any country outside India and includes Lloyd's
established under the Lloyd's Act, 1871 (United Kingdom) or any of its
Members;';

(viii) in clause (10), the words and figures "licensed under section 42" shall be
omitted;

(ix) in clause (11), in sub-clause (c), for the words "annuities payable out of any
fund", the words "benefit payable out of any fund" shall be substituted,;

(x) clauses (12), (13) and (15) shall be omitted;

(x7) in clause (16), for the words, brackets, figures and letter "clauses (/3) and
(13A) of section 2 of the Indian Companies Act, 1913", the words, brackets and figures
"clause (68) and clause (72) of section 2 of the Companies Act, 2013" shall be
substituted;

(xii) after clause (16), the following clauses shall be inserted, namely:—

'(16A) "regulations" means the regulations framed by the Insurance
Regulatory and Development Authority of India established under the Insurance
Regulatory and Development Authority Act, 1999;

(16B) "re-insurance" means the insurance of part of one insurer's risk by
another insurer who accepts the risk for a mutually acceptable premium;

(16C) "Securities Appellate Tribunal" means the Securities Appellate
Tribunal established under section 15K of the Securities and Exchange Board of
India Act, 1992;";

(xiii) clause (17) shall be omitted.

4. After section 2CA of the Insurance Act, the following section shall be inserted,

namely:—

"2CB. (1) No person shall take out or renew any policy of insurance in respect of
any property in India or any ship or other vessel or aircraft registered in India with an
insurer whose principal place of business is outside India save with the prior permission
of the Authority.

(2) If any person contravenes the provision of sub-section (/), he shall be liable
to a penalty which may extend to five crore rupees.".

5. Section 2E of the Insurance Act shall be omitted.

6. In section 3 of the Insurance Act,—
(i) for sub-section (2), the following sub-section shall be substituted, namely:—

“(2) Every application for registration shall be made in such manner and
shall be accompanied by such documents as may be specified by the
regulations.";

(i) in sub-section (2A), in clause (d), for the figures, letter and word "5, 31A and
32", the figures, word and letter "5 and 31A" shall be substituted,;

Insertion of
new section
2CB.
Properties in
India not to be
insured with
foreign
insurers
except with
the permission
of Authority.

Omission of
section 2E.

Amendment
of section 3.
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(iii) for sub-section (2C), the following sub-section shall be substituted,
namely:—

"(2C) Any person aggrieved by the decision of the Authority refusing
registration may, within thirty days from the date on which a copy of the decision
is received by him, appeal to the Securities Appellate Tribunal.";

(iv) sub-section (2D) shall be omitted;

(v) for sub-sections (3), (4), (5) and (5A), the following sub-sections shall be
substituted, namely:—

"(3) In the case of any insurer having joint venture with a person having
its principal place of business domiciled outside India or any insurer as defined
in sub-clause (d) of clause (9) of section 2, the Authority may withhold registration
already made if it is satisfied that in the country in which such person has been
debarred by law or practice of that country to carry on insurance business.

(4) The Authority may suspend or cancel the registration of an insurer
either wholly or in so far as it relates to a particular class of insurance business,
as the case may be,—

(a) if the insurer fails, at any time, to comply with the provisions of
section 64 VA as to the excess of the value of his assets over the amount of
his liabilities, or

(b) if the insurer is in liquidation or is adjudged as an insolvent, or

(c) if the business or a class of the business of the insurer has been
transferred to any person or has been transferred to or amalgamated with
the business of any other insurer without the approval of the Authority, or

(d) if the insurer makes default in complying with, or acts in
contravention of, any requirement of this Act or of any rule or any regulation
or order made or, any direction issued thereunder, or

(e) if the Authority has reason to believe that any claim upon the
insurer arising in India under any policy of insurance remains unpaid for
three months after final judgment in regular court of law, or

(f) if the insurer carries on any business other than insurance business
or any prescribed business, or

(g) if the insurer makes a default in complying with any direction
issued or order made, as the case may be, by the Authority under the
Insurance Regulatory and Development Authority Act, 1999, or 41 of 1999.

(h) if the insurer makes a default in complying with, or acts in
contravention of, any requirement of the Companies Act, 2013 or the General ~ 18 of 2013.
Insurance Business (Nationalisation) Act, 1972 or the Foreign Exchange 57 of 1972.

Management Act, 1999 or the Prevention of Money Laundering Act, 2002, ﬁ 2£ éggg'
or

(7) if the insurer fails to pay the annual fee required under section
3A, or

(j) if the insurer is convicted for an offence under any law for the
time being in force, or

(k) if the insurer being a co-operative society set up under the relevant
State laws or, as the case may be, the Multi-State Co-operative Societies
Act, 2002, contravenes the provisions of law as may be applicable to the 39 of 2002.
insurer.
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(5) When the Authority suspends or cancels any registration under
clause (a), clause (d), clause (e), clause (f), clause (g) or clause (i) of sub-section
(4), it shall give notice in writing to the insurer of its decision, and the decision
shall take effect on such date as it may specify in that behalf in the notice, such
date not being less than one month not more than two months from the date of
the receipt of the notice in the ordinary course of transmission.

(5A) When the Authority suspends or cancels any registration under
clause (D), (¢), (j) or (k) of sub-section (4), the suspension or cancellation, as the
case may be, shall take effect on the date on which notice of the order of
suspension or cancellation is served on the insurer.";

(vi) for sub-section (5C), the following sub-section shall be substituted, namely:—

"(5C) Where a registration is suspended or cancelled under clause (a),
clause (d), clause (e), clause (f), clause (g) or clause (i) of sub-section (4), the
Authority may at its discretion revive the registration, if the insurer within six
months from the date on which the suspension or cancellation took effect
complies with the provisions of section 64 VA as to the excess of the value of his
assets over the amount of his liabilities or has had an application under sub-
section (4) of section 3A accepted, or satisfies the Authority that no claim upon
him such as is referred to in clause (e) of sub-section (4) remains unpaid or that
he has complied with any requirement of this Act or the Insurance Regulatory
and Development Authority Act, 1999, or of any rule or any regulation, or any
order made thereunder or any direction issued under those Acts, or that he has
ceased to carry on any business other than insurance business or any prescribed
business, as the case may be, and complies with any directions which may be
given to him by the Authority.".

7. For section 3A of the Insurance Act, the following section shall be substituted,

namely:—

"3A. (I) An insurer who has been granted a certificate of registration under

section 3 shall pay such annual fee to the Authority in such manner as may be specified
by the regulations.

(2) Any failure to deposit the annual fee shall render the certificate of registration

liable to be cancelled.".

8. For section 4 of the Insurance Act, the following section shall be substituted,

namely:—

"4. The insurer shall pay or undertake to pay on any policy of life insurance or a

group policy issued, a minimum annuity and other benefits as may be determined by
regulations excluding any profit or bonus provided that this shall not prevent an
insurer from converting any policy into a paid-up policy of any value or payment of
surrender value of any amount.".

9. In section 5 of the Insurance Act,—

(7) in sub-section (/), both the provisos shall be omitted;

(if) sub-section (3) shall be omitted.

10. For section 6 of the Insurance Act, the following section shall be substituted,

namely:—

"6. (1) No insurer not being an insurer as defined in sub-clause (d) of clause (9)

of section 2, carrying on the business of life insurance, general insurance, health
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insurance or re-insurance in India or after the commencement of the Insurance
Regulatory and Development Authority Act, 1999, shall be registered unless he has,—

(i) a paid-up equity capital of rupees one hundred crore, in case of a
person carrying on the business of life insurance or general insurance; or

(if) a paid-up equity capital of rupees one hundred crore, in case of a
person carrying on exclusively the business of health insurance; or

(iii) a paid-up equity capital of rupees two hundred crore, in case of a
person carrying on exclusively the business as a re-insurer:

Provided that the insurer, may enhance the paid-up equity capital, as
provided in this section in accordance with the provisions of the Companies
Act, 2013, the Securities and Exchange Board of India Act, 1992 and the rules,
regulations or directions issued thereunder or any other law for the time being in
force:

Provided further that in determining the paid-up equity capital, any
preliminary expenses incurred in the formation and registration of any insurer as
may be specified by the regulations made under this Act, shall be excluded.

(2) No insurer, as defined in sub-clause (d) of clause (9) of section 2, shall be
registered unless he has net owned funds of not less than rupees five thousand

crore.".
Amendment 11. In section 6A of the Insurance Act,—
of section ) . ) )
6A. (i) for sub-section (1), the following sub-section shall be substituted, namely:—

"(I) No public company limited by shares having its registered office in
India, shall carry on life insurance business or general insurance business or
health insurance business or re-insurance business, unless it satisfies the
following conditions, namely:—

(i) that the capital of the company shall consist of equity shares
each having a single face value and such other form of capital, as may be
specified by the regulations;

(ii) that the voting rights of shareholders are restricted to equity
shares;

(iii) that, except during any period not exceeding one year allowed
by the company for payment of calls on shares, the paid-up amount is the
same for all shares, whether existing or new:

Provided that the conditions specified in this sub-section shall not
apply to a public company which has, before the commencement of the
Insurance (Amendment) Act, 1950, issued any shares other than ordinary
shares each of which has a single face value or any shares, the paid-up
amount whereof is not the same for all of them for a period of three years
from such commencement.";

(if) in sub-section (2), after the words "paid-up amount of the", the word
"equity"shall be inserted;

(7ii) for sub-section (4), the following sub-section shall be substituted, namely:—

"(4) A public company as aforesaid which carries on life insurance business,
general and health insurance business and re-insurance business—

(a) shall, in addition to the register of members maintained under the
Companies Act, 2013, maintain a register of shares in which the name,
occupation and address of the beneficial owner of each share shall be

41 of 1999.

18 of 2013.
15 of 1992.

47 of 1950.

18 of 2013.
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entered including any change of beneficial owner declared to it within
fourteen days from the receipt of such declaration;

(b) shall not register any transfer of its shares—

(7) unless, in addition to compliance being made with the
18 of 2013. provisions of section 56 of the Companies Act, 2013, the transferee
furnishes a declaration in the prescribed form as to whether he
proposes to hold the shares for his own benefit or as a nominee,
whether jointly or severally, on behalf of others and in the latter case
giving the name, occupation and address of the beneficial owner or
owners, and the extent of the beneficial interest of each;

(if) where, after the transfer, the total paid-up holding of the
transferee in the shares of the company is likely to exceed five per
cent. of its paid-up capital unless the previous approval of the
Authority has been obtained to the transfer;

(iii) where, the nominal value of the shares intended to be
transferred by any individual, firm, group, constituents of a group,
or body corporate under the same management, jointly or severally
exceeds one per cent. of the paid-up equity capital of the insurer,
unless the previous approval of the Authority has been obtained
for the transfer.

Explanation.—For the purposes of this sub-clause, the
expressions "group" and "same management" shall have the
meanings respectively assigned to them in the Competition

12 of 2003. Act, 2002.";

(iv) sub-sections (3), (6), (7), (8), (9) and (10) shall be omitted;
(v) in sub-section (11),—

(a) in the opening portion, the words, brackets and figures "except those
of sub-sections (7), (8) and (9)" shall be omitted;

(b) in clause (i), the word “and” shall be omitted;
(¢) clause (if) shall be omitted;

(d) in the Explanation 1, in clause (ii), in sub-clause (c), the words
"managing agent" shall be omitted.

12. Section 6AA of the Insurance Act shall be omitted.
13. In section 6B of the Insurance Act,—
(i) in sub-section (/),—

(a) for the words "life insurance business", the words "life or general or
health insurance or re-insurance business" shall be substituted; and

(b) for the words "Central Government", the word "Authority" shall be
substituted;

(if) in sub-sections (2) and (3), for the words "High Court", the words "the
Securities Appellate Tribunal" shall be substituted;".

(iii) sub-section (4) shall be omitted.

14. Sections 6C, 7, 8 and 9 of the Insurance Act shall be omitted.

15. In section 10 of the Insurance Act,—

(i) in sub-section (/), for the words "prescribed in this behalf", the words
"specified by the regulations" shall be substituted;

Omission of
section 6AA.
Amendment
of section 6B.
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sections 6C,
7, 8 and 9.

Amendment
of section 10.
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(if) in sub-section (2),—

(a) the words, brackets and figures, "after the expiry of six months from the
commencement of the Insurance (Amendment) Act, 1946", shall be omitted; 6 of 1946.

(b) the words "under the law of the insurer's country" occurring at the
end, shall be omitted.

(71i) after sub-section (2A), the following sub-section shall be inserted, namely:—

"(2AA) Where the insurer carries on the business of insurance, all receipts
due in respect of each sub-class of such insurance business shall be carried to
and shall form a separate fund, the assets of which shall be kept separate and
distinct from other assets of the insurer and every insurer shall submit to the
Authority the necessary details of such funds as may be required by the Authority
from time to time and such funds shall not be applied directly or indirectly, save
as expressly permitted under this Act or regulations made thereunder.".

Substitution 16. For section 11 of the Insurance Act, the following section shall be substituted,
of new namely:—

section for

section 11.

Accounts and "11. (1) Every insurer, on or after the date of the commencement of the Insurance
balance sheet. Laws (Amendment) Act, 2015, in respect of insurance business transacted by him and

in respect of his shareholders' funds, shall, at the expiration of each financial year,
prepare with reference to that year, balance sheet, a profit and loss account, a separate
account of receipts and payments, a revenue account in accordance with the regulations
as may be specified.

(2) Every insurer shall keep separate accounts relating to funds of shareholders
and policyholders.

(3) Unless the insurer is a company as defined in clause (20) of section 2 of the
Companies Act, 2013, the accounts and statements referred to in sub-section (/) shall 18 of 2013.
be signed by the insurer, or in the case of a company by the chairman, if any, and two
directors and the principal officer of the company, or in case of an insurance cooperative
society by the person in charge of the society and shall be accompanied by a
statement containing the names, descriptions and occupations of, and the directorships
held by, the persons in charge of the management of the business during the period to
which such accounts and statements refer and by a report on the affairs of the
business during that period.".

Substitution 17. For section 12 of the Insurance Act, the following section shall be substituted,
of new namely:—

section for

section 12.

Audit. "12. The balance sheet, profit and loss account, revenue account and profit and

loss appropriation account of every insurer, in respect of all insurance business

transacted by him, shall, unless they are subject to audit under the Companies

Act, 2013, be audited annually by an auditor, and the auditor shall in the audit of all 18 of 2013.
such accounts have the powers of, exercise the functions vested in, and discharge the

duties and be subject to the liabilities and penalties imposed on, auditors of companies

by section 147 of the Companies Act, 2013.".

Amendment 18. In section 13 of the Insurance Act,—
of section 13.

(7) for sub-section (1), the following sub-section shall be substituted, namely:—

"(1) Every insurer carrying on life insurance business shall, once at least
every year cause an investigation to be made by an actuary into the financial
condition of the life insurance business carried on by him, including a valuation
of his liabilities in respect thereto and shall cause an abstract of the report of
such actuary to be made in accordance with the regulations:
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Provided that the Authority may, having regard to the circumstances of
any particular insurer, allow him to have the investigation made as at a date not
later than two years from the date as at which the previous investigation was
made:

Provided further that every insurer, on or after the commencement of the
Insurance Regulatory and Development Authority Act, 1999, shall cause an
abstract of the report of the actuary to be made in such manner as may be
specified by the regulations.";

(ii) for sub-section (4), the following sub-section shall be substituted, namely:—

"(4) There shall be appended to every such abstract a statement prepared
in such form and in such manner as may be specified by the regulations:

Provided that, if the investigation referred to in sub-sections (/) and (2) is
made annually by any insurer, the statement need not be appended every year
but shall be appended at least once in every three years.";

(iii) for sub-section (6), the following sub-section shall be substituted, namely:—

'(6) The provisions of this section relating to the life insurance business
shall apply also to any such sub-class of insurance business included in the
class "Miscellaneous Insurance" and the Authority may authorise such
modifications and variations of regulations as may be necessary to facilitate
their application to any such sub-class of insurance business:

Provided that, if the Authority is satisfied that the number and amount of
the transactions carried out by an insurer in any such sub-class of insurance
business is so small as to render periodic investigation and valuation
unnecessary, it may exempt that insurer from the operation of this sub-section in
respect of that sub-class of insurance business.'.

19. For section 14 of the Insurance Act, the following section shall be substituted,
namely:—

"14. (1) Every insurer, in respect of all business transacted by him, shall maintain—

(a) arecord of policies, in which shall be entered, in respect of every policy
issued by the insurer, the name and address of the policyholder, the date when
the policy was effected and a record of any transfer, assignment or nomination
of which the insurer has notice;

(b) arecord of claims, every claim made together with the date of the claim,
the name and address of the claimant and the date on which the claim was
discharged, or, in the case of a claim which is rejected, the date of rejection and
the grounds thereof; and

(c) arecord of policies and claims in accordance with clauses (a) and (D)
may be maintained in any such form, including electronic mode, as may be
specified by the regulations made under this Act.

(2) Every insurer shall, in respect of all business transacted by him, endeavour

to issue policies above a specified threshold in terms of sum assured and premium in
electronic form, in the manner and form to be specified by the regulations made under
this Act.".

Substitution
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Substitution of 20. For section 15 of the Insurance Act, the following section shall be substituted,
new section for namely:—

section 15.

Submission of "15. (1) The audited accounts and statements referred to in section 11 or sub-
returns. section (5) of section 13 and the abstract and statement referred to in section 13 shall

be printed, and four copies thereof shall be furnished as returns to the Authority
within six months from the end of the period to which they refer.

(2) Of the four copies so furnished, one shall be signed in the case of a company
by the chairman and two directors and by the principal officer of the company and, if
the company has a managing director by that managing director and one shall be
signed by the auditor who made the audit or the actuary who made the valuation, as
the case may be.".

Omission of 21. Section 16 of the Insurance Act shall be omitted.

section 16.

Omission of 22. Sections 17 and 17A of the Insurance Act shall be omitted.
sections 17

and 17A.

Amendment 23. In section 20 of the Insurance Act,—

of section 20. (7) for sub-section (/), the following sub-section shall be substituted, namely:—

"(I) Every return furnished to the Authority or certified copy thereof shall
be kept by the Authority and shall be open to inspection; and any person may
procure a copy of any such return, or of any part thereof, on payment of such fee
as may be specified by the regulations.";

(i) in sub-section (2), the words and figures "or section 16" shall be omitted;
(iii) in sub-section (3), for the words "one rupee", the words "such fee as may be
specified by the regulations" shall be substituted.

Amendment 24. In section 21 of the Insurance Act,—

f section 21. . . . . . ) .
oF section (i) in sub-section (/), in clause (d), the words and figures "or section 16" shall be

omitted;
(i) for sub-section (2), the following sub-section shall be substituted, namely:—

"(2) The Securities Appellate Tribunal may, on the application of an insurer
and after hearing the Authority, cancel any order made by the Authority under
clause (d) of sub-section (/) or may direct the acceptance of such a return which
the Authority has declined to accept, if the insurer satisfies the Tribunal that the
action of the Authority was in the circumstances unreasonable:

Provided that no application under this sub-section shall be entertained
unless it is made before the expiration of four months from the date when the
Authority made the order or declined to accept the return.".

Amendment 25. In section 22 of the Insurance Act,—

f section 22. . . ) Y
oF section (7) in sub-section (7), the words, brackets, letter and figures"or an abstract of a

valuation report furnished under clause (c) of sub-section (2) of section 16" shall be
omitted;

(if) in sub-section (2), the words, brackets and figures "or, as the case may be, of
sub-section (2) of section 16" shall be omitted.

Substitution 26. For sections 27,27A, 27B, 27C and 27D of the Insurance Act, the following sections

of new shall be substituted, namely:—
sections for

sections 27,

27A, 27B,

27C and 27D.

Investment of ‘27. (1) Every insurer shall invest and at all times keep invested assets equivalent
assets. to not less than the sum of—

(a) the amount of his liabilities to holders of life insurance policies in India
on account of matured claims, and
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(b) the amount required to meet the liability on policies of life insurance
maturing for payment in India,

less—

(7) the amount of premiums which have fallen due to the insurer on
such policies but have not been paid and the days of grace for payment of
which have not expired, and

(if) any amount due to the insurer for loans granted on and within
the surrender values of policies of life insurance maturing for payment in
India issued by him or by an insurer whose business he has acquired and
in respect of which he has assumed liability in the following manner,
namely:—

(a) twenty-five per cent. of the said sum in Government
securities, a further sum equal to not less than twenty-five per cent.
of the said sum in Government securities or other approved
securities; and

(b) the balance in any of the approved investments,

as may be specified by the regulations subject to the limitations, conditions and
restrictions specified therein.

(2) In the case of an insurer carrying on general insurance business, twenty
per cent. of the assets in Government Securities, a further sum equal to not less than
ten per cent. of the assets in Government Securities or other approved securities and
the balance in any other investment in accordance with the regulations of the Authority
and subject to such limitations, conditions and restrictions as may be specified by the
Authority in this regard.

Explanation.—In this section, the term "assets" means all the assets of insurer
at their carrying value but does not include any assets specifically held against any
fund or portion thereof in respect of which the Authority is satisfied that such fund or
portion thereof, as the case may be, is regulated by the law of any country outside
India or miscellaneous expenditure or in respect of which the Authority is satisfied that
it would not be in the interest of the insurer to apply the provisions of this section.

(3) For the purposes of sub-sections (/) and (2), any specified assets shall,
subject to such conditions, if any, as may be specified, be deemed to be assets invested
or kept invested in approved investments specified by regulations.

(4) In computing the assets referred to in sub-sections (/) and (2), any investment
made with reference to any currency other than the Indian rupee which is in excess of
the amount required to meet the liabilities of the insurers in India with reference to that
currency, to the extent of such excess, shall not be taken into account:

Provided that nothing contained in this sub-section shall affect the operation of
sub-section (2):

Provided further that the Authority may, either generally or in any particular
case, direct that any investment shall, subject to such conditions as may be imposed,
be taken into account, in such manner as may be specified in computing the assets
referred to in sub-sections (/) and (2) and where any direction has been issued under
this proviso, copies thereof shall be laid before each house of Parliament as soon as
may be after it is issued.

(5) Where an insurer has accepted re-insurance in respect of any policies of
life insurance issued by another insurer and maturing for payment in India or has
ceded re-insurance to another insurer in respect of any such policies issued by himself,
the sum referred to in sub-section (/) shall be increased by the amount of the liability
involved in such acceptance and decreased by the amount of the liability involved in
such cession.
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(6) The Government securities and other approved securities in which assets are
under sub-section (/) or sub-section (2) to be invested and kept invested shall be held
by the insurer free of any encumbrance, charge, hypothecation or lien.

(7) The assets required by this section to be held invested by an insurer
incorporated or domiciled outside India shall, except to the extent of any part thereof
which consists of foreign assets held outside India, be held in India and all such assets
shall be held in trust for the discharge of the liabilities of the nature referred to in sub-
section (/) and shall be vested in trustees resident in India and approved by the
Authority, and the instrument of trust under this sub-section shall be executed by the
insurer with the approval of the Authority and shall define the manner in which alone
the subject-matter of the trust shall be dealt with.

Explanation.—This sub-section shall apply to an insurer incorporated in India
whose share capital to the extent of one-third is owned by, or the members of whose
governing body to the extent of one-third consists of members domiciled elsewhere
than in India.

27A. (1) No insurer carrying on life insurance business shall invest or keep
invested any part of his controlled fund and no insurer carrying on general business
shall invest or keep invested any part of his assets otherwise than in any of the
approved investments as may be specified by the regulations subject to such limitations,
conditions and restrictions therein.

(2) Notwithstanding anything contained in sub-section (/) or sub-section (2) of
section 27, an insurer may, subject to the provisions contained in the next succeeding
sub-sections, invest or keep invested any part of his controlled fund or assets otherwise
than in an approved investment, if—

(i) after such investment, the total amounts of all such investments of the
insurer do not exceed fifteen per cent. of the sum referred to in sub-section (/) of
section 27 or fifteen per cent. of the assets referred to in sub-section (2) as the
case may be;

(if) the investment is made, or, in the case of any investment already made,
the continuance of such investment is with the consent of all the directors
present at a meeting and eligible to vote, special notice of which has been given
to all the directors then in India, and all such investments, including investments
in which any director is interested, are reported without delay to the Authority
with full details of the investments and the extent of the director's interest in any
such investment.

(3) An insurer shall not out of his controlled fund or assets as referred to in
section 27,—

(a) invest in the shares of any one banking company; or
(b) invest in the shares or debentures of any one company,
more than the percentage specified by the regulations.

(4) An insurer shall not out of his controlled fund or assets as referred to in
sub-section (2) of section 27 invest or keep invested in the shares or debentures of
any private limited company.

(5) All assets forming the controlled fund or assets as referred to in
sub-section (2) of section 27, not being Government securities or other approved
securities in which assets are to be invested or held invested in accordance with this
section, shall (except for a part thereof not exceeding one-tenth of the controlled fund
or assets as referred to in sub-section (2) thereof in value which may, subject to such
conditions and restrictions as may be prescribed, be offered as security for any loan
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taken for purposes of any investment), be held free of any encumbrance, charge,
hypothecation or lien.

(6) If at any time the Authority considers any one or more of the investments of
an insurer to be unsuitable or undesirable, the Authority may, after giving the insurer
an opportunity of being heard, direct him to realise the investment or investments, and
the insurer shall comply with the direction within such time as may be specified in this
behalf by the Authority.

(7) Nothing contained in this section shall be deemed to affect in any way the
manner in which any moneys relating to the provident fund of any employee or to any
security taken from any employee or other moneys of a like nature are required to be
held by or under any Central Act, or Act of a State legislature.

Explanation.—In this section "controlled fund" means—
(a) in the case of any insurer carrying on life insurance business—
(i) all his funds, if he carries on no other class of insurance business;

(ii) all the funds in India appertaining to his life insurance business
if he carries on some other class of insurance business also.

Explanation.—For the purposes of sub-clauses (i) and (i), the fund does
not include any fund or portion thereof in respect of which the Authority is
satisfied that such fund or portion, as the case may be, is regulated by the law in
force of any country outside India or it would not be in the interest of the insurer
to apply the provisions of this section;

(b) in the case of any other insurer carrying on life insurance business—

(i) all his funds in India, if he carries on no other class of insurance
business;

(i7) all the funds in India appertaining to his life insurance business
if he carries on some other class of insurance business also; but does not
include any fund or portion thereof in respect of which the Authority is
satisfied that such fund or portion thereof, as the case may be, is regulated
by the law of any country outside India or in respect of which the Authority
is satisfied that it would not be in the interest of the insurer to apply the
provisions of this section.

27B. (I) All assets of an insurer carrying on general insurance business shall,
subject to such conditions, if any, as may be prescribed, be deemed to be assets
invested or kept invested in approved investments specified in section 27.

(2) All assets shall (except for a part thereof not exceeding one-tenth of the total
assets in value which may subject to such conditions and restrictions as may be
prescribed, be offered as security for any loan taken for purposes of any investment or
for payment of claims, or which may be kept as security deposit with the banks for
acceptance of policies) be held free of any encumbrance, charge, hypothecation or
lien.

(3) Without prejudice to the powers conferred on the Authority by sub-section (5)
of section 27A nothing contained in this section shall be deemed to require any insurer
to realise any investment made in conformity with the provisions of sub-section (/) of
section 27 after the commencement of the Insurance (Amendment) Act, 1968, which,
after the making thereof, has ceased to be an approved investment within the meaning
of this section.

27C. An insurer may invest not more than five per cent. in aggregate of his
controlled fund or assets as referred to in sub-section (2) of section 27 in the companies
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belonging to the promoters, subject to such conditions as may be specified by the
regulations.

27D. (1) Without prejudice to anything contained in this section, the Authority
may, in the interests of the policyholders, specify by the regulations, the time, manner
and other conditions of investment of assets to be held by an insurer for the purposes
of this Act.

(2) The Authority may give specific directions for the time, manner and other
conditions subject to which the funds of policyholders shall be invested in the
infrastructure and social sector as may be specified by the regulations and such regulations
shall apply uniformly to all the insurers carrying on the business of life insurance,
general insurance, or health insurance or re-insurance in India on or after the
commencement of the Insurance Regulatory and Development Authority Act, 1999.

(3) The Authority may, after taking into account the nature of business and to
protect the interests of the policyholders, issue to an insurer the directions relating to
the time, manner and other conditions of investment of assets to be held by him:

Provided that no direction under this sub-section shall be issued unless the
insurer concerned has been given a reasonable opportunity of being heard.

27E. No insurer shall directly or indirectly invest outside India the funds of the
policyholders.’.

27. For section 28, section 28A and section 28B of the Insurance Act, the following

section shall be substituted, namely:—

"28. Every insurer shall submit to the Authority returns giving details of
investments made, in such form, time and manner including its authentication as may
be specified by the regulations.".

28. For section 29 of the Insurance Act, the following section shall be substituted,

namely:—

"29. (1) No insurer shall grant loans or temporary advances either on
hypothecation of property or on personal security or otherwise, except loans on life
insurance policies issued by him within their surrender value, to any director, manager,
actuary, auditor or officer of the insurer, if a company or to any other company or firm
in which any such director, manager, actuary or officer holds the position of a director,
manager, actuary, officer or partner:

Provided that nothing contained in this sub-section shall apply to such loans,
made by an insurer to a banking company, as may be specified by the Authority:

Provided further that nothing in this section shall prohibit a company from
granting such loans or advances to a subsidiary company or to any other company of
which the company granting the loan or advance is a subsidiary company if the
previous approval of the Authority is obtained for such loan or advance.

(2) The provisions of section 185 of the Companies Act, 2013 shall not apply to
aloan granted to a director of an insurer being a company, if the loan is one granted on
the security of a policy on which the insurer bears the risk and the policy was issued
to the director on his own life, and the loan is within the surrender value of the policy.

(3) Subject to the provisions of sub-section (/), no insurer shall grant—

41 of 1999.

18 of 2013.
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(a) any loans or temporary advances either on hypothecation of property
or on personal security or otherwise, except such loans as may be specified by
the regulations including the loans sanctioned as part of their salary package to
the full-time employees of the insurer as per the scheme duly approved by its
Board of Directors;

(b) temporary advances to any insurance agent to facilitate the carrying
out of his functions as such except in cases where such advances do not exceed
in the aggregate the renewal commission earned by him during the immediately
preceding year.

(4) Where any event occurs giving rise to circumstances, the existence of which
at the time of grant of any subsisting loan or advance would have made such grant a
contravention of this section, such loan or advance shall, notwithstanding anything
in any contract to the contrary, be repaid within three months from the occurrence of
such event.

(5) In case of default in complying with the provisions of sub-section (4), the
director, manager, auditor, actuary, officer or insurance agent concerned shall, without
prejudice to any other penalty which he may incur, cease to hold office under, or to act
for, the insurer granting the loan on the expiry of three months.".

29. For section 30 of the Insurance Act, the following section shall be substituted,

namely:—

"30. If by reason of a contravention of any of the provisions of section 27, 27A,
27B, 27C, 27D or section 29, any loss is sustained by the insurer or by the policyholders,
every director, manager or officer who is knowingly a party to such contravention
shall, without prejudice to any other penalty to which he may be liable under this Act,
be jointly and severally liable to make good the amount of such loss.".

30. In section 31 of the Insurance Act, for sub-section (/), the following sub-section

shall be substituted, namely:—

"(1) None of the assets in India of any insurer shall, except in so far as assets are
required to be vested in trustees under sub-section (7) of section 27, be kept otherwise
than in the name of a public officer approved by the Authority, or in the corporate name
of the undertaking, if a company or an insurance co-operative society, as the case may
be.".

31. In section 31A of the Insurance Act,—
(@) in sub-section (7), in clause (¢)—-

(I) for sub-clauses (i) and (ii) to the proviso, the following sub-clause
shall be substituted, namely:—

"(7) the payment of commission to an insurance agent, in respect of
insurance business procured by or through him;";

(II) clause (iii) to the proviso shall be omitted;

(b) in sub-section (3), for the words, figures and letter "or in section 86B of the
Indian Companies Act, 1913", the words "or in any other law for the time being in
force" shall be substituted.

32. For section 31B of the Insurance Act, the following section shall be substituted,

namely:—

"31B. No insurer shall in respect of insurance business transacted by him, shall
pay to any person by way of remuneration, whether by way of commission or otherwise
in excess of such sum as may be specified by the regulations." .
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33. Section 32 of the Insurance Act shall be omitted.

34. In section 32A of the Insurance Act,—

(7) in sub-section (/), the words, brackets, letter and figures "specified in sub-
clause (b) of clause (9) of section 2 and," shall be omitted;

(if) sub-sections (2) and (3) shall be omitted.

35. In section 32B of the Insurance Act, for the words "rural or social sector”, the

words "rural and social sectors" shall be substituted.

36. After section 32C of the Insurance Act, the following section shall be inserted,

namely:—

"32D. Every insurer carrying on general insurance business shall, after the
commencement of the Insurance Laws (Amendment) Act, 2015, underwrite such
minimum percentage of insurance business in third party risks of motor vehicles as
may be specified by the regulations:

Provided that the Authority may, by regulations, exempt any insurer who is
primarily engaged in the business of health, re-insurance, agriculture, export credit
guarantee, from the application of this section.".

37. For section 33 of the Insurance Act, the following section shall be substituted,

namely:—

‘33. (1) The Authority may, at any time, if it considers expedient to do so by order
in writing, direct any person (herein referred to as "Investigating Officer") specified in
the order to investigate the affairs of any insurer or intermediary or insurance
intermediary, as the case may be, and to report to the Authority on any investigation
made by such Investigating Officer:

Provided that the Investigating Officer may, wherever necessary, employ any
auditor or actuary or both for the purpose of assisting him in any investigation under
this section.

(2) Notwithstanding anything to the contrary contained in section 210 of the
Companies Act, 2013, the Investigating Officer may, at any time, and shall, on being
directed so to do by the Authority, cause an inspection to be made by one or more of
his officers of the books of account of any insurer or intermediary or insurance
intermediary, as the case may be, and the Investigating Officer shall supply to the
insurer or intermediary or insurance intermediary, as the case may be, a copy of the
report on such inspection.

(3) It shall be the duty of every manager, managing director or other officer of the
insurer including a service provider, contractor of an insurer where services are
outsourced by the insurer, or intermediary or insurance intermediary, as the case may
be, to produce before the Investigating Officer directed to make the investigation
under sub-section (/), or inspection under sub-section (2), all such books of account,
registers, other documents and the database in his custody or power and to furnish
him with any statement and information relating to the affairs of the insurer or
intermediary or insurance intermediary, as the case may be, as the Investigating Officer
may require of him within such time as the said Investigating Officer may specify.

(4) Any Investigating Officer, directed to make an investigation under sub-
section (1), or inspection under sub-section (2), may examine on oath, any manager,
managing director or other officer of the insurer including a service provider or contractor
where the services are outsourced by the insurer or intermediary or insurance
intermediary, as the case may be, in relation to his business.

(5) The Investigating Officer shall, if he has been directed by the Authority to
cause an inspection to be made, make a report to the Authority on such inspection.

18 of 2013.
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(6) On receipt of any report under sub-section (/) or sub-section (5), the
Authority may, after giving such opportunity to the insurer or intermediary or
insurance intermediary, as the case may be, to make a representation in connection
with the report as, in the opinion of the Authority, seems reasonable, by order in
writing, —

(a) require the insurer, to take such action in respect of any matter arising
out of the report as the Authority may think fit; or

(b) cancel the registration of the insurer or intermediary or insurance
intermediary, as the case may be; or

(c) direct any person to apply to the court for the winding up of the insurer
or intermediary or insurance intermediary, as the case may be, if it is a company,
whether the registration of the insurer or intermediary or insurance intermediary,
as the case may be, has been cancelled under clause () or not.

(7) The Authority may by the regulations made by it specify the minimum
information to be maintained by insurers or intermediary or insurance intermediary, as
the case may be, in their books, the manner in which such information shall be
maintained, the checks and other verifications to be adopted by insurers or intermediary
or insurance intermediary, as the case may be, in that connection and all other matters
incidental thereto as are, in its opinion, necessary to enable the Investigating Officer
to discharge satisfactorily his functions under this section.

Explanation.—For the purposes of this section, the expression "insurer" shall
include in the case of an insurer incorporated in India—

(a) all its subsidiaries formed for the purpose of carrying on the business
of insurance exclusively outside India; and

(b) all its branches whether situated in India or outside India.

(8) Any insurer or intermediary or insurance intermediary aggrieved by any
order made under this section may prefer an appeal to the Securities Appellate Tribunal.

(9) All expenses of, and incidental to, any investigation made under this section
shall be defrayed by the insurer or intermediary or insurance intermediary, as the case
may be, shall have priority over the debts due from the insurer and shall be recoverable
as an arrear of land revenue.’.

38. In section 34B of the Insurance Act, for sub-section (4), the following sub-section =~ Amendment

shall be substituted, namely:— (3)2 ];ection

“(4) If any person in respect of whom an order is made by the Authority under
sub-section (/) or under the proviso to sub-section (2), contravenes the provisions of
this section, he shall be liable to a penalty of one lakh rupees for each day during which
such contravention continues or one crore rupees, whichever is less.”

39. In section 34C of the Insurance Act, for sub-section (/), the following sub-section =~ Amendment

shall be substituted, namely:— (3)2 Csection

"(1) If the Authority is of opinion that in the public interest or in the interest of
an insurer or his policyholders it is necessary so to do, it may, from time to time, by
order in writing, appoint, in consultation with the Central Government with effect from
such date as may be specified in the order, one or more persons to hold office as
additional directors of the insurer:

Provided that the number of additional directors so appointed shall not, at any
time, exceed five or one-third of the maximum strength fixed for the Board by the
articles of association of the insurer, whichever is less.".
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40. Section 34G of the Insurance Act shall be omitted.

41. In section 34H of the Insurance Act,—

(7) in sub-section (), for the words "an officer authorised by the Authority", the
words "a Deputy Director or an equivalent officer" shall be substituted,;

(if) in sub-sections (7) and (8), for the words "Central Government", the words
"Securities Appellate Tribunal" shall be substituted.

42. In section 35 of the Insurance Act,—
(i) for sub-section (1), the following sub-section shall be substituted, namely:—

"(I) Notwithstanding anything contained in any other law for the time
being in force, no insurance business of an insurer shall be transferred to or
amalgamated with the insurance business of any other insurer except in
accordance with a scheme prepared under this section and approved by the
Authority.";

(if) in sub-section (3), for clauses (b) and (c), the following clauses shall be
substituted, namely:—

"(b) balance sheets in respect of the insurance business of each of the
insurers concerned in such amalgamation or transfer, prepared in such forms as
may be specified by the regulations;

(c) actuarial reports and abstracts in respect of the life insurance business
of each of the insurers so concerned, prepared in conformity with the regulations
specified in this regard.".

43. For section 36 of the Insurance Act, the following section shall be substituted,

namely:—

"36. When any application under sub-section (3) of section 35 is made to the
Authority, the Authority shall cause, a notice of the application to be given to the
holders of any kind of policy of insurer concerned alongwith statement of the nature
and terms of the amalgamation or transfer, as the case may be, to be published in such
manner and for such period as it may direct, and, after hearing the directors and
considering the objections of the policyholders and any other persons whom it
considers entitled to be heard, may approve the arrangement, and shall make such
consequential orders as are necessary to give effect to the arrangement.".

Amendment 44. In section 37A of the Insurance Act, for sub-section (4), the following sub-sections
‘3’22““‘)“ shall be substituted, namely:—

"(4) The scheme shall thereafter be placed before the Central Government for its
sanction and the Central Government may sanction the scheme without any modification
or with such modifications as it may consider necessary, and the scheme as sanctioned
by the Central Government shall come into force on such date as the Central Government
may notify in this behalf in the Official Gazette:

Provided that different dates may be specified for different provisions of the
scheme.

(4A) Every policyholder or shareholder or member of each of the insurers, before
amalgamation, shall have the same interest in, or rights against the insurer resulting
from amalgamation as he had in the company of which he was originally a policyholder
or shareholder or member:

Provided that where the interests or rights of any shareholder or member are less
than his interest in, or rights against, the original insurer, he shall be entitled to
compensation, which shall be assessed by the Authority in such manner as may be
specified by the regulations.
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(4B) The compensation so assessed shall be paid to the shareholder or member
by the insurance company resulting from such amalgamation.

(4C) Any member or shareholder aggrieved by the assessment of compensation
made by the Authority under sub-section (4A) may within thirty days from the
publication of such assessment prefer an appeal to the Securities Appellate Tribunal.".

45. For sections 38, 39 and 40 of the Insurance Act, the following sections shall be

substituted, namely:—

"38. (1) A transfer or assignment of a policy of insurance, wholly or in part,
whether with or without consideration, may be made only by an endorsement upon the
policy itself or by a separate instrument, signed in either case by the transferor or by
the assignor or his duly authorised agent and attested by at least one witness,
specifically setting forth the fact of transfer or assignment and the reasons thereof, the
antecedents of the assignee and the terms on which the assignment is made.

(2) An insurer may, accept the transfer or assignment, or decline to act upon any
endorsement made under sub-section (/), where it has sufficient reason to believe that
such transfer or assignment is not bona fide or is not in the interest of the policyholder
or in public interest or is for the purpose of trading of insurance policy.

(3) The insurer shall, before refusing to act upon the endorsement, record in
writing the reasons for such refusal and communicate the same to the policyholder not
later than thirty days from the date of the policyholder giving notice of such transfer or
assignment.

(4) Any person aggrieved by the decision of an insurer to decline to act upon
such transfer or assignment may within a period of thirty days from the date of receipt
of the communication from the insurer containing reasons for such refusal, prefer a
claim to the Authority.

(5) Subject to the provisions in sub-section (2), the transfer or assignment shall
be complete and effectual upon the execution of such endorsement or instrument duly
attested but except, where the transfer or assignment is in favour of the insurer, shall
not be operative as against an insurer, and shall not confer upon the transferee or
assignee, or his legal representative, any right to sue for the amount of such policy or
the moneys secured thereby until a notice in writing of the transfer or assignment and
either the said endorsement or instrument itself or a copy thereof certified to be correct
by both transferor and transferee or their duly authorised agents have been delivered
to the insurer:

Provided that where the insurer maintains one or more places of business in
India, such notice shall be delivered only at the place where the policy is being serviced.

(6) The date on which the notice referred to in sub-section (9) is delivered to the
insurer shall regulate the priority of all claims under a transfer or assignment as between
persons interested in the policy; and where there is more than one instrument of
transfer or assignment the priority of the claims under such instruments shall be
governed by the order in which the notices referred to in sub-section (5) are delivered:

Provided that if any dispute as to priority of payment arises as between assignees,
the dispute shall be referred to the Authority.

(7) Upon the receipt of the notice referred to in sub-section (5), the insurer shall
record the fact of such transfer or assignment together with the date thereof and the
name of the transferee or the assignee and shall, on the request of the person by whom
the notice was given, or of the transferee or assignee, on payment of such fee as may
be specified by the regulations, grant a written acknowledgement of the receipt of
such notice; and any such acknowledgement shall be conclusive evidence against the
insurer that he has duly received the notice to which such acknowledgement relates.
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(8) Subject to the terms and conditions of the transfer or assignment, the insurer
shall, from the date of the receipt of the notice referred to in sub-section (5), recognise
the transferee or assignee named in the notice as the absolute transferee or assignee
entitled to benefit under the policy, and such person shall be subject to all liabilities
and equities to which the transferor or assignor was subject at the date of the transfer
or assignment and may institute any proceedings in relation to the policy, obtain a loan
under the policy or surrender the policy without obtaining the consent of the transferor
or assignor or making him a party to such proceedings.

Explanation.—Except where the endorsement referred to in sub-section (/)
expressly indicates that the assignment or transfer is conditional in terms of sub-
section (/0) hereunder, every assignment or transfer shall be deemed to be an absolute
assignment or transfer and the assignee or transferee, as the case may be, shall be
deemed to be the absolute assignee or transferee respectively.

(9) Any rights and remedies of an assignee or transferee of a policy of life
insurance under an assignment or transfer effected prior to the commencement of the
Insurance Laws (Amendment) Act, 2015 shall not be affected by the provisions of this
section.

(10) Notwithstanding any law or custom having the force of law to the contrary,
an assignment in favour of a person made upon the condition that—

(a) the proceeds under the policy shall become payable to the policyholder
or the nominee or nominees in the event of either the assignee or transferee
predeceasing the insured; or

(b) the insured surviving the term of the policy, shall be valid:

Provided that a conditional assignee shall not be entitled to obtain a loan
on the policy or surrender a policy.

(11) In the case of the partial assignment or transfer of a policy of insurance
under sub-section (/), the liability of the insurer shall be limited to the amount secured
by partial assignment or transfer and such policyholder shall not be entitled to further
assign or transfer the residual amount payable under the same policy.

39. (1) 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:

Provided that, where any nominee is a minor, it shall be lawful for the policyholder
to appoint any person in the manner laid down by the insurer, to receive the money
secured by the policy in the event of his death during the minority of the nominee.

(2) Any such nomination in order to be effectual shall, unless it is incorporated
in the text of the policy itself, be made by an endorsement on the policy communicated
to the insurer and registered by him in the records relating to the policy and any such
nomination may at any time before the policy matures for payment be cancelled or
changed by an endorsement or a further endorsement or a will, as the case may be, but
unless notice in writing of any such cancellation or change has been delivered to the
insurer, the insurer shall not be liable for any payment under the policy made bona fide
by him to a nominee mentioned in the text of the policy or registered in records of the
insurer.

(3) The insurer shall furnish to the policyholder 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.

(4) A transfer or assignment of a policy made in accordance with section 38 shall
automatically cancel a nomination:
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Provided that the assignment of a policy to the insurer who bears the risk on the
policy at the time of the assignment, in consideration of a loan granted by that insurer
on the security of the policy within its surrender value, or its reassignment on repayment
of the loan shall not cancel a nomination, but shall affect the rights of the nominee only
to the extent of the insurer's interest in the policy:

Provided further that the transfer or assignment of a policy, whether wholly or in
part, in consideration of a loan advanced by the transferee or assignee to the
policyholder, shall not cancel the nomination but shall affect the rights of the nominee
only to the extent of the interest of the transferee or assignee, as the case may be, in the
policy:

Provided also that the nomination, which has been automatically cancelled
consequent upon the transfer or assignment, the same nomination shall stand
automatically revived when the policy is reassigned by the assignee or retransferred
by the transferee in favour of the policyholder on repayment of loan other than on a
security of policy to the insurer.

(5) Where the policy matures for payment during the lifetime of the person
whose life is insured or where the nominee or, if there are more nominees than one, all
the nominees die before the policy matures for payment, the amount secured by the
policy shall be payable to the policyholder or his heirs or legal representatives or the
holder of a succession certificate, as the case may be.

(6) Where the nominee or if there are more nominees than one, a nominee or
nominees survive the person whose life is insured, the amount secured by the policy
shall be payable to such survivor or survivors.

(7) Subject to the other provisions of this section, where the holder of a policy of
insurance on his own life nominates his parents, or his spouse, or his children, or his
spouse and children, or any of them, the nominee or nominees shall be beneficially
entitled to the amount payable by the insurer to him or them under sub-section (6)
unless it is proved that the holder of the policy, having regard to the nature of his title
to the policy, could not have conferred any such beneficial title on the nominee.

(8) Subject as aforesaid, where the nominee, or if there are more nominees than
one, a nominee or nominees, to whom sub-section (7) applies, die after the person
whose life is insured but before the amount secured by the policy is paid, the amount
secured by the policy, or so much of the amount secured by the policy as represents
the share of the nominee or nominees so dying (as the case may be), shall be payable
to the heirs or legal representatives of the nominee or nominees or the holder of a
succession certificate, as the case may be, and they shall be beneficially entitled to
such amount.

(9) Nothing in sub-sections (7) and (8) shall operate to destroy or impede the
right of any creditor to be paid out of the proceeds of any policy of life insurance.

(10) The provisions of sub-sections (7) and (8) shall apply to all policies of life
insurance maturing for payment after the commencement of the Insurance Laws
(Amendment) Act, 2015.

(11) Where a policyholder dies after the maturity of the policy but the proceeds
and benefit of his policy has not been made to him because of his death, in such a case,
his nominee shall be entitled to the proceeds and benefit of his policy.

(12) The provisions of this section shall not apply to any policy of life insurance
to which section 6 of the Married Women's Property Act, 1874, applies or has at any
time applied:

Provided that where a nomination made whether before or after the commencement
of the Insurance Laws (Amendment) Act, 2015, in favour of the wife of the person who
has insured his life or of his wife and children or any of them is expressed, whether or
not on the face of the policy, as being made under this section, the said section 6 shall
be deemed not to apply or not to have applied to the policy.
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40. (1) No person shall, pay or contract to pay any remuneration or reward,
whether by way of commission or otherwise for soliciting or procuring insurance
business in India to any person except an insurance agent or an intermediary or
insurance intermediary in such manner as may be specified by the regulations.

(2) No insurance agent or intermediary or insurance intermediary shall receive or
contract to receive commission or remuneration in any form in respect of policies
issued in India, by an insurer in any form in respect of policies issued in India, by an
insurer except in accordance with the regulations specified in this regard:

Provided that the Authority, while making regulations under sub-sections (/)
and (2), shall take into consideration the nature and tenure of the policy and in particular
the interest of the agents and other intermediaries concerned.

(3) Without prejudice to the provisions of section 102 in respect of a
contravention of any of the provisions of the preceding sub-sections or the regulations
framed in this regard, by an insurer, any insurance agent or intermediary or insurance
intermediary who contravenes the said provisions shall be liable to a penalty which
may extend to one lakh rupees .".

46. Section 40A of the Insurance Act shall be omitted.

47. For sections 40B and 40C of the Insurance Act, the following sections shall be

substituted, namely:—

"40B. No insurer shall, in respect of insurance business transacted by him in
India, spend as expenses of management in any financial year any amount exceeding
the amount as may be specified by the regulations made under this Act;

40C. Every insurer transacting insurance business in India shall furnish to the
Authority, the details of expenses of management in such manner and form as may be
specified by the regulations made under this Act.".

48. In section 41 of the Insurance Act, for sub-section (2), the following sub-section

shall be substituted, namely:—

"(2) Any person making default in complying with the provisions of this section
shall be liable for a penalty which may extend to ten lakh rupees.".

49. For section 42 of the Insurance Act, the following section shall be substituted,

namely:—

"42. (1) An insurer may appoint any person to act as insurance agent for the
purpose of soliciting and procuring insurance business:

Provided that such person does not suffer from any of the disqualifications
mentioned in sub-section (3).

(2) No person shall act as an insurance agent for more than one life insurer, one
general insurer, one health insurer and one of each of the other mono-line insurers:

Provided that the Authority shall, while framing regulations, ensure that no
conflict of interest is allowed to arise for any agent in representing two or more insurers
for whom he may be an agent.
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(3) The disqualifications referred to in the proviso to sub-section (/) shall be the

following:—
(a) that the person is a minor;
(b) that he is found to be of unsound mind by a court of competent
jurisdiction;

(c) that he has been found guilty of criminal misappropriation or criminal
breach of trust or cheating or forgery or an abetment of or attempt to commit any
such offence by a court of competent jurisdiction:

Provided that where at least five years have elapsed since the completion
of the sentence imposed on any person in respect of any such offence, the
Authority shall ordinarily declare in respect of such person that his conviction
shall cease to operate as a disqualification under this clause;

(d) that in the course of any judicial proceeding relating to any policy of
insurance or the winding up of an insurer or in the course of an investigation of
the affairs of an insurer it has been found that he has been guilty of or
has knowingly participated in or connived at any fraud, dishonesty or
misrepresentation against an insurer or insured;

(e) that in the case of an individual, who does not possess the requisite
qualifications or practical training or passed the examination, as may be specified
by the regulations;

(f) that in the case of a company or firm making, a director or a partner or
one or more of its officers or other employees so designated by it and in the case
of any other person the chief executive, by whatever name called, or one or more
of his employees designated by him, do not possess the requisite qualifications
or practical training and have not passed such an examination as required under
clauses (e) and (g);

(g) that he has not passed such examination as may be specified by the
regulations;

(h) that he has violated the code of conduct as may be specified by the
regulations.

(4) Any person who acts as an insurance agent in contravention of the provision
of this Act, shall be liable to a penalty which may extend to ten thousand rupees and
any insurer or any person acting on behalf of an insurer, who appoints any person as
an insurance agent not permitted to act as such or transacts any insurance business in
India through any such person shall be liable to penalty which may extend to one crore
rupees.

(5) The insurer shall be responsible for all the acts and omissions of its agents
including violation of code of conduct specified under clause (h) of sub-section (3)
and liable to a penalty which may extend to one crore rupees.".

50. For sections 42A, 42B and 42C of the Insurance Act, the following section shallbe  Substitution of

substituted, namely:— new section
for sections

42A, 42B and
42C.

'42A. (1) No insurer shall, on or after the commencement of the Insurance Laws  Prohibition of
(Amendment) Act, 2015, appoint any principal agent, chief agent, and special agent insurance

and transact any insurance business in India through them. Et‘::)“f;s
u

(2) No person shall allow or offer to allow, either directly or indirectly, as an  principal
inducement to any person to take out or renew or continue an insurance policy through — agent, special

multilevel marketing scheme. agent and
multilevel

(3) The Authority may, through an officer authorised in this behalf, make a  marketing.
complaint to the appropriate police authorities against the entity or persons involved
in the multilevel marketing scheme.
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Explanation.—For the purpose of this section "multilevel marketing scheme"
means any scheme or programme or arrangement or plan (by whatever name called) for
the purpose of soliciting and procuring insurance business through persons not
authorised for the said purpose with or without consideration of whole or part of
commission or remuneration earned through such solicitation and procurement and
includes enrolment of persons into a multilevel chain for the said purpose either directly

or indirectly.".

Amendment 51. In section 42D of the Insurance Act,—

of section . . . .

42D. (i) for the words "licence" and "licence issued", wherever they occur, the words
"registration” and "registration made", shall respectively be substituted;

(if) in sub-section (1), in clause (a) of the proviso, for the word, brackets and
figure "sub-section (4)", the word, brackets and figure "sub-section (3)" shall be
substituted;

(iii) in sub-section (3),—

(a) after the words "directors or partners", the words "or one or more of its
officers or other employees so designated by it and in the case of any other
person, the chief executive by whatever name called, or one or more of his
employees designated by him" shall be inserted;

(b) for the words, brackets, letters and figures "in clauses (b), (¢), (d), (e)
and (f) of sub-section (4) of section 42", the words, brackets, letters and figures
"in clauses (b), (¢), (d), (e) and (g) of sub-section (3) of section 42" shall be
substituted;

(iv) for sub-sections (8) and (9), the following sub-sections, shall be substituted,
namely:—

"(8) Any person who acts as an intermediary or an insurance intermediary
without being registered under this section to act as such, shall be liable to a
penalty which may extend to ten lakh rupees and any person who appoints as an
intermediary or an insurance intermediary or any person not registered to act as
such or transacts any insurance business in India through any such person,
shall be liable to a penalty which may extend to one crore rupees.

(9) Where the person contravening sub-section (§) is a company or a firm,
then, without prejudice to any other proceedings which may be taken against
the company or firm, every director, manager, secretary or other officer of the
company, and every partner of the firm who is knowingly a party to such
contravention shall be liable to a penalty which may extend to ten lakh rupees.".

Sfubsmmion 52. For section 42E of the Insurance Act, the following section shall be substituted,
of new .

section for namely:—

section 42E.

Condition for "42E. Without prejudice to the provisions contained in this Act, the Authority
intermediary may, by regulations made in this behalf, specify the requirements of capital, form of
or msurance business and other conditions, to act as an intermediary or an insurance intermediary.".
intermediary.

Substitution 53. For section 43 of the Insurance Act, the following section shall be substituted,
of new namely:_

section for

section 43.

Record of "43. (1) Every insurer and every person who, acting on behalf of an insurer
insurance employs insurance agents shall maintain a record showing the name and address of
agents. every insurance agent appointed by him and the date on which his appointment began

and the date, if any, on which his appointment ceased.

(2) The record prepared by the insurer under sub-section (/), shall be maintained
as long as the insurance agent is in service and for a period of five years after the
cessation of appointment.”.
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54. Section 44 of the Insurance Act shall be omitted. Omission of
section 44.

55. For sections 44A and 45 of the Insurance Act, the following sections shall be  Substitution

substituted, namely:— of rtl_ew .
sections Ior

sections 44A

and 45.
'44A. For the purposes of ensuring compliance with the provisions of sections  power to call
40, 40B and 40C, the Authority may, by notice— for
information.

(a) require from an insurer such information, certified if so required by an
auditor or actuary, as it may consider necessary;

(b) require an insurer to submit for its examination at the principal place of
business of the insurer in India, any books of account, register or other document,
or to supply any statement which may be specified in the notice;

(c) examine any officer of an insurer on oath, in relation to any such
information, book, register, document or statement and the insurer, shall comply
with any such requirement within such time as may be specified in the notice.

45. (1) No policy of life insurance shall be called in question on any ground  Policy not be
whatsoever after the expiry of three years from the date of the policy, i.e., from the date ~ called in
of issuance of the policy or the date of commencement of risk or the date of revival of gs(fjsgnofon
the policy or the date of the rider to the policy, whichever is later. misstatement

after three

(2) A policy of life insurance may be called in question at any time within three years.

years from the date of issuance of the policy or the date of commencement of risk or the
date of revival of the policy or the date of the rider to the policy, whichever is later, on
the ground of fraud:

Provided that the insurer shall have to communicate in writing to the insured or
the legal representatives or nominees or assignees of the insured the grounds and
materials on which such decision is based.

Explanation 1.—For the purposes of this sub-section, the expression "fraud"
means any of the following acts committed by the insured or by his agent, with intent
to deceive the insurer or to induce the insurer to issue a life insurance policy:—

(a) the suggestion, as a fact of that which is not true and which the insured
does not believe to be true;

(b) the active concealment of a fact by the insured having knowledge or
belief of the fact;

(c) any other act fitted to deceive; and
(d) any such act or omission as the law specially declares to be fraudulent.

Explanation I1.—Mere silence as to facts likely to affect the assessment of the
risk by the insurer is not fraud, unless the circumstances of the case are such that
regard being had to them, it is the duty of the insured or his agent keeping silence, to
speak, or unless his silence is, in itself, equivalent to speak.

(3) Notwithstanding anything contained in sub-section (2), no insurer shall
repudiate a life insurance policy on the ground of fraud if the insured can prove that
the misstatement of or suppression of a material fact was true to the best of his
knowledge and belief or that there was no deliberate intention to suppress the fact or
that such misstatement of or suppression of a material fact are within the knowledge of
the insurer:

Provided that in case of fraud, the onus of disproving lies upon the beneficiaries,
in case the policyholder is not alive.
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Explanation.—A person who solicits and negotiates a contract of insurance
shall be deemed for the purpose of the formation of the contract, to be the agent of the
insurer.

(4) A policy of life insurance may be called in question at any time within three
years from the date of issuance of the policy or the date of commencement of risk or the
date of revival of the policy or the date of the rider to the policy, whichever is later, on
the ground that any statement of or suppression of a fact material to the expectancy of
the life of the insured was incorrectly made in the proposal or other document on the
basis of which the policy was issued or revived or rider issued:

Provided that the insurer shall have to communicate in writing to the insured or
the legal representatives or nominees or assignees of the insured the grounds and
materials on which such decision to repudiate the policy of life insurance is based:

Provided further that in case of repudiation of the policy on the ground of
misstatement or suppression of a material fact, and not on the ground of fraud, the
premiums collected on the policy till the date of repudiation shall be paid to the insured
or the legal representatives or nominees or assignees of the insured within a period of
ninety days from the date of such repudiation.

Explanation.—For the purposes of this sub-section, the misstatement of or
suppression of fact shall not be considered material unless it has a direct bearing on
the risk undertaken by the insurer, the onus is on the insurer to show that had the
insurer been aware of the said fact no life insurance policy would have been issued to
the insured.

(5) Nothing in this section shall prevent the insurer from calling for proof of age
at any time if he is entitled to do so, and no policy shall be deemed to be called in
question merely because the terms of the policy are adjusted on subsequent proof that
the age of the life insured was incorrectly stated in the proposal.'.

56. Sections 47A and 48 of the Insurance Act shall be omitted.

57. For section 48A of the Insurance Act, the following section shall be substituted,

namely:—

"48A. No insurance agent or intermediary or insurance intermediary shall be
eligible to be or remain a director in insurance company:

Provided that any director holding office at the commencement of the Insurance
Laws (Amendment) Act, 2015 shall not become ineligible to remain a director by reason
of this section until the expiry of six months from the date of commencement of the said
Act:

Provided further that the Authority may permit an agent or intermediary or
insurance intermediary to be on the Board of an insurance company subject to such
conditions or restrictions as it may impose to protect the interest of policyholders or to
avoid conflict of interest.".

58. In section 49 of the Insurance Act, in sub-section (/),—

(7) the words, brackets, letters and figures "being an insurer specified in sub-
clause (a) (ii) or sub-clause (b) of clause (9) of section 2" shall be omitted;

(if) the words and figures "or to the Central Government under section 11 of the
Indian Life Insurance Companies Act, 1912" shall be omitted.

7 of 1912.
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59. For sections 52 and 52A of the Insurance Act, the following sections shall be
substituted, namely:—

"52. No insurer shall commence any business upon the dividing principle, that is
to say, on the principle that the benefit secured by a policy is not fixed but depends
either wholly or partly on the result of a distribution of certain sums amongst policies
becoming claims within certain time-limits, or on the principle that the premiums payable
by a policyholder depend wholly or partly on the number of policies becoming claims
within certain time-limits:

Provided that nothing in this section shall be deemed to prevent an insurer from
allocating bonuses to holders of policies of life insurance as a result of a periodical
actuarial valuation either as reversionary additions to the sums insured or as immediate
cash bonuses or otherwise.

52A. (1) If at any time the Authority has reason to believe that an insurer carrying
on life insurance business is acting in a manner likely to be prejudicial to the interests
of holders of life insurance policies, it may, after giving such opportunity to the insurer
to be heard appoint an Administrator to manage the affairs of the insurer under the
direction and control of the Authority.

(2) The Administrator shall receive such remuneration as the Authority may
direct and the Authority may at any time cancel the appointment and appoint some
other person as Administrator.".

60. In section 52BB of the Insurance Act,—

(@) in sub-section (2), for the words "the Central Government and the Central
Government", the words "the Securities Appellate Tribunal and the Securities Appellate
Tribunal" shall be substituted;

(b) in sub-section (3), for the words "Central Government", the words "Securities
Appellate Tribunal" shall be substituted,;

(¢) in sub-section (/0), in clause (a), the words "or the Central Government"
shall be omitted.

61. For section 52D of the Insurance Act, the following section shall be substituted,
namely:—

"52D. If at any time, it appears to the Authority that the purpose of the order
appointing the Administrator has been fulfilled or that, for any reason, it is undesirable
that the order of appointment should remain in force, the Authority may cancel the
order and thereupon the Administrator shall be divested of the management of the
insurance business which shall, unless otherwise directed by the Authority, again
vest in the person in whom it was vested immediately prior to the appointment of the
Administrator or any other person appointed by the insurer in this behalf.".

62. In section 52E of the Insurance Act, for the words "Central Government", the word
"Authority" shall be substituted.

63. In section 52F of the Insurance Act, for the words "punishable with imprisonment
which may extend to six months, or with fine which may extend to one thousand rupees, or
with both", the words "liable to penalty of rupees ten thousand each day during which such
failure continues or rupees ten lakh, whichever is less" shall be substituted.

64. In section 52G of the Insurance Act, in sub-section (2), the words
"Central Government or" shall be omitted.
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65. Sections 52H, 52-1, 521, 52K, 52L, 52M and 52N of the Insurance Act shall be
omitted.

66. In section 53 of the Insurance Act,—

(a) in sub-section (1), the following Explanation shall be inserted at the end,
namely:—

‘Explanation.—For the purpose of sections 53 to 61A, "Tribunal" means
the National Company Law Tribunal constituted under sub-section (/) of
section 408 of the Companies Act, 2013.7;

(b) in sub-section (2), in clause (b), sub-clause (i), shall be omitted.

67. In section 58 of the Insurance Act, for sub-section (4), the following sub-section
shall be substituted, namely:—

"(4) An order of the Tribunal confirming a scheme under this section whereby
the memorandum of a company is altered with respect to its objects shall as respects
the alteration have effect as if it were an order confirmed under section 4 of the
Companies Act, 2013, and the provisions of sections 7 and 17 of that Act shall apply
accordingly.".

68. Section 59 of the Insurance Act shall be omitted.
69. In PART II A of the Insurance Act, for the heading "Insurance Association of

India, Councils of The Association and Committees Thereof" the following heading shall be
substituted, namely:—

"Life Insurance Council and General Insurance Council and Committees Thereof.".

70. Sections 64A and 64B of the Insurance Act shall be omitted.

71. For sections 64C and 64D of the Insurance Act the following sections shall be
substituted, namely:—

"64C. On and from the date of commencement of this Act,—

(a) the existing Life Insurance Council, a representative body of the
insurers, who carry on the life insurance business in India; and

(b) the existing General Insurance Council, a representative body of
insurers, who carry on general, health insurance business and re-insurance in
India,

shall be deemed to have been constituted as the respective Councils under this Act.

64D. It shall be lawful for any member of the Life Insurance Council or the
General Insurance Council to authorise any of its officer to act as the representative of
such member at any meeting of the Council concerned.".

18 of 2013.

18 of 2013.
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72. For section 64F of the Insurance Act, the following section shall be substituted,

namely:—

"64F. (1) The Executive Committee of the Life Insurance Council shall consist of
the following persons, namely:—

(a) four representatives of members of the Life Insurance Council elected
in their individual capacity by the members in such manner as may be laid down
in the bye-laws of the Council;

(b) an eminent person not connected with insurance business, nominated
by the Authority;

(c) three persons to represent insurance agents, intermediaries and
policyholders respectively as may be nominated by the Authority;

(d) one representative each from self-help groups and Insurance
Co-operative Societies:

Provided that one of the representatives as mentioned in clause (@) shall
be elected as the Chairperson of the Executive Committee of the Life Insurance
Council.

(2) The Executive Committee of the General Insurance Council shall consist of
the following persons, namely:—

(a) four representatives of members of the General Insurance Council
elected in their individual capacity by the members in such manner as may be
laid down in the bye-laws of the Council;

(b) an eminent person not connected with insurance business, nominated
by the Authority; and

(c) four persons to represent insurance agents, third party administrators,
surveyors and loss assessors and policyholders respectively as may be
nominated by the Authority:

Provided that one of the representatives as mentioned in clause (@) shall
be elected as the Chairperson of the Executive Committee of the General Insurance
Council.

(3) If anybody of persons specified in sub-sections (/) and (2) fails to elect any
of the members of the Executive Committees of the Life Insurance Council or the
General Insurance Council, the Authority may nominate any person to fill the vacancy,
and any person so nominated shall be deemed to be a member of the Executive
Committee of the Life Insurance Council or the General Insurance Council, as the case
may be, as if he had been duly elected thereto.

(4) Each of the said Executive Committees may make bye-laws for the transaction
of any business at any meeting of the said Committee.

(5) The Life Insurance Council or the General Insurance Council may form such
other committees consisting of such persons as it may think fit to discharge such
functions as may be delegated thereto.

(6) The Secretary of the Executive Committee of the Life Insurance Council and
of the Executive Committee of the General Insurance Council shall in each case be
appointed by the Executive Committee concerned:

Provided that each Secretary appointed by the Executive Committee concerned
shall exercise all such powers and do all such acts as may be authorised in this behalf
by the Executive Committee concerned.".

73. In section 64G of the Insurance Act, in sub-section (2), for the words "by nomination

by the Authority", the words "in such manner as may be laid down in the bye-laws of the
Council concerned" shall be substituted.
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74. Section 64-1 of the Insurance Act shall be omitted.

75. In section 64] of the Insurance Act, for sub-section (2), the following sub-section
shall be substituted, namely:—

"(2) For the purpose of enabling it to effectively discharge its functions, the
Executive Committee of the Life Insurance Council may collect such fees as may be laid
down in the bye-laws made by the Council from the insurers carrying on life insurance
business.".

76. In section 64L of the Insurance Act, for sub-section (2), the following sub-section
shall be substituted, namely:—

"(2) For the purpose of enabling it to effectively discharge its functions, the
Executive Committee of the General Insurance Council may collect such fees as may be
laid down in the bye-laws made by the Council from the insurers carrying on general
insurance business.".

77. In section 64N of the Insurance Act, for the words "the Central Government may
prescribe", the words "the Authority may specify" shall be substituted.

78. In section 64R of the Insurance Act, in sub-section (/),—
(a) for clause (c), the following clause shall be substituted, namely:—

"(c) keep and maintain up-to-date, a copy of list of all insurers who are
members of the either Council;";

(b) in clause (d), for the words "with the previous approval of the Authority
make regulations for", the words "make bye-laws for" shall be substituted.

79. Sections 64S and 64T of the Insurance Act shall be omitted.

80. Sections 64U, 64UA, 64UB, 64UC, 64UD, 64UE, 64UF, 64UG, 64UH, 64U-1, 64UJ,
64UK and 64UL of the Insurance Act shall be omitted.

81. After section 64UL of the Insurance Act, the following section shall be inserted,
namely:—

"64ULA. (/) Notwithstanding anything contained in this Part, until the rates,
advantage and terms and conditions laid down by the Advisory Committee under
section 64UC are de-notified by the Authority with effect from such date as the Authority
may by notification in the Official Gazette determine, and the rates, advantages and
terms and conditions are decided by the insurer concerned, the rates, advantages and
terms and conditions notified by the Advisory Committee shall continue to be in force
and shall always be deemed to have been in force and any such rates, advantages and
terms and conditions shall be binding on all the insurers.

(2) The Authority shall, in consultation with the Central Government, prepare a
scheme for the existing employees of the Tariff Advisory Committee on its dissolution,
keeping in view the interests of such employees on such terms and conditions as it
may, by order, determine.”.
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82. For section 64UM of the Insurance Act, the following section shall be substituted,

namely:—

‘64UM. (/) Save as otherwise provided in this section, no person shall act as a
surveyor or loss assessor in respect of general insurance business after the expiry of
a period of one year from the commencement of the Insurance Laws (Amendment)
Act, 2015, unless he—

(a) possesses such academic qualifications as may be specified by the
regulations made under this Act; and

(b) is a member of a professional body of surveyors and loss assessors,
namely, the Indian Institute of Insurance Surveyors and Loss Assessors:

Provided that in the case of a firm or company, all the partners or directors
or other persons, who may be called upon to make a survey or assess a loss
reported, as the case may be, shall fulfil the requirements of clauses (a) and (D).

(2) Every surveyor and loss assessor shall comply with the code of conduct in
respect of his duties, responsibilities and other professional requirements, as may be
specified by the regulations made under the Act.

(3) Notwithstanding anything contained in the foregoing provisions, a class or
class of persons acting as a licensed surveyor or loss assessor prior to the
commencement of the Insurance Laws (Amendment) Act, 2015 shall continue to act as
such for such period as may be specified by the regulations made under this Act:

Provided that the surveyor or loss assessor shall, within the period as may be
notified by the Authority, satisfy the requirements of clause («) and clause () of sub-
section (/), failing which, the surveyor or loss assessor shall be automatically
disqualified to act as a surveyor or loss assessor.

(4) No claim in respect of a loss which has occurred in India and requiring to be
paid or settled in India equal to or exceeding an amount specified in the regulations by
the Authority in value on any policy of insurance, arising or intimated to an insurer at
any time after the expiry of a period of one year from the commencement of the Insurance
Laws (Amendment) Act, 2015, shall, unless otherwise directed by the Authority, be
admitted for payment or settled by the insurer unless he has obtained a report, on the
loss that has occurred, from a person who holds a licence issued under this section to
act as a surveyor or loss assessor (hereafter referred to as "approved surveyor or loss
assessor"):

Provided that nothing in this sub-section shall be deemed to take away or abridge
the right of the insurer to pay or settle any claim at any amount different from the
amount assessed by the approved surveyor or loss assessor.

(5) The Authority may, at any time, in respect of any claim of the nature referred
to in sub-section (4), call for an independent report from any other approved surveyor
or loss assessor specified by him and such surveyor or loss assessor shall furnish
such report to the Authority within such time as may be specified by the Authority or
if no time limit has been specified by him within a reasonable time and the cost of, or
incidental to, such report shall be borne by the insurer.

(6) The Authority may, on receipt of a report referred to in sub-section (5), issue
such directions as it may consider necessary with regard to the settlement of the claim
including any direction to settle a claim at a figure less than, or more than, that at which
it is proposed to settle it or it was settled and the insurer shall be bound to comply with
such directions:
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Provided that where the Authority issues a direction for settling a claim at a
figure lower than that at which it has already been settled, the insurer shall be deemed
to comply with such direction if he satisfies the Authority that all reasonable steps,
with due regard to the question whether the expenditure involved is not disproportionate
to the amount required to be recovered, have been taken with due despatch by him:

Provided further that no direction for the payment of a lesser sum shall be made
where the amount of the claim has already been paid and the Authority is of opinion
that the recovery of the amount paid in excess would cause undue hardship to the
insured:

Provided also that nothing in this section shall relieve the insurer from any
liability, civil or criminal, to which he would have been subject but for the provisions of
this sub-section.

(7) No insurer shall, after the expiry of a period of one year from the
commencement of the Insurance Laws (Amendment) Act, 2015 pay to any person any
fee or remuneration for surveying, verifying or reporting on a claim of loss under a
policy of insurance unless the person making such survey, verification or report is an
approved surveyor or loss assessor.

(8) Where, in the case of a claim of less than the amount specified in sub-section (4)
in value on any policy of insurance it is not practicable for an insurer to employ an
approved surveyor or loss assessor without incurring expenses disproportionate to
the amount of the claim, the insurer may employ any other person (not being a person
disqualified for the time being for being employed as a surveyor or loss assessor) for
surveying such loss and may pay such reasonable fee or remuneration to the person
so employed as he may think fit.

(9) The Authority may in respect of any claim of value of less than the amount
specified in sub-section (4) on an insurance policy, if the claim has not been or is not
proposed to be reported upon by a surveyor or loss assessor, direct that such claim
shall be reported upon by an approved surveyor or loss assessor and where the
Authority makes such direction, the provisions of sub-sections (5) and (6) shall apply
in respect of such claim.

(10) Where, in relation to any class of claims, the Authority is satisfied that it is
customary to entrust the work of survey or loss assessment to any person other than
a licensed surveyor or loss assessor, or it is not practicable to make any survey or loss
assessment, it may, by an order, exempt such class of claims from the operation of this
section.’.

83. For sections 64V and 64 VA of the Insurance Act, the following sections shall be

substituted, namely:—

“64V. (1) For the purpose of ascertaining compliance with the provisions of
section 64 VA, assets shall be valued at value not exceeding their market or realisable
value and certain assets may be excluded by the Authority in the manner as may be
specified by the regulations made in this behalf.

(2) A proper value shall be placed on every item of liability of the insurer in the
manner as may be specified by the regulations made in this behalf.

(3) Every insurer shall furnish to the Authority along with the returns required to
be filed under this Act, a statement, certified by an Auditor, approved by the Authority,
in respect of general insurance business or an actuary approved by the Authority in
respect of life insurance business, as the case may be, of his assets and liabilities
assessed in the manner required by this section as on the 31st day of March of each
year within such time as may be specified by the regulations.
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64VA. (1) Every insurer and re-insurer shall at all times maintain an excess of
value of assets over the amount of liabilities of, not less than fifty per cent. of the
amount of minimum capital as stated under section 6 and arrived at in the manner
specified by the regulations.

(2) An insurer or re-insurer, as the case may be, who does not comply with sub-
section (/), shall be deemed to be insolvent and may be wound-up by the court on an
application made by the Authority.

(3) The Authority shall by way of regulation made for the purpose, specify a
level of solvency margin known as control level of solvency on the breach of which
the Authority shall act in accordance with the provisions of sub-section (4) without
prejudice to taking of any other remedial measures as deemed fit:

Provided that if in respect of any insurer the Authority is satisfied that either by
reason of an unfavourable claim experience or because of a sharp increase in the
volume of new business, or for any other reason, compliance with the provisions of
this sub-section shall cause undue hardship to the insurer, it may direct that for such
period and subject to such conditions as it may specify, the provisions of this
sub-section shall apply to that insurer with such modifications provided that such
modifications shall not result in the control level of solvency being less than what is
stipulated under sub-section (/).

(4) I, at any time, an insurer or re-insurer does not maintain the required control
level of solvency margin, he shall, in accordance with the directions issued by the
Authority, submit a financial plan to the Authority, indicating a plan of action to
correct the deficiency within a specified period not exceeding six months.

(5) An insurer who has submitted a plan, as required under sub-section (4), the
Authority shall propose modifications to the plan, if the Authority considers the same
inadequate, and in such an eventuality, the Authority shall give directions, as may be
deemed necessary, including direction in regard to transacting any new business, or,
appointment of an administrator or both.

(6) An insurer or re-insurer, as the case may be, who does not comply with the
provisions of sub-section (4) shall be deemed to have made default in complying with
the requirements of this section.

(7) The Authority shall be entitled at any time to take such steps as it may
consider necessary for the inspection or verification of the assets and liabilities of any
insurer or re-insurer, or for securing the particulars necessary to establish that the
requirements of this section have been complied with as on any date, and the insurer
or re-insurer, as the case may be, shall comply with any requisition made in this behalf
by the Authority, and in the event of any failure to do so within two months from the
receipt of the requisition, the insurer or re-insurer, as the case may be, shall be deemed
to have made default in complying with the requirements of this section.

(8) In applying the provisions of sub-section (/) to any insurer or re-insurer, as
the case may be, who is a member of a group, the relevant amount for that insurer shall
be an amount equal to that proportion of the relevant amount which that group, if
considered as a single insurer, would have been required to maintain as the proportion
of his share of the risk on each policy issued by the group bears to the total risk on that
policy:

Provided that when a group of insurers ceases to be a group, every insurer in
that group who continues to carry on any class of insurance business in India shall
comply with the requirements of sub-section (/) as if he had not been an insurer in a
group at any time:

Sufficiency of
assets.
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Provided further that it shall be sufficient compliance of the provisions of the
foregoing proviso if the insurer brings up the excess of the value of his assets over the
amount of his liabilities to the required amount within a period of six months from the
date of cessation of the group:

Provided also that the Authority may, on sufficient cause being shown, extend
the said period of six months by such further periods as it may think fit, so, however
that the total period may not in any case exceed one year.

(9) Every insurer shall furnish to the Authority return giving details of solvency
margin in such form, time, manner including its authentication as may be specified by
the regulations.”.

84. For section 64VC of the Insurance Act, the following section shall be substituted,
namely:—

“64VC. No insurer shall, after the commencement of the Insurance (Amendment)
Act, 1968, open a new place of business or close a place in India or outside India or
change otherwise than within the same city, town or village, the location of an existing
place of business situated in India or outside India, except in the manner as may be
specified by the regulations.”.

85. PART III and PART IIIA of the Insurance Act shall be omitted.

86. PART IV of the Insurance Act shall be omitted.

87. In section 102 of the Insurance Act, for the words "not exceeding five lakh rupees
for each such failure and punishable with fine", the words "of one lakh rupees for each day
during which such failure continues or one crore rupees, whichever is less" shall be
substituted.

88. For sections 103 and 104 of the Insurance Act, the following sections shall be
substituted, namely:—

“103. If a person carries on the business of insurance without obtaining a
certificate of registration under section 3, he shall be liable to a penalty not exceeding
rupees twenty-five crores and with imprisonment which may extend to ten years.

104. If a person fails to comply with the provisions of section 27, section 27A,
section 27B, section 27D and section 27E, he shall be liable to a penalty not exceeding
twenty-five crore rupees.” .

89. In section 105 of the Insurance Act, for the words "not exceeding two lakh rupees
for each such failure", the words "not exceeding one crore rupees” shall be substituted.

62 of 1968.
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90. For sections 105B and 105C of the Insurance Act, the following sections shall be ~ Substitution

substituted, namely:— of rtl_ew .
sections Ior

sections 105B
and 105C.

“105B. If an insurer fails to comply with the provisions of section 32B, section 32C ~ Penalty for

and section 32D, he shall be liable to a penalty not exceeding twenty-five crore rupees. faﬂ“r;’ to b
comply wi

sections 32B,
32C and 32D.

105C.(1) For the purpose of adjudication under sub-section (2) of section 2CB, Power to
sub-section (4) of section 34B, sub-section (3) of section 40, sub-section (2) of section ~ 2djudicate.
41, sub-sections (4) and (5) of section 42, sub-sections (8) and (9) of section 42D,
section 52F and section 105B, the Authority, shall appoint any officer not below the
rank of a Joint Director or an equivalent officer to be an adjudicating officer for holding
an inquiry in the prescribed manner after giving any person concerned a reasonable
opportunity of being heard.

(2) Upon receipt of the inquiry report from the officer so appointed, the Authority,
after giving an opportunity of being heard to the person concerned, may impose any
penalty provided in sections aforesaid.

(3) While holding an inquiry, the adjudicating officer shall have power to summon
and enforce the attendance of any person acquainted with the facts and circumstances
of the case to give evidence or to produce any document which in the opinion of the
adjudicating officer, may be useful for or relevant to the subject matter of the inquiry
and if on such inquiry, is satisfied that the person has failed to comply with the
provisions of any of the sections specified in sub-section (/), he may recommend such
penalty as he thinks fit in accordance with the provisions of any of those sections.

105D. While recommending the quantum of penalty under section 105C, the  Factors to be
adjudicating officer and while imposing such penalty, the Authority shall have due taken into

regard to the following factors, namely:— ?ﬁzoum by

(a) the amount of disproportionate gain or unfair advantage, wherever —adjudicating
quantifiable, made as a result of the default; officer.

(b) the amount of loss caused to the policyholders as a result of the
default; and

(c) the repetitive nature of default.”.

91. In section 106A of the Insurance Act, in sub-section (/2),— Amendment
f ti
(i) clauses (a), (b) and (f) shall be omitted,; (1)06526. o

(i) in clause (d), the words "or a provident society" shall be omitted.

92. Sections 107 and 107A of the Insurance Act shall be omitted. Omission of
section 107
and 107A.

93. For section 109 of the Insurance Act, the following section shall be substituted,  Substitution

namely:— of new
section for
section 109.

"109. No court shall take cognizance of any offence punishable under this Actor ~ Cognizance
any rules or any regulations made thereunder, save on a complaint made by an officer ~ of offence.
of the Authority or by any person authorised by it.".
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94. For section 110 of the Insurance Act, the following section shall be substituted,

namely:—

"110. (1) Any person aggrieved—

(a) by an order of the Authority made on and after the commencement of the
Insurance Laws (Amendment) Act, 2015, or under this Act, the rules or regulations
made thereunder; or

(b) by an order made by the Authority by way of adjudication under this
Act,

may prefer an appeal to the Securities Appellate Tribunal having jurisdiction in the
matter.

(2) Every appeal made under sub-section (/) shall be filed within a period of
forty-five days from the date on which a copy of the order made by the Authority is
received by him and it shall be in such a form and be accompanied by such fees as may
be prescribed:

Provided that the Securities Appellate Tribunal may entertain an appeal after the
expiry of the said period of forty-five days if it is satisfied that there was sufficient
cause for not filing it within that period.

(3) On receipt of an appeal under sub-section (1), the Securities Appellate Tribunal
may, after giving parties to the appeal an opportunity of being heard, pass such orders
thereon as it thinks fit, conforming, modifying or setting aside the order appealed
against.

(4) The Securities Appellate Tribunal shall make available copy of order made by
it to the Authority and parties.

(5) The appeal filed before the Securities Appellate Tribunal under sub-section (/)
shall be dealt with by it as expeditiously as possible and endeavour shall be made by
it to dispose of the appeal finally within six months from the date of receipt of appeal.

(6) The procedure for filing and disposing of an appeal shall be such as may be
prescribed.

(7) The provision contained in section 15U, section 15V, section 15W, section
15Y and section 15Z of the Securities and Exchange Board of India Act, 1992 shall
apply to the appeals arising out of the provisions of this Act, as they apply to the
appeals under the Securities and Exchange Board of India Act, 1992.”.

95. Section 110E of the Insurance Act shall be omitted.

96. Sections 110G and 110H of the Insurance Act shall be omitted.

97. After section 110H of the Insurance Act, the following section shall be inserted,

namely:—

“110HA. Any penalty imposed by the Authority under this Act shall be
recoverable as an arrear of land revenue.”.

98. In section 111 of the Insurance Act,—

(a) in sub-section (/), the words ““or provident society” occurring at both the
places shall be omitted;

(b) in sub-section (2), in the proviso, the words “‘or to a provident society’” shall
be omitted.

15 of 1992.
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99. For section 113 of the Insurance Act, the following section shall be substituted,
namely:—

"113. (/) A policy of life insurance shall acquire surrender value as per the norms
specified by the regulations.

(2) Every policy of life insurance shall contain the formula as approved by the
Authority for calculation of guaranteed surrender value of the policy.

(3) Notwithstanding any contract to the contrary, a policy of life insurance
under a non-linked plan which has acquired a surrender value shall not lapse by
reason of non-payment of further premiums but shall be kept in force to the extent of
paid-up sum insured, calculated by means of a formula as approved by the Authority
and contained in the policy and the reversionary bonuses that have already been
attached to the policy:

Provided that a policy of life insurance under a linked plan shall be kept in force
in the manner as may be specified by the regulations.

(4) The provisions of sub-section (3) shall not apply—

(i) where the paid-up sum insured by a policy, inclusive of attached
bonuses, is less than the amount specified by the Authority or takes the form of
annuity of amount less than the amount specified by the Authority; or

(i) when the parties, after the default has occurred in payment of the
premium, agree in writing to other arrangement.".

100. In section 114 of the Insurance Act,—
(@) in sub-section (2),—
(i) clause (aa) shall be omitted;

(ii) after clause (aa) as so omitted, the following clause shall be inserted,
namely:—

"(aaa) the manner of ownership and control of Indian insurance
company under sub-clause () of clause (7A) of section 2;";

(iii) clause (c) and clause (f) shall be omitted,;
(iv) after clause (I), the following clauses shall be inserted, namely:—
"(la) the manner of inquiry under sub-section (/) of section 105C;

(Ib) the form in which an appeal may be preferred under sub-section (2)
and the fee payable in respect of such appeal and the procedure for filing
and disposing of an appeal under sub-section (6) of section 110;”;

(b) in sub-section (3), the words, brackets, figures and letters "or under
sub-section (/) of section 64UB and every regulation made under sub-section (3) of
section 64UB" shall be omitted.

101. In section 114A of the Insurance Act, in sub-section (2),—
(i) for clauses (a) and (aa), the following clause shall be substituted, namely:—

"(a) manner of making application for registration and documents to be
accompanied under sub-section (2) of section 3;";

(ii) for clause (d), the following clause shall be substituted, namely:—

"(d) such annual fee to the Authority and manner of payment under
sub-section (/) of section 3A;";

(iii) after clause (d), the following clauses shall be inserted, namely:—

"(da) such minimum annuity and other benefits to be secured by the
insurer under section 4;
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(daa) determination of preliminary expenses that may be excluded for
calculation of the stipulated paid-up equity capital for the insurers under
sub-section (/) of section 6;

(db) such equity capital and such forms of capital including hybrid capital
required under sub-section (/) of section 6A;";

(iv) clause (e) shall be omitted;
(v) after clause (e), as so omitted, the following clause shall be inserted, namely:—

"(ea) separation of account of all receipts and payments in respect of each
classes and sub-classes of insurance business as required under sub-section (/)
and sub-section (24A) of section 10; and its waiver under the said section;";

(vi) in clause (f), for the words, brackets, figures and letter "under sub-section (/A)
of section 11", the words, brackets and figures "under sub-section (/) of section 11"
shall be substituted;

(vii) for clause (g), the following clause shall be substituted, namely:—

"(g) the manner in which an abstract of the report of the actuary to be
specified and the form and manner in which the statement referred to in section
13 shall be appended;";

(viii) after clause (g), the following clauses shall be inserted, namely:—

"(ga) maintenance of records of policies and claims under clause (c¢) of
sub-section (/) of section 14;

(gb) manner and form of issuance of policies in electronic form under
sub-section (2) of section 14;";

(ix) for clause (h), the following clause shall be substituted, namely:—

"(h) the fee for procuring a copy of return or any part thereof under
sub-section (/) of section 20;";

(x) for clause (i), the following clause shall be substituted, namely:—

"(7) investment of assets and further provisions regarding investments by
an insurer and investment by insurers in certain cases under sections 27, 27A,
27B, 27C and time, manner and other conditions of investment of assets under
section 27D;";

(xi) for clauses (ia), (ib), (ic), (id) and (ie), the following clauses shall be substituted,
namely:—

"(ia) the form in which a return giving details of investments made, time
and manner including its authentication under section 28;

(ib) the loans including the loans sanctioned to the full-time employees of
the insurer under clause (a) of sub-section (3) of section 29;

(ic) the sum to be paid by the insurer to any person under section 31B;

(id) the obligation of insurer in respect of rural or social or unorganised
sector and backward classes under sections 32B and 32C;

(ie) the minimum percentage of insurance business in third party risks of
motor vehicles under section 32D;";
(xii) for clause (j), the following clause shall be substituted, namely:—

"(j) the minimum information to be maintained by insurers or intermediary
or insurance intermediary, as the case may be, in their books, the manner in



Sec. 1]

THE GAZETTE OF INDIA EXTRAORDINARY 39

which such information shall be maintained, the checks and other verifications
in that connection and all other matters incidental thereto under sub-section (7)
of section 33;";

(xiii) after clause (j), the following clauses shall be inserted, namely:—

"(ja) the form in which balance-sheets in respect of the insurance business
of each of the insurers concerned and the manner in which actuarial reports and
abstracts in respect of the life insurance business are to be prepared under
clauses (b) and (c) of sub-section (3) of section 35;

(jb) the manner of assessment of compensation under the proviso to
sub-section (4A) of section 37A;

(jc) the fee to be charged by the insurer under sub-section (3) of
section 39;

(jd) the manner and amount of remuneration or reward to be paid or received
by way of commission or otherwise to an insurance agent or an intermediary or
insurance intermediary under section 40;

(je) the manner and form of expenses of management under sections 40B
and 40C;";

(xiv) clauses (k) and (I) shall be omitted;
(xv) for clause (m), the following clause shall be substituted, namely:—

"(m) the requisite qualifications or practical training or examination to be
passed for appointment as an insurance agent under clause (e) of sub-section (3)
of section 42;”;

(xvi) clause (n) shall be omitted;
(xvii) for clause (o), the following clause shall be substituted, namely:—

"(0) the code of conduct under clause (h) of sub-section (3) of
section 42;";

(xviii) clause (p) shall be omitted;
(xix) clause (va) shall be omitted;

(xx) in clause (vD), the words, brackets and figure "sub-section (2) of" shall be

omitted;

(xxi) clause (w) shall be omitted;
(xxii) for clause (x), the following clauses shall be substituted, namely:—

"(x) academic qualifications and code of conduct for surveyors and loss
assessors under sub-sections (/) and (2) of section 64UM,;

(xa) the period for which a person may act as a surveyor or loss assessor
under sub-section (3) of section 64UM;";

(xxiii) for clause (y), the following clause shall be substituted, namely:—

"(y) the manner of exclusion of certain assets under sub-section (/), the
manner of valuation of liabilities under sub-section (2) and time for furnishing
statement under sub-section (3) of section 64V;";

(xxiv) for clause (za), the following clause shall be substituted, namely:—

"(za) the matters specified under sub-section (/) of section 64 VA relating
to sufficiency of assets;";

(xxv) after clause (zaa), the following clauses shall be inserted, namely:—

"(zab) the form, time, manner including authentication of the return giving
details of solvency margin under sub-section (9) of section 64VA;

(zac) the manner of opening and closing places of business under section
64VGC;'";
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(xxvi) after clause (zb), the following clause shall be inserted, namely:—

"(zba) the norms for surrender value of life insurance policy under
sub-section (/) of section 113;".
102. In the Insurance Act, the Fifth Schedule, the Sixth Schedule and the Eighth
Schedule shall be omitted.

CHAPTERIII
AMENDMENTS TO THE GENERAL INSURANCE BUSINESS (INATIONALISATION) ACT, 1972

103. In the General Insurance Business (Nationalisation) Act, 1972, after section 10A,
the following section shall be inserted, namely:—

"10B. The General Insurance Corporation and the insurance companies specified
in section 10A may, raise their capital for increasing their business in rural and social
sectors, to meet solvency margin and such other purposes, as the Central Government
may empower in this behalf:

Provided that the shareholding of the Central Government shall not be less than
fifty one per cent. at any time.".

104. Section 25 of the General Insurance Business (Nationalisation) Act, 1972 shall be
omitted.
CHAPTERIV
AMENDMENTS TO THE INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY Act, 1999
105. In section 2 of the Insurance Regulatory and Development Authority Act, 1999, in
sub-section (/),—

(i) in clause (D), after the words "Development Authority", the words" of India",
shall be inserted;

(ii) for clause (f), the following clause shall be substituted, namely:—

‘(H) "Intermediary" or "insurance intermediary" includes insurance brokers,
re-insurance brokers, insurance consultants, corporate agents, third party
administrator, surveyors and loss assessors and such other entities, as may be
notified by the Authority from time to time.’.

106. In section 3 of the Insurance Regulatory and Development Authority Act, 1999, in
sub-section (/), after the words "Development Authority" the words "of India" shall be
inserted.

107. In section 16 of Insurance Regulatory and Development Authority Act, 1999, in
sub-section (7), clause (c) shall be omitted.

108. () The Insurance Laws (Amendment) Ordinance, 2014, is hereby repealed.

(2) Notwithstanding such repeal, anything done or any action taken under the Insurance
Act, 1938, the General Insurance Business (Nationalisation) Act, 1972 and the Insurance
Regulatory and Development Authority Act, 1999 as amended by the said Ordinance, shall
be deemed to have been done or taken under the corresponding provisions of the said Acts,
as amended by this Act.

DR.SANJAY SINGH,
Secretary to the Govt. of India.
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IRDA of India Does Not Sell Insurance!

The public are hereby cautioned regarding the following:

There are certain telephone calls by persons claiming to be
employees of Insurance Regulatory and Development Authority of
India (IRDA of India), trying to sell insurance policies or offer 'benefits'.

IRDA of India does not sell or promote any insurance product or
offer any benefit.

If any person approaches you claiming to be IRDA of India employee
for sale of insurance products or offering any ‘benefit', please report
it to the nearest police station.

IRDA of India regulates the activities of insurance companies
to protect the interests of the general public and insurance
policyholders

A public awareness initinthve by
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imlesi DEVELOPMENT AUTHORITY OF INDIA
Promoting insurance. Protecting Insured. I
www.irda.gov.in

You may contact IRDA of India Call Centre at 155255 or Lon on to www.igms.irda.gov.in
If your grievance has not been attended to by the insurance company.
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BEWARE OF FAKE TELEPHONE CALLS

IRDAI Kisi Bhi Tarah Ki
Telephone Calls Nahi Karta, Aise Fraud Calls Se
Raho Hoshiyaar, Police Mein Karo F.I.R.

I.R.D.A of India:

* Never sells any insurance or financial products

Never invests the premium of insurance companies
* Never endorse any bonuses

Report the name, phone number and other details of such
callers to your nearest Police Station.

A public awareness initiative by

S8 INSURANCE REGULATORY AND
irdesi DEVELOPMENT AUTHORITY OF INDIA

Promoting insurance. Prolecting insured.
www.irda.gov.in www.policyholder.gov.in

Head Office - Parishram Bhavan, 3rd Floor, | Delhi Office - Gate No. 3, Jeevan Tara Building,
Basheerbagh, Hyderabad- 500004, India. First Floor, Sansad Marg, New Delhi-110001




