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Order in the matter of Royal Sundaram General Insurance Co. Ltd.

fFafafeaa & 3TYR YR / Based on the

. 14 RIdeR, 2020 ¥ 25 RdeR, 2020 do UITAHROT gRT Hanferd grey FAL1amr & ddy
T I 309 YoxH SR SARY HUAT o1, (‘ST SYar “dhur) B oIRT foa
T HRU §del Aifed  (TedieT) ded ¥ SMseRIIuse/AEdd 3R
3IUTEA/2022-23/658/THHTA/TTNR/023 T 25 5, 2024.

Show Cause Notice ("SCN") Ref. No. IRDA/Enforcement & Compliance/2022-
23/658/SCN/LR/023 dated 25" June, 2024 issued to M/s Royal Sundram General
Insurance Co. Ltd. (‘Insurer’ or ‘Company’) in connection with the remote
inspection conducted by the Authority from 14" September, 2020 to 25%
September, 2020.

I Fd T & YR | SHTwd! & GRI 5-Ad [G1h 16 JaTs, 2024 & AR
ICBRIBR IS IEZUL
Submissions made by the Insurer vide email dated 16" July, 2024 in response to
the aforesaid SCN.

IR0 & &l Yuidmtiores wewl - it o $HR Rt (@ - fad g o= ok off
3w Y (I - IR-SitaH) & U 1 Sregerdt | 22 3fageR, 2024 HI AT
Jafade graTs & GRM sSHTwd! & gRT fhd T TRl

Submissions were made by the Insurer during the personal hearing held on 22"
October, 2024, chaired by a panel of two whole-time members of the Authority —
Shri Rajay Kumar Sinha (Member-F&I) and Shri Deepak Sood (Member-Non-
Life).

gIas & d1G SHEHdl & gRT 5-0d faAid 30 ageR, 2024 & 4R fd T
3R URgdipu|

Further submissions made by the insurer post-hearing vide email dated 30%
October, 2024.

1]'8‘1;[&[ / Background

TITIHROT 7 A TS YoxH SR SRARY HUA! [, (dTHremar 3ryar “&u-r) ol
R FAfer 14 RideR, 2020 ¥ 25 RidsR, 2020 T darferd b Iad e
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2.1.2.

2.1.3.

2.1.4.

2.1.5.

feOTe B, o= STl & TTY-, ST S, 1938 SR 39 31ef 9= T fafad,
fenfden ofik uRkuslt & Suset & Fe IeaeH fafed gul

The Authority had conducted a remote inspection on M/s. Royal Sundaram
General Insurance Co. Ltd. (‘Insurer’ or ‘Company’) from 14" September, 2020
to 25" September, 2020. The inspection report, inter alia, revealed certain
violations of provisions of the Insurance Act, 1938 and Regulations, Guidelines
and Circulars issued thereunder.

e RUI &1 ua ufd SiaTdhdl &1 6 THART, 2021 BT 370 ITR B U HRd §U
ST P TS TUT STHTHAT A ST SR 3-7d feAid 5 WRAR], 2021 & GRT K
foa|

A copy of the inspection report was forwarded to the Insurer on 6% January, 2021
seeking their response and the insurer submitted their response vide email dated
5% February, 2021.

SOl & URGADRUN DI il B b 916, Th THHITA 25 T, 2024 I FR_T B
T3 | Gl 7 S8 AP 16 SATR, 2024 & HIAH ¥ THHUTA &I SR Q|
dHHd & R bt T SR & SR, STl Bl qdfadde gdTs B Ud Sa¥R
22 ISR, 2024 HI U fovar |

On examining the submissions of the Insurer, an SCN was issued on 25" June,
2024. The Insurer replied to the SCN vide email dated 16™" July, 2024. As

requested for by the Insurer, a personal hearing was granted to the Insurer on
22" QOctober, 2024.

diarmdt o 3R I, ot i THRER, (GeY Few®), ft ava weRT (=7 fadia
SfYERY) SR ot THIR STeraex ([@U-l Afad 3R T U SHfASBRY)
TR 1 SR & ot ITora FUR RigT, Gew (fad @ Fawn) ik ot o Jg, Iew
R-siaA), o SR, . M (T Hemeed), 41 <. at. 19 @RHse), St Iog AR
ot (@RS Y®), ff TS SRilaTd (SU HRTEY®) SR of a%1 srfde urda (@ers
Tait/ah) Jad aTs § SURRd |

On behalf of the Insurer, Shri Amit Ganorkar (Managing Director), Shri Vaibhav
Kabra (Chief Financial Officer) and Shri SR Balachandher (Company Secretary
& Chief Compliance Officer) and on behalf of the Authority, Shri Rajay Kumar
Sinha, Member (F&l) and Shri Deepak Sood, Member (Non-Life), Shri RK
Sharma (Chief General Manager), Shri TV Rao (General Manager), Shri Sanjay
Kumar Verma (General Manager), Shri Manoj Asiwal (Deputy General Manager)
and Shri Yash Arvind Patil (Assistant Manager) attended the hearing.

ST & GRT 30 3-Ad faid 5 WRax, 2021 H b T URcIBRuN aul Te
& d1G 3-89 f&i® 16 IS, 2024 GRT [Hd T TRGADRN, 22 SR, 2024 Pl
Jgfades gAdTs & SRM fobd T TRAAIHRUN Ud YAdTs & a1 311 3-Ad faHid 30
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AR, 2024 &b gRT fhd T TR UR WIFIHRUT gRT Frauigdds faar fear
T g 3R ST RIS i o 8

The submissions made by the Insurer in its email dated 5" February 2021 and
the submissions made after SCN vide email dated 16™ July, 2024, submissions
during the personal hearing on 22" October, 2024 and further submissions made
post hearing vide email dated 30t October 2024 have been carefully considered
by the Authority and are summarized below:

3.1. 3RIY/ Charge-1

frafafad &1 3eg= / Violation of

3.1.1. EIIRSILINS (WA st A TH, 2016 &1 fafgd 27(v)

3.2.

Regulation-27 (v) of IRDA (Health Insurance) Regulations, 2016

ﬁﬁ&I'UT ﬁ'ﬂfl'ﬂﬁ_?ﬂ-S | Inspection Observation_C-8

3.2.1 fa<itg av (@HATE) 2019-20 & T MESTIIR RSB AT =] B Siid Hd I T8

a1 71 foh StaTerdl 2 W ST gl & U au / 37e faxhia v o dg fod & qu

38 e/ 3Tl faita af & g e o7 3R <1t &1 fAger fasar o a1 T
While examining the IBNR calculation sheets for Financial Year (FY) 2019-20, it
was observed that the insurer had closed the health insurance claims in previous
year / current financial year and re-opened the same in current / next financial year
and settling the claims.

3.2.2 U8 U1 7T {3 siendf 3 Jufade gHedl, W, dafade SR qMfed drerst #

¥. 123.43 TRIS P AR & AU 53354 G141 I G: JIdT| T -8, SHD! - 34.99
PHRIS SUY P AR & ATHT 6466 GIA & PR U

It was observed that the insurer re-opened around 53354 claims amounting to
Rs.123.43 crore in Personal Accident, Health, Individual and Group Schemes.
Similarly, the insurer closed around 6466 claims amounting to Rs.34.99 crore.

3.3. dHTEHdl & mﬂ?ﬂﬁﬂ'ﬂﬁ T AR / Summary of Insurer’s Submissions:

3.3.1. SETEHAl - YRGBT (BT b Gral & THIUH HRA & 16 GIAER & gRT 14 gedrasi

& URIAIHRUT & STYR TR I (o<1 aui § 521 Gral Dl GH: JidT T-T AT T 39D
YR TR Trdl & 3RATHRUT IR G: faaR fobar mam |

The insurer submitted that 521 claims were re-opened in the FYs based on the
submission of fresh documents by claimant after closure of claims and on that
basis the rejection of claims was reconsidered.

ST SR T GaH SR SRANY DU+ fIfAcs (14-25 RydeR, 2020)
Final Order Royal Sundaram General Insurance Co. Ltd. (14-25 September, 2020)
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diarmdl A 3 Iad fewoh & 9@ f 13 5 16l & JHE & IR H WHIHI0] T
foar|

The insurer further submitted the explanation about the closure of 5 claims
highlighted in the observation.

I Gl Bl 3ch TRU-UF Uo- o §1¢ I, SMUférd Sxidel GrdeR & gRI U&d =
o8 ST & HRUTURY F s a1 a7 U1 Uiy, 394 Galdel U 8- & §1g 3617
TIga : Wiett oY 3R YT &1 Ufshan od &1 71 Y1 39 ePepIvr &1 fJavu g
& FUIY/G: URYH & forg 7ies uRares ufesan § foar mn g |

The claims were initially closed due to non-submission of required documents by
the claimant, despite multiple reminders. However, they reopen the files and
process payments once the documents are received. This approach is detailed in
the Standard Operating Procedure for closure/reopening of claims.

STl A IRIHR0T [ fs afg 3 gral &1 SifAf3d w1a o fore Jo x&@d, df 399
aral e orgurd # ot fage o STl S99 Srard, et dfdar &t =l &
SIINR, I8 W ©U ¥ Icy fohdr 71 ¢ foh Urgen rar et @it gxrawr 30 faA &
3R TRgd BT (@1 GaT 3R Ifes uifafyal & fom) | =ft g frreor & forg
HFES , IUT I 1at T SR IR TR b I 3R HeifdId cwTas] Wed gRI
TR fob2 S OR T4 &1 e 3 8 39 70 U U1ge fa el ef¥eiur o1 =g
fohaT| quUIfl, 9 BB T UERT Had AEH B axdldsl URdd B & o8 Jaid
WRU-UA W & d1E 81 fordT 71 5|

Insurer submitted that if they keep the claims indefinitely open, it will also skew
the claims disposal ratio. Moreover, as per the terms and conditions of the policy
contract, it is clearly mentioned that the customer shall submit all the claim related
documents within 30 days (for both retail and group policies). Though this is the
criterion for repudiation, they have chosen as a customer friendly approach to
temporarily put the claims on hold and settle the claim as and when the customer
produces the relevant documents. However, this approach is resorted to only after
sending sufficient reminders to the customer to provide the documents.

diarewal A g8 ff IR 51 {6 St & gRT SO 715 AP @A (Raifdm B
HRIUGAAl Ged faa® & YR WR § 9UT 3% GRIT - Had SEaTAAR aTdl, dfch
STSSITZ 3R gral IR Ht faaR foran a1 8 | S0 SR, g1al &1 9H1uH / fARTe0 dv
3R 91E # 3= T: Wi & HRUT 374al YdMI & foIT gt g1at & 3uaid 814 &
SR BT aral 8 foret Ht St & 9k § gral & SHH | faeR fear m gl

Insurer also submitted that the reserving methodologies adopted by the company
are always on a prudent basis and takes into consideration not only IBNR claims
but also the IBNER. Thus, any insufficiencies in outstanding claims either due to

closure/repudiation of claims and subsequent reopening or due to outstanding
claims being insufficient for payments are considered in the estimation of claims.

[a R NN
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Jafadd GAATs & GRM, ST - AHd aRETad Uishar (s & ey gl
& FHIUA & ey H, TohT SiAe-T Y URared SideRl & gRI fdar a1 o,
T & IR A 8 T TRl & Gl

During personal hearing, the Insurer reiterated the submissions made in response
to the SCN regarding closure of claims in line with Standard Operating Procedure
(SOP), which was approved by Chief Operating officer.

dHaTpdl A Fel o fawia av 2019-20 T 521 AHe UH: Widd T 3, FoFH & 445 AT
(85%) UEd &1 gd H uer T & 9uT 3% $ad Ugd SR a1 | 5y T oqgl 3R
Siradmal ol § A&fd TRad! siuar SfaRad YITami o fore g1 g=: Jiem a1 1|
The Insurer stated that 521 cases were reopened in FY 2019-20, out of which
445 cases (85%) were already settled earlier and reopened only for subsequent
or additional payments related to pre and post expenses and investigator
expenses.

I, ATl - WIDHR a1 b drae 76 &4 1 IR IR TRU-F Vo R Ht 9 i
g GHIASl & HRUYRY H §¢ ford T & a1 5id Ut T1gehi = Sruférd aedrasl wgd
fhd 9, 99 91¢ § I8 T: Wil T YT, Ugel YT & =0 H S9! YITa b 71
AT 3R IHI AU far T o1 StHwal 7 IR0 B & @5 aab
(3MT3CRNZC) T THIYE THIYA el fhd T 3|

However, the Insurer admitted that only 76 claims were initially closed due to
missing documents, despite repeated reminders, and were subsequently
reopened, paid, and settled as a first payment transaction once the customers

submitted the required documents. The Insurer submitted that there were no
outright or premature closures.

1Y B, STl A e’ fb IBI 39 Ugfd &1 99 T8 GRT AU TS
TR bl M b erdl Bl SRl IR WR A 7@ & Ry ueb 3, wresp-Radt
VDI & =0 T {521 5| Ig WPV URH-3J%d &, Rl Ug ThaH FRIHRU B
fRUfT BT A1 ford fareT GRATaS IR = o ol U1 hi i U SifaRed /awR gl
gl

The Insurer also reiterated that they have chosen this practice in good faith as a
fair, customer-friendly approach to temporarily put claims on hold until the
customer provides the required documents. This approach is pro-customer, as it
gives customers an additional opportunity to submit the documents without facing
outright repudiation.

SrTpal 3 39 91 W SR a1 & 7 91 B THue-25 @t 22, I & e
qhe IR0l AFGS! & 3UR, 9UT HIH TAUd-37 (@IdT Sel), Sl aad Jrae-db
Ul HHes! & Ufafdfad sar 8 (Rider, 2021 T guTd), s {68 1 gral oI
1t O < B
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The insurer emphasized that both Form NL-25 (Claim Data), in accordance with
earlier Public Disclosure norms, and Form NL-37 (Claim Data), which reflects the
current Public Disclosure norms (effective September, 2021), recognize closed
claims as well.

3.3.11. Sl 4 39 910 R 59 fear § fF 31 A, 2020 t fRUfd & SER smfea

AR 3R =Med-gdT &t fRUfd IR auf & a1g off v 9 siftre &t 2| ora: Sudad
s DI 3O & forg srqaftd RSAfd, Med-&md, ST aryvedr SR gl A
The Insurer also emphasized that the reserves and solvency position as of 315t
March, 2020 had remained more than sufficient, even after four years. Therefore,
inadequate reserving, solvency, or profitability were not reasons for adopting the
above process.

3.3.12. SRl 3 g8 W) HgT fb FRIB0 U Siffis HER BRAR & U & AT S1dT &

TRt &1 Ml o G- S o DRI, STG1 &1d Bl G: Wi DI Plg FGHIGH
el W5t | S9! ga H, Soreharl 39 fRufa § <1at ®Y OF: Wi & ol 3@ § 9
UTferfteRe ATIRTSH T Udd Bl 3|

The Insurer stated that repudiation is considered a more severe action in which
the Insurer denies the claim outright, often due to fraudulent activities or
significant violations of policy terms, with no possibility for reopening. In contrast,
the Insurer is willing to reopen claims when the policyholder provides the
necessary information.

3.3.13. SHTHdI 3 WiBR b i ITa! Ufehamd HIST & IR IR Wy fAfTH, 2016 & 1Y

quic: gaIfoTd T8l & 1 Sai 3% fhar f 3 arut ufehal &l TR 3R HRIR S 18
YT TIAER &1 Vol SHaTe 3ifdd v # Ifad IWRHRl & a1¢ Iugad URad He|

The Insurer acknowledged that their processes are not fully aligned with the
Health Regulations, 2016 in terms of language. They assured that they would
streamline their process and make appropriate changes to the final letter
communicated to the claimant, after due consultation.

3.4. 3RIY-1 W v/ Decisions on Charge-1:

3.4.1.

AT TerRAIhRUT & HRUT QA &b THUH & Tae H SHTwd! B IR R0l YR
arar gHien ufshar § Tafid graurt srar Sufar & 3rHig o RSy Ba €1 ardl @l
& HRA BT U8 iy wiferfieRe) & WRISRT &1 TR B H1 HR a1 8 | TiferfieRe
Ig HEY IR T § o 3 crdl R URMNS R W Iugad U § HRATs gl B
oI 361 8, S dHTeal & GRT a1a) R BIRaTs H &1 UfehdT & Ufd 3% SRidIY 3R
3ifay % ¥ § uRud g1 5|

The submissions of the insurer regarding the closure of claims due to insufficient
documentation indicates a lack of due diligence or thoroughness in the initial claims

[a R NN
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3.4.2.

3.4.3.

3.4.4.

review process. This decision to close claims diminishes the gravity of the
policyholders' concerns. The policyholders could feel that their claims were not
handled appropriately initially, resulting in dissatisfaction and distrust in the
insurer’s claims handling process.

FRMY TRl FEydd Hedl ¢ [ I8 T Aedh-fedul SRHI0 HT SR S 3,
dYf g fads & fou 7 U6 S8MT Udid gial 81 aRdfdd aR IR Uedh-hay
=D T G141 Ufhd & SR 994 WR ral & FHIYT R dbfsd g 3R TRERA
GER-U0 DI SRI&T DM UIeRiIURS] & gRT Yol & Ucipul | fddd IR
el BT §d, SUATe UG 37yl SAR] A1 UIrURD! & T suaid gudfs
13T ¥ god de-agdl &I YfRId SRl g, S el a1aT Ufshar & e Ant yeRd &
qHAT B |

Although the insurer asserts that it follows a customer-friendly approach, this
seems to be a mere excuse for the delays. A genuinely customer-centric approach
would focus on the timely resolution of claims and maintain transparent
communication during the entire claims process. The insurer's emphasis on delays
in submitting of documentation by policyholders suggests either inadequate
communication or engagement including inadequate support mechanisms for
claimants or policyholders, which could lead to the prolonged claims process.

diareral ot Wigha fo uferand wW@rea fafam, 2016 & ST 61 §, 3FIUTeH & Uh
TR TR B 3R Gohd ! ¢ | T§ IR 3% URATAH! B (A DI &ffor & el
g1 Iudad P! T g, dHThdl Bl Iad g & forg AdTa & St § auUT g8 gAfyd
3 & g gfad foran Sran § o6 arat &1 fge ar d gral & Y o g1 a1 gaferd
OIfeRt T el & SFER GIdl & RIGHR0T & gRT fohdl SY qT SiHTewd! &t diedl d
®18 t g3 § T2 fhd SE | STl & e e Afe fob wfawr B 9 UaR $i
b B forddt it TRIG T & Ul B3R ST ST ST qT U0 gRT SUg e
T SHaTe T fafami® HRar &I e |

The insurer's acknowledgment that processes are not in line with Health
Regulations, 2016, points to a serious level of non-compliance. This misalignment
erodes trust in their operations. In view of the above, the insurer is warned for the
lapse and advised to ensure that the claims are settled either by way of payment
of claims or repudiation of claims in accordance with the terms and conditions of
the respective Policy and no claims are closed in the books of the insurer. The
insurer shall note that any recurrence or similar lapse, in future, shall be viewed
sternly and stringent regulatory action, as deemed appropriate, shall be taken by
the Authority.

ST dl @ ag YR wa & forw ot gfera fpan e 8 136 aral &t ot ufsear & SRM
TRATHRUT T SUeTaf I Aafd Yy ArieR aigd UHTH TaR &1 HHGHIHR0T fardT
e

ST SR T GaH SR SRANY DU+ fIfAcs (14-25 RydeR, 2020)
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The insurer is also advised to ensure that effective communication, including
precise guidance on documentation requirements, is standardised throughout the
claims process.

D ST, SHTHAT B Grad (a1 oiTdT g [ Hielar Arex gk / fafradl & Sudf
T AT HRA & e SHiaes uferarstt @t Tquf Tfter iR gafeRo &1 uryfie
&l ST qUT 3 TR D1 HRATS B DI RUIC TSRO o I BIgd DI S|

Further, the insurer is advised to prioritize a thorough review and realignment of
internal processes in order to comply with the provisions of the extant master
circulars / regulations and the action report, to this effect, shall be filed with the
Authority.

3RIY-2 / Charge-2

frrafefaa &1 &g / Violation of:

41.1.

4.1.2.

4.2.

421.

4.2.2.

4.3.

4.3.1.

TSRS (URAT Sreraisil & gRI HRIGAT BT STeradesu) [, 2017.

Regulation-21 of IRDAI (Outsourcing of Activities by Indian Insurers) Regulations,
2017.

TR . TS SRETTSMTS /LTI 3ME 3R /157/09/2018 &1 19 RycdsR, 2018
DIES 4(P) |

Clause 4(a) of Circular No. IRDA/INSP/CIR/157/09/2018 dated 19™ September,
2018.

rdteror ﬁmﬁ_w-% |/ Inspection Observation_F-33

g Ui T fF 2018-19 3R 2019-20 & SR fagharsii &1 %, 1 s T 31 ford
T YT WSROl & UM BIsd &1 T SRRl [dariorl & giud el fhd ™
O

It was observed that the payments made during 2018-19 and 2019-20 to vendors
in excess of Rs.1 crore were not reported in the outsourcing returns filed with
Authority.

diarerat 3 Ffteror 3afy & SR FAfteror A gRT Sofda TSieRur / YT U T8l
cal

Insurer failed to submit the explanation / information sought by the inspection team
during the inspection period.

darPal & uﬁ?hamﬁ T YRI / Summary of Insurer’s Submissions:

diaTmdl A TRdaiexu fdhar fr Iad fewolt o Ifcafad fadsarstt & grT fed ™
Ffwan faRfied Hrieam 8 e IR # sidie 0 I f6d SH &t yaren 78t

ST SR T GaH SR SRANY DU+ fIfAcs (14-25 RydeR, 2020)
Final Order Royal Sundaram General Insurance Co. Ltd. (14-25 September, 2020)
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DI ST YT 9 Iad fafal # uRufia ®u & sreidieoru sdean & R &
e TRl 3Td TUT 3T HRUT ¥ d SRSl faaeon # =mfd Faf fod ™ |
fasparell &t O IR} coawITd It Jarst &1 IUIRT IR & dl JHI&T & fag
SRR IS &) ogd Bt s off|

The insurer submitted that the activities carried out by vendors referred in the
observation are specialized activities, not expected to be carried out internally
and do not fall within the purview of the outsourcing activities as defined in the
regulations and hence the same were not included in the outsourcing return. All
these vendor arrangements were presented to outsourcing committee for review
post which their services were utilized.

EN

Jgfade gAdTs & SR, dHIGd! 3 Fel fb I Iudad fashdrel &1 Faa Iad
HRGAT J1ferd B & fore Yo faan o1 fomas forg 37t Jard Gefag &t 18
off qUT YITdH deduR fd T &1 fiHremar 3 g8 W Fe1 fs Iad YaH ardfde &
AT I fqopar 9 @ I H&fd U&dR ¥, R 7 g1 I79d TeFafadl & ar &t

U&pR Y|

During personal hearing, the Insurer stated that they had engaged the said
vendors only for conducting the activities for which their services were enlisted
and payments were made accordingly. The Insurer also stated that the pay-outs
were genuine and these vendors are neither their related parties nor the related
parties to their Intermediaries.

diarpal A Iad fadsarstl ¥ Faiftrd Sued! fqaRor, auT S8l ar] T 98] a1 &
SRR @Heiy) Tfed, e fashdr &1 Wiersd +f Ty far|

The insurer also explained the profile of each vendor, including GST details, and
Memorandum of Association (MoA) related to the vendors, where applicable.

TS & d1G, ST A fashdT Uey IRl & 764, TUT fashdT SMaife T o 4
iR GdTa, fashdl SIS Silasge, HRIR re B, TH3IT &1 ufd el off
AR M), fagsarant @ Yeiftra sheadt sik 97 wfed v ford |

Post hearing, the insurer submitted documents related to constitution of Vendor
Management Committee and Vendor on boarding Framework along with vendor
on boarding checklist, agreement execution form, copy of MOA (wherever
applicable), GST and PAN related to the vendors.

4.4. 3ARIY-2 Feeh fufa / Decisions on Charges-2

44.1.

BTS AR R ATHEIIR P AR 3R I@RETG o THR TUT HRIR YHR oI HrIGHAra
& Tay T dTHTwd! & TRgadl HcaaG fhd T |

The submissions of the insurer, with respect to the activities such as repairs and
maintenance charges of Hardware & Software and Courier Charges, are taken
on record.

ST SR T GaH SR SRANY DU+ fIfAcs (14-25 RydeR, 2020)
Final Order Royal Sundaram General Insurance Co. Ltd. (14-25 September, 2020)
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4.42. UMY, UIYGROT  TETH! & FdTeH, HrIRmarst d ufieon, qur faqos =g, o9
HTIHA! & IR T U= RidTd e &1, S IrHa: STl & R fd SId § aul
TSIARIITIHTS (R AHHAIS & GRT SRIGAM BT SRrddi®Ro) fafad,
2017 & faf T 4(3) & AR RGBT B URYUTST & 3faid MTd § | STt
& GRT WI3d B TS STEAHRU Yaeh faarfor & 7 sradie ¥ I8 fafed gian
g for fiaredl & U SrRRideRr & &9 & A SHare Jarsi Bt Ty qug T8t
g1 ISR & far, foxfta aef 2018-19 & forw STrAdianT faarfoml & YR, <ait
HIHT JaTE 3R IR I\IWT JaTE aRad B SEIAIBRO & 3faid q=Iig T
g, TR RIAUUH (el Hrebiem) 3R QIoeaeR G Jard 39 3rer & 7S €, Ty
37 quft Qarett F B Aeayul 3R & 81 U8 Wy T § T divmewal 3 7 $o
Jaraf &I TRRANGROr & Sfaifd Yford HRA HT 99 fmar § qur 3 Jarsit o
3roaford frar 81 ¥t IR, “TaR IRl SR fagme Il & faavor &R o=
T & d1d BIs [ANCH HR® Tal ¢! aUIf, dHHdl 3 396 F Ugd! A Bt ga-l
&1 1 98 o 3R gt Ae &1 ©is fan| afe diurwal & srifavia &t ergafa &
STl 8, ) TP B & ey H Wad U § I8 Y Fpren S wodl ¢ fb 98
"STEIAIOROT o TR & SfATd To AT T§1 TR T§ & G- D1 3d TaRI el
g for diarmdtell &1 @t FRf siaR® U W T3 3R 3 U&HRI St Ggrd 7 o
& o e w1 faframe Sewa =161 81 Sod faf ol o1 Se2u Saa a8t 8 fr W@
3T UePRI TR AR ¥ S@a gHara fanet +ft Siifaw I Stererars!l &1 s & fag
& fHY AE| WE FY ¥, 39 HRU § YHIH0 3R RUIfET o1 amemsft &1
AT 3R ST HHT STaT § auT 3% el +ft yopR & fage & v &
TRAgd® ST S B |
However, the Authority raised its concerns about activities, such as conducting
conferences, training workshops, and advertising expenses, which are normally
undertaken by the insurer and do fall under the definition of ‘outsourcing’ as per
Regulation 4(e) of IRDAI (Outsourcing of Activities by Indian Insurers)
Regulations, 2017. A bare perusal of outsourcing returns filed by the Insurer
indicates that the insurer does not have a clear understanding of the services to
be treated as ‘outsourcing’. For illustration, as per the Outsourcing returns of FY
2018-19, tele calling services and software maintenance services are indeed
shown under ‘outsourcing’ but telemarketing and software solutions services are
precluded from the same though all of these activities do not have any material
difference. It is not clear as to why the Insurer chose to report some services
under ‘outsourcing’ and excluded others. Similarly, there is no distinguishing
factor between “distribution of publicity material and advertisement material” and
“Advertising Expenses”; however, the insurer chose to report the former and
avoided reporting the latter. If the insurer’s interpretation is allowed, every function
can be derived independently as not falling within the meaning of ‘outsourcing’. It
is essential to note here that it is not the regulatory intent to force the insurers to
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4.43.

4.4.4.

4.4.5.

D

A\
lr.'lal
carry out all the activities in house and not take assistance of third parties. The
regulations only aim to safeguard the insurers from any risks emerging out of
dependence on such third parties. Precisely, for this reason the disclosure and
reporting requirements are treated as sacrosanct and inalienable and any attempt

to deviate from the same is viewed seriously.

STYFd ®! 3Wd gU, I8 ey Feran Sirar g for diaresdl 3 srriidien & o
30 HRIGATA! BT TNBUN IFad TG I 751 [l § 3R DT UHC I gl [l
g, S 39 g vaferd fafadl & fovs 81 98 SRIEIaR0 & Sae § ot &1 ure
I & oL TR SR Ufiesdl & 314Td &1 a=1ial 5 |

In view of the above, it is concluded that the insurer did not properly classify and
disclose its activities as outsourcing, which goes against regulations then in force.
This shows a lack of responsibility and commitment to following the rules
regarding outsourcing.

dTHTHdl & 39 UIHRUl & SER [GaR &1 W o f faosdref & g &t 15 3
HARTE TR0 IAfd & IRgd &1 15 ff, Iqd 9ilfd = srmaas
SRRAAHRU BTGl &) Uga Tl &1 8 iR 361 Uy gt fovar § auT 39
faradr 7 Wit gawmst & @9 R & fou anf uvra fear g1 g%
URUTIRGREY, 3o STRIATcien= 0l AiAfd SRR or =iifd &l YHTdt & § N sl
R IDt| 39 HIfd & S8 J Udd- & 3HIT 3 SHIGHdl B ST ke Faul
& ufa sRRfera wR fear B

Going by the submission of the Insurer that these vendor arrangements were
presented to outsourcing committee, the Committee failed to identify and manage
essential outsourcing activities and the failure led to poor governance of such
arrangements. As a result, the Outsourcing Committee failed to implement the
outsourcing policy effectively. The lack of strict enforcement of this policy exposed
the insurer to inadequate internal controls.

gRuTgd:, T dardal - fa<hia a9y 2019-20 & fou fAafarad faoarsit &1 uRt
YA 0 3, U SRR 7 89 & 0 | 34 SR & TTad aiieu &
FRUT HEARSTIAE (URAT SoHdiol F gRT FRIGAT BT SRNINSEI)
fafram, 2017 & fafaH 21 & 31efiH 3T TP LT WITAHRT B el <l |

Consequentially, although the insurer made substantial payments to the following
vendors for FY 2019-20, they did not report these to the Authority under
Regulation 21 of IRDAI (Outsourcing of Activities by Indian Insurers) Regulations,
2017 due to the erroneous classification of such activities as not outsourcing.
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®.9. fadhar &1 7| R
S.No. Name of Vendor Amount
1 | <RI dsq/ Story Labs %.22.01 RIS / Rs.22.01 crore
2 ¢TAeHT A1 / Dhanalaxmi Marketing | ®.14.21 ﬁ‘s_’/ Rs.14.21 crore
3 | USRI HIegRH / Aries Solution ¥. 8.63 PIS / Rs.8.63 crore
4 | o At L. fa. ¥.2.55 BRI / Rs.2.55 crore
Cedreto Marketing Pvt. Ltd.
5 | vl @ sfgar o far. %.1.40 HUS / Rs.1.40 crore
Lease Plan India Pvt. Ltd.
6 | ot & gIeliew ¢H UUS cacd %.1.16 BUS / Rs.1.16 crore
We can Holidays Tours and Travels
7 | 9999 SAdfcd Qieg==y . e, %.1.16 PRIS / Rs.1.16 crore
Nexus innovative solutions Pvt. Ltd.

4.4.6. SISO & GRI STEHIdIpd faiid Udesdish & fort f6hd T Iue YITdri &1 g

44.7.

TR &7 9 U1 BT Uil o1 Ieeio fova 71 § a1 I8 fafame wdten @
T4 & TN B! FAEE Ham 8| IReRIA &1 78 31uTa SRR & SfaRTell & ax o
fefaTd I FHRT B, 3R 1Y & TRRAdHr Haieh SRGH &1 Jedich B & oy
TIRIHRUT B &HAT & AT FR <dl gl $Ub URUMHG®Y, I8 URfufa =l
gfETeTd 3R UfagrTd Sifee § g9fg axal 8, T8 RAfdy #vd gu fos diuredl & U
faf e AFe! & R A & oy 3a=aed wonfer 3R fAa=or &1 31umE g

The insurer's failure to report the above payments for outsourced financial
commitments violates disclosure requirements and may indicate an attempt to
evade regulatory scrutiny. This lack of transparency raises concerns about the
governance gaps, while also limiting the Authority’s capacity to evaluate
outsourcing risks. As a result, this situation increases both operational and

reputational risks, indicating that the insurer lacks the necessary systems and
controls to meet regulatory standards.

SUdd &I & | I@d gU, ST SHfAFTE, 1938 B URT 102 & 3icqvia (fgd Afaaal
HT TN IR gU, WIIHRUT TP gRT SMIIARSILSTE (HRA SHIDbdASH & GRI
SRS BT SRR fafam, 2017 & fafad 21 & Iuddl & Iecioq & fag
T, 1 IS (Uh HRIS TU) BT 3 I 8|

In view of the above, in exercise of the powers vested under Section 102 of the
Insurance Act, 1938, the Authority hereby imposes a penalty of Rs.1 Crore

(Rupees-One Crore) for the violation of the provisions of Regulation-21 of IRDAI
(Outsourcing of Activities by Indian Insurers) Regulations, 2017.
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5. foofal &1 ORI / Summary of Decisions:

3RIY 4. SUGHT BT Seara
Charge Violation of Provisions Decision
No.
1 fr&teror fewoft_sdt-s dara-
Inspection Observation_C-8 3R
) ARSI (@A o) fafFam, 2016 &1 qRywsf
-27(v) Warning
a) Regulation-27 (v) of IRDA (Health Insurance) &
Regulations, 2016 Advisory
2 teror fewolt_uw-33 3. 1 (TH)
Inspection Observation_F-33 mﬁg BT
F) IARIARSILIE (MR dAremsdis & grRi 3dds
HRIGA BT STeAdIHRun) fafaas, 2017 & Penalty of
fafgm-21 Rs.1 (One)
a) Regulation-21 of IRDAI (Outsourcing of crore
Activities by Indian Insurers) Regulations, 2017.

6. 3.1 BUS (Th PG IUA) P I S i M SHIDH AT GRI 3 TR 1 UG B
IRNE ¥ Uareig 37 &1 ol & oicy TRURSD! &t [ # AW SR
TTRUmC/RESTTY (ForaeT faarur srert I gfud forar smevm) & wred ¥ faufdd &t
Sart | fatwor &1 g ff & dHCHR G, HeTUSEY® (A SR ST [THET) &I
YRt S fafame oiR fawra wifdesvur, gdemr €. 1151, WwRHRrd fsiede,
ASRIHIE], BEXIETG 500032, 3-Ad TS 8l enforcement@irdai.gov.in & Td TR Wit
a |
The penalty amount of Rs.1 crore (Rupees-one crore) shall be remitted by the
Insurer by debiting Shareholder's Fund within a period of forty-five days from the
date of receipt of this order through NEFT/RTGS (details of which will be
communicated separately). An intimation of remittance may be sent to Shri T.
Venkateswara Rao, General Manager (Enforcement and Compliance Dept.) at the
Insurance Regulatory and Development Authority of India, Survey No. 115/1,
Financial District, Nanakramguda, Hyderabad 500032, Email id
enforcement@irdai.gov.in.

7. 9% 3[AAT/ Further,

%) TS MY D & SIS B N 93 | dis & THef U¥dd fHaT ST T
STl fdaR-fau=l & SRigd & Th Uid TRgd S|

a) The Order shall be placed before the Board of the Insurer in the upcoming
Board Meeting and the Insurer shall provide a copy of the minutes of the
discussion.
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W) S Gl T FaRI IR &1 T8 HRATS S RUIC (TEHR) WG DI 39 TSR
DI ARG 90 & o 37 T BT |

b) The Insurer shall submit an Action Taken Report to the Authority on direction
given within 90 days from the date of this Order.

8. fe dHTHdl 39 X § SRy §, df a1 AT, 1938 Pt URT 110 & IuSE &
TR vfayfa srdteia <manfareor (@aud) &1 srdid vRgd & o Iahelt ]

If the Insurer feels aggrieved by this Order, an appeal may be preferred to the
Securities Appellate Tribunal as per the provisions of Section-110 of the Insurance
Act, 1938.

U g / Deepak Sood ol pHR g1/ Rajay Kumar Sinha
™ (R-Sfa)) / Member (Non-Life) & (fa< @ f4d=T) / Member (F&I)

R / Place: %GQIQIG / Hyderabad
fa-i® / Dated: 23 SR, 2025 / 23 January, 2025
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