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THE INSURANCE ACT, 1938

[AS AMENDED BY INSURANCE (AMENDMENT) ACT, 2002]
[4 of 1938]

An Act to consolidate and amend the law relating to the businéssuvénce

Whereas it is expedient to consolidate and amend theelaing to the business of insurance; it is hereby

enacted as follows: -
PART |

Preliminary
Short title, extent and commencement.
1. (1)) This Act may be called Insuranget, 1938.
(2) It extends to the whole of India.
(3) It shall come into force on such dats the Central Government may, by Notification in the @iffic
Gazette, appoint in this behalf.

Definitions.
2.In this Act, unless there is anything repugnant in theestilgir context, -
(1) “actuary” means an actuary possessing stifualifications as may be specified by the
regulations made by the Autholfity
“[(1A) “Authority” means the Insurance Regulatory and Develapn#uthority established under sub-
section (1) of section 3 of the Insurance Regulatory and Dawelot Authority Act, 1999;]
(2) “policy-holder” includes a person to whom the whole of iffiterest of the policy-holder in the
policy is assigned once and for all, but does not incardassignee thereof whose interest in the
policy is defeasible or is for the time being subjecry condition;

(3) “approved securities,” means-

(i) Government securities and other securities charged onrethenue of the Central
Government or of th€&overnment of a State or guaranteed fully as regaidsipal and interest by
the Central Government or the Government of any State;

(ii) debentures or other securities fooney issued under the authority of any Central Act or
Act of a State Legislature by or on behalf of a porsttror municipal corporation or city
improvement trust in any Presidency-town;

(i) shares of a corporation established law and guaranteed fully by the Central
Government or the Government of a State as to themegaty of the principal and the payment of the
divided;

(iv) securities issued or guaranteed fullyeggmrds principal and interest by the Government
of any Part B State and specified as approved secufiiethe purposes of this Act by the Central
Government by notification in the Official Gazeted

(4) "Auditor" means a person qualified under the Chartered Accountantd 949 (38 of 1949), to
act as an auditor of companies ;



(4A) "banking company" and "company" shall have the meaniegpectively assigned in them in
clauses (c) and (d) of sub-section (1) of Section h@Banking Companies Act, 1949 (10 of 1949);

(5) "certified" in relation to any copy or translation @fdocument required to be furnished by or on
behalf of an insurer or a provident society as definedain M means certified by a principal officer of
6Esuch insurer or provident society to be a true copycorr@ct translation, as the case may be;

(5A) "chief agent” means a person who, not being a salaneidoyee of an insurer, in consideration of
any commission-

(i) performs any administrative and organising functiamgtie insurer, and

(ii) procures life insurance business for the insurgrelmploying or causing to be employed
insurance agents on behalf of the insurer;

[(5-B) "Controller of Insurance" means the officer appointethieyCentral Government under section
2B to exercise all the powers, discharge the functeoms performs the duties of the Authority under this
Act or the Life  Insurance Corporation Act, 1956 (31 of 195@he General Insurance Business
(Nationalisation) Act, 1972 (57 of 1972) or the Insurancgureory and Development Authority Act,
1999;]

(6) "Court" means the principal Civil Court of originafigdiction in a district and includes the
High Court in exercise of its ordinary original civil juristion;

(6A) "fire insurance business" means the business of effectherwise than  incidentally to
some other class of insurance business, contracts of insuagainst loss by or incidental to fire or other
occurrence customarily included among the risks insured agdpaifitst insurance Policies;

(6B) "general insurance business" means fire, marine swaltdneous insurance business, whether
carried on singly or in combination with one or more @fnth

@) "Government security" means a Government security asedein the Public Debt Act, 1944
(18 of 1944);

7(7A)  “Indian insurance company” means any insurer being a compan

(a) which is formed and registered under the Companies Act, (19561956);

(b) in which the aggregate holdings of equity shares by adgioreompany, either
by itself or through its subsidiary companies or its im@®s, do not exceed
twenty-six percent paid-up equity capital of such Indreurance company;

(c) whose sole purpose is to carry on life insurance businegsnaral insurance
business or re-insurance business.

Explanation-For the purpose of this clause, the expression “foreigrpaogi
shall have the meaning assigned to it under clause (23A)tafrs@cof the Income-tax Act, 1961 (43 of
1961);]

(8) "insurance company" means any insurer being a compasngiason or partnership which may be
wound up under the Indian Companies Act, 1913 (7 of 1913y, which the Indian Partnership Act, 1932
(9 of 1932), applies;

(8A) “insurance co-operative society” means any insurer being a catipe society,-

(a) which is registered on or after the commencemetiteoinsurance (Amendment) Act, 2002,
as a co-operative society under the Co- operative Soci&tgsl912 (2 of 1912) or under any other law for
the time being in force in any State relating to Co-operdligeieties or under the Multi-State Co-operative
Societies Act, 1984 (51 or 1984);

(b) having a minimum paid-up capital, (excluding the depaoequired to be made under
section 7), of rupees one hundred crores;

(c)in which no body corporate, whether incorporated or fatned or registered outside India,
either by itself or through its subsidiaries or nomineesarat time, holds more than twenty-six per cent of
the capital of such Co-operative Society;

(d) whose sole purpose is to carry on life insurance businegermegral insurance business in

India:



(9) "Insurer" means-
(a) any individual or unincorporated body of individuals or booyporate incorporated under the law

of any country other than India, carrying on insurance businesbeitg a person specified in sub-clause
(c) of this clause which-

(i) carries on that business in India, or
(i) has his or its principal place of business atdsiciled in India, or

(i) with the object of obtaining insurance business, emplogpeesentative, or maintains a place
of business, in India;

(b) any body corporate [not being a person specified irckuse (c) otthis clause] carrying on the
business of insurance, which is a body corporate incatpd under any law for the time being in
force in India; or stands to any such body corporatearreétation of a subsidiary company within
the meaning of the Indian Companies Act, 1913 (7 of 1918)edined by sub-sectiof2) of
section 2 of that Act, and

(c) any person who in India has a standing contract witterwriters who are members of the Society
of Lloyd's whereby such person is authoriséthin the terms of such contract to issue protection
notes, cover notes, or other documents granting insurangs ¢o others on behalf dhe
underwriters.

but does not include a principal agent' chief agent,iapagent' oraninsurance agent or a provident
society as defined in Part lll;

(100 ‘insurance agent" means an insurance agent licensed $eded42 who receives agrees to receive
payment by way of commission or other remuneration in coratida of his soliciting or procuring
insurance business including business relating to the continuamesyal or revival of policies of
insurance;

(10A)"investment company" means a company whose princifghéss is the
acquisition of shares, stocks debentures or stioarities;

(10B) “intermediary or insurance intermediary” shall have the meardsgigned to it in clause (f) of sub-
section 2 of the Insurance Regularoty and Development Authority 229 (41 of 1999)

(12) “life insurance business" means the business of effecontracts of insurance upon human life,
including any contract whereby the payment of money isradson death (except death by accident
only) or the happening of any

(12 "Manager" and "officer" have the meanings assignetidset expressions in clauses
(9) and (11), respectively of Section 2 of the Indiam@anies Act, 1913 (7 of
1913);

(13) "Managing agent" means a person, firm or company ettt the management of the whole affairs of
a company by virtue of an agreement with the compamy,uader the control and direction of the directors
except to the extent, if any, otherwise provided for in dgeeement, and includes any person, firm or
company occupying such position by whatever name called.

Explanation.— a person occupying the position of managing agent celiséif manager or managing
director, he shall nevertheless be regarded as managingfagthe purposes of Sec. 32 of this Act;

(13A)"marine insurance business" means the business of effedtinigcts of insurance
upon vessels of any description, including cargoes, fregtdsother interests which may be legally
insured, in or in relation to such vessels, cargoes agights, goods, wares, merchandise and
property of whatever description insured for any trangilabd or water, or both, and whether or not
including warehouse risks or similar risks in addition omaglental to such transit, and includes any
other risks customarily included among the risks insurechagi marine insurance policies;

(13B)"miscellaneous insurance business" means the busineffeafng contracts of
insurance which is not principally or wholly of any kindkimds included in clausé4), (11) and



(13A);
(14) "prescribed" means prescribed by rules made under thigAdt;

(15) "principal agent" means a person who, not being aiedlamployee of an insurer,
in consideration of any commission,—

(i) performs any administrative and organising functiomshe insurer; and

(i) procures general insurance business whether wholly pait by
employing or causing to be employed insurance agertiehalf of the

(16) "private company" and "public company" have the meanegectively assigned
to them in Clauses (13) and (13-A) of Sec. 2 of the In@iampanies Act, 1913 (7 of 1913);

(17) "special agent" means a person who, not being a satariptbyee of an insurer, in consideration of
any commission, procures life insurance business for theeinadrether wholly or in part by employing or
causing to be employed insurance agents on behalf of tir@inbut does not include a chief agent.

Interpretation of certain words and expressions

2A. Words and expression used and not defined in this Act but defirted Life Insurance Corporation
Act, 1956 (31 of 1956), the General Insurance Business (iéisation) Act, 1972 (57 or 1972), and
the Insurance Regulatory and Development Authority Act, E0@4l have the meanings respectively
assigned to them in those Acts.

Appointment of Authority of Insurance.

2B. [(1) If at any time, the Authority is superseded under sediion (1) of section19 of the Insurance
Regulatory and Development Authority Act, 1999, the Central Gwwvent may, by notification in
the Official Gazette, appoint a person to be the Controflémsurance till such time the Authority is
reconstituted under sub-section (3) of section 19 of that Ac
(2) In making any appointment under this section, the CentralrGment shall have due regard to
the following considerations, namely, whether the person toppeirted has had experience in
industrial, commercial or insurance matter and whether geidon has actuarial qualifications.

PART 11
PROVISIONS APPLICABLE TO INSURERS
Prohibition of transaction of insurance business by ceria persons.

2C. (1) Save as hereinafter provided, no person shall, afteothenencement of the
Insurance (Amendment) Act, 1950 (47 of 1950), begin to carrgmynclass of insurance business
in India and no insurer carrying on any class of insurdmnsiness in India shall after the expiry of
one year from such commencement, continue to carry on ahybsisiness unless he is-

(a) a public company, or

(b) a society registered under the Co-operative Societi€s1812 (2 of 1912), or under any other law
for the time being in force in any State relating tooperative societies, or

(c) a body corporate incorporated under the law of auyiry outside India not being of the nature of
a private company:

Provided that the Central Government may, by notification in the iafficGazette, exempt from the
operation of this section to such extent for such period anddubjsuch conditions as it may specify, any
person or insurer for the purpose of carrying on the bssioé granting superannuation allowances and
annuities of the nature specified in sub-claweof clause {1) of Section 2 or for the purpose of carrying
on any general insurance business:



Provided further that in the case of an insurer carrying on any gernemlrance business no such
notification shall be issued having effect for more thaee years at any one time:

Provided alsothat no insurer other than an Indian insurance company gt bo carry on any class of
insurance business in India under this Act on or aftecctmmencement of the Insurance Regulatory and
Development Authority Act, 1999.

(2) Every notification issued under subsection (1) shall loebefore Parliament as soon as may be after it is
issued.

(3) Notwithstanding anything contained in sub-section (1), an insurancpe@tive society may carry on
any class of insurance business in India under this Act oafter the commencement of the Insurance
(Amendment) Act, 2002

Insurers to be subject to this Act while liabilitiesremain unsatisfied

2D. Every insurer shall be subject to all the provisions of &gt in relation to any class of insurance
business so long as his liabilities in 3[India] in respedbudiness of that class remain unsatisfied or
not otherwise provided for.

This Act not to apply to certain insurers ceasing to enteinto new contracts before commencement of
Act

2E. The provisions of this Act shall not apply to an insa®defined in paragraphs (i) @) of sub-clause
(a) of clause (9) of Section 2 in relation to any claie insurance business whether such insurer hits
ceased, before the commencement of this Act, to enter igitneam contracts of that class of business.

Registration

3. (1) No person shall, after commencement of this Act, b&rmatry on any class of insurance business in
India and no insurer carrying on any class of insurancendss inindia shall,after the expiry ofthree
months from the commencement of this Act, continueatoycon any such business, unless he has obtained
from the Authority a certificate of registration for tparticular class of insurance business:

Provided that in case of an insurer who was carrying on any ad&@ssurance business in India at the
commencement of this Act, failure to obtain a cesifécof registration in accordance with the requirements
of this sub-clause shall not operate to invalidate any aointf insurance entered into by him if before such
date as may be fixed in this behalf by the Central Govenhimenotification in the official Gazette, he has
obtained that certificate:

Provided further that a person or insurer, as the case may be, cawoyiagy class of insurance business in
India, on or before the commencement of the Insurance &egyland Development Authority Act, 1999,
for which no registration certificate was necessary go®uch commencement, may continue to do so for a
period of three months from such commencement or, if ldentade an application for such registration
within the said period of three months, till the disposauchsapplication:

Provided alsothat any certificate of registration, obtained immeaiabefore the commencement of the
Insurance Regulatory and Development Authority Act, 1999] bleatleemed to have been obtained from
the Authority in accordance with the provisions of this Act

(2) Every application for registration shall be madsueh manner as may be determined by the regulations
made by the Authority and shall be accompanied by-

(a) acertified copy of the memorandum and articles of astoniawhere the applicant is a company and
incorporated under the Indian Companies Act, 1913 (7 #81%r under the Indian Companies Act,
1882 (6 of 1882), or under the Indian Companies Act, 1866 (10 &)186 under any Act repealed
thereby,] or, in the case of any other insurer spetifiesub-clausea) (ii) or sub-clauseb) of clause
(9) of section 2, a certified copy of the deed of partnergii of the deed of constitution of the
company, as the case may be, or, in the case of anrifsaviag his principal place of business or
domicile outside India, the document specified in Clga¥®f Section 63;



(b) the name, address and the occupation, if any, of thetalisewhere insurer is a company incorporated
under the Indian Companies Act, 1913 (7 of 1913), or utlterindian Companies Act, 1882 (6 of
1882), or under the Indian Companies Act, 1866 (10 of 186&)nader any Act repealed thereby, and in
the case of an insurer specified in sub-claayéi() of clause (9) of section 2 the names and addresses of
the proprietors and of the manager in India, and in any otisertbe full address of the principal office
of the insurer in India, and the names of the directors anchémager at such office and the name and
address of someone or more persmesdent in India, authorised to accept any notice requio be
served on the insurer;

(c) a statement of the class or classes of insufausieess done or tee done, and a
statement that the amount required to be deposited bysettor section 98 before application for
registration is made has been deposited together withtificede from the Reserve Bank of India
showing the amount deposited;

(d) where the provisions of section 6 or section 97 apply, ardéola verified by an affidavit made by the
principal officer of the insurer authorised in that beltladft the provisions of those sections as to paid-
up equity capital or working capital have been complied with;

(e) in the case of an insurer having his principal placeusfniess or domicile outside India, a statement
verified by an affidavit made by the principal officdrtibe insurer setting forth the requirements (if any)
not applicable to nationals of the country in which suchrisis constituted, incorporated or domiciled
which are imposed by the laws or practice of that counpgn Indian nationals as a condition of
carrying on insurance business in that country;

(f) a certified copy of the published prospectus, if,aand of the standard policy forms of the insurer and
statements of the assured rates, advantages, terms asidoosnto be offered in connection with
insurance policies together with a certificate in connaatiith life insurance business by an actuary that
such rates, advantages, terms and conditions are workab#oand:

Provided that in the case of marine accident and miscellanesusaince business other than workmen's
compensation and motor car insurance the above requiremegdsding prospectus, forms and
statements shall be complied with only insofar as the pctispeforms and statements may be available;
and

(9) the receipt showing payment of fee as may be deterrbyéue regulations which shall not exceed fifty
thousand rupees for each class of business as may be spegiffe regulations made by the Authority;

(h) such other documents as may be specified by the regndatiade by the Authority.

(2A) If, on receipt of an application for registration aaier making such inquiry as he deems fit, the
Controller is satisfied that—

(a) the financial condition and the general character ofagament of the applicant are sound,

(b) the volume of business likely to be available to, andctygtal structure and earning prospects of, the
applicant will be adequate;

(c) the interest of the general public will be servetthé certificate of registration is granted to the apptican
in respect of the class or classes of insurance busipes#ied in the application; and

(d) the applicant has complied with the provisions of Sectib@s 5, 31A and 32 and has fulfilled all the
requirements of this section applicable to him, the Authoniay register the applicant as an insurer and
grant him a certificate of registration.

(2AA) The Authority shall give preference to register thplewant and grant him a certificate of registration

if such applicant agrees, in the form and manner as maydgfied by the regulations made by the

Authority, to carry on the life insurance business or gdriesurance business for providing health cover to
individuals or group of individuals.

(2B) Where the Authority refuses registration; he shalbre the reasons for such decision and shall furnish
a copy thereof to the applicant.



(2C) Any person aggrieved by the decision of the Authoritysiag registration may, within thirty days
from the date on which a copy of the decision is reckbyehim, appeal to the Central Government.

(2D) The decision of the Central Government on such apgiedl be final and shall not be questioned
before any Court.

(3) Notwithstanding anything contained in sub-section (2A}he case of any insurer having his principal
place of business or domicile outside India, the Authoshall withhold registration or shall cancel a
registration already made, if he is satisfied thah@dountry in which such insurer has his principal place of
business or domicile Indian nationals are debarred byaiveot practice of the country relating to, or
applied to insurance from carrying on the business of insuran¢eatoany requirement imposed on such
insurer under the provisions of section 62 is not satisfied.

(4) The Authority shall cancel the registration of anunes either wholly or in so far as it relates to a
particular class of insurance business, as the caseenay b

(@) if the insurer fails to comply with the provisions of sectv or section 98 as to deposits, or

(aa) if the insurer fails, at any time, to comply the yisions of Sec. 64VA 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 an insoly or

(c) if the business or a class of the business of theeénfias been transferred to any person or has
been transferred to or amalgamated withtthginess of any other insurer, or

(d) if the whole of the deposit made in respect of insurdnsiness has been returned to the insurer
under Sec. 9, or

(e) if, in the case of an insurer specified in sub-clagg# ¢lause @) of section 2, the standing contract
referred to in that sub-clause is cancelled or is suggkadd continues to be suspended for a
period of six months, or

(ee)if the Central Government so directs under sub- secfipof(Sec. 33] and the Authority may cancel

the registration of an insurer-

(f) if the insurer makes default in complying with, or actcontravention of any requirement of this
Act or of any rule or any regulation or order made oy, direction issued there under, or

(9) if the Authority has reason to believe that any clapon the insurer arising in India under any policy
of insurance remains unpaid for three months after jiglgment in regular course of law, or

(h) if the insurer carries on any business other than insukargieess or any prescribed business , or

(i) if the insurer makes a default in complying with any dioecissued or order made, as the case may
be, by the Authority under the Insurance Regulatory and Dprednt Authority Act, 1999, or

(j) if the insurer makes a default in complying withaets in contravention of, any requirement of the
Companies Act, 1956 (1 of 1956), or the Life Insurance Catjmor Act, 1956 (31 of 1956), or the
General Insurance Business (Nationalisation) Act, 19720f51972), or the Foreign Exchange
Regulation Act, 1973 (46 of 1973).

(5) When the Authority withholds or cancels any registratinder sub-section (3) or clause (a), claas8,
clause €), clause(ee),clause f), clause ¢) or clauself) of sub-section (4), he shall give notice in writing to
the insurer of his decision, and the decision shall taleaéin such date as he may specify in that behalf in
the notice, such date not being less than one month nor marenthanonths from the date of the receipt of
the notice in the ordinary course of transmission.

(5A) When the Authority cancels any registration urdause(b), clause(c) or clause ) of sub-section (4)
the cancellation shall take effect on the date on which nofitke order of cancellation is served on the
insurer.

(5B) When a registration is cancelled the insurer shajlaftér the cancellation has taken effect, enter into
any new contracts of insurance, but all rights and ligsliin respect of contracts of insurance entered into
by him before such cancellation takes effect shalljestlto the provisions of sub-section (5D), continue as
if the cancellation had not taken place.

(5C) Where a registration is cancelled under cldaseclause (aa), clause (elause f), clause (g) or clause
(h) or clauseif or clausejj of sub-section (4), the Authority may at his discretionvwethe registration, if
the insurer within six months from the date on which the diatiom took effect makes the deposits required



by section 7 or Section 98, or complies with the provisidreation 64VA as to the excess of the value of
his assets over the amount of his liabilities or has hisdgtg contract restored or has had an application
under sub-section (4) of section 3A accepted, or satifeAuthority that no claim upon him such as is
referred to in clause (g) of sub-section (4) remains ghpathat he has complied with any requirement of
this Act or the Insurance Regulatory and Development AuthAxt, 1999 or of any rule or any regulation,
or order made there under or any direction issued undee thots that he has ceased to carry on any
business other than insurance business or any prescribedds)sis the case may be, and complies with any
directions which may be given to him by the Authority.

(5D) Where lithe registration of an insurance comparaigelled under sub-section (4), the Authority may,
after expiry of six months from the date on which the cant@iaook effect, apply to the Court for an order
to wind up the insurance company, or to wind up the affairs afdhmgany in respect of a class of insurance
business, unless the registration of the insurance commspeen revived under sub-section (5C) or an
application for winding up the company has been already megbéo the Court. The Court may proceed as
if an application under this sub-section were an application usaeisection (2) of section 53, or
sub-section (1) of Sec. 58, as the case may be.

(5E) The Authority may, by order, suspend or cancelragistration in such manner as may be determined
by the regulations made by it:

Provided that no order under this sub-section shall be made utilegzetson concerned has been given a
reasonable opportunity of being heard.

(6) [*]

(7) The Authority may, on payment of the prescribed fest, exceeding five rupees, issue a duplicate
certificate of registration to replace a certifichist, destroyed or mutilated, or in any other case wheris
of opinion that the issue of a duplicate certificatecsassary.

Renewal of registration

3A. (1) An insurer who has been granted a certificateegistration under section 3 shall have the
registration renewedinnually for each year after that ending on the 4[31st daiarch, after the
commencement of the Insurance Regulatory and DevelopmembrkytAct, 1999.

(2) An application for the renewal of a registrationdory year shall be made by the insurer to the Authority
before the 31st day of December of the precegaay, and shall be accompanied as provided in sub-section

(3) by evidence of payment of the fee as determined byetindations made by the Authority which may
vary according to the totgkoss premium written direct in India, during therypeeceding the yean which

the application is required to be made under this@edty the insurer in the class of insurance business to
which the registration relates shall not—

(i) exceed one-fourth of one per cent. of such premium incomepees five crores, whichever is less;
(i) be less, in any case, than five hundred rupees for eactotiassirance business:

Provided that in the case of an insurer carrying on solely rararxce business, the provisions of this
sub-section shall apply with the modification that iagtef the total gross premium written direct in India,
the total premiums in respect of facultative re-insuranaecepted by him in India shall be-taken into
account.

(3) The fee as determined by the regulations made by theoAytlior the renewal of a registration for any
year shallpe paid into the Reserve Bank of India, or where there wffice of thatBank, into the Imperial
Bank of India acting as the agent of that Bank, or arty Government treasury, and the receipt shall be sent
along with the application for renewal of the registration.

(4) If an insurer fails to apply for renewal of regigion before the date specified in sub-section (2) the
Authority may, so long as an application to the Court ursdérsection (5-D) of section 3 has not been
made, accept an application for renewal of the registran receipt from the insurer of the fee payable with
the application and such penalty, not exceeding theagedetermined by the regulations made by the
Authority, and payable by him, as the Authority may require



Provided that an appeal shall lie to the Central Government fiorarder passed by the Authority imposing
a penalty on the insurer

(5) The Authority shall, on fulfilment by the insuref the requirements of this section, renew the
registration and grant him a certificate of renewalegfistration.

Certification of soundness of terms of life insuranc®usiness

(3B) If, when considering an application for registration undetice@ or at any other time, it appears to
the Authority that the Assured rates, advantages, termscamditions offered or to be offered in
connection with life insurance businem® in any respect not workable or sound, he may requira that
statement thereof shall be submitted to an actuary ajggboby the insurer for thgurpose and approved
by the Authority, and may by order in writing furtheguére the insurer to make within such time as
may be specified in the order such modifications in the rsa@$, advantages, terms, or conditions, as
the case may be, as the said actuary may report to bssaeg¢o enable him teertify that the said
rates, advantages, terms and conditions are workableand.s

Minimum limits for annuities and other benefits securel by policies of life Insurance

4. (I)  Noinsurer, not being a Co-operative Life Insum@ Society to which Part IV of this Act applies,
shall pay or undertake to pay on any policy of life iasge issued after the commencement of the
Insurance (Amendment) Act, 1946 (6 of 1946), an annuity of hess one hundred rupees or a gross
sum of less than one thousand rupees, exclusive of @afiy pr bonus provided that this shall not
prevent an insurer from converting any policy into a pgidpolicy of any value or payment of
surrender value of any amount.

(2) Nothing contained in this section shall apply to aolcy of the description known as a group policy,
where the number of persons covered by the policy is notHasdifty or such smaller number as may
be approved byhe Authority and a standard form of the policy has bearifiedrin writing by the
Authority to be a policy of such description or to any policy uraléng to pay a gross sum of more
than five hundred rupees or an annuity of more thanriifpee, issued-

(a) by an insurer to any person in his permanent emplasuect of the life of that person, or

(b) under any scheme, approved by the Authority and congplyith such conditions, if any, as he
may think fit to impose, whereby premiums due from persemployed under any employer are
collected by or under the supervision of the employer,

or to any policy issued by a Mutual insurance CompanyhiciwPart [Vapplies and which the Authority
may by order in writing exempt from the provisions of teéstion, for so long as the company complies
with such conditions, if any, as may be prescribed.

Restriction on name of insurer

5. (I) An insurer shall not be registered by a name idahtigth that by which an insurer in existence is
already registered, or so nearly resembling that resme be calculated to deceive except when the insurer
in existence is in the course of being dissolved and signifieoh&ent to the Authority.

(2) If an insurer, through inadvertence or otherwise is witeaah consent as aforesaid registered by a name
identical with that by which an insurer already in exiseemhether previously registered or not is carrying
on business or so nearly resembling it as to be caldutateleceive, the first mentioned insurer shall, if
called upon to do so by the Authority on the application of geersd-mentioned insurer, change his name
within a time to be fixed by the Authority:

Provided that nothing in this section shall apply to any insurer @agrgn business before the 27th- day of
January, 1937, under the Indian Life Assurance Companies Act, 82f2912):

Provided further that in the application of this section to any ieswho begins to carry on insurance
business after the commencement of the Insurance (AmendA, 1946 (6 of 1946), the references to an
insurer in existence in sub-section (1) and this sub-sestail be construed as including references to a
provident society (as defined in Part Il in existencéether or not the society is in course of being
dissolved.



(3) No insurer other than a provident society as definecihlP, who begins to carry on insurance business
after the commencement of this Act, shall adopt asailsenand no such insurer carrying on business before
the commencement of this Act shall continue after the exybisyx months from theommencement thereof

to use as its name any combination of words which includesdre: "provident".

Requirements as to capital

6. No insurer carrying on the business of life insuranceegd insurance or re-insurance in India on or after
the commencement of the Insurance Regulatory and Develo@utmdrity Act, 199, shall be registered
unless he has,-

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

(i) a paid-up equity capital of rupees two hundred crores, ina@fageperson carrying on exclusively
the business as a reinsurer :

Provided that in determining the paid-up equity capital specified uetiuse i) or clausei{), the deposit
to be made under section 7 and any preliminary expenseseiddn the formation and registration of the
company shall be excluded:

Provided further that an insurer carrying on business of life insuraneeei@l insurance or re-insurance in
India before the commencement of the Insurance Regulatorierelopment Authority Act, 1999 and who
is required to be registered under this Act, shall rapaid-up equity capital in accordance with clauge (
and clauseii(), as the case may be, within sex months of the commamtef that Act.

Requirements as to capital structure and voting rights ad maintenance of registers of beneficial
owners of shares

6A. (1) No public company limited by shares having its registesffite in India, shall carry no life
insurance business, unless it satisfies all the follgwionditions, namely:

0 that the capital of the company consists only of radi shares each of which have a single face
value;

(i) that, except during any period not exceeding one year allowgldebcompany for payment of calls
on shares, the paid-up amount is the same for all sharethewkegisting or new:

Provided that the conditions specified in this sub-section shallapply to a public company which has,
before the commencement of the Insurance (Amendment)L860 (47 of 1950), issued any shares other
than ordinary shares each of which has a single face walany shares paid-up amount whereof is not the
same for all of them for a period of three years fronhsimmmencement.

(2) Notwithstanding anything to the contrary contained in @y for the time being in force or in the
memorandum or articles of association but subject totther provisions contained in this section the voting
right of every shareholder of any public company as afateswll in all cases be strictly proportionate to
the paid-up amount of the shares held by him.

(3) No public company as aforesaid which carries on lifararsce business shall, after the commencement
of the Insurance (Amendment) Act, 19807 of 1950), issue any shares other than ordinary slorie
nature specified in sub-section (1).

(4) A public company as aforesaid which carries on life insuransemess-

(a) shall maintain, in addition to the register of merskterbe maintained under the Indian Companies
Act, 1913 (7 of 1913~3 a register of shares in which shallnbered the name, occupation and
address of the beneficial owner of each share, and shaltpiorate therein any change of
beneficial owner declared to it within fourteen days fitbe receipt of such declaration;

(b) shall not register any transfer of its shares

(i) unless, in addition to compliance being made with theigians of section 34 of the Indian
Companies Act, 1913 (7 of 1913), the transferee furniateeclaration in the prescribed form
as to whether he proposes to hold the shares for his ovaiitbenas a nominee, whether
jointly or severally, on behalf of others and in thiéelacase giving the name, occupation and



address of the beneficial owner or owners, and thenexf the beneficial interest of each;

(ii) where, after the transfer, the total paid-up holding otridmesferee in the shares of the company
is likely to exceed five per cent. of its paid-up calpdr where the transferee is a banking or an
investment company, is likely to exceed two and a haltpat of such paid-up capital, unless
the previous[approval of the Authority] has been obtained to the tensf

(i)  where, the nominal value of the shares intended to beféraed by any individual, firm,
group, constituents of a group, or body corporate under the smmagement, jointly or
severally exceeds one per cent of the paid-up equityatabithe insurer, unless the previous
approval of the Authority has been obtained for the transfer

Explanation.- For the purposes of this sub-clause, the expressions “grang “same
management” shall have the same meanings respectivagpedso them in the Monopolies
and Restrictive Trade Practices Act, 1969 (54 of 1969);

(5) Every person who has any interest in any share ofmpaoy referred to in sub-section (4) which stands
in the name of another person in the register of membehe afompany, shall, within thirty days from
the commencement of the Insurance (Amendment) Act, 1950 (8B@y, lor from the date on which he
acquires such interest, whichever is later, make &agion in the prescribed form (which shall be
countersigned by the person in whose name the share i®redjgo the company declaring his interest
in such share, and notwithstanding anything contained inoéimgr law or in any contract to the
contrary, a person who fails to make a declaration agsdil in respect of any share shall be deemed
to have no right or title whatsoever in that share:

Provided that nothing in this sub-section shall affect the righ& gferson who has an interest in any such
share to establish in a court his right thereto, if thegre in whose name the share is registered, refuses to
countersign the declaration as required by this subesecti

Provided further that where any share, belonging to an individual wreorhade any such declaration as is
referred to in this sub-section, is held by a conyparits name in pursuance of any trust or for the purpose
of safe custody or collection or realization of dividersuch individual shall, notwithstanding anything
contained in the Indian Companies Act, 1913 (7 of 1913), or imgmaorandum or articles of association of
the company which has issued the share, be deemed to be dbe dfothe said share for the purpose of
exercising any voting rights under this section to thdusian of any other person.

(6) If the total paid-up holding of any person in the sharesadmpany referred to in sub-section (1) on the
commencement of the Insurance (Amendment) Act 1950 (495), exceeds two and a half per cent of its
paid-up capital where that person is a banking company orvastment company, or five per cent of its
paid-up capital in any other case, he shall not be entilexhy vote as a shareholder of the company in
respect of such excess holding of shares.

(7) Where the total paid-up holding of any person in titees of a company referred to sub-section (1) on
the date of the commencement of the Insurance (Amendmentl 30 (47 of 1950), exceeds five per cent
of its paid-up capital where that person is a banking compaay investment company, or ten per cent of
its paid-up capital in any other case, he shall dispbsee excess holding of shares within three years from
such commencement or such further period not exceeding twe geamay be allowed to him by the
Central Government.

(8) If, after the expiry of three years or of such furtheriod as may be allowed to any person under
sub-section (7), the total paid up holding of any such person hdeeotreduced to the limits specified in
that sub-section, any shares in excess of the limits figgbdin that sub-section shall vest in the
Administrator-General of the State in which the register&deobf the company concerned is situate and the
Administrator-General shall take such steps as may begaydsr taking charge of any property which has
so vested in him and shall dispose of the said shareshangtoceeds thereof in such manner as may be
prescribed.

(9) Subject to the other provisions contained in this sectionndtwithstanding anything contained in the
Indian Companies Act, 1913 (7 of 1913), or in the memorandurarticles of association of any such
company as is referred to in sub-section (1), no such comglaall refuse to register the transfer of any
shares where the transfer is for the purpose of secadngliance with the provisions of sub-sections (7)
and (8).

(10) The Central Government may, subject to such restricéisitsmay think fit to impose, exempt from the



operation of sub-sections (6), (7) and (8) any insuranc@aow in any case where the total paid-up holding
of such insurance company in the shares of any other ingucantpany exceeds the limits specified in the
said sub-sections, if the other insurance company istorie made a subsidiary company of the insurance
company.

(11) The provisions of this section, except those of sutiessc(7), (8) and (9), shall, on and from the
commencement of the Insurance (Amendment) Act, 1968, alply ap insurers carrying on general
insurance business subject to the following notificationsata-
@ that references in sub-sections (1), (3), (5) ahto(éhe Insurance (Amendment)

Act, 1950, (47 of 1950), shall be construed as referente timsurance (Amendment) Act, 1968; and
(ii) references in sub-section (10) to sub-sections (7) arshé)) be omitted.

Explanation-For the purposes of this section, the holding of a persdhe shares of a company shall be
deemed to include-

(i) the total paid-up holding in such shares held by such pergdba mame of others; and
(ii) if any shares of the company are held -

(a) by a public limited company, of which such person is a begrholding more than ten per
cent. of the paid-up capital, or

(b) by a private limited company, of which such personngember, or

(c) by a company, of which such person is a managing directorager, managing agent or in
which he has a controlling interest, or

(d) by a firm in which such person is a partner, or
(e) by such person jointly with others,

such part of the total paid-up holding of the companyiror br of the total joint holding in those
shares, as is proportionate to the contribution made by susbnpt the paid-up capital of the
company, the paid-up capital of the firm or the joint haidias the case may be.

Manner of divesting excess shareholding by promoter in ctin cases

6AA. (1) No promoter shall at any time hold more than twentypsixcent or such other percentage as may
be prescribed, of the paid-up equity capital in an Indiaarance company:

Provided that in a case where an Indian insurance company begimssheess of life insurance, general
insurance or re-insurance in which the promoters hold ithare twenty-six per cent of the paid-up equity
capital or such other excess percentage as may be pegsdhie promoters shall divest in a phased manner
the share capital in excess of the twenty-six per cettteopaid-up equity capital or such excess paid-up
equity capital as may be prescribed, after a period of éansyfrom the date of the commencement of the
said business by such Indian insurance company or with geriod as may be prescribed by the Central
Government.

Explanation.-For the removal of doubts, it is hereby declared thatingtcontained in the proviso shall
apply to the promoters being foreign company, referred tobrckauself) of clause TA) of section 2.

(2) The manner and procedure for divesting the excess shgital aander sub-section (1) shall be
specified by the regulations made by the Authority.

Provision for securing compliance with requirements relang to capital structure

6B.(1) For the purpose of enabling any public company aagryin life insurance business to bring its
capital structure into conformity with the requirementsextion 6A, an officer appointed in this behalf
by the Central Government may, notwithstanding anythingageed in the Indian Companies Act,
1913 (7 of 1913),—

(a) examine any scheme proposed for the purpose aforesaid diyetttors of the company:



Provided that—

(i) the scheme has been placed before a meeting afhtreholders for their opinion and has
been forwarded to the officer together with the opiniorhefshareholders thereon, and

(i) the scheme does not involve any diminution of libbility of the shareholders in respect of
unpaid-up share capital;

(b) invite objections and suggestions in respect of the schempeposed; and

(c) after considering such objections and suggestions tehieeng so proposed,
sanction it with such modifications as he may consi@éeessary or desirable.

(2) Any shareholder or other person aggrieved by the deciditime officer sanctioning a scheme under
sub-section (1) may, within ninety days of the date of therosanctioning the scheme, prefer an appeal to
the High Court within whose jurisdiction the registered offafethe insurer is situate for the purpose of
modifying or correcting any such scheme for the purppseied in sub-section (1).

(3) The decision of the High Court where an appeal has beerneeto it under sub-section (2), or of the
officer aforesaid where no such appeal has been prefshralibe final and binding on all the shareholders
and other persons concerned.

(4) The provisions of this section shall, on and from thernentement of the Insurance (Amendment) Act,
1968, also apply to insurers carrying on general insurbns@ess.

Conversion of company limited by shares into company limitethy guarantee

6C. (1) Where a public company limited by shares carryingnsurance business has passed a special
resolution for converting itself into a public company leitby guarantee, it may apply to the Central
Government with a scheme for putting the special resolutimneffect, including any provision for the
alteration of the memorandum or articles of associatisafar as it may be necessary for this purpose.

(2) If the Central Government, after giving such not@eany person concerned as it thinks fit, is satisfied-

(a) that the scheme makes suitable provision with respeheteepayment, conversion or liquidation
of the paid-up capital dhe company,

(b) that the consent of the creditors to the conversidheofompany limited by shares into a company
limited by guarantee has been obtained, or that suitable pravisaae been made for discharging,
determining or securing the debts or claims of such credéods,

(c) that the scheme is otherwise reasonable, it mayisaribe scheme and thereupon the scheme shall
become binding on the company and on all the persons concerned.

(3) Against the decision of the Central Government, samog a scheme under sub-section (2), any person
aggrieved thereby may, within ninety days of the date of ter sanctioning the scheme, prefer an appeal
to theHigh Court within whose jurisdiction the registered offi€éh® insurer is situate.

(4) The decision of the High Court where an appeal has beesrneetto it under sub-section (3) or of the
Central Government where no such appeal has been preféraidhesfinal and binding on all the persons
concerned.

(5) Where a scheme has been sanctioned under this sebBooprmpany shall file with the Registrar of
Companies a certified copy of the scheme as sanctioned,hangupon the provisions of the Indian
Companies Act, 1913 (7 of 1913), relating to companiesdifriity guarantee shall become applicable to the
company.

Deposits
7. (1) Every insurer shall, in respect of the insurance legsirtarried on by him in India, deposit and

keep deposited with the Reserve Bank of India in oneeobffices in India of the Bank for and on
behalf of the Central Government the amount hereafter feggkceither in cash or in approved



securities estimated at the market value of the sexzunh the day of deposit, or partly in cash and
partly in approved securities so estimated:-

(@ in the case of life insurance business, a sum equividemte per cent of his total gross premium
written direct in India in any financial year commencingeafthe 31 day of March, 2000, not
exceeding rupees ten crores;

(b) in the case of general insurance business, a sum equitalé¢hree per cent of his total gross
premium written in India, in any financial year commencifigrathe 3% day of March, 2000, not
exceeding rupees ten crores;

(c) in the case of re-insurance business, a sum of rupees tevergy

Provided that, where the business done or to be done is masueaimce only and relates exclusively to
country craft or its cargo or both, the amount to beodiéed under this sub-section shall be one hundred
thousand rupees only:

Provided further that in respect of an insurer not having a share capitataanging on only such insurance
business as in the opinion of the Central Government isarded on ordinarily by insurers under separate
policies, the Central Government may, by notification ur@ficial Gazette, order that the provisions of
this sub-section shall apply to such insurer with the fizadion that instead of sum ofipees twenty lakhs

or rupees ten lakhs, as the case may be, the deposit tadeeliy such insurer shall be such amount, being
not less than one hundred and fifty thousand rupees, as maycedpe the said order.

(2) Where the insurer is an insurer specified in sub-clé)saf clause 9) of Section 2, he shall be deemed
to have complied with the provisions of this sectioncedeposits, if in respect of insurance business carried
on by him in India under a standing contract of the natureresf to in sub-clause)( of clause 9) of
section 2 a deposit of an amount one-and-a-half timespkeified in sub-section (1) has been made in the
Reserve Bank of India in one of the offices in Indighe Bank for and on behalf of the Central Government
in cash or approved securities estimated at the market ofthe securities on the day of deposit by or on
behalf of the underwriters who are members of the Soaktyoyd's with whom he has his standing
contract.

(3) Where the deposit to be made by an insurer not carryirigsomance business in India immediately
before the commencement of the Insurance (Amendment)L868, a deposit of rupees ten lakhs shall be
made before the application for registration is made, l@grovision of clauseif of sub-section (1A) shall

apply to such insurer after his registration as theyyajmpan insurer specified in clause (a) of sub-section

).

(4) An insurer shall not be registered for any class@france business in addition to the class or classes for
which is already registered until the full deposit regdiunder sub-section (1) has been made.

(5) Where an insurer who intends to become a membergobup, does not carry on all the classes of
insurance business carried on by the other insurerscin group, or, where out of the several insurers who
desire to form themselves into a group, any insurer doesampt on all the classes of insurance business
carried on by the other insurers who desire to form teérmas into the group, such insurer may be registered
for that class or those classes of insurance businkish vs or are carried on by the other insurers of the
group or the proposed group, as the case may be, and armeepplication for registration is made by any
such insurer, the Authority may, notwithstanding anything éoetain sub-section (2A) of Section 3 or
sub-section (4), register such insurer for one or more additidasses of insurance, if the following
conditions are fulfilled, namely:-

(a) the Authority is satisfied that registration for theomosed one or more additional classes of
insurance-business would qualify the insurer to become nushbegroup;

(b) agreements have been executed by all the insurers gndabp or proposed group, as the case may be,
and such agreements in the opinion of the Authority, sattiefyrequirements of théxplanationto sub-
section (1B); and



(c) the insurer has, after the commencement of thednsa (Amendment) Act, 1968, made deposit of a
sum not less than the total of all the instalments pbsi¢ which he would have been required to make
after such commencement till the date of his becomimgember of the group, had he been a member of
the group from such commencement.

(6) The Authority shall cancel the registration made inyamse of the provisions of sub-section (5), if the

insurer referred to therein fails to become, within agaeof three months from the date of such registration'
a member of the group or proposed group, as the case mandyewleere such registration has been

cancelled, the provisions of this Act shall apply to the insasdaf he had not been registered for the class or
classes of insurance business in relation to whichelistration has been cancelled.

(7) Securities already deposited with the Controller of €y in compliance with the Indian Life
Assurance Companies Act, 1912 (6 of 1912), shall be traadféy him to the Reserve Bank of India and
shall, to the extent of their market value as atdhie of the commencement of this Act, be deemed to be
deposited under this Act, as the instalment or as patisfinstalment to be made under the foregoing
provisions of this section before the application for redisinas made whether any such application is or is
not in fact made.

(8) A deposit made in cash shall be held by the Reserak 8alndia to the credit of the insurer and shall
except to the extent, if any, to which the cash has beessted in securities under sub-section (9A), be
returnable to the insurer in cash in any case in whichrutmgeprovisions of this Act a deposit is to be
returned; and any interest accruing due and collected aurittes deposited under sub-section (1) or
sub-section (2) shall be paid to the insurer, subject antletluction of the normal commission chargeable
for the realization of interest.

(9) The insurer may at any time replace any secuidigosited by him under this section with the Reserve
Bank of India either by cash or by other approved secuntigmrtly by cash and partly by other approved
securities, provided that such cash, or the value of such afipeoved securities estimated at the market
rates prevailing at the time of replacement, or sush tagether with such value, as the case may be, is not
less than the value of the securities replaced estimatéluke anarket rates prevailing when they were
deposited.

(9A) The Reserve Bank of India shall, if so requestethbyinsurer,—

(a) sell any securities depositegl him with the Bank under this section and hold the ceslizes by
such sale as deposit, or

(b) invest in approved securities specified by the instmemhole or any part of a deposit held by it in
cash or the whole or any part of cash received by thersale of or on the maturing of securities
deposited by the insurer, and hold the securities in whichtmees is so made aeposit.

and may charge the normal commission on such sale or onnsgstment.
(9B) where sub-section (9A) applies -

(a) if the cash realized by the sale of or on the maturirtetecurities (excluding in the former case
the interest accrued) falls short of the market value securities at the date on which they were
deposited with the Bank, the insurer shall make good theietgic by a further deposit either in
cash or in approved securities estimated at the maaka¢ wf the securities, on the day on which
they are deposited, or partly in cash and partly in approvedites so estimated, within a period
of two months from the date on which the securities maturedece sold or where the securities
matured or were sold before the 21st day of March, 1948inndt period of four months from the
commencement of the Insurance (Amendment) Act, 1940f(2040); and unless he does so the
insurer shall be deemed to have failed to comply whig tequirements of this section as to
deposits; and

(b) if the cash realized by the sale of or on the maguointhesecurities (excluding in the former case
the interest accrued) exceeds tharket value of the securities at the date on which theng w
deposited with the Bank, the Central Government may, #fgadithat the full amount required to
be deposited under sub-section (1) is in deposit, diredR#serve Bank to return the excess.

(10) If any part of a deposit made under this sectionesl irs the discharge of any liability of the insurer,



the insurer shall deposit such additional sum in cash ooepgrsecurities estimated at the market value of
the securities on the day of deposit, or partly in cash anidygn such securities, as will make up the

amount so used. The insurer shall be deemed to have faitexiply with the requirements of sub-section

(1), unless the deficiency is supplied within a period of two hfitom the date when the deposit or any
part thereof is so used for discharge of liabilities.

Reservation of deposits

8. (1) Any deposit made under section 7 or section 9B lsh@leemed to be part of the assets of the insurer
but shall not be susceptible of any assignment or chargeshadlrit be available for the discharge of any
liability of the insurer other than liabilities arising odtpmlicies of insurance issued by the insurer so long
as any such liabilities remain undischarged; nor shak itiable to attachment in execution of any decree
except a decree obtained by a policy-holder of the insanesspect of a debt due upon a policy which debt
the policy-holder has failed to realise in any other way.

(2) Where a deposit is made in respect of life insurandedsssthe deposit made in respect thereof shall not
be available for discharge of any liability of the iresuother than liabilities arising out of policies ofelif
insurance issued by the insurer.

Refund of deposit

9. Where an insurer has ceased to carry on in India alledasfsinsurance business, and his liabilities in
India in respect of all classes of insurance busihesge been satisfied or are otherwise provided for, the
court may, on the application of the insurer, order the retuthe insurer of the deposit made by him under
this Act.

Separation of accounts and funds

10. (1) Where the insurer carries on business of more tran of the following classes, namely, life
insurance, fire insurance, marine insurance or miscellenssurance, he shall keep a separate account of
all receipts and payments in respect of each such classusinces business and where the insurer carries
on business of miscellaneous insurance whether alone or junctan with business of another class, he
shall, unless the Authority waives this requirement iiting, keep a separate account of all receipts and
payments in respect of each of such sub-classes oélfaiseous insurance business as may be prescribed in
this behalf:

Provided that no sub-class of miscellaneous insurance businesdshaiescribed under this sub-section if
the insurance business comprised in the sub-clause congisucdnce contracts which are terminable by
the insurer at intervals not exceeding twelve montlistemer which, if a claim arises, the insurer's liability
to pay benefit ceases within one year of the date on whéchlaim arose.

(2) Where the insurer carries on the business of life insuralhceceipts due in respect of such business,
shall be carried to and shall form a separate tuna talled the life insurance fund the assets of which shall,
after the expiry of six months from the commencement of theranse (Amendment) Act, 1946 (6 of
1946), be kept distinct and separate from all other ask#te msurer and the deposit made by the insurer in
respect of life insurance business shall be deemed to befphe assets of such fund; and every insurer
shall, within the time limited in sub-section (1)sgfction 15 in regard to the furnishing of the statements and
accounts referred to in section 11, furnish to the Autharijatement showing in detail such assets as at the
close of every calendar year duly certified by an auditdyy a person qualified to audit under the law of the
insurer's country:

Provided that such statement shall, in the case of an insusghaoon section 11 applies, be set out as a part
of the balance-sheet mentioned in clause (a) of sub-set)iaf that section:

Provided further that an insurer may show in such statement all thesasskt in his life department, but at
the same time showing any deductions on account of general resewvesther liabilities of that
department:

Provided alsothat the Authority may call for a statement similagbrtified of such assets as at any other
date specified by him to be furnished within a period oéghmonths from the date with reference to which
the statement is called for



(2A) No insurer carrying on life insurance business shalebtitled to be registered for any class of
insurance business in addition to the class or classeshich he has been already registered unless the
Authority is satisfied that the assets of the life ineoeafund of the insurer are adequate to meehisll
liabilities on policies of life insurance maturing foayment.

(3) The life insurance fund shall be as absolutely the ggaifrthe life policy-holders as though it belonged
to an insurer carrying on no other business than life inserdusiness and shall not be liable for any
contracts of the insurer for which it would not have béslnid had the business of the insurer been only that
of life insurance and shall not be applied directly or indiyefor any purposes other than those of the life
insurance business of the insurer.

Accounts and balance-sheet

11. (1) Every insurer, in the case of an insggcified in sub-clause)( (i) or sub-clausebj of clause 9)

of section 2 in respect of all insurance business tragdnt him, and in the case of any other insurer in
respect of the insurance business transacted by himdia, Ishall at the expiration of each financial year
prepare with reference to that year,—

(a) in accordance with regulations contained in part | ofFingt Schedule, a balance-sheet in the form
set forth in Part Il of that Schedule;

(b) in accordance with the regulations contained in part lhef$econd Schedule, a profit and loss
account in the forms set forth in Part Il of that Stille, except where the insurer carries on
business of one class only of the following classes, haiife insurance, fire insurance or marine
insurance and no other business;

(c) in respect of each class or sub-class of insurbmsmess for which he is required under sub-section
(1) of section 10 to keep a separate account of recaipdspayments, a revenue account in
accordance with the Regulations, and in the form or $orset forth in the Third Schedule
applicable to that class or sub-class of insurance bssines

(1A) Notwithstanding anything contained in sub-section €4gry insurer, on or after the commencement of
the Insurance Regulatory and Development Authority Act, 189&spect of insurance business transacted
by him and in respect of his shareholders’ funds, shall, axpigation of each financial year, prepare with
reference to that year, a balance-sheet, a profit ancdtmount, a separate account of receipts and payments,
a revenue account in accordance with the regulations made Bytiherity.

(1B) Every insurer shall keep separate accounts relatifumtts of shareholders and policy-holders.

(2) Unless the insurer is a company, as defined in cl@®)sef sub-section (1) of Section 2 of the Indian
Companies Act, 1913 (7 of 1913), the accounts and statementgdetie in sub-section (1) shall be signed
by the insurer, or in the case of a company by the chairif any, and two directors and the principal
officer of the company, or in the case of a firm by tpartners of the firm, and shall be accompanied by a
statement containing the names, descriptions and occupaticarsdatfhe directorships held by, the persons
in charge of the management of business during the period to aidntbhaccounts and statements refer and
by a report on the affairs of the business duringpkabd.

(3) Where an insurer carrying on the business of insurantiee commencement of this Act has prepared
the balance-sheet and accounts required by the Indian Lsigr@&se Companies Act, 1912 (6 of 1912), or
has based his accounts upon the financial and not the calendahgegaovisions of this section shall, if the
Central Government so directs in any case, apply until thiedadsof December, 1939, as if in sub-section
(1) references to the calendar year were references fm#ncial year.

Audit

12. The balance-sheet, profit and loss account, revenue aegaliptofit and loss appropriation account of
every insurer, in the case of an insurer specified irctaise(a)(ii) or sub-clauséb) of clause(9) of section

2 in respect of all insurance business transacted byamichin the case of any other insurer in respect of the
insurance business transacted by him in India, shall, sunhesy are subject to audit under the Indian
Companies Act, 1913 (7 of 1913), be audited annually by an aualitdrthe auditor shall in the audit of all
such accounts have the powers of, exercise the functions westedlidischarge the duties and be subject to
the liabilities and penalties imposed on, auditors of compéyiegction 145 of the Indian Companies Act,



1913.

Actuarial report and abstract

13.(1) Every insurer carrying on lifmsurance business shall, in respect of the life-insurdnsiness
transacted by him in India, and also in the case of an inspeeified in sub-claus&)((ii) or sub-clausebj

of clause 9) of section 2 in respect of all life insurance busirteassacted by him, every year cause an
investigation to be made by an actuary into the finaremabition of the life insurance business carried on
by him, including a valuation of his liabilities in respéegreto and shall cause an abstract of the report of
such actuary to be made in accordance with the reguationtained in Part | of the Fourth Schedule and in
conformity with the requirements of Part Il of thath8dule:

Provided that the Authority may, having regard to the circumstamegsparticular insurer, allow him to
have the investigation made as at a date not later tharyaars from the date as at which the previous
investigation was made:

Provided further that for an insurer carrying on life insurance businessdia at the commencement of the
Insurance (Amendment) Act, 1950 (47 of 1950), the last asatat which the first investigation afteunch
commencement should be caused to be made by an actuaryeshall b

(a) the 31st day of December, 1950, or the date of expiratifimeofiears from the date at which the
last investigation was made by an actuary before sucimeoeement, whichever is earlier, where
the said last investigation was at a date-

(i) before the 31st day of December, 1946, but not more manyéees before such
commencement, or

(ii) after the 30th day of December, 1946, but before the 31st dagceiniber, 1947, and had
disclosed a deficit in the life insurance fund;

(b) the 31st day of December, 1951, where the last ige¢isin by an actuary before such
commencement was at a date-

(i) after the 30th day of December, 1946, but before the 2ysbfdDecember, 1947, and did
not disclose a deficit in the life insurance fund; or
(ii) after the 30th day of December, 1947, but before thedzlysvf December, 1948;

(c) the 31st day of December, 1952, where the last invastigdty an actuary before such
commencement was as at any date after the 30th daycefriber, 1948, but before the 1st day of
January, 1950:

Provided also that for an insurer carrying on life insurance business imalimdimediately before the
commencement of the Insurance Regulatory and Developmentriythot, 1999, the last date as at which
the first investigation after such commencement should bsedaby an actuary, shall be the'3fay of
March, 2001:

Provided alsothat, in the case of an insurer who has not caused estigation to be made by an actuary as
at any date prior to such commencement, the date of commentefilife insurance business in India shall,
for the purpose of the preceding proviso, be deemed to beéateeas at which the last investigation was
made by an actuary before sitmmencement and such investigation shall be deemed to isalesed no
deficit in the life insurance fund:

Provided also that every insurer on or after the commencement of the dnser Regulatory and
Development Authority Act, 1999, shall cause an abstrathe report of the actuary to be made in the
manner specified by the regulations made by the Authority.

(2) The provisions of sub-section (1) regarding the making afbatract shall apply whenever at any other
time an investigation into the financial condition of the mesus made with a view to the distribution of
profits or an investigation is made of which the resalesmade public.



(3) There shall be appended to every such abstract as igedeferin sub-section (1) or sub-section (2) a
certificate signed by the principal officer of the ingutieat full and accurate particulars of every policy
under which there is a liability either actual or cogént have been furnished to the actuary for the purpose
of the investigation.

(4) There shall be appended to every such abstract anstatein conformity with their requirements of a
Part 1l of the Fifth Schedule and prepared in accordante tive regulations contained in Part | of that
Schedule, of the life insurance business in force at ttgetdavhich the accounts of the insurer are made up
for the purposes of such abstract:

Provided that, if the investigation referred to in sub-sectidsafnd (2) is made annually by any insurer, the
statement need not be appended every year but shall be appétesed once in every three years:

Provided further that the statement referred to in sub-section (4) shall bendegen the form and in the
manner specified by the regulations made by the Authority

(5) Where an investigation into the financial conditions ofirerurer is made as at a datther than the
expiration of the year of account, the accounts for the geaiice the expiration of the last year of account
and the balance sheet atsthe date at which the investigation is made shall be prepactdudited in the
manner provided by this Act.

(6) The provisions of this section relating to the lifeur@gce business shall apply also to any such sub-class
of insurance business included in the class "Miscellaménsurance” as may be prescribed under sub-
section (1) of section 10; and the Authority may authorize suolifitations and variations of the
regulations contained in Part | of the Fourth and Fifth 8ales and of the requirements of Part Il of those
Schedules as may be necessary to facilitate theircagipl to any such sub-class of insurance business:

Provided that, if the Authority is satisfied that the number amtbant of the transactions carried out by an
insurer in any such sub-class of insurance business @nati as to render periodic investigation and
valuation unnecessary, he may exempt that insurer from thatigpmeof this sub-section in respect of that
sub-class of insurance business.

Register of policies and register of claims

14. Every insurer, in the case of an insurer specified inctasse &)(ii) or sub-clauseb) of clause 9) of
section 2 in respect of all business transacted by hichjrathe case of any other insurer in respect of the
insurance business transacted by him in India, shattaia-
(@) a register or record of policies, in which shalldéntered, in respect of every policy issued by the
insurer, the name and address of the policy-holder, the dea the policy was effected and a
record of any transfer, assignment or nomination of whietirtsurer has notice, and

(b) aregister or record of claims, in which shalelpéered every clairmade together with the date of
the claim, the name and address of the claimant and therdeteich the claim was discharged, or,
in the case of a claim which is rejected, the datejettien and the grounds there for.

Submission of retunes

15. (1) The audited accounts and statements referred tatiorsd 1or sub-section (5) of section 13 and the
abstract and statement referred to in section 13 shaliitied, and four copies thereof shall be furnished as
returns to the Authority within six months from the end offiegod to which they refer:

Provided that the said period of six months shall in the case airénshaving their principal place of
business or domicile outside India and in the case ofénswaonstituted, incorporated or domiciled in India
but also carrying on business outside India be extended by threesmanth provided further that the
Central Government may in any case extend the time alld@yehis sub-section for the furnishing of such
returns by a further period not exceeding three months.

(2) Of the four copies so furnished one shall be signed in & afaa company by the chairman and two
directors and by the principle officers of the compamg, if the company has a managing director or
managing agent, by that director or managing agent, in #geafa firm, by two partners of the firm, and, in



the case of an insurer being an individual, by the Insuneséif and one shall be signed by the auditor who
made the audit or the actuary who made the valuation, asiseemay be.

(3) Where the insurer's principal place of business or domiilutsidelndia, he shall forward to the
Authority, along with the documents referred to in seclibnthe balance-sheet, profit and loss account and
revenue account and the valuation reports and valuatiterrsats, if any, which the insurer is required to
file with the public authority of the country in whichetinsurer is constituted, incorporated or domiciled, or,
where such documents are not required to be filed, tifiegrstatement showing the total assets and
liabilities of the insurer at the close of the periayered by the said documents and his total income and
expenditure during that period.

Returns by insurers established outside India.

16. (1) Where, by the law of the country in which an insunet, being an insurer specified in sub-clause
(a)(ii) or sub-clauseb) of clause 9) of section 2, is constituted, incorporated or domiciled,itlearer is
required to prepare and to furnish to a public authority dfdbantry documents of substantially the same
nature as the documents required to be furnished asgatuatccordance with provisions of section 15, the
provisions of sub-section (2) of this section shall applguch insurer in lieu of the provisions of sections
11, 12, 13 and 15.

(2) The insurer shall, within the time specified in suttisa (1) of Section 15, furnish to the Authority four
certified copies in the English language of every balaheets account, abstract, report and statement
supplied to the public authority referred to in sub-sectionoflthis section, and in addition thereto, four
certified copies in the English language of each of the fatigwtatements, namely:-

(@) a statement audited by an auditor or by a person dullfigdaunder the law of the insurer's
country showing the assets held by insurer in India as at theflany balance-sheet so furnished;

(b) for each class or sub-class of insurance busimesstfich he is required under sub-section (1) of
section 10 to keep a separate account of receipts and paymeetgnue account for the period
covered by any account so furnished, prepared in accordaticéhes regulations, and in the form
or forms, set forth in the Third Schedule applicable to theds or subclass of insurance business
and similarly audited, showing separately with respebusiness transacted by the insurer in India
the details required to be supplied in a revenue accounisfiech under this clause of this
subsection;

(c) a separate abstract of the valuation report in regpedt business transacted in India in each class
or sub-class of insurance business to which section 13 refepgred in the manner required by
that section; and

(d) a declaration in the prescribed form stating that albants received by the insurer directly or
indirectly whether from his head office or from any otbeurce outside India have been shown in
the revenue account except such sums as properly appertaénctapital account.

Exemption from certain provisions of the Indian Companies At, 1913

17.Where an insurer, being a company incorporated under the Indiana@@®@\ct, 1913 (7 of 1913), or
under the Indian Companies Act, 1882 (6 of 1882), or uthdedian Companies Acts, 1866 (10 of 1866),
or under any Act repealed thereby, in any year furnibiebalance-sheet and accounts, in accordance with
the provisions of section 15, he may at the same time teetite Registrar of Companies copies of such
balance-sheet and accounts; and where such copies are goshalitriot be necessary for the Company to
file copies of the balance-sheet and accounts with the tRerges required by sub-section (1) of section 134
of the first mentioned Act and such copies so sent shalh&eeable with the same fees and shall be dealt
within all respects as if they were filed in accordawié that section.

This Act not to apply to preparation of account, etc., for pgods prior to this Act coming into force.

17 A. Nothing in this Act shall apply to the preparation of accountsan insurer and the audit and
submission thereof in respect of any accounting year wiashexpired prior to the commencement of this
Act, and notwithstanding the other provisions of this Atich accounts shall be prepared, audited and
submitted in accordance with the law in force immtsdjabefore the commencement of this Act.



Furnishing reports

18. Every insurer shall furnish to the Authority a certified ¢ab every report on the affairs of the concern
which is submitted to the members or policy-holders of tkarar immediately after its submission to the
members or policy-holders, as the case may be.

Abstract of proceedings of general meetings

19. Every insurer, being a company or body incorporated underaanfol the time being in force in India,
shall furnish to the Authority a certified copy of the otes of the proceedings of every general meeting, as
entered in the Minutes Book of the insurer within thirty dapsnfithe holding of the meeting to which it
relates.

Custody and inspection of documents and supply of copies

20. (1) Every return furnished to the Authority or certifieopy thereof shall bkept by the Authority and
shall be open to inspection; and any person may procure aotapy such return, or of any part thereof, on
payment of a fee of six annas for every hundred wordsactidnal part thereof required to be copied, any
five figures being deemed equivalent to one word.

(2) A printed or certified copy of the accounts, statesemtd abstradiurnished in accordance with the
provisions of section 15 or section 16 shall, on the applicai@any shareholder or policy-holder made at
any time within two years from the date on which the documas so furnished, be supplied to him by the
insurer within fourteen days when the insurer is constiuteorporated or domiciled in India and in any
other case within one month of such application.

(3) A copy of the memorandum and articles of associatibithe insurer, if a company shall on the
application of any policy-holder, be supplied to him hg tnsurer on payment of one rupee.

Powers of Controller regarding returns

21. (1) If it appears to théuthority that any return furnished to him under the prawisiof this Act is
inaccurate or defective in any respect, he may—

(8 require from the insurer such further informationtiied if he so directs by an auditor or actuary,
as he may consider necessary to correct or supplementetumaty

(b)  call upon the insurer to submit for his examination afptiiecipal place of business of the insurer
in India any book of account, register or other documeid supply any statement which he may
specify in a notice served on the insurer for the purpose;

(c) examine any officer of the insurer oath in relation to the return;

(d) decline to accept any such return unless the inacctwayeen corrected or the deficiency has
been supplied before the expiry of om@nth from the date on which the requisition asking for
correction of the inaccuracy or supply of the deficiem@s delivered to the insurer or sfich
further time as the Authority may specify in the requisitand if he declines to accept any such
return, the insurer shall be deemed to have failed to cowifiythe provisions of section 15 or
section 16 or section 28 or section 28A or section 28Baitose64V relating to the furnishing of
returns.

(2) The Court may on the application of an insurer and héaring the Authority cancel any order made by
the Authority under claused), (b) or(c) of sub-section (1) or may direct the acceptancengfraturn which
the Authority has declined to accept, if the insurer satighe Court that action of the Authority was in the
circumstances unreasonable:

Provided that no application under this subsection shall be emtedaunless it is made before the
expiration of four months from the time when the Authority miésgeorder or declined to accept the return.



Powers of Authority to order revaluation

22. (1) If it appears to the Authority that an investigatior valuation to which section 13 refers or an

abstract of a valuation report furnished under claggef(sub-section (2) of section 16 does not properly
indicate the condition of the affairs of the insurer by oeasf the faulty basis adopted in the valuation, he
may, after giving notice to the insurer and giving him an dppdy to be heard, cause an investigation and
valuation alas at such date as the Authority may specityet made at the expense of the insurer by an
actuary appointed by the insurer for this purpose and apphyveee Authority and the insurer shall place at

the disposal of the Actuary so appoiniadd approved all the material required by the Actuary fer th

purposes of the investigation and valuatigithin such period, not being less than three months, @s th
Authority may specify.

(2) The provisions of subsections (1) and (4) of secti®nand of sub-sections (1) and (2) of section 15 or,
as the case may be, of sub-section (2) of section &8,sgply in relation to an investigation and valuation
under this section:

Provided that the abstract and statement prepared as the resuitlofinvestigation and valuation shall be
furnished by such date as the Authority may specify.

Evidence of documents

23. (1) Every return furnished to the Authority which has beerifigattby the Authority to be a return so
furnished, shall be deemed to be a return so furnished.

(2) Every document, purporting to be certified by the Authddtipe a copy of a return so furnished, shall be
deemed to be a copy of that return and shall be receiveddence as if it were the original return, unless
some variation between it and the original return is gdov

Summary of returns to be published

24.[Repealed by the Insurance (Amendméunt) 1941 ]

Returns to be published in statutory forms

25. No insurer shall publish in India any return in a form otiran that in which it has been furnished to
the Authority.

Provided that nothing contained in this section shall prevent an in$tme publishing a true and accurate
abstract from such returns for the purposes of publicity.

Alterations in the particulars furnished with application for registration to be reported.

26. Whenever any alteration occurs or is made which affegff the matters which are required under the
provisions of sub-section (2) of section 3 to accompany alicafion by an insurer for registration, the
insurer shall forthwith furnish to the Authority full piiulars of such alteration. All such particulars shell
authenticated in the manner required by that sub-sectidhdauthentication of the matters therein referred
to, and where the alteration affects the assured rateantages, terms and conditions offered in connection
with life insurance policies, the actuarial certificagferred to in clausef)( of the said sub-section shall
accompany the particulars of the alteration.

Investment, Loans and Management
Investment of assets
27.(1) Every insurer shall invest and at all times keepsteeassets equivalent to not less than the sum of-

(@ the amount of his liabilities to holders of life imance policies in India on account of matured
claims, and

(b) the amount required to meet the liability on po$ici¢ life insurance maturing for payment in
India,



less-
(i) the amount of premiums which have fallen due to the insuresuch policies but have not been

paid and the days of grace for payment of which hatvexpired, and

(i) any amount due to the insurer for loans granted on amdhwifiie surrender values of policies of
life insurance maturing for payment in India issued by hirbyoan insurer whose business he
has acquired and in respect of which he has assumddyiabi

in the manner following, namely, twenty-five per cent of $éd sum in Government securities, a further
sum equal to not less than twenty-five per cent of the saidrs@overnment securities or other approved
securities and the balance in any of the approved investnpuiied in sub-section (1) of section 27A or,

subject to the limitations, conditions and restrictions i§jgelcin sub-section (2) of that section, in any over
investment.

(2) For the purposes of subsection (1),—

(a) the amount of any deposit made under section 7 ¢iose28 by the insurer in respect of his life
insurance business shall be deemed to be assets invekggd imvested Government securities;

(b) the securities of, or guaranteed as to principal areteisit by, the Government of the United
Kingdom shall be regarded as approved securities other thamr@&wg securities for a period of
four years from the commencement of the Insurance (AmemjirAet, 1950 (47 of 1950), in the
manner and to the extent hereinafter specified, namely:—

(i) during the first year, to the extent of twenty-fiver pent in value of the sum referred to in sub-
section (1);

(ii) during the second year, to the extent of eighteen and fhueths per cent in value of the said
sum;

(i) during the third year, to the extent of twelve and a haltpet in value of the said sum; and

iv) during the fourth year, to the extent of six and a quagtecent in value of the said sum:

Provided that, if the Authority so directs in any case, Hezurities specified in clause)(shall be
regarded as approved securities other than Government sectoitia longer period than four years,
but not exceeding six years in all and the manner in which and & éxtwhich the securities shall be
so regarded shall be as specified in the direction;

(c) any prescribed assets shall, subject to such comgliif any, as may be prescribed, be deemed to
be assets invested or kept invested in approved investnpemigied in sub-section (1) of section
27A.

(3) In computing the assets referred to in subsection (1),—

(&) any investment made with reference to any currency ahizer the Indian rupee which is in
excess of the amount required to meet the liabilitigh@insurer in India with reference to that
currency, to the extent of such excess; and

(b) any investment made in the purchase of any immoveable prop#iside India or on the
security of any such property,

shall not be taken into account:
Provided that nothing contained in this sub-section shall affeetoperation of sub-section (2):

Provided further that the Authority may, either generally or any particular case, direct that any
investment, whether made before or aftexr commencement of the Insurance (Amendment) Act, 1950 (47
of 1950), and whether made in or outside India, shall, subjestich conditions as may be imposed, be
taken into account, in such manner as may be specifiemhiputing the assets referred to in sub-section (1)
and where any direction has been issued under this promses thereof shall be laid before Parliament as
soon as may be after it is issued.

(4) Where an insurer has accepted reassurance in re$@euot policies of life insurance issued by another
insurer and maturing for payment in India or has ceded reassu@aaother insurer in respect of any such
policies issued by himself, the sum referred to in sutimse (1) shall be increased by the amount of the
liability involved in such acceptance and decreased by tleiatnof the liability involved in such cession.



(5) The Government securities and other approved securitieligh @ssets are under sub-section (1) to be
invested and kept invested shall be heydthe insurer free of any encumbrance, charge, hypotbeoati
lien.

(6) The assets required by this section to be held invéstexh insurer incorporated or domiciled outside
India shall, except to the extent of any part therebichv consists of foreign assets held outside India, be
held in India and all such assets shall be held st far the discharge of the liabilitie$ the nature referred

to in sub-section (1) and shall be vested in trusteédergsin India and approved by the Authority, and the
instrument of trust under this sub-section shall be execuytéioebinsurer withthe approval of the Authority
and shall define the manner in which aloneghieject-matter of the trust shall be dealt with.

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

Further provisions regarding investments

27A. (1) No insurer shalhvest or keep invested any part of his controlled fund otlsertfian in any of the
following approved investments, namely:

(a) approved securities;
(b) securities of, or guaranteed as to principal areteést by, the Government of the United Kingdom;

(c) debentures or other securities for money issued with ttmeiggonof the State Government by any
municipality in a State;

(d) debentures or other securities for money issued byaathority constituted under any housing or
building scheme approved by the Cenwala State Government, or by any authority or body
constituted by any Central Act or Act of a Stateikkedure;

(e) first mortgages on immoveable property situated in Ind@deuanyhousing or building scheme of
the insurer approved by the Authority or a State Government;

(f) debentures secured by a first charge on any immoveablerfyrptnt or equipment of any company
which has paid interest in full for the five years imnagelly preceding or for at least five out of the
six or seven years immediately preceding on suchmitagidebentures issued by it;

(g) debentures secured by a first charge on any immovatyey,plant or equipment of any company
where either the book value or the maxkdtie, whichever is less, of such property, plant or
equipment is more than three times theevaf such debentures;

(h) first debentures secured by a floating charge on alls$gta of any company which has paid
dividends on its ordinary shares for the figars immediately preceding or for at least five out of
the six or seven years immediately preceding;

(i) preference shares of any company which has paid did&den its ordinary shares for the five
years immediately preceding or foreatst five out of the six or seven years immediatelggating;

(i) preference shares of any company on which dividends bae& paid for the five years
immediately preceding or for at least five out of themixeven years immediately preceding and
which have priority in payment over all the ordinary shafefe company in winding up;

(k) shares of any company which have been guaranteed byearmmmpany, such other company
having paid dividends on its ordinary shares for the fivesygamediately preceding or for at least
five out of the six or seven years immediately preceding:

Providedthat the total amount of shares of all the companiesruparantee by the guaranteeing
company is not in excess of fifty per cent of the paid up amoupteference and ordinary shares
of the guaranteeing company;

() shares of any company on which dividends of not less tharper cent including bonus have been



paid for the seven years immediately preceding or féeest seven out of the eight or nine years
immediately preceding;

(m) first mortgages on immovable property situated in India @ny other country where the insurer is
carrying on insurance business

Provided that the property mortgaged is not leasehold property withuéstanding term of less
than thirty years and the value of the property exceeayngne-third, or if it consists of buildings,
exceeds by one-half, the mortgage money;

(n) immovable property situated in India or in any other coumthere the insurer is carrying on
insurance business:

Provided that the property is free of all encumbrances;

(o) loans on life interests, or on policies of life irsoce within their surrender values issued by him or
by an insurer whose business he has acquired and in re$pebich business he has assumed
liability;

(p) life interests;

(q) fixed deposits with banks included for the time being in the®k&chedule to the Reserve Bank
of India Act, 1934 (2 of 1934) or with co-operative sdeketregistered under the Indian Co-
operative Societies Act, 1912 (6 of 1912), or under athgr law for the time being in force, the
primary object of which is to finance other co-operatieeiaties similarly registered;

(r) debentures of, or shares in co-operative societies registeder the Indian Co-operative Societies
Act, 1912 (2 of 1912), or under any other law for the timiadpin force;

() such other investments as the Authority may, by natific in the Official Gazette, declare to be
approved investments for the purposes of this section.

(2) Notwithstanding anything contained in sub-section (1)nsurer being a company or a co-operative life
insurance society as defined in clausg f sub-section (1) of section 95, may, subject to the piavs
contained in the next succeeding sub-sections, invest or keeptéd any part of his controlled fund
otherwise than in an approved investment, if-

(i) after such investment, the total amounts of all soeestments of the insurer do not exceed fifteen
per cent of the sum referred to in sub-section (1) ofse2?,

(i) the investment is made, or, in the case of any inwdtralready made, the continuance of such
investment is with the consent of all the directors gmeat a meeting and eligible to vote, special
notice of which has been given to all the directors théndia, and all such investments, including
investments in which any director is interested, arented without delay to the Authority with full
details of the investments and the extent of the diredtaesest in any such investment.

(3) An insurer shall not out of his controlled fund invest @kavested in the shares of any one banking
company or investment company more than—

(a) two and a quarter per cent of the sum referred $olinsection (1) of section 27, or
(b) two per cent of the subscribed share capital andntietes of the banking company or investment
company concerned,
whichever is less.

(4) An insurer shall not out of the controlled fund invest or kaepstedin the shares or debentures of any
one company other tharbanking company or investment company more than-

(a) two and a quarter per cent of the sum referred to irssatien (1) of section 27, or
(b) ten per cent. of the subscribed share capital anchtlgles of the company,

Whichever is less:



Provided that nothing in this sub-section shall apply to any indest made with the previous consent of
the Authority by an insurer, beirg company with a view to forming a subsidiary company aagrpn
insurance business.

(5) An insurer shall not out of hintrolled fund invest or keep invest any sum in the shardshentures
of any private limited company.

(6) Where an investment is in partly paid-up sharesutigalled liability on such shares shall be added to
the amount invested for the purpose of computing the percentefgered to in clause) of sub section (3)
and claused) of subjection (4).

(7) Notwithstanding anything contained in subsections (3) (@)dwherenew shares are issued to the

existing shareholders by a company the existing sharedioh are covered by Clause (i) or Clause (k) or
Clause (I) of subjection (1) and of which an insurer is dlyem shareholder, the insurer may subscribe to
such new shares:

Provided that the proportion of new shares subscribed by him datesxgeed the proportion which the
paid-up amount on the shares held by him immediately befmte subscription bears to the total paid-up
capital of the company at the time of such subscriptio

(8) If, on an application submitted through the Controller the @eovernment is satisfied that special
grounds exist warranting such exemption, the Central Governmeptfor such period, to such extent and
in relation to such particular investments and subject tb sonditions as maybe specified by it in this
behalf, exempt an insurer from all or any of the proviswfrsub-sections (3), (4) and (7).

(9) An insurer shall not keep more than three per centefcontrolled fund in fixed deposit or current
deposit, or partly in fixed deposit and partly in curréeposit, with any one banking company or with any
one comparative society registered under the Insurancee@dve Societies Act, 1912 (2 of 1912), or
under any other law for the time being us force and doing bgtikisiness:

Provided that in applying this sub-section to the amount in deposit batiking on any day all the
premiums collected by that company on behalf of the @rsduring the preceding thirty days shall be
excluded:

Provided further that the Authority may permit a co-operative lifisurance society as defined in
Clause (b) of sub-section (1) of Section 95 to keep mhare three per cent. of its controlled fund in fixed
deposit with any cooperative society referred to in thissection, if the fixed deposit is secured by a first
mortgage on any immoveable property.

(10) All assets forming the controlled fund, not being Goreent securities or other approved securities in
which assets are to be invested or held invested in anw®dwith Section 27, shall (except for a part
thereof not exceeding one-tenth of the controlled fund in valuehwiiy, subject to such conditions and
restrictions as may be prescribed, be offered as seforigny loan taken for purposesanfly investment),

be held free of any encumbrance, charge, hypothecati@nor

(12) If at any time the Authority considers any one oranef the investments constituting an insurer's
controlled fund to be unsuitable or undesirable, the Authordty, after giving the insurer an opportunity of
being heard, direct him to realise the investment or invegtnand the insurer shall comply with the
direction within such time as may be specified byAbéhority.

(12) Every insurer in existence at theommencement of the Insurance (Amendment) Act, 1950 (47 of
1950), whose investments or any part thereof at such conememt contravene or contravenes any of the
provisions of this section, shall, within ninety days from saommencement, submit to the Authority a
report specifying in all such investments, and if thehAuity is satisfied that it will not be in the interestf

the insurer or any class of insurers generally taseany such investments, it may, by order direct treat t
provisions of this section [other than the provisions contaimatib-section (11) shall not apply in relation
to any such investments or to any class of investmgeterally for such period or periods as may be
specified in the order.

(13) Without prejudice to the powers given to the Authdbyysubsection (11), nothing contained in this
section shall be deemed to require any insurer toseeany investment made in conformity with the
provisions of subsection (1) after the commencement sfAbi which after the making theredfas ceased



to be an approved investment within the meaning ofsénision.

(14) Nothing contained in this section shall be deemedi¢atah any way the manner in which any moneys
relating to the provident fund of any employee or to avgusty taken from any employee or over moneys
of a like nature are required -to be held by or under amyr@leAct, or Act of a State Legislature.

Explanation.-n this section "controlled fund" means-

(a) in the case of any insurer specified in sub-claayéi( or subclause(b) of Clause (9) of section 2 and
carrying on life insurance business-
(i) all his funds, if he carries on no other class ofriaisce business;
(ii) all the funds appertaining to his life insurance busing he carries on some other class of
insurance business also; and
(b) in the case of any other insurer carrying on life insegdusiness,-
(i) all his funds in India, if he carries on no other classisdfirance business;
(i) all the funds in India appertaining to his life insuraheisiness if he carries
on some other class of insurance business also;

but does not include any fund or portion thereof in respieathich the Authority is satisfied that such fund
or portion thereof, as the case may be, is regulatatieblaw of any country outside India or in respect of
which theAuthority is satisfied that it would not be in the interekthe insurer to apply the provisions of
this section.

Further provisions regarding investments.

27-B. (1) No insurer carrying on general insurance business shali,thé commencement of the Insurance
(Amendment) Act, 1968 (62 of 1968), invest or keep inveatedpart of his asset otherwise than in any of
the following approved investments, namely:

(a) the investment specified in clause} 1o (€), (n), (0) and ¢) of sub-section (1) of Sec. 27A;

(b) debentures secured by a first charge on any immovgableerty, plant or equipment of any
company which has paid interest in full for the three yeansediately preceding or for at least three out of
the four or fiveyears immediately preceding on such or similar debenissasd by it;

(c) debentures secured by a first charge on any immoveablerproplantor equipment of any
company where either the book value or the market value, wiche less, of such property, plant or
equipment is more than twice the value of such debentures;

(d) first debentures secured by a floating charge on akdista or by fixed charge on fixed assets and
floating charge on all other assets of any company whiclpdidsdividends on its equity shares for the three
yearsimmediately preceding or for at least three out of the dodive years immediately preceding the date
of the investment;

(e) preference shares of any company which has paid divideritsequity shares for the three years
immediately preceding or for at least three out of the doufive years immediately preceding;

(f) preference shares of any company on which dividend® heeenpaid for the three years
immediately preceding or for at least three out offthe or five years immediately preceding and which
have priority inpayment over all the equity shares of the company iningnap;

(g) shares of any company which have bgearanteed by another company, such other company
having paid dividenden its equity shares for the three years immediatelyedieg or forat least three
out of the four or five years immediately preceding:

Provided that the total amount of shares of all the companies undkat guarantee by the
guaranteeing company is not in excess of fifty peragdrthe paid-up amount of preference and equity
shares of the guaranteeing company;

(h) shares of any company on which dividends of not lessftbur per cent including bonus have been
paid for the three years immediately preceding ordioleast three out of the four or five years immedyatel
preceding;



(iy first mortgages on immoveable proper situated indrmdiin any other country where the insurer
is carrying on insurance business:

Provided that the property mortgaged is not lease-hold property ait outstanding term of less
than fifteen years and the value of the property excegdad-third, or if it consists of buildings, exceeds by
on-half, the mortgage money;

(i) such other investments as the Authority may, by matiidon in the Official Gazette, declare to be
approved investments for the purposes of this section.

(2) Any prescribed assets shall, subject to such dondijtif any, as may by prescribed be deemed to be
assets invested or kept invested in approved investments spétidieb-section (1).

(3) Notwithstanding anything contained in sub-section (1), aorénsmay, subject to the provisions
contained in the next succeeding sub-sections, invest oiirkeegied any part of his assets otherwise than in
an approved investment specified in subsection (1), if-

(iy after such investment, the fatal amounts of all simlestments of the insurer do not exceed
twenty-five per cent of his assets, and

(i) the investment is made or in the case of anystment already made, the continuance of such
investment is with the consent of all the directorseothan the directors appointed under Section 34-C,
present at a meeting and eligible to vote, special notieehath has been given to -all the directors then in
India, and all such investments, including investments liiclivany director is interested, are reported
without delay to the Authority with full details of investme and the extent of the director's interest in any
such investment:

Provided that the making, or the continuance, of such investmemoisobjected to by any director
appointed under Section 34-C

(4) An insurer shall not invest or keep invested any phitis assets in the shares of any one banking
company or investment company more than-

(a) ten per cent of his assets, or

(b) two per cent of the subscribed share capital and Dentditde banking company
or investment company concerned,

whichever is less.

(5) An insurer shall not invest or keep invested any danisoassets in the shares or debentures of any one
company other than a banking company or investment companytmaore

(a) ten per cent of his assets, or

(b) ten per cent of the subscribed share capital and debgwofihe company,

whichever is less:

Provided that nothing in this sub-section shall apply to any imaest made by an insurer in the shares of
any other insurer if such other insurer is a company witiémteaning of Section 3 of the Companies Act,

1956 (1 of 1956) and carries on insurance or re-insurancedsssn India.

(6) An insurer shall not invest or keep invested any phhis assets in the shares or debentures of any
private company.

(7) Where an investment is in partly paid-up sharesutiwalled liability on such shares shall be added to
the amount invested for the purpose of computing the pexges referred to in Clause (a) of sub-section (4)
and Clause (a) of sub-section (5).

(8) Notwithstanding anything contained in sub-sectionsa@) (5) where new shares are issued to the



existing shareholders by a company, ¢éésting shares of which are covered by Clause (e)anisel g) or
Clause (h) of sub-section (1) and of which an insureréadly a share-holder, the insurer may subscribe to
such new shares:

Provided that the proportion of new snares subscribed by him doesxoeed the proportion which the
paid-up amount on the shares held by him immediately bstare subscription bears to the total paid-up
capital of the company at the time of such subscriptio

(9) If, on an application submitted to the Authority, he katisfied that special grounds exist warranting
such exemption, he may, for such period, to such extent amdiabion to such particular investments and
subject to such conditions as may be specified by himisrbehalf, exempt an insurer from all or any of the
provisions of sub-sections (4), (5) and (8).

(10) An insurer shall not keep more than ten per cent. oddssts in fixed deposit or current deposit, or
partly in fixed deposit and partly in current deposit, with ane banking company or with any co-operative
society registered under the Co-operative Societies1®dt2 ( 2 of 1912), or under any other law for the
time being in force and doing banking business:

Provided that in applying this sub-section to the amount in depd#it avbanking company on any day, all
the premiums credited during the preceding sixty days, t@ateunt of the insurer with such banking
company and the amounts deposited, during the precedityg dhiys, by such insurer with that banking
company for paymerdf claims or out of re-insurance recoveries, shall be excluded

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

(12) If at any time the Authority considers any one orarairthe investments constituting an insurer's assets
to be unsuitable or undesirable, he may, after giving th&ensan opportunity of being heard, direct the
insurer to realize the investment or investments,thadnsurer shall comply with the direction within such
time as may be specified in this behalf by the Authority

(13) Every insurer in existence at the commencement ofnheance (Amendment) Act, 1968, whose
investments or any part thereof at such commencement desndofulfill the requirements of this section,
shall, within ninety days from such commencement, submnihé Authority a report specifying all such
investments, and, if the Authority is satisfied that iit wot be in the interest of the insurer or any class of
insurers generally to realise any such investments, lgelmaorder direct that the provisions of this section,
other than the provisions contained in sub-section (12), sbiahpply in relation to any such investments or
to any class of investments generally for such periqgedods as may be specified in the order.

(14) Without prejudice to the powers conferred on the Authdiyt subsection (12), nothing contained in
this section shall be deemed to require any insurer teseeahly investment made in conformity with the
provisions of sub-section (1) after the commencement dhtheance (Amendment) Act, 1968(62 of 1968),
which, after the making thereof, has ceased to be amaggpnavestment within the meaning of this section.

(15) Nothing contained in this section shall be deemedi¢atah any way the manner in which any moneys
relating to the provident fund of any employee or to sexgurity taken from any employee or other moneys
of a like nature are required to be held by or underGemtral, Provincial or State Act.

(16) In this section, unless the context otherwise requiassets" means-

(@) in the case of an insurer carrying on life insurance busindsslia, all his assets required to
be shown under the column "Other Classes of Business" in theckatheet in Form A, in
Part Il of the First Schedule, but excluding any itemsregdhe head "Other Accounts (to be
specified)";

(b)in the case of an insurer specified in sub-claapéi( or sub-clauséb) of Clause (9) of Sec.
2, who is not carrying on life insurance business in Iralldyis assets required to be shown in
the balance-sheet in Form A in PHrof the First Schedule but excluding any items adains
the head "Other Accounts (to be specified)"; and

(c) in the case of any other insurer, the assets recpoifeel shown in the statement in Form AA,



in Part Il of the First Schedule, but excluding officenfture,

but does not include any assets specifically heldnagainy fund or portion thereof in respect of which the
Authority is satisfied that such funds or portion therasfthe case may be, is regulated by the law of any
country outside India or in respect of enrich the Autlydstsatisfied that it would not be in the interest of
the insurer to apply the provisions of this section.

Prohibition of investment of funds outside India

27C. (1) Without prejudice to anything contained in sections 27, 27A241] the Authority may, in the
interests of the policy-holders, specify by the regulatioasle by it, the time, manner and other conditions
of investment of assets to be held by an insurer foptineoses of this Act.

(2) The Authority may give specific directions for the timeggnner and other conditions subject to which
the funds of policy-holders shall be invested in the infaastire and social sector as may be specified by
regulations made by the Authority and such regulations shally apiformly to all the insurers carrying on
the business of life insurance, general insurance, orstegdance in India on or after the commencement of
the Insurance Regulatory and Development Authority Act9199

(3) The Authority may, after taking into account the naturdusfiness and to protect the interests of the
policy-holders, issue to an insurer the directions relatinghe time, manner and other conditions of
investment of assets to be held by him:

Provided that no direction under this sub-section shall be issuedaitilesnsurer concerned has been given
a reasonable opportunity of being heard

Statement of investment of assets

28. (1) Every insurer carrying on the business of life msce shall every year, within thirty-one days from
the beginning of the year submit to the Authority anmetshowing as at the 31st day of December of the
preceding year the assets held invested in accordaticeSeétion 27 and all other particulars necessary to
establish that the requirements of that section have dmaplied with, anduch return shall be certified by

a principal officer of the insurer.

(2) Every such insurer shall also furnish, within fifteen sddgom the last day of March, June, and
September, a return certified as aforesdidwing as at the end of each of the said months thes ds=d
invested iraccordance with Sec. 27.

(2A) In respect of the Government securities and other apgreseurities invested and kept invested in
accordance with sub-section (1) of Section 27 an insurer Sltathit along with the returns referred to in
sub-sections (1) and (2) a certificate, where such aaeeis the custody of a bankicgmpany, from that
company, and in any other case from the chairman, twotdieeand a principal officer, if the insurer is a
company, or otherwise from a principal officer of theurer to the effect that the securities are helddfee
any encumbrance, charge, hypothecation, or lien, and ewvanycstificateafter the first shall also state that
since the date of the certificatamediately preceding all the securities have been so held

(2B) In respect of the assets forming the controlled fwithin the meaning of Section 27A, and which do
not form part of the Government securities and approvedisestinvested and kept invested in accordance
with Section 27, an insurer shall submit, along with the netueferred to in sub-sections (1) and (2), a
statement, where such assets are in the custody okanacompanyfrom that company, and, in any other
case, from the chairman, two directors and a principalesffiche insurer is a company, or from a principal
officer of the insurer if the insurer is not a company, specifyiregatssets, which are subjected to any charge
and certifying that the assets, which are held éfeany encumbrance, charge, hypothecation, or lien, and
every such statement after the first shall also speb# charges created in respect of any of those assets
since the date of the statement immediately preceding,ifaady such charges have been liquidated, the
date on which they were so liquidated.

(3) The Authority may, at his discretion require any iestio whom sub-section (1) applies to submit before
the 1st day of August in each or any yaareturn of the nature referred to in subsection (1)ifieertas
required by mat sub-section and prepared as at the 30tf daye.

(4) In the case of an insurer having his principal placbusinessor domicile outside India, the Authority



may, on application made by the insurer, extend the peoibfiieen and thirty-one days mentioned in the
foregoing sub-sections to thirty days and sixty days, resbgti

(5) The Authority shall be entitled at any time to takehsateps as he may consider necessary for the
inspection or verification of thassets invested in complianeé&h Section 27 or for the purpose of securing
the particulars necessary to establish that the regeimesmof that section have been complied with; the
insurer shall comply with any requisition made in this behalfie Authority, and if he fails to do so within
two months from the receipt of the requisition he shall erdel to have made default in complying with
the requirements of this section.

Return of investments relating to controlled fund and banges therein.

28A. (1) Every insurer carrying on life insurance businelall veryyear, within thirty-one days from the
beginning of the year submit to the Authority a returrthie form specified by the regulations made by the
Authority showing asat the 31st day of March of the preceding year, the invessntaade out of the
controlled fundreferred to in Section 27A, and every such return shatlebified by a principal officer of
the insurer.

(2) Every insurer referred to in sub-section (1) shall alsbmit to the Authority a return in the form
specified by the regulations made by the Authority showihthe changes that occurred in the investments
aforesaid during each of the quarters ending on the last dayrohMaine, September and December within
thirty-one days from the close of the quarter to whiakldtes, and every such return shall be certified by a
principal officer of the insurers.

Returns of investments relating to the assets and chargytherein

28B. (1) Every insurer carrying on general insurance busisbsdl, every year, within thirty-one days from
the beginning of the year, submit to the Authority a retarthé form specified by the regulations made by
the Authority form showing as at the 31st day of Marclthef preceding year the investments made out of
his assets referred to in Section 27B, and every sucmrshall be certified by a principal officer of the
insurer.

(2) Every insurer referred to in sub-section (1) shall alsbmit to theAuthority a return in the form
specified by the regulations made by the Authority showhthe changes that occurregdthe investment
aforesaid during each of the quarters ending on the last dayrohMaine, September and December within
thirty-one days from the close of the quarter to whiakldtes, and every such return shall be certified by a
principal officer of the insurer.

(3) Every insurer shall submit, along with the returnsrreteto in sub-sections (1) and (2), a statement,
where any part of the assets are in the custody of a baotimpany, from that company, and in any other
case, from the chairman, two directors and a princiffigeo, if the insurer is a company, or from a principal
officer of the insurer, if the insurer, is not a compaspgcifying the assets, which are subject to charge and
certifying that the other assets are held free of anymhbtance, charge, hypothecation or lien, and every
such statement after the first shall also specifycti@ges created in respect of any of those assetsthiaic
date of the statement immediately preceding, and, ifsuth charges have been liquidated, the date on
which they were so liquidated.

Prohibition of loans

29. (1) No insurer shall grant loans or temporary advancéereitn hypothecation of property or on

personal security or otherwise, except loans on life pslidsued by him within their surrender value, to
any director, manager, managing agent, actuary, audiwfficer of the insurer if a company, or where the
insurer is a firm, to any partner therein, or to any-otb@mpany or firm in which any such director,

manager, managing agent, actuary, officer or partner tib&gosition of a director, manager, managing
agent' actuary, officer or partner:

Provided that nothing contained in this sub-section shall apply to losde by an insurer to a banking
company:

Provided further that nothing in this section shall prohibit a company fromtgrgrsuch loans or advances
to subsidiary company or to any other company of whichctimpany granting the loan or advance is a
subsidiary company eland where any such loan or advancalés aoé of any life insurance fund the matter



shall be reported within thirty days of the making of such loaadvance to the Authority.

(2) The provisions of Section 86D of the Indian Companies 2813 (7 of 1913), shall not apply to a loan
granted to a director of an insurer being a company, ifode is one granted on the security of a policy on
which the insurer bears the risk and the policy was issuéldetdirector on his own life, and the loan is
within the surrender value of the policy.

(3) Subiject to the provisions of sub-section (1), no insteeying on lifeinsurance business shall grant—

(&) any loans or temporary advances either on hypotheaattiproperty or on personal security or
otherwise, except such loans as are ggeaif sub-section (1) of Section 27A,;

(b) temporary advances to any chief, special or insurageetto facilitate the carrying out of his
functions as such except in cases wherk advances do not exceed in the aggregate—

0] in the case of a chief agent, the overriding renewal caesian earned by him during
the year immediately preceding,

(ii) in the case of special agent, the renewal commission cedmynénim during the year
immediately preceding,

(iii) in the case of an insurance agent, the renewal comomisarned by him during the

year immediately preceding.

Explanation.The temporary advance referred to in claugeo{ this sub-section shall also be admissible in
the case of any special agent or insuraagent newly appointed, but such advance—

(@) shall be repayable within two years from the date orhvbiich special agent  or insurance agent
was first appointed, and

(b) shall not exceed, in the case of the special agenthdindred rupees, and, in  the case of the
insurance agent, one hundred rupees,

and the total amount of all advances so made shall needxen thousand rupees in the case of any insurer
whose business in force is one crore of rupees or amatdive thousand rupees in any other case.

(4) Every loan or advance existing at the commencemetiiteofnsurance (Amendment) Act, 1950 (47 of
1950), which contravenes the provisions of subsection (3) Iskalotified by the insurer to the Authority
within thirty days of such commencement and shall notvgtiding any contract to the contrary be repaid
within one year from commencement.

(5) Where any event occurs giving rise to circumstanbesexistence of which at the time of the grant of
any subsisting loan or advance would have made such greomtravention of this section, such loan or
advance shall, notwithstanding anything in any contratheaontrary, be repaid within three months from
the occurrence of such event.

(6) In case of default in complying with the provisions of-sabtion (4) or subsection (5) the director,
manager, auditor, actuary, officer or partner, or tiiefcspecial or insurance agent concerned shall, without
prejudice to any other penalty which he may incur, céadeold office under, or to act for, the insurer
granting the loan on the expiry of the said period of one geethree months, as the case may be.

Liability of directors, etc. for loss due to contraventiors of Sections 27, 27A and 29

30. If by reason of a contravention of any of the provision§Seé€tion 27, Section 27A, Section 27B or
Section 29, any loss is sustained by the insurer or bgdley-holders, every director, manager, managing
agent, officer or partner who is knowingly a party totrsaentravention shall, without prejudice to any other
penalty to which he may be liable under this Act, betigiand severally liable to make goal the amount of
such loss.

Assets of insurer how to be kept
31.(1) None ofthe assets in India of any insurer shall, except irctise of deposits made with the Reserve

Bank of India under Section 7 or Section 98 or in so fasasts are required to be vested in trustees by sub-
section (4) of Section 27, be kept otherwise than in #menof a public officer approved by the Authority,



or in the corporate name of the undertaking, if a compamnin the name of the partners, if a firm, or in the
name of the proprietor, if an individual.

(2) Nothing contained in this section shall be deemed to ptahib endorsement in favour of a banking
company of any security or other document solelyHtergurpose of collection or for realization of interest,
bonus or dividend.

Provisions relating to managers, etc

(31)A. (1 ) Notwithstanding anything to the contrary contaiiedhe Indian Companies Act, 1913 (7 of

1913), or in the articles of association of the insuifea, company, or in any contract or agreement, no
insurer shall after expiry of one year from the commer#nof the Insurance (Amendment) Act, 1950 (47
of 1950),

(a) be managed by a company or a firm, or

(b) be directed or managed by, or employ as managefficgroor in any capacity, any person whose
remuneration or any part thereof takes the form airagssion or bonus or a share in the valuation
surplus in respect of the life insurance business of theeén, or

(c) be directed or managed by, or employ as manageficerodr in anycapacity, any person whose
remuneration or any part thereof takes the form of casimm or bonus in respect of the general
insurance business of the insurer:

Provided that nothing in this sub-section shall be deemed to prohibit-

(i) the payment of commission to a chief agent, spagiaht or an insurance agent, in respect of life
insurance business procured by or throhigh;

(i) the payment of commission to a principal agent or amrameeagent in respect of general insurance
business procured by or through him;

(i) the payment of commission, with the approval of the Ce@miernment and for such period as it
may determine, to a person not beargofficer of an insurer who was, on the 1st November, 1944,
employing on behalf of an insurer, chief agents or spagents and continues so to do in respect
of insurance business procured by or through him;

(iv) the employment of any individual in a clerical or otlsebordinate capacity who, as an insurance
agent, receives commission In respect of insurance busireess¢u by him;

(v) the employment as an officer of any individual whoeiges renewal commission in respect of life
insurance business procured by him in his capacity as arairce agent or as an employer of agents
before suclemployment, or before the commencement of the Insuranoergdment) Act, 1950 (47
of 1950), whichever is later;

(vi) the payment of a share in the profits of genersiiiance business;

(vii) the payment of bonus in any year on a uniform basis talalisd employees or any class of them
by way of additional remuneration.

(2) Notwithstanding anything to the contrary contained iritkdean Companies Act, 1913 (7 of 1913), or in
the articles of association of the insurer, being a copypann any contract or agreement, no manager,
managingdirector or any other person concerned in the managerhemt iosurer's busineshall be
entitled to nominate a successor to his office, and ngopeso nominated, whether before or after the

commencement of the Insurance (Amendment) Act, 1950 (4P%8), shall be entitled to hold or to
continue in such office.

(3) If in the case of any insurance company provisionaderby the articlesf association of the company
or by an agreement entered into between any parsbrthe company for empowering a director or
manager or other officer of the company to assign hiseoto any other person, any assignment of
office made in pursuance of the said provision, shall, lestéinding anything to the contrary contained
in the said provisions or in Section 86B of the Indian Compahé, 1913 (7 of 1913), be void.



(4) No person shall have any right, whether in contracttioerise, to any compensation for any loss
incurred by reason of the operation of any provision ofgeetion.

Power to restrict payment of excessive remuneration

31B. (1) The Authority may if it is satisfied that any insurerthe case of an insurer specified in sub-clause
(a) (ii) or sub-clause (b) of Clause (9) of Sectiom 2eispect of all insurance business transacted by him,
and in the case of any other insurer in respect of theanse business transacted by him in India, is paying
any person remuneration, whether by way of commission or adeeom a scale disproportionate, according
to the normal standards prevailing in insurance busine#lsetresources of the insurer, call upon the insurer
to comply within six months with such directions as it rttagk fit to issue in the matter, and if compliance
with the directions so issued requires the alteration pfadirthe terms of the contract entered into by the
insurer with such person, no compensation shall be payablehopgrson by the insurer by reason only of
such alteration or of the resignation of such person ifattexed terms are not acceptable to him and no
payment by way of renewal commissionotherwise shall be made to such person by the insurespect

of any premiums paid after the date of such resignatioepgxat such rate as may bpproved by the
Central Government in this behalf.

(2) Every insurer shall, before the close of the month foligwévery year, submit to the Authority a
statement in the form specified by the regulations madthéyAuthority showing the remuneration paid
whether by way of commission or otherwise, to any peisaases where such remuneration exceeds such
sum as may be specified by the regulations made bAuttierity.

(3) Where any person not being a chief agent, principal agesgecial agent is in respect of remuneration
exceeding the sum of five thousand rupees in any yeaAutirity may, by notice in writing, require the
insurer to submit certified copies of the agreementredtmto between the insurer and any such person, and
the insurer shall comply with any such requisition withintthree specified in the notice.

(4) Every direction under this section shall be issued by der onade by the Authority:

Provided that no order under this section shall be made unless teenpeoncerned has been given an
opportunity of being heard

Limitation on employment of managing agents and on the remmeration payable to them

32. (1) No insurer shall after the commencement of #is, appoint a managing agent for the conduct of
business.

(2) Where any insurer engaged in the business of insurance fiefopommencement of this Act employs a
managing agent for the conduct of his business, then netaiitting anything to the contrary contained in
the Indian Companies Act, 1913 (7 of 1913) and notwithstandiydpiag to the contrary contained the
articles of the insurer, if a company, or in any agrenentered into by the insurer, such managing agent
shall cease to hold office on the expiry of three yefaom the commencement of this Act and no
compensation shall be payable to him by the insurer bymeasly of the premature termination of his
employment as managing agent.

(3) After the commencement of this Act, notwithstandingtlaing contained in the Indian Companies Act,
1913 (7 of 1913), and notwithstanding anything to the contranyained in any agreement entered into by
an insurer or in the articles of association of an indueérg a company, no insurer shall pay to a managing
agent and no managing agent shall accept from an inaareemuneration for his services as managing
agent more than two thousand rupees per month in all, ingusialary and commission and other
remuneration payable tnd receivable by him, for his services as managing agent.

Prohibition of common officers and requirement as to wha time officers
32A. (1) A managing director or other officer of an insuspecified in sub-clause (b) of clause (9) of

Section 2 and carrying on life insurance business shall natrbanaging director or other officer of any
other insurer carrying on life insurance business arlzdinking company or of an investment company:



Provided that the Authority may permit such managing director orratffecer to be a managing director or
other officer of any other insurer carrying on lifesurance business for the purpose of amalgamating the
business of thewo insurers or transferring the business of one ingarére other.

(2) Where an insurer specified in sub-clause (b) of Clé@isef Section 2 has a life insurance fund of more
than twenty-five lakhs of rupees or insurance funds totatioge than fifty lakhs of rupees, the manager,
managing director or either officer of the insurer shala whole time employee of the insurer:

Provided that the Authority may, for such period as it thinks fiermit the employment of any specified
person as a part-time manager, managing director or affieer of such insurer.

(3) Nothing in this section, shall prevent—

(a) the manager, managing director or other officer ofsaiier being the manager, managing director or
other officer of a subsidiary company of the insurer withgirevious approval of the Authority;

(b) the manager, managing director or other officer ofnaorer, exclusively carrying on life insurance
business being the manager, managing director or offieer of an insurer not carrying on life
insurance business;

(c) any officer of a branch of one insurer carryimggeneral insurance business from being any officer of
a branch in the same town of another insureyingron general insurance business;

(d) an officer in the employment of an insurer fimirgy professional advice;
Explanation:In this section the expression "officer" does not includeexctbr.
Insurance business in rural or social sector

32B. Every insurer shall, after the commencement of the Insui@agalatory and Development Authority
Act, 1999, undertake such percentages of life insurance bsigindsgeneral insurance business in the rural
or social sector, as may be specified, in the Offi@@zette by the Authority, in this behalf.

Obligations of insurer in respect of rural or unorganized gctor and backward classes

32C. Every insurer shall, after the commencement of tharémee Regulatory and Development Authority
act, 1999 discharge the obligations specified under seg#Brto provide life insurance or general insurance
policies to the persons residing in the rural sectorkersrin the unorganized or informal sector or for
economically vulnerable or backward classes of the soeietly other categories of persons as may be
specified by regulations made by the Authority and sualramee policies shall include insurance for crops.

Investigation
Power of investigation and inspection by Authority

(33). (1) The Authority may at any time, by order in wri, direct any person (hereinafter in this section
referred to as “Investigating Authority”) specified hetorder to investigate the affairs of any insurer and to
report to the Authority on any investigation made by suckdtigating Authority:

Provided that the Investigating Authority may, wherever neaggsemploy an auditor or actuary or both for
the purpose of assisting him in any investigation undersction.

(2) Notwithstanding anything to the contrary contained ini8e@35 of the Companies Act, 1956 (1 of
1956), the Investigating Authority may, at any time, andlsbalbeing directed so to do by the Authority,
cause an inspection to be made by one or more of his oféitarsy insurer and his books and accounts; and
the Investigating Authority shall supply to the insurer a copyi®feport on such inspection.

(3) It shall be the duty of eatery manager, managing directother officer of the insurer to produce before
the Investigating Authority directed to make the invesiggatunder sub-section (1) or inspection under
sub-section (2), all such books of account, registers arat dibcuments in his custody or power and to
furnish him with any statements and information relatmthe affairs of the insurer as the said Investigating
Authority may require of him within such time as tlaédsinvestigating Authority may specify.



(4) Any Investigating Authority, directed to make an irtigegtion under sub-section (1), or inspection under
sub-section (2) may examine on oath, any manager, managewodi or other officer of the insurer in
relation to his bossiness and may administer oaths accordingly

(5) The Investigating Authority shall, if he has been diretigdhe Authority to cause an inspection to be
made, and may, in any other case, report to the Authamigny inspection made under this section.

(4) On receipt of any report under sub-section (1) or uedb-section (5), the Authority may, after giving
such opportunity to the insurer to make a representation in diwmedth 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 ofaatyer arising out of the report as the Authority
may think fit; or

(b) cancel the registration of the insurer; or

(c) direct any person to apply to the Court for the windingoughe insurer, if a company, whether the
registration of the insurer has been cancelled Wdauself) or not.

(7) The Authority may, after giving reasonable noticehe insurer publish the report submitted by the
Investigating Authority under sub-section (5) or such portieereof as may appear to it to be necessary.

(8) The Authority may prescribe the minimum informatiortéde maintained by insurers in their books, the
manner in which such information should be maintaineslcttecks and other verifications to be adopted by
insurer, necessary to enable the Investigating Authtuwitgischarge satisfactorily his functions under this
section.

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

(a) all his subsidiaries formed for the purpose of carryintherbusiness of insurance exclusively
outside India; and

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

(9) No order made under this section other than an order oratdClause (b)f sub-section (6) shall be
capable of being called in question in any Court.

(10) All expenses of, and incidental to, any investigati@denunder this section shall be defrayed by the
insurer, shall have priority over other debts due froeitisurer and shall be recoverable as an arrear of land
revenue.

Power to appoint staff

33A.The Authority may appoint such staff, and at such plasei$ or he may consider necessary, for the
scrutiny of the returns, statements and information fbeasby insurers under this Act and generally to
ensure the efficient performance of the functions ofth#hority under this Act.

Power of the Authority to issue directions

34.(1) where the Authority is satisfied that

(a) inthe public interest; or

(b) to prevent the affairs of any insurer being conductedrimarina detrimental to the interests of the
policy-holders or in a manner prejudiciah interests of the insurer; or

(c) generally to secure the proper management of any insuisrpnecessary to issue directions to
insurers generally or to any insureparticular, he may, from time to time, issue such divestas
he deems fit, and the insurers or ther@rs as the case may be, shall be bound to comply with
such directions:



Provided that no such directions shall be issued to any insurer ticydar unless such insurer has been
given a reasonable opportunity of being heard

(2) The Authority may, on representation made to him or srWwnmotion, modify or cancel any direction
issued under sub-section (1), and in so modifying or cancelingliegctions, may impose such conditions
as he thinks fit, subject to which the modification or cdatieh shall have effect.

Control over Management

Amendment of provisions relating to appointments of maaging directors, etc., to be subject to
previous approval of the Authority

34A. (1) In the case of an insurer,—

(@) no amendment made, after the commencement of theamtgfAmendment) Act, 1968, of any
provision relating to the appointment, re-appointmemmination of appointment or remuneration of a
managing or whole-time director, or of a managea ohief executive officer, by whatever name called,
whether that provision be contained in the insurers oreamdum or articles of associations, or in an
agreement entered into by him, or in any resolutionegabyg the insurer in general meeting or by his
Board of Directors shall have effect unless approvetiéuthority;

(b) no appointment, re-appointment or termination of appoirtmede after the commencement of the
Insurance (Amendment) Act, 1968, of a managing orlestime director, or a manager or a chief
executive officer, by whatever name called, shalle effect unless such appointment, reappointment or
termination of appointment is made with the previgmaval of the Authority.

Explanation-For the purposes of this sub-section, any provision confeaimygbenefit or providing any
amenity or perquisite, in whatever form, whether during tardahe termination of the term of office of the
manager or the chief executive officer, by whateverenaailed or a managing or whole-time director, shall
be deemed to be a provision relating to his remuneration.

(2) Nothing contained in Sections 268 and 269, the proviso teexti®n (3) of Section 309, Sections 310
and 311, the proviso to Section 387 and Section 388 (in so f8ee®on 388 makes the provisions of
Sections 310 and 311 apply in relation to the manager of @aom of the Companies Act, 1956 (1 of
1956), shall apply to any matter in respect of which th@@ag@l of the Authority has to be obtained under
sum section (1).

(3) No act done by a person as a managing or whole-timedti@ca director not liable to retire by rotation
or a manager or a chief executive officer, by whatevenenaalled, shall be deemed to be invalid on the
ground that it is subsequently discovered that his appointmemt-appointment had not taken effect by
reason of any of the provisions of this Act; but nothinghis subsection shall be construed as rendering
valid any act done by such person after his appointnrengt-appointment has been shown to the insurer not
to have had effect.

Power of Authority to remove managerial persons from office

34B. (1) Where the Authority is satisfied thatthe public interest or for preventing the affairs ofi@surer
being conducted in a manner detrimental to the interéstiseopolicy-holders or for securing the proper
management of any insurer it is necessary so to dmayefor reasons to be recorded in writing, by order,
remove from office, with effect from such date as mayspecified in theorder, any director or the chief
executive officer, by whatever name called, of the iasur

(2) No order under sub-section (1) shall be made unlestirtetor or chief executive officer concerned has
been given a reasonable opportunity of making a representatthe Authority against the proposed order:

Provided that if, in the opinion of the Controller, any delay woulddstrimental to the interests of the

insurer or his policy-holders, he may, at the time ofingj the opportunity aforesaid or at any time

thereafter, by order direct that, pending the considerationeofepresentation aforesaid, if any, the director
or, as the case may be, chief executive officer, shalwitit effect from the date of such order,

(a) act as such director or chief executive officer of tisrer;



(b) in any way, whether directly, indirectly, be concernethwor take part in the management of
the insurer.

(3) Where any order is made in respect of a director of ekexutive officer of an insurer under sub-section
(1), he shall cease to be a director or as the case nwydiexecutive officer of the insurer and shall not, in
any way, whether directly or indirectly, be concerned withtake part in, the management of any insurer
for such period not exceeding five years as may be spetaifigne order.

(4) If any person in respect of whom an order is made byAtitlkeority under sub-section (1) or under the
proviso to sub-section (2) contravenes the provisions of tht®esghe shall be punishable with fine which
may extend to two hundred and fifty rupees for each dapguwhich such contravention continues.

(5) Where an order under sub-section (1) has been madautherity may, by order in writing, appoint a
suitable person in place of the director or chief executffieeo who has been removed from his office
under that sub-section, with effect from such date as mapdwfied in the order.

(6) Any person appointed as director or chief executifieesfunder this section shall-
(a) hold office during the pleasure of the Controllad @&ubject thereto for a period not exceeding
three years or such further periods not exceeding thegs gk a time as the Authority may specify;

(b) not incur any obligation or liability by reasonly of hisbeing a director or chief executive officer
or for anything done or omitted to be done in good faitthe execution of the duties of his office
or in relation thereto.

(7) Notwithstanding anything contained in any law or iry aontract, memorandum or articles of
association, on the removal of a person from office urfdsrsiection, that person shall not be entitled to
claim any compensatidior the loss or termination of office.

Power of Controller to appoint additional directors

34C. (I) If the Authority is of opinion that in the public interest ior the interests of an insurer or his
policy-holders it is necessary so to do, he may, friome to time, by order in writing, appoint, with effect
from such date as may be specifiedhia order, one or more persons to hold office as additioredtdis of
the insurer:

Provided that the number of additional directors so appointed sbéalat any time, exceed five or one-third
of the maximum strength fixed for the Board by #nticles of association of the insurer, whichever is.less

(2) Any person appointed as additional director in pursuahtigs section,—

(@) shall hold office during the pleasure of the Authorétiyd subject thereto for a period not exceeding
three years or such further periods not exceeding thegs gt a time as the Authority may specify;

(b) shall not incur any obligation or liability by reasoryoaf his being a director or for anything done
or omitted to be done in good faith in thecetien of the duties of his office or in relation thereto
and

(c) shall not be required to hold qualification shares of therars

(3) For the purpose of reckoning any preparation of the toiatber of directors of the insurer, any
additional director appointed under this section shall noaken into account.

Sections 34B and 34C to override other laws

34-D. Any appointment or removal of a director or chief executiffeeer in pursuance of Section 34B or
Section 34C shall have effect notwithstanding anythimghte contrary contained in the Companies Act,
1956 (1 of 1956), or any other law for the time being in farce any contract or any other instrument.

Further powers

34E. The Controller may,—
(@) caution or prohibit insurers generally or any iesim particular against entering into any particular



transaction or class of transactions, and generally givieatlvany insurer;

(b) at any time, if he is satisfied that in the pulititerest or in the interests of the insurer or for
preventing the affairs of the insurer being conducteal nimanner detrimental to the interests of the
insurer or his policy-holders, it is necessary so to goprder in writing and on such terms and
conditions as may be specified therein,—

(i)  require the insurer to call a meeting of his directorstfie purpose of considering any
matter relating to or arising out of the affairs of ih&urer;

(i) depute one or more of his officers to watch gineceedings at any meeting of the Board of
Directors of the insurer or of any committee or of atlyer body constituted by it; require
the insurer to give an opportunity to the officers so deputed teebsd at such meetings
and also require such officers to send a report of ptmteedings to the Authority;

(iii) require the Board of Directors of the insureraory committee or any other body constituted
by it to give in writing to any officer specified blge Authority in this behalf at his usual
address all notices of, and other communications relatingny meeting of the Board,
committee or other body constituted by it;

(iv) appoint one or more of his officers to observerttanner in which the affairs of the insurer
or of his offices or branches are being conducted and madport thereon;

(v) require the insurer to make, within such time as beagpecified in the order, such changes
in the management as the Authority may consider necessary.

Power of Authority to issue directions regarding re-insurarme treaties, etc

34F. (1) Without prejudice to the generality of the powers eoed by sub-section (1) of Section 34, the
Authority may, if he is of opinion that the terms or comdit of any re-insurance treaty or other
re-insurance contract entered into by an insurer are nourf@vie to the insurer or are detrimental to the
public interest, he may, by order, require, the instarenake, at the time when the renewal of such treaty or
contract becomes next due, such modifications in the terms addti@oes of such treaty or contract as he
may specify in the order or not to renew such treaty ofrach and, if the insurer fails to comply with such
order, he shall be deemed to have failed to complythélprovisions of this Act.

(2) The Authority may, if he has reason to believe that aménds entering into or is likely to enter into
re-insurance treaties or other re-insurance contracts \@héchot favourable to the insurer or are detrimental
to the public interest, he may, by order, direct thatrikarer shall not enter into such re-insurance treaty or
other re-insurance contract unless a copy of such toeatyntract has been furnished to him in advance and
the terms and conditions thereof have been approved by him #mal iiisurer fails to comply with such
order he shall be deemed to have failed to comply withetpgirements of this Act.

Power of Authority to order closure of foreign branches

34G. Without prejudice to the generality of the powers ewafl by sub-section (1) of Section 34 the
Controller may, if he has reason to believe that the wgrkinany branch outside India of an insurer being
an insurer specified in sub-claué® of clause (9) of Section 2, is generally resulting inss lor that the
affairs of that branch are being conducted in a manmgudgicial to the interests of the policy-holders or the
public interest, he may, after giving an opportunityh® insurer of being heard, direct that the insurer shall
cease, within such period not being less than one year,yaberspecified in the order, to carry on insurance
business in the country in which such branch is situatedf aimel insurer fails to comply with such order he
shall be deemed to have failed to comply with the provisiomisi®fAct.

Search and seizure

34H. (1) Where the Chairperson of the Authority in consequencmfofmation in his possession, has
reason to believe that—

(a) any person who has been required under sub-section (2) 08%&z.produce, or cause to be
produced, any books, accounts or other documents in his custpdyver has omitted or failed
to produce, or cause to be produced, such books, accowtiteodocuments, or

(b) any person to whom a requisition to produce any books, accountsher documents as
aforesaid has been or might be issued mali, or would not, produce or cause to be produced,
any books, accounts or other documents which will beuu$ef, or relevant to an investigation



under sub-sectiofll) of Section 33 or an inspection under sub-section (1&)ad section, or

(c) a contravention of any provision of this Act has been coradir is likely to be committed by
an insurer, or

(d) any claim which is due to be settled by an insurerbeas or is likely to be settled at a figure
higher than a reasonable amount, or

(e) any claim which is due to be settled by an insurer, has dreis likely to be rejected or settled at
a figure lower than a reasonable amount,

) any illegal rebate or commission has been paid dkadylio be paid by an insurer, or

(9) any books, accounts, receipts, vouchers, survey reportsher dbcuments, belonging to an
insurer are likely to be tampered with, falsified or manufacturhe may authorise any
subordinate officer of his, not lower iank than an officer authorized by the Authority (hereafter
referred to as the authorised officer) to-

() enter and search any building or place where he haerrda suspect that such books, accounts
or other documents, or any books or papers relating talaimy, rebate or commission or any
receipts, vouchers, reports or other documents are kept;

(i)  break open the lock of any door, box, locker, saf@ajrah or other receptacle for exercising the
powers conferred by Clause (i) where the keys thereofctr@vailable;

(i)  seize all or any such books, accounts or otteeuments found as a result of such search;

(iv)  place marks of identification on such books, accoontgher documents or make or cause to be
made extracts or copies there from.

(2) The authorised officer may requisition the servigkeany police officer or of any officer of the Centra
Government, or of both, to assist him for all or afhyhe purposes specified in sub-section (1) and it shall be
the duty of every such officer to comply with such redigisi

(3) The authorised officer may, where it is not prattieato seize any such book, account or other
document, specified in sub-section (1), serve an order opdison who is in immediate possession or
control thereof that he shall not remove, part with dreotise deal with it except with the previous
permission of such officer and such officer may take suchssts may be necessary for ensuring
compliance with this sub-section.

(4) The authonsed officer may, during the course of the seas#izure, examine on oath any person who
is found to be in possession or control of any books, accoumther documents, and any statement made
by such person during such examination may thereafter be useiiémee in any proceeding under this
Act.

(5) The books, accounts, papers, receipts, vouchers, repodihier documents seized under subsection (1)
shall not be retained by the authorised officer for a pegiadeding one hundred and eighty days from the
date of the seizure unless the reasons for retainingatine recorded by him in writing and the approval of
the Chairperson of the Authority for such retention is obtained

Provided that the Chairperson of the Authority shall not authoriee retention of the books, accounts,
papers, receipts, vouchers, reports, or other documenta fmriod exceeding thirty days after all the
proceedings under this Act for which the books, accounts, papegspts, vouchers, or other documents are
relevant are completed.

(6) The person from whose custody any books, accounts, papeedpts, vouchers, reports, or other
documents are seized under sub-section (1) may make dbpiesf, or take extracts there from, in the
presence of the authorised officer or any other persgroerred by him in this behalf at such place and
Idle as the authorised officer may appoint in this behalf.

(7) If a person legally entitled to the books, accounts, gapeceipts, vouchers, reports, or other documents
seized under sub-section (1) objects for any reason t@greal given by the Chairperson of the Authority



under sub-section (5), he may make an application to the#al&overnment stating therein the reasons for
such objection and requesting for the return of the booksuats; papers, receipts, vouchers, reports, or
other documents.

(8) On receipt of the application under sub-section (7) thetr@leGovernment may, after giving the
applicant an opportunity of being heard, pass such ordetshanks fit.

(9) The provisions of the Code of Criminal Procedure, 1898 (B368B), relating to searchers and seizures
shall apply, so far as may be, to every search andreaizade under sub-section (1).

(10) The Central Government may, by notification in thecadfi Gazette, make rules in relation to any
search or seizure under this section; in particular, and witrejiidice to the generality of the foregoing
power, such rules may provide for the procedure to be folldwethe authorised officer,—

(i) for obtaining ingress into such building or placeb® searched where free ingress thereto is not
available;

(i) for ensuring safe custody of any books, accountpers receipts, vouchers, reports, or other
documents seized under this section.

Amalgamation and Transfer of Insurance Business
Amalgamation and transfer of insurance business

35. (1) No life insurance business of an insurer specifiedib-clause (a) (ii) or sub-clause (b) of Clause (9)
of Section 2 shall be transferred to any person or traesfdo or amalgamated with the life insurance
business of any other insurer except in accordance witheare prepared under this section and approved
by the Authority.

(2) Any scheme prepared under this section shall set ouadgheement under which the transfer or
amalgamation is proposed to be effected, and shall conteinfarther provisions as may be necessary for
giving effect to the scheme.

(3) Before an application is made to the Authority to apprany such scheme, notices of the intention to
make the application together with a statement of ther@af the amalgamation or transfer, as the case may
be, and of the reason there for shall, at least twotimsobefore the application is made, be sent to the
Authority and certified copies four in number, of eachhaf following documents shall be furnished to the
Authority, and other such copies shall during the two moattiesaid be kept open for the inspection of the
members and policy-holders at the principal and branfitesfand chief agencies of the insurers concerned,
namely:-

(@) adraft of the agreement or deed under which it is proposed ¢otettie amalgamation or
transfer;

(b)  balance-sheets in respect of the insurance business of e#uh iasurers concerned in such
amalgamation of transfer, prepared in the form sehfortPart 1l of the First Schedule and in
accordance with the regulations contained in Part | of thed@ile;

(c) actuarial reports and abstracts in respect of tearifurance business of each of the insurers so
concerned, prepared in conformity with the requirement®at Il of the Fourth and Fifth
Schedules and in accordance with the regulations containeuditihd? the Schedule concerned ;

(d) areport on the proposed amalgamation or transfer, pcepsiran independent actuary who has
never been, professionally connected; with any of thegsactoncerned in the amalgamation or
transfer at any time in the five years precedingddie on which he signs his report;

(e)  any other reports on which the scheme of amalgamatimansfer was founded.

The balance-sheets, reports and abstracts referradausegb), (c)and(d) shall all be prepared as at the
date at which the amalgamation or transfer if approved btitieority is to take effect, which date shall
not be more than twelve months before the date on which thieatjgm to the Authority is made under this
section:



Provided that if the Authority so directs in the case of any ipaldr insurer there may be substituted
respectively for the balance-sheet, report and abstedetred to in Clauses. (b) and (c) prepared in
accordance with this sub-section certified copies of #s balance-sheet and last report and abstract
prepared in accordance with Sections 11 and 13 of thisrA8¢ctions 7 and 8 of the Indian Life Assurance
Companies Act, 1912 (6 of 1912), if that balance-sheet is e ge at a date not more than twelve months,
and that report and abstract as at a date not moreitieayefrs, before the date on which the application to
the Authority is made under this section.

Sanction of amalgamation and transfer by Authority.

36. (1) When any application, such as, is referred to in subese¢3) of Section 35 is made to the
Authority, the Authority shall cause, if for special seas he so directs, notice of the application to be sent
to every person resident in India who is the holder of a lifepalf any insurer concerned and shall cause a
statement of the nature and terms of the amalgamatidransfer, as the case may be, to be published in
such manner and for such period as he may direct, andha#eng the directors and such policy-holders as
apply to be heard and other persons whom he considers ergiteedhieard, may approve the arrangement,
he is satisfied no sufficient objection to the arrangemesnt been established 4 lend shall make such
consequential orders as are necessary to give effdwt srrangement, including orders as to the disposal of
any deposit made under Section 7 or Section 98:

Provided that

(a) no part of the deposit made by any party to the amakiamar transfer shall be returned except
where, after effect is given to the arrangement, the whbldne deposit to be made by the insurer
carrying on the amalgamated business or the person to vileobusiness is transferred is completed,

(b) only so much shall be returned as is no longer regteredmplete the deposit last mentioned in Clause
(a), and

(c) while the deposit last mentioned in Clauagrémains uncompleted, on accession, resulting from the
arrangement, to the amount already deposited by the insamging on the amalgamated business or
the person to whom the business is transferred shall be appeopais payment or part-payment of any
instalment of deposit subsequently due from him under SettiwrSection 98.

(2) If the arrangement involves a reduction of the amounthefinsuranceand other contracts of the
transferor insurer or of any or all of the insurers comee in the amalgamation, the Authority may approve
the arrangement, reducing the amount of such contracts upon sushat&l subject to such conditions as he
may think proper, and the reduction of contracts as approvedbAutiority shall be valid end binding on
all the parties concerned.

Statements required after amalgamation and transfer

37. Where an amalgamation takes place between any two @& imsurers, or where any business of an
insurer is transferred, whether in accordance withherse confirmed by the Authority or otherwise, the
insurer carrying on the amalgamated business or therp&wsvhom the business is transferred, as the case
may be, shall, within three months from the date ofcthapletion of the amalgamation or transfer, furnish
in duplicate to the Authority-

(a) a certified copy of the scheme, agreement or deed undeh Wte amalgamation or transfer has
been effected, and

(b) a declaration signed by every party concerned or icdke of a company by the chairman and the
principal officer that to the best of théielief every payment made or to be made to any person
whatsoever on account of the amalgamation or transtéeiein fully set forth and that no other
payments beyond those set forth have been made or arern@de either in money, policies,
bonds, valuable securities or other property by or with khewledge of any parties to the
amalgamation or transfer, and

(c) where the amalgamation or transfer has not been maatcordance with a scheme sanctioned by
the Authority under Section 36-



(i) balance-sheet in respect of the insurance businesactf of the insurers concerned in such
amalgamation or transfer, prepared in the Form sdt forPart 1l of the First Schedule and in
accordance with the regulations contained in Part | ofS8hkéedule, and

(ii) certified copies of any other reports on which tlthesne of amalgamation or transfer was
founded.

Power of the Authority to prepare scheme of Amalgamation
(37A). (1) If the Authority is satisfied that-

(i) in the public interest; or

(ii) in the interests of the policy-holders; or

(i) in order to secure the proper management of an insurer; or
(iv) in the interests of insurance business of the countawéawle;

it is necessary so to do, he may prepare a schemieefamalgamation of thaisurer with any other insurer
(hereinafter referred to in this section as the tramsfensurer):

Provided that no such scheme shall be prepared unless the othearihasrgiven his written consent to the
proposal for such amalgamation

(2) The scheme aforesaid may contain provisions for ahgrof the following matters, namely:

(a) the constitution, name and registered office, the dapitzets, powers, rights, interests,
authorities and privileges, and the liabilities, duties alsithations of the transferee insurer;

(b)the transfer to the transferee insurer the business,rpesp@ssets and liabilities of the insurer
on such terms and conditions as may be specified in the scheme;

(c) any change in the Board of Directors, or the appa@ntrof a new Board of directors of the
transferee-insurer and the authority by whom, the mannehichyand the other terms and
conditions on which such change or appointment shall be nauk,in the case of
appointment of a new Board of Director or of any directbe period for which such
appointment shall be made;

(d) the alteration of the memorandum and articles of adgwtief the transferee insurer for the
purpose of altering the capital thereof or for such othgpgaes as may be necessary to give
effect to the amalgamatipn

(e} subject to the provisions of the scheme, the continuéyoor against the transferee insurer,
of any actions or proceedings pending against the insurer;

(f) the reduction of the interest or rights which the shaldghrs, policy holders and other
creditors have in or against the insurer before the ammalfian to such extent as the
Authority considers necessary in the public interestnothe interests of the shareholders,
policy-holders and other creditors or for the maintenaficke business of the insurer;

(g) the payment in cash or otherwise to policy-holders,cher creditors in full satisfaction of
their claim,-

(i) in respect of their interest or rights in or againstitiseirer before the amalgamation;
or

(i) where their interest or rights aforesaid in or againstirtkarer has or have been
reduced under clause (f), in respect of such interesgluisras so reduced,;

(h) the allotment to the shareholders of the insureskares held by them therein before the
amalgamation Whether their interest in such shares hasrbdeced under clause (f) or not]
of shares in the transferee insurer and where angtstlders claim payment in cash and not
allotment of shares, or where it is not possible limt ahares to any sharp holders the payment
in cash to those shareholders in full satisfaction of theiime—



(i) in respect of their interest in shares in the insueore the amalgamation; or

(i) where such interest has been reduced under clauser@$pect of their interest in shares as
so reduced;

(i) the continuance of their services of all the empésyef the insurefexcepting such of them as
not being workmen within the meaning of the Industrial DispuAct, 1947 (14 of 1947), are
specifically mentionedn the scheme) in the transferee insurer at the samenezation and
on the same terms and conditions of service, which they gettiag or, as the case may be,
which they were being governed, immediately before the afsthe amalgamation:

Provided that the scheme shall contain a provision that the transfeseeer shall pay or
grant not later than the expiry of the period of three yeaost the date of the amalgamation,
to the said employees the same remuneration and the samteand conditions of service as
are applicable to the other employees of corresponding rastatus of the transferee insurer
subject to the qualifications and experience of the seigl®ees being the same as or
equivalent to those of such other employees of thefemesinsurer:

Provided further that if in any case any doubt or difference ariset® aghether the qualification
and experience of any of me said employees are the sanw ase equivalent to the
qualifications and experience of the other employees oksgponding rank or status of the
transferee insurer, the doubt or difference shall erned to the Authority whose decision
thereon shall be final;

(i) notwithstanding anything contained in clause (i), wharg af the employee, of the
insurer not being workmen within the meaning of the IndaisBisputes Act, 1947 (14
of 1947), are specifically mentioned in the scheme under cléuser where any
employees of the insurer have by notice in writing git@ the insurer or, as the case
may be, the transferee insurer at any time before theyesjpone month next following
the date on which the scheme is sanctioned by the C&ukarnment, intimated their
intention of not becoming employees of the transferee enstine payment to such
employees of compensation, if any, to which they are etitieder the Industrial
Disputes Act, 1947, and such pension, gratuity, provident, fondbther retirement
benefits ordinarily admissible to them under the rulesubhaizations of the insurer
immediately before the date of the amalgamation;

(k) any other terms and conditions for the amalgamatfahe insurer;

() such incidental, consequential and supplemental rsatieare necessary to secure that
the amalgamation shall be fully and effectively carried out

(3) (a) A copy of the scheme prepared by the Authorityl §lgasent in draft to the insurer and also to the
transferee insurer and any other insurer concerned in thigametion, for suggestions and objections, if
any, within such period as the Authority may specifythis purpose.

(b) The Authority may make such modifications, if amythe draft scheme as he may consider necessary in
the light of suggestions and objections received from the insmeralso from the transferee insurer, and
any other insurer concerned in the amalgamation and frorsleargholder, policyholder or other creditor of
each of those insurers and the transferee insurer.

(4) The scheme shall thereafter be placed before the C&uv&rnment for its sanction and the Central
Government may sanction the scheme without any motidicaor with such modifications as it may
consider necessary; and the scheme as sanctioned by thel Gemernment shall come into force on such
date as the Central Government may specify in this behal

Provided that different dates may be specified for different giovis of the scheme

(5) The sanction accorded by the Central Government undesestion (4) shall be conclusive evidence
that all the requirements of this section relating to anmadgin have been complied with and a copy of the
sanctioned scheme certified in writing by an officer hif Central Government to be a true copy thereof,
shall, in all legal proceedings (whether in appeal bentise) be admitted as evidence to the same extent as
the original scheme.



(6) The Authority may, in like-manner, add to, amend or @y scheme made under this section.

(7) On and from the date of the coming into operatioth@fscheme or any provision thereof; the scheme or
such provision shall be binding on the insweras the case may be, on the transferee-insurer arattary
insurer concerned in the amalgamation and also on allhtretsolders, policy-holders and other creditors
and employees of each of those insurers and of the tramsfeiger, and on any other person having any
right or liability in relation to any of those insurerstbe transferee insurer.

(8) On and from such date as may be specified by the C&uxarnment in this behalf, their properties and
assets of the insurer shall, by virtue of and to thenexte®vided in the scheme, stand transferred to, and vest
in, and theliabilities of the insurer shall, by virtue of and to theesttprovided in thescheme, stand
transferred to and become the liabilities of, the trapsfarsurer.

(9) If any difficulty arises in giving effect to the prowsis of the scheme the Central Government may by
order do anything not inconsistent with symiovisions which appears to it necessary or expedierthéor
purpose of removing the difficulty.

(10) Copies of every scheme made under this section aekof order made under sub-section (9) shall be
laid before each House of Parliament, as sasrmay be, after the scheme has been sanctioned by the
Central Government or, as the case may be, the order hambden

(11) Nothing in this section shall be deemed to pretltenamalgamation with an insurer by a single scheme
of several insurers.

(12) The provisions of this section and of any scheme nuader it shall have effect notwithstanding
anything to the contrary contained in any other provisions sfAht or in any other law or any agreement,
award or other instrument for the time being in force.

(13) The provisions of section 37 shall not apply to an amaljamgiven effect to under provisions of this
section.

Assignment or transfer of policies and nominations
Assignment and transfer of insurance policies

38. (1) A transfer or assignment of a policy of life inswre, whether with or without consideration, may be
made only by an endorsement upon the policy itself or $gparate instrument, signed in either case by the
transferor or by the assignor or his duly authorised agent ttesteal by at least one witness, specifically
setting forth the fact of transfer or assignment.

(2) The transfer or assignment shall be complete andtefleapon the execution of such endorsement or
instrument duly attested but except where transfer or assignment is in favour of the insurei slolbe
operative as against an Insurer and shall not confen upe transferee or assignee, or his legal
representative, any right to sue for the amount of olicy or the moneys secured thereby until a notice in
writing of the transfer or assignment if and either thd sadorsement or instrument itself or a copy thereof
certified to be corrediy both transferor and transferee or their duly autbdragents have been delivered to
the insurer:

Provided that where the insurer maintains one or more places d@fdsssin India, such notice shall be
delivered only at the place in s[India] mentioned in the pdiarythe purpose or at his principal place of
business in India.

(3) The date on which the notice referred to in sub-secfpiis(delivered to the insurer shall regulate the
priority of all claims under a transfer or assignmesnbatween persons interested in the policy: and where
there is more then one instrument of transfer or assighie priority of the claims under such instruments
shall be governed by the order in whitle notices referred to in sub-section (2) are delivered.

(4) Upon the receipt of the notice referred to in sub-sec2pntiie insurer shall record the fact of such
transfer or assignment together with the date thereoftendame of the transferee or the assignee and shall,
on the request of the person by whom the notice was giver tloe transferee or assignee, on payment of a



fee not exceeding one rupee, grant a written acknowledgmehe akceipt of such notice; and any such
acknowledgment shall be conclusive evidence against the infiatehe has duly received the notice to
which such acknowledgment relates.

(5) Subject to the terms and conditions of the transfassignment, the insurer shall, from the date of the
receipt of the notice referred to in subsection (2), receghis transferee or assignee named in the notice as
the only person entitled to benefit under the policy, and sudopeshall subject to all liabilities and equities
to which the transferor or assignor was subject at theafahe transfer or assignment and may institute any
proceedings in relation to the policy without obtaining tle@sent of the transferor or assignor or making
him a party to such proceedings.

(6) Any rights and remedies of an assignee or tramsfef a policy of life insurance under an assignment or
transfer affected prior to the commencement of this Aetl snot be affected by the provisions of this
section.

(7) Notwithstanding any law or custom having the force ofttathe contrary, and assignment in favour of a
person made with the condition thasftall be inoperative or that the interest shall pass to stimee person
on the happening of a specified event during the lifetimeéhef person whose life is insured, and an
assignment in favour of the survivor or survivors of a numbpesons shall be valid.

Nomination by policy-holder

39.(1) The holder of a policy of life insurance on his owvig,limay, when effecting the policy or at any time
before the policy matures for payment, nominate the pess@ersons 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 lawéul the policy holder to appoint in the
prescribed manner any person to receive the money segutkd policy in the event of his death during the
minority of the nominee.

(2) Any such nomination in order to be effectual shall, uritdssncorporated in the text of the policy itself,
be made by an endorsement on the policy communicatée togurer and registered by him in the records
relating to the policy and any such nomination may gttane before the policy matures for payment be
cancelled or changed by an endorsement or a furthersent or a will, as the case may be, but unless
notice in writing of any such cancellation or change has deévered to the insurer, the insurer shall not be
liable for any payment under the policy mdmtena fideby him to a nominee mentioned in the text of the
policy or registered in records of the insurer.

(38) The insurer shall furnish to the policy-holder a writtecknowledgment of having registered a
nomination or a cancellation change thereof, and may chafeg ot exceeding one rupee for registering
such cancellation or change.

(4) A transfer or assignment of a policy made in accordartte section 38 shall automatically cancel a
nomination:

Provided that the assignment of a policy to the insurer who béarsats on the policy at the time of the
assignment, in consideration of a loan granted by iti&irer on the security of the policy within its
surrender value, or its reassignment on repayment dbémeshall not cancel a nomination, but shall affect
the rights of the nominee only to the extent of the im&ineterest in the policy.

(5) Where the policy matures for payment during the lifetioh the person whose life is insured or where
the nominee or, if there are more nominees than one, allotihénees die before the policy-holder or his
heirs or legal representatives or the holder of a succesartificate, as the case may be.

(6) Where the nominee or, if there are more nomineesdhana nominee or nominees survive the person
whose life is insured, the amount secured by the polidylsh@ayable to such survivor or survivors.

(7) The provisions of this section shall not apply to any padiclife insurance to which section 6 of the
Married Women's Property Act, 1874 (3 of 1874), applies or hasyatime applied:

Provided that where a nomination made whether before or after edhemencement of the Insurance
(Amendment) Act, 1946 (VII of 1946), in favour of thefevof the person who has insured his life or of his



wife and children or any of them is expressed, wheth@obon the face of the policy as being made under
this section, the said section 6 shall be deemed not to appbt to have applied to the policy.

Commission and Rebates and Licensing of Agents
Prohibition of payment by way of commission or otherwise floprocuring business

40.(1) No person shall after the expiry of six months fromdb@mencement of this Act, pay or contract to
pay any remuneration or reward whether by way ehmission or otherwise for soliciting or procuring
insurance business in India to any person except an insuegygre or an intermediary or insurance
intermediary.

(1A) In this section and section 40A, 41 and 43 references tosurance agent shell be construed as
including references to an individual soliciting or procuringurance business exclusively in the territories
which Immediately before the 1st November, 1956 were ciseghin a Part B State notified in this behalf
by the Central Government in the Official Gazette andlihgla valid licence as an insurance agent under
the law of that Part B State.

(2) No insurance agent shall be paid or contract to be paidapyofwwommission or as remuneration in any
form an amount exceeding, in the case of life insurance lmssifarty per cent of the first year’s premium
payable on any policy or policies effected through him fareper cent of a renewal premium, payable on
such a policy, or, in the case of business of any aflass, fifteen per cent of the premium:

Provided that insurers in respect of life insurance business mly pay during the first ten years of their
business to their insurance agents fifty-five per centheffirst years premium payable on any policy or
policies effected through them and six per cent of the rdrmaemiums payable on such policies:

Provided further that nothing in this sub-section shall applyespect of any policy of life insurance issued
after the 31st day of December, 1950, or in respect ofpatfigy of general insurance issued after the
commencement of the Insurance (Amendment) Act, 1950 (495611

(2A) Save as hereinafter provided, no insurance agent omietkary or insurance intermediary shall be
paid or contract to be paid by way of commission oreasuneration in any form any amount in respect of
any policy not effected through him:

Provided that where a policy of life insurance has lapsed andrnnhat under the terms and conditions
applicable to it be revived without further medical exarigmaof the person whose life was insured thereby,
an insurer, after giving by notice in writing to the insw@ agent through whom the policy was effected if
such agent continues to be an agent of the insist an opjyrtol effect the revival of the policy within a
time specified in the notice, being not less than one mooih fne date of the receipt by him of the notice,
may pay to another insurance agent who effects the reafithe policy an amount calculated at a rate not
exceeding half the rate of commission at which the agent thronghmwhe policy was effected would have
been paid had the policy not lapsed, on the sum payable on refitia¢ policy on account of arrear
premiums (excluding any interest on such arrear premiamg)also on the subsequent renewal premiums
payable on the policy.

(3) Nothing in this section shall prevent the payment uiaghy contract existing prior to the 27th day of
January, 1937, of gratuities or renewal commission to Margsopefvhether an insurance agent within the
meaning of this Act or not, or to his representatives dfierdecease in respect of insurance business
effected through him before the said date.

Limitation of expenditure on commission

40A. (I) No person shall pagr contract to pay to an insurance agent, and no insurance bgkmeseive or
contract to receive by way of commission or remuneratioany form in respect of any policy of life
insurance issued in India by an insurer after the 31st dayeoérmber, 1950, and effected through an
insurance agent, an amount exceeding-

(@ where the policy grants an immediate annuity orfardel annuity in consideration of a single
premium, or where only one premium is payable on the pdlicyper cent of that premium,

(b)  where the policy grants a deferred annuity in consideratiomore than one premium, seven and a



half per cent of the first year's premium, and two per oéetich renewal premium payable on the
policy, and

(c) in any other case, thirty-five per cent of the firsar's premium, seven and a half per cent of the
second and third year's renewal premium, and thereaferpéy cent of each renewal premium
payable on theolicy:

Provided that in a case referred to in clause (c), an insutemngl the first ten years of his business may pay
to an insurance agent and an insurance agent may reoaivesfich an insurer, forty per cent of the first
year's premium payable on the policy:

Provided further that in case referred to in clause (c) whererdie of commission payable on the first
year's premium is equal to or less than twenty-one perticergof, and the rate on the fourth and fifth year’s
premiums does not exceed sis per cent thereof, tleelhsurance Corporation of India may pay to an
insurance agent, and the insurance agent may receive froomityission on the sixth and subsequent year’s
renewal premiums payable on the policy at a rate not exaesth per cent of each renewal premium.

(2) No person shall pay or contract to pay to a special agettho special agent, shall receive or contract to
receive, by way of commission or as remuneration in arm,fan respect of any policy of life insurance
issued in India by an insurer after the 31st day of Déeey1950, and effected through a special agent, an
amount exceeding—

(a) in a case referred to in clause (a) of sub-se€tij) one-half per cent of the premium,

(b) in a case referred to in clause (b) of sub-se¢fiprtwo per cent of the first year's premium payable
on the policy and

(c) in a case referred to in clause (c) of sub-sacfl), fifteen per cent of the first year's premium
payable on the policy:

Provided that in a case referred to in clause (c), an insuremgithe first tenyears of his business, may
pay to a special agent, and a special agent may reftemesuch an insurer, seventeen and a half per cent of
the first year'premium payable on the policy:

Provided further that in a case referred to in clause (c), where tleeafatommission payable on the first
year's premium is equal to or less than twenty-one pertiergof, and the rate on the fourth and fifty year’'s
premiums does not exceed six per cent thereof, tfee lhsurance Corporation of India may pay to an
insurance agent, and the insurance agent may receive froomityission on the sixth and subsequent year’s
renewal premiums payable on the policy at a rate not exwesth per cent of each renewal premium.

(3) No person shall pay or contract to pay to a special ageththospecial agent, shall receive or contract to
receive, by way of commission or remuneration in anynfar respect of any policy of general insurance
issued inindia by an insurer after the COMMENCEMENT OF Insurance éAdment Act, 1968, and
effected through an insurance agent, an amount not exceediag fifer cent of the premium payable on the
policy where the policy relates to fire or marine imswe or miscellaneous insurance.

(4) No person shall pay or contract to pay to a pralcggent, and no principal agent shall receive or
contract to receive, by way of commission or remuneraticamiy form, in respect of any policy of general

insurance issued in India by an insurer after the comemeewt of the Insurance (Amendment) Act, 1950,

and effected through a principal agent, an amount exceeding

(a) in the case referred to in clause (a) of suliese¢8), twenty per cent of the premium payable on the
policy, and

(b) inthe case referred to in clause (b) of that sdbien, fifteen per cent of the policy,

less any commission payable to any insurance agergpectof the said policy:

Provided that the Authority may, in such circumstances and th xtent and for such period as may be
specified, authorise the payment of commission or rematine exceeding the limits specified in this

sub-section to a principal agent of an insurer incorporatedmiciled elsewhere than in India, if such agent
carries out and has continuously carried out in his own offitees on behalf of the insurer which would



otherwise have been performed by the insurer.

(5) Without prejudice to the provisions of section 102 ipees of a contravention of any of the provisions
of the preceding sub-sections by an insurer, any insurageat who contravenes the provisions of
sub-section (1) or sub-section (3) shall be punishable withafirieh may extend to one hundred rupees.

Limitation of expenses of management in life insurancbusiness

40B. (l) Every insurer transacting life insurance businessdialshall furnish to the Controller, within such
time as may be prescribed, statements in the prescrived dertified by an actuary on the basis of
premiums currently used by him in regard to new busimessspect of mortality, rate of interest, expenses
and bonus loading.

(2) After the 31st day of December, 1950, no insurei,shalespect of life insurance business transacted by
him in India, spend as expenses of management in aaegdzal year an amount in excess of the prescribed
limits and in prescribing any such limits regard shall bé tthe size and age of the insurer and the
provision generally Made for expenses of management in théwrerates of insurers:

Provided that where an insurer has spent as such expenses inangnyamount in excess of the amount
permissible under this sub-section, he shall not be deemedeacbntravened the provisions of this section,
if the excess amount so spent is within such limits as redyxed in respect of the year by the Authority
after consultation with the Executive Committee of th&e Lhnsurance Council constituted under section
64-F, by which the actual expenses incurred may exceeapeases permissible under this sub-section.

(3) In respect of any statement mentioned in subsection H@)Authority may require that it shall be
submitted to another actuary, appointed by the insurethioipurpose and approved by the Authority, for
certification by him, whether with or without modificatmn

(4) Every insurer transacting life insurance business in Iidithiscorporate in the revenue account

(a) a certificate signed by the chairman and two directodsbg the principal officer of the insurer,
and an auditor's certificate, certifying that all expsnsemanagement in respect of life insurance
business transacted by the insurer in India have been fullyedelitthe revenue account as
expenses, and

(b) if the insurer in carrying on any other class ofurasce business in addition to life insurance
business an auditor's certificate certifying that all gearincurred in respect of his life insurance
business and in respect of his business other than lifemibusiness have been fully debited in
the respective revenue accounts.

Explanation.—n this section.-
(a) "calendar year" or "year" means, in relation to an insudeo V8 required to furnish returns in
accordance with sub-section (2) of section 16, the perioded\®y the revenue account furnished

by such insurer under clause (b) of that sub-section;

(b) "expenses of management" means all charges wherewvereidovhether directly or indirectly, and

includes-

0] commission payments of all kinds,

(ii) any amount of expenses capitalized,

(i) in the case of an insurer having his principal platdusiness outside India, a proper

share of head office expenses which shall not be lesssizh percentage as may be
prescribed of the total premiums (less re-insurance)vweteluring the year in respect of
life insurance business transacted by him in India,

but does not include in the case of an insurer havingrmsipal place of business in India any
share of head office expenses in respect of life insarbasiness transacted by him outside India.

Limitation of expenses of management in general insurae business

40C. (1) After the 31st day of December, 1949, no insurall,sin respect of any class of general insurance



business transacted by him in India, spend in anyndaleyear as expenses of management including
commission or remuneration for procuring business an anmouexcess of the prescribed limits arid in
prescribing any such limits regard shall be had to theasideage of the insurer:

Provided that where an insurer has spend as such expenses in aany@aount in excess of the amount
permissible under this subsection, he shall not be deemed tadrwvavened the provisions of this section,
if the excess amount so spent is within such limits as redyxed in respect of the year by the Authority
after consultation with the Executive Committee of the Garlasurance. Council constituted under section
64F, by which the actual expenses incurred may exceeekfienses permissible under this sub-section.

(2) Every insurer as aforesaid shall incorporate inrffvenue account a certificate signed by the chairman
and two directors and by the principal officer of the insuead by an auditor certifying that all expenses of

management wherever incurred, whether directly or indireictlyespect of the business referred to in this

section have been fully debited in the revenue accountpasses.

Explanation.—n this section,—
(&) "calendar year" shall have the meaning assigned to ittioset0B;

(b) "expenses of management" means all charges, wherevweednsshether directly or indirectly,
including commission payments of all kinds and, in the chse insurer having his principal place
of business outside India, a proper share of head officensgpewhich shall not be less than such
percentage as may be prescribed, of his gross premiumeénitbat is to saythe premium income
without taking into account premiums or reinsurance ceatedccepted) written direct in India
during the year, but in computing the expenses of management irthadialowing, and only the
following expenses may be excluded, namely

0] in the case of an insurer having his principal place of busindsdia, a share of head
office expenses in respect of general insurance busiressatted by him outside
India not exceeding such percentage of his gross direotipm written outside India
as may be prescribed;

(ii) in the case of an insurer having his principal place of busioetside India, a share of
the expenses of his office in India in respect of geriesalrance business transacted
by him outside India through his office in India, not exceeding pecbentage of his
gross direct premium written outside India through hisceffin India, as may be
prescribed;

(iii) any expenses debited to profit and loss account relagingusively to the
management of capital, and dealings with share holdersaapdoper share of
managerial expenses calculated in such manner as npaigdmibed; and

(iv) any expenses debited to claims in the revenue accountrin Foof Part Il of the
Third Schedule;

(c) "insurance business transacted in India" includes insutaugieess, wherever effected relating
to any property situate in India or to any vessel oraftcegistered in India.

Prohibition of rebates

41. (1)No person shall allow or offer to allow, either direatlyindirectly, as an inducement to any person
to take or renew or continue an insurance in respectyokiad of risk relating to lives or property in India,
any rebate of the whole or part of the commission payableny rebateof the premium shown on the
policy, nor shall any person taking out or renewing or continairmmplicy accept any rebate, except such
rebate as may be allowed in accordance with the publistusghectuses or tables of the insurer:

Provided that acceptance by an insurance agent of commission in cimmetth a policy of life insurance
taken out by himself on his own life shall not be deemduktacceptance of a rebate of premium within the
meaning of this sub-section if at the time of such acoeptdhe insurance agent satisfies the prescribed
conditions establishing that he ibana fideinsurance agent employed by the insurer.

(2) Any person making default in complying with the prasis of this section shall be punishable with fine
which may extend to five hundred rupees.



Licensing of insurance agents

42.(1) The Authority or an officer authorised by him in thihak shall, in the manner determined by the
regulations made by it and on payment of the fee which sbabe determined by the regulations, which
shall not be more than two hundred and fifty rupees, isswEny person making any application in the
manner determined by the regulations, a licence to a&h &ssurance agent for the purpose of soliciting or
procuring insurance business:

Provided that—
(i) in the case of an individual, he does not suffer from anthefdisqualification mentioned in
sub-section (4); and
(i) in the case of a company or firm, any of its diregtor partners does not suffer from any of the
said disqualifications:

Provided further that any licence issued immediately before @mmencement of the Insurance Regulatory
and Development Authority Act, 1999, shall be deemedhdave been issued in accordance with the
regulations which provide for such licence.

(2) A licence issued under this section shall entitlenitlder to act as an insurance agent for any insurer.

(3) A licence issued under this section, after the comemeat of the Insurance Regulatory and
Development Authority Act, 1999, shall remain in force fopeaiod of three years only from the date of
issue, but shall, if the applicant being an individualsdoet, or being a company or firm any of its directors
or partners, does not suffer from any of the disqualifon mentioned in clauses (b), (c), (d), (e), (ea) gnd (f
of sub-section (4) and the application for renewal oflidence reaches the issuing authority at least thirty
days before the date on which the licence ceases to r@nfaite, be renewed for a period of three years at
any one time on payment of the fee determined by thdatgns made by the Authority which shall not be
more than rupees two hundred and fifty, and an additioeabfean amount determined by the regulations
not exceeding rupees one hundred by way of penalty, if thécapph for renewal of the licence does not
reach the issuing authority at least thirty days before tteeatawhich the licence ceases to remain in force.

(3A) No application for the renewal of a licence under $kigtion shall be entertained if the application does
not reach the issuing authority before the licence ceasesain in force:

Provided that the Authority may, if satisfied that undue hardship @dé caused otherwise, accept any
application in contravention of this subsection on paymenheyapplicant of a penalty of seven hundred
and fifty rupees.

(4) The disqualifications above referred to shall be dfiewing:

(a) that the person is a minor;

(b) that he is found to be of unsound mind by a Court of competasdliction;

(c) that he has been found guilty of criminal misappropriatiocrioninal breach of trust or cheating or
forgery or an abetment of or attempt to commit any suénce by a Court of competent
jurisdiction:

Provided that where at least five years have elapsed since thgletion of the sentence imposed on any
person in respect of any such offence, the Authoritil shdinarily declare in respect of such person that his
conviction shall cease to operate as a disqualification uhifeclause;

(d) that in the course of any judicial proceeding relatmgny policy of insurance of the winding up of
an insurance company or in the course of an investigatidheoéffairs of all insurer it has then
found that he has been guilty off or has knowingly partieigan or connived at any fraud,
dishonestly fir misrepresentation against an insuren angured.

(e) that in the case of an individual, he does not possessetjusite qualifications and practical
training for a period not exceeding twelve months, as magpeeified by the regulations made by
the Authority in this behalf;

(ea) that in the case of a company or firm making an @gin under sub-section (1) or sub-section
(3), a director or a partner or one or more of ifgcefs or other employees so designated by it and
in the case of any other person, the chief executiveyHatever name called, or one or more of his



employees designated by him, do not possess the requisitécgtiahs and practical training and
have not passed such an examination as required undersc{epsed (f);

(g) that he violates the code of conduct as may be specifittelregulations made by the Authority.

(5) if it be found that an insurance agent being an individuadrifieing a company or firm contains a
director or partner who is suffering from any of thegdalifications mentioned in sub-section (4), then,
without prejudice to any other penalty to which he mayidigld, the Authority shall, and if the insurance
agent has knowingly contravened any of the provisions of thismfsgt, cancel the licence issued to the
agent under this section.

(6) The Authority may issue @uplicate licence to replace a licence lost, destrayedutilated on payment
of such fee not exceeding rupees fifty as may be deterhby the regulations.

(7) Any person who acts as an insurance agent withoutrigoidiicence issued under this section to act as
such shall be punishable with fine which may extend to firedred rupees., and any insurer or any person
acting on behalf of an insurer, who appoints as an insugem any person not licensed to act as such or
transacts any insurance business in India through any sustnpsrall be punishable with fine which may
extend to one thousand rupees.

(8) Where the person contravening sub-section (7) is a cgmmaa firm, then, without prejudice to any
other proceedings which may be taken against the compafiyme every director, manager, secretary or
other officer of the company, and every partner of thra fivho is knowingly a party to such contravention
shall be punishable with fine which may extend to five thodisapees.

Registration of principal agents, chief agents and spediagents

42A. (1) The Authority or an officer authorised by it ingtbehalf shall in the prescribed manner and on
payment of the prescribed fee, which shall not be mone tivanty-five rupees for a principal agent or a
chief agent and ten rupees for a special agent, regisyeperson who makes an application to him in the
prescribed manner if,—

(a) in the case of an individual, he does not suffer from ahthe disqualifications mentioned in
sub-section (4) of Section 42, or

(b) inthe case of a company or firm, any of its directorgastners does not suffer from any of the said
disqualifications,

and a certificate to Act as a principal agent, chiehage special agent, as the case may be, for the
purpose of procuring insurance business shall be issued to him.

(2) A certificate issued under this section shall entfike holder thereof to act as a principal agent, chief
agent, or special agent, as the case may be, fonauaser.

(3) A certificate issued under this section shall remaifioiice for a period of twelve months only from the
date of issue, but shall, on application made on this behalgnaaved from year to year on production of a
certificate from the insurer concerned that the provisienslauses (2) and (3) of Part A of the Sixth
Schedule in the case of a principal agent, the provisionswsges (2) and (4) of Part B of the said Schedule
in the case of a chief agent, and the provisions of clg@3eand (3) of Part C of the said Schedule in the
case of a special agent, have been complied with, andyomep& of the prescribed fee, which shall not be
more than twenty-five rupees, in the case of a prin@gaht or a chief agent, and ten rupees in the case of a
special agent, and an additional fee of the prescribed amotiakceeding five rupees by way of penalty, in
cases where the application for renewal of the cert#fidaes not reach the issuing authority before the date
on which the certificate ceases to remain in force:

Provided that, where the applicant is an individual, he does not sfrifen any of the disqualifications
mentioned in clauses (b) to (d) of sub-section (4) of sectioand2where the applicant is a company or a
firm, any of its directors or partners does not suifem any of the said disqualifications.

(4) Where it is found that the principal agent, chief agergpecial agent being an individual is, or being a
company or firm contains a director or partner who isesirf§ from any of the disqualifications mentioned
in subsection (4) of section 42, without prejudice to ather penalty to which he may be liable, the
Authority shall, and where a principal agent, chief agemspecial agent has contravened any of the



provisions of this Act may cancel the certificate issueckuthis section to such principal agent, chief agent
or special agent.

(5) The authority which issued any certificate undes Haiction may issue a duplicate certificate to repéac
certificate lost, destroyed or mutilated on paymenthef prescribed fee, which shall not be more than two
rupees.

(6) Any person who acts as a principal agent, chief agemspecial agent, without holding a certificate
issued under this section to act as such, shall bisimbie with fine which may extend to five hundred
rupees, and any insurer or any person acting on behatfiobarer, who appoints as a principal agent, chief
agent or special agent any person not entitled to acicis @& transacts any insurance business in India
through any such person, shall be punishable with fine whighextand to one thousand rupees.

(7) Where the person contravening sub-section (6) is a cgmmaa firm, then, without prejudice to any
other proceedings which may be taken against the compafiyynorevery director, manager, secretary or
any other officer of the company, and every partner of fime who is knowingly a party to such
contravention shall be punishable with fine which may exteritv¢ hundred rupees.

(8) The provisions of sub-sections (6) and (7) shall not téfieeteuntil the expiry of six months from the
commencement of the Insurance (Amendment) Act, 1950.

(9) No insurer shall, on or after the commencement ofrtherance (Amendment) Act, 2002, appointment
or transact any insurance business in India through angipeai agent, chief agent or special agent.

Regulation of employment of principal agents

42B. (1) No insurer shall, after the expiration of seven ydesm the commencement of the Insurance
(Amendment) Act, 1950, appoint, or transact any insurandedsssin India, through a principal agent.

(2) Every contract between an insurer and a princigahtashall be in writing and the terms contained in
Part A of the Sixth Schedule shall be deemed to be incorponatad form part of, every such contract.

(3) No insurer shall, after the commencement of the Inserémendment) Act, 1950 (47 of 1950), appoint
any person as a principal agent except in a presidency-towssuthle appointment is by way of renewal of
any contract subsisting at such commencement.

(4) Within sixty days of the commencement of the Insurgdeeendment) Act, 1950 (47 of 1950), every
principal agent shall file with the insurer concerned a figll of insurance agents employed by him
indicating the terms of the contract between the princigahttand each of such insurance agents, and, if
any principal agent fails to file such a list within the ipdrspecified, any commission payable to such
principal agent on premiums received from the date of expitlyeosaid period of sixty days until the date
of the filing of the said list shall, notwithstanding anwtiiin any contract to the contrary, cease to be so
payable.

(5) A certified copy of every contract as is refertedn sub-section (2) shall be furnished by the insurer to
the Authority within thirty days of his entering into sucontract, and intimation of any change in any such
contract shall be furnished by the insurer with full paricsitthereof to the Authority within thirty days of
the making of any such change.

(6) If the commission due to any insurance agent in résgesny general insurance business procured by
such agent is not paid by the principal agent for anyoreabe insurer may pay the insurance agent the
commission so due and recover the amount so paid from thépptiagent concerned.

(7) Every contract as is referred to in sub-section (3)sisting at the commencement of the Insurance
(Amendment) Act, 1950 (47 of 1950), shall, with respectetons regarding remuneration, be deemed to
have been so altered as to be in accordance with the pravisi sub-section (4) of section 40A.

(8) If any dispute arises as to whether a person is or wasa@pal agenthe matter shall be referred to the
Authority, whose decision shall be final.

(9) Every insurer shall maintain a register in whicld hame and address of every principal agent appointed
by him, the date of such appointment and the date, ifanwhich the appointment ceased shall be entered.



Regulation of employment of chief and special agents

42C. (1)Every contract between art insurer carrying on life iasoe business and a chief agent shall be in
writing, and shall specify the area (not being less inmgxtean a district or the equivalent thereof) for which

the chief agent is appointed, and the terms contained irBR#rthe Sixth Schedule shall be deemed to be
incorporated in, and form part of, every such contract.

(2) No chief agent shall, either directly or through insuragsnts or special agents employed by or through
him procure life insurance business for the insurer or aep outside the area for which he has been
appointed or In any area for which another chief agenbbas appointed or in any area in which the head
office or any branch office of the insurer is operatiaiggd neither the head office nor any branch office of
the insurer shall operate in any area for which a @geht has been appointed:

Provided that nothing in this sub-section shall be deemed to prohibhiehd office of an insurer which had
been operating at the commencement of the Insurance (AmendkeentP50; for a period of not less than
ten years before such commencement within the municipaisliafi any town where the head office is
situate, and a chief agent who, in pursuance of an agreémemiting, had been operating for a similar
period within such limits, from continuing to operatehiitthe said limits:

Provided further that nothing in this sub-section shall be deeneoeg@rohibit an insurance agent from
procuring life insurance business in or from any area and ilingrthe proposals direct to the principal
office of the insurer in India.

(3) Within sixty days of the commencement of the Insurgdgaendment) Act, 1950, every chief agent
shall file with the insurer concerned a full list of theurance agents employed by him, indicating the terms
of the contract between the chief agent and each of suatait® agents and the business secured by each
of such agents, and if any chief agent fails to filehsadist within the period specified, any commission
payable to such chief agent on premiums received fromattegeadl the expiry of the said period of sixty days
until the date of the filing of the said list shall, notwitdrgling anything in any contract to the contrary,
cease to be so payable.

(4) Every contract between an insurer carrying on life immgdusiness and a special agent, or between a
chief agent of such insurer and a special agent, baah writing and the terms contained in Part C of the
Sixth Schedule shall be deemed to be incorporated irfoamdpart of, every such contract:

Provided that the Authority may, in the case of a contract betwa co-operative life insurance society as
defined in clause (b) of sub-section (1) of section 95 anut@perative society registered under the Indian
Co-operative Societies Act, 1912 (2 of 1912), or underahgr law for the time being in force and acting
as a special agent, alter, to such extent as he think# fit, any of the said terms.

(5) A certified copy of every contract as is referrethteub-section (1) or sub-section (4) shall be furnished
by the insurer or the chief agent to the Authority witthirty days of his entering into such contract, and
intimation of any change in any such contract shalluoeished by the insurer or the chief agent with full

particulars thereof to the Authority within thirty dayistioe making of any such change.

(6) No such contract as is referred to in sub-secfipor sub-section (4) shall be entered into or renewed for
a period exceeding ten years at any one time and notavitliag the terms of any contract to the contrary,

no option to renew any such contract given to any of thiiepashall be enforceable without the consent of

the other.

(7) Every contract between an insurer and a persongaotinbehalf of such insurer who, before the
commencement of the Insurance (Amendment) Act, 1950), hasdmploying insurance agents for the
purpose of life insurance business, which is subsisting om sommencement, shall terminate after the
expiration of ten years from such commencement, if it doeserminate earlier:

Provided that every such contract shall be modified by théigmbefore the 1st day of January, 1951, to
bring it into conformity with this act, and ant, such nfiedition shall-

0] as respects remuneration, whether in respect of busiltesslyaprocured or in respect of
business to be procured thereafter, be such as may be m#gedked upon between the
parties, subject in the case of remuneration payable omesssiprocured before such



commencement, to a maximum of an overriding commissigwamand a half per cent. plus
a further commission not exceeding three and three-quarteeperon premiums in respect
of which no commission is payable to any insurancetagen

(ii) be deemed to include all the terms specified in Pant Bart C of the Sixth Schedule, as the
case may be:

Provided further that, in the event of any dispute as to the terms of ashfcontract, the matter shall be
referred to arbitration

(8) Any such contracas is referred to in sub-section (7) which was subsgjstin the Ist day of January,
1949, but has terminated or has been terminated befor@mmmencement of the Insurance (Amendment)
Act, 1950, shall be subject to the maximum limits specifiiedlause (i) of the proviso to sub-secti@f) as
respects remuneration, if any, payable on business prbbafere the termination of the contract.

(9) Nothing in this section shall be deemed to prevent angiadpagent from receiving any renewal
commission on policies effected through him as an insurance ageny time before his appointment as
such special agent.

(10) If any dispute arises as to whether a personvgas a chief agent or a special agent for the purpses
this Act, the matter shall be referred to the Authonityose decision shall be final.

(11) Every insurer shall maintain a register in whiah tame and address of every chief agent appointed by
him, the date on which the appointment was made and theifdatey, on which the appointment ceased
shall be entered, and a separate register in whichasipelrticulars relating to every special agent shall be
entered, and every chief agent shall maintain a regist@hich similar particulars relating to every special
agent appointed by him shall be entered.

Issue of licence to intermediary or insurance interradiary

42D. (1) The Authority or an officer authorized by it in thishalf shall, in the manner determined by the
regulations made by the Authority and on payment of the de¢ermined by the regulations made by the
Authority, issue to any person making an application innia@ner determined by the regulations, and not
suffering from any of the disqualifications herein mentionedicence to act as an intermediary or an
insurance intermediary under this Act:

Provided that,-

(a) in the case of an individual, he does not suffer from arthefdisqualifications mentioned in sub-
section (4) of section 42, or

(b) in the case of a company or firm, any of its directorgastners does not suffer from any of the said
disqualifications.

(2) A licence issued under this section shall entitlehiblder thereof to act as an intermediary or insurance
intermediary.

(3) A licence issued under this section shall remain ireffoc a period of three years only from the date of
issue, but shall, if the applicant, being an individual dagsor being a company or firm any of its directors
or partners does not suffer from any of the disqualificetimentioned in clausel)( (c), (d), (¢) and €) of
sub-section (4) of section 42 and the application for renefll@emce reaches the issuing authority at least
thirty days before the date on which the licence cease=main in force, be renewed for a period of three
years at any one time on payment of the fee, deternbgetthe regulations made by the Authority and
additional fee for an amount determined by the regulationisgxceeding one hundred rupees by way of
penalty, if the application for renewal of the licertes not reach the issuing authority at least thirty days
before the date on which the licence ceases to remainci. fo

(4) No application for the renewal of a licence under taigisn shall be entertained if the application does
not reach the issuing authority before the licence ceasesain in force:

Provided that the Authority may, if satisfied that undue hardship @dé caused otherwise, accept any
application in contravention of this sub-section on paymenthieyapplication of the penalty of seven
hundred and fifty rupees.



(5) The disqualifications above referred to shall be dfiewing: -
(a) that the person is a minor;

(b) that he is found to be a unsound mind by a court of competemtijtias;

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

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

(d) that in the course of any judicial proceedings relatingny policy of insurance of the winding up
of an insurance company or in the course of an investigafitme affairs of an insurer it has been
found that he has been guilty of or has knowingly participatedriconnived at any fraud
dishonestly or misrepresentation against an insurer orsaneid;

(e) that he does not possess the requisite qualifications actitpldraining for a period not exceeding
twelve months, as may be specified by the regulations imattee Authority in this behalf;

(f) that he has not passed such examinations as may be speyified tegulations made by the
Authority in this behalf;

(g) that he violates the code of conduct as may be specifiittlregulations made by the Authority.

(6) If it be found that an intermediary or an insurancerimediary suffers from any of the foregoing
disqualifications, without prejudice to any other penalty to whiehmay be liable, the Authority shall, and
if the intermediary or an insurance intermediary has knghy contravened any provisions of this Act may
cancel the licence issued to the intermediary or insurateenediary under this section.

(7) The Authority may issue a duplicate licence to repéatieence lost, destroyed or mutilated, on payment
of such fee, as may be determined by the regulations byaithe Authority.

(8) Any person who acts as an intermediary or an insurateenediary without holding a licence issued
under this section to act as such, shall be punishaliefiwe, and any insurer or any person who appoints
as an intermediary or an insurance intermediary or argopenot licensed to act as such or transacts any
insurance business in India through any such person bghpiinishable with fine.

(9) Where the person contravening sub-section (8) is a eomgaa firm, then, without prejudice to any
other proceedings which may be taken against the compafiynprevery director, manager, secretary or
other officer of the company, and every partner of th fivho is knowingly a party to such contravention
shall be punishable with fine.

Commission, brokerage or fee payable to intermediary or ingance intermediary

42E. (1) No intermediary or insurance intermediary shall be paiccantract to be paid by way of
commission, fee or as remuneration in any form, an amexceeding thirty per cent of the premium
payable as may be specified by the regulations made bAutierity, in respect of any policy or policies
effected through him:

Provided that the Authority may specify different amounts payableway of commission, fee or as
remuneration to an intermediary or insurance intermediadifferent classes of business of insurance.

(2) Without prejudice to the provisions contained in this &w, Authority may, by the regulations made in
this behalf, specify the requirements of capital, formbasiness and other conditions to act as an
intermediary or insurance intermediary.

Register of insurance agents

43. (I) Every insurer and every person who acting on behalh ahsurer employs insurance agents shall
maintain a register showing the name and address of esemance agent appointed by him and the date on
which his appointment began and the date, if any, on whiciplpisintment ceased.

Prohibition of cessation of payments of commission

44. (1) Notwithstanding anything to the contrary contained in eontract between any person and an
insurance agent providing for the forfeiture or stoppagepafment of renewal commission to such

insurance agent, no such person shall, in respect ofnigrance business transacted in India, refuse
payment to an insurance agent of commission due to himrawad premium under the agreement by

reason only of the termination of his agreement, excegtdad:



Provided that-

(a) such agent ceases to act for the insurer concernedtadt@entral Government has notified in the
official Gazette that it is satisfied that the circaamges in which the said insurer is placed are
sucks as to justify the agent's ceasing to act for him; or

(b) such agent has served the insurer continually and exclysiveéspect of life insurance business
for at least five years and policies assuring altsum of not less than fifty thousand rupees
effected through him for the insurer were in force on @aodene year before his ceasing to act as
such agent for the insurer, and that the commission on arm@emiums due to him does not
exceed four per cent in any case; or

(c) such agent has served the insurer continually and exdldoreat least ten years and after his
ceasing to act as such agent he does not directly ordtigismlicit or procure insurance business
for any other person.

Explanation.—For the purpose of this sub-section, service of an insaragent under a chief agent of the
insurer, whether before or after the commencement ofnhweance (Amendment) Act, 1950 (47 of 1950),
shall be deemed to be service under the insurer.

(2) Any commission payable to an insurance agent underthvésions of clause (b) and (c) of the proviso
to sub-section (1) shall, notwithstanding the death@®fagent, continue to be payable to his heirs for so long
as such commission would have been payable had such insagemeeen alive.

Power to call for information

44A. For the purposes of ensuring compliance with the provisibsections 40A, 40B, 40C, 42B and 42C
the Authority may by notice,—

(a) require from an insurer, principal agent, chief agenspecial agent such information, certified
if so required by an auditor or actuary, as he may consetgssary;

(b) require an insurer, principal agent, chief agent, or spageht to submit for his examination as
the principal place of business of the insurer in 1lIndiay, book of account, register or other
document, or to supply any statement which may be $pedif the notice;

(©) examine any officer of an insurer or a principal ageigfcagent or special agent on oath, in
relation to any such information, book, register, document @ttt and administer the oath
accordingly;

and an insurer, principal agent, chief agent or special afpatitcomply with any such requirement within
such time as may be specified in the notice.

Special provisions of law
Policy not to be called in question on ground of mis-stament after two years

45. No policy of life insurance effected before the commencérnokthis Act shall after the expiry of two
years from the date of commencement of this Act and noypof life insurance effected after the coming
into force of this Act shall, after the expiry calfdwears from the date on which it was effected be called
guestion by an insurer on the ground that statement made prdpesal or in any report of a medical
officer, or referee, or friend of the insured, or in arlyer document leading to the issue of the policy, was
inaccurate or false, unless the insurer shows that suelmstat was on a material matter or suppressed facts
which it was material to disclose and that it was fréemlly made by the policy-holder and that the
policy-holder knew at the time of making it that the steat was false or that it suppressed facts which it
was material to disclose:

Provided that nothing in this section shall prevent the insurer fromngafior proof of age at any time if he
is entitled to do so, and no policy shall be deemeaktoalled in question merely because the terms of the
policy are adjusted on subsequent proof that the age difélinsured was incorrectly stated in the proposal.



Application of the law in force in India to policies ssued in India

46.The holder of a policy of insurance issued by an insureespect of insurance business transacted in
India after the commencement of this Act shall haveritiet, notwithstanding anything to the contrary
contained in the policy or in any agreement relating tbereceive payment in India of any sum secured
thereby and to sue for any relief in respect of the patigny court of competent jurisdiction in India; and if
the suit is brought in India any question of law arising in cotime with any such policy shall be
determined according to the law in force in India:

Provided that nothing in this section shall apply to a policy of imainsurance
Payment of money into Court

47. (1) Where in respect of any policy of life insuranceuriag for payment an insurer is of opinion that
by reason of conflicting claims to or insufficiency of pradftitle to the amount secured thereby or for any
other adequate reason it is impossible otherwise forrtherér to obtain a satisfactory discharge for the
payment of such amount, the insurer may, apply to pay the armbarthe Court within the jurisdiction of
which is situated the place at which such amount is paymidler the terms of the policy or otherwise.

(2) A receipt granted by the Court for any such payrséatl be a satisfactory discharge to the insurer for
the payment of such amount.

(3) An application for permission to make a payment intorConder this section, shall be made by a
petition verified by an affidavit signed by a principafioér of the insurer setting forth the following
particulars, namely:

(a) the name of the insured person and his address;

(b) if the insured person is deceased, the date and placed#fdils

(c) the nature of the policy and the amount secured by it;

(d) the name and address of each claimant so far as is kioaWe insurer with details of every notice
of claim received;

(e) the reasons why in the opinion of the insurer satigfgctlischarge cannot be obtained for the
payment of the amount; and

(f) the address at which the insurer may be served withenotiany proceeding relating to disposal of
the amount paid into Court.

(4) An application under this section shall not be entertaiyetthe Court if the application is made before
the expiry of six months from the maturing of the policy byisad, or from the date of receipt of notice by
the insurer of the death of the insured, as the case enay b

(5) If it appears to the Court that a satisfactory disehéwgthe payment of the amount cannot otherwise be
obtained by the insurer it shall allow the amount to bel o Court and shall invest the amount in
Government securities pending its disposal.

(6) The insurer shall transmit to the Court every notfcelaim received after the making of the application
under sub-section (3), and any payment required by the @swbsts of the proceedings or otherwise in
connection with the disposal of the amount paid into Cehall as to the cost of the application under
sub-section (3) be borne by the insurer and as to anyahes be in the discretion of the Court.

(7) The Court shall cause notice to be given to every asoedt claimant of the fact that the amount has
been paid into Court, and shall cause notice at the castyoflaimant applying to withdraw the amount to
be given to every other ascertained claimant.

(8) The Court shall decide all questions relating to theadial of claims to the amount paid into Court.
Claims on small life insurance policies

47A (1) In the event of any dispute relating to the settlerogatclaim on a policy of life insurance assuring
a sum not exceeding two thousand rupees (exclusive of afiy @rbonus not being a guaranteed profit or

bonus) issued by an insurer in respect of insurance busiaesadted in India, arising between a claimant
under the policy and the insurer who issued the policy ootieswise assumed liability in respect thereof,



the dispute may at the option of the claimant be referrecetdaithority for decision and the Authority may,
after giving an opportunity to the parties to be heard and mfa&ing such further inquires as he may think
fit, decide the matter.

(2) The decision of the Authority under this sub-sectionldigfinal and shall not be called in question in
any Court, and may be executed by the Court which would bese competent to decide the dispute if it
had not been referred to the Authority as if it wore eele passed by that Court.

(3) There shall be charged and collected in respect afuties of the Authority under this section such fees
whether by way of percentage or otherwise as may berjiyed.

Directors of insurers being companies

48. (1) Where the insurer is a company incorporated under thanli@dmpanies Act, 1913 (7 of 1913), or
under the Indian Companies Act, 1882 (6 of 1882), or under thenrCompanies Act, 1866 (10 of 1866),
or under any Act repealed thereby, and carries on thedsssof life insurance, not less than one-fourth of
the whole number of the directors of the company the nutobee elected not being less than two in any
case shall notwithstanding anything to the contrary in thiel@s of Association of the company be elected
in the prescribed manner by the holders of policies efitifurance issued by the company.

(2) Only and all persons holding otherwise than as assigneegpdf life insurance issued by the company

of such minimum amount and having been in force for suchnmimi period as may be prescribed shall

unless disqualified under sub-section (2A) be eligible fect®mn as directors under sub-section (1), and
only and all persons holding policies of life insuranceéssby the company and having been in force at the
time of the election for not less than six months shall lggboddi to vote at such elections:

Provided that the assignment of a policy to the persons who tookheupolicy shall not disqualify that
person for being eligible for election as a director usdérsection (1)

(2A) A person shall be ineligible for election as a diog, under subsection (1) of any company if he is a
director, officer, employee, or legal or technical adviof that company, or any other insurer, and shall
cease to be a director under sub-section (1) if afemtieh he acquires any disqualification specified in this
sub-section or no longer holds the qualifications requiyeslulb-section (2):

Provided that nothing in this sub-section shall disqualify asparwho is an elected director under
sub-section (1) and is not otherwise disqualified under tiissection, from being re-elected:

Provided further that the Authority may exempt any directoracsubsidiary company of the insurer from
any disqualification imposed by this sub-section

(3) The Central Government may, for such period, or to suemieahd subject to such conditions as may be
specified by it in this behalf, exempt from the operatiothif section—

(a) any mutual Insurance Company as defined in clause (ajbe$extion (1) of section 95 in respect
of which the Authority certifies that in his opinion owitg conditions governing membership of
the company or to the nature of the insurance contracts akeerby it the application of the
provisions of this section to the company is practicable, or

(b) any company in respect of which the Authority certiftest in opinion the company, have taken all
reasonable steps to achieve compliance with the provisibtisisosection, has been unable to
obtain the required number of directors with the requiredifpagions.

(4) This section shall not take effect, in respect of emypany in existence at the commencement of this
Act, until the expiry of one year there from, and in respafctany company incorporated after the
commencement of this Act, until the expiry of two yearanfrthe date of registration to carry on life
insurance business.

Life Insurance agents not to be directors of life instance companies

48A. No insurance agent who solicits or procures life inswdnsiness, and no chief agent or special agent
shall be eligible to be or remain a director of any iagae company carrying on life insurance business:

Provided that any director holding office at the commencemenhefinsurance (Amendment) Act, 1946 (6



of 1946), shall not become ineligible to remain a directordason of this section until the expiry of six
months from the commencement of that Act.

Further provision regarding directors

48B. (1) An insurer specified in sub-clauge) of clause (9) of section 2 and carrying on life insurance
business shall not have a common director with anotherissigter.

(2) The Authority may, for such period, to such extent smbject to such conditions as it may specify,
exempt from the operation of this | section—

(&) any insurer, who is a subsidiary company of anotherensar

(b) two or more insurers, for the purpose of facilitatingtlanalgamation or the transfer of business of
one insurer to the other.

Appointment of additional directors
48C.[Repealed by the Insurance (Amendment) Act, 1968(62 of L968).
Restriction on dividends and bonuses

49(1) No insurer, being an insurer specified in sub-cldapéi) or sub-clause (b) of clause (9) of section 2,
who | carries on the business of life insurance or ahgratlass or subclass of insurance business to which
Sec. 13 applies, shall, for the purpose of declaring ompagmy dividend to shareholders or any bonus to
policy-holders or of making any payment in services of dalgentures, utilize directly or indirectly any
portion of the life insurance fund or of the fund of such othesaasub-class of insurance business, as the
case may be, except a surplus shown in the valuation begdhregin such form as may be specified by the
regulations made by the Authority submitted to the Authas part of the abstract referred to in Section 15
as a result of an actuarial valuation assets and liabilif the insurer; nor shall he increase such surplus by
contributions out of any reserve fund or otherwise urdes$ contributions have been brought in as revenue
account applicable to that class or sub-class of insurbusmess on or before the date of the valuation
aforesaid, except when the reserve fund is made up swlétgnsfers from similar surpluses disclosed by
valuations in respect of which returns have been submitétketAuthority under Section 15 of this Act or
to the Central Government under Section 11 of the Indian LifarAsse Companies Act, 1912 (6 of 1912):

Provided that payments made out of any such surplus in serviaayflebentures shall not exceed fifty per
cent. of such surplus including any payment by way of istese the debentures, and interest paid on the
debentures shall not exceed ten per cent of any such surplys ekeze the interest paid on the debentures
is offset against the interest credited to the funfieds concerned in deciding the interest basis adopted in
the valuation disclosing the aforesaid surplus:

Provided further that the share of any such surplus allocated to orvesdor the shareholders (including
any amount for the payment of dividends guaranteed to them, whmstheay of first charge or otherwise)
shall not exceed such sums as may be specified by therAutiod such share shall in no case exceed ten
percent of such surplus in case of participating policiesranther cases the whole thereof.

(2) For the purposes of sub-section (1) the actual améumt@me-tax deducted at source during the period
following the date as at which the last preceding valuatiag made and preceding the date as at which the
valuation in question is made may be added to such suafiless deducting an estimated amount for
income-tax on such surplus, such addition and deduction beowgnsim an abstract of the report of the
actuary referred to in sub-section (1) of section 13.

Notice of options available to the assured on the lapsing afpolicy

50. An insurer shall, before the expiry of three months from the @atehich the premiums in respect of a
policy of life insurance were payable but not paid, give naticéhe policy-holder informing him of the
options available to him unless these are set forth indleyp

Supply of copies of proposals and medical reports

51. Every insurer shall, on application by a policy-holder amghayment of a fee not exceediage



rupee, supply to the policy-holder certified copiestlod questions put to him and his answers thereto
contained in his proposal for insurance and in the medipattsupplied in connection therewith.

Prohibition of business ondividing principle

52. (I) No insurer shall after the commencement of this bsgin, or after three years from that date
continue to carry on, any business upon the dividing prindipde,is to say, on the principle that the benefit
secured by a policy is not fixed but depends either whollyaoty on the results of a distribution of certain
sums amongst policies becoming claims within certairedimits, or on the principle that the premiums
payable by a policy-holder depend wholly or partly on miobenber of policies becoming claims within
certain time-limits:

Provided that nothing in this section shall be deemed to prevemsurer from allocating bonuses to
holders of policies of life insurance as a result of gopéal actuarial valuation either as reversionary
additions to the sums insured or as immediate cash bonuséeowise:

Provided further that an insurer who continues to carry onanserbusiness on the dividing principle
after the commencement of this Act shall withhold frastribution a sum of not less than forty per cent of
the premiums received during each year after the commencerhéms Act in which such business is
continued so as to make up the amount required for investmdat Section 27.

(2) On the expiry of the period of three years reféteein sub-section (1), or on the insurer's ceasing before
such expiry but at any time after the commencement ofnthednce (Amendment) Act, 1941 (13 of 1941),
to carry on business on the dividing principle, the insunef $orthwith cause an investigation to be made
by an actuary, who shall determine the amount accumulatedfahe contributions received from the
holders of all policies to which the dividing principle appliand the extent of the claims of those
policy-holders against the realisable assets of the in@amdrshall, before the expiration of six months from
the date on which he is entrusted with the investigatiotkermacommendations regarding the distribution,
whether by cash payment or by the allocation of paid-upipslior by a combination of both methods, of
such assets as he finds to appertain to such policy-holdgrtha insurer shall, before the expiry of six
months from the date on which the actuary make his recodatiens, distribute such assets in accordance
with those recommendations.

(3) Where at any time prior to the commencement of therdmee (Amendment) Act, 1941 (13 of 1941), an

insurer has to carry on business on the dividing princtpke,insurer shall before the expiration of two

months from the commencement of that Act, reporhé&Authority the measures taken or proposed by him
for the distribution among holders of policies to whick thividing principle applies of the assets due to
them; and the Authority may either sanction such measuresfuse his sanction, and, if he refuses his
sanction or if the insurer does not report to him as reduy this sub-section, the provisions of sub-section
(2) shall apply to the insurer forthwith.

Mismanagement by Administrator
When Administrator for management of insurance busines may be appointed

52A (1) If at any time the Authority has reason to haiéhat an insurer carrying on life insurance business
is acting in a manner likely to be prejudicial to the iests of holders of life insurance policies, he may,

after giving such opportunity to the insurer to be heard akihkstfit, make a report thereon to the Central

Government.

(2) The Central Government, if it is of opinion after cdesing the report that it is necessary or proper to do
so, may appoint an Administrator to manage the affsithe insurer under the direction and control of the
Authority.

(3) The Administrator shall receive such remuneratiothe<entralGovernment may direct and the Central
Government may at any time cancel the appointment gpoirst some other person as Administrator.

(4) The management of the business of the insurer shalh and after the date of appointment of the
Administrator vest in such Administrator, but except with teave of the Authority the Administrator shall
not issue any further policies.

(5) As on and after the date of appointment of the Admingstrany person vested with any such



management immediately prior to that date shall be didedtthat management.

(6) The Authority may issue such directions to the Administrasoto his powers and duties as he deems
desirable in the circumstances of the casel the Administrator may apply to the Authority ay ime for
instructions as to the manner in which he shall conducinmreagement of the business of the insurer or in
relation to any matter arising in the course of suchagament.

Powers and duties of the Administrator

52B (1) The Administratorshall conduct the management of the business of the insitteths greatest
economy compatible with efficiency and shall, as soon asbagossible, file with the Authority a report
stating which of the following courses is in the circuanses most advantageous to the general interests of
the holders of life insurance policies, namely:-

(a) the transfer of the business of the insurer to suitrex insurer:

(b) the carrying on of its business by the insurer (whetftérthe
policies of the business continued for the originan insured with the
addition of bonuses that attach to the policigsroreduced amounts);

(c) the winding up of the insurer; and
(d) such other course as he deems advisable.

(2) On the filing of the report with the Authority, theuthority may take such action as he thinks fit for
promoting the interests of the holders of life insurgmalécies in general.

(3) Any order passed by the Authority under sub-sections(®ll be binding on all persons concerned, and
shall have effect notwithstanding anything in the memoranduantiotes of association of the insurer, or a
company.

Powers of Administrator respecting property liable to atachment under Section 106

52BB. (1) If the Administrator is satisfied that apgrson has rendered himself liable to be proceeded
against under Section 106, he may, pending the institutigpraafeedings against such person under that
section, by order in writing, prohibit him or any other parfrom transferring or otherwise disposing of any
property which, in the opinion of the Administrator, woblg liable to attachment in proceedings under that
section.

(2) Any person aggrieved by an order made by the Administusider sub-section (1) may, within fourteen
days from the date on which the orderserved on him, appeal against such order to the Central
Government, and the Central Government may pass suchtloedeon as it thinks fit.

(3) An order made by the Administrator under sub-sectidpishall, subject to any order made by the Central
Government on appeal, be in force for a period of thmeaths from the date of the order unless, before the
expiry of the said period, an application is made under sates (1) of Sec. 106 to the Court competent to
exercise jurisdiction under that sub-section, and when suappitation is made, the order shall, subject to
any order made by that Court, continue in force asvifeite an order of attachment made by that Court in
proceedings under that section.

(4) An order made by the Administrator under this sectioli,sha

(a) in the case of an order affecting a corporation o, fire served in
the manner provided for the service of summonslé2 of Order XXIX or
rule 3 of Order XXX, as the case may be, in thst Hchedule to the Code of
Civil Procedure, 1908 (5 of 1908), and

(b) in the case of an order affecting a person not being aratigroor
firm, be served on such person -

0] personally, bydelivering or tendering to him the order, or
(ii) by post, or



(i)  where the person cannot be found, by leaving a copy of the ortftesomeadult
male member of his family or by affixing sucbpyto someconspicuougart of
the premises in which he is known to have last resttezhrriedon business or
personally worked for gain.

and every such order shall also be published in the officiabte.

(5) If any question arises whether a person was duly demith an order under sub-section (4), the
publication of the order in the official Gazette shall beatusiveproof that the order was so served, and a
failure to comply with the provisionef Clause (a) or Clause (b) of sub-section (4) shallaffect the
validity of the order.

(6) Notwithstanding anything contained In this sections aopgty in respect of which an order has been
made by the Administrator may, with the previous permissigheoAdministrator and subject to such terms
and conditions as he may impose, be transferred or otleetligisosed of.

(7) Notwithstanding anything contained in any other law fortihee being in force, the transfer or other
disposition of any property in contravention of any order madiéydministrator under this section or of
any terms and conditions imposed by him shall be void.

(8) For the purpose of enabling him to form an opinioncasvhether any property would be liable to
attachment in proceedings under Sec. 106 or for the purpeaseblfing him to institute proceedings under
that section, the Administrator may require any person toshuiinformation on such points or matters as, in
the opinion of the Administrator, may be relevant for thepose, and any person so required shall be
deemed to be legally bound to furnish such information withénnbeaning of Sec. 176 of the Indian Penal
Code (45 of 1860).

(9) The Administrator shall have all the powers of a awailirt under the Code of Civil Procedure, 1908 (5
of 1908), while trying a suit in respect of the followingttees, namely:

(a) summoning and enforcing the attendance of withnessdgxamining them on oath;
(b) requiring the production of documents; and
(c) receiving evidence on affidavits,

and any proceeding before the Administrator under thisoseshall be deemed to be a judicial proceeding
within the meaning of Sections 193 and 228 of the Indian Reodé (45 of 1860).

(10) Save as provided in this section or in Section 106, amdthstanding anything contained in any other
law for the time being in force,—

(&) no suit or other legal proceeding shall lie in any Ctmrset aside or modify any order of the
Administrator or the Central Government made i section, and

(b) no Court shall pass any decree, grant any injunctiamake any other order which shall have the
effect of nullifying or affecting in any wayy such order.

Cancellation of contracts and agreements

52C. The Administrator may, at any time during the continuanfcei® appointment with respect to an

insurer and after giving an opportunity to the persons concemdak theard, cancel or vary (either

unconditionally or subject to such conditions as he thfitkd impose) any contract or agreement (other
than a policy) between the insurer @/ other person which the Administrator is satisfied is prejabto

the interest of holders of life insurance policies.

Termination of appointment of Administrator
52D. If at any time, on a report made by the Autharityhis behalf, it appears to the Central Government

that the purpose of the order appointing the Administratorbleas fulfilled or that for any reason it is
undesirable that the order of appointment should remain ae fohe Central Government may cancel the



order and thereupon the Administrator shall be divested oh#dmagement of the insurance business which
shall, unless otherwise directed by the Central Governragatn vest in the person in whom it was vested
immediately prior to the date of appointment of the Adstiator.

Finality of decision appointing Administrator

52E. Any order or decision of the Central Government magheiisuance of Section 52-A or Section 52-D
shad be final and shall not be called in question in any Court.

Penalty for withholding documents of property from Administrator
52 F If any director or officer of the insurer or arper person fails to deliver to the Administrator any
books of account, registers, or any other documents in his gustiading to the business of the insurer the
management of which has vested in the Administratoret@ins any property of such insurer, he shall be
punishable with imprisonment which may extend to six monthsyith fine which may extend to one
thousand rupees, or with both.
Protection of action taken under Sections 52-A to 52-D
52G No suit, prosecution or other legal proceeding shall lienagan Administrator for anything which is
in good faith done or intended to be done in pursuafic®ection52-A, Section 52-B, Section 52-BB or
Section 52-C.
(2) No suit or other legal proceeding shall lie against@eatral Government or the Authority for any
damage caused- or likely to be caused by anything wkighgood faith done or intended to be done under
Section 52-A, Section 52-B, or Section 52-D.
Acquisition of the Undertakings of Insurers in Certain Cases
Power of Central Government to acquire undertakings of isurers in certain cases
52H (1) If, upon receipt of a report from the Authoritye tCentral Government is satisfied that an insurer,
(a) has persistently failed to comply with—
(i) any direction given to him under Section 34, Sectior3#t-Section 34G,or

(ii) any order made under Sec. 34-E; or

(b) is being managed in a manner detrimental to the pubdicesttor to the interests of his policy-holders, or
share-holders,

and that

I. in the public interest, or
Il. in the interest of the policy-holders or share-holdersiohsnsurer,

it is necessary to acquire the undertaking of such instrerCentral Government may, by notified order,
acquire the undertaking of such insurer (hereafter inseision and in Sections 52-1, 52-J and 52-N and in
the Eighth Schedule referred to as the acquired insurer)effébt from such date as maybe specified in the
order (hereinafter in this section and in Sections 52-1 an@®®in the Eighth Schedule referred to as the
appointed day):

Provided that no undertaking off an insurer shall be so adjuinless such insurer has been given a
reasonable opportunity of showing cause against the propcised a

Explanation~.—For the purposes of this section and of Sections 52-1 to 52N—
(a) "notified order" means an order published in the official Gazett

(b) "undertaking”, in relation to an insurer incorporated idaténdia, means the undertaking of the insurer
in India,



(2) Subject to the other provisions contained in this sectidnira®sections 52-1 to 52M, on the appointed
day, all the assets and liabilities of the undertgkifthe acquired insurer shall stand transferred to, arid ves
in, the Central Government.

(3) The assets and liabilities of the undertaking of the aeduirsurer shall be deemed to include all rights,
powers, authorities and privileges and all property, whetiwrable or immovable, including, in particular,
cash balances, reserve funds, investments, deposits arttieallirderests and rights in, or arising out of,
such property' as may be in the possession of or heldhbyadquired insurer immediately before the
appointed day and all books, accounts and documentsgetagreto, and shall also be deemed to include
all debts, liabilities and obligations of whatever kirfgert existing of the acquired insurer.

(4) Notwithstanding anything contained in sub-section (2)CietralGovernment may, if it is satisfied that
all the assets and liabilities of the undertaking of tbguaed insurer should, instead of vesting in the
CentralGovernment, or continuing to so vest, vest in a corporatiarompany, whether established under
the scheme made under Sec. 52-1 or not (hereafter In #tisrs@and in Section 52-1 to 52-N and in the
Eighth Schedule referred to as the acquired insurer),d®r odirect that the assets and liabilities of thd sai
undertaking, shall vest in the acquiring insurer, eithrerthe publication of the notified order or no such
other date as may be specified in this behalf in thetitre

(5) Where the undertaking of the acquired insurer viese acquiring insurer under sub-section (4), the
acquiring insurer shall, on and from the date of such vedtmmdeemed to have become the transferee of the
acquired insurer and all the rights and liabilities in retato the acquired insurer shall, on and from the date
of such vesting, be deemed to have been the rights arldieal®f such acquiring insurer.

(6) Unless otherwise expressly provided by or under thisosecti Sections 52-1 to 52M, all contracts,
deeds, bonds, agreements, powers of attorney, grants of tgmakentation and other instruments of
whatever nature subsisting, having effect immediately bef@eappointed day and to which the acquired
insurer is a party or which are in favour of the acquirsdrer shall be of as full force and effect against or
in favour, of the Central Government or, as the case beayhe acquiring insurer, and may be enforced or
acted upon as fully and effectually as of in the plaicthe acquired insurer the Central Government or the
acquiring insurer had been a party thereto or as if tlaglybeen issued in favour of the Central Government
or the acquiring insurer, as the case may be.

(7) If, on the appointed day, any suit, appeal or other prawgedi whatever nature, is pending by or
against the acquired insurer the same shall not abatdisbentinued or be, in any way, prejudicially
affected by reason of the transfer of the undertaking oadljeired insurer or of anything contained in this
section or in Sections 52-1 to 52M, but the suit, appeatleer proceedingray be continued, prosecuted and
enforced by or against the Central Government or theiragjinsurer, as the case may be.

Power of Central Government to make scheme

52-1 (1) The Central Government may make a scheme for carogihghe purposes of Sections 52 H and
52J to 52-M (both inclusive) in relation to the acquired iesur

(2) In particular, and without prejudice to the geneyatif the foregoingpower, the said scheme may
provide for all or any of the following matters, namely:

(a) transfer of the undertaking, including the property, asset8iahnilities of the acquired insurer to an
acquiring insurer, and the capital, constitution, name and offfade acquiring insurer;

(b) the constitution of the first Board of managememgtwihatever name called) of the acquiring insurer
and all such matters in connection therewith or incidentaktbeas the Central Government may
consider to be necessary or expedient;

(c) the continuance of the services of all the emplogéélse acquirednsurer (excepting such of them
as not being workmen within the meaning of the Industrial Déspu§ct' 1947 are specifically
mentioned in the scheme) in the Central Government or indheiring insurer, as the case may be,
on the same terms and conditions, so far as may bareaspecified in Clauses (i) and (j) of
sub-section (2) of Sec. 37A so far as they may apply;



(d) the continuance of the rights of any person who, oapipeinted day, is entitled to, or is in receipt
of, a pension or other superannuation or compassionate allowarmnefit from the acquired
insurer or any provident, pension or other fund or any authadityinistering such fund to be paid
by, and to receive from the Central Government or tpiiging insurer, as the case may be, or
any provident, pension or other fund or any authority adteirigy such fund, the same pension,
allowance or benefit so long as he observes the conditiomghmh the pension, allowance or
benefit was granted, and if any question arises whether hechabserved such conditions, the
guestion shall he determined by the Central Governmenttladdecision of the Central
Government thereon shall be final;

(e) the manner of payment to the acquired insurer inshtikfaction of his claim in relation to the
compensation payable in accordance with the provisionsotioBe2J;

(f) the provision, if any, completing the effectual tf@nso the Central Government or the acquiring
insurer of any asset or liability which forms parttieé undertaking of the acquired insurer in any
country outside India;

(9) such incidental, consequential and supplementalersaas may be necessary to secure that the
transfer of the undertaking, property, assets and ligisilof the acquired insurer to the Central
Government or the acquiring insurer, as the case may bHectual and complete.

(3) The Central Government may, by notification in the offi@azette, add to, amend or vary any scheme
made under this section.

(4) Every scheme made under this section shall be publistikd official Gazette.

(5) Copies of every scheme made under this section shaiddeel@re each House of Parliament as soon as
may be after it is made.

(6) The provisions of Sections 52H and 52J to 52M and ofsehgme made under this section shall have
effect notwithstanding anything to the contrary contained inathgr provision of this Act or in any other
law or any agreement, award or other instrument fotithe being in force.

Compensation to be given to the acquired insurer

52J (1) The acquired insurer shall be given by the Central Goverhanehe acquiring insurer, as the case
may be, such compensation in respect of the transfer oftirilertaking of the acquired insurer as is
determined in accordance with the principles contained ikigfeth Schedule.

(2) The amount of compensation to be given in accordance véthprihciples contained in the Eighth
Schedule shall be determined, in the first instance, byCdmral Government or the acquiring insurer, as
the case may be, in consultation with the Authority, and sleatiffered by it to the acquired insurer, in full
satisfaction thereof.

(3) If the amount of compensation offered in terms of sdbien (2) is not acceptable to the acquired
insurer, he may, before such date as may be notifiethdyCentral Government in the official Gazette,
request the Central Government in writing to have theemaéferred to the Tribunal constituted under
Section 52K.

(4) If before the date notified under sub-section (3) Geatral Government does not receive request as
provided in that sub-section, the amount of compensation dfteréer sub-section (2), or where a reference
has been made to the Tribunal, the amount determined, Ishatl be the compensation payable under
sub-section (l) and shall be final and binding on all thegmaoncerned.

(5) Where the Central Government does not receive seqag provided In sub-section (3), the
compensation payable in pursuance of the provisions ofégison shall become due for payment on the
expiry of one year from the appointed day, and where aergferhas been made to the Tribunal under sub-
section (3), the amount determined by the Tribunal as compensiall become due for payment on the
expiry of one year from the appointed day or on the datkecion of the Tribunalyhichever is earlier.

(6) If between the appointed day and the date on whicltahgensation becomes due in pursuance of
sub-section (5), any facts come to light which call fewision of the amount of the compensation, the



necessary modification of the amount of the compensatioii beamade and the amount of the
compensation so determined shall be the compensation payableuare®f sub-section (1).

(7) There shall also be paid simple interest at #te of three per cent per annum on the amount of the
compensation for the period from the appointed day to the atatehich payment of the compensation
becomes due.

Constitution of the Tribunal

52K (1) The Central Government may, for the purposes of Sect@H to 52J, constitute a tribunal
which shall consist of a Chairman and two other members.

(2) The Chairman shall be a person who is, or has bedudge of a High Courdr of the Supreme Court
and of the two other members, one shall be a person who, apitiien of the Central Government, has had
experience of mattersonnected with general insurance and the other shall besanpeho is a chartered
accountant within the meaning of the Chartered Accountantsl84§ (38 of 1949).

(3) If, for any reason, a vacancy occurs in the officehe Chairman or any other member of the Tribunal,
the Central Government may fill the vacancy by appointingthear person thereto in accordance with the
provisions of subsection (2), and any proceeding may be codtlefere the Tribunal so constituted from
the stage at which the vacancy occurred.

(4) The Tribunal may, for the purpose of determining any @msation payable under Sec. 52J, choose one
or more persons having special knowledge or experience ofrelayant matter to assist it in the
determination of such compensation.

Tribunal to have powers of Civil Court

52L (1) The Tribunal shall have the powers of a Civil Court,levlriying a suit, under the Code of Civil
Procedure, 1908 (5 of 1908), in respect of the followingergthamely:-

(a) summoning and enforcing the attendance of anppensd examining him on oath;
(b) requiring the discovery and production of documents;

(c) receiving evidence on affidavits;

(d) issuing commission for the examination of witnesses or deotsn

(2) Notwithstanding anything contained in sub-section (1h@niy other law for the time being in force, the
Tribunal shall not compel the Central Governmamthe Authority-

(a) to produce any books of account, or other documdmitvthe Central Government or the
Authority claims to be of a confidential nature;

(b) to make any such books or documents a part of thedre€dhe proceedingbefore the
Tribunal;

(c) to give inspection of any such books or documentanty party before it and tany other
person.

(3) Any proceeding before the Tribunal shall be deemed @ joelicial proceeding within the meaning of
Sections 193 and 228 of the Indian Penal Code, an@irthenal shall be deemed to be a civil Court for the
purposes of Section 195 and Chapter XXXV of the Code of @Gahfrocedure, 1898 (5 of 1898).
Procedure of the Tribunal

52M (1) The Tribunal shall have power to regulate its own procedure

(2) The Tribunal may hold the whole or any péits inquiryin camera.

(3) Any clerical or arithmetical error in any ordd the Tribunal or any error arising therein fronya



accidental slip or omission may, at any tibee,corrected by the Tribunal either of its own motionror
the application of any of the parties.

Special provisions for the dissolution of acquired insunes

52N Where any acquired insurer, being a company, has in acwardeith the provisions of this Act,
collected and distributed any monies paid to him by ther&@e@obvernment or the acquiring insurer, as the
case may be, by way of compensation or otherwise, anélso complied with any directions given to him
by the Central Government or the acquiring insurer, as tee oy be, by way of compensation or
otherwise, and has also complied with any directions gieehim by the Central Government or the
acquiring insurer, as the case may be, for the purposecaofing that the ownership of any property or any
right is effectively transferred to the Central Goveemtor the acquiring insurer, as the case may be, the
Central Government may, on application being made to it irb#tiglf by such insurer, grant a certificate to
be the insurer that there is no reason for the continusteage of the insurer, and upon the publication of
such certificate, the insurer shall be dissolved.

Winding up
Winding up by the Court

53.(1) The Court may order the winding up in accordance witHritian Companies Act, 1913 (7 of
1913), of any insurance compaawd the provisions of that Act shall, subject to the prongsiof this Act
apply accordingly.

(2) In additional to the grounds on which such an order may be lihsee@purtmay order the winding
up of an insurance company

(a) if with the sanction of the Court previously obtained titipe in this behalf is presented by
shareholders not less in number than one-tenth of theewdualy of shareholders and holding
not less than one tenth of the whole share capital or blgs®than fifty policy-holders holding
policies of life insurance that have been in force forlesd than three yeaasid are of the total
value of not less than fifty thousand rupees; or

(b) if the Authority, who is hereby authorised to do so, &sgl this behalf to the Court on any of
the following grounds, namely

(i) that the company has failed to deposit or to keep deybsiith the Reserve Bank of India
the amounts required by Section 7 or Section 98;

(ii) that the company having failed to comply with any regmient of this Act has continued
such failure Nor having contraveneghy provision of this Act has continued such
contravention for a period of three months after noticeuchfailure Nor contravention has
been conveyed to the company by the Authority.

(iii) that it appears from Many returns or statementsifhhed under the provisions of this Act
or from the results of any investigation made there utiggrthe company is, or is deemed
to be, insolvent, or

(iv) that the continuance of the company is prejudigahe interest if the policy-holders or to
the public interest generally

Unpaid-up share capital

53A Notwithstanding anything contained in any other law, iregiaiing for any purpose of this Act the
solvency or otherwise of an insurer no account shall bentakeany assets of the insurer consisting of
unpaid-up share capital.

Voluntary winding up

54. Notwithstanding anything contained in the Indian Companies 2@13 (7 of 1913), an insurance

company shall not be wound up voluntarily except for the mapaf effecting an amalgamation or a
re-construction of the company, or on the ground that by reasdis bébilities it cannot continue its



business.
Valuation of liabilities

55. (1) In the winding up of an insurance company or in the insolveheyy other insurer the value of the
assets and the liabilities of the insurer shall be asoed in such manner and upon such basithas
liquidator or receiver in insolvency thinks fit, subjesg far as applicable, to the rule contained in the
Seventh Schedule and to any directions which may be givérel@ourt.

(2) For the purposes of any reduction by the Court of the anebihé contracts odny insurance company
the value of the assets and liabilities of the companyaliradaims in respect of policies issued by it shall be
ascertainedn such manner and upon such basis as the Court thinksrpnepig regard to the rule
aforesaid.

(3) The rule in the Seventh Schedule shall be of the same dot may be repealed, altered or amended as
if it were a rule made in pursuance of section 246 ofiidean Companies Act, 1913 (7 of 1913) and rules
may be made under that section for the purpose of carryingfiietct the provisions of this Act with respect
to the winding up of insurance companies.

Application of surplus assets of life insurance fundni liquidation or insolvency

56 (1) In the winding up of an insurance company and in the insolvainayy other insurer the value of the
assets and the liabilities of the insurer in respecif®filsurance business shall be ascertained separately
from the value of any other assets or any other liaksldfethe insurer and no such assets shall be applied to
the discharge of any liabilities other than those ipeesof life insurance business except in so far as those
assets exceed the liabilities in respect of life-inswgdnesiness.

(2) In the winding up of an insurance company carryingherbusiness of life insurance or in the insolvency
of any other insurer carrying on such business wheyguaiportion of the profits of the insurer was before
the commencement of the winding or insolvency allocated to policy-holders, if, when theets and
liabilities of the insurer have been ascertained, there is found @ &@rplus of assets over liabilities
(hereinafter referred to agaima faciesurplus) there shall be added to the liabilities of thergrsin respect

of the life-insurance business an amount equal to sugogion of theprima faciesurplus as is equivalent

to such proportion of the profits allocated to shareholdard policy-holders as was allocated to
policy-holders during the ten years immediately preceding ohenmencement of the winding up and the
assets of the insurer shall be deemed to exceedahitities only in so far as those assets exceed those
liabilities after such addition:

Provided that-

(a) if in any case there has been no such allocation bagpears to the Court that by reason of special
circumstances it would be inequitaltf@t the amount to be added to the liabilities of the insarer
respect of the life insurance business should be an amounttecueh proportion as aforesaid, the
amount to be so added shall be such amount as the Court mayatdicec

(b) for the purpose of the application of this sub-secticanpcasevhere before the commencement of
the winding up or insolvency a proportion of such profits as séideof a branch only of the life
insurancebusiness in question has been allocated to policy-holdersyalbe of the assets and
liabilities of the insurer in respect of that branch shalkeparately ascertained in like manner as the
value of his assets and liabilities in respect to theififeirance business was ascertained,thad
surplus so found, if any, of assets over liabilities shatltlie purpose of determining the amount to
be added to :the liabilities of the insunerespect of the life insurance business be deemed to be the
prima facie surplus..

Winding up of secondary companies

57 (I) Where the insurancéusiness or any part of the insurance business of an ineslrampany has been
transferred to another insurance company under an arrangenpemsimnce ofwhich the first mentioned
company (in this section referred to as the secondarypaoy) or the creditors thereof has or have claims
against the company to which such transfer was made (isebi®n referred to as the principal company)
then, if the principal company is being wound up by or underdingervision of the Court, the Court shall
(subject as hereinafter mentioned) order the secondary conmpdrey wound up in conjunction with the



principal company and may, by the same or any subsequegt appoint the same person to be liquidator
for the two companies and make provision for such othatters as may seem to the Court necessary with a
view to the companies beingound up as if they were one company.

(2) The commencement of the winding up of the principal comghall, save as otherwise ordered by the
Court, be the commencement of the winding up of the secondargany.

(3) In adjusting the rights and liabilities of the membefshe several companies among themselves the
Court shall have regard to the constitution of the companiesoatid arrangements entered into between
the companies in the same manner as the Court has regalrights and liabilities of different classes of

contributories in the case of the winding-up of a singlagany or as near thereto as circumstances admit. |

(4) Where any company alleged to be secondary is not in protbetng wound up at the same time as the
principal company to which it is alleged to be seconddwey,Court shall not direct the secondary company
to be wound up, unless, after hearing all objections () dnat may be urged by or on behalf of the
company against its being wound up, the Court is of opinidrtlleacompany is secondary to the principal
company and that the winding up of the company in conjunctiom tlé principal company is just and
equitable.

(5) An application may be made in relation to the winding fuging secondary company in conjunction with
the principal company by any creditor of, or person inteces, the principal or secondary company.

(6) Where a company stands in the relation of a principalpeoy to one insurance company and in the
relation of a secondary company to some other insuranceasymor where there are several insurance
companies standing in the relation of secondary companieset@rincipal company, the court may deal
with any number of such companies together or in separatpgras it thinks most expedient upon the
principles laid down in this section.

Schemes for partial winding-up of insurance companies

58. (1)If at any time it appears expedient that the affairarofnsurance company in respect of any class of
business comprised in the undertaking of the Company showdobed up but that any other class of
business comprised in the undertaking should continue to bedcarriey the company or be transferred to
another insurer, a scheme for such purposes may be prepdrsdtanitted for confirmation of the Court in
accordance with the provisions of this Act.

(2) Any scheme prepared under this section shall provide fallteation and distribution of the assets and
liabilities of the company between any classes of basiadfected (including the allocation of any surplus
assets whiclmay arise on the proposed winding-up) for any future rightsvery class of policy-holders in
respect of their policies and for the manner of windipgany of the affairs of the company which are
proposed to be wound up and may contain provisions foirgténe memorandum of the company with
respect to its objects and such further provisions ashmaxpedient for giving effect to the scheme.

(3) The provisions of this Act relating to the valuationiabilities of insurers in liquidation and insolvency
and to the application of surplus assets of the life inseréunad in liquidation or insolvency shall apply to
the winding up of any part of the affairs of a company icoedance with the scheme under this section in
like manner as they apply in the winding up of an insuraeepany, and any scheme under this section
may apply with the necessary modifications any of tlwipions of the Indian Companies Act, 1913 (7 of
1913), relating to the winding up of companies.

(4) An order of the Court confirming a scheme under thissewhereby the memorandum of a company is
altered with respect to its objects shall as respectsltiation have effect as if it where an order cordam
under Sec. 12 of the Indian Companies Act, 1913 (7 08)1%hd the provisions of Sections 15 and 16 of
that Act shall apply accordingly.

Return of deposits

59.1n the winding up of an insurance company (otherwise tharcasa to which Section 58 applies) and in

the insolvency of any other insurer the liquidator or assigisetbe case may be shall apply to the Court for
an order for the return of the redeposit made by the compailye insurer, as the case may be, under
Section 7 or Section 98 and the Court shall on such appficatder a return of the deposit subject to such
terms and conditions as it shall direct.



Notice of policy values

60. In the winding up of an insurance company for the purposes of alisaishution of the assets and in the
insolvency of any other insurer the liquidator or assigasethe case may be, in the case of all persons
appearing by the books of the company or other insurer émtiiéed to or interested in the policies granted
by the company or other insurer shall ascertain the valtigedfability of the company or other insurer to
each such person and shall give notice of such value to teosenp in sucimanner as the Court may direct
and any person to whom notice is so given shall be bound by thes@hscertained unless he gives notice
of his intention to dispute such value in such manner andnagtich time as may be specified by a rule or
order of the Court.

Power of Court to reduce contracts of insurance

61. (1) where an insuranagmpany is in liquidation or any other insurer is insolvérg, Court may make
an order reducing the amount of the insurance contratte @ompany or othénsurer upon such terms and
subject to such conditions as the Court thinks Just.

(2) Where a company carrying on the business of life insuraasdeen proved to be insolvent, the Court
may if it thinks fit in place of making winding up order reduce the amount of the insurance contratts of
company upon such terms and subject to such conditions @etinethinks fit.

(3) Application for an order under this section may be maderdiththe liquidator or by or on behalf of the
company or by a policy-holder, or by the Authority ahé Authority and any person whom the Court thinks
likely to be affected shall be entitled to be heard onsarmh application.

Special Provisions Relating to External Companies
Power of Central Government to impose reciprocal disaltities on non-Indian companies

62. Where by the law or practice of any country outdidbia in which an insurer carrying on insurance
business in India is constituted, incorporated or dondicilesurance companies incorporated in India are
required as a condition of carrying on insurance busineskaincountry to comply with any special
requirement whether as to the keeping of deposits orsassibiat country or otherwise which is not imposed
upon insurers of that country under this Act, the Central (howvent shall, if satisfied of the existence of
such special requirement, by notification in the officGhzette, direct that the same requirement or
requirements, as similar thereto as may be, shall pesed upon insurers of that country as a condition of
carrying on the business of insurance in India.

Particulars to be filled by insurers established otside India

63. Every insurer, having his principal place of business oridt@moutside Indian, who establishes a place
of business within India or appoints a representative iralwith the object of obtaining insurance business
shall within three months from the establishment of such piédasusiness or the appointment of such
representative file with the Authority.

(a) a certified copy of the charter, statutes, deedetfement or memorandum and articles or other
instrument constituting or defining the constitution of the ieswand, if the instrument is not written
in the English language, a certified translation thereof

(b) a list of the directors, if the insurer is@mpany,

(c) the name and address of some one or more persaenten India authorised to accept on behalf of
the insurer service of process and any notice requirdze served on the insurer together with a
copy of the power of attorney granted to him.

(d) the full address of the principal office of the insurelndia.

(e) astatement of the classes of insurance business to bedcarrby the insurer, and

(f) a statement verified by an affidavit setting fottte special requirements, if any, of the nature
specified in Section 62 imposed in the country of origithefinsurer on Indian nationals,



and, in the event of any alteration being made in theeaddof the principal office or in the classes of
business to be carried on, or in any instrument herereeféo, or in the name of any of the persons here
referred to, or in the matters specified Clause(f) above, the company shall forthwith furnistthie
Authority particulars of such alteration.

Books to be kept by insurers established outside Indi

64. Every insurer having his principal place of businessoridle outside India shall keep at his principal
office in India such books of account, registers ancudents as will enable the accounts, statements and
abstracts which he is required under this Act to furnishéo®uthority in respect of the insurance business
transacted by him, in India to be complied and if necessascked by the Authority and shall furnish to the
Authority on or before the last day of January in evealendar year a certificate from an auditor to the
effect that the said books of account, register and dodgraes being kept as required at the principal office
of the insurer in India.

PART II-A
Insurance Association of India, Councils of the Associain and Committees thereof
Incorporation of the Insurance Association of India

64A. (1) All insurers carrying on insurance business inalrat the commencement of the Insurance
(Amendment) Act, 1950 (47 of 1950), all insurers who mayr afieh

commencement begin to carry on insurance business in ladi, if the Central Government, by
notification in the official Gazette, so declares adypdent societies carrying on insurance business in India
on the date of such notification and all provident so@etiich may begin to carry on insurance business in
India after such date are hereby constituted a body corguoyatee name of the Insurance Association of
India.

(2) All insurers and provident societies incorporated oridibed in India shall be known as members of the
Insurance Association of India, and all insurers and provstaieties incorporated or domiciled elsewhere
than in India shall be known as associate members of#isaiciation.

(3) The Insurance Association of India shall have perpetwiaessiorand a common seal and shall have

power to acquire, hold and dispose of all property both moveabte immoveable and shall by the said

name sue and be sued.

Entry of names of members in the register

64B. (1) The Authority shall take or cause to be taken through agehcy as he thinks fit such steps as may
be necessary to have the names of all insurers and prosgidgsties, who or which are entitled to have

their names entered in the register of members and assowabers of the Insurance Association of India
maintained for this purpose entered therein.

(2) Where any insurer or provident society has cetsedrry on business as such the Authority shall
cause such steps to be taken as may be necessary to haaenthef such insurer or provident society, as
the case may be, removed from the register.

Councils of the Insurance Association of India

64C. There shall be tw€ouncils of the Insurance Association of India, namely:

(a) the Life Insurance Council consisting of all thermbers and associate members of the
Association, who carry on life insurance business in Iratid,

(b) the General Insurance Council consisting of all the begsmnand associate members of the
Association who carry on general insurance business in India.

Authority of members of Association to act through agers

64D. It shallbe lawful for any member of the Life Insurance Councithe General Insurance Council to
authorise any individual, whether an officer of the insoramot, to act as the representative of such member



at any meeting of the Council concerns or to stand as adeaedor any election held by that Council.
Authorities of the Life Insurance Council and the Geneal Insurance Council

64E. The authorities of the Life Insurance Council and teadsal Insurance Council shall be the Executive
Committees constituted in the manner provided in this Part.

Executive Committees of the Life Insurance Council andhte General Insurance Council

64F.1) The Executive Committee of the Life Insurance Cousbgll consist of the following persons,
namely:

(a) two officials nominated by the Authority, one as thei@han and the other as a member;

(b) eight representatives of members of the Insurance Adgocif India carrying on life insurance
business elected in their individual capacity by the saithibees in such manner, from such
groups of members and from such areas as may be sgduyfithe Authority.

(c) one official not connected with any insurance businesminated by the Authority and

(d) five persons connected with life insurance businessjmated by the Authority for the purpose of
representing such groups of insurers carrgimdife insurance business or such areas as have not
been able to secusslequate representation on the Executive Committee of iteelrisurance
Council or for any other purpose.

(2) The Executive Committee of the General Insurance Coshall consist of the following persons,
namely:

(a) two officials nominated by the Authority, one as the @han and the other as a member;

(b) eight representatives of members of the Insurance iasisocof India carrying on general
insurance business elected in their individual capacityhbysaid members in such manner,
from such groups of members and from such areas as maydifiesigey the Authority

© one non-official not connected with any insurance businessinated by the Authority and

(d) five persons connected with general insurance businessnated by the Authority for the
purpose of representing such groups of insurers carryingmerg insurance business or such
areas as have not been able to secure adequate reprasemahe Executive Committee of
the General Insurance Council or for any other purpose.

(3) If any body of persons specified in sub-sections (1) (@hdails to elect any of the members of the
Executive Committees of the Life Insurance Council or@emeral Insurance Council, the Authority may
nominate any person to fill the vacancy, and any persoomsiated shall be deemed to be a member of the
Executive Committee of the Life Insurance Councilhe General Insurance Council, as the case may be, as
if he had been duly elected thereto.

(4) No official nominated by the Authority shall be eletit, whether as chairman or as a member, to vote in
respect of any matter coming up before any meetind@fBxecutive Committee of the Life Insurance
Council or the Executive Committee of the General Insurarmen€il, as the case may be, and subject
thereto each of the said Executive Committees may, thvthapproval of the Authority, make bye-laws for
the transaction of any business at any meeting ofalie Gommittee, and any such bye-law may provide
that any member of the Committee who is interested imaatyer for the time being before that Committee
may not be present at or take part in any meeting thereof

(5) The life insurance Council or the General Insurgoencil may form such other committees consisting
of such persons as it may think fit to discharge sunhtfons as may be delegated thereto:

Provided that any action taken by any of the said Council undsrghbsection shall be with the previous
consent of the Authority and nothing in this sub-sectiofil slegogate from any of the powers vested in the
Executive Committees.



(6) The Secretary of the Executive Committee of th&e Uhsurance Council and of the Executive
Committee of the General Insurance Council shall in eas loa an official nominated by the Authority.

Resignation and filling up of casual vacancies

64G. (1) Any member of the Executive Committee of tHfe Lisurance Council or of the General Insurance
Council may resign his membership of the Committee byeadti writing addressed to the Chairman of the
Committee to that effect.

(2) Casual vacancies in the Executive Committee of tfeelbsurance Council or of the General Insurance
Council, whether caused by resignation, death or otherwia#,behfilled by nomination by the Authority,
and any person so nominated to fill the vacancy shall bifice until the dissolution of the Committee to
which he has been nominated.

(3) No act of the Executive Committee of the Life Insuwe Council or of the General Insurance Council
shall be called in question on the ground merely of the exist®f any vacancy in, or defect in the
constitution of, the Committee concerned.

Duration and dissolution of Executive Committees

64H. () The duration of the Executive Committee of thee Uiisurance Council or the General Insurance
Council shall be three years from the date of its firstting on the expiry of which it shall stand dissolved
and a new Executive Committee constituted.

(2)Notwithstanding the dissolution of the Executive Conemritdf the Life Insurance Council or the General
Insurance Council, the out-going members thereof shallimentto hold office and discharge such
administrative and other duties as may be prescribed wictil time as a new Executive Committee of the
Life Insurance Council or the General Insurance Councthesase may be, shall have been constituted.

Power of Executive Committee of Life Insurance Councild hold examinations for Insurance agents

64-1 The Life Insurance Council may, with the approval of thethésrity authorise its Executive Committee
to hold examinations for individuals wishing to qualihetselves as insurance agents for the purpose of
procuring life insurance business, and if the Authority, byfination in the official Gazette, so declares,
then, not withstanding anything contained in Sec. 42, onlyviohails who have passed any such
examination shall be eligible to apply for a licence undeti@ed2:

Provided that nothing in this sub-section shall affect the righ&my individual, who has been licensed to
act as an insurance agent under Section 42 before the dathofatification, to act as such, or to have his
licence renewed from time to time

Functions of Executive Committee of Life Insurance Concil
64J. (1) The functions of the Executive Committee of the Lirance Council shall be

(a) to aid, advise and assist insurers carrying oririgarance business in the matter of setting
up standards of conduct and sound practice and in therrohtendering efficient service to
holders of life insurance policies;

(b) to render advice to the Authority in the matter of cdlig the expenses of insurers in
respect of their life insurance business in India;

(c) to bring to the notice of the Authority the cadeny insurer acting in a manner prejudicial
to the interests of holders of life insurance policies;

(d) to act in any matter incidental or ancillary to afiythe matters specified in Clauses (a) to
(c) as, with the approval of the Authority, may be nedifby the Life Insurance Council in
the Gazette of India.

(2) For the purpose of enabling it effectively to disclkaitg functions, the Executive Committee of the Life
Insurance Council may collect such sums of money, whdijleway of fees or otherwise, as may be
prescribed from all members and associate members bighence Association of India who carry on life



insurance-business.
Executive Committee of Life Insurance Council may advisen controlling expenses

64K. (1)It shall be the duty of the Executive Committee oflttie Insurance Council to meet at least once
before the 31st day of March every year to advise thttgity in fixing under the proviso to sub-section (2)
of Section 40-B the limits by which the actual expensesried by an insurer carrying on life insurance
business in respect of such business in the precedingmearexceed the limits prescribed under that
sub-section, and in fixing arguch limits the Authority shall have due regard to the conditabtaining in
life insurance business generally during that year and hefimalifferent limits for different groups of
insurers.

(2) Where an insurer is guilty of contravening the provisidnSeation 40B with respect to the expenses of
management, the Authority may, after giving the insurespgoortunity of being heard, administer a warning
to the insurer.

(3) Where within a period of seven years two warnings haga bezento an insurer under sub-section (2)
and they have been disregarded by him, the Authority cause an investigation and valuation, as at such
date as théwuthority may specify, to be made at the expense of therén by an actuary appointed by the
insurer for this purpose and approved by the Authority, bedrsurer shall place at the disposal of the said
actuary all the materials required by him for the puepoSsuch investigation and valuation, within such
period, not being less than three months, as the Authorityspeoify.

(4) The provisions of sub-sections (1) and (4) of SectioariBsub-sections (1) and (2) of Section 15, or, as
the case may be, of sub-section (2) of Sec. 16 shaly appélation to an investigation and valuation under
this section:

Provided that the abstract and statement prepared as the resuitlofinvestigation and valuation shall be
furnished by such date as the Authority may specify.

(5) There shall be appended to every such abstract a statsigreed by the actuary giving such information
as may be prescribed.

(6) On receipt of the abstract and statement furnishedciordance with sub-section (4), the Authority may
take such action as may be prescribed.

Functions of the Executive Committee of General Insurare Council
64L (1) The function®f the Executive Committee of the General Insurance Coumetlil Ise -

(a) to aid and advise insurers, carrying on general insarbasinessin the matter of setting up
standards of conduct and sound practice and in the mattendsriieg efficient service to
holders of policies of general insurance;

(b) to render advice to the Authority in the matter of oahibg the expenses of such insurers
carrying on business in India in the mattécommission and other expenses;

(c) to bring to the notice of the Authority the case of awgh insureracting in a manner
prejudicial the interests of holders of general insuraodécies;

(d) to act in any matter incidental or ancillary to afighe matterspecified in Clauses (a) to (c)
as with the approval of the Authority may be netifby the General Insurance Council in the
Gazette of India.

(2) For the purpose of enabling it effectively to dischargefuinctions, the Executive Committee of the
General Insurance Council may collect stedsas may be prescribed from all insurers carrying on general
insurance business:

Provided that if the General Insurance Council thinksitfitnay by a resolution passed by it, waive the
collection of the prescribed fees for any yead where any such resolution has been approved by the
Authority, the Executive Committee of the General Insurabaencil shall not colleanyfees in relation to

that year.



Executive Committee of the General Insurance Council magdvise in controlling expenses.

64M. (1) It shall be the duty of the Executive Committee of @eneral Insurance Council to meet at least
once before the 31st day of March every year to advigeAththority in fixing under the proviso to
subsection (1) of Section 40-C the limits by which the aaupénses of management incurred by an insurer
carrying on general insurance business in respect of swgthebs in the preceding year may exceed the
limits prescribed under that sub-section, and in the figimgsuch limits the Authority shall have due regard
to the conditions obtaining in general insurance busine#iseirpreceding year, and he may fix different
limits for different groups of insurers.

(2) Where an insurer is guilty of contravening the prawisi of Section 40C with respect to the
expenses of management the Authority may, after givingirtearer an opportunity of being heard,
administer a warning to the insurer.

(3) Where in any case two warnings given to an insurer wwesection (2) have been disregarded by
him, the Authority may take such action against the imsaasenay be prescribed.

Powers of Executive Committees to act together in certaicases

64N. The Central Government may prescribe the circurostam which, the manner in which, and the
conditions subject to which, the Executive committee he&f Life Insurance Council and the Executive
Committee of the General Insurance Council may hold jointtimg=e for the purpose of doing with any
matter of common interest to both Committee, and it dtmllawful for the two Committees at any such
joint meeting to delegate any matter under consideratioméodetermination of a sub committee appointed
for this purpose from amongst the members of the two Conasitte

General powers of Life Insurance Council and Generalrisurance Council

64R (1) For the efficient performance of its duties, the LlifsuranceCouncil or the General Insurance
Council, as the case may be, may

(a) appoint such officers and servants as may be necessérijxathe conditions of their
service;

(b) determine the manner in which any prescribed fag Ioe collected;

(c) keep and maintain up to date a copy of the listlahalrers who are members or associate
members of the Insurance Association of India;

(d) with the previous approval of the Authority, make retioites for
(i) the holding of elections other than the first Bats;

(i) the summoning and holding of meetings, the conduct of busitheseat and the number of
persons necessary to form a quorum;

(iii) the submission by insurers to the Executive Conesitof the Life Insurance Council, or the
General Insurance Council of such statements or infammas may be required of them and
the submission of copies thereof by the insurers to thbokity;

(iv) the levy and collection of any fees;

(v) the regulatiorof any other matter which may be necessary for the purposeatfling it to carry
out its duties under this Act.

(2) The Life Insurance Council or the General Insurance Cboray authorise the Executive Committee
concerned to exercise any of the powers conferred on thdrisfgance Council or the General Insurance
Council, as the case may be, under Clause (a), Clausedbause (c) of sub-section (1).

Power of Central Government to remove difficulties

64S. The CentralGovernment may exercise such powers as may be necessabyifging the Life



Insurance Council, the General Insurance Council or theufixecCommittee of any of the said Councils,
as the case may be, into effective existence for theopas of this Part, and any such powers shall include

(a) the power to hold, in such manner as may be diregtéliebCentral Government, the first elections
to the Executive Committees of the Life Insurance Cowaradlthe General Insurance Council;

(b) where a natification under sub-section (1) of SectdA has been issued declaring provident
societies to be members of the Insurance Associatidndia, the powers to associate provident
societies effectively in the exercise of all powers #mel discharge of all functions of the Life
Insurance Council and the Executive Committee thereof;

(c) the power to make the provisions of Section 40B applicalileet@rovident societies specified in
Clause (b) in the same manner as they aggpilysurers

Power to exempt
64T. The Central Government may, subject to such conditionsestdctions as it may think fit to impose,
exempt any insurer specifiél subclause(c) of Clause (9) of Section 2 from the operation of aliror of
the provisions of this Part.

PART I1-B
TARIFF ADVISORY COMMITTEE AND AUTHORITY OF TARIFFR  ATES
Establishment of Tariff Advisory Committee
64U (1) With effect from the commencement of the Insurance g@adment) Act,.1968, there shall be
established a Committee, to be called the Tariff Advisamn@ittee (hereafter in this Part-referred to as the
Advisory Committee) to contra@nd regulate the rates, advantages, terms and conditiomsaide offered
by insurers in respect of general insurance business.
(2) The Advisory Committee shall be a body corporatertaperpetual succession and a common seal, with
power, subject to the provisions of this Act, to acquirdd famd dispose of property, both moveable and
immoveable, and to contract, and may, by the said namensiee sued.
Composition of the Advisory Committee
64UA. (1) The Advisory Committee shall consist of the follogrimembers, namely.—

(a) the Chairperson of the Authority efficio, who shall be the Chairman;

(b)a senior officer of the office of the Authority nominétey the Authority, who shall be the
Vice-Chairman;

(c) not more than ten representatives of Indian insuedgsted (In their individual capacities) by
such insurers in such manner, from such areas and fromgaraoch insurers or groups of
insurers as may be prescribed;

(d) not more than four representatives of insurers incatpd or domiciled elsewhere than in
India but registered in India elected (in their individuapacities) by such insurers in such
manner, and from among such insurers or groups of irssasemay be prescribed.

(2) The Secretary to the Advisory Committee shall mefficer of the office of the Authority, nominated by
the Authority.

Power to make rules in respect of matters in this part

64UB. (1) The Authority may by notification in the official Gateimay make regulationie carry out the
purposes of this Part.

(2) In particular, and without prejudice to the genaratitthe foregoing power, such regulations



may provide for all or any of the following matters, redyn
(a) the functions to be dischargedhkeyAdvisory Committee;

(b) the term of office of the membefsthe Advisory Committee, the procedure for their
election and the manner of filling casual vacaniciethe Advisory Committee;

(c) the traveling and other allowangagable to the members of the Advisory Committee;

(d) the procedure for holding the megif the Advisory Committee and for transaction of
business thereat.

(3)The Advisory Committee may, by notification in the il Gazette with the previous approval of the
Authority, make regulations for all or any of the folliogy matters, namely,—

(a) the constitution, powers and duties of Regional Commitedsf subcommitteesconstituted by
the Advisory committee or any Regional Committee

(b) the method of election of candidates for RegioBammittees and of sub-committees, their
eligibility, term of office and methodaf filling casual vacancies;

(c) the procedure for convening meetings and transaction afidsssby Regional committees and
sub-committees;

(d) the appointment of officers and other employees of Atleisory Committee and of Regional
Committees or sub-committees constituted by or under tihdséry Committee or any Regional
Committee and the terms and conditions of their seimading travelling and other allowances;

(e) such other matters pertaining to procedure as ar@cmidistent with the provisions of this Act or
of rules made there under,

and may, from time to time, with the previous approval of théh@rity, add to, amend or vary any such
regulations.

(4) The regulations made by the Tariff Committee of thegga Insurance Council under Section 64-O as
they were in force immediately before the commencemettieofnsurance (Amendment) Act, 1968, shall,
after such commencement, continue to be in force until aiesmade by the Central Government under
sub-section (1) and immediately after such rules have comefigct, the regulations aforesaid shall cease
to be valid.

(5) The Chairperson of the Authority shall be in direct chargehef establishmenof the Advisory
Committee and the Secretary of the Advisory Committed sloek under his direction and control.

Power of the Advisory Committee to regulate rates, advantagestc

64UC. (1) The Advisory Committee may, from time to time andhe extent it deems expedient, control
and regulate the rates, advantages, terms and conditiomsahde offered by insurers in respect of any risk
or any class or category of risks, the rates, advantég@ss and conditions of which, in its opinion, it is
proper to control and regulate, and any such rate, adygsitéerms and conditions shall be binding on all
insurers:

Provided that the Authority may, permit any insurer to offer,idgrsuch period (being not more than two
years but which may be extended by periods of not more tihia years at a time) and subject to such
conditions as may be specified by him, rates, advantagrass or conditions different from those fixed by
the AdvisoryCommitteein respect of any particular category of risks, if heagsfied that suchinsurer
generally issues policies only to a restricted clagkepublic or under a restricted category of risks.

(2) In fixing, amending or modifying any rates, advantageisns or conditions, relating to any risk, the
Advisory Committee shall try to ensure, as far as ptessibat there is no unfair discrimination between risk
of essentially the same hazard, and also that consideimtioren to past and prospective loss experience:

Provided that the Advisory Committee may, at its discretinake suitable allowances for the degree of
credibility to be assigned to the past experience inetydilowances for random fluctuations and may also,



at its discretion, make suitable allowances for future dlibdbns and unforeseen future contingencies
including hazards of conflagration or catastrophe or both.

(3) Every decision of the Advisory Committee shall badvahly afterand to the extent it is ratified by the
Authority, and every such decision shall take effect ftbendate on which it is so ratified by the Authority,
or if the Authority so orders in any case, from such eadate as he may specify in the order.

(4) The decisions of the Advisory Committee in pursuaridbe provisions of this section shall be final.

(5) Where an insurer is guilty of breach of any rate, adwegmtterm or condition fixed by the Advisory
Committee, he shall be deemed to have contravened theipres/of this Act.

Provided that instead of proceeding against the insurer for udhavention, the Authority may, if the
insurer removes the contravention by recovering the éefigiin the premium, or where it is not practicable
to do so, modifies suitably or cancels the contract of imegracompound the offence on payment to the
Advisory Committee of such fine, not exceeding rupees onedhduas he may decide in consultation with
the Advisory Committee.

Transitional provisions

64UD. (1) Notwithstanding anything contained in this Part, untilriaenes of the members of the Advisory
Committee elected for the first time after the commera@rof the Insurance (Amendment) Act, 1968, are
notified, the Tariff Committee of the General Insura@muncil appointed under regulations made under
sub-section (2) of Section 64-0 as it was in force imately before the commencement of the Insurance
(Amendment) Act, 1968, and in existence on such commencdiremefterin this Part referred to as the
Tariff Committee) shall continue to functi@mdshall be deemed to be the Advisory Committee duly elected
under this Part and the Authority of Insurance shatiobee the Chairman of that Committee with effect
from the commencement of the Insurance (Amendment) Act, 1863fuaction as such, and any chairman
of the Tariff Committee holding office immediately befosuch commencement shall cease to be the
Chairman thereof from the date of such commencementhllitcontinue to be an ordinary member of the
Advisory Committee.

Provided that the Chairperson of the Authority shall become the @Glsairof the Advisory committee with
effect from the commencement of the Insurance RegulatwlyDevelopment Authority Act, 1999 and
function as such, and any chairman of the Tariff Committeleliig office immediately before such
commencement shall cease to be the Chairman.

(2) Notwithstanding anything contained in this Part, the cautisth of the Regional Councils established
under Section 64-P, as in force immediately beforectmmencement of the Insurance (Amendment) Act,
1968 (hereafter referred to as the Regional Councilsl)chthe Sectional Committees formed there under,
existing immediately before such commencement, shallmaomtio be in full force and be of full effect until
the regulations made by the Advisory Committee for thst fime under Section 64UB come into effect and
as soon as such regulations have come into effect suclitutimss shall cease to have effect.

(3) Notwithstanding anything contained in this Part, until 8exretary to the Advisory Committee is
nominated under sub-section (2) of Section 64UA, the Seyréd the Tariff Committee holding office
immediately before the commencement of the Insurance (Amendmeft1968, shall function as the
Secretary and shall be deemed to have been duly nominatedthisdeart.

(4) All rates, advantages, terms and conditions fixed by th& Tammittee or the Regional Councils prior
to the commencement of the Insurance (Amendment) Act, 1968jnafaice immediately before such
commencement shall continue, except to such extent asrthg\be altered, replaced or abolished by the
Advisory Committee, to be valid and fully in force &shey were rates, advantages, terms and conditions
fixed by the Advisory Committee. -

Power of the Advisory Committee to require Information, et

64UE. (1) The Advisory Committee may require, by notice inting, any insurer to supply to it such
information or statements, periodical @i hoc, ast may consider necessary to enable it to discharge its
functions under this Part and every insurer shall complly sith requirements within such period as may
be specified by the Advisory Committee in this behalijnfig which the insurer shall be deemed to have
contravened the provisions of this Act.



(2) Any information supplied under this section shall beifteit by a principal officer of the insurer or
where the Advisory Committee has agreed in advance, byatbeh officer or officers of the insurer as the
principal officer of the insurer may nominate for the msgand if the notice so requires, also by an auditor.

(3) The Authority may, at any time, in writing, deputeyaubordinate of his, to make a personal inspection
of the books of account, ledgers, policy registers and @tbeks or documents of any insurer to verify the
accuracy of any return or statement furnished by him usalersection (1), or to verify that full particulars
have been supplied by him in respect of all policisaasl by him and the insurer shall provide all facilities
for such inspection, and make available to such personeatidoks of account, ledgers, policy registers and
other books or documents of the insurer which might be needeuibfpr such verification and the person
deputed may himself extract from out of the books andrdscof the insurer such information as may be
needed to fill up or complete the returns required to be dtezimnio the Advisory Committee under this
section.

(4) The Advisory Committee may, at any time, on the applinadf an insurer, make arrangements for the
inspection of an organization which is concerned with the oigpe of risks, adjustment of losses or
fire-fighting appliances, and may, whenever necessatyjs@ insurers about the adequacy tbé
arrangements for the inspection of risks and adjustmentsés$ or the suitability of such appliances:

Provided that no such inspection shall be made without the writtemipsion of the concerned
organization

Assets and liabilities of the General Insurance Councib vest in the Advisory Committee

64UF. (1) On the commencement of the Insurance (Amendment)1868, all the assets and liabilities of
the General Insurance Council appertaining to its Tariff Citteenand to its Regional Councils and their
Sectional Committees existing on that day shall be tearesf to, and vest in, the Advisory Committee.

(2) The assets appertaining to the Tariff Committee, #gidhal Councils, and their Sectional Committees
shall be deemed to include all rights and powers ancrajperty, whether moveable or immovable,
including, in particular, cash balances, reserve fundssiments, deposits and all othieterests and rights
in, or arising out of, such property as may be in the pegsesf the Tariff Committee, Regional Councils
and their Sectional Committees and all books of accourtoouments thereof; and liabilities shall be
deemed to include all debts, liabilities and obligations oftetea kind existing and appertaining to the
work of the Tariff Committee, the Regional Councils and tBeictional Committees.

(3) Where the General Insurance Council has establisipedvadent or superannuation fund or any other
fund for the benefit of the employees of its Tariff Commitbe®egional Councils and constituted a trust in
respect thereof (hereafter in this section referred txistirgy trust), the monies standing to the credit of any
such fund at the commencement of the Insurance (Amendment) 968, shall, subject to the provisions of

subsection (4), stand transferred to, and vest in, on such carament, the Advisory Committee.

(4) Where any employee of the Tariff Committee, or thegiBnal Councils, or the General Insurance

Council does not become an employee of the Advisory Committeendnies and other assets appertaining
to any fund referred to in subsection (3) shall be appwt between the trustees of the fund and the
Advisory Committee in the prescribed manner; and in chaaydispute regarding such apportionment, the
decision of the Central Government thereon shall be final.

(5) The Advisory Committee shall, as soon as may be dfter commencement of the Insurance

(Amendment) Act, 1968, constitute in respect of the moaiekother assets which are transferred to, and
vested in it, under sub section (3), one or more trusts haagfar as practicable, objects similar to the

objects of the existing trusts.

(6) Where all the monies and other assets belongiag &xisting trust are transferred to, and vested in, the
Advisory Committee under sub-section (3), the trusteesuoh trust shall, on the commencement of the
Insurance (Amendment) Act, 1968, be discharged from thedxasipt as respects things done or omitted to
be done by them before such commencement.

Contracts, etc., to be effective by or against the AdvisgrCommittee

64UG (1) Unless otherwise expressly provided by or under tlis @&l contracts, agreements and other
instruments of whatever nature subsisting or having effect diatety before the commencement of the



Insurance (Amendment) Act, 1968, and to which Tariff Catte®, or any Regional Council is a party or
which is in favour of that Committee or that Council, shalldb as full force and effect against or in favour
of the Advisory Committee and may be enforced or actexh @gs fully and effectually as if, instead of the
Tariff Committee, or the Regional Council, the Advisory Cdttes had been a party thereto or as if they
had been entered into or issued in favour of the Advisomi@ittee.

(2) If, at the commencement of the Insurance (Amendmact, 1968, any suit, appeal or other legal

proceeding of whatever nature is pending by or againstahiéf Tommittee, or any Regional Council then

it shall not abate, be discontinued or in any way beugreplly affected by reason of the transfer to the
Advisory Committee of the assets and liabilities leé Tariff Committee, and the Regional Councils or of
anything done under this Act, but the suit, appeal or giheceeding may be continued, prosecuted or
enforced by or against the Advisory Committee.

Employees, etc., to continue.—

64UH. (1) Every whole-time employee of the Tariff Committee, tbe Regional Councils who was
employed by that Committee or those Councils wholly omman connection with its or their statutory
duties immediately before the commencement of the ameer (Amendment) Act, 1968, shall, on and from
such commencement, become an employee of the Advisory Comanittezhall hold his office in it by the
same tenure, at the same remuneration, and upon the sammetetrronditions and with the same rates and
privileges as to pension, gratuity and other mattergagduld have held on such commencement if this Part
had not been enacted, and shall continue to do so until hi®ymght under the Advisory Committee is
terminated or until his remuneration, terms and conditiaresduly altered by the Advisory Committee:

Provided that nothing contained in this sub-section shall apply to any eephiio has given notice to the
Central Government in writing either prior to or withinotwnonths from the commencement of the
Insurance (Amendment) Act, 1968, intimating his intention ofbemtoming an employee of the Advisory
Committee.

(2) Where the Central Government is satisfied that foptivpose of securing uniformity in the scales of
pay, remuneration and other terms and conditions of servicecalpielito employees of the Tariff
Committee or the Regional Councils, it is necessary so,tordhat a reduction in the remuneration payable
or revision of the other terms and conditions of service appicalemployees or any class of them is called
for, the Central Government may, notwithstanding anythingageed in sub-section (1), or in the Industrial
Disputes Act, 1947 (14 of 1947), or in any other law fortiime being in force or in any award settlement,
or agreement for the time being in force, alter (weetty way of reduction or otherwise) the remuneration
and other terms and conditions of service to such extmhtirasuch manner as it thinks fit; and if the
alteration is not acceptable to any employee, the alyi Committee may terminate his employment by
giving him compensation equivalent to three months' remuaeratnless the contract of service with such
employees provides for a shorter notice of termination.

Explanation. - The compensation payable to an employee under this sigpssball be in addition to and
shall not affect any pension, gratuity, provident fund eyor any other benefit to which the employee may
be entitled under his contract of service.

(3) If any question arises as to whether any personawalsole-time employee of the Tariff Committee, or
the Regional Council, on the commencement of the Insurance (AneatidAct, 1968, or as to whether any
employee was employed wholly or mainly in connection with gtatutory duties of the Tariff Committee,
or any Regional Council immediately before such commencgntee question shall be referred to the
Central Government whose decision thereon shall be final.

(4) Notwithstanding anything contained in the Industrial DispuAct, 1947 (14 of 1947), or in any other
law for the time being in force, the transfer of theviees of any employee of the Tariff Committee thoe
Regional Councils, to the Advisory Committee shall noitlenany such employee to any compensation
under that Act or other law, and no such claim shall ber&ined by any Court, tribunal or other authority.

Duty of person having custody or control of property to dealer such property to the Advisory
Committee

64Ul. (1) Where any property of the Tariffommittee, or the Regional Councils (appertaining to itheir
statutory duties) has been transferred to, and vestdtkik\dvisory Committee, then,



(a) every person in whose possession, custody or control enyraperty may be, shall deliver the
property to the Advisory Committee forthwith;

(b) any person, who, on the commencement of the InsurAncendment) Act, 1968, has in his
possession, custody or control any books, documents andpaghers relating to the Tariff
Committee, or the Regional Councils, shall be liableatzount for the said books,
documents ang@apers to the Advisory Committee and shall delivemt tosuchperson as
the Committee may direct.

(2) Without prejudice to the provisions contained in thisisectit shall be lawful for the Advisory
Committee to take all necessary steps for secyrazgession of all properties which have been transferred
to and vested in it, under this Act.

Power of the Advisory Committee to constitute Regional Comittees

64UJ. (1) The Advisory Committee may constitute such Regional Conesits and when it deems fit for
one or more of the prescribed regions.

(2) Each Regional Committee shall consist of not more theangeersons of which not more than five shall
be elected by such groups of insurers carrying on gemeatance business in the region as may be
prescribed and not motkan two shall be nominated by the Authority.

(3) For the purpose of enabling it effectively to dischatgeluties, and Regional Committee may constitute
such sub committees as it may think fit, whether cangistf members of the Regional Committee or not.

(4) It shall be the duty of every Regional committee to selthe Advisory Committee on any question
connected with the fixation of rates, advantages, termsamditions for risks in its region which may be
referred to it by the Advisory Committee for advicedain addition, every Region&@ommittee shall
perform such other functions as may be delegated tothddvisory Committee by regulations made by it
with the previous approval of the Central Government.

(5) Where, in the exercise of any functions delegatedunder this section any Regional Committee or any
sub-committee thereof restrains an insurance agent fratuging or causing to be procured general
insurance business in any area, such agent may pref@paal @ the Authority against such order within

thirty days from the date of service of that order on &imd the Authority may after giving such agent an
opportunity of being heard, pass such orders thereon as ithmé&yfit and the orders made by the Authority

on such appeal shall be final.

(6) Notwithstanding anything contained in this section el®ygional Council and every Sectional or other
Committee of the Regional Council, in existence immedidbelfipre the commencement of the Insurance
(Amendment) Act, 1968, shall, until it is abolished by the i8dry Committee, be deemed to be a Regional
Committee or sub-committee as the case may be, ebidlis accordance with the provisions of this
section and shall function as such and shall have all the p@mdrresponsibilities which it had immediately
before such commencement, and if the term of any such Caun€iommittee expires before Regional
Committees constituted under sub-section (1) and subcommitbessituted under sub-section (3) come
into existence, such terms shall be deemed to have beely eatiended up to the time when such Regional
Committees and sub-committees are established.

Levy of fees by the Advisory Committee.

64UK. (1) Every insurer shall annually before the prescribed dstte payment to the Advisory
Committee in the prescribed manner of such fees, not exceediagyfgear, in the case of an insurer doing
only re-insurance business in India, one per cent dfotas premiums in respect of facultative re-insurance
accepted by him in India in the preceding year and in tee ohany other insurer, one per cent of the total
gross premium written direct by him in India in theegeding year, as may be specified by the Advisory
Committee for the purpose of this part.

(2) The Advisory Committee may collect, in addition to fees mentioned in sub-section (1), reasonable
fees and charges from any person to cover the cosyafeatific services rendered by it.

(3) If an insurer fails to make payment within the pribsxt date of any fee required to be paid under
sub-section (1) he shall be deemed to have failed to conighiythe provisions of this Act.



(4) The Authority may, so long as an application to the Conder sub section (5-D) of Section 3 has not
been made, revive the registration which might have bercetied for failure to make payment of the fee
required to be made under sub section (1), if the insuakiesnpayment of such fee together with such
penalty not exceeding the actual amount of fee payaltleeasuthority may require.

Power to remove difficulties

64UL. If any difficulty arises in giving effect to the provisiookthis Part, the Central Government may, by
order, make such provisions or give such directions not instensiwith the provisions of this Act as may
appear to it to be necessary or expedient for the remotta afifficulty:

Provided that no such power shall be exercised after the expiry périod of four years from the
commencement of this Part

Licensing of surveyors and loss assessors

64UM (1) (A) Saveasotherwise provided in this section, no person shall aatsasveyor or loss assessor in
respect of general insurance business after the expayefiod ofone year from the commencement of the
Insurance (Amendment) Act, 1968, unless he holds a vedidde issued to him by the Authority.

(B) Every person who intends to act as a surveyor ordsssssoafter the expiry of a period of one year

from the commencement of the Insurance (Amendment) Act, 18688)efore the commencement of the
Insurance Regulatory and Development Authority Act, 1988,shake an application to the Authority
within such time, in such form, in such manner and on paymgstch fee, noexceeding rupees two

hundred and fifty, as may be prescribed.

(BA) Every person who intends to act as a surveyor ordsessssor after the expiry of a period of one year
from the commencement of the Insurance Regulatory andl@ewent Authority Act, 1999 shall make an
application to the Authority within such time, in such manaed on payment of such fee as may be
determined by the regulations made by the Authority;

Provided that any licence issued immediately before the consemaent of the Insurance Regulatory and
Development Authority Act, 1999 shall be deemed to have beeedsa accordance with the regulations
providing for such licence.

(C) Every licence issued under this section shall neritaiforce, unlesgancelled earlier, for a period of
five years from the date of issue thereof, and may beweshéor a period of five years at a time, on payment
of such fee, noéxceeding rupees two hundred, as may be determined tgihations.

(D) No licence to act as a surveyor or loss assessdrbehasued unless
(i) the applicant, where he is an individual, satisfiesAuthority that he —

(a) has beern practice as a surveyor or loss assessor on the datenofiencement of the
Insurance Regulatory and Development Authority Act, 1999 or

(b) holds a degree of a recognised University in any brahehgineering, or

(c) is a fellow or associate member of the Institdt€bartered Accountants of India or the
Institute of cost and Works Accountants of India, or

(d) Possesses actuarial qualifications or holds a degrediploma of any recognized
University or institute in relation to insurance, or

(e) holds a diploma in insurance granted or recognisgkeb§overnment, or

(f) possesses such other technical qualifications as maypdxified by the regulations made
by the Authority, and

(g) does not suffer from any of the disqualifications nwm@d in sub section (4) of Section
42;

(ii) the applicant, where he is a company or firm, satisfies Authority that all his directors or
partners, as the case may be, possas®r more of the qualifications specified in Clausea(ijl
none of such directors or partners suffer from any ofltbgualifications mentioned in sub section
(4) of Section 42.



(E) Every application for the renewal of the licence shalmade at least thirtlays before the expiry of the
period of validity thereof.

(F) The Authority may, if he is satisfied that any fice issued or renewed under this section has been lost
or destroyed, issue a duplicate licence on payment @& affeupees five and the duplicate licence so issued
shall remain in force for the remainder of the period wélidity of the licence in lieu of which it is issued.

(G) Without prejudice to the powers conferred by sub-sedfr), the Authority, if satisfied that the holder
of any licence has made a statement which is falseaterial particulars with regard to his eligibilityr
obtainingsuch licence or has, after the issue or renewal ¢f keence, acquired any of the disqualifications
mentioned in sub-section (4) of Section 42, may, after gigingasonable opportunity to the holder of such
licence of being heard, by order cancel such licence ang satth cancellation in the official Gazette.

(1A) Every surveyor and loss assessor shall comply withctoke of conduct in respect of their duties,
responsibilities and other professional requirements as mapdufied by the regulations made by the
Authority.

(2) No claim in respect of a loss which has occurred iraladd requiring to be paid or settled in India equal
to or exceeding twenty thousand rupees in value on angypofiinsurance, arising or intimated to an
insurer at any time after the expiry of a period of gear from the commencement of the Insurance
(Amendment) Act, 1968, shall, unless otherwise direttgdhe Authority, be admitted for payment or
settled by the insurer unless he has obtained a repotiedosss that has occurred, from a person who holds
a licence issued under this secttonact as a surveyor or loss assessor (hereaftere@ferras "approved
surveyor or loss assessors)

Provided that nothing in this sub-section shall be deemed to takg emabridge the right of the insurer to
pay or settle any claim at any amount different from the atnassessed by the approved surveyor or loss
assessor.

(3) The Authority may, at any time, in respect of ataim of the nature referred to in sub-section (2), call
for an independent report from any other approved surveydoss assessor specified by him and such
surveyor or loss assessor shall furnish such repoheté\tithority within such time as may be specified by
the Authority or if no time limit has been specified by hivithin reasonable time and the cost of, or
incidental to, such report shall be borne by the insurer.

(4) The Authority may, on receipt of a report referreihtsub-section (3), issue such directions as he may
consider necessary with regard to the settlement oflgie including any direction to settle a claim at a
figure less than, or more than, that at which it is psepdo settle it or it was settled and the insurer fleall
bound to comply with such directions:

Provided that where the Authority issues a direction for settimgaim at a figure lower than that at which
it has already been settled, the insurer shall be de¢émmedmply with such direction if he satisfies the
Authority that all reasonable steps with due regard tajthestion whether the expenditure involved is not
disproportionate to the amount required to be recovered, lteen taken with due despatch by him:

Provided further that no direction for the payment of a lesser shall be made where the amount of the
claim has already been paid and the Authority is of opitthat the recovery of the amount paid in excess
would cause undue hardship to the insured:

Provided alsothat nothing in this section shall relieve the insurer fiamy liability, civil or criminal, to
which he would have been subject but for the provisions oftliissection.

(5) No insurer shall, after the expiry of a period of oner yjeam the commencement of the Insurance
(Amendment) Act, 1968, pay to any person any fee or nenation for surveying, verifying or reporting on
a claim of loss under a policy of insurance unless theoperaking such survey, verification or report is an
approved surveyor or loss assessor.

(6) Where, in the case of a claim of less than twdmtysand rupees in value on any policy of insurance it is
not practicable for an insurer to employ an approved surveylse assessor without incurring expenses
disproportionate to the amount of the claim, the insoray employ any other person (not being a person
disqualified for flee time being for being employed as a sunvey loss assessor) for surveying such loss
and may pay such reasonable fee or remuneration to thenpsw employed as he may think fit.



(7) If the Authority is satisfied that an approved suoreyr loss assessor has been guilty of wilfully making
a false statement knowing it to be false or of being knowiagparty to the settlement of a claim in a

fraudulent manner, he may, after giving such surveyor ordgssssor an opportunity of being heard, cancel
the licence issued to him with effect from such datenay be specified by him and shall notify such

cancellation in the official Gazette.

(8) Any surveyor or loss assessor whose licence has beeellea shall not be eligible for having a licence
to act as a surveyor or loss assessor for a periddr@é tyears from the date on which the cancellation is
notified in the officialGazette.

(9)The Authority may in respect of any claim of valudesfs than twentyhousand rupees on an insurance
policy, if the claim has not been or is not proposed teeperted upon by a surveyor or loss assessor, direct
that such claim shall be reported upon by an approved surveyossoassessor and where the Authority
makes such direction, the provisions of sub sections (3j4rsthall apply in respect of such claim.

(10) Where, in relation to any class of claims, the Arthads satisfied that it is customary to entrust the
work of survey or less assessment to any person other tlieenaed surveyor or loss assessor, or if not
practicable to make any survey or loss assessmerdyitlmg an order published in the Gazette, exempt such
class of claims from the operation of this section.

PART 11-C

SOLVENCY MARGIN, ADVANCE PAYMENT OF PREMIUM AND RES TRICTIONS ON THE
OPENING OF A NEW PLACE OF BUSINESS

Assets and liabilities how to be valued
64V. (1) For the purpose of ascertaining compliance with the pomaof Section 64 VA,—

(i) assets shall be valued at values not exceeding theketnor realisable value and the assets hereafter
mentioned shall be excluded to the extent indicated, namely:

i. agents' balances and outstanding premiums in India, txtietéhey are not realized within a
period of thirty days;
ii. agents' balances and outstanding premiums outside ladie extent they are not realisable;
iii. sundry debts, to the extent they are not realizable;
iv. advances of an unrealizable character;
v.  furniture, fixtures, dead stock and stationery;

Vi. deferred expenses;
Vii. profit and loss appropriation account balance and any fiditi@assets other than
pre-paid expenses;
viii. such other asset or assets as may be specified bsgihlations made in this behalf.

(ii) a proper value shall be placed on every item ofilitgtand liabilities in respect of share capital, gexte
reserve and other reserves of similar nature not createdeet specific liabilities and investment reserves,
reserve for bad and doubtful debts, and depreciation fund kbakxcludedand liabilities hereafter
mentioned shall be included to the extent indicated, namely:

(a) provision for dividends declared or recommended, arsfamating dividends in full;
(b) reserves for unexpired risks in respect of
(i) fire and miscellaneous business, 50 per cent.,
(i)  marine cargo business, 50 per cent., and
(i) marine hull business, 100 per cent., of the premiumet of
re-insurances, during the preceding ®velenths;

(c) estimated liabilityrespect of outstanding claims, in full;



(d) amount due to insurance companiggingron insurance business in
full;

(e) amounts due to sundry creslita full;
(f) provision for taxation, in full.

(g)such other liability which mdye made in this behalf to be included for
the purpose ouska (ii)

Explanation.In the case of an insurer, whose principal place of bssinedomicile is outside India, where,
in the accounts filed with the public authority of the coyimrwhich the insurer is constituted, incorporated
or domiciled in respect of marine insurance business, the provisimmsrfexpired risks and outstanding
claims are not shown separately, the liabilities under itdghand (c) of Clausgi) in respect of marine
insurance business shall be takegetherat a figure of not less than the total premium legsstgances in
respect of that class blisiness during the preceding twelve months.

(2) Every insurer shall furnish to the Authority with égurns under Section 15 or Section 16, as the case
may be, a statement certified by an auditor, of higtasand liabilities assessed in the manner required by
this section as on the 31st day of December of the preceeang y

(3) Every insurer shall value his assets and liabilitegshe manner required by this section and in
accordance with the regulations which may be made by the Atythothis behalf.

Sufficiency of assets

64VA. (1) An insurer shall, at all times, before themmmencement of the Insurance Regulatory and
Development Authority Act, 1999, maintain an excess of tileevof his assets over the amount of his
liabilities of not less than the amount arrived at dkvies (hereafter in this section referred to as the
"relevant amount"), namely—

(i) in the case of an insurer whose total premium incdess reinsurances in respect of general
insurance brininess (hereafter in this subsection reféare the "said income") in the preceding twelve
months did not exceed five crores of rupees, one fifth ofaigtincome subject to a minimum of

a. five lakhs of rupees in the case of an insurer who é®aperative society registered under the
Cooperative Societies Act, 1912 (2 of- 1912), or any otherfor the time being in force in any
State relating to co-operative societies, or

b. ten lakhs of rupees in the case of any other insurer; and

(ii) in the case of an insurer whose said income in the precedilge months exceeded five crores of
rupees, the aggregate of one-fifth of the first fiveres of rupees of the said income and one-tenth of the
amount by which the said income in the preceding tweloeths exceeded five crorekrupees:

Provided that where a number of insurers occupying the status ofitand subsidiary companies prepare,
under the laws of the country ofigin of the parent company, a consolidated balance sheet, the provisions
of this subsection shall apply to such of them as are eotlrars of any group as if they constituted a single
insurer, subject to the further condition that the relevardgumt shall, in no case, be less than a sum equal
to—

I. the number of such insurers multiplied by ten lakhs of rupees,

Il. where all the insurers are co-operative societieistergd under the Co-operative Societies Act, 1912
(2 of 1912), or any other law for the time being ircéoin any State relating to co-operative societies,
the number of such insurers multiplied by five lakhsupferes:

Provided further that If in respect of any insurer thet@ Government is satisfied that either by reason of
an unfavorable claim, experience or becanfsa sharp increase in the volume of new business or for any
other reason, compliance with the provisions of this subesewould cause undue hardship to the insurer,
it may direct that for such period and subject to suchditons as it may specify, the provisions of this
sub-section shall apply to that insurer with the modificatibat instead of the proportion of one-fifth,
wherever mentioned in this sub-section, such other proportiorg beit lessthan one-tenth as may be
specified by that Government shall be applicable to thaténs



Provided also that in the case of an insurer carrying on imseirausiness at the commencement of the
Insurance (Amendment) Act, 1968, it shall be sufficient glaance with the provisions of this sub-section

until the 31st December, 1972 or until such subsequent ddtbeimg later than 31st December, 1976, as
the Central Government may, at its discretion, allowafoy particular insurer, if he progressively brings up
the excess of the value of his assets over the amotnig babilities, in such manner as may be prescribed,
to the relevant amount.

(1A) Every Insurer shall, at all times, on or aftee commencement of the Insurance Regulatory and
Development of Authority Act, 1999, maintain an excess ofvdlae of his assets over the amount of his
liabilities of not less than the amount arrived afad®ws (hereinafter referred to in this section refered

as the “required solvency margin”), namely:-

i. inthe case of an insurer carrying on life insurance busitfessequired solvency margin shall be
the higher of the following amounts-
a) fifty crores of rupees (one hundred crores of rupeease of reinsurers); or
b) the aggregate sums of the results arrived at in it®nasd (11) stated below:-
I. the aggregate of the results arrived at by applying theilesilen described in item
(A) below (Step 1) and the calculation described in it€¢Bjsbelow (Step II):
A. for Step I-

(A.1) there shall be taken, a sum equal to a percerdatgrmined by the

regulations not exceeding five per cent of the mathematissrves for direct

business and re-insurance acceptances without any deductiog fosurance

cessions;

(A.2) the amount of mathematical reserves at the énleo preceding financial

year after the deduction of re-insurance cessions dimllexpressed as a

percentage of the amount of those mathematical reserviese bany such

deduction; and

(A.3) the sum mentioned in item (A.1) above shall be iplidd-
(A.3-1) where the percentage arrived at under item (A@yea is greater
then eighty-five per cent. (Or in the case of a re-insuoegrying on
exclusive re-insurance business, fifty percent),by ghedter percentage;
and
(A.3-2) in any other case, by eighty-five percent. (otlie case of a re-
insurer carrying on exclusive re-insurance business, tyydi@r cent.);

(B) for Step Il —
(B1) there shall be taken, a sum equal to a percentagemile¢ed by the
regulations made by the Authority not exceeding one parafehe sum at risk
for the policies on which the sum at risk is not a rniggdigure, and
(B.2) the amount of sum at risk at the end of the precediamdial year for
policies on which the sum at risk is not a negative figiter the deduction of
re-insurance cession shall be expressed as a percehthgeamount of that sum
at risk before any such deduction, and
(B.3) the sum arrived at under item (B.1) above shall beiptiati-
(B.3-1) where the percentage arrived at under item @aye is greater
than fifty per cent, by that greater percentage; and
(B.3-2) in any other case, by fifty per cent
(I a percentage determined by the regulations madéhéyAuthority of the value of
assets determined in accordance with the provisifosection 64V;
(i) in the case of an insurer carrying on general ingdiusiness, the required solvency margin,
shall be the highest of the following amounts:-
a) fifty crores of rupees (one hundred crores of rupeease of reinsurer); or
b) a sum equivalent to twenty per cent of net premium ingcame
C) a sum equivalent to thirty per cent of net incurred claims

subject to credit for re-insurance in computing net premiunas reet incurred claims being actual but a
percentage, determined by the regulations, not exceedingéiftgent;

Provided that if in respect of any insurer, the Authority is &t that either by reason of an unfavorable
claim experience or because of sharp increase in the vobfinttee business, or for any other reason,
compliance with the provisions of this sub-section would caunskie hardship to the insurer, the Authority



may direct, for such period and subject to such condition$, solvency margin not being less than the
lower of the amount mentioned in sub-clause (i) or sub-elé)sabove, as the case may be.

Explanation — For the purposes of this sub-section, theessions-

0] “Mathematical reserves” means the provision made byingarer to cover liabilities
(excluding liabilities which have fallen due and liabilitiasising from deposit back
arrangement in relation to any policy whereby an amounte®sited by re-insurer with
the cedant) arising under or in connection with policies orraot#t for life insurance
business. Mathematical reserves also include specificgoovfor adverse deviations of
the bases, such as mortality and morbidity rates, intextes, and expense rates, and any
explicit provision made in the valuation of liabilities in atance with the regulations
made by the Authority for this purpose;

(ii) “net incurred claims” means the average of the net ieduclaims during the specified
period of not exceeding three preceding financial years;
(i) “sum at risk”, in relation to a life insurance policy, mea sum which is-

a. in any case in which an amount is payable in consequence bf atéat than a case
falling within sub-clause (b) below, the amount payable othdead

b. in any case in which the benefit under the policy in questimsists of the making, in
consequence of death, of the payments of annuity, payshensum by instalments
or any other kind of periodic payments, the present véltgab benefit,
less in either case the mathematical reserves in resipibet relevant policies.)

(2) An insurer who does not comply with the provisiofisub-section (1) shall be deemed to be insolvent
and may be wound up by the Court.

(2A) If, at any time an insurer does not maintain the requé@vency margin in accordance with the
provisions of this section, he shall, in accordance withdihections issued by the Authority, submit a
financial plan, indicating a plan of action to correct dediciency to the Authority within a specified period
not exceeding three months.

(2B) An insurer who has submitted a plan under sub-section (@Abhe Authority shall propose
modifications to the plan if the Authority considerénédequate, and shall give effect to any plan accepted
by the Authority as adequate.

(2C) An insurer who does not comply with provisions of sabtions (2A) shall be deemed to be insolvent
and may be wound up by the court.

(3) The Authority shall be entitled at any time to takehsateps as he may consider necessary for the
inspection or verification of the assets and liabilitiegmy insureror for securing the particulars necessary
to establish that the requirements of this section have loeeplied with as on any date and the insurer shall
comply with any requisition made in this behalf by the Awitly, and if he fails to do so within two months
from the receipt of the requisition, he shall be deemethaie made default in complying with the
requirements of this section.

(4) The provisions of this section shall not apply to an insspecified insub-clause (c) of Clause (9) of
Section 2.

(5) In applying the provisions of sub-section (1) to amgurer, who is a member of a group, the relevant
amount for that insurer shall be an amount equal to that giropof the relevant amount which that group,
if considered as a single insurer, would have been reftorenaintain as the proportion of his share of the
risk on each policy issued by the group bears to thertskabn that policy:

Provided that when a group of insurers ceases to be a group, egaingiirin that group who continues to
carry on any class of insurance business in India sbaiply with the requirements of sub-section (1) as if
he had not been an insurer in a group at any time:

Provided further that it shall be sufficient compliance with the provisiofshe foregoing proviso if the
insurer brings up the excess of the value of his assetstlweamount of his liabilities to the required
amount within a period of six months from the date ofatsn of the group:

Provided alsothat the Central Government may, on sufficient cause Istiogn, extend the said period of
six months by such further periods as it may think fithewever that the total period may not in any case



exceed one year.

(6) The Central Government may, by notification in theicdf Gazette, reduce the sum of ten lakhs of
rupees or five lakhs of rupees, as the case may lmreefto in sub-section (1) to a lower figure not less
than one hundred thousand rupees in respect of a countrinsta#ir or in respect of an insurer not having a
share capital and carrying on only such insurance busise#s the opinion of the Central Government, is
not carried on ordinarily by insurers under separate policies.

(7) Every insurer shall furnish to the Authority his retuansler section 15 or section 16 as the case may be,
in case of life insurance business a statement cdrtifjethe actuary approved by the Authority, and in case
of general insurance business a statement certified bByditor approved by the Authority, of the required
solvency margin maintained by the insurer in the marewrired by sub-section (1A).

No risk to be assumed unless premium is received in agvce.

64VB. (1) No insurer shall assume any risk in India in respéeiny insurance business on which
premium is not ordinarily payable outside India unless anidlthe premium payable is received by him or
is guaranteed to be paid by such person in such manner and withitiree as may be prescribed or unless
and until deposit of such amount as may be prescribed, isimadeance in the prescribed manner.

(2) For the purposes of this section, in the case of fgksvhich premium can be ascertained in
advance, the risk may be assumed not earlier than themathich the premium has been paid in cash or by
cheque to the insurer.

Explanation. ~“Where the premium is tendered by postal money-order or cheqjulyspost, the risk
may be assumed on the date on which the money-order is bookieel cheque is posted, as the case may
be.

(3) Any refund of premium which may become due to an insureatoount of the cancellation of a
policy or alteration in its terms and conditions or othegvgisall be paid by the insurer directly to the insured
by a crossed or order cheque or by postal money-ordea @ndper receipt shall be obtained by the insurer
from the insured, and such refund shall in no case be ateditbe account of the agent.

(4) Where an insurance agent collects a premium orieypd insurance on behalf of an insurer, he
shall deposit with, or despatch by post to, the insurempimium so collected in full without deduction of
his commission within twenty-four hours of the collectiensluding bank and postal holidays.

(5) The Central Government may, by rules, relax the requirestef sub-section (1) In respect of
particular categories in insurance policies.

Restrictions on the opening of a new place of business

64VC. (1) No insurer shall, after the commencement of the &mag (Amendment) Act, 1968, open a new
place of business in India or change otherwise than withisahe city, town or village, the location of an
existing place of business situated in India without obtgithe prior permission of the Authority.

(2) The Authority may grant permission under sub-sectidrsiibject to such conditions as he may think fit
to impose either generally or with reference to any paletr case.

(3) Where, in the opinion of the Authority, an insures,hat any time, failed to comply with any of the
conditions imposed on him under this section, the Authority, rhgyorder in writing and after affording
reasonable opportunity to the insurer for showdagse against the action proposed to be taken against him,
revoke any permission grantadder this section.

Explanation.—For the purposes of this section, "place of businesdudeca branchsubbranch
inspectorate, organisation office and any other gffigavhatevemamecalled



PART Il

Provident Societies

65. Definition of "provident society". - (1) In this Paffovident society" means a person who, or a body of
persons (whether corporate or unincorporate, which, not lagimgsurer registered for the time being under
Part Il of this Act, carries on the: business of insurihg payment, on the happening of any of the
contingencies mentioned in sub-section (2), of—

(&) an annuity of or equivalent to one hundred rupees or legableefor an uncertain period, or
(b) a gross sum of one thousand rupees or less whether pagdyf@ble in a lump sum or in two or
more installments over a certain period,

exclusively in both cases (a) and (b) of any profit or boratdbeing eguaranteed profit or bonus.

Explanation.—For the purposes of this sub-section a period is "certhits' duration is ascertainable
in advance and "uncertain” if its duration is not so dageble.

(2) The contingencies referred to in sub-section (1) aéafowing, namely:

a) the birth, marriage or death of any person or the surtiyah person of a stated or
implied age or contingency;

b) failure of issue;

c) the occurrence of social, religious or other ceremonialsiacoa

d) loss of or retirement from employment;

e) disablement in consequence of sickness or accident;

f) the necessity of providing for the education of a dependent;

g) any other contingency which may be prescribed or which bgyuthorised by the State
Government with the approval of the Central Government.

(3) For the purposes of sub-sections (1) and (2),—
(a) contracts entered into before the commenceméisoAct shall not be taken into account;

(b) two or more policies issued to one persoti,dloa the purposes of determining whether the limits
fixed by sub-section (1) have or have: not been exceededeh®ddo be one policy if the contingencies on
the happening of which the sums are payable under the galiereether the contingencies be the same or
different) relate to one-person only, whether he be theysblblder or some other person.

(4) Every person or body of persons for the time beimgstered as a provident society under the
Provident Insurance Societies Act, 1912 (5 of 1912) and evespmer body of persons for the time being
registered as a provident society under this Act $femtleemed to be a provident society for all the purposes
of this Act.

(5) If any question arises whether any person or body rsbps is or is not a provident society within
the meaning of this section, the Authority shall decidegiesstion and his decision shall be final.

Prohibition of transaction of insurance business by providet societies other than public companies or
co-operative societies

65A. No person shall, after the commencement of the Insurameendment) Act, 1950 (47 of 1950), begin
to carry on in India any business specified in sub-setipof Section 65, and no provident society carrying
on any such business in India shall, after expiry of one year from such commencement continuerty ca
on any such business, unless he or it is—

(a) a public company, or

(b) a society registered under the Co-operative Societi¢slA&2 (2 of 1912), or under any other law
for the time being in force in any State relating tooperative societies, or

(c) a body corporate incorporated under the law of any countrideutsdia not being of the nature of
a private company.



Restrictions on provident societies

66. No provident society shall undertake any form of insuramatefalling within the limits fixed by sub-
section (1) of Section 65, nor shall any provident sodietgligible to be registered under Section 3.

Name

67. No provident society established after the commencemenisoftt shall adopt as its name, and no
provident society established before the commencement fAttti shall continue after the expiry of six
months from the commencement thereof to use as its aayneombination of words which fails to include
the word "provident" or which includes the word "life".

Insurable interest.-
68. Repealed by the Insurance (Amendment), AB60
Dividing business

69. (1) No provident society shall carry on any business upomlithding principle, that is to say, on the
principle that the benefit secured by a policy is not fixetddepends either wholly or partly on the results of
a distribution of certain sums amongst policies becoming slaiithin certain time-limits, or on the
principle that the premiums payable by a policy-holder depemally or partly on the number of policies
becoming claims within certain time-limits.

(2) The Authority shall, as so-on as possible, take dtegsave any provident society which carries on
business on dividing principle wound up:

Provided that, where any such provident society in existence eatctimmencement of this Act applies
within three months of such commencement to the Authdoit permission to continue carrying on its
business with a view meanwhile to reorganise its basiireaccordance with the provisions of thid, the
Authority may at his discretion, with due regard to pgast history of the society, permit the society to
continue business for a period not exceeding two years frondatee of receipbf such permission, so
however that no new business on the dividing principle is wkkantby the society.

(3) Where after the commencement of the Insurance (Amemntinict, 1941 (13 of 1941), a provident
society is to be wound up in pursuance of Hastion, or where, whether before or after the comeraerat

of that Act, a provident society ceases to carry on busiaesthe dividing principle the provisions of
sub-sections (2) and (3) of Section 52 shall, so far astmapply in like manner as they apply to an insurer
ceasing to carry on business on didding principle.

Registration

70. (1) No provident society except a provident societgistered under the provisions of the Provident
Insurance Societies Act, 1912 (5 of 1912), shall receivepaamium or contribution until it has, obtained

from the Authority, before the date of commencement of timirhnce Regulatory and Development
Authority Act, 1999, a certificate of registration.

(2) Every application for registration shall be accompanied by:

(@) acertified copy of the rules of the society, and when theesp@s a company incorporated under
the Indian Companies Act, 1913 (7 of 1913) or under the Indian GuegpAct, 1882 (6 of 1882),
or under the Indian Companies Act, 1866 (10 of 1866), or underAahyepealed thereby,] a
certified copy of the memorandum and articles of asdoniair where the society is not such a
company a certified copy of the deed of constitution oftheety;

(b)  the names and addresses of the proprietors or directotsh@ managers of the society, the full
address of the registered office of the society, theafidiress of the principal office of the society
in India the name of the manager at such office, and the rsenth address of some one or more
persons resident in India authorised to accept any netipered to be served on the society;

(c) a certificate from the Reserve Bank of India that the indigosit referred to in Section 73 has
been made;

(d) a declaration verified by an affidavit made by the princgsfiter of the society authorised in that
behalf that the minimum working capital required by Secfidris available; and



(e) the receipt showing payment in the prescribed manner of tiserjired fee for registration being
not more than two hundred rupees.

(3) The Authority may refuse to issue a certificateegistration until he is satisfied that the rules @ th
society comply with the provisions of this Act and that tbeiety complies with the provisions of
Sections 65-A, 67, 71, 72, 73 and 73-A, but if he is sisfead he shall register the society and its rules.

(4) The Authority may, after giving previous notice in wrgiin such manner as he thinks fit specifying
the grounds for the proposed cancellation, and allowiegstitiety concerned an opportunity of being
heard, apply to the Court and obtain sanction for cancellatitimeafegistration made under this section
or made under the provisions of the Provident Insurancet&scAct, 1912 (5 of 1912).—

(a) if he is satisfied from the returns furnished under the prongof this Act or as the result of an
inquiry made under Section 87 -

I. that the society is insolvent or is likely to becomecso,

Il. that the business of the society is conducted fraudulentiyptin accordance with the
rules thereof, or that it is in the interests of fgwdicy-holders that the society should
cease to carry on business, or

(b) if the society, having failed to comply with any requirementhaving contravened any
provision of this Act, has continued such failure or contraeenfor a period of one month
after notice of such failure or contravention has beeneymu/to the society by the Authority:

Provided that the Authority may, if he thinks fit, instead of applyifog cancellation of the registration
under sub-clause (i) of Clause (a) of this subsectiake a recommendation to the Court that the contracts
of the society should be reduced in such manner and subjemthtcenditions as he may indicate:

Provided further that the Authority may, without previous notice aithout application to the Court for
sanction,—

(a) cancel the registration of a provident society whia# failed to have its registration renewed, or
(aa) cancel the registration of a provident societyyf@dgposit required by Sec. 73 has not been made, or

(b) cancel' on such terms and conditions as he think¢hétregistration of any provident society which
applies to him for such cancellation if he it satisfiedt ttiee society has ceased to carry on insurance
business and the all its liabilities in respect of insurgalieies are either satisfied or otherwise provided
for, or

(c) cancel the registration of a provident society if hereason to believe that any claim upon the society
arising in India under any policy of insurance remains unpaidtitfree months after final judgment in
regular course of law.

(5) When a registration is cancelled the provident sockafi not, after the cancellation has taken effect,
enter into any new contracts of insurance, but all rights lmbilities in respect of contracts of insurance
entered into by it before such cancellation takes effieall, subject to the provisions of Section 88, continue
as if the cancellation had not taken place.

(6) Where a registration is cancelled un@dsuse bof sub-section (4)or Clause (c) of the second proviso

to that sub-section, or because the society has failbd\e its registration renewed, the Authority may at
his discretion revise the registration of the provident $pcieithin six months from the date on which the

cancellation took effect, makes the deposits requireddayidh 73 or satisfies the Authority that no claim

upon it such as is referred to in the said Clause © rnsmaipaid, or has had an application under
sub-section (3) of Sec. 70A accepted, as the case may bepmapties with any directions which may be

given to it by the Authority.

(7) The Authority may, on payment of the prescribed igegch shall not exceed five rupees, issue a
duplicate certificate of registration to replace difieate lost, destroyed or mutilated, or in any other case
where he is of opinion that the issue of a duplicate amatdiis necessary.



Renewal of registration

70A (1) Every provident society registered under this Actumder the Provident Insurance Societies
Act, 1912 (5 of 1912), shall have its registration reegvannually for each period of twelve months after
that ending on the 30th day of June, 1942.

(2) An application for the renewal of a registration shallniade by the society to the Authority before
the 30th day of June preceding the period for which renewatighs, and shall be accompanied as provided
in sub-section (3) by evidence of payment of the prescridedvhich shall not exceed two hundred rupees
but may vary according to the volume of insurance businesslzothe society

(3) The prescribed fee for the renewal of a registnator any year shall be paid into the Reserve Bank
of India, or, where there is no office of that Bank, itite Imperial Bank of India acting as the agent of that
Bank, or into any Government treasury, and the receifitlea@ent along with the application for renewal
of the registration.

(4) If a provident society fails to apply for renewal mgistration before the date specified in
sub-section (2) the Authority may, so long as he has tak&eaction under Section 88 to have the society
wound up, accept an application for renewal of registratiomeceipt from the society of the fee payable
with the application and such penalty, not exceeding thscpbed fee payable by the society, as he may
require.

(5) The Authority shall, on being satisfied that the sgdets fulfilled the requirements of this section,
renew the registration and grant it a certificate of wethef registration.

Supplements information and reports of alterations in paticulars furnished with application for
registration.

70B. (1) Every provident society registered under Section 70 éefer commencement of the Insurance
(Amendment) Act, 1941 (13 of 1941), shall, before the ejoin of three months from the commencement
of the Insurance (Amendment) Act, 1941 furnish to the Aith@uch particulars in addition to those
already supplied for the purpose of obtaining registra®are required by sub-section (2) of Section 70 of
this Act as amended by the Insurance (Amendment) Act, 1941.

(2) Every provident society registered under the provisidnfe Provident Insurance Societies Act,
1912 (5 of 1912), shall, before the expiration of three months fromctiramencement of the Insurance
(Amendment) Act, 1941 (13 of 1941), furnish to the Autlyosb far as it has not already done so the
documents and information required by Clauses (a) and f)egection (2) of Section 70 to accompany an
application by a provident society for registration undat srection.

(3) When any alteration occurs or is made which affegtoéthe matters which are required under the
provisions of sub-section (2) of Section 70 to accompanyplication by provident society for registration
under that section, or are to be furnished to the Authority, uhifeisection, the provident society shall
furnish forthwith to the Authority full particulars duly auttieeated of such alteration.

Certain provisions of Part Il to apply to provident societies

71. The provisions of sub-sections (2) and (3) of Section 16i@e20, sub-section (1) of Section 27,
Sections 27-A, 28, 29, 31-A, 31-B 32, 46 and 53A shall yapplprovident societies as they apply to
insurers, and in such application references to sharesadflen insurer shall be construed as references to
members of a provident society and references to Sectioi®&ation 98 shall tee construed as references to
Section 73:

Provided that a provident society may charge a fee neteelkag one rupee for supplying a copy of any
document referred to in sub-section (2) of Section 20.

Working capital

72. No provident society shall be registeredless it has a paid-up capital sufficient to provide as
working capital a net sum of not less than five thodsaupees exclusive of deposits made under this Act
and exclusive in the case of a company of any expenses ihénrownnection with the formation of the
company.



73. Deposits—(1) Every provident society shall, if established beftwee commencement of this Act
within one year from such commencement, applies for ragigh under Section 70, deposit and keep
deposited with the Reserve Bank of India in one of theeasfin India of the Bank, for ar@h behalf of the
Central Government, cash or approved securities amounting aétietrmalue of the securities on the date
of deposit to five thousand rupees, and shall thereati&eraach calendar year a further deposit amounting
to not less than one-fifth of the premium income for theceding calendar year as shown in the revenue
account of the society (including admission fees and otbes feceived by the society) until the total
amount so deposited and kept is fifty thousand rupees.

(2) The provisions of sub-sections (8), (9), (9-A), (9-B)l #10) of Section 7 and of sub-section (1) of
Section 8 and of Section 9 shall apply to the depaosdtde under this section as they apply to deposits made
by an insurer.

Restriction on name of provident society

73A. (1) A provident society shall not be registered by a namei@déntith that by which an insurer
or another provident society in existence is already exgidt or so nearly resembling that name as to be
calculated to deceive, except when the provident society steexie is in the course of being dissolved and
signifies its consent, or the insurer in existence signifie consent to the Authority.

(2) If a provident society, through inadvertence or otherwsseayithout such consent as aforesaid
registered by a name identical with that by whichresuiier or another provident society already in existence
is registered, or so nearly resembling it as to beutzted to deceive, the first-mentioned society shill
called upon to do so by the Authority on the application ofitiserer or the second-mentioned society,
change its name within a time to be fixed by the Authority:

Provided that nothing in this section shall apply to any providgotiety carrying on business before
the commencement of the Insurance (Amendment) Act, 19461@46)

Rules.
74.(1) Every provident society shall, in its rules, settfo

(a) the name, the object and the location of the registefext aff the society

(b) the contingencies or classes of contingency on the happeniwgijabf money is to be paid,;

(c) the condition to be complied with before, and the paymentsetonéde on, admission to the
society;

(d) the rates of premium or contribution, and the periods foiclwlor the times at which
premiums or contributions are payable;

(e) the maximum amount payable to a subscriber or poladgien;

(f) the nature and amounts of the benefits provided for by thetgpc

(g) the circumstances in which a bonus may be paid to a polibgth

(h) the nature of the evidence required for the proof ohdpgpening of any contingency on which
money is to be paid;

(iy the circumstances in which policies may be forfeited aeweed or the whole or a part of the
premiums paid on a policy may be returned or a surrendez \@fla policy may be granted;

()) the penalties for delay in paying or failure to pay prens or contributions;

(k) the proportion of the annual income of society which maglisleursed on and the provisions to be
made for meeting the expenses of the management of tie¢ysoc

() the person or persons who or the authority which shalé lpower to invest the funds of the
society;

(m) the provisions for appointment of auditors and their remuioaist

(n) the procedure to be adopted in altering the rules ofdtiety;

(0) unless these are provided for in the articles of associatiom ®dciety which is a company
incorporated under the Indian Companies Act, 1913 (7 of 19413), under the Indian
Companies Act, 1882 (6 of 1882) or under the Indian Companies Act, 1866 (10 of 1866), or
under any Act repealed thereby:

i. the mode of appointment and removal, the qualification andaens of a director, manager,
secretary or other officer of the society;
ii. the manner of raising additional capital; and



iii. the provisions for the holding of general meetings of thenbags and policy holders and for
the powers to be exercised and the procedure to be folldhwesht; and

(p) such other matters as may be prescribed.

(2) Where the rules of any provident society registeratbuthe Provident Insurance Societies Act, 1912 (5
of 1912), fail to comply with the provisions of this sectidme society shall, before the expiry of twelve
months from the commencement of this Act, amend the sal@s to comply with these provisions.

Amendment of rules

75.(1) No amendment of any rule of a provident society df®Walid until it has been sent to the Authority
and has been registered by him.

(2) The Authority on being satisfied that the proposed amendimerot contrary to the provisions of this
Act shall, unless he is of opinion that the amendment Uwfaffects the rights of existing members or
policy-holders of the society, issue to the society an@aladgment of the registration of the amended rule.

Supply of copy of rules

76. Every provident society shall on demand deliver free of coahy member of the society a copy of the
rules of the society and to any person other than a memilopryatsuch rules on the payment of a sum not
exceeding one rupee.

Registered office

77. Every provident society shall have in India a principal efflon the outside of which it shall keep
displayed its name in a conspicuous position in legib&acters) to which all communications and notices
may be addressed, and shall give notice to the Authority ofchapge in the location thereof within
twenty-eight days of its occurrence.

Publication of authorised capital to contain also subscriletand paid-up capital

78.Where any notice, advertisement or other official publicatioa provident society contains a statement
of the amount of the authorised capital of the society, tidigation shall also contain a statement of the
amount of the capital which has been subscribed and thenampaid-up.

Registers and books.
79.Every provident society shall keep at its principal officéndia

(a) such registers in such form as may be prescribed

(b) a cash book in Which shall be entered separately fdr elss of contingency separately
specified in Section 65 all sums received and expended bgdietysand matters in respect of
which the receipt or expenditure takes place,

(c) aledger;

(d) ajournal.

Revenue account, balance-sheet and annual statements

80. (1) Every provident society shall at the expiry of theepdhr year prepare a revenue account and
balance-sheet in the prescribed form verified in the ptesgnnanner, together with a report on the general
state of the society's affairs and shall cause the revacemunt and balance-sheet to be audited by an
auditor, and the auditor shall so far as may be the afidipprovident society have the powers of, exercise
the functions vested in, and discharge the duties and becstbjne liabilities imposed on, an auditor of
companies by Section 145 of the Indian Companies Adf3 (B of 1913).

(2) Every provident societshall at the expiry of. the calendar year prepare gspect tahat year-

(a) a statement showing separately for each class of contingepayately specified in
Section 65



i the number of new policies effected, the total amount @wstivereby and the
total premium income received in respect thereof andchtimber of existing
policies discontinued during the year with the total amauwsured thereby, and

ii. the total amount of claims made and the total amount paidtisfaction
thereof;

(b) a statement showing details of every insurance effectedliém other than the life of
the person insuring; and
(c) a statement showing the total amount paid as allowancesmntsaand canvassers.

(3) Until the expiry of two years from the commencementhif Act this section and Section 73
shall apply to provident societies registered beftre ¢ommencement of this Act under the
Provident Insurance-Societies Act, 1912 (5 of 1912), Hweifreference to the calendar year were a
reference to either the financial year or the calegdar.

Actuarial report and abstract

81.Every provident society shall once in every five yearat such shorter intervals as may be laid down by
the rules of the society cause an investigation to be made the last day of a calendar year into its
financial condition including the valuation of its liaki#i and assets by an actuary.

(2) The report of the actuary shall contain an abstraghioh shall be stated .

(a) the general principles adopted in the valuation, including théadethy which the valuation
age of lives was ascertained,

(b) the rate at each age of the mortality and any othésrfassumed and the annuity values used in
valuation,

(c) the reserve values held against policies effected,

(d) the rate of interest assumed, and

(e) the provision made for expenses,

and shall have appended to it a certificate signed by aigminofficer of the society that all material
necessary for proper valuation has been placed at thesdispbthe actuary and that full and accurate
particulars of every policy under which there is a ligbeither actual or contingent have been furnished to
the actuary for the purpose of the investigation.

(3) If the actuary finds that the financial conditiookthe society is such that no surplus exists for
distribution as bonus to the policy-holders, or as dividend tohheekolders, he shall state in his report
whether in his opinion the society is insolvent and, if so, véretthshould be wound up or not, and the
extent to which in his opinion existing contracts should beifieal or existing rates of premium should be
adjusted to make good the deficiency in the assets.

Submission of returns to Authority

82(1) The revenue account and balance-sheet with theodadieport thereon and the report on the
general state of the society's affairs referred teub-section2) of Section 80, shall bprinted and four
copies of these and of the statements referred to in stibrs€?) of Section 80, shall be furnished as returns
to the Authority within six months from the end of the pério which they relate.

(2) All the material necessary for the proper valuatibthe liabilities of the society under the provisions of

Section 81 shall be placed at disposal of the actuaryntiihee months from the end of the period to which
such material relates, and the report and abstract reterre®ection 81 shall be furnished as a return to the
Authority within a further period of three months:

Provided that the Central Government may, in any case, extentintkeallowed by this sub-section for the
furnishing of such return by a period not exceeding thresths.

(3) The provisions of sub-section (2) of Section 15 relatindpeéocopies therein referred shall apply to the
returns referred to in sub-section (1) of this section, thedprovisions of Section 17 shall apply to the
accounts and balance sheet of provident sobieitygy a company incorporated under the Indian Companies
Act, 1913(7 of 1913),or under the Indian Companies Act, 1882 (6 of 1&82)nder the Indian Companies
Act, 1866 (10 of 1866) or under any Act repealed therebyeasapply to the accounts and balance-sheet of
an insurer, and the Authority may exercise, in resperttarns made by a provident society and in respect



of an investigation or valuation to which Section 81 reféws,same powers as are exercisable by him under
Sections 21 and 22, respectively, in the case of an msure

Actuarial examination of schemes

83. (1) Every provident society, registered after the commeroerof this Act, shall cause every
scheme of insurance whidhproposes to put into operation, and every provident sooégfigtered before
the commencement of this Act under the provisions of Rnevident Insurance Societies Act, 1912 (5 of
1912), shall cause any scheme which it proposes to put intatigpefor the first time, after such
commencement to be examined by an actuary, and shalleneive any premium or contribution in
connection with the scheme until the actuary has certifiatthe rates, advantages, terms and conditions of
the scheme are workable and sound and such certificate mefobearded to the Authority.

(2) The provisions of sub-section (1) shall apply to atgrafion of a scheme already in operation, but
the Authority may, if he is of opinion thahe alteration unfairly affects the interests of existpalicy
holders, prohibithe alteration, and, if he does so, the society shalpuiothe altered scheme into operation,
unless it first discharges to the satisfaction of thethdrity all its liabilities to those of the existing pmfi
holders who dissent from the alteration.

(3) Every provident society registered before the conuament of this Act under the provisions of the
Provident Insurance Societies Act, 1912 (5 of 1912), shallp@s as may be and in any event before the
expiry of six months from the commencement of this Adbnsit all schemes of insurance which the society
has in operation at the commencement of this Act to exammdly an actuary and shall, before the
expiration of six months from the commencement of the Insur@acendment) Act, 1941 (13 of 1941),
send the report of the actuary thereon to the Authority

(4) The report of the actuary shall state in respéaach scheme whether the advantages, terms and
conditions are workable and sound and, where no actuarial epgrtas is referred to in Section 81 has
been made within the two years preceding the examindt®meport shall also state whether the assets of
the society are sufficient to meet its liabilities untter existing schemes, and, if not how in the opinion of
the actuary the existing contracts should be modified.

(5) If the rates, advantages, terms and conditions ofseahgme are not reported by the actuary to be
workable and sound, Authority shall give notice to the sociedkipiting the scheme, and the society shall
not after its receipt of such notice enter into any eentract of insurance under the scheme, but all rights
and liabilities in respect of contracts of insurance exténto by the society before receipt of the notice
shall, subject to the provisions of subsection (6), caetims if the notice had not been given.

(6) Where a scheme is prohibited under the provisions of sidisé8) the society shall, where its
assets are sufficient to meet-all existing liabilitiest apart out of its assets the sum sufficient in theéapin
of the actuary to meet the liabilities incurred undersitlieme so prohibited, and, where its assets are not so
sufficient, within three months from the date of the prohihitiapply to the Court for a modification of its
existing contracts or failing such modification for thimding up of the society.

Separation of accounts and funds

84. Where a provident society effects policies of insuranceoimection with more than one of the
classes of contingency separately specified in sub-se@oaf Section 65, the receipts and payments in
respect of each such class shall be recorded in a sepacaint in the cash book kept in accordance with
Section 79.

Investment of funds

85.(1) [Repealed}

(2) No funds or investments of a provident society excefapmsit made under Section 73 or under the law
of any State or country relating to insurance shall b¢ égyerwise than in the name of the society or in the
name of a public officer approved by the Central Gowemt.

(3) No loan shall be made out of the assets of a proveteEmety to any director, manager, managing agent,

auditor, actuary, officer or partner of the society, @xa@m the security of a policy of insurance held in the
society and within its surrender value and no such loaalt I made to any concern of which a director,



manager, managing agent, actuary, officer or partner afdbiety is a director, manager managing agent,
actuary, officer or partner:

Provided that nothing in this sub-section shall apply to loans made pyovident society to a banking
company:

Provided further that where any event occurs giving rise to circumstnite existence of which at the
time of the grant of any subsisting loan would have made gach g contravention of this sub-section, such
loan shall, notwithstanding any contract to the contrbeyrepaid within three months from the occurrence
of such event or from the commencement of the Insuralmerfdment) Act, 1946 (6 of 1946), whichever
is later; and in case of default, the director, managelitay actuary or partner concerned shall, without
prejudice to any other penalty which he may incurseda hold office in the society on the expiry of the
said three months.

(3A) Any loan prohibited under sub-section (3), made before atstamding at the commencement of the
Insurance (Amendment) Act, 1940 (2 of 1940) shall be repaintdodiie 1st day of January, 1941, and in
case of defaulthe director, manager managing agent, auditor, actuaigeoffr partner who has received
the loan or is connected with the concern which has retéiveloan, as the case may be, shall cease to hold
office in or be a partner of the society and shallnedigible to hold office in or to be a partner of tleeisty

until the loan is repaid.

(4) Any director, manager, managing agent, auditor, agtuafficer or partner of a society which

contravenes the provisions of sub-section (3), who is knoweglsrty to the contravention, shall without
prejudice to any other penalty which he may incur be jpiatid severally liable to the society for the
amount of the loan, and such amount, together with intérast the date of the loan at such rate not
exceeding twelve per cent per annum as the Authority magtiall on application by the Authority to any
civil court of competent jurisdiction be recoverable by execution asdécree for such amount had been
passed by that Court.

(5) The provisions of Section 86D of the Indian Companies 2813 (7 of 1913), shall not apply to a loan

granted to a director of a provident society being a comfahg loan is one granted on the security of a
policy on which the society bears the risk and thecgolias issued to the director on his own life and the
loan is within the surrender value of the policy.

Inspection of books.

86. The books of every provident society shall at all reaslenimes be open to inspection by the
Authority or any person appointed by him in this behalf omhy member or policy-holder of the society
who has, on application in this behalf, been permittethbyAuthority subject to such conditions, if any, as
he may impose, to make such inspection.

87.Inquiry by or on behalf of Authority.

87. (I) The Authority shall at least once in two years andy,mf he thinks fit, at any time visit
personally or depute a suitable person to visit the principadeotif a provident society or the principal
office in India of a society having its principal plaafe
business or domicile outside India and inquire into the aftditse society or mawfter givingnotice to the
society and giving it an opportunity to be heard, diserth an inquiry to be made by an auditor or actuary
appointed by him or by both an auditor and an actugpgiaped simultaneously, or first by an auditor only
or an actuary only and afterwards by an actuary ditau

(2) For the purposes of any such inquiry Authority or thditar or actuary, as the case may be, shall be
entitled to examine all books and documents of the societynayddemand from the society or any officer
of the societysuch explanations as he may require on any matter retatthg affairsof the society.

(3) The results of any such inquiry shall be recorded inngitly the persomaking the inquiry, and four
copies of the record shall be supplied to the Authority w&hdn the inquiry is completed, a copy of the
record, or of each such record wharere than one are made in the course of the same inghal be sent
by the Authority to the society concerned and shabhen to inspection by any member or policy-holder of
the society.



(4) All expenses of incidental to any inquiry mamean auditor or actuary under sub-section (1) including
any expenses incurred before the date on which the Autledéjves notice of an appeal under Clause (e)
of sub-section (1) of Section 110 shall be defrayed by theidgaolvsociety, shall have priority over other
debts due from the society, and shall be recoverable asear of land-revenue.

(5) The Authority may by notice in writing require theopident society to comply within a time to be
specified therein (not being less than fifteen days fteenreceipt of the notice by the society) with any
directions he may issue to remedy defects disclosed mgairy under this section.

(6) If the society fails to comply with any direction isduender subsection (5), the Authority may, after
giving notice to the society and giving it an opportunitypéoheard, apply to the Court for the winding up of
the society.

Amalgamation and transfer of insurance business

87A (1) The insurance business of a provident society masabsferred to any person or transferred to or
amalgamated with the insurance business of any other prowdergtyin accordance with a scheme
prepared under this section and sanctioned by the Authority.

(2) Any scheme prepared under this section shall set ouagleement under which the transfer or
amalgamation is proposed to be effected, and shall conteinfarther provisions as may be necessary for
giving effect to the scheme.

(3) Before an application is made to the Authority to Sancany such scheme, notice of the intention to
make the application together with a statement of ther@af the amalgamation or transfer, as the case may
be, and of the reason there for, shall at least two mobh#iere the application imade, be sent to the
Authority and certified copies, four in number, otkaf the following documents shall be furnished to him,
and other such copies shall during the two months afores&epb@®pen for the inspection of the members
and policy-holders at the principal and branch offices of theigent societies concerned, namely:

a) a draft of the agreement or deed under which itapg@sed to effect the amalgamation or
transfer,

b) balance-sheets in respect of the insurance business of ehehpobvident societies concerned
in such amalgamation or transfer,

c) actuarial reports and abstracts in respect of the insairbosiness of each of the provident
societies so concerned,

d) areport on the proposed amalgamation or transfer, gefgran independent actuary,

e) any other reports on which the scheme of amalgamatitrarsfer was founded;

and the balance-sheets, reports and abstracts referie@lauses (b), (c) and (d) shall all be preparedtas
the date at which the amalgamation or transfer if saredidry the Authority is to take effect, which date
shall not be more than twelve months before the date ohwthe application to the Authority is made
under this section:

Provided that the Authority may exempt the provident society oretms concerned from furnishing to him
and from keeping open for inspection any one or more ofttheeadocuments

(4) When any application such as is referred to in sutiese8) is made to the Authority, he may require, if
for special reasons he so directs, notice of the aijuitto be sent to every person resident in India who is
the holder Of a policy of any provident society concerned aagcause a statement of the nature and terms
of the amalgamation or transfer, as the case may Ilbe, paiblished in such manner and for such periods as
he may direct, and after hearing: the societies concesuetl policy-holders as apply to be heard and such
other persons as he may deem fit, may sanction the arrangéhhe is satisfied that no sufficient objection
to the arrangement has been established and shall makeasgguential orders as are necessary to give
effect to the arrangement, including orders as to the dispbany deposit made under Section 73:

Provided that:
a) no part of the deposit made by any party to the amalgamat transfer shall be returned except

where, after effect is given to the arrangement thdevbiothe deposit to be made by the provident
society carrying on the amalgamated business or therpgwswhom the business is transferred is



completed;

b) only so much shall be returned as is no longer required to etemiple deposit last mentioned in
Clause (a);

c) while the deposit last mentioned in Clause (a) remains uremdpno accession, resulting from
the arrangement, to the amount already deposited by thedenbvsociety carrying on the
amalgamated business or the person to whom the busineasstetred shall be appropriated as
payment or part payment of any instalment of depositesptently due from it or him under
Section 73.

(5) A copy of the order under subsection (4) sanctioningfoising to sanction the arrangement shall be sent
to each of the societies concerned and to each of the/{haliders who applied to be heard.

(6) If the scheme involves a reduction of the amount of theanserand other contracts of the transfer or
society or of any or all of the societies concermedhie amalgamation, the Authority may sanction the
scheme, reducing the amount of such contracts upon sumb #rd subject to such conditions as he may
think proper, and the reduction of the contracts as sanctigngetAuthority shall be valid and binding on
all the parties concerned.

Winding up by Court and voluntary winding up

88. (1) The Court may order the winding up of a provident spdieing a company incorporated under
the Indian Companies Act, 1913 (7 of 1913), or under the Indian CoespAnt, 1882, (6 of 1882) or under
the Indian Companies Act, 18 (10 of 1866), or under any Amtaled thereby and the provisions of the
Indian Companies Act, 1913 (7of 1913) shall, subject tptbeisions of this Part, apply accordingly.

(2) In addition to the grounds on which an order may be base@atlmt may order the winding up of a
provident society if the Authority, who tgereby authorised to do so, applies in this behalf to thet@n
any of the following grounds, namely:

(a) that the registration of the society has been cancellegr satbsection (4) of Section 70;

(b) that it appears from the returns furnished under the poo®f this Act or as the result of an
inquiry made under Section 87 that the society, is insalvent

(c) that the continuance of society is prejudicial to intesresthe policy-holders.

(3) A provident society being a company incorporated urigeintian Companies Act, 1913 (7 of 1913) or
under the Indian Companies Act, 1882, (6 of 1882),naten the Indian Companies Act 1866 (10 of 1866)
or under any Act repealed thereby may be wound up volunfariigcordance with thprovisions of the
Indian Companies Act, 1913, but shall not be so wound up exXoepthe purpose of effecting an
amalgamation or re-construction of the society or on tioergl that by reason of its liabilities it cannot
continue its business.

(4) A provident society not being a company incorporateeutige Indian Companies Act, 1913df71913)

if or under the Indian Companies Act 1882 (6 of 1882), or urttedridian Companies Act, 1866 (10 of
1866) or under any Act repealed thereby may be wound up tedlynunder this Act if a resolution is
passed by the proprietors that the society should be wound up vibyuitathe purposes or on the ground
specified in sub-section (3), and the Authoritgy, in any case where he has ordered the canceli#tibe
registration of a society under sub-section (4) of Secotler the winding up of the society under this Act.

Reduction of insurance contracts

89. The Court may make an order reducing the amount of the insutantacts of a provident society
upon such termand subject to such conditions as the Court thinks just-

(a) if the Authority as an alternative to canceling theasegtion of a society under sub-section (4)
of Section 70 applies to the Court in thishalf;

(b) if while a society is in liquidation the Court thinks fit;

(c) if when a society has been proved to be insolvent the Caduokstfit to do so in place of
making an order for the winding up of the society; or

(d) if the Court is satisfied on an application made in this lbddyathe society supported by the
report of an actuary, and after giving the policy-holdersapportunity to be heard that it is
desirable to do so.



Appointment of liquidator

90. (1) Where a provident society is to be wound up whether undéndien Companies Act, 1913 (7
of 1913), or under this Act, the society shall, withéven days from the date of the order of @wurt
ordering the winding up of the passing of the resolution authgrilse winding up, as the case may be, give
notice thereof to the Authority shall appoint the liquidatad ahall determine the remuneration to be paid to
him:

Provided that if the Authority is not satisfied that the assétshe society are sufficient to meet the
costs of liquidation including the remuneratiointhe liquidator, he may decline to make such appointment
and in such a case the society shall itself appoint a Atpridvho shall carry out the liquidation as if the
winding up was being done by an order of the Court.

(2) Any liquidator appointed by the Authority under subsec(il) may be removed by the Authority if
satisfied that the duties entrusted to him are not beimygeply discharged.

Application of Act to liquidators

90A. Notwithstanding anything to the contrary contained in the mdiampanies Act, 1913 (7 of
1913), the provisions of Sections 91, 92 and 93 shall applytbcuridator appointed to wind up a
provident society, whether by the Court, the Authority orsthaety itself.

Powers of liquidator.
91.(1) A liquidator appointed to wind up a society shall hpoeer

(a) toinstitute or defend any legal proceedings on behalf ooty by his name of office;

(b) to determine the contribution to be made by members of thetgaoespectively to the assets of the
society;

(c) to investigate all claims against the society and toddequestions of priority arising between
claimants;

(d) to determine by what persons and in what proportion the codtsediquidation including the
remuneration of the liquidator and aeypenses incurred under Clause (g) of this sub-sectioa are t
be borne;

(e) to give such directions in regard to the collection andibligion of the assets of the society as may
appear to him to be necessary for winding up the affditise  society;

(f) to summon, and enforce the attendance of, withesses aochfel the production of  documents
by the same means and as far as may be isaime manner as is provided in the case of a civil
court by the Code of Civil Procedure, 1908 (5 of 1908);

(g) with the sanction of the Authority to employ such establistinand to obtain such assistance
from an actuary or an auditor as may be necessary folisblearge of his duties;

(h) to sell the immoveable and moveable property of the sotigtpublic auction or private
contract, with power to transfer the whole therecdny person or society or to sell the same in
parcels.

(2) The liquidator shall, for settling the list of contribiés and releasinthe amount of contributions,
have the same powers as an offitiglidator appointed by the Court for the winding up ofoenpany
under the Indian Companies Act, 1913 (7 of 1913).

Procedure at liquidation

92. (1) As soon as a liquidator is appointedwind up a society he shall take charge of all property
moveable or immoveable of the society and of all isklsaand documents.

(2) If any proprietor or officer of the society or any atperson retains any portion of the assets of the
society or fails to deliver to the liquidator any book or doent when so required by the liquidator, he shall
be punishable with imprisonment which may extend to six monthajtb fine which may extend to five
hundred rupees, or with both, and the Court may order the debfi¢he assets or book or document to the
liquidator.

(3) The liquidator shall, within fifteen days of his appoients send notice by post to all persons who



appear to him to be creditors of the society that a mgeti the creditors of the society will be held on a
date not being less than twenty-one or more than twenty-gdgls after his appointment, and at a place and
hour to be specified in the notice, and shall also adventisee of the meeting once in the local official
Gazette and once at least in two newspapers circulatithg State in which the society is situated.

(4) At the meeting so held the creditors shall determihether an applicatioshall be made for the
appointment of any person as liquidator in the place @iotly with the liquidator already appointed, or for
the appointment of a committee of inspection, and, if geeresolve and an application accordingly is made
at any time not later than fourteen days after the datbeomeeting by any creditor appointed for the
purpose athe meeting, the Authority may, if he thinks fit, appoint a su@aterson in place of or jointly
with the liquidator already appointed, and determine the reratioerto be paid to him and if he considers it
desirable, may also appo@mtcommittee of inspection.

(5) The committee of inspection shall, subject to prascribed conditions, have a general power of
supervision over the acts of the liquidator and shall have g to inspect his accounts at all reasonable
times.

(6) The liquidator shall, with such assistance from an agtas may be required, ascertain as soon as
practicable the amount of the society's liability every person appearing by the society's books to be
entitled to or interested in any policy issued by theetgciand shall give notice of the amount so found to
each such person in the prescribed manner and each such persoeiding such notice shall be bound by
the value so ascertained.

(7) The liguidator shall make a valuation of the asskteensociety and an estimate of the costs of the
winding up, and shall, on the basis of these settle theflintributories.

(8) The liquidator shall apply to the Authority for arder for the return of the deposit made by the
society under Section 73 and the Authority shall on suphication order the return of the deposit subject to
such terms and conditions as he may think fit.

(9) In administering and distributing the assets of dbeiety the liquidatoshall have regard to any
directions that may be given by the creditors or contrifiegat a general meeting or by the Authority.

(10) The liquidator shall keep books of account in which he staitdethe proceedings at all meetings
attended by him, all amounts received or expended by him gnoltlaer matter that may be prescribed, and
these books mawith the sanction of the Authority be inspected by amgitor orcontributory.

(112) If the winding up continues for more than a year theidator shall summon a meeting of the
creditors and contributories at the end of the firstrynd of eacBucceeding year, and shall lay before them
an account of his acend dealings and of the conduct of the winding up, andatt@iunt together with any
views expressed thereon by the meeting shall be forwatigebljquidator within one week after the meeting
to the Authority.

(12) So far as is not otherwise provided herein or is nbéraise prescribed under this Act, the
liquidator shall so far as practicable follow the paweto be followed by an official liquidator appointed
by the Court for the windingp of a company under the Indian Companies Act, 1913 (7 of 1913).

(13) The costs of the liquidation including the remunenatibthe liquidatorand any expenses incurred
under Clause (g) of sub-section (1) of Secfdrshall, if thdiquidator decides that they shall be payable out
of the assets dhe society, be payable in priority to all other claims.

Dissolution of provident society

93. (1) As soon as the affairs of a provident society are fubynd up the liquidator shall prepare an
account of the winding up showing how the winding up has beeducted and the property of the society
has been disposed of and shall call a meeting of the msnaeditors and contributories for the purpose of
laying before it the account and giving any explanatioretioér

(2) Notice of the meeting shall be sent to each person ¢hdilly and shall be advertised in the local
official Gazette and in at least two newspapers atoujin the State in which the society is situated.

(3) Within one week after the meeting the liquidatoall send to the Authority a Copy of the account



and shall report to him the holding of the meeting and its datk shall forward to him a copy of the
proceedings of the meeting.

(4) The Authority may return the account to the liquidatat is incomplete or unsatisfactory and may
require the liquidator to carry out any further steps sy to complete the winding up and the liquidator
shall comply with such requirement and shall submit a éantbport to the Authority within six months.

(5) If the Authority is satisfied that the affairstbie society haveeen fully wound up he shall register
the account of the liquidator who shall forthwith make owerthe Authority sums, If any, remaining
undisposed ofand on the expiry of three months from the registeringhefaccount the Authority shall
declare the society dissolved and cause the dissolution cfothiety to be notified irthe local official
Gazette, and the liquidator shall thereupon be dischargedftirther responsibility.

(6) If within a period of five years from the date on whahy sums have been made over to the
Authority under sub-section (5) an order of a court of petent jurisdiction has not been obtained at the
instance of any claimant to such sums for their disposal,s#id sums shall become the property of
Government.

Nominations and assignments

94. (1) The provisions of Sections 38 and 39 relating to assignrransfer and nomination in the case of
life insurance policies shall, subject to the provisionthis section, apply to policies of insurance isshed
any provident society covering any of the contingenciesifipé in Clause (a) of sub-section (2) of Section
65.

PART IV

MUTUAL INSURANCE COMPANIES AND CO-OPERATIVE LIFE
INSURANCE SOCIETIES

Definitions.

95. (1) In this Part, before the date of commencementhef Insurance Regulatory and Development
Authority Act, 1999, -

(a) "Mutual Insurance Company" means an insurer, beingnapany incorporated under the Indian
Companies Act, 1913 (7 of 1913), or under the Indian Comparies882 (6 of 1882), or under the Indian
Companies Act, 1866 (10 of 1866) or under any Act, repealedbthennich has no share capital and of
which by its constitution only and all policy-holders are rbers;

and

(b) "Co-operative Life Insurance Society" means an ersbeing a society registered under the Co-operative
Societies Act, 1912 (2 of 1912) or under an Act of a Stateslagre governing the registration of co-
operative societies which carries on the businessefrgurance and which has no share capital on which
dividend or bonus is payable and of which by its constitutiog oriinal members on whose application
the society is registered and all policy-holders are mesnber

Provided that any co-operative life insurance society in eristeat the commencement of this Act shall be
allowed a period of one year to comply with the provisiohthis Act.

(2) Notwithstanding anything contained in sub-section (1), atbeperative societies may be admitted as
members of a co-operative life insurance society, witheirtg eligible to any dividend, profit or bonus.

(3) A State Government may, subject to any rules madaebZeéntral Government, empower the Registrar
of Co-operative Societies of the State to registeomerative societies for the insurance of cattle or crops or
both under the provisions of the Co-operative Societi¢sniorce in the State.

(4) A State Government may make rules not inconsistent withrides made by the Central Government to
govern such societies, and the provisions of this Actp ifasas they are inconsistent with those rules, shall
not apply tosuch societies.



Application of Act to Mutual Insurance Companies andCo-operative Life Insurance Societies

96. The provisions of Sections 6 and 7 asfdsub-section (2) of Sectid?0, so far as those provisions
are inconsistent with the provisions of this part, shatlapply, and the provisions of this Part shall apply, to
co-operative life insurance societies.

Working capital of Mutual Insurance Companies and Co-operatve Life Insurance Societies

97. No co-operative life insurance society registered dfier 26th day of January, 1937 under the
Co-operative Societies Act, 1912 (2 of 1912) or under ah dkca State Legislature governing the
registration of co-operative societies shall be regidtaraler this Act, unless it has as working capital a sum
of fifteen thousand rupees, exclusive of the deposit tonbde before or at the time of application for
registration in accordance with sub-sect{@h of Section 98 of this Act and of the preliminary expenges,
any, incurred irthe formation of the company or society.

Deposit to be made by Mutual Insurance Companies andd=operative Life Insurance Societies

98. (1) Everyday Co-operative Life Insurance Society shalkegpect of the life insurance business
carried on by it in India, deposit and keep deposited withadrihe offices in India, of the Reserve Bank of
India for and on behalf of the Central Government, a stitwo hundred thousand rupees in cash or in
approved securities estimated at the market value of theteescon the day of deposit.

(2) The deposit referred to in sub-section (1) may be madestalments, of which the first shall be a
payment, made before or at the time aipplication for registration under this Act is made, of Beslthan
twenty five thousand rupees or such sum as with any dep@sitously made by the insurer under the
provisions of the Indian Life Assurance Companies Act, 81&f 1912), brings the amount deposited up to
not less than twenty-five thousand rupees, and the subsegsifinents shall be annual instalments made
before the expiry of each subsequent calendar year afnaant in caslor in approved securities estimated
at the marked value of the securities on the day of payafiehe instalment, equal to not less than one-third
of the premium income in the preceding calendar year asrsimotive revenue account.

(3) The provisions of sub-section (7) of Section 7 shallyapplrespect of a co-operative life insurance
society as if for the words "under the foregoing provisidrtis section” the words and figures "under the
provisions of Sec. 98" were substituted.

Prohibition of loans

98A. The provisions of Section 29 shall apply to cooperative tisaiance societies as they apply to other
insurers.

Transferees and assignees of policies not to becomennhers

99. No transferee or assignee of a policy issued by an insurenom this Part applies shall become a
member of a mutual insurance company or a cooperate/adifirance society merely by reason of any such
transfer or assignment.

Publication of notices and documents of Mutuallnsurance Companies and Cooperative Life
Insurance Societies

100. Notwithstanding the provisions of Sections 79 and 131 of the Indiarp@ues Act, 1913 (7 of
1913), a mutual insurance company or a co-operative lilgranse society may, instead of sending the
notices and the copies of the balance-sheet, revenaarda@nd othedocuments which they are required to
send to the members under thesetions, publish such notice together with a sumnratyé prescribed
form of the balance-sheet and revenue account once in a pavgpeolished in the Englidanguage and in
a newspaper published in an Indian language circulatingpanptace where the principal office of the
company is situated:

Provided that, where any members of the company are domidilead $tate other than that in which the
principal office of the company is situated, publicationtted notice of the meetings shall made in a
newspaper or newspapers published in the principal languégiest Gtate and circulating therein and any
member of the company domiciled in that State shall bélezhtbon application to the company to receive



from it a copy of the balance-sheet and revenue account.
Supply of documents to members

101 Every mutual insurance company and every Co-operatifee Ihsurance Society shall, on the
application of any members made within two years froend&ite on which any such document is furnished
to the Registrar of Companies under the provisions of@etB4 of the Indian Companies Act, 1913 (7 of
1913), or to the Registrar of Co-operative SocietiehefState in which the Co-operative Life Insurance
Society is registered furnish a copy of the document fre@st to the member within fourteen days of the
application.

PART IV-A

RE-INSURANCE

Re-insurance with Indian reinsurers

101A. (1) Every insurer shall re insuvéth Indian re-insurers such percentage of the sum assuregctn
policy as may be specified by the Authority with the poesi approval of the Central Government under
sub-section (2).

(2) For the purposes of sub-section (1), the Authority magwyotification in the official Gazette,—

(a) specify the percentage of the sum assured on each polibe teeinsured and different
percentages may be specified for different classasafance:

Providedthat no percentage so specified shall exceed thirty perofehe sum assured on such
policy; and

(b) also specify the proportions in which the said percentage Iseéallocated among the Indian
re-insurers.

(3) Notwithstanding anything contained in sub-section (1), resurer carrying on fire-insurance
business in India may, in lieu of re-insuring the peragntapecified under sub-section (2) of the sum
assured on each poliéy respect of such business, re-insure with Indian re@nswuch amount out of the
first surplus in respect of that business as he thiitkssd however that the aggregate amount of the
premiums payable by him on such re-insurance in any igeaot less than the said percentage of the
premium income (without taking into account premiums on serence ceded or accepted) in respect of
such business during that year

Explanation-For the purposes of this-section, the year 1961 shall beetb&o mean the period from
the 1st April to the 31st December of that year.

(4) A notification under subsection (2) may also specify the gesind conditions in respect of any
business of re-insurance required to be transacted undeettisn and such terms and conditions shall be
binding on Indian re-insurers and other insurers.

(5) No notification under sub-section (2) shall be issuezbgixafter consultation with the Advisory
Committee constituted under Section 101B.

(6) Every notification issued under this section shall belafdre each House of Parliament, as soon as
may be, after it is made.

(7) For the removabf doubts, it is hereby declared that nothing in subsedtl) shall be construed as
preventing an insurer from reinsuring with any Indianngdrer or other insurer the entire sum assured on
any policy or any portion thereof in excess of the pgagge specified under sub-section (2).



(8) In this section,

i "policy" means a policy issued or renewed on or after gteday of April,
1961, in Respeaif general insurance business transacted in India and does not
include a re-insurance policy; and

ii. ‘Indian re-insurer" means an insurer specified in dabse (b) of Clause (9) of
Section 2 who carries on exclusively re-insurance busiaeddsapproved in
this behalf by the Central Government.

Advisory Committee

101B. (1) The Authority with the previous approval of the Cer@@lernment shall, for the purposes of
Section 101A, constitute an Advisory Committee consistingatfmore than five persons having special
Knowledge and experience of the business of insurance.

(2) The term of office of, and the allowance payable to, bem of the Advisory Committee, the
procedure to be followed by, and the quorum necessary forathgaction of business of, the Committee and
the manner ofilling casual vacancies therein shall be such as maletermined by the regulations made by
the Authority.

Examination of re-insurance treaties
101C.The Authority may, at anfme

(a) call upon an insurer to submit for his examination at the ipahglace of business of the
insurer in India all re-insurance treaties and othenserance contracts entered into by the
insurer;

(b) examine any officer of the insurer on oath in relatm@any such document as is referred to in
Clause (a) above; or

(c) by notice in writing, require any insurer to supply hinthacopies of any of the documents
referred to in Clause (a), certified by a principalaaf of the insurer.

PART V
MISCELLANEOUS
Penalty for default in complying with or act in contraventionof, this Act.
102. If any person, who is required under this Act, or rulesegrulations made there under,-
(a) to furnish any document, statement, account, return or repothé Authority fails to
furnish the same; or
(b) to comply with the directions, fails to comply with suclediions;
(c) to maintain solvency margin, fails to maintain such solverexgim;
(d) to comply with the directions on the insurance treatiess tailcomply with such directions
on the insurance treaties,
he shall be liable to a penalty not exceeding five laklees for each such failure and punishable with fine.
Penalty for carrying on insurance business in contravenbin of sections 3, 7 and 98:
103.1f a person makes a statement, or furnishes any documeetnstat, account, return or report which
is false and which he either knows or believes to be false srrindelieve to be true,-
(a) he shall be liable to a penalty not exceeding five lakh rufoessach such failure; and
(b) he shall be punishable with imprisonment which may extend to ybas or with fine for
each such failure.

Penalty for false statement in document

104.1f a person fails to comply with the provisions oftgec 27 or section 27A or section 27B or



section 27C or section 27D, he shall be liable to a penaltyeroteding five lakh rupees for each such
failure.

Wrongfully obtaining or withholding property.

105. If any director, managing director, manager, or otfiicer or employees of an insurer wrongfully
obtains possession of any property or wrongfully applies to anysgerpf the Act, he shall be liable to a
penalty not exceeding two lakh rupees for each such failure.

Offences by Companies

105A.(1) Where any offence under this Act has been committedtynpany, every person who, at the
time the offence was committed, was in charge of, andesa®nsible to, the company for the conduct of
the business of the company as well as the company shall inedléz be guilty of the offence and shall be
liable to be proceeded against and punished accordingly:

Provided that nothing contained in this sub-section shall render any pac$on liable to any punishment,
if he proves that the offence was committed without his kdgw/ler that he had exercised all due diligence
to prevent the commission of such offence.

(2) Notwithstanding anything contained in sub-section(1), whese aifence under this Act has been
committed by a company and it is proved that the offence has t@amitted with the consent or
connivance of, or it attributable to any neglect on thé gfaany director, manager, secretary or other officer
of the company, such director, manager, secretary ar afficer shall be deemed to be guilty of that
offence and shall be liable to be proceeded against and pdiisterdingly.

Explanation- For the purposes of this section,-

(a) “company” means any body corporate, and includes-
i. afirm; and
ii. an association of persons or a body of individuals, whetkerporated or not; and

(b) “director” in relation to —
i. afirm, means a partner in the firm;
ii. an association of persons or a body of individuals, meansmamyber controlling the affairs

thereof.

Penalty for failure to comply with section 32B

105B. If an insurer fails to comply with the provisions of sextB32B, he shall be liable to a penalty not
exceeding five lakh rupees for each such failure and sleapunishable with imprisonment which may
extend to three years or with fine for each such failure.

Penalty for failure to comply with section 32C

105C. If an insurer fails to comply with the provisions etion 32C, he shall be liable to a penalty not
exceeding twenty-five lakh rupees for each such failure mitiaki case of subsequent and continuing failure,
the registration granted to such insurer under sectitialBlze cancelled by the Authority.

Power of Court to order restoration of property of insurer or compensation in certain cases

106. (1) If, on the application of the Authority or an Admitrator appointed under Section 52-A or an
insurer or any policy-holder or any member of an inswac@mpany or the liquidator of an insurance
company (in the event of the insurance company beinguidktion), the Court is satisfied—

(a) that any insurer (including in any case where the insaraniinsurance company any person who
has taken part in the promotion or formation of the insuraocgpany or any past or present
director, managing agent, manager secretary or liquidator) or Hiicgioemployee or agent of the
insurer,—

i. has misapplied or retained or become liable or becomeiaizdge for any money or
property of the insurer; or
ii. has been guilty of any misfeasance or breach of trustation to the insurer; or



(b) that any person, whether he is or has been in any arayectedwith the affairs of the insurer or
not, is in wrongful possession of any money or property ofrtherer or having any such money
or property in his possession wrongfully withholds it or basverted it to any use othéiran that
of the insurer; or

(c) that by reason of any contravention of the provisions ofAbts the amount of the life-insurance
fund has been diminished;

the Court may examine any such insurer, director, managjaegt, manager, secretary or liquidator or any
such other officer, employee or agent of the insuresuch other person, as the case may be, and may
compel him to contribute such sums to the assets of theeinby way of compensation in respect of the
misapplication, retainer, misfeasance or breach of, tasshe Court thinks fit, or to pay such sum as may be
found due from him in respect of any money or property ®finlsurer for which he is liable or accountable
or to restore any money or property of the insurer or @ary thereof, as the case may be; and where the
amount of the life insurance fund has been diminished bymeafsany contravention of the provisions of
this Act, the Court shall have power to assess the suwhimh the amount of the fund has been diminished
and to order the person guilty of such contravention toriboié to the fund the whole or any part of that
sum by way of compensation; and in any of the aforesasds the Court shall have power to order interest
to be paid at such rate and cases the Court shall have fooreler interest to be paid at such rate and from
such time as the Court may deem fit.

(2) Without prejudice to the provisions contained in suliise¢1) or subsection (3), where it is proved that

any money or property of an insurer has disappeared or haddstethe Court shall presume that every

person in charge of, or having a disposing power over, suckyyarproperty at the relevant time (whether

a director, manager, principal officer or any other offideas become accountable for such money or
property within the meaning of sub-clause (i) of Cla{@eto sub-section (1), and the provisions of that sub-
section shall apply accordingly, unless such person pittvagshe money or property has been utilised or
disposed of in the ordinary course of the business of the imasndefor the purpose of that business or that
he took all reasonable steps to prevent the disappearahagsasf such money or property or otherwise

satisfactorily accounts for such disappearance or loss.

(3) Where the insurer is an insurance company and atheadcts referred to in Clauses (a), (b) and (c) of
sub-section (1 ) has been committed by any person, evesgrpaiho was at the relevant time a director,
managing agent, manager, liquidator, secretary or othereofif the insurance company shall, for the
purposes of that sub-section, be deemed to be liabledbatt in the same manner and to the same extent as
the person who has committed the act, unless she provteleahect was committed without his consent or
connivance and was not facilitated by any neglecnaission on his part.

(4) Where at any stage of the proceedings against asgrpander this section (hereinafter referred to as the
delinquent), the Court is satisfied by affidavit or othlise—

(a) thata prima facie cas@as been made out against the delinquent; and
(b) that it is just and proper so to do in the interests optiieyholders of an insurer or of the
members of an insurance company, the Court may direettdehment of
i. any property of the insurer in the possession of the delinquent

ii. any property of the delinquent which belongs to him or is ddeiméelong to
him with the meaning of sub-section (5);

ii. any property transferred by the delinquent within two yearforéethe
commencement of proceedings under sub-section (dyrimg the pendency of
such proceedings/ if the Court is satisfied by affidavitotirerwise that the
transfer was otherwise than in good faith and for coresida.

(5) For the purposes of sub-section (4), the followingsea of property shall be deemed to belong to a
delinquent:

(a) any property standing in the name of any person which Ispneaef the person being connected
with the delinquent, whether by way of relationship or othsgwbr on account of any other
relevant circumstances appears to belong to the delinquent;

(b)  the property of a private company in respect of theraffafi which the delinquent, by himself or
through his nominees, relatives, partners or persons itgadrasany shares of the company is
able to exercise or is entitled to acquire control, whedirect or indirect.



Explanation.—For the purposes of this section a person shall be de¢mméxd a nominee of a
delinquent, if, whether directly or indirectly, he posssson behalf of the delinquent, or may be required to
exercise on the direction or on behalf of the delinquent, &y ar power which is of such a nature as to
enable the delinquent to exercise or to entitle the dadintjto acquire control over the company's affairs.

(6) Any claim to any property attached under this sectioany objection to such attachment shall be
made by an application to the Court, and it shall be foclgienant or object or to adduce evidence to show
that the property is not liable to attachment undex $kiction, and the Court shall proceed to investigate the
claim or objection in a summary manner.

(7) When disposing of an application under sub-sectiorth{&)Court shall, after giving all persons who
appear to it to be interested in any property attached uhdesection an opportunity of being heard, make
such order as it thinks fit respecting the disposal of such property for the purpose of effectually
enforcing any liability under this section, and all such @essshall be deemed to be parties to the
proceedings under this section.

(8) In any proceedings under this section the Court shall fhuliveower and exclusive jurisdiction to
decide all questions of any nature whatsoever arising theder and, in particular, with respect to any
property attached under this section, and no other courthsiva jurisdiction to decide any such question in
any suit or other legal proceeding.

(9) In making any order with respect to the disposal efftoperty of any private company referred
to in Clause (b) of sub-section (5), the Court shall haveetjggd to the interests of all persons interested in
such property other than the delinquent and persons referiethiat clause.

(10) This section shall apply notwithstanding that the act ésfonwhich the person concerned may be
criminally liable.

(12) In proceedings under this section the Court shall Hatleegpowers which a court has under Section
237 of the Indian Companies Act, 1913 (7 of 1913).

(12) This section shall apply in respect of a providentespas defined in Part 11l as it applies in respect
of an insurer.

(13) On and from the commencement of the Insurance (Seconddameat) Act, 1955 (54 of 1955), the
Court entitled to exercise jurisdiction under this section $lgathe High Court within whose jurisdiction the
registered office of the insurer is situate (herdarafeferred to as the High Court) and any proceedings
under this section pending at such commencement in aoyt Gther than the High Court shall, on such
commencement, stand transferred to the High Court.

(14) The High Court may make rules providing for
(a) the manner in which enquiries and proceedings may lbleunéer this section,

(b) any other matter for which provision has to be made for emalltie High Court to effectively
exercise its jurisdiction under this section.

Notice to and hearing of Authority.

106A. (1) When application is made to the Court for the ngakif any order to which this section applies
the Court shall, unless the Authority has himself madetplication or has been made a party thereto, send
a copy of the application together with intimation of the dixed for the hearing thereof to the Authority,
and shall give him an opportunity of being heard.

(2) The orders to which this section applies are tHeviithg namely:

(a) an order for the attachment in execution of a decree oflepgsit made under Section 7 or Section
98;

(b) an order under Section 9 or Section 59 for the retuempfsuch deposit;

(c) an order under Section 36 sanctioning any arrangement dotrahsfer or amalgamation of life
insurance business or any order consequential thereon;

(d) an order for the winding up of an insurance company or agentvsociety;



(e) an order under Section 58 confirming a scheme for thd@apavinding up of an insurance
company;
(f) an order under Section 89 reducing the amount of the insurancaatsmf a provident society.

Previous sanction of Advocate-General for institution of ppceedings

107. (1) Except where proceedings are instituted by the Authoritgno Administrator appointed under
Section 52A, no proceedings under this Act against an insureny director, managing agent, manager,
secretary or other Officer of an insurer or any liquidatoamwy employee or agent of an insurer or any
person who is liable under sub-section (2) of Sec. 41 po#rer person shall be instituted by any person
unless he has previous thereto obtained the sanction Afittezate-General of the State where the principal
place of business in India of such insurer is situatbe institution of such proceedings:

Provided that where the principal place of business of such insuséuited in a Union territory references
in this section to the Advocate Geneddlthe Province shall be construed as references to ttoendy
Generafor India.

(2) This section shall apply in respect of a provident societiefined in Part Il as it applies in respect of
an insurer.

Chairman, etc. to be public servant

107A. Every whole-time Chairman, whole-time director, auditbguidator, manager and any other
employee of an insurer shall be deemed to be a public sdorahe purposes of Chapter IX of the Indian
Penal Code (45 of 1860).

Power of Court to grant relief

108.1In any proceedings, civil or criminal, it. appears to tlen€hearing the case that a person is or may be
liable in respect of negligence, default, breach of duty or brehtlust but that he haacted honestly and
reasonably and that having regard to all the circumsteofce® case he ought fairly to be excused for the
negligence, default, breach of duty or breach of trustCthat may relieve him either wholly or partly from
his liability on such terms as it may think fit.

Cognizance of offences

109. (1) No Court inferior to that of a Presidency Magistratea Magistrate of the first class shall try
any offence under this Act. -

(2) No Court shall take cognizance of any offence fafike under sub-section (4) of Section 34B
or sub-section (1A) of Section 102 except upon complaintritimjy made by an officer of the Central
Government generally or specially authorised in writing this behalf by the Authority, and no Court
inferior to that of a Presidency Magistrate or a Magtstof the first class shall try any such offence.

Appeals
110. (1) An appeal shall lie to the Court having jurisdiction feorg of the following orders, namely:

(a) an order under Section 3 cancelling the registration of anensur

(b) an order under Section 5 directing the insurer to changeahig;

(c) an order under Section 42 cancelling the licence issuad agent;

(d) an order under Section 75 refusing to register an amendrhanes;

(e) an order under Section 87 or Section 87A,

(f) an order made in the course of the winding up or insolvenenahsurer or a provident
society.

(2) The Court having jurisdiction for the purposes ofseittion (1) shall be the principal Court of civil
jurisdiction within whose locdlmits the principal place of business of the insurer core s situate.

(3) An appeal shall lie from any order made under-sadion (1) to the authority authorised to hear
appeals from the decisions of the Court making the samthartcision on such appeal shall be final.



(4) No appeal under this section shall be entertainezssiil is madéefore the expiration of four months
from the date on which the order appealed against was coiteted to the appellant.

Delegation of powers and duties of Chairperson of the Autrity

110A. The Chairperson of the Authority may by general or apecder delegate any of his powers or
duties under this act to any person subordinate to hiva.ekercise or discharge of any of the powers or
duties so delegated shall be subject to such restrictionigtions and conditions, if any as the Chairperson
of the Authority may impose, and shall be subject tacbigrol and revision.

Signature of documents

110B. Every document which is required by Act or by any rule mhadee under to be signed by the
Chairperson of the Authority or by any person suborditateém or by any officer authorised by him under
sub-section (1) of Section 42 shall be deemed to be proggrigd, if it bears a facsimile of the signature of
such Chairperson of the Authority, person or officer printedrearagl, lithographed or impressed by any of
other mechanical process approved by the Central Govetnmen

Power to call for information

110C. (1)The Chairperson of the Authority may, by noticeniriting, require any insurer to supply him
with any information relating to his insurance business,thadnsurer shall comply with such requirement
within such period after receipt of the notice as maggezified therein.

(2) Any information supplied under this section shall beifted by a principal officer of the insurer and
if the notice so requires also by an auditor.

Certain claims for compensation barred

110D. No person shall havany right, whether in contract or otherwise, to any carspgon for any loss
incurred by reason of the operation of any of the provisiaméained inSection34 or Section 34A or
Section 34E or Section 37A car by reason of the compliap@ insurer with any order or direction given
to him under this Act.

Sections 3A, 27B, 28B, 33, etc. to apply to general imance business of the Life Insurance
Corporation of India

110E. Notwithstanding anything contained in the Life Insurance Cotjporact, 1956 (31 of 1956), the
provisions of Sections 3A, 27B, 28B, 33, 34. Clause (&eaftion 34E, 34F, 40C, 44A, 64U to 64UM (both
inclusive), 64V, 64VA, 64VB, 64VC, I0IA, 101C, 110 D, 110G and 116k4ll also apply, so far as may be
to and in relation to the general insurance business damidy the Life Insurance Corporation of India and
the provisions of Section 37A shall also apply to that Cotordf it becomes an acquiring insurer.

Provisions applicable to State Governments, etc

110F. The provisions of Section 3, 3A, 27B, 28B,33, 34, Claaeof Section 34E; 34F, 40A, 40C,
44A, 64U to 64 UM (both inclusive), 64V, 64VA, 64VB, 64VC and 10181C, 110-D, 110-G and 110-H
shall, notwithstanding any exemption grantedier Section 118, also apply, so far as may be, andaitiorel
to the general insurance business carried on by a Staternment or a Government company as defined in
Section 617 of the Companies Act, 1956 (1 of 1956).

Constitution of Consultative Committee
110G (1) The Central Government shall constitute a Consultative Gi@entonsisting of the Chairperson
of the Authority(who shall be the Chairman thereof) and not more than fdweranembers having special
knowledge and experience of the business of insurance.

(2) The term of office of, and the allowance payablé&orhembers of the Consultative Committee, the
procedure to be followed by, and the quorum necessary fdrahsaction of business of, the Consultative
Committee and the manner of filling casual vacancies thsteill be such as may be prescribed.

(3) Before making any order under Sections 34, 34A, 34B, 34C,34E 34G, sub-sections (4) and (7)



of Section 64UM and Section 64VC, the Authority shalhsult the Consultative Committee constituted
under sub-section (1).

Appeals

110H. (1) any person aggrieved by any order made by the Atyhonder Sections 27D, 34, 34A, 34B,
34C, 34E, 34F, 34G, sub-sections(1), (4), and (7) dfi@e64UM or Section 64VC may, within a period of
thirty days from the date of such order prefer an appeal stgaich order to the Central Government and
that Government may, by order, confirm, modify or revehs®tder made by the Authority and the order so
made by the Central Government stualifinal.

(2) No claim for compensation shall lie in favour of argrgon for anything done in pursuance of an
order of the Authority so long as such order was dffect

(3) The Central Government may, on the application oappellant, stay, until the decision of the
appeal, the operation of any order made under Section S4bsection (5) of Section 34-B or sub-clause (v)
of Clause (b) of Section 34E.

Service of notices

111. (1) Any process or notice required to be served on an insurgravident society shall be
sufficiently served if addressed to any person regidtevith the Authority as a person authorised to accept
notices on behalf of the insurer or provident society aftdat, or sent by registered post to, the address of
such person as registered with Authority.

(2) any notice or other document which is by this Act neglto be sent to any policy-holder may be
addressed and sent to the person to whom notices respectingadicy are usually sent and any notice so
addressed and sent shall be deemed to be notice to the Hiadeh policy:

Provided that, where any person claiming to be interested irliaypes transferee, assignee or nominee
has given to an insurer or to a provident society naticeriting of his interest, any notice which is by his
Act required to be sent to policy-holders shall also In¢ teesuch person at the address specified by him in
his notice.

Declaration of interim bonuses

112. Notwithstanding anything to the contrary containedhig Act an insurer carrying on the business
of life insurance shall be at liberty to declareirterim bonusor bonuses to policy holders whose policies
mature for payment by reason of death or otherwise durinigtérevaluation period on the recommendation
of the investigating actuary made at the last precedingti@ua

Acquisition of surrender values by policy.

113(1) A policy of life insurance under which the whole of the benefits become pagéthler on the
occurrence, or at a fixed interval or fixed intervalgiathe occurrence, of a contingency which is bound to
happen, shall, if all premiums have been paid for at lgmee consecutive years in the case of a policy
issued by an insurer, or five years in the case of @y@dsued by a provident society defined in Part Il
acquire a guaranteed surrender value, to which shaltlbed thesurrender value of any subsisting bonus
already attached to the policy, and every such pdsyed by insurer shall show the guaranteed surrender
value of the policy at the close of each year after &worsd year of its currency or at the close of each
period of three years throughout the currency of the policy:

Provided that the requirements of this sub-section as to the addifi the surrender value of the bonus
attaching to the policy at surrender shall be deemed to haue dmmplied with where the method of
calculation of the guaranteed surrender value of the poliakes provision for the surrender value of the
bonus attaching to the policy:

Provided further that the requirements of this sub-section as tashbeing of the guaranteed surrender
value on a policy shall be deemed to have been complied withevtherinsurer shows on the policy the
guaranteed surrender value of the policy by meansfafraula accepted in this behalf by the Authority as
satisfying the said requirements:



Provided further that the provisions of this sub-section as to tieevgg of the guaranteed surrender value
on a policy shall not take effect until after the expifgia months from such datesthe Authority may, by
notification in the official Gazette, appoint in this behalf

(2) Notwithstanding any contract to the contrary, a politycv hasacquired a surrender value shall not
lapse by reason of the non-payment of further premiumshalitise kept alive to the extent of the paid-up
sum insured, and the paid-up sum insured shall for theopegpof this sub-section include in full all
subsisting reversionary bonuses that have already attachedpolittye and shall, where the policy is one
on which the maximum number of annual premiums payable is fixeldthe premiums are of uniform
amount, be before the inclusion of such bonuses not lesthamount bearing to the total sum insured by
the policy exclusive of bonuses the same proportion as thepsyiad for which premiums have already
been paid bears to the maximum peffimdwhich premiums were originally payable.

(3) A policy kept alive to the extent of the paid-up sum insureder sub section (2) shall not be
entitled by virtue of that sub-section to participate in arofits declareddistributable after the conversion
of the policy into a paid-up policy.

(4) Sub-section (2) and sub-section (3) shall not apply -

(a) where the paid-up sum insured by a policy being a police@dy an insurer, is less than
one hundred rupees inclusive of any attached bonus or takiEsrthef an annuity of less
than twenty-five rupees, or where the paid-up sum insured pyglicy, being a policy
issued by a provident society as defined in Part Ill,ds than fifty rupees inclusive of any
attached bonus or take the form of an annuity of lesstthamty-five rupees, or

(b) where the parties after the default has occurred in the guetyai the premium agree in
writing to some other arrangement, or

(c) to policies in which the surrender value is automaticafpplied under the terms of the
contract to maintaining the policy in force after its laffggeugh non-payment of premium.

Power of Central Government to make rules

114. (1)The CentralGovernment may, subject to the condition of previous pubticdiy notification in
the official Gazette, make rules to carry out the purpas this Act.

(2) In particular and without prejudice to the generalityhe foregoing power, such rules may prescribe

(@) the qualifications to be possessed by actuaries;

(aa)such other percentage of paid-up equity capital in &xoés twenty- six
percent of the paid-up equity capital and the gderigithin which such
excess paid-up equity capital shall be divestedieru sub-section (1) of
section 6AA.

(b) the manner in which it shall be determined which of thestetions of an insurer
are to be deemed for the purposes of this Atietinsurance business transacted in
India.

(c) the procedure to be followed by the Reserve Bank of limdigealing with deposits
made in pursuance of this Act, including the receipt aftady of, withdrawal of,
and payment of interest @ecurities lodged as such deposits, and their inspection
and verification by the Authority.

(d) the form referred to in Clause (d) of sub-section {Jextion 16;

(e) the manner in which the prospectuses and tables reftored sub-section (1) of
Section 41 shall be published and the form in which they baalrawn up;

) the matters to be prescribed for the purposes of set8ipn

(9) (Omitted)

(h) the contingencies other than those specified in Clawges ((f) of Section2) of
Section 65 on the happening of which money magdié by provident societies;

0] the matters other than those specified in Clagaggo (0) of subsection (1) of
Section 74 on which a provident society shall make rules;
()] the form of any account, return or register requiredPhst 11l and the manner in

which such account, return or register shall be verified,;
(k) subject to the provisions of this Act, the fees pay#idee under and the manner in



which they are to be collected;
0] the conditions and the matters which may be prescribelérsub-sections (5),
(6),(10) and (12) of Section 92;

(3) Every rule made under this section or Hinder subsectionof1®&ction 34H or under sub-section (1)
of Section 64UB and every regulation made under sutiese(3) of Section 64UB and every regulation
made under this part shall be laid, as soon as may lvétatenade, before each House of Parliament, while
it is in session, for a total period of thirty daysigh may be comprised in one session or in two or more
successive sessions, and if, before the expiry of #éssian immediately following the session or the
successive sessions aforesaid, both Houses agree in malingodification in the rule or regulation or both
Houses agree that the rule or regulation should not be nieedejlé or regulation shall thereafter have effect
only in such modified form or be of no effect, as theeaaay be so, however, that any such modification of
annulment shall be without prejudice to the validity afything previously done under that rule or
regulation.

(4) All rules made by a Local Government under the provisiéi@eotion 24 of the Provident Insurance
Societies Act, 1912 (5 of 1912), and in force at the commencedietitis Act shall, sofar as not
inconsistent with the provisions of Part Ill, continue in éand have effect as if duly made under this
sectionuntil they are replaced by rules made under this section.

Power of Authority to make regulations

114A (1) The Authority may, by notification in the Offidi&azette, make regulations consistent with this
Act and the rules made there under, to carry out the purpbsgis Act.

(2) In particular, and without prejudice to the generatifythe foregoing power, such regulations may
provide for all or any of the following matters, namely:-

a) the matters including fee relating to the registratiomsfirers under section3;

b) the manner of suspension or cancellation of registrationrwuthesection (5E) of section3;

c) such fee, not exceeding five thousand rupees as maydrendetd by the regulations for issue of a
duplicate certificate of registration under sub-section {8gotion 3;

d) the matters relating to he renewal of registrationfaedhere for under section 3A;

e) the manner and procedure for divesting excess shataloapier sub-section 2 section 6AA,;

f) the preparation of balance-sheet, profit and loss accanohta separate account of receipts and
payments and revenue account under sub-section (1A) of s&ttion

g) the manner in which abstract of the report of the actieabe specified under the fourth proviso to
sub-section (1) of section 13;

h) the form and manner in which the statement referred sulmsection(4) of section 13 shall be
appended;

i) the time, the manner and other conditions of investmenssdta held by an insurer under sub-
sections (1), (1A) and (2) of section 27D;

j) the minimum information to be maintained by insurer in theioks, the manner in which such
information should be maintained, the checks and other \agidits to be adopted by insurers in
that connection and all other matters incidental theredemusub-section (8) of section 33;

k) the manner for making an application, the manner and théifdssue of a licence to act as an
insurance agent, under sub-section (1) of section, 42;

I) the fee and the additional fee to be determined for ranefllicence of insurance agent under sub-
section (3) of section 42;

m) the requisite qualifications and practical training to a&ctan insurance agent under clause (e) of
sub-section (4) of section 42;

n) the passing of examination to act as an insurance agdat clause (f) of sub-section (4) of section
42,

0) the code of conduct under clause (g) of sub-sectioof(@@ction 42;

p) the fee not exceeding rupees fifty for issue of duplicagmtie under sub-section (6) of section 42;

g) the manner and the fees for issue of a licence to ammetiary or an insurance intermediary under
sub-section (1) of section of section 42;

r) the fee and the additional fee to be determined for rengfwigence of intermediaries or insurance
intermediaries under sub-section (3) of section 42D;

s) the requisite qualifications and practical training oéfmediaries or insurance intermediaries under
clause (e) of sub-section (5) of section 42D;

t) the examination to be passed to act as an intermedianguwance intermediary under clause (f) of
sub-section (5) of section 42D;



u) the code of conduct clause (g) of sub-section (5) ofsed® D;

v) the fee for issue of duplicate licence under subi@e¢?) of section 42D;

w) such matters as specified under sub-section (2) of sectidB @dlating to the Tariff Advisory
Committee.

X) The matters relating to relating to licensing of suoreyand loss assessors, their duties,
responsibilities and other professional requirements undgosé&zUM,;

y) Such other asset or assets as may be specified under lpogsub-section (1) of section 64V for
the purposes of ascertaining sufficiency of assets giiion 64VA;

z) the valuation of assets and liabilities under sub-se¢8) of section 64V;

za) the matters specified under sub-section (1A) of se6ddi\ relating to sufficiency of assets;

zb) the matters relating to reinsurance under sections 46d 101B;

zc) the matters relating to redressal of grievancepotity-holders to protect their interest and to

regulate, promote and ensure orderly growth of insurarthestry; and

zd) any other matter which is to be, or may be, spetifiy the regulations made by the Authority or in

respect of which provision is to be made or may be made bgdgudations;

(3) Every regulation made under this Act shall be laglsoon as may be after it is made, before each
House of Parliament, while it is in session, for a totaiggeof thirty days which may be comprised in
one session or in two or more successive sessions, aetbie the expiry of the session immediately
following the session or the successive sessions aforelatt, Houses agree in making any
modification in the regulation or both houses agree thatréigelations should not be made, the
regulations shall thereafter have effect only in such rrestiform or be of no effect, as the case may be;
so however, that any such modification or annulment dballvithout prejudice to the validity of
anything previously done under that regulation.

Alteration of forms

115. The Central Government may, on the application or \mighcbnsent of an insurer, not being a
company, alter the forms contained in the Schedules as regpat insurer, for the purpose of adapting
them to the circumstances of that insurer:

Provided that nothing done under this section shall exempintheer from supplying all information
required under this Act so far as it is possible foritisarer to do so.

Power to exempt from certain requirements

116. (1) The Central Government may, by notification in tb#icial Gazette, exempt any insurer
constituted, incorporated or domiciled in any courryState outside India from any of the provisions of
this Act which may be specified in the notification eittersolutely or subject to such conditions or
modifications as may be specified in the notification.

(2) This section shall apply in respect of provident sodeie defined in Part Il as it applies in respect
of insurers.

Summary of returns to be published

116A. The Central Government before the date of commencemertieofnsurance Regulatory and
Development Authority Act, 1999, shall every year cause toutdished, in such manner as it may direct, a
summary of the accounts, balance-sheets, statementscébsaind other returns under this Act or purporting
to be under this Act which have been furnished in pursuattee @rovisions of this Act to the Authority
during the year preceding the year of publication, and nmgoerad to such summary any note of the
Authority or of the Central Government before the dateooimencement of the Insurance Regulatory and
Development Authority Act, 1999 and any correspondence:

Provided that nothing in this section shall require the publicataf the statement referred to in
sub-section (2) of Section 10 of the returns referred tsubsection (1) of Section 28or Section 28A or
Section 28B or the statements refert@ih subsection (2) of Section 31B or Section 40B.

Saving of provisions of Indian Companies Act, 1913

117.Nothing inthis Act shall affect the liability of an insurer being@mpany or a provident society as
defined in Part Il being a company to comply with the praovisiof the Indian Companies Act, 1913 (7 of



1913), in matters not otherwise specifically provideddpthis Act.
Exemptions
118. Nothing in this Act shall apply—
(a) to any trade union registered under the Indian Tradersmat 1926 (16 of 1926); or

(b) to any provident fund to which the provisions of the ProvidentdBuict, 1925 (19 of 1925),
apply; or

(c) if the Central Government so orders in any case, angctoextent or subject to such conditions or
modifications as may be specified in the order, to anyramee business carried on by the Central
Government or a Government company as defin&ection 617 of the Companies Act,
1956 (1 of 1956);0r

(d) if the Authority so orders in any case, and to suchnéxte subject to such conditions or
modifications as may be specified in the order, to—

i. any approved superannuation fund as defined in Clause (&ctibi®58-N of the Indian
Income-tax Act, 1922 (11 of 1922); or

ii. any fund in existence and officially recognized by @entral Government before the 27th
day of January, 1937 maintained by or on behalf of Governhgeewants or Government
pensioners for the mutual benefit of contributors toftimel and of their dependents or

iii. any mutual or provident insurance society composed whblovernment servants or of
railway servants which has been exempted from anylloofathe provisions of the
Provident Insurance Societies Act, 1912 (5 of 1912)

Inspection and supply of copies of published prospecsuetc
119. Any person may, on payment of a fee of five rupees, oighe documents filed by an insurer with

the Authority under Clause (f) of sub-section (2) of Sec8pand may obtain a copy of any such document
or part thereof on payment in advance at the prescribedaatbe making of the copy.
Determination of market value of securities deposited wter this Act

120.The market value on the day of deposit of securities depasifadsuance of any of the provisions
of this Act with the Reserve Bank of India shall be deteediby the Reserve Bank of India whose decision
shall be final.

121.(Repealed)

122 (Repealed)

123 (Repealed)



