INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY ACT, 1999
An Act

To provide for the establishment of an Authority to protect the interests of holders of insurance palicies, to
regulate, promote and ensure orderly growth of the insurance industry and for matters connected therewith or
incidental thereto and further to amdend the Insurance Act, 1938, the Life Insurance Corporation Act, 1956 and
the General Insurance Business(Nationalisation) Act, 1972.

BE it enacted by Parliament in Fiftieth Year of Republic of India as follows: -

CHAPTER |
PRELIMINARY

1. SHORT TITLE, EXTENT AND COMMENCEMENT .---(1) This Act may be called the Insurance
Regulatory and Development Authority Act, 1999.

2) It extends to the whole of India.

3) It shall come into force on such date as that@é Government may, by notification in the Oféici
Gazette, appoint:

Provided that different dates may be appointediftferent provisions of this Act and any referemeeny such
provision to the commencement of this Act shallcbestrued as a reference to the coming into fofadai
provision.

2. DEFINITIONS.--- (1) In this Act, unless the context otherwise iezg) -

(a) "appointed day" means the date on which théaity is established under sub-section (1) ofieacs;

(b) "Authority" means the Insurance Regulatory &evelopment Authority established under sub-section
(1) of section 3;

(c) "Chairperson" means the Chairperson of the éuitty1

(d) "Fund" means the Insurance Regulatory and gweént Authority Fund constituted under sub-section
(1) of section 16;

(e) "Interim Insurance Regulatory Authority" meam® Insurance Regulatory Authority set up by the
Central Government through Resolution No.17(2)/8-V, dated the 23rd January, 1996;

)] "intermediary or insurance intermediary" incksdinsurance brokers, reinsurance brokers, inseranc
consultants, surveyors and loss assessors;

(9) "member" means a whole time or a part time mamolb the Authority and includes the Chairperson;

(h) "notification” means a notification publishedthe Official Gazette;

0] "prescribed" means prescribed by rules madeutids Act;

0] "regulations" means the regulations made byAhthority.

2) Words and expressions used and not definelisnAct but defined in the Insurance Act, 1938 {4 o

1938) or the Life Insurance Corporation Act, 195%l (of 1956) or the General Insurance Business
(Nationalisation) Act, 1972 (57 of 1972) shall hdkie meanings respectively assigned to them iretiAass.

CHAPTER I
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY

3. ESTABLISHMENT AND INCORPORATION OF AUTHORITY.-- (1) With effect from such date as
the Central Government may, by natification, appdimere shall be established, for the purposekisfAct, an
Authority to be called "the Insurance Regulatorg &evelopment Authority".

2) The Authority shall be a body corporate by tieme aforesaid having perpetual succession and a
common seal with power, subject to the provisiohshis Act, to acquire, hold and dispose of propebioth
movable and immovable, and to contract and shylihé said name, sue or be sued.

3) The head office of the Authority shall be atlsiplace as the Central Government may decide from
time to time.

4) The Authority may establish offices at otheaqas in India.



4. COMPOSITION OF AUTHORITY .--- The Authority shall consist of the following mengenamely:-

(@) a Chairperson;
(b) not more than five whole-time members;
(© not more than four part-time members,

to be appointed by the Central Government from agabpersons of ability, integrity and standing wiave
knowledge or experience in life insurance, genénglrance, actuarial science, finance, economaw, |
accountancy, administration or any other discipliiech would, in the opinion of the Central Govermt be
useful to the Authority:

Provided that the Central Government shall, whippainting the Chairperson and the whole-time mes\ber
ensure that at least one person each is a personghknowledge or experience in life insurance, egah
insurance or actuarial science, respectively.

5. TENURE OF OFFICE OF CHAIRPERSON AND OTHER MEMBERS.--(1) The Chairperson and
every other whole-time member shall hold office doterm of five years from the date on which heeentipon
his office and shall be eligible for reappointment:

Provided that no person shall hold office as a (peason after he has attained the age of sixtyyeass:
Provided further that no person shall hold offiseaawhole-time member after he has attained theohgixty-
two years.

2) A part-time member shall hold office for a termat exceeding five years from the date on which he
enters upon his office.
3) Notwithstanding anything contained in sub-s@t{{1) or sub-section (2), a member may -

€)) relinquish his office by giving in writing tthe Central Government notice of not less than
three months; or

(b) be removed from his office in accordance wlith provisions of section

6. REMOVAL FROM OFFICE.---(1) The Central Government may remove from officey anember
who-

(@ is, or at any time has been, adjudged assaivient; or

(b) has become physically or mentally incapableating as a member; or

(c) has been convicted of any offence which, m dpinion of the Central Government, involves
moral turpitude; or

(d) has acquired such financial or other inteassis likely to affect prejudicially his functiolas a
member; or

(e) has so abused his position as to render miincmtion in office detrimental to the public
interest.
2) No such member shall be removed under clayser(dlause (e) of sub-section (1) unless he has be

given a reasonable opportunity of being heard énntiatter.

7. SALARY AND ALLOWANCES OF CHAIRPERSON AND MEMBERS.--(1)  The salary and
allowances payable to, and other terms and conditid service of, the members other than part-timenbers
shall be such as may be prescribed.

(2) The part-time members shall receive such altm&a as may be prescribed.

3) The salary, allowances and other conditionssefvice of a member shall not be varied to his
disadvantage after appointment.

8. BAR ON FUTURE EMPLOYMENT OF MEMBERS.-- The Chairperson and the whole-time members
shall not, for a period of two years from the datewhich they cease to hold office as such, exogft the
previous approval of the Central Government, accept

(a) any employment either under the Central Gawemt or under any State Government; or

(b) any appointment in any company in the insueas®ctor.

9. ADMINISTRATIVE POWERS OF CHAIRPERSON.-- The Chairperson shall have the powers of general
superintendence and direction in respect of allinidtnative matters of the Authority.



10. MEETINGS OF AUTHORITY.--(1) The Authority shall meet at such times and gdaand shall observe
such rules and procedures in regard to transacifohusiness at its meetings (including quorum athsu
meetings) as may be determined by the regulations.

(2) The Chairperson, or if for any reason he ishlmdo attend a meeting of the Authority, any other
member chosen by the members present from amdregaselves at the meeting shall preside at the ngeeti
3) All questions which come up before any meetifidhe Authority shall be decided by a majority of

votes by the members present and voting, and iretieat of an equality of votes, the Chairpersoninanis
absence, the person presiding shall have a secaraiing vote.
4) The Authority may make regulations for the saction of business at its meetings.

11. VACANCIES, ETC., NOT TO INVALIDATE PROCEEDINGS OF AUTHORITY.---No act or
proceeding of the Authority shall be invalid merblyreason of -

(a) any vacancy in, or any defect in the constituof, the Authority; or
(b) any defect in the appointment of a persomgciis a member of the Authority; or
(c) any irregularity in the procedure of the Authpnot affecting the merits of the case.

12. OFFICERS AND EMPLOYEESOF AUTHORITY .--- (1) The Authority may appoint officers and such
other employees as it considered necessary faftiogent discharge of its function under this Act.

(2) The terms and other conditions of service dicefs and other employees of the Authority appednt
under sub-section(1) shall be governed by regulatinade under this Act.

CHAPTER I
TRANSFER OF ASSETS, LIABILITIES, ETC., OF INTERIM INSURANCE REGULATORY
AUTHORITY

13. TRANSFER OF ASSETS, LIABILITIES, ETC., OF INTERIM INSURANCE REGULATORY
AUTHORITY .--On the appointed day,-

€)) all the assets and liabilities of the Interimsurance Regulatory Authority shall stand
transferred to, and vested in, the Authority.

Explanation - The assets of the Interim Insuranegufatory Authority shall be deemed to includeriglhts and
powers, and all properties, whether movable or imabée, including, in particular, cash balances,adép and

all other interests and rights in, or arising ofjtsuch properties as may be in the possessioheotriterim
Insurance Regulatory Authority and all books of ot and other documents relating to the same; and
liabilities shall be deemed to include all debihilities and obligations of whatever kind,;

(b) without prejudice to the previous of clause@) debts, obligations and liabilities incurred,
contracts entered into and all matters and thinggaged to be done by, with or for the Interim laswe
Regulatory Authority immediately before that day; 6r in connection with the purpose of the saidjiRatory
Authority, shall be deemed to have been incurredered into or engaged to be done by, with or foe,

Authority;

(c) all sums of money due to the Interim InsuraRegulatory Authority immediately before that
day shall be deemed to be due to the Authority; and

(d) all suits and other legal proceedings instilubr which could have been instituted by or

against the Interim Insurance Regulatory Authonitynediately before that day may be continued or rnay
instituted by or against the Authority.

CHAPTER IV
DUTIES, POWERSAND FUNCTIONS OF AUTHORITY

14. DUTIES, POWERS AND FUNCTIONS OF AUTHORITY .--(1) Subject to the provisions of this Act and
any other law for the time being in force, the Awity shall have the duty to regulate, promote andure
orderly growth of the insurance business and rerarge business.

2) Without prejudice to the generality of the peiens contained in sub-section (1), the powers and
functions of the Authority shall include, -



(a) issue to the applicant a certificate of regisdn, renew, modify, withdraw, suspend or carsuelh
registration;

(b) protection of the interests of the policy herel in matters concerning assigning of policy,
nomination by policy holders, insurable interegttlement of insurance claim, surrender value dicgaand
other terms and conditions of contracts of insueanc

(c) specifying requisite qualifications, code afnduct and practical training for intermediary or
insurance intermediaries and agents;

(d) specifying the code of conduct for surveyard Bss assessors;

(e) promoting efficiency in the conduct of insucarbusiness;

(f) promoting and regulating professional orgaties®s connected with the insurance and re-insurance
business;

(9) levying fees and other charges for carryingtba purposes of this Act;

(h) calling for information from, undertaking irsgion of, conducting enquiries and investigations
including audit of the insurers, intermediariesurance intermediaries and other organisationsextad with
the insurance business;

(i) control and regulation of the rates, advansagerms and conditions that may be offered byrearsu
in respect of general insurance business not soallenl and regulated by the Tariff Advisory Comtaé under
section 64U of the Insurance Act, 1938 (4 of 1938);

() specifying the form and manner in which boaksaccount shall be maintained and statement of
accounts shall be rendered by insurers and otkarance intermediaries;

(k) regulating investment of funds by insurancepanies;

() regulating maintenance of margin of solvency;

(m) adjudication of disputes between insurersiatetmediaries or insurance intermediaries;

(n) supervising the functioning of the Tariff Adary Committee;

(o) specifying the percentage of premium incoméehefinsurer to finance schemes for promoting and
regulating professional organisations referrechtolause (f);

(p) specifying the percentage of life insuranceitess and general insurance business to be ukelerta
by the insurer in the rural or social sector; and

(q) exercising such other powers as may be phestri

CHAPTER V
FINANCE, ACCOUNTSAND AUDIT

15. GRANTSBY CENTRAL GOVERNMENT.-- The Central Government may, after due appropnatio
made by Parliament by law in this behalf, make he Authority grants of such sums of money as the
Government may think fit for being utilised for tharposes of this Act.

16. CONSTITUTION OF FUNDS.--(1) There shall be constituted a fund to be calldte Insurance
Regulatory and Development Authority Fund" and ¢h&all be credited thereto-

(a) all Government grants, fees and charges reddiy the Authority;

(b) all sums received by the Authority from sudhes source as may be decided upon by the Central
Government;

(c) the percentage of prescribed premium incoroeived from the insurer.
2) The Fund shall be applied for meeting -

(a) the salaries, allowances and other remunerafithe members, officers and other employees@f t
Authority;

(b) the other expenses of the Authority in conioectvith the discharge of its functions and for the
purposes of this Act.

17. ACCOUNTSAND AUDIT.-- (1) The Authority shall maintain proper accountsl ather relevant
records and prepare an annual statement of accaungsich form as may be prescribed by the Central
Government in consultation with the Comptroller @dlitor-General of India.



(2) The accounts of the Authority shall be auditgdhe Comptroller and Auditor-General of Indissath
intervals as may be specified by him and any exiperedincurred in connection with such audit stelpayable
by the Authority to the Comptroller and Auditor-Geal.

3) The Comptroller and Auditor-General of Indiadaany other person appointed by him in connection
with the audit of the accounts of the Authority §have the same rights, privileges and authoritgdnnection
with such audit as the Comptroller and Auditor-Geheyenerally has in connection with the audit bé t
Government accounts and, in particular, shall h#neeright to demand the production of books of actp
connected vouchers and other documents and papets spect any of the offices of the Authority.

4) The accounts of the Authority as certified bg Comptroller and Auditor-General of India or antlger
person appointed by him in this behalf togethehwlite audit-report thereon shall be forwarded alyt@ the
Central Government and that Government shall cénessame to be laid before each House of Parliament

CHAPTER VI
MISCELLANEOUS

18. POWER OF CENTRAL GOVERNMENT TO ISSUE DIRECTIONS.-- (1) Without prejudice to the
foregoing provisions of this Act, the Authority $hin exercise of its powers or the performancé®functions
under this Act, be bound by such directions on toes of policy, other than those relating to techhand
administrative matters, as the Central Governmexyt give in writing to it from time to time.

PROVIDED that the Authority shall, as far as preatile, be given an opportunity to express its vieaefre
any direction is given under this sub-section.

2) The decision of the Central Government, whethguestion is one of policy or not, shall be final

19. POWER OF CENTRAL GOVERNMENT TO SUPERSEDE AUTHORITY.--(1) If at any time the
Central Government is of the opinion-

(a) that, on account of circumstances beyond ti¢ral of the Authority, it is unable to discharte
functions or perform the duties imposed on it byieder the provisions of this Act, or

(b) that the Authority has persistently defaulbleccomplying with any direction given by the Cemtra
Government under this Act or in the discharge efftinctions or performance of the duties imposedt by or
under the provisions of this Act and as a resulsuéh default the financial position of the Autlror the
administration of the Authority has suffered; or

(c) that circumstances exist which render it neagsin the public interest so to do,
the Central Government may, be notification andréarsons to be specified therein, supersede tHeoAityt for
such period, not exceeding six months, as may beifsgd in the notification and appoint a persorb®the
Controller of Insurance under section 2B of thautasce Act, 1938 (4 of 1938), if not already done :

Provided that before issuing any such notificatibie, Central Government shall give a reasonablemyipity to
the Authority to make representations, if any,haf Authority.
2) Upon the publication of a notification undebssection(1) superseding the Authority, -

(a) the Chairperson and other members shall,cms the date of supersession, vacate their offises a
such;

(b) all the powers, functions and duties which ptayor under the provisions of this Act, be exsedi
or discharged by or on behalf of the Authority shatil the Authority is reconstituted under sulzBon(3), be
exercised and discharged by the Controller of ksce; and

(c) all properties owned or controlled by the Aarity shall, until the Authority is reconstitutechder
sub-section(3), vest in the Central Government.

3) On or before the expiration of the period gbersession specified in the notification issuedenrsiib-
section(1), the Central Government shall recortstithe Authority by a fresh appointment of its Cpaison
and other members and in such case any person adedtated his office under clause(a) of sub-se@)o
shall not be deemed to be disqualified for reapjpoémt.

4) The Central Government shall cause a copy efnibtification issued under sub-section(1) andlla fu
report to any action to be laid before each Hoddeadiament at the earliest.

20. FURNISHING OF RETURNS, ETC., TO CENTRAL GOVERNMENT.--(1) The Authority shall furnish
to the Central Government at such time and in $aoh and manner as may be prescribed, or as thaalen
Government may direct to furnish such returns,estants and other particulars in regard to any wegar



existing programme for the promotion and developntdrthe insurance industry as the Central Govenmtme
may, from time to time, require.

2) Without prejudice to the provisions of sub-smufl), the Authority shall, within nine months exftthe
close of each financial year, submit to the CenBallernment a report giving a true and full accooitts
activities including the activities for promotiomdi development of the insurance business duringptéeous
financial year.

3) Copies of the reports received under sub-se@joshall be laid , as soon as may be after thiey a
received, before each House of Parliament.

21. CHAIRPERSON, MEMBERS, OFFICERS AND OTHER EMPLOYEES OF AUTHORITY TO BE
PUBLIC SERVANTS.---The Chairperson, members, officers and other emspleyof Authority shall be
deemed, when acting or purporting to act in purseaf any of the provisions of this Act, to be palservants
within the meaning of section 21 of the Indian P&zde (45 of 1860).

22. PROTECTION OF ACTION TAKEN IN GOOD FAITH.-- No suit, prosecution or other legal
proceedings shall lie against the Central Goverrtiraeny officer of the Central Government or angmiver,
officer or other employee of the Authority for ahiytg which is in good faith done or intended todome under
this Act or the rules or regulations made thereunde

Provided that nothing in this Act shall exempt @eyson from any suit or other proceedings whichhtyigpart
from this Act, be brought against him.

23. DELEGATION OF POWERS.--(1) The Authority may, by general or special oritewriting, delegate to
the Chairperson or any other member or office ef Authority subject to such conditions, if any,raay be

specified in the order such of its powers and fimnst under this Act as it may deem necessary.

2) The Authority may, by a general or special ordewriting, also form committees of the membensi a
delegate to them the powers and functions of ththdyity as may be specified by the regulations.

24. POWER TO MAKE RULES.--(1) The Central Government may, by notification kenaules for carrying
out the provisions of this Act.
2) In particular, and without prejudice to the ggality of the foregoing power, such rules may jmevior
all or any of the following matters, namely :

(a) the salary and allowances payable to, andr ddrens and conditions of service of, the members
other than part-time members under sub-sectiorf(d¢ation 7;

(b) the allowances to be paid to the part-time tmenm under sub-section(2) of section 7;

(c) such other powers that may be exercised byAtlthority under clause (q) of sub-section(2) of
section 14;

(d) the form of annual statement of accounts tonlagntained by the Authority under sub-section(fL) o
section 17;

(e) the form and the manner in which and the tivitein which returns and statements and particulars
are to be furnished to the Central Government usdersection(1) of section 20;

() the matters under sub-section(5) of sectioro@5which the Insurance Advisory Committee shall
advise the Authority;

(g) any other matter which is required to be, ayrhe, prescribed, or in respect of which provisoto
be or may be made by rules.

25. ESTABLISHMENT OF INSURANCE ADVISORY COMMITTEE.--(1)The  Authority may, by
notification, establish with effect from such dateit may specify in such notification, a Committedoe known
as the Insurance Advisory Committee.

2) The Insurance Advisory Committee shall consfshot more than twenty-five members excluding ex-
officio members to represent the interests of comsmeindustry, transport, agriculture, consumerafor
surveyors, agents, intermediaries, organisatiorgagad in safety and loss prevention, research $acalg
employees' association in the insurance sector.

3) The Chairperson and the members of the Authafiall be the ex officio Chairperson and ex offici
members of the Insurance Advisory Committee.



4) The objects of the Insurance Advisory Committball be to advise the Authority on matters ratatio

the making of the regulations under section 26.

(5) Without prejudice to the provisions of sub-gat4), the Insurance Advisory Committee may advise
the Authority on such other matters as may be pitzest.

26. POWER TO MAKE REGULATIONS.-- (1) The Authority may, in consultation with theslmance
Advisory Committee, by notification, make regulatsoconsistent with this Act and the rules madeetineder to
carry out the purposes of this Act.
2) In particular, and without prejudice to the gglity of the foregoing power, such regulationsyma
provide for all or any of the following matters,maly :-

(a) the time and places of meetings of the Autii@nd the procedure to be followed at such mesting
including the quorum necessary for the transaaifdsusiness under sub-section(1) of section 10;

(b) the transactions of business at its meetimgieusub-section(4) of section 10;

(c) the terms and other conditions of servicefi€ers and other employees of the Authority unsidp-
section(2) of section 12;

(d) the powers and functions which may be delejate Committees of the members under sub-
section(2) of section 23; and

(e) any other matter which is required to be, airbe, specified by regulations or in respect oifctvh
provision is to be or may be made by regulations.

27. RULES AND REGULATIONS TO BE LAID BEFORE PARLIAMENT.--Every rule and every
regulation made under this Act shall be laid, amsas may be after it is made, before each HouBadiament,

while it is in session, for a total period of thidays which may be comprised in one session tw@nor more

successive sessions, and if, before the expirh@kession immediately following the session orsthecessive
session aforesaid, both Houses agree in makingnanglification in the rule or regulation or both Heas agree
that the rule or regulation should not be made,rthe or regulation shall thereafter have effecydn such

modified form or be of no effect, as the case maysln, however, that any such modification or ameult shall

be without prejudice to the validity of anythingepiously done under that rule or regulation.

28. APPLICATION OF OTHER LAWS NOT BARRED.-- The provisions of this Act shall be in addition to
and not in derogation of, the provisions of anyeotlaw for the time being in force.

29. POWER TO REMOVE DIFFICULTIES.--(1) If any difficulty arises in giving effect to ¢hprovisions of
this Act, the Central Government may, by order higld in the Official Gazette, make such provisioong
inconsistent with the provisions of this Act as nagypear to be necessary for removing the difficulty
Provided that no order shall be made under thisoseafter the expiry of two years from the appethtiay.

2) Every order made under this section shall ik s soon as may be, after it is made, befork Eatise
of Parliament.

30. AMENDMENT OF ACT 4 OF 1938.-- The Life Insurance Act, 1938 shall be amendedh@& manner
specified in the First Schedule to this Act.

31. AMENDMENT OF ACT 31 OF 1956.--The Life Insurance Corporation Act, 1956 shall beeaded in the
manner specified in the Second Schedule to this Act

32. AMENDMENT OF ACT 57 OF 1972.-- The General Insurance Business (Nationalisatioi), A
1972 shall be amended in the manner specifiedei tiird schedule to this Act.



THE FIRST SCHEDULE
(See section 30)
AMENDMENTSTO THE INSURANCE ACT, 1938
(4 of 1938)

1. In the Act, except in clause (5B) of sectionril section 2B, for "Controller" wherever it occurs,
substitute "Authority" and such consequential clesnas the rules of grammar may require shall adsmdde.

2. In sections 27, 27A, 27B, 31, 32A, 40A, 48B, 68EG, 64-1, 64J, 64L, 64R, 64UC, 64UM, 113 and
115, for "Central Government" wherever they ocsufystitute "Authority".

3. Section 2,-

(a) after clause (1), insert the following :-

‘(IA) "Authority" means the Insurance Redaty and Development Authority established under
sub-section (1) of section 3 of the Insurance Retgay and Development Authority Act, 1999;";

(b) for clause (5B), substitute the following :-

'(5B) "Controller of Insurance" means thdicafr appointed by the Central Government under
section 2B to exercise all the powers, dischargefihctions and perform the duties of the Authouityger this
Act or the Life Insurance Corporation Act, 1956 (f 1956) or the General Insurance Business
(Nationalisation) Act, 1972 (57 of 1972) or theurence Regulatory and Development Authority Ac99;9

(c) after clause (7), insert the following :-

'(7A) "Indian insurance company" means arsyier being a company-

(a) which is formed and registered under the CaongsaAct, 1956 (1 of 1956);

(b) in which the aggregate holdings of equity eksadry a foreign company, either by itself or thioitg
subsidiary companies or its nominees, do not exéeedty-six per cent paid-up equity capital of suoHian
insurance company;

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

Explanation - For the purposes of this abaule expression "foreign company" shall have
the meaning assigned to it under clause (23A) df@e 2 of the Income-tax Act, 1961 (43 of 1961)."
(d) in clause (14), for "section 114", substitittés Act".

4, After section 2, insert the following :-

"2A. Interpretation of certain words and expressie Words and expressions used and not defined in
the Life Insurance Corporation Act, 1956 (31 of 3p&he General Insurance Business (Nationalispian,
1972 (57 of 1972) and the Insurance Regulatory@exklopment Authority Act, 1999 shall have the niegs
respectively assigned to them in those Acts.".

5. Section 2B, for sub-section (1), substituteftilewing :-

"(1) If at any time, the Authority is supersedender sub-section (1) of section 19 of the Insurance
Regulatory and Development Authority Act, 1999, @entral Government may, by notification in the i€i#
Gazette, appoint a person to be the Controllensdifance till such time the Authority is reconggtliunder sub-
section (3) of section 19 of that Act.".

6. Section 2C, in sub-section (1), after the sequogiso, insert the following :-

'Provided also that no insurer other than an Iméii@urance company shall begin to carry on angscla
of insurance business in India under this Act orafber the commencement of the Insurance Regulatndy
Development Authority Act, 1999.".

7. Section 3, -

(a) in sub-section (1), after the first proviswgert the following :-

"Provided further that a person or insurer, as ¢ase may be, carrying on any class of insurance
business in India, on or before the commencemetiteofnsurance Regulatory and Development Authdxity
1999, for which no registration certificate was essary prior to such commencement, may continde o for
a period of three months from such commencemerit log, had made an application for such registratidthin
the said period of three months, till the dispagauch application :



Provided also that any certificate of registratiobtained immediately before the commencemertief t
Insurance Regulatory and Development Authority A&99, shall be deemed to have been obtained fnem t
Authority in accordance with the provisions of thist,";

(b) in sub-section (2), -

(i) in the opening portion, for "Every applicatidor registration shall be accompanied by-", subtsi
the following :-

"Every application for registration shall bgde in such manner as may be determined by
the regulations made by the Authority and shalhbeompanied by-";

(i) in clause (d), for "working capital", substie "paid-up equity capital or working capital”;

(iii) in clause (f), in the proviso, omit "and" aarring and the end;

(iv) for clause (g), substitute the following -

"(g) the receipt showing payment of feenasy be determined by the regulations which
shall not exceed fifty thousand rupees for eacksctd business as may be specified by the regntatitade by
the Authority;

(h) such other documents as may be spddify the regulations made by the Authority.";

(c) after sub-section (2A), insert -

"(2AA) The Authority shall give preference tegister the applicant and grant him a certificaite
registration if such applicant agrees, in the famd manner as may be specified by the regulatia@derby the
Authority, to carry on the life insurance businessgeneral insurance business for providing heedtver to
individuals or group of individuals.".

(d) in sub-section (4),-

(i) in clause (f), for "of any rule or order matthereunder, or", substitute the following :-

"of any rule or any regulation or order madgany direction issued thereunder, or";

(i) in clause (h), insert "or" at the end;

(iii) after clause (h), insert the following :-

“(i) if the insurer makes a default in cdygipg with any direction issued or order made, as
the case may be, by the Authority under the Insrgd®egulatory and Development Authority Act, 1989,

"(j) if the insurer makes a default in cdyipg with, or acts in contravention of, any
requirement of the Companies Act, 1956 (1 of 1958he Life Insurance Corporation Act, 1956 (311.666) or
the General Insurance Business (Nationalisationt) 2872 (57 of 1972) or the Foreign Exchange Rempra
Act, 1973 (46 of 1973).";

(e) in sub-section (5C), -

(i) for "clause (h)", substitute "clause(h) oruda (i) or clause (j)";

(ii) for "any requirement of this Act or of anyleuor order made thereunder", substitute the fatgw-

"any requirement of this Act or the InsurariRegulatory and Development Authority Act,
1999 or of any rule or any regulation, or any onakde thereunder or any direction issued undeethAgcss”;

(f) after sub-section (5D), insert the following :

"(5E) The Authority may, by order, suspendcancel any registration in such manner as may be
determined by the regulations made by it :

Provided that no order under this sub-sectioall be made unless the person concerned has been
given a reasonable opportunity of being heard.";

(g) for sub-section (7), substitute the following

"(7) The Authority may, on payment of sucle,feot exceeding five thousand rupees, as may be
determined by the regulations, issue a duplicattficate of registration to replace a certificabst, destroyed
or mutilated, or in any other case where the Althds of opinion that the issue of duplicate digtite is
necessary.".

8. Section 3A,-
(a) in sub-section(1), for "the 31st day of Decemii941.", substitute the following :-
"the 31st day of March, after the commencementhef Insurance Regulatory and Development
Authority Act, 1999.";
(b) in sub-section(2),-
(i) for "prescribed fee", substitute "feedetermined by the regulations made by the Authgrity
(ii) for clause (i), substitute the following
"(i) exceed one-fourth of one per cehswach premium income or rupees five crores, whiehe
is less,";
(iii) for clause (ii), substitute the followgr-
"(ii) be less, in any case, than fiftptisand rupees for each class of insurance business:



(c) in sub-section (3), for "prescribed fee", dithte "fee as determined by the regulations madthe
Authority";

(d) in sub-section (4), for "prescribed fee", ditbte "fee as determined by the regulations madéhbe
Authority, and".

9. For section 6, substitute the following :-

"6. Requirement as to capital - No insurer cagydm the business of life insurance, general inmea
or re-insurance in India on or after the commencgrnéthe Insurance Regulatory and Development &ty
Act, 1999, shall be registered unless he has, -

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

(ii) a paid-up equity capital of rupees two hurttiores, in case of a person carrying on excliysive
the business as a re-insurer :

Provided that in determining the paid-up equitpita specified under clause (I) or clause (ii)e th
deposit to be made under section 7 and any praimiaxpenses incurred in the formation and redistraof
the company shall be excluded :

Provided further that an insurer carrying on bes@of life insurance, general insurance or rerarste
in India before the commencement of the InsurarmeguRtory and Development Authority Act, 1999 artabw
is required to be registered under this Act, shalle a paid-up equity capital in accordance wigdus¢ (1) and
clause (i), as the case may be, within six moofithe commencement of that Act.".

10. Section 6A, -
(a) in sub-section (4), in clause (b), -
()  in sub-clause (i), omit "and" occugiat the end;
(1) in sub-clause (i), for "sanction tife Central Government has been obtained to thefea",
substitute "approval of the Authority has been wietd to the transfer;";
(1) after sub-clause (ii), insert the foling :-

'(iii) where, the nominal value of the shares mated to be transferred by any individual, firm, \@wp
constituents of a group, or body corporate undeistime management, jointly or severally exceedgpeneent
of the paid-up equity capital of the insurer, usl#éise previous approval of the Authority has bebtaioed for
the transfer.

Explanation. - For the purposes of thib-slause, the expressions "group" and "same
management" shall have the same meanings respggatissigned to them in the Monopolies and Restecti
Trade Practices Act, 1969 (54 of 1969).";

(b) in sub-section (11), -
(i) for "Explanation 1.", substitute "Expltion";
(i) omit Explanation 2.

11. After section 6A, insert the following :-

"6AA. Manner of divesting excess shareholding bynpoter in certain cases. - (1) No promoter shall a
any time hold more than twenty-six per cent or soitter percentage as may be prescribed, of theymaéadjuity
capital in an Indian insurance company.

Provided that in a case where an Indian insurammeepany begins the business of life insurance,
general insurance or re-insurance in which the pters hold more than twenty-six per cent of thedpg
equity capital or such other excess percentage ashma prescribed, the promoters shall divest irhased
manner the share capital in excess of the twentpesi cent of the paid-up equity capital or sucbess paid-up
equity capital as may be prescribed, after a pesfogn years from the date of the commencemethesaid
business by such Indian insurance company or wighich period as may be prescribed by the Central
Government.

Explanation. - For the removal of doubts, it igdiy declared that nothing contained in the proviso
shall apply to the promoters being foreign compaeferred to in sub-clause (b) of clause (7A) aftiea 2.

(2) The manner and procedure for divesting theegsxcshare capital under sub-section (1) shall be
specified by the regulations made by the Authdrity.

12. Section 7,-
(a) in sub-section (1),-
(i) omit "not being an insurer specifiedsimb-clause (c) of clause (9) of section 2",



(ii) for clauses (a) and (b), substitute fibléowing :-

"(a) in the case of life insurance bess a sum equivalent to one per cent of his tpiads
premium written in India in any financial year comnting after the 31st day of March, 2000, not editep
rupees ten crores;

(b) in the case of general insurance businessima eqguivalent to three per cent of his total gross
premium written in India, in any financial year corancing after the 31st day of March, 2000, not edowy
rupees ten crores;

(c) in the case of re-insurance business, a sumpeles twenty crores;";

(b) omit sub-sections (1A), (1B), (1C), (1D) anidj.

13. Section 11, -
(a) in sub-section (1), for "calendar year", sitbt "financial year";
(b) after sub-section (1), insert the following :-

"(1A) Notwithstanding anything contained sub-section (1), every insurer, on or after the
commencement of the Insurance Regulatory and Dpnedat Authority Act, 1999, in respect of insurance
business transacted by him and in respect of itebblders' funds, shall at the expiration of dawmcial year,
prepare with reference to that year, a balancetshgmofit and loss account, a separate accourgagfipts and
payments, a revenue account in accordance wittethdations made by the Authority.

(1B) Every insurer shall keep separate aeto relating to funds of shareholders and policy-
holders."

14. Section 13, -
(a) in sub-section (1), -
() for"once at least in every three yeasslbstitute "every year";
(i) in the first proviso, for "not later am four years" substitute "not later than two y&ars
(iii) after the second proviso, insert tbédwing :-

"Provided also that for an insurer carrying or lifisurance business in India immediately befoee th
commencement of the Insurance Regulatory and Dpredat Authority Act, 1999, the last date as at Wwhlwe
first investigation after such commencement shdaddcaused by an actuary, shall be the 31st dayastiM
2001:";

(iv) after the third proviso, insert theltaling :-

"Provided also that every insurer on or after doenmencement of the Insurance Regulatory and
Development Authority Act, 1999, shall cause antralss of the report of actuary to be made in thenmea
specified by the regulations made by the Authdtity.

(b) in sub-section (4), after the proviso, indgké following :-

"Provided further that the statement refiétein sub-section (4) shall be appended in the fand
in the manner specified by the regulations madghbyAuthority.".

15. After section 27B, insert the following :-

"27C. Prohibition of investment of funds outsidmlia - No insurer shall directly or indirectly irste
outside India the funds of the policy-holders.

27D. Manner and conditions of investment - (1) Wiit prejudice to anything contained in sections 27
27A and 27B, the Authority may, in the interestsh@ policy-holders, specify by the regulations mag it, the
time, manner and other conditions of investmerassiets to be held by an insurer for the purpostgAct.
(2) The Authority may give specific directions fibre time, manner and other conditions subject tahvthe
funds of policy holders shall be invested in thigastructure and social sector as may be spediffeggulations
made by the Authority and such regulations shatlyapniformly to all the insurers carrying on thesiness of
life insurance, general insurance, or re-insuramcéndia on or after the commencement of the Inscea
Regulatory and Development Authority Act, 1999.
(3) The Authority may, after taking into accoungé thature of business and to protect the interddtseeqolicy-
holders, issue to an insurer the directions rajaton the time, manner and other conditions of itmest of
assets to be held by him :

Provided that no direction under this sub-sectiball be issued unless the insurer concerned teas be
given a reasonable opportunity of being heard."

16. Section 28A, in sub-section (1), for "31st dapecember”, substitute "31st day of March".

17. Section 28B, in sub-section (1), for "31st daipecember”, substitute "31st day of March".



18. Section 31B, -

(a) in sub-section (1), for "Central Government"beth the places where they occur, substitute
"Authority";

(b) in sub-section (2), for "a statement in thegoribed from", substitute "a statement, in thenfor
specified by the regulations made by the Authdtity,

(c) after sub-section (3), insert the following :-

"(4) Every direction under this section shall bsuied by an order made by the Authority:

Provided that no order under this section shalniagle unless the person concerned has been given an
opportunity of being heard.".

19. After section 32A, insert the following :-

"32B. Insurance business in rural or social sectvery insurer shall, after the commencementef t
Insurance Regulatory and Development Authority AK®99, undertake such percentages of life insurance
business and general insurance business in thieorusacial sector, as may be specified, in thacff Gazette
by the Authority, in this behalf.

32C. Obligations of insurer in respect of ruraluorganised sector and backward classes. - Every
insurer shall, after the commencement of the ImmeaRegulatory and Development Authority Act, 1999
discharge the obligations specified under sect@i ® provided life insurance or general insurapackcies to
the persons residing in the rural sector, workearshe unorganised or informal sector or for ecoroadhy
vulnerable or backward classes of the society ahdrccategories of persons as may specified bylaggos
made by the Authority and such insurance polidesd! $nclude insurance for crops.”.

20. For section 33, substitute the following :-
'INVESTIGATION

33. Power of investigation and inspection by Auittyo (1) The Authority may, at any time, by ordar
writing, direct any person (hereafter in this satieferred to as "Investigating Authority") spésdf in the order
to investigate the affairs of any insurer and tporé to the Authority on any investigation made $ych
Investigating Authority :

Provided that the Investigating Authority may, wheer necessary, employ any auditor or actuary or
both for the purpose of assisting him in any iniggdgton under this section.
(2) Notwithstanding anything to the contrary conéal in section 235 of the time, and shall, on belingcted so
to do by the Authority, cause an inspection to lenby one or more of his officers of any insuned &is
books and account; and the Investigating Authashgll supply to the insurer a copy of this repartsuch
inspection.
(3) It shall be the duty of every manager, managiimgctor or other officer of the insurer to produmefore the
Investigating Authority directed to make the invgation under sub-section (1), or inspection urslér-section
(2), all such books of account, registers and afloeuments in his custody or power and to furnisimith any
statement and information relating to the affairthe insurer as the said Investigating Authoritgymmequire of
him within such time as the said Investigating Autty may specify.
(4) Any Investigating Authority, directed to maka @vestigation under sub-section (1), or inspectimder
sub-section (2), may examine on oath, any managgnaging director or other officer of the insurerélation
to his business and may administer oaths accosdingl
(5) The Investigating Authority shall, if he hasebedirected by the Authority to cause an inspediobe made,
and may, in any other case, report to the Authanityany inspection made under this section.
(6) On receipt of any report under sub-section dd)ub-section (5), the Authority may, after giviegch
opportunity to the insurer to make a representatiolconnection with the report as, in the opinidnttoe
Authority, seems reasonable, by order in writig ,

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

(b) cancel the registration of the insurer; or

(c) direct any person to apply to the court fa thinding up of the insurer,
if a company, whether the registration of the iesiras been cancelled under clause (b) or not.
(7) The Authority may, after giving reasonable petito the insurer, publish the report submittedthy
Investigating Authority under sub-section (5) oclsgportion thereof as may appear to it to be necgss
(8) The Authority may by the regulations made bygpecify the minimum information to be maintained b
insurers in their books, the manner in which susformation shall be maintained, the checks androthe
verifications to be adopted by insurers in thatrmation and all other matters incidental theret@m&s in its



opinion, necessary to enable the Investigating éuitty to discharge satisfactorily his functions endhis
section.
Explanation. - For the purposes of this sectiom, ékpression "insurer" shall include in the casaminsurer
incorporated in India -

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

(b) all its branches whether situated in Indi@watside India.
(9) No order made under this section other tharoraler made under clause (b) of sub-section (6) &l
capable of being called in question in any court.
(10) All expenses of, and incidental to, any inigegion made under this section shall be defraygdhe
insurer, shall have priority over that debts dumrfrthe insurer and shall be recoverable as anraofeland
revenue.'.

21. Section 33A, omit "Central Government or the".

22. Section 34H, -

(a) in sub-section (1), -

(i) for"Controller", substitute "Chairpersontbie Authority";

(ii) for "an Assistant Controller of Insurancelbstitute "an officer authorised by the Authority";

(b) in sub-sections (5) and (7) for "Controller'havever it occurs, substitute "Chairperson of the
Authority".

23. Section 35 -
(a) in sub-section (1), for "sanctioned by the @alter", substitute "approved by the Authority”;
(b) in sub-section (3), -
() in the first paragraph, for "to sanction auch scheme substitute "to approve any such scheme"
(i) in the second paragraph for "the amalgamatmm transfer if sanctioned", substitute "the
amalgamation or transfer if approved".

24, Section 36, -
(a) in sub-section (1) for "may sanction the ageament”, substitute "may approve the arrangement"”;
(b) in sub-section (2), -
(i) for "the insurers concerned in the amalgaamtithe Controller may sanction”, substitute "the
insurers concerned in the amalgamation, the Authoray approve”;
(ii) for "contracts as sanctioned by the Contmd|lsubstitute "contracts as approved by the Autyior

25. Section 37, in clause (c) for "scheme sancttrmubstitute "scheme approved".

26. In section 40A, in sub-section (3), for thetfwor beginning with the words "an amount exceediagd
ending with the words "ten per cent of the prempagable on the policy", substitute "an amount naeeding
fifteen per cent of the premium payable on theqyoWhere the policy relates to fire or marine imswe or
miscellaneous insurance.".

27. Section 42, -

(a) for sub-section (1), substitute the following

"(1) The Authority or an officer authorised byirit this behalf shall, in the manner determined oy t
regulations made by it and on payment of the faerdened by the regulations, which shall not be enibran
two hundred and fifty rupees, issue to any persa@king an application in the manner determined kg th
regulations, a licence to act as an insurance dgettie purpose of soliciting or procuring insuwarbusiness :

Provided that, -

(i) in the case of an individual, he does nofesufrom any of the disqualifications mentionedsub-
section (4); and

(ii) in the case of a company or firm, any ofdisectors or partners does not suffer from anyhefgaid
disqualifications :

Provided further that any licence issuednediately before the commencement of the

Insurance Regulatory and Development Authority A&99 shall be deemed to have been issued in aoomed
with the regulations which provide for such licerice

(b) for sub-section (3) substitute the following :



"(3) A licence issued under this sectiongiafthe date of the commencement of the Insurance
Regulatory and Development Authority Act, 1999, Istemain in force for a period of three years ofitym the
date of issue, but shall, if the applicant, beimgirsdividual does not, or being a company or firny &f its
directors or partners does not, suffer from anthefdisqualifications mentioned in clauses (b), (d), (e) and
(f) of sub-section (4) and the application for neakof licence reaches the issuing authority astl¢lairty days
before the date in which the licence ceases toiremdorce, be renewed for a period of three yedrany one
time on payment of the fee determined by the raguia made by the Authority which shall not be mtran
rupees two hundred and fifty, and additional feeanfamount determined by the regulations not exoged
rupees one hundred by way of penalty, if the appbia for renewal of the licence does not reachissaed
authority at least thirty days before the date tictvthe licence ceases to remain in force."”;

(c) in sub-section (3A), for the proviso, subggtthe following :-

"Provided that the Authority may, if satisfithat undue hardship would be caused otherwisepac
any application in contravention of this sub-seattad payment by the applicant of a penalty of selendred
and fifty rupees.";

(d) in sub-section (4), after clause (d) inseetfillowing :-

"(e) that he does not possess the requigitdifications and practical training for a periadt
exceeding twelve months, as may be specified byapelations made by the Authority in this behalf;

(f) that he has not passed such examimatomay be specified by the regulations made by th
Authority in this behalf:

Provided that a person who had been issuedad&under sub-section (1) of this section or
sub-section (1) of section 64UM shall not be regglito possess the requisite qualifications, pralkctraining
and pass such examination as required by clausasddf);

(g) that he violates the code of conducthesy be specified by the regulations made by the
Authority.";

(e) for sub-section (6), substitute the following
"(6) The Authority may issue a duplicate lice to replace a licence lost, destroyed or matilat
on payment of such fee not exceeding rupees fiftynay be determined by the regulations.";
(f) in sub-section (7),-
(i) for "fifty rupees", substitute "five hundredpees";
(ii) for "one hundred rupees", substitute "oneuttend rupees";
(g9) in sub-section (8), for "fifty rupees”, sulbste "five thousand rupees".

28. Section 42A, in sub-section (1), -
(a) for "Controller or an officer authorised byii substitute" Authority or an officer authoriseg it';
(b) for "an application to him", substitute "arpéipation to it".

29. After section 42C, insert the following :-

"42D. Issue of licence to intermediary or insuirtermediary. -

(1) The Authority or an officer authorised by it this behalf shall, in the manner determined kg th
regulations made by the Authority and on paymenthef fees determined by the regulations made by the
Authority, issue to any person making an applicatio the manner determined by the regulations, rawtd
suffering from any of the disqualifications herementioned, a licence to act as an intermediarynansurance
intermediary under this Act :

Provided that, -

(a) in the case of an individual, he does néfiesdrom any of the disqualifications mentionedsimb-
section (4) of section 42, or

(b) in the case of a company or firm, any ofdisectors or partners does not suffer from anyhef
said disqualifications.

(2) A licence issued under this section shalltenthe holder thereof to act as an intermediary or
insurance intermediary.

(3) A licence issued under this section shall rieniva force for a period of three years only frohet
date of issue, but shall, if the applicant, beimgirsdividual does not, or being a company or firny &f its
directors or partners does not suffer from anyhef disqualifications mentioned in clauses (b), (@), (e) and
(f) of sub-section (4) of section 42, and the aggilon for renewal of licence reaches the issuintiarity at
least thirty days before the date on which thenlieeceases to remain in force, be renewed foriagef three
years at any one time on payment of the fee, datedrby the regulations made by the Authority additonal
fee for an amount determined by the regulations,emoeeding one hundred rupees by way of pendlthei



application for renewal of the licence does nothethe issuing authority at least thirty days beftire date on
which the licence ceases to remain in force.

(4) no application for the renewal of a licencel@nthis section shall be entertained if the apfiibn
does not reach the issuing authority before thentie ceases to remain in force:

Provided that the Authority may, if satisfied thidue hardship would be caused otherwise, acogpt a
application in contravention of this sub-sectionpayment by the applicant of a penalty of sevendhesh and
fifty rupees.

(5) The disqualifications above referred to shalthe following :-

(a) that the person is a minor;

(b) that he is found to be of unsound mind lepart of competent jurisdiction;

(c) that he has been found guilty of criminasappropriation or criminal breach of trust or divez
or forgery or an abetment of or attempt to commit such office by a court of competent jurisdiction

Provided that, where at least five yeargehelapsed since the completion of the sentenpesed

on any person in respect of any such offence, tt@dkity shall ordinarily declare in respect of Byerson that
his conviction shall cease to operate as a disipatlon under this clause;

(d) that in the course of any judicial proceegi relating to any policy of insurance of the vifngdup
of an insurance company or in the course of ansityation of the affairs of an insurer it has bémmd that he
has been guilty of or has knowingly participatedomconnived at any fraud dishonestly or misrepregéon
against an insurer or an insured;

(e) that he does not possess the requisitefigaabns and practical training for a period not
exceeding twelve months, as may be specified byapelations made by the Authority in this behalf;

(f) that he has not passed such examinationmas be specified by the regulations made by the
Authority in this behalf;

(g) that he violates the code of conduct as beagpecified by the regulations made by the Autthor

(6) If it be found that an intermediary or an irewe intermediary suffers from any of the foregoin
disqualifications, without prejudice to any oth@nglty to which he may be liable, the Authoritylshend if the
intermediary or an insurance intermediary has knglyi contravened any provision of this Act may cartbe
licence issued to the intermediary or insurancerinediary under this section.

(7)The Authority may issue a duplicate licenceréplace a licence lost, destroyed or mutilated, on
payment of such fee, as may be determined by thdaions made by the Authority.

(8) Any person who acts as an intermediary orreurance intermediary without holding a licence
issued under this section to act as such, shapumshable with fine, and any insurer or any persdm
appoints as an intermediary or an insurance intgiamg or any person not licensed to act as sudhnaosacts
any insurance business in India through any sucsopeshall be punishable with fine.

(9) Where the person contravening sub-sections(8 company or a firm, then, without prejudice to
any other proceedings which may be taken agaimstdimpany or firm, every director, manager, secyeta
other officer of the company, and every partnetheffirm who is knowingly a party to such contratien shall
be punishable with fine.".

30. Section 64UA, in sub-section (1), in sub-cldakxe for "Controller or Insurance", substitute
"Chairperson of the Authority".

31. Section 64UB,-

(a) for sub-section (1), substitute the follogyi-

"(1) The Authority may, by notification in the Qffal Gazette, make regulations to carry out the

purposes of this Part.";

(b) in sub-section (2), for "rules”, substitltegulations";

(c) in sub-section (3) for "Central Governmertt' both the places where it occur, substitute
"Authority";

(d) in sub-section (5), for "Controller of Iramce", substitute "Chairperson of the Authority".

32. Section 64UC in sub-section (1), in provisa,“tbie controller may, with the previous approvétite
Central Government", substitute "the Authority rfiay.

33. Section 64UD, after sub-section (1), insertftiewing :-
"Provided that the Chairperson of the Authoritglsbecome the Chairman of the Advisory Committee
with effect from the commencement of the InsuraRegulatory and Development Authority Act, 1999 and



function as such, and any Chairman of the TariffmBottee holding office immediately before such
commencement shall cease to be the Chairman.".

34. Section 64UJ, in sub-section (5), for "CenBalvernment", wherever it occurs, substitute "Auitiybr

35. Section 64UM, -

(a) in sub-section (1), -

0] in paragraph (B), after "the Insurance (Amieent) Act, 1968", insert "but before the
commencement of the Insurance Regulatory and Deredat Authority Act, 1999";

(i) after paragraph (B), insert the following :-

"(BA) Every person who intends to act asuiaveyor or loss assessor after the expiry of a
period of one year from the commencement of tharlrece Regulatory and Development Authority Ac99,9
shall make an application to the Authority withiimch time, in such manner and on payment of suclagamay
be determined by the regulations made by the Aiithor

Provided that any licence issued immedidtefore the commencement of the Insurance
Regulatory and Development Authority Act, 1999 kbal deemed to have been issued in accordancethvath
regulations providing for such licence.";

(iii) in paragraph (C), for "as may be prescrihexlibstitute "as may be determined by the reguistjo
(iv) in paragraph (D), in clause (i) -
(A) for item (a), substitute the following
"(a) has been in practice as a surveyor ordssgessor on the date of commencement
of the Insurance Regulatory and Development Authdsct, 1999, or";

(B) in item (f), for "prescribed ", sulistie, "specified by the regulations made by the

Authority";
(b) after sub-section (1), insert -
"(1A) Every surveyor and loss assessor stwthply with the code of conduct in respect of ithei
duties, responsibilities and other professionaliregnents as may be specified by the regulationdentey the
Authority.".

36. Section 64V, -
(a) in sub-section (1), -
() in clause (i), after sub-clause (g), inses following :-
"(h) such other asset or assets as maydmgfigal by the regulations made in this behalf;";
(ii) in clause (ii) -
(A) in sub-clause (b), in items (i) and (ii)rf&10 per cent", substitute "50 per cent.";
(B) after sub-clause (f), insert the following :
"(g) such other liability which may be made Hist behalf to be included for the
purpose of clause (ii).";
(b) for sub-section (2), substitute the following
"(2) Every insurer shall furnish to the Aathly with his returns under section 15 or sectidh as
the case may be, a statement certified by an auaoroved by the Authority in respect of genenalurance
business, or an actuary approved by the Authamitgspect of life insurance business, as the cagebom, of his
assets and liabilities assessed in the mannerreghoy this section as on the 31st day of Marcthefpreceding
year.
(3) Every insurer shall value his assets léabilities in the manner required by this sectand in
accordance with the regulations which may be madéd Authority in this behalf.".

37. Section 64VA, -

(a) in sub-section (1), for "at all times", suhgi "at all times before the commencement of the
Insurance Regulatory and Development Authority A&9Q9";

(b) after sub-section (1), insert the following :-

'(1A) Every insurer shall, at all times, onafter the commencement of the Insurance Regwlato
and Development Authority Act, 1999, maintain arcess of the value of his assets over the amouhisof
liabilities of not less than the amount arrivecstfollows (hereinafter referred to in this sectieferred to as the
"required solvency margin®), namely :-

(i) in the case of an insurer carrying @ insurance business, the required solvency masigall
be the higher of the following amounts -

(a) fifty crores of rupees (one hundred croresipkes in case of re-insurers); or



(b) the aggregate sums of the results arrived é¢ims (1) and (Il) stated
below :-
(I) the aggregate of the results arrivetyatpplying the calculation described in item (A)
below (Step - 1) and the calculation describedemi (B) below (Step Il) :

(A) for Step | -

(A.1) there shall be taken, a sum equal to agrgage determined by the regulations
not exceeding five per cent of the mathematicamess for direct business and re-insurance acceggamithout
any deduction for re-insurance cessions.

(A.2) the amount of mathematical reserves atetie of the preceding financial year
after the deduction of re-insurance cessions shallexpressed as a percentage of the amount of those
mathematical reserves before any such deducti@h; an

(A.3) the sum mentioned in item (A.1) above khalmultiplied -

(A.3.1) where the percentage arrived at unden i(A.2) above is greater than eighty-
five per cent (or in the case of a re-insurer ¢agyn exclusive re-insurance business, fifty pamty; by that
greater percentage; and

(A.3.2) in any other case, by eighty-five pentcor in the case of re-insurer carrying
on exclusive re-insurance business, by fifty pert)ce

(B) for Step Il -

(B.1) there shall be taken, a sum equal to agméage determined by the regulations
made by the Authority not exceeding one per certhefsum at risk for the policies on which the satmisk is
not a negative figure, and

(B.2) the amount of sum at risk at the end efpheceding financial year for policies
on which the sum at risk is not a negative figuterahe deduction of re-insurance cession shathtmressed as
a percentage of the amount of that sum at riskrbefoy such deduction, and

(B.3) the sum arrived at under item (B.1) abshall be multiplied -

(B.3.1) where the percentage arrived at uneen i(B.3.2) above 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 reguiat made by the Authority of the value of
assets determined in accordance with the provisibssction 64V,

(ii) in the case of an insurer carrying on gahensurance business, the required
solvency margin, shall be the highest of the follmpamounts :-

(a) fifty crores of rupees (one hundreares of rupees in case of re-insurer); or

(b) a sum equivalent to twenty per cemetfpremium income; or

(c) a sum equivalent to thirty per cenhef incurred claims,

subject to credit for re-insurance in comipy net premiums and net incurred
claims being actual but a percentage, determindgtidoyegulations not exceeding fifty per cent:

Provided that if in respect of any insutbe Authority is satisfied that either by
reason of an unfavourable claim experience or tsxafi sharp increase in the volume of the busirasir
any other reason, compliance with the provisionthisf sub-section would cause undue hardship tontheer,
the Authority may direct, for such period and sabj® such conditions, such solvency margin nohgeess
than the lower of the amount mentioned in sub-@di)sor sub-clause (ii) above, as the case may be.

Explanation - For the purposes of this-sattion, the expressions -

() "mathematical reserves" means the prowisioade by an insurer to cover
liabilities (excluding liabilities which have fatbedue and liabilities arising from the deposit backangement in
relation to any policy whereby an amount is depgakiby re-insurer with the cedant) arising underiror
connection with policies or contracts for life imance business. Mathematical reserves also incipéeific
provision for adverse deviations of the bases, siscmortality and morbidity rates, interest rates] expense
rates, and any explicit provisions made, in thei@abn of liabilities, in accordance with the regfibns made by
the Authority for this purpose;

(i) "net incurred claims" means the averagehs net incurred claims during the
specified period of not exceeding three precedimgnfcial years;

(iii) "sum at risk" in relation to a life insumae policy, means a sum which is -

(a) in any case in which an amount is pbyatconsequence of death other than a case
falling within sub-clause (b) below, the amount alalg on death, and

(b) in any case in which the benefit untter policy in question consist of the making, in
consequence of death, of the payments of annuatympnt of sum by instalments or any other kind exiqaic



payments, the present value of that benefit, legither case the mathematical reserves in regpéue relevant
policies.";
(c) after sub-section (2), insert the faliog :-

"(2A) If, at any time an insurer does not maimtthe required solvency margin in
accordance with the provisions of this sectionshall, in accordance with the provisions of thistes, he
shall, in accordance with the directions issuedhsy Authority, submit a financial plan, indicatirgplan of
action to correct the deficiency to the Authoritighin a specified period not exceeding three manths

(2B) An insurer who has submitted a plan unddr-section (2A) to the Authority
shall propose madifications to the plan if the Aarity considers it inadequate, and shall give éffeany plan
accepted by the Authority as adequate.

(2C) An insurer who does not comply with theyismns of sub-section (2A) shall be
deemed to be insolvent and may be wound up by thetC;

(d) after sub-section (6); insert the following

"(7) Every insurer shall furnish to the Aatity his returns under section 15 or section 16,
as the case may be, in case of life insurance bssia statement certified by an actuary approvethéy
authority, and in case of general insurance busirestatement certified by an auditor approved Hey t
Authority, of the required solvency margin maintdnby the insurer in the manner required by subiesec
(1A).".

38. Section 70 in sub-section (1), for "the Conéno certificate of registration”, substitute "tAathority,
before the date of commencement of the InsuranaqulB®ry and Development Authority Act, 1999, a
certificate of registration.”

39. Section 95, in sub-section (1), for "In thisrtPd, substitute "In this part, before the date of
commencement of the Insurance Regulatory and Dpredat Act, 1999, -".

40. Section 101A, -

(a) in sub-section (1), for "the Central Governthesubstitute "the Authority, with the previous
approval of the Central Government,";

(b) in sub-section (2), for "the Central Governtiesubstitute "the Authority."

41. Section 101B,-

(a) in sub-section (1), for "the Central Governthesubstitute "the Authority with the previous
approval of the Central Government.";

(b) in sub-section (2), for "prescribed", subd#tdetermined by the regulations made by the Aitijfor

42, For sections 102 to 105, substitute the folltaui

"102. Penalty for default in complying with, or #Aia contravention of, this Act. - If any person evis
required under this Act, or rules or regulationsimthereunder, -

(a) to furnish any document, statement, accouwttirm or report to the Authority, fails to furnishe
same; or

(b) to comply with the directions, fails to compljth such directions;

(c) to maintain solvency margin, fails to maintairch solvency margin;

(d) to comply with the directions on the insuramemties, fails to comply with such directions tbe
insurance treaties,

he shall be liable to a penalty not exceeding fakd rupees for each such failure and punishalite w
fine.

103. Penalty for carrying on insurance businessomtravention of section 3,7. and 98. - If a perso
makes a statement, or furnishes any documentjrstate account, return or report which is false amith he
either knows or believes to be false or does nii¢\eeto be true, -

(a) he shall be liable to a penalty not exceefiveglakh rupees for each such failure; and

(b) he shall be punishable with imprisonment whichy extend to three years or with fine for each
such failure.

104. Penalty for false statement in documenta-person fails to comply with the provisions oftgan
27 or section 27A or section 27B or section 27Gemtion 27D, he shall be liable to a penalty natexing five
lakh rupees for each such failure.



105. Wrongfully obtaining or withholding property.If any director, managing director, manager or
other officer or employees of an insurer wrongfulytains possession of any property or wrongfuliplees to
any purpose of the Act, he shall be liable to aajftgmot exceeding two lakh rupees for each suitbréa

105A. Offences by companies. - (1) Where any affennder this Act has been committed by a
company, every person who, at the time the offemae committed, was in charge of, and was respansibl
the company for the conduct of the business otthrepany as well as the company shall be deemee ity
of the offence and shall be liable to be proceedginst and punished accordingly;

Provided that nothing contained in this sub-sectghall render any such person liable to any
punishment, if he proves that the offence was cdtethwithout his knowledge or that he had exercealedue
diligence to prevent the commission of such offence

(2) Notwithstanding anything contained in sub-gec(1), where any offence under this Act has been
committed by a company and it is proved that tHermie has been committed with the consent or canei of,
or is attributable to any neglect on the part ofy director, manager, secretary or other officethef company,
such director, manager, secretary or other offitel be deemed to be guilty of that offence arall 4fe liable
to be proceeded against and punished accordingly.

Explanation. - For the purposes of this section, -

(a) "company" means any body corporate, and irdud

(i) afirm; and

(i) an association of persons or a body of ifdlials whether incorporated or not; and

(b) "director", in relation to -

(i) afirm, means a partner in the firm;

(i) an association of persons or a body of iitiials, means any member controlling the affairs
thereof.

105B. Penalty for failure to comply with sectioBB3 - If an insurer fails to comply with the proiias
of section 32B, he shall be liable to a penalty exateeding five lakh rupees for each such failuné shall be
punishable with imprisonment which may extend te¢hyears or with fine for each such failure.

105C. Penalty for failure to comply with sectia®C3 - If an insurer fails to comply with the praaiss
of section 32C, he shall be liable to a penaltyexateeding twenty-five lakh rupees for each sudhriaand in
the case of subsequent and continuing failurerélestration granted to such insurer under se@iahall be
cancelled by the Authority.".

43. In sections 110A, 110B and 110C, for "Contmllherever it occurs, substitute "Chairpersontaf t
Authority".

44, Section 110G, for "Controller" at both the @aowhere it occurs, substitute "Chairperson of the
Authority".

45, Section 110H, in sub-section (1), for "undetieams", substitute "under section 27D,".

46. Section 114, in sub-section (2),-

(a) after clause (a), insert the following :-

"(aa) such other percentage of paid-up equitytahji excess twenty-six per cent of the paid-upityq
capital and the period within which such excessl{pgi equity capital shall be divested under sultiae¢l) of
section 6AA.";

(b) omit clauses (g) and (ll),

47. After section 114, insert the following :-

"114A. Power of Authority to make regulations1) The Authority may, by notification in the Offai
Gazette, make regulations consistent with thisakat the rules made thereunder, to carryout theogespof this
Act.

(2) In particular, and without prejudice to thenggality of the foregoing power, such regulationyma
provide for all or any of the following matters,maly :-

(a) the matters including fee relating to the segtion of insurers under section 3;

(b) the manner of suspension or cancellation giteation under sub-section (5E) of section 3;

(c) such fee, not exceeding five thousand rupgeespay be determined by the regulations for is§@e o
duplicate certificate of registration under subti®ec(7) of section 3;

(d) the matters relating to the renewal of regt&in and fee therefore under section 3A;

(e) the manner and procedure for divesting exslkage capital under sub-section (2) of section 6AA;



(f) the preparation of balance-sheet, profit ansslaccount and a separate account of receipts and
payments and revenue account under section (1s¢aifon 11;

(9) the manner in which an abstract of the repbthe actuary to be specified under the fourthvizm
to sub-section (1) of section 13;

(h) the form and manner in which the statemengrrefl to in sub-section(4) of section 13 shall be
appended;

(i) the time, manner and other conditions of inmemnt of assets held by an insurer under sub-sectio
(1), (1A) and (2) of section 27D;

() the minimum information to be maintained bysumer in their books, the manner in which such
information should be maintained, the checks ahéroterifications to be adopted by insurers in twatnection
and all other matters incidental thereto under settion (8) of section 33;

(k) the manner for making an application, the nemrand the fee for issue of a licence to act as an
insurance agent under sub-section (1) of sectipn 42

() the fee and the additional fee to be deteruhifoe renewal of licence of insurance agent undér s
section (3) of section 42;

(m) the requisite qualifications and practicairtiiag to act as an insurance agent under clausef(e)
sub-section (4) of section 42;

(n) the passing of examination to act as an imagragent under clause (f) of sub-section (4) dice
42;

(o) the code of conduct under clause (g) of sulbise (4) of section 42;

(p) the fee not exceeding rupees fifty for isstiduplicate licence under sub-section (6) of secg;

(q) the manner and the fees for issue of a licém@ intermediary or an insurance intermedianyenn
sub-section (1) of section 42D;

(r) the fee and the additional fee to be determhifioe renewal of licence of intermediaries or iresuwe
intermediaries under sub-section (3) of section;42D

(s) the requisite qualifications and practicairtireg of intermediaries or insurance intermediartiesier
clause (e) of sub-section (5) of section 42D;

(t) the examination to be passed to acts as amitdiary or insurance intermediary under clausef(f
sub-section (5) of section 42D;

(u) the code of conduct under clause (g) of sulbie® (5) of section 42D;

(v) the fee for issue of duplicate licence unddy-section (7) of section 42D;

(w) such matters as specified under sub-sectiprofZection 64UB relating to the Tariff Advisory
Committee;

(x) the matters relating to licensing of surveyarsl loss assessors, their duties, responsibilities
other professional requirements under section 64UM,;

(y) such other asset or assets as may be speuifigel clause (h) of sub-section (1) of section &V
the purposes of ascertaining sufficiency of assetier section 64VA,

(2) the valuation of assets and liabilities unslgs-section (3) of section 64V,

(za) the matters specified under sub-section ¢fAgection 64VA relating to sufficiency of assets;

(zb) the matters relating to re-insurance undetiaes 101A and 101B;

(zc) the matters relating to redressal of grieeanof policy-holders to protect their interest and
regulate, promote and ensure orderly growth ofrearsce industry; and

(zd) any other matter which is to be, or may Ipectfied by the regulation made by the Authorityiror
respect of which provision is to be made or maynagle by the regulations.

(3) Every regulation made under this Act shalldid, as soon as may be after it is made, befoch ea
House of Parliament, while it is in session, forotal period of thirty days which may be comprisadone
session or in two or more successive sessionsif.dmefore the expiry of the session immediateljoiwing the
session or the successive sessions aforesaid Hoatbes agree in making any modification in the Iatipn or
both Houses agree that the regulation should natdme, the regulation shall thereafter have effett in such
modified form or be of no effect, as the case maysln, however, that any such modification or ameult shall
be without prejudice to the validity of anythingepiously done under that regulation.”.

48. Section 116 A, for "Central Government", athbgilaces where they occur, substitute "Central
Government, before the date of commencement ofrthgrance Regulatory and Development Authority Act,
1999,".



THE SECOND SCHEDULE
(See section 31)
AMENDMENTSTO THE LIFE INSURANCE CORPORATION ACT, 1956
(31 of 1956)

1. In the Act, for "Controller" wherever it occusybstitute "Authority".
2. After section 30, insert the following :-

"30A. Exclusive privilege of Corporation to ceas@otwithstanding anything contained in this Act,
the exclusive privilege of carrying on life insucanbusiness in India by the Corporation shall ceasand from
commencement of the Insurance Regulatory and Dpredat Authority Act, 1999 and the Corporation shall
thereafter, carry on life insurance business indma accordance with the provisions of the InsaeaAct, 1938
(4 of 1938).".

THE THIRD SCHEDULE
(See section 32)
AMENDMENT TO THE GENERAL INSURANCE BUSINESS (NATIONALISATION) ACT, 1972
(57 of 1972)

After section 24, insert the following :-

"24A. Exclusive privilege of Corporation and aafjuj companies to cease. - Notwithstanding
anything contained in this Act, the exclusive dage of the Corporation and the acquiring compaiwies
carrying on general insurance business in Indidl slease on an from the commencement of the Inseran
Regulatory and Development Authority Act, 1999 a&hd Corporation and the acquiring companies shall,
thereafter, carry on general insurance businessdia in accordance with the provisions of the hasice Act,
1938 (4 of 1938)."



