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Dated: 26th March, 2023

INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA (PAYMENT OF COMMISSION) REGULATIONS, 2023
 
Dear Friends,

The IRDAI to enable the insurer to manage their expenses effectively and to facilitae them in development of new business model, innovation etc., the IRDAI has notified IRDAI( Payment of Commission) Regulations, 2023

Let’s discuss amended provisions of regulations going to be effective from 1st April, 2023.

REGULATION 2- OBJECTIVE: The objectives of these Regulations are: 
(a) To enhance responsiveness of the regulation to market innovation. 
(b) To facilitate the insurers in development of new business models, products, strategies, internal processes and enable in easy compliance with the Regulations while fulfilling the regulatory objectives.
(c) To provide the insurers the flexibility to manage their expenses based on their growth aspirations and the ever-changing insurance needs with an objective to improve insurance penetration.

REGULATION 3(c) “Commission” means any compensation including remuneration, or reward, by whatever name called, paid by an insurer to Insurance agent, Intermediary or Insurance intermediary, as applicable, for soliciting or procuring or transacting insurance business.

REGULATION 4 -BOARD APPROVED POLICY FOR PAYMENT OF COMMISSION 
(a) Every insurer shall have a written policy for payment of commission, which shall be approved by the Board of the insurer. 

(b) The Board approved policy shall be reviewed periodically. 

(c) The objectives of the policy for payment of commission shall inter alia take into consideration the following: 
(i) it is in the interest of the policyholders; 
(ii) it increases insurance penetration and density in the country; 
(iii) the nature and tenure of the insurance policy; 
(iv) the interest of the Insurance agent, Intermediary or Insurance intermediary; 
(v) enhances the performance of the Insurance agent, Intermediary or Insurance intermediary; (vi) it is commensurate with its business strategy; 
(vii) brings cost efficiencies in the conduct of business and simplification of the administration of insurance business; and
(viii) gives an indication on the relative degree of importance placed on each of the above.


REGULATION 5 : COMMISSION PAYABLE TO INSURANCE AGENT, INTERMEDIARY OR INSURANCE INTERMEDIARY BY INSURERS 
(a) The total amount of commission payable under life insurance products including health insurance products offered by life insurers shall not exceed the Expense of Management (EOM) limits specified under Insurance Regulatory and Development Authority of India (Expenses of Management of Insurers transacting Life insurance business) Regulations, 2023 as amended from time to time.

	Insurance Regulatory and Development Authority of India (Expenses of Management of Insurers transacting Life insurance business) Regulations, 2023 

REGULATION 3(1) No insurer carrying on General Insurance Business in India shall incur expenses of management in excess of 30 percent of gross premium written in India in a financial year. 

REGULATION 3(2) No insurer exclusively carrying on Health Insurance Business in India shall incur expenses of management in excess of 35 percent of gross premium written in India in a financial year.



(b) The total amount of commission payable under general insurance products, including health insurance products offered by general insurers and health insurance products offered by standalone health insurers shall not exceed the EOM limits specified under Insurance Regulatory and Development Authority of India (Expenses of Management of Insurers transacting General or Health Insurance business) Regulations, 2023 as amended from time to time.


	Insurance Regulatory and Development Authority of India (Expenses of Management of Insurers transacting General or Health Insurance business) Regulations, 2023 ; 
REGULATION 3 & 4 

I. FOR GENERAL INSURERS
EXPENSES OF MANAGEMENT- 
a) Expenses of management as specified Regulation 2(v)-                          30% of GWP
b) Head Office Expenses( of GWP income  from overseas branches )        10% of GWP
Rural Sector (incremental premium over the previous financial year, 15% of GWP sourced from the rural sector and the above specified schemes)
c) Insurtech’ and Insurance Awareness ( 30%*5%)                                      1.50%GWP

I. FOR GENERAL INSURERS
EXPENSES OF MANAGEMENT- 
a) Expenses of management as specified Regulation 2(v)-                          35% of GWP
b) Head Office Expenses( of GWP income  from overseas branches )        10% of GWP
Rural Sector (incremental premium over the previous financial year, 15% of GWP  sourced from the rural sector and the above specified schemes)
c) Insurtech’ and Insurance Awareness ( 35%*5%)                                       1.75%GWP





REGULATION 6 : SUBMISSION OF RETURNS ON PAYMENT OF COMMISSION BY THE INSURER 

(a) All insurers, within 45 days of the expiration of each financial year, shall submit to the Authority the Board approved returns on payment of commission by the insurer to the Insurance agent, Intermediary or Insurance intermediary 

(b) The formats for such information and data may be specified by the Authority from time to time. 
(c) These returns shall be reviewed by the Audit Committee prior to being placed for approval of the Board of the insurer. 

REGULATION 7. REPEAL AND SAVING: 
(1) Insurance Regulatory and Development Authority of India (Payment of Commission or Remuneration or Reward to Insurance Agents and Insurance intermediaries) Regulations, 2016 shall be repealed from the date these Regulations come into force.

(2) Unless otherwise provided by these Regulations, anything done, or any action taken or purported to have been done or taken in respect of the Regulations mentioned in sub-regulation (1) shall be deemed to have been done or taken under the corresponding provisions of these Regulations.

CONCLUSION: the Authority has entertained the demand of industry for increasing limit on expenses of management and this is appreciable. The Authority has done a lot during this financial year which help in ease of doing business in India. This will help to insurers to expand their business base and more and more penetration of business in rural areas. The target to insure all Indians till 2047 will be achieved through these measures. 

DISCLAIMER: the article presented here is only for sharing information with readers. The views are personal, shall not be taken as professional advice. In case of necessity do consult with professionals for more clarity and understanding on subject matter.
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