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FIFTY-FIFTH REPORT OF THE COMMITTEE ON PETITIONS
(SEVENTEENTH LOK SABHA)

INTRODUCTION

|, the Chairperson, Committee on Pefitions, having been authorised by the
Committee to present on their behalf, this Fifty-Fifth Report (Seventeenth Lok Sabha) of the
Committee to the House on the Action Taken by the Government on the recommendations
made by the Commlttee on Petitions (Seventeenth Lok Sabha) in their Thlrty -Sixth Report

on the representatlon of Shri R. Marak regarding the need for regu!atlng the working of . '-:
-:.Govemment owned General Insurance Companies espemaliy in Meghalaya and other_ S

o 3|mp0rtant |ssuee re!ated therewath

2 The Comm;ttee conszdered_and adopted the draft F;fty Flfth Report at t helr sdtmg'_

._ :-_:held on 18 December 2023

3 | The observatlons/recommendatzons of the Cemmlttee on the above matters have'_: ;

_b_fbeen included in the Report

| NEWDELHI R  HaRSHDWIVEDI
B P _ : Chatrperson

i1 8 December 2023 _
' '_27 Agrahayana 1 945 (Saka)
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. REPORT

ACTION TAKEN BY THE GOVERNMENT ON THE RECOMMENDATIONS MADE BY THE
COMMITTEE ON PETITIONS (SEVENTEENTH LOK SABHA) N THEIR THIRTY-SIXTH
- REPORT ON THE REPRESENTATION RECEIVED FROM ‘SHRI R, MARAK REGARDING

THE NEED FOR REGULATING THE. WORKING OF GOVERNMENT OWNED GENERAL
~ INSURANCE COMPANIES ESPECIALLY IN MEGHALAYA AND OTHER IMPORTANT.
: ISSUES RELATED THEREWITH i . _ : :

The Commrttee on Pehtrons (Seventeenth Lok Sabha) presented therr Thzrty-Stxth o
_f;'__;Report to Lok Sabha on 13 December, 2022 on the representation received from Shri R, Marak -~
regardlng the need for regu[ating the workmg of Govemment owned General Insurance_:
_;.f-ij_.Companles especrally in Meghataya and other important issues re!ated therewith; ' S

g The--Commrttee'had_made 'certarn observahons/recommendatrons int -matter and the'_--_':_-'

.”"_.MrnIStry of Flnance (Department of: Frnancral Sennces) ‘were asked to ;mplement the e

: :f__recommendatrons and furmsh the:r actron take' 'replles thereon for furth : consrderatlon of the

3 Actron Taken Replles _fhave srnce .been 'Irecetved from the Minlstry of Flnanee_-_'_:’".
*._.--_(Department of Financial. Ser\nces) in_respect of all the observahonslrecommendatlons}_Q

'--._contamed in the aforesald Report The recommendatlons made by the: Committee and. the”__'i'

i _:replles furnlshed thereto by the: I\/Ern]stry of Finance (Department of Fmandat Servrces) are_.'
' detarled in the succeedlng paragraphs S sl

4. In paragraphs 19 20 21 22 and 23 of the Report the Commrttee had
observed/recommended as fottows- BRI R : i

"Merdrnq of Pubhc Sector General Insurance Companres {PSGICs)

While metrculously examrnrng the representatron of Shrr R Marak regardrng the need for

- _regulating the working of Government owned General Insurance Companies, especially,

" in Meghalaya vis-a-vis the comments furnished by the Ministry of Finance (Department of
Financial Serwces)/NatronaI Insurance Company Limited (NICL), New. India Assurance
Company Limited (NIACL), Oriental India Insurance Company Limited (ONCL), United

~ India Insurance Company Limited (UICL) and General Insurance Corporatron of India
Limited (GIC), the Committee note that general insurance business in the country was
nationalized by the General Insurance Business (Nationalisation) Act, 1972 and all
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Insurers carrying out the genera! insurance businesses were merged and accordingly,
four acqur‘n'ng Companies, viz., NICL, NIACL, OlfCL and UIICL were set up, and the fifth
one, viz,, GIC was set up as the Holding Company of the above stated four Government

. ._jowned General Insurance Companies. The General !nsurance Corporahon of India
. }'errted was notrf' ed as the "Indian Re-rnsurer" in the year 2000 and it ceased to be the
Controlhng Company of .the above mentioned four Public Sector General Insurance
o ;_Companres (PSGICs).with effect from 21t March 2003. All the four PSGICs have been

working in all non-life insurance areas moiudrng mofor hea!th propen.‘y and rnsurance of
| -rndustnal umts . _ .

-f"[_'_._'The Commrttee also note that out of these frve PSGICs three Government owned o
s .'.';General Insuranoe Companres viz,, NICL, UIICL and OIICL are- fully owned by the
B :.Government of India which has. shareholdrng of. 85 44% in: NIACL as on 31sf March '

2022 whereas, the General Insurance Corporation of India Limited (GIC Re.) was fully'-:“. o
s {ow_ned by the Government of Indra trl! rts Inmal Pubhc Offer (IPO) and subsequent hstmg g S

'5 .78% of the equrty share caprtal of GIC Re _: -.:

o As T _'gards the rnsurance pohcres/products berng offered by these PSGICsH the
RSt Commrttee fun‘her take note of the fact that the Nabonal !nsuranoe Company errted. S

rssues 249 produots under 12 hnes of busrness as under S N

_-'Avratron
Crop. !nsurance
_'__Engrneenng,
" Fire, Health,
o .'Lrabrhty, G
"~ Marine Cargo ]
" Marine Hull,
Mofor,
N Personal Accrdent
Rural, Workmen Compensatron and
-Other Mrscellaneous

” Srmrlarly, t_he Umted Indra lnsurance Company errfed has a slew of over 200 products
,'_'_offenng in 10 Irnes of busrness as under- SR SR :

) -Motor,
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Health,

Personal Accident,
.. Workmen Compensation,
- Liability, - o
o Engineering,-
- Aviation, and . -
s _Other M.'sceﬂaneous

. -:-Bes;des the Onental Ind;a Insurance Company L:m:ted prowdes fnnovat:ve msurance
' --}pohc;esm allthe bus:ness I:nes as under----.. e Sl nn

d provides 329 products in 0 business fnes,

i Manne Cargo
- Marine Hull, o
- Motor OD (C Own Damage)
- Motor TP{(1 Th;rd Party)

Health,

Personal Accident,
“. Liability, Aviation, and
‘ Other M:scellaneous Pohc:es e

e 66 e 8 @ e @ @ ‘ m

. The. General Insurance Corporat:on of Ind;a Limited (GIC Re. ) being a reinsurance

L " company, caters to the needs of only direct Insuranca Companies. It is a B2B. (Business-

fo-Business) Company and does nof tssue msurance pohc:es like Motor, Mediclaim, etc.,
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directly to public, however supports the insurance sector ‘by providing reinsurance fo
direct i insurance companies rnoludmg the States of North East India.

The Committee further take note of the fact that Agnculture Instrance Company of lndla
Limited (AIC) was set up under the Indian Companies Act, 1956 consequent to the
announcement made in the General Budget Speech of FY 2002-03, and the Company
commenced its business from 1 April, 2003 by taking over the mandate of the National
Agricultural Insurance Scheme (NIAS) now being re-named-as Pradhan Mantri Fasal

.. Bima Yojana (PMFBY) which, until FY 2002-03 was implemented by the General
* -':'-'-i'lnsurance Corporatron of: lnd:a letted to cater the needs of farmers better and to move IR
B towardsa sustarnable agncultural reg:me e |

i The Commrttee understand that rnlt:ally, when the Insurance Industry was natronalrzed :n'-' o

5.

1972 by merglng all insurance providers in four subsrdranes of General lnsurance'}_ o
" Corporation in India, the intention of the Government was, perhaps to profect the .~ -
o ';mterests of: general publrc from the Private Insurers and to provide them the benefitsof
. “market. competrtron while offenng them to choose among the favourable options. These
_-__.non-lrfe insurance companres basically, offer motor. insurance, health, property and
- industrial umts and are in operation. and rendenng therr services -'-for__ decades. The = =
. “Committee. would like to highlight that during their jourey of e
~ . Government. ovvned lnsurance Companres have eamed the- trust of _publrc and are still S
o '-_':_-ﬁ-recognrsed for their ‘efficiency. and transparent functronrng However, the Commrttee G
.. observe thiat all the. four General Insurance Companles are domg business by sellrngﬁ_ S
. similar types of insurance. products and ‘as a result of such overlapprng of ‘simifar -
i '_.ftnsurance products these Government owned General Insurance: Compan:es arenot
~only eatlng up each other’s market. share whrch is already vulnerable to privafe: players of o
. -the . insurance - sector but - also ‘they may resort to. rnappropnate practices, viz,
i undercuttlng premiums to maintain their prohtabrlrty The Committee, therefore, urgethe
- Ministry of Finance (Department of Financial Servrces) to re-visit their earlier proposal of -
merging all the four PSGICs into one entity which would greatly reduce the management
‘expenses and. also provide cushion fo their combined. Solvency Ratio. In this regard, the

Committee would like to cite the example of Life Insurance Corporation of India (LIC) -
which is the. only -Public Sector Life Insurance Company and dorng :ts busrness wrth. :

_- commendable fi nancral performance

The Mlnlstry of Finance (Department of Fmanmal Serwces)lPSGle in thelr actlon taken

reply, have submitted as fo]lows -

- the Budget speech 201 8 1 9 the Frnance Mrnrster announced the Government s intent

to merge three publrc sector general rnsurance compan:es viz., Natronal Insurance
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6

Company Limited, United India Insurance Company errted and Onental Insurance

| Company errted

_':‘;However in July, 2020, it was decrded not fo proceed wrth merger but fo focus on their

profitable growth. Hence, the Government decided fo infuse caprtat in these three
PSGICs."

_'_‘:In paragraphs 24 25 26 27 28 29 and 30 of the Report the Commrttee had observed/

recommended as fotlows i

'"-‘"l'_'fj'negngrbry improved from 7.60% m’2017-18 0 7.77% in 2018-19'but thereafter'{_f._’f:_-

-:::-_;.f__-deolrned from 7 24% in 201 9—20 6 26% in 2020 21 and 6 21 % in 2021 22

;_1;2019-20 to 14.37%In 2020-21 and 14.76% in 2021-22.

. _._:__.The Commrttee are perturbed over the declmmg trend of market share of NICL UIICLr
. and OICL; whereas, NIACL has maintained its market share more.or less at same level
. and rather showing some rrnprovement The Committee though, at the same time,

. acknowledge the fact that the four PSGICs still hold a major chunk of market share of

34.05% of insurance seotor and has a. pan-lndra presenoe of :6759. offices with a
manpower of 44,743 personnel. Notwithstanding this, the Committee would fike fo urge

. .the Ministry .of Finance. (Department of -Financial Servrces) to encourage ‘these four
-PSGICs fo expand therr area of. functronrng whrch is .at presently. confined to higher

classes of urban aréas, to un-rnsured rural areas and urban poor by designing innovative
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and diversified insurance products whrch are suitable to the needs of the rural and poor
people. The Committee further recommend the Ministry of Finance (Department of
Financial Services) that in order to increase the penetration and density of insurance
_coverage fo the remotest of areas, these PSGICs should take info account the .
regronal/demographrcal consrderatrons such. as social and gconomic drsparrtres and
inequalities, etc., particularly in the North Eastern region of the country '

e market share of the four Public Sector General Insurance. Compan!es vis-a-vis Private

~ Insurers in North Eastern States of the country [Arunachal Pradesh, Assam Manrpur .
- Meghalaya, Mizoram, NagaIand Sikkim. and Tripura], the Mrnrstry of Finance -

o (Department of Financial Servrces)/PSGICs ‘have. provided details - only for three - "

= _f-and the Unrted Indra Insurance Company errted ws—a~vrs Prrvate Insurers has not been S |
o -provrded and aIso no. detarIs of market share of the New Indra Assurance Company-._-i o

i:_:"_'.:.:j.'f.??}'Insurance Company errted hoIds 9, 13% of the market share out of total 46. 1 9% of |
" market share of PSGICs as on 31.12.2021 in North Eastern States as against 53.81% of -
. market share of Private Insurers. As regards the New India Assurance Company Limited, =

:_Compames ie, the United. India ____Insurance Company Limited, the Onental Indra_;__;

 caseof the. Unrted India Insurance Company errted the market share of the Company
L irn 2020-21 in North Eastern States was 9% whrch comes to Rs 262 crore of the market___.-“ SR

i . the total market share of the Company in 2021-22 was 14.76% in comparison fo. 34 02% |
R -_--'_:}f.of PSGICs vrs—a vis. 65 98% market share of Prrvate Insurers for the entrre country i

' The Commrttee are also not happy to note that the Mrnrstry of Frnance (Department of. i

ot Financial Servrces)/PSGICs have not provrded comprehehsrve data on the percentage of
market share, premium. collected and claims settled in respect to the National Insurance SR
"-'-':',-Company Limited, the United Indra Insurance Company Limited and the New India

- Assurance Company Limited vis-a-vis Private Insurers in the North Eastern States. The.
. Committes, . therefore, urge the. Mrnrstry of Finance (Department of Financial
E '-Servrces)/PSGICs fo comprIe and furnish a comprehensrve and specific data on market

| share, policies issued, premium collected, claim seftled anng with the amount thereof
- and also a comparatrve statement with Company—wrse actual data as well as percentile

" thereof .on total market share of PSGICs vis-a-vis Private Insurers in the country and
_'specrf caIIy for the North Eastern Regron as on 31 March 2022 -

= 'As regards the totaI premrum coIIected by these four Govemment owned General

e '-Insurance Companres durrng 2021~22 in the North Eastern States the Comrnrttee note
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that it was Rs. 207.62 crore by the National Insurance Company Limited, Rs. 250.41
crore by the United India Insurance Company Limited, Rs. 218,05 crore by the Oriental

JIndia Insurance Company Limited and Rs. 422.27 crore by the New India Assurance

“Company Limited. The Committee further note that the total sectorwise amount of
 claims settled by these Public Sector General Insurance Companies during 2021-22 in
- the North Eastern States comes to Rs 51 7,57, 36 301 6 1 Wrth a break up, as under -

New lndra Assurance Company errted Rs 103 66 crore _
“United India Insurance Company errted Rs 117 31 orore T

- Oriental India Insurance Company Limited - Rs. 116. 71 crore; and
New Indra Assurance Company errted Rs 179 89 crore

The Comrnrttee observe that the combrned premrum amount-_- 'collected by the four;-_
. PSGICs during the year 2020-21 was Rs. 1095.35 crore and an amount of Rs. 517.57
. crore (47%) was paid by these Companies against the claims settled during the period, -

S inthis connection, the Committee further observe that amongst these: four PSGICs thef'- S
o New India Assurance Company Limited, which is a listed Cornpany with 85, 44‘? of -
'_overnment h drngs was the hrghest aggregator both rn terms of oollectron of premrum S

B _.‘due to numerous formalrtres and cumbersome procedure that are requrred to be adopted'-:',_: ”
. by the Public Sector General lnsurance Companres whrch otten result in rejectron orj’r S
| '"'-*;_'_ﬁ_""_'-";delay in the settlement of clarms L N e

R n_-}the consrdered opmron of the Commrttee absence of | any targets set for PSGle m_-f”f
S terms of the' number of i msurance covers sold the insurance. ‘companies may-. be non—: i
Lo .i;_senous and reluctant fo cover larger chunks of the populatron under general and non-life - -
._";-"'*_f_health msurance schemes The Commrttee therefore urge the M:mstry of Fmance_:__:--’ |

_'busmess and renewal premrum of the Company These premrum growth targets can be - .

- set taking .into_consideration the past performance of these PSGICs, their distribution

7.

SRR -network and their current premium base by expandrng their activities to rural and remote
areas. The Commitiee further recommend that the procedure for ‘setflement of claims

* should be simplified further and claims should be settled with a strpulated penod of trme ‘

. 'to avo:d undue harassment and hardshrps to the clarmants " : '

The Ministry of F:nance (Department of Flnanolal Ser\nces)lPSGICs in their actlon taken

reply, have submitted as follows:-
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"The Government has taken various initiatives to support the growth of the insurance
sector and enhance insurance coverage, especially for the underserved and un-served
- population of the country, through its flagship social security insurance schemes, namely,
. the Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) covering approxrmately 16.19
“crore lives. and the Pradhan Mantri Suraksha Bima Yojana (PMSBY) covering
approxrmate[y 34.18 crore lives for life and accrdent respectrve!y, as on 26.04.2023. In
order to bridge the gap in insurance protection and coverage and in fulfiiment of the
Prime Minister’s vision fo insure every eligible citizen of the country, efforts are made fo -
saturate the coverage: of the etrgrb[e popu!atron under PMJJBY& PMSBY in a mrssron

'_ mode Salrent features of the Schemes are grven below- f D

s -Pradhan Mantrr Jeevan Jyotr Brma YOJana (PMJJBY) - The Scheme is. avadabte to_ -
R people in _the age group.of 18 fo 50 years havrng a Bank/ Post Office. account who ¢ give
. their consent to join / enable auto-debit. Risk coverage under this: scheme isforRs.2

ich rs:to be uto debrted from th sUbscrrbers bank/ Post oft“__ ce ccodnt

~Join/enable a
~accidental death or .

5"the“account_holders Bank/ Post oh‘rce account through auto debrt’ |

_khs in 'case of death of the insured : due _to any reason, at-an annual _premrum of Rs e
-f::_'ﬁPradhan 'Mantn Suraksha Brma Yo;ana (PMSB Y) The Scheme is avartable. to people in:
“the age group 1 8_ to 70 years wrth a Bank/ _R_o_st_ Ott" ce account who grve'therr consent fo SO

_ | _ 1 -lakh p_an‘ral permanent_ -.__;: B
“disability;due to accrdent'at a premrurn of Rs. 20 per annum whrch isto be deducted from S

o -The tnsurance Regulatory and Devetopment Authorrty of Indra'_'(tRDAI) is also:bnngmg no
reforms to create a new. regutatory archrtecture to promote ‘lnsurance for AII hy 2047 B

Approxrmately, 2004..out-;'of 6760 (~30fr) oft"ces of the PSGICs are. srtuated in the rural_ 5
- areas of the country to fake care of therr regronat and demographrc consrderatrons T

R The Department of Frnancrat Servrces vrde Oft“ ice. Memorandum dated 2752022
" furpished the current combined market share of aforementioned Insurance Companies

" vis-a-vis Private Insiirers in North Eastern Stales of the oountry It is observed that the
S same isat 46 19% as compared fo 53 81 % of prrvate rnsurers as on 31 1 2 2021

The data in respect of PSGle on polrcres rssued premrum oollected clarm settled along
-wrth the amount thereof are as under:- .- . L _
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" In North Eastern No.of | Premium | No. of Amount of Claims-
* |Region of the country| Policies | (InRs. | Claims | Settled (In Rs. crore)

L ssued crore) | Settled |
PSGICs 18,06,302 | 1,135.97 | 42,789 | 61225

Source PSGle

:_' jlt is mentroned that the terms Clalm Settlement Ratro and Incurred Clarm Ratro are
3 defmed as under- | N _

| ':. f__.:(r) f:.-Clarm Settlement Ratro refers to the percentage of olarms that the rnsurance . o

S : j_.company settles iné a year compared to the total number of clarms recerved and

_:j:lncurred Clarm Ratro reters'to the ratro of the amount of net rncurred clarms to net;_- '- |
-'-earnedpremrum Somhad S

_;_g_-cent durrng 2021 22 agamst 81, 06 per cent dun_ng the prevrous year Publrc Sector_-_ .
::;5. General lnsurers expenenced hrghest Clarrn Ratro_ of 103 1 7 per cent whereas Pflvate 5
22 lncurred Clarm Ratro of PSGle has rncreased from 87 48 per cent durrng the year L
- ---::2020-21 to 103 17 per cent durrng the year2021-22 o

: _.?:_-__"'i’;'_‘:';:;:Further as per the IRDAI Annual Report 2021 22 Clarm Settlement Ratro ot four :
R ._g-rPSGle was 95 3% as compared to 91 4% of prrvate msurers durlng the year 2021 22

n the process of provrdrng 'lnsurance for all by 2047' lRDAl has envrsaged ’State |

~ Insurance Plan' to accelerate the process. of implementation and last-mile delivery of

- insurance services to.the uninsured population of all States. IRDAI initiated this plan to

take the General Insurance. Industryto. achieve. mrlestone premium.of Ten Lakh Crores

~ by 2027. The potential of Insurance sector was_highlighted and deliberated during -

fﬁ_varrous interactions .with the. rndustry Consrdenng the past performance and other

factors, growth potential of individual insurers was identified. Based on the same, the
annual growth potentral rdentrfred for PSGle for 2022~23 to 2026—27 is 25%

Provrsron of lRDAl Regulatron related to settlement of msurance clarms The trmelrnes for

claim processing and payments have been specified by the Authority vide IRDAI
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(Protection of Policyholders' Interests) Regulations, 2017 (PPl Regulations). Regulation
No. 5 of the PPl Regulations specifies that the Insurers should have Board approved
policy for. protection of interests. of policy. holders and all the service parameters and
turnaround times for various services should be displayed in their website. Setflement of
claims is based on the terms and conditions of the policies issued and Tum Around
Times (TATs) for claim settlements are governed by PPI Regulations."

8. In paragraphs 31 32 and 33 of the Report the Commlttee had observed/ recommended )
astol[ows-_---: e RN s e S

"Profrt/Loss after Tax Earnmqs of PSGICs vrs a-ws Caprtal Infusron

& --__;“-'}.;':The Commrttee observe that sharp dectrne rn Profrt after Tax earntngs of the Natronalf_” [
. -Insurance.Company Limited is witnessed during 2014-15 to 2020—21 ItwasRs, 97011 .

- crore in 2014-15; Rs. 149.23 crore in 201516, Rs. 45.84 crore in 2016 17-and. thereafter SHI
.= the Company.suffered steep loss of Rs. 2,170.77 crore in 2017-18, Rs: 1,696.12crorein = -

s _-{;2018—1 9, Rs. 4 1 08 34 crore in 201 9 20 and Rs 561 85 crore in 2020 21 The Commrttee;;.j S

"Co_mpany errted whtch were Rs 300 57, crore rn 2014-1 5 Rs 220 59 crore rn 2015-16, -
s. 1002, 66 crore in 201 7-18 and. thereatter the Company suffered Ioss of Rs. 1913 53:',_]. R
'rore in. 2016 17, Rs. 1877.91 crore in 2018 19 Rs. 1485.85 crore in 2019-20, Rs. L A
84.68 crore in 2020-21, and Rs, 997.00 crore in 2021-22 (provrs;cnal) The Committee
though somehow satisfied with the Proftt/Loss after Tax eamings of the Oriental India -~

Insurance Company Limited which were gradually on the trajectory of profit for all the
- year(s) from Rs. 392.10 crore in 2014- 1 5 to Rs. 1,525.44 crore in 2020-21 with a decline = -

e ~in profit in the year 201 8-20 which was Rs. 293 66 crore; Another PSGIC, which has e
S ;regrstered Profit after Tax earnings throughout the period from 2014-15 fo 2021- 22 is the
. New India Assurance Company. Limited, e, Rs _1 431 crore rn 2014 15 to Rs 1605 ';-'f

croren 2020-21 and Rs. 164 n 2021-22.

e -3’j-_tn thts backdrop, the Commtttee note that a hefty amount to the tune of Rs 1 7 450 crore -
. “has been infused by the ‘Government in these four Public Sector General Insurance
- “Companies to improve their Solvency Ratros The detatts of caprtal tnfusron by the
i _%Governmentrn fourPSGtCs are as under~-- R :

s _-__-..(i)_ Lo Nattonal Insurance Company ertted Ftve rnstalments of Rs 9 275 crore
S between March 2020 to March 2022 H

(i Untted lndta Insurance Company ertted Two rnstalments of Rs. 3,755
R crore between March 2021 and March 2022 .
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(i)  Oriental India Insurance Company Limited - Three instalents of Rs. 4,420
crore from 2019-20 to 2021-22. '

(iv)  Other two PSGICs, viz., the New India Assurance Company Limited and
the General Insurance Corporatron of India Limited (GIC Re) did not
receive any infusion of money from the Government for improving therr
Solvenoy Ratros

. The Commrttee do not agree to the manner of t' nanoral tntusron berng adopted by the
s Government in gettrng the financial health of the Ioss-makrng Companres back on track
s 'and instead urge the Mrnrstry of Frnance (Depan‘ment of Financial Servrces) to work out
ona pragmatro strategy, in constltation with the Management of these PSGICs. In this -

regard, the Committee are. of the firm oprnron that a comprehensrve turnaround plan fo:

7-53admrmstratrve and operatrng expenses The Commrttee therefore reoommend the'_

. _' .-steps to bring about a change in the business behaviour of these PSGICs fo keep pace -
- with, and adapt fo the ohangrng needs of the polroyholders fo. enhanoe the. market as well L

'H

i G as prof it share of these Government owned Genera! Insurance Companres . '_ Sl

::9- -'ﬁ.The Mlnlstry of Fmance (Department ot FmanCIaI Sennces)/PSGle tn their aetlon taken R
reply, _have submltted as totlows- I

"The Publrc Seotor Generat lnsuranoe Companres have taken various measures to

B ﬁ __-_-_f”reduce their expenses, .improve . therr ‘underwriting practices, drversrfy their product

" portfolio -and rationalisation of offices efc. Ieverage teohnotogy to enhance customer

T service and satrsfaotron -These. initiatives, in due course of time could fead to higher

'-r-;'premrum moome Iower operatrng costs reduoed underwrrtrng Iosses and Iower net
“._-.“Iosses R . o 3 S SERA .
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; ot back the trnancral posrtron ot the PSGICs on track requrres a progressrve rrse m the_f_f_.

__rnrstry fo chatk outa 'Revamp Plan' ot doubtrng of busmess volume of the PSGICs.and
reducing their operating costs with a view. fo improving and. strengthening regufation, -
supervision and risk management in these PSGICs. The Committee would further liketo - -
-_;_":'mentron that the advent of teohnology, in recent: trmes has created. a refentless: pace tor_' B
.the insurance fraternrty fo rise u ) fo rnterestmg yet ohattengrng = demands: of the
“millennial and as such, the General Insurance Seotor needs: Organrsatrona! restructunng o
-:_._through drgrtally enabled workflows. 1o convert their operatrng offices into customer
-experience and business: devetoprnent centers. The Committee; therefore ‘recommend

- the Ministry of Finance. (Department of Frnancrat Services)/PSGICs fo take appropnate. e




Further, M/s. Ernst & Young LLP has been engaged as a consultant by the four PSGICs;
for advising these companies on improving the -organisational efficiencies and
performance management.”

10.. . In paragraphs 34 and 35 of the Report, the Commlttee had observedl recommended as
follows:- : :

:"General Insurance Corporatron of Indra errted { Gen Re) the !ndran Rernsurer

S "-The Commm‘ee are astomshed to note that the Mmrstry of Frnance (Department of

_ff'f'}.-'FmancraI Senvices) do- not reveal vital information on the market share, premium :

collected; claimed- settled, nature. of workrng of the General Insurance Corporation -

e }  Limited (GIC Re.) except that the Company was first sef up as a holdmg company ofthe -+
- other four PSGICs created after. nationalization of Insurance Secfor in-1972 and then,” -

workmg

.;ob[rgatory_: cessions. As far as posrtren with regard to Profit after Tax earmnings of the

notified as the 'Indian Reinsurer" in 2000 when it ceased fo be the eentrollrng companyof =
the four PSGICs The Committee are informed that while all the four PSGICs havebeen
all. non-lrfe insurance areas including. motor, health, insurance ‘of industrial ~
units, etc., GIC: Re., berng a reinsurance. Company, provrdes rernsurance support fo -
insurance companies on portfolro basis and hence, does not have | regron—wrse breakup of - R
 information, however, _GlC_Re also received 5% of the total premium writfen by way of -

- General Insurance Corporatron of India Limited (GIC. Re) is concerned; the Commrttee Bk
note that the Company maintained their accounts in profit side for all the years from Rs,
2_693 72 crore in 2014-15 fo Rs 1,920.44 crore in 2020-21 with a dec!me in profit in the -
. year 2018-20 ‘Which was Rs. 1293.66 ‘erore, except for the year: 2019-20. when the =

 Company registered a loss of Rs. 359.09 crore. The Committee, therefore, urge the
_Mrmstry of Frnance (Depan‘ment of Frnancra! Sen/rces) to furnrsh detarled rnformatron on i

__'_-;-;workrng, etc of the General lnsurance Corporatron errted (GIC Re)

_'In thrs regard the Commrttee observe that the marn source of busrness fer G!C Re are :

- from the two streams, viz., Obligatory. Cession of 5% by the primary insurers by way of
_..commissions on reinsurance business and the remaining 96% as market business. The
... Committee opine that. the Oblrgatory Cession of 5% by way: of - .commissions . on
. reinsurance business on ‘mandatory basis besides -the regular business of GIC Re,,
- appears fo be on higher side and therefore, needs a re-consideration. The Commities,
- therefore, recommend.to look out for the-possibility to lower down the rate of Obligatory
Cession from present 5% fo 3% as the amount of premium paid by the insurance
companies to GIC Re. for reinsurance suppon‘ to their business would be enough to run

its business model and such reduction in Obligatory Cession would also provrde further

frnancral cushion to the General Insurance Companies.”
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11.

The Ministry of Finance (Department of Fmancral Serwces)/GIC Re in their action taken

reply, have submltted as follows -

L "Detarled rnformatron on rnarket ehare premium coIIectecI cIar'med settled, Profit after

Cl20tEdE

Tax, Clients, nature of working, etc., of the General Insurance Corporation ern‘ed (GIC
Re) is as under:-

GeneraI Insurance Corporatron of Indra (GICRe) -

[ Yer

| St

“Market -

‘Premium
Collected

(Rs inCrs. ) |

CIarms Setﬂed
(Rs rn Crs )***

Prcf" t After Tax
(Rs rn Crs)

1518397

s

2 5372

Zf_':-'.-"18 43581 -

12.899.86|

: _f__-'f-;2 848.39.

3358544 |

2064641

3,127.67

3,233.58

T w0

3373995

50303

T /303586]

.'5.2020-21

__-"'_-_:ji-'36',‘8'53-f75:

— 70145 |

3909 |
1,92044 |

202122

-_"f;** Gross Premrum' '
-"'_*** Incurred CIarms

R i(IRDAI) and GIC Re contrnues Io fqurI thrs oblrgatron wrth utmost respcnsrbrlrty

o f”'As per Sectron 101A of the Insurance Act ‘I 938 the Insurance Companres are requrred
_' o reinsure. wrth the. Indran re-instirers a cen‘arn percentage of insurance business as may
- be specified by the Insurance ‘Regulatory Authority. of India (IRDAI) in consultation with
o the. Rernsurance Advrsory Commrttee (RAC) Wrth the pnor apprcval of the CentraI_
-_.-'Government e EE R PR

S The objectrve of cbIrgatory busrness is to ensure that the maximum pramrum procured by

* the Non-life Insurance Sector in’ the country should be retained within the country .and
" also that the terms of insurance contracts are drawn surtrng the Indran conditions and -

e 'Ihat the cIarms are settIed expedrtrously wrthrn Ihe country
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o declared as a 'Domestic. SystemrcaIIy Imponant Insurer' by the Insurance Regulator _




12,
_ observedl recommended as follows <

At the point of opening up of market (in the year 2000}, the obligatory premium to be

ceded by all the Non-life Insurance Companies both in Public as well as Private Sector

was 20% of their gross domestic business from FY 2000-01 to FY 2006-07. In the year
2006, it was decided that to reduce the obligatory cession to 15% for the year 2007-08
and 10% for the year 2008-09. This percentage confinued fill 2012-13. In the year 2013-

14, the obligatory cession was reduced from 10% to 5% and this percentage had
‘continued fill 2021-22. The oblrgatory cession was further reduced to 4% for FY 2022-

23 L)

~In paragraphs 36, 37 38, 39, 40 41 42 and 43 of the Report the Commlttee had

Declrnmq Performance and Growth of PSGle in lhe North—Eastem Reqron e

._:_G_eneral Insurance Companres vrs—a vrs anate lnsurers :n the North Eastern Regron the "
*Commrttee note_:‘ t_hat the Natronal --'lnsuran_ce Company errted dunng _the fast: three_ff_' B

. crore) and FY 2021-22 (Rs 21 15._‘c_ e - provrsronal) ln case of the ﬁnanCral health of
- United India Insurance Company. Limited in North Eastern States during the last five
- years, the Committee note that the growth in premium collection by the Company inthe -

. “North. Eastern reglon ‘has plummeted parlrcularly, dunng the. Jast three years: from Rs... -

.. 257.10 crore in 2019-20 with 13.15% accretion in comparison fo Rs.. 227.23 crorein

o '_'_3_:__1-'3_.'201 8-19, and Rs. 261 84 crore with growth of only 1.84% in 2020-21 and then, witnessed . S
Lo steep reduction i in the prem:um eollectron from Rs 250 41 r'rore to negatrve growth of_'f

% rn 2021 22

gl The Commrttee are. not satrsf ed wrth the clarms of Onental lndra lnsurance Company:' o

'.'-._-“:?errted that the Company has made a tumaround.in the North Eastem States and

e registered operating. profits during the last two financial years consecutrvely in spite of - .

.stiff_ compeition from the Private Insurers. As per. ‘performance. statement of the -
" Company for the last five years in the North Eastern Region, the Committee note that the

Oriental - India lnsurance ‘Company Limited has registered operanng profits of Rs.

1,022.29 lakh only in. 2020-2021 after suffering heavy operational losses during the
L prewous three financial years were Rs. 11,666.25 lakh in FY 2017-18, Rs. 3,390.74 lakh

~inFY 2018-19 and Rs. 2,348.94 lakh in 2019-20. Thereafter, in the FY 2021-22 also, the

"'-f-operatmg profit of the Company was. nominal to the tune of Rs. 379.40 lakh. The

Committee further note that though. the premrum collected by the Company was almost
similar in amount during all the last five years, the main reason for the decline in the
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operating profit of the Company is its high Incurred Claim Ratio, i.e., nef cIafms settled by
an insurance provider fo the net premium colfected in a financial year along with other .

~reasons which include high rate of Agent/Broker Commrssron and Management

Expenses.

Notwithstanding the fact that the New India Assurance Company Limited is the only

" General Insurance Company accounts of WhtCh have been regrstenng an increase in the
f’premrum collection for the last two financial } years i.e., Rs. 383.80 crore against 7,26,220
S polrcres rssued in 2020- 21 and Rs. 406.85 crore agarnst 7,73 756 policies issued in 2021-
S22 desptte a reductron in staff strength of the Company .in the North. Eastern Regron
. during these years, the Committee are not satisfied with the reply furnished by the New .
- India, Assurance: Company Limited as'if does not specrfrcaIIy provide the information on .
S rts t" nancraI health ws—a-vrs anate Insurers wrth reference fo the North Eastern States o

o n.-'the year 2000 wrth the focus to increase the penetratron and densrty of tnsurance and_.;' o

- -asa resultthereof, the insurance sector has shown constant growth over the years. The -
- Committee also note that during FY-2020-21, Indian general insurance market generated =~
"' premium of Rs. 2,20,772.05 crore with a growth of 11.10% in which, the share of PSGICs =~ - -
Ry j-":-'faccounted for Rs. 75,116.64 crore with a growth of only 4.56% and the market share of

2% Whereas rest of msurance market sha ha

gone to the ana te Insurers

. f_- .'3On the aspect of mcreasrng market share of anate Insure_rs 'ws-a-vrs dwmdlrng share of:': i
o “Public Insurers, the Committee. are informed of the foIIowmg pnmary reasons by the
' '“"*._'-f'.:f:_‘i}Mmrstry of Fmance (Department of Frnancral Servrces) iy o R '

- (r) -__".-Prtvate Insurers have. weII deveIoped T systems weII equrpped for"“. |

S ienhanced performance monrtory and. Innovatrve servrces and products wrth _ _' _
R {better pncrng thereof in companson to PubIIc Insurers SR

S -'--:-Use of advance technology for settlement of smaIIer cIarms
i (i_iD ' Better management of tntermedranes

S B (rv) .Declme of busmess of Publrc Insurers has marnIy been on account of post

' pandemrc rmpact on economrc actrwtres and sharp practices of Private
PIayers : : :

(v) - After rntroductron of Motor Insurance Servrce Provrder (MISP) Gurdetrnes
in 2017, the market share of Private Insurance Companies in auto-tie up
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(vi

segment has increased consrderably with sharp fall in auto-tie business of
Public Insurers.

Consr‘derable decrease in Crop Business due to adverse loss rafio and
lack of re-insurance suppon‘

Wrth regard fo formulatron of a ’Plan fo. overcome. the declrne in the market share and

o ﬁf earnlngs of PSGle Insurance Companres vis-a-Vis the Private lnsurers the Committee N
are appnsed of the followrng remedral measures berng taken/rnrtrated by these PSGle -

(i 'f _;Proper prrcrng/re-prrcrng_-of:. Products and desrgnrng and launchrng of new - - |
e _ﬁf'z_-:“:_.rnnovatrve products/new add on covers based on customer requlrements AR

i _'_fj’--_”_'lncreasmg focus on’ drgrtal platforms/Portals/Mobrle Apps and onlme_* S
::-':.i-.f-:facrlrtatron for. customers. including -enhancing range of retail products ino
~_their Portal, .online payments online. quote/buy/lssue of polrcres onlrne', ik
claim _settlements etc | S D

: "eedrng out loss-maklng busrness

: Prompt & expedrtrous settlement of 'Clarms partrcularly usrng technology for -
G "faster settlement ofsrnall clarms s S L

'lncreasrng employment of multrplew drstnbutron ”channels for': busrness_'-'_'::f_:f

S :growth

. '"'_:Q:'.'E:-TjFocusrng on usrng 50% of man power of operatmg oft' ces dedrcated._- "

o o owards busrness development

. _-'::;'-lvl_'lf

 (vil

Expandrng Banc assurance tre ups for rncreasrng retarl premrum .

Specral Sales drrve for select products in drfferent lrne of busmess

_Extensrve revampmg of Health Retarls products such as Family Medlcare

——

" and Individual Health polrcy, which forms the largest segment of the Health
- ﬂlnsurance with rncorporatlon of attractrve features o

. geographical risk profile. .

Zone-wise - premium . for retail . health products commensurate with
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(xi)  Group Insurance Policies catering to the needs of small groups of workers,

- such as employees of MSMEs and new Startups.

~ (xii) ~ Add on Cover for non-medical expenses specific to COV!D-tQ treatment,
~COVID-19 Top Up covers and Vaccination covers in group policies.

(xiii)  Separate Portal Platform and Mobile. Apps for Customers, Agents, other
' Intermediaries such as Brokers, Financiers and Motor lnsurance Service
g Prowders (MtSPs)/DeaIers and Surveyors

o (xiv) lntegratron wrth portats of Web aggregators and Insure tech frrms for New o |

B _‘.___.andRenewalbusrness

Onlrne Gnevances regrstratron and status update

(xvi _3:.'-_'5':'_Sooral Medra Presence ( Twrtter F809b00k aﬂd You Tube) rnfor matron on

| new 'products latest Company updates polrc “-and_clarms servrcmg

0 '”'”'-';f’f_'Chatbot (i Unr Help)'for assrstrng oustomers'wrth KYC_updatron ”rnformatron..:*_ir o

cator FAQs .

':__I;_-SMS/eMarI alerts mtrmatron through 24x call centers

i database for real trme vahdatron of vehrcte detarls

polrcy documents and for venfroatron of RC detarls

S .-‘_(xx_i)_ 'Onlrne oustomer feedback forms on polrcy and olarms servrcrng ( inks sent

o -through SMS)

o {xxii) Overseas Travel Insuranoe _Clarms servrcrng 699”0.\/ contact detlls

B :j_-zavarlable in the websrte

el (xxr'ir) _Eleotronrc prooessrng of Health clarms by TPA ( Thrrd Pan‘y Authonsatron)
L -'_-based on scanned documents' wrth TAT ( Turnaround Time) of two hours
~for pre—authonzatron approval and TAT (i Turnaround Trme) of two hours for

final drscharge approval for COVID cases.
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- on Policy : status Clarms status- Off ce_ locator, TPA, Hospital 'and Garage._z_';: Lt




(xxiv) Raising the goodwill of the Company by reqularly interacting with. the
Clients by responding to their concerns and following up with feedbacks.

(xxv) Adopting the 'Go-to- Market" approach where .attea'st 50% manpower of
Operatrng Offices to be dedicated to Business Development roles.

. (xxvr) Desrgmng attraotrve rnoentrve schemes for Agents/POSPs/lnsuranoe
' lntermedrarres fo attract prof" table and good busrness

— :_:; _J(xvrr) Better management of rntermedranes

B ln the oontext of complex oftrcral formatrtres that are requrred to be fulf:lled by the pubhc: ;

i while applymg for polrcres and settlement of olarms in case of PSGICs vis-a-vis the .~
Sk Private Instrers which appear: to.be the. primary reason for the. gradual decline in-the =~
-+ business activities of these PSGle the. Committee take note of the fact that a customer
. who wishes to fake an insurance. policy fils up a Proposal-Form, thereby, giving the =
- details of the subject matter of insurance which is a regulatory requrrement and common -

o all Insurance Compames The Commrttee also note that the Proposat Form, once filed =~

up and submrtted by the insuring person, ‘the. undenrvntten i.., Insurance Company

" _determines the coverage and the pohoy is issued in real time. The Commrttee are. though G
- satisfied with the submissions made in this regard however, they would fike to ugethe
o -'Mrnrstry of Finance (Department of Financial Servrces)/PSGle to take all the. neoessary’ R R
. steps towards further srmpln'roatron of the existing. cumbersome procedure of applying for
" policies and for settlem_ent of claims, “particularly where. pohores are berng rssued in -

L -._.i_'_;_'itradrtrona!/ manual -method___ in the rnterest of pohcyholders

L The Commrttee are_happy to note that these Government owned Generat lnsurance'
_-j'--:.i--_:ﬁCompanres are well aware their shortcommgs fo oompete with-the. private players and. -
therefore; have taken specrt" ic. steps to revamp | their i insurance; business: specificallyinthe .

- area of marketrng strategy, risk management onlme core solufions in offices by adoptrng

- fast growing -new. information and communication technology (ICT) for providing . quick -
response to new requests, renewals premium collections and hassle free seftlement of -~

claims as well as facilities of online payment and provision of user friendly web-portals at
~gach levels, viz., customer, agent, intermediaries/brokers, efc. However, the Committee,
at the same time, cannot ignore the fact that after openrng up. of the insurance sector fo
both prrvate and foreign players in the year 2000, the business of these PSGICs

_ _Esubstanhally got affected and. they. have fo struggle to re- garn/retarn the territory which
- was once theirs. The Committee are not convince with.the contention of PSGIC that
. decline in their business has - marnly been-on account -of post pandemic impact on
eoonomrc activities rnctudrng the smart - business practrces being adopted and
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implemented by the Private Players, and would like fo candidly express that the impact of
‘the Covid-19 pandemic has put its impact on economic activities of all businesses
~including Private Insurers as well and not only to the Government owned General
\Insurance Companies. While porntrng out the lack of professionalism, strategy for
impending changing business scenario with the entry of Private Players and the spirit of
 healthy competitiveness in the Government owned Insurance Companies, the Committee
* feel that had these PSGICs anticipated these challenges beforehand they could have,
~somehow, been capable to maintain their market share and trust with better managerial
- strategies. The Committee are of the firm opinion that the sfeps already initiated or
" proposed to be taken by these PSGICs should not be remain on paper and should be
- 'implemented in totalrty and the present system of control and supervision of the PSGICs .
..+ needs fo be further strengthened for regular and effective monitoring. The Committee,
- therefore, recommend that the Mrnrstry of Finance (Department of Financial Servrces) fo
o explore the feasibility to appoint a Group of Experts to conduct a. thorough study. the
e -,':f-*_'-.'-._"ﬁfchallenges/weaknesses berng faced by | these PSGICs vis-a-vis. Pm/ate Insurers, and fo
" suggest remedial measures for strategic transformation as well as for. ensuring better.
. supervision and control of these Government owned General lnsurance Companres o

thelr action taken repty,- have submatted as tollows SE

"Premrum recerved and polrcy rssued data of NIACL v":: rers i
reference to North Eastern States is as under--- JE e i T

Premrum (m Rs crore) -_ﬁ'f':' o Pohcy _____
ST -'*--*;;2021 22 202021 202122 2ozozu 1o
- NIACL. - W2227 39659  |748786 741094 | .

' Pvt lnsurers 1978 92 1782_._2_4 - 32757983426360

i ;' lRDAl lRDAl the sector regulator has formulated IRDAI (Protectron of Polrcyholders
S '-lnterests) Regulatrons 2017, which clearly strpulates provisions for the protection of
_.. . policyholders. The same is equally applicable and common to both of Private or Public
" sector insurance companies. However, their rnternal operatrons and guidelines with

- '_respect fo settlement of olarms and undenrvntrng of rnsurance proposa s may differ from
'oompany to company SRR S

Further, steps taken by the PSGle on srmpln‘" catron of the exrstrng procedure of
-applyrng for polrores and for settlement of clarms rn the rnterest of policyholders are as

under-
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NICL.: In this regard, NICL has informed as under'-

o .. Many products are identified under Standard. Insurance Products  category
products which are basically off the shelf product and do not requrre any manual
intervention. . _ . _

- ..o - _'All Polrcres are rssued through enterpnse level core solutron software drspensrng

:'_offwrth the manual method ofpolrcyrssuanoe

ko o ., | Dedlcated a call centre has been created in order to handle all quenes from the o

Ey ]__'_-.polrcres rssued drgrtally and in tradrtronal/manual method

R polrcy holders wrth regard to pol:cy and clarm settlement

. | More stress rs belng grven for cash less settlement of clarms

_ _'.'_;Products and knowledge of Customer and to rncrease servrce standards

i :ff:_.ﬁ “:NIACL Proposal Forms aca mandatoly requrrement as per lRDAl regulatrons but we': e
. have digitized the proposal forms in all fine of business. All pollcres sold. through on lme R
e -jcustomer portal orrntermedlary portal e

_:' ve_srmplrf ed drgrtal proposal forms

. Every effort is made fo srmplrfy the proposal forms and srmplrfy-the processffor obtarnrng._ i :
o the polrcres for rotarl clrents | o - S

s Further NlACL has rnrtrated the followrng procedure for settlement Of clarms rntrmated on.-ﬁ

s 'd '_ 8 f'Prowde clear rnformatron to polrcyholders about'the clarm process rncludrng what
" documentation is needed and. the tlmelrne for the process el G

o '.'Srmplrt’ fed. documentatron
o Useof Technology _ : SRR TE S
o . Streamline communrcatron - clear communrcatron channels to keep clarmants -

informed about the status of the clarm

o o Set clear timelines for processing and settlement of clarms Thrs wrll enable th_e

- claimants an idea as to when the claim will be seftled and wrthrn what period,
o | 'lmprove tralnrng, thrs wrll reduce any errors or delay in processrng clarms '

: _OIICL ln thls regard OIICL has rntormed as under— e .
o The (:ompany has rmplemented Slmplrf iod pre—undenuntten polrcres and app-

based cfaims seftlement procedures in the interest of policyholders.
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Standard Insurance Products have been introduced.
 Policies can be taken from Company’s website
* - Facility to take policy through dedicated WhatsApp number has been infroduced
" Dedicated a call centre to handle all queries from the polrcy holders wrth regard to
*"policy and claim sefflement is in place,
~Focus on cash less settlement of claims. _
*Incentives are berng given to agents fo focus on retar! busrness o
o f_ﬁDedrcated marketrng feams have been sef. up R
. Claim manual approved by Board has been in place
" Registration of claims can be done on Compan ys websrte
f‘;‘_*_}:"j-'Dedrcate off' ces to handle ctarm settlements

....:_o o0 o

000000

e UIICL Proposal Forms are a mandatory requrrement as per IRDAI regulatrons but we i
R -have drgrtrzed the: Proposat Forms.in Health fine of business. All polrcres sold. through e
'__'3onlrne customer portal or rntermedrary portal (Whrch constrtute 53% of our pohcres and
_;':5-18% of our: premrum for the Financial Year 2021 -22) are havrng srmplrt' fed drgrtal proposal S
forms. Every effort is- made to simplify. the proposa 'forms and srmptrty the process for i

__ jbtarnrng the polrcres for retart clrents

'..i.._I::'.':'._.:General Insurance Publrc Sector Assocratron“( GIPSA) has stated that PSGICS are We”
- aware of the challenges from - private insurance players and in order fo face the =
' lﬁ'competrtron and rmprovrng_ services to the policyholders, various measures have been i

'f.-*_:'performancemanagement" SR

14 ln paragraphs 4 and 45 ot the Report the Committee had observedl recommended as o

_ | "Drsoosal of Complarnts recerved bv PSGle in North Eastern Reoron R D

'}_'As regards the complarnts reported comptarnts attended to and complarnts pending in
. these Insurance Companies during the year 2021-22 in the North Eastern Stafes, the

. - Committee are satisfied to note that all the 25, 58 and 20 complarnts received by the -

I National Insurance Company Limited, the Oriental India Insurance Company Limited,
" and the New Indra Assurance Company Limited respsctively were resolved without any
pendency, whereas, -out of 20 complaints received by the United India Insurance
Company -Limited, 19 complarnts were got resolved with only 1 pendency and, no
complaint was received in case of GIC Re. during 2021-22 inthe North Eastern States.
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15

: Pol:cyholders Interests Regulatrons (PPI Regutatrons) Regutatron No '5' ot the PPI
_ - Regulations specifies that the insurers should have Board. approved polrcy for protectron SR
S ':-f__of mterests of polrcy holders and atl the servrce parameters and turnaround tfmes tor: S

The Committee, however, opine that a robust and transparent grievance redressal

- mechanism, within an Organisation, is the barometer of its effi iciency and performance as
~ well as reflects the aftifude of Organisation towards its customers.. The Committee,

therefore, recommend that there should be a dedicated Grievance Redressal Mechanism
at the level of each PSGIC under which, the details of complaints reported, complaints
attended fo, and complamts pendrng in these Insurance Companies are invariably being
updated on Company's website on real time basrs for the sake of transparency and
aocountabrlrty The Commrttee further urge. the Mrnrstry of Finance. (Department .of

‘Financial Serwces) to encourage all the PSGICs to take necessary steps to set up the = . |
. _-'reqursrte dedroated Gnevance Redressal Mechanrsm wrthm therr Organrsatron T

.:.';The Mlmstry of Flnance (Department of Fmanctat Serwces)/lRDAt/PSlGCs m thelr actlon_:_-_i :

L As per. Corporate Governance Gurdelmes 201 6 tnsurance Compan:es shatl a!so have a SR
Bt _fl:mandatory Board Sub-oommrttee viz, Polrcyholders Proteotron Committee which shatl__‘_._? S

L have fo meet at Ieast ona quarterly basrs fo review the. outstandrng claims, repudratron of

e i_-_-;clarm complamts on mis- setlmg and vanous other serwce parameters wrth suggestrons'
= Zﬁf':;_'on necessary rmprovements Lo S L

o In thrs regard alt the four PSGICs have cont"rmed that they have a tull-ﬂedged rnterna[ B |
" Grievance Redressal Mechanism in place. These Companies facilitate registration and -
* status update of onling complaints for its custom_e_rs through dedrcated gnevance pon‘al o

whrch is mtegrated wrth IRDAI S Brma Bharosa

'PSGICs also attend to and resolve the grrevances regrstered in Central:zed Publrc

- Grrevanoe Redressal and Monrtonng System ( CPGRAMS) Portat

_.:"'Further to above the Grrevance Redressat Cell in the Polrcyholders Protectron &
e .._:'Gnevance Redressal Department of the IRDAI Iooks into comptamts/gnevanoes from
. policyholders. Thrs Celt takes up the . gnevanoes wrth the respectrve insurers for

o 'redressal
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Policyholders who have complaints against insurers are required to first approach the

_ Complarnts/Grrevance Redressal Cell of the insurer concerned. If they do not receive a

~_response from the insurer within a reasonable period of time or are dissatisfied with the

. response of the company, they may approach the Grievance Redressal Cell in the
"'Polrcyholders Protectron & Grievance Redressal Department of the IRDAI.

o addrtron to above mentroned Gnevance Redressal mechanrsm of PSGICs and IRDAI,
L -’-flnsurance Ombudsman, an alternate Grievance Redressal platform, has been setup by
" the Central Government with an aim to resolve grievances. of aggrieved policyholders
. against insurance companres and their intermediaries or insurance. brokers in a speedy

' and costeffective: manner. The Offices of ‘Insurance Ombudsman are under the =

' constituted under the Insurance Ombudsman Rules 2017 The object of these Rules is -
" 1o resolve complaints of all personal lines of insurance, group insurance policies, policies "~
B :”f:__;rssued fo sole: propnetorshrp and micro enterprrses on the part of lnsurance companres'_- :
- and their agents and rntermedranes ina cost effectrve and rmpartral manner."

_'dmrnrstratrve control of Councd for Insurance Ombudsmen { C!O) whrch has been'.

16 {.':';'_I_:jin'_-paragraphs 46 and 47 of the Report the Commlttee had observedl recommended asi' 'f s

. 'Cases regaﬁfrnd Frauds and Bookr_g of Fake Insurance Premrum in North' Eastern "
_.,".f.Regto e | L IR R

- '--*:The Commrttee take note of the fact that not a srng!e case: of fraud by way of bookrng_”'-..'_'-

fake insurance premium. without actual recerpt of premium. from the insured.personsin - -

*North Eastern States has occurred in all these four PSGICs, viz., the National Insurance

e -::;_-Company ernrted ‘the- Unrted lndra Insurance- Company errted the Oriental ‘India
-~ Insurance Company - Limited, and the General Insurance Corporatron of India Limited
.= during the last three years. Although 'no case of fraud has been noticed in the New India -
“Assurance. Company Limited during 201 9-20, the Commrttee note that three cases have
SR '__:come to the knowledge of the Company durrng 2021 22 Wlﬂ’l the followrng status-

Fake Polrcres 2 cases are reported ( Tezpur DO 531 100) No premrum collected and no
’_f-_-..polrcy in the systern and FIR f’led R .

i .Agent Fraud Agent AG00036318 (Br 530101 9) Itanagar BO) has issued fake policies.
Portal Blocked and Agent no Ionger attached to the Branch. No premium deposrted for

the Potrcy . _ .
The Commrttee are unhappy fo note that whrle furnrshmg the re[evant facts to them, the
" Ministry ‘of ‘Finance (Depan.‘ment of Financial Servrces) has not shared the complete
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details of these cases. The Committee have also not been able to gather as to whether

 the New India Assurance Company has initiated any legal action in the fraud case
agarnst the Agent AG00036318 (Br. 5301019) ltanagar BO) for issuing fake policies
though an FIR has been filed in the case of Tezpur DO 531100, The action taken by the -
Company by way of blockrng the portal of Agent and drsassocratrng him from the Branch
concerned does not amount to proportional punitive action as the misconduct on part of

.. the.delinquent Agent is not less than the ‘Breach of Trust. The Committee, therefore,
T -_3___strongly urge the Ministry of Fmance (Department of Frnancral Servrces) fo. direct the
.- New India Assurance Company. Limited fo take legal actron agarnst the delrnquent Agent
. underthe relevant Rules/Guidelines, etc., with a view fo ensuring non-recurrence of such
o misconduct by other Agents. The Commrttee further recommend the Ministry of Finance.

':'-':..-?3"'.f_:f'-}(Department of Financial Services) to issue directions to all PSGICs for taking strict -~

unitive actron on’ the cases of trauds and: corrupt -.practrces whenever and wherever-f'

The:Mlnrstry_- ot;Fmance (Department of Fmancnal .Servrces)llRDAllN!ACL m thelr actlon
taken reply, have submitted as follows- = _ SRR P R I

';' g .IRDAl has rssued .Insurance Fraud Monrtorrng Framework for Insurers vrde Crrcular No
. IRDA/SDD/Misc/CIR/009/01/2013 dated 215 January, 2013, stipulating measures to be -
-~ faken upto address and manage risks emanating from fraud. The framework strpulates_

all ] Insurers to have in place an Antr-Fraud Polrcy, duly apprcved and revrewed on annual.: : :'_.j
j’r'.-.;._'_-'-;_-_basrs bytherrrespectrve Boards T R S S R SUI S

L . f’f The complete detarls and status ot’ thre__e cases of frauds and corrUPt practrces that have il
i _’_j'i_'come fo the knowledge of NlACL durrng --the. year 2020 21 are as under A

S Detarls

Fmamal — mcf dents
o Year o . el
i 202021 S B 2 Cases in. Tezpur —. These are fake

SR [1 Fake Polrcres 2 cases f polrcres issued by using. pdf converter.
o lare. reported (Tezpur DO Someone  had -approached the ‘Senior
| 531100). - - premium .Branch Manager in Tezpur for renewal of
| collected in cwiss system these policies. When these policies werd
| and no polrcy rn the system checked in the system, if was found thaf
= _and FIR t"led Lo _;-such polrores -have never been issued in
. |oursystem. FIR has been. frled in thig
case. S

2. Agent. Fraud -. Agent 1. case of Agent at Jtanagar BO - FIR
AGOOO3631 8 (Br 530101 9) was filed and investigation by the police
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ltanagar BO) has issued was in process. The agent expired and
fake policies. Portal Blocked the case was closed by the police.

and “agent no longer | B
atached to the Branch. No
premium deposited for the
Policy.] -

L Investrgatron rsrn process
oz | NI F

Iy all three cases, FIRs wers filed by the NIAGL. In 2 cases of Tezpur the matter is.

Itanagar, FIR was. filed by NIACL and investigation. by the pohce was rn process The e
:.':_agent exprred and the oase was ctosed bythe pohce o e I

F Fo!low:ng actrons are taken by NIACL rn cases ot frauds and corrupt practrces il o

Q(_Dnce a' é.fraud is detected NIACL’_ conducts a thorough mvestrgatron 'to'. gather‘._r_"_ 7
evidence and determine the extent of Fraud. - ; e '
{ _s:'repon‘ed fo the Risk Management Commrttee and IRDAI

iunder junsdrctron of Police and rnveshgatron by the police is in progress In case of o

A Committee of General Managers has been formed, where' the: ﬂndrngs of the ;' S

. Investigation are. placed to decide whether to deny the claim, cancel the policy, _'
:punrtrve actron agarnst the fraudster or: pursue Iegal action agarnst the fraudster, -

- This decision is typically based on the seventy of the traud and. the cornpanys' [
policy on fraud prevention and detection. - .- s £
NIACL has rnrtrated the process to enhance n.‘s nsk rnanagement; process and L
" internal controls. - | TR
o Z-Fraud detectron tools are berng perused to enab!e detectron of fraud ot
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Observationisecommendations

" Re-visiting the ‘Merger Proposal’ of Pubhc Sector General Insurance Companres

(PSGICs)

18. The Committee, after meticulously examining the representation of Shri R. Marak
regardmg the need for regulating the workmg of Government owned General Insurance |

Companres especlally, m Meghalaya in Ilght of the commentslrephes furnrshed by the

_:_'M[n:stry of Fmance (Department of F:nanclal Servrces)INatlonal Insurance Company .

lelted (NICL), New Indla Assurance Company lelted (NlACL), Onental lndra Insurance_;__-:..'; =

-."_'::-'Company erlted (OllCL), Un|ted Indla Insurance Company leltecl (UllCL) and General

':flnsurance Corporahon of lndla l.lmlted (GIC), had hlghllghted the sngmhcance of these_"

o jf'.Government owned lnsurance Compames wh:ch have earned the trust of pubhc and are :

: i'.rf-f;stall recogmzed for thelr efﬂclency and transparent functlonmg, durmg thelr decades-long i

R -_journey of performance Howeve" | _he Commrttee, in thl'

onnectlon had also observed

5 that all the four General lnsurance -Companles(Gle' "wz’ NICL, :NlAC , OllcL and UIlCLf';.:';_: 3

_ -_',_i.fare domg busmess by selhng slmllar types of msurance products an as'a result of sucha_-_f_?_‘-;- AT

E_overlappmg*’ "f: srm;lar msurance products these Government owne

:., :____ICs' are not only:j'. o

' '_:.__eatlng up each other s market share whlch |s already vulnerable to '.p ___vate players of the_':.

H‘llnsurance sector bUE also they may resort to mappropnate practlces, wz undercuttmg':' P

-.premlums to mamtam thelr prohtabllrty The Commlttee had therefore urged the llllmlstry o

of F;nance (Department of Fmanclal Servlces) to re-v1sst their earlrer proposal of mergmg ) ; :

all. the four Publlc Sector General lnsurance Compames (PSGICs), wz NlCL NlACL
OIICL and UlICL mto one entlty whnch would greatly reduce the management expenses L '

and also provide cushlon to thelr combined Solvency Ratro

19. In response to the above recommendatlon of the Commlttee the Ministry of

" Finance (Department of Financial Services)/PSGICs, in thelr action taken reply, have |

submitted that the Finance Minister, in the Budget Speech of the year 2018-19, had
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~ though announced the Government's intent to-merge the three Public Sector General
Insurance Companies, viz,, National Insurance Company Limited, United India Insurance
compaﬁy Limited and Oriental Insurance Company Limited; in July, 2020, it was however
'declded not to proceed with merger but to focus on their profrtable growth and hence
the Government declded to mfuse caprtat in these three PSGICs L B

20 In the opmron of the Commlttee Insurance Sector, bemg one of the Strategrc

3:Sectors where hare minrmum presence ot the Publrc Sector Enterprrses has been_

".;-r.'_enwsroned and the remammg are to be pnvatrzed or merged wrth the other CPSEs or

'”“e?f'CIosed as envrsaged under the Government's Pohcy Of Strateglc Drsinvestment 5h°”!d5

. '3._'_fattract more serrous attentron of the Government towards the Sector s reforms growth 1

'3 ':"-'!-':'3'and consolrdatron However smce the Government has now det:rded not to proceed wrth'___;::__'- '

: :'f-_:fmerger but to focus or herr profrtable growth and also to infuse caprtal m these three -

3 3_'.3;3'-:--':5PSGle, the Commrttee futly support the overall strategy of the Government However _-: L

fhfthe Commxttee would Irke to urge the Government to ensure that these Companles are.__':'?_:_"'_' |

'rth the Prrvate Companles'_"_'

'- ':__f-f;-jwould only be possrbte lf the Management of these Compan:es are grven the desrred Ievet'__,:. i

'-_*:f'fof autonemy in therr day-to-day functromng The Commlttee would Irke to be apprrsed of

| -'-V'f_-'the steps proposed to be taken in thrs dlrectron

rmfwnq mef'sm an'd isem-',_,g com'pénviwrse er:qet‘s' for -correeﬁon epre;n'.-um' i

21 The Comm:ttee whrte acknowtedgmg the fact that the four PSGICs vrz N[CL UIICL :

o OiICL and NtACL hold a major chunk of market share of 34 05% of lnsurance Sector had

..~_hovvever expressed their concerns over the decllnmg market share partrcularly of three_
_ PSGICs, namely, NtCL UIICL and OIICL The Commrttee had therefore urged the Mmrstry
of Fmance (Department of Frnancral Servrces) to. encourage all the four PSGICs vrz
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be confined to higher classes of urban areas, to the un-insured rural areas and urban
poor by designing innovative and diversified insurance products which are suitable to
| the needs of the rural and poor .people. The Committee had further urged the Ministry of
Finance (Dep_art__ment of Financial Services) that in order to increase the penetration and

‘density of insurance coverage to the remotest areas, -all these four PSGICs should take

into account the regronalldemographlcai conslderatrons such as social and economic

-'drsparrtres and mequahtres etc part;cularly in the North Eastern regron of the country

22 Dunng the course of exam:nation of the representatron of Shrr R Marak the

" '_:}f'Commlttee had observe

that the Mmrstry of Frnance (Department of Frnanc;al___-'."_'_i"_:-Q'.;_'_-': -

_Serwces)IPSGle had not provrded comprehenswe data on the percentage:o____'market-_: %

 share, premru n

collected and clarms settled m respect to the Natronal Insurance’_::__"’.__j;:-ff .

__'.'.E_Company Limrted the Unrted Indra Insurance Company lerted and the New lndra.f-._.":_f-:_ |

_:.rAssurance Company ermted vrs-a-vrs anate lnsurers in the North Eastern State "‘Thej: 5.

'.-.__Commlttee had therefore urged the Mrmstry of Flnance (Department of Flnancralzl;-_.:__'_”-7

____:_-f___-_Sennces)IPSGICs to comprle and furnlsh a comprehenswe and specrfrc data on marketﬂf'ﬁ_{:'__E o

:_share pohcres 1ssued premrum collected clalm(s) settled along wrth the amount thereof.f:._'___'._:::.ﬁ'-*'

thereof on total market share of these PSGICs vrs-a-vrs Prrvate Insurers m the country.':--_ i

specrfrcally tor the North Eastern Regron as on 31 March 2022 RN

23.__. In addstron to the above the Commrttee, whrle hrghllghtmg the need for settrng__ :

targets for PSGICs m terms of the number of insurance pohcres sold under general and

non- Irfe health rnsurance schemes had urged the Mlnrstry of Finance (Department of
Frnanc|al Servrces)lPSGICs to set Company-wrse ambrtlous premlum mcome growth
targets which should be based on gross premrum, re a sum totaI of new busrness and
renewal premrum of the Company, taklng rnto consrderatron the past performance of .
these PSGICs their distribution network and their current premrum ‘base by expandrng
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their activities to rural and remote areas. The Committee had also recommend_ed that the
procedure for settlement of claims shouid be simplified further and claims should be-
seftled wrthm a st|pulated perlod of time to avoid undue harassment and hardshrps to the

clarmants

'_24 ln response to- the above recommendatrons of the Commlttee, the Mmrstry of
_-_--Fmance (Department of Flnancral Senﬂces)lPSGICs rn the|r actron taken replres have .

| ﬂ-'.fsubmrtted that the Government has taken vanous lmtlatwes to support the growth of the_ '

-:':'_”msurance sector and enhance lnsurance coverage especrally for the under served and

:fun served populahon of the country, through lts flagshrp socral securrty rnsurancef._'-._:ﬁ'

_"_'-:'_-Schemes namely, the Pradhan Mantrr Jeevan Jyotl Brma Yo;ana (PMJJBY) covenng_i:

'_ 'f'.'_'approx1mately 16 19 crore llves and the Pradhan Mantrl Suraksha Brma Yo;ana (PMSBY) ._ _

: :-:'__-:._'coverrng _apprommately 34, 18 C

'rore llves for llfe and accrdent respectlvely, as on:"-f_

:202; | "It ha ""'been further submrtted that rn order to bndge the gap |n msurancef;; g

3.?5’31_'protectron and coverage and m fulfrlment of the Prlme thster s vrsron to lnsure' every '- -

..f-'.-:::fellgrble crtlzen of the countf‘.v, efforts are made to saturate the coverage of the e“Q'b’e-.’..":_
::f ::_3§3:’populatlon under PMJJBY& PMSBY m a mrssron mode In thts context the Mmrstry of{":_‘f'
::' 'meance (Department of Fmancral Servrces)IPSGICs have also submrtted that the

:'f ;lnsurance Regulatory and Development Authorlty of Indla (IRDAI) |s also brrngmg :n'-_:'e'

“'-__'-'reforms to create a new regulatory archrtecture to promote ‘lnsurance for AII’ by 2047 o

':'whlch envrsrons a prosperous and mclusrve indra WIth unlversal msurance coverage For ‘
. achlevrng the sard ob]ectrve IRDAI has envrsaged 'State lnsurance Plan’ to accelerate the_
process of rmplementaﬂon and last-mrle dehvery of rnsurance servlces to the umnsured
populatlon of all the States IRDAI has mrtrated thls Plan to take the General lnsurance
lndustry to achieve mrlestone premlum of Ten Lakh Crore. by 2027. In this connection, the,
Commrttee have been further mformed that the potentlal of lnsurance Sector was bemg

hlghlrghted and dellberated durmg varrous 1nteractlons wrth the Industry and consldermg
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the past performances and other factors, the growth potentral of the PSGICs was
rdentlfred as 25% for 2022 23 to 2026 -27.

25.  As regards the current combined market share of the Public Insurers vis-a-vis
Private Insurers in North Eastern States of the country, the Ministry of Finance
(Department of F;nancraf Servrces)lPSGle their. actron taken rephes have |nformed that

.-::the same was 46 19% as compared to 53 81% of the Pr|vate lnsurers as on 31 12 2021 It R

_._;has been further lnformed that the number of pollcres rssued by the PSGICs m the North‘_f L

,_;“-_Eastern Reglon was 18 06 302 the total amount of premrum collected was Rs 1 135 97-'_

, j_"'.'.'crore and the total number and amount of clarms settled was 42 789 and Rs 612 25 crore s -

\.:._-'__:.__respectrvely : :

On settlement of lnsurance clarms the Mrmstry of Fmance 5:(Department'of._’:-:_:-__'.'__"f.'f:f" :

_;_'_l_."_.Fmanclal Servrces)lPSGle, thelr actron taken repfles have referred to the provrsmn(s):f*'

___':f"3__under fRDAl (Protectlon of Pollcy Holder s lnterests) Regulatrons 2017 (PPI Regulataons) |

:. --_f;_whrch shpulates the trmelrne for clalm processmg and makrng payments by the Authorrty;

'_.concerned Regulatlon No 5 of the PPl Regulations specrf;es that the Insurers should e

.'-__:.__{have Board approved polrcy for protectron of rnterests of polrcy holders and all the_'.*__.'_:'f

_'?servrce parameters and turnaround tlmes for varrous servrces should be dlsplayed in . f_f_i. o

_:;_'-_thelr websrte The Mmrstry, rn thrs regard have stated that the settlement of clarms 1s_’.j._;'_ :

. 'based on the terms and condrtrons of the pohcses rssued and Turn Around Tlmes (TATs) B,

..for clarm settlements are governed by PPf Regulations It has been further stated that as

per: the IRDAI Annual Report 2021 -22, Clalm Settlement Ratro in. respect of four PSGICs s
95 3% as compared to 91 4% of Prrvate tnsurers durmg the year 2021-=22 | o
27. . The Commrttee acknowledge and welcome the mgmfrcant role of the PSGle in
terms of therr geographrcal reach through Government sponsored flagshrp Insurance
Programmes/ Schemes such as PMJJBY and PMSBY whlch is makmg Government's
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- :_ '-:should set Company-wrse ambltrous premlum lncome growth targets based on gross_

presence visible at the door steps Although, such Schemes may not be commerclally viable

. given their huge soclal orlentatrons these require exclusive momtoring as these cater to the

social security needs of all sections of the society, thereby fuifilling social obligations of the
State especially at the times of distress. The Committee, therefore, urge the I\ftinistry of
Fmance (Department of Fmancral Ser\rlces) to encourage alt the four PSGICs, viz, NiCL

. UlicL, OICL. and NtACL to focus on their. area of business operatton to the remotest of
: ;';areas targetmg the un msured populatlon W|th boosttng lnnovatlon and dlstnbutton_
Zefflclencles and_offenng them the dnrersrfled msurance products sultable to therr-
'::_j_"::f;requ meats " "::'omg so, the PSGICs sh_ould take mto account ;_:'the__ reglonall

recommendatron that the Mlmstry of Flnance (Department of Fmancnal Servrces)lPSGle -

premium,.re a sum total of new busmess and renewal premlum takmg mto
, .,_";conSIderation the past performance of the PSGICs thetr dlstnbutlon network and therr . |
_“_.:current premrum base by expandlng thelr actnnttes to rural and remote areas The
” Commlttee woutd also hke the Mlmstry of Fmance (Department of Fmanclal Ser\nces) to
_' :ask the PSGICs to complle and prov:de a comprehenswe and SpeCIfIc mdnnduat
.:Company wrse and collectwe data on thelr market share polrcres |ssued premlum
_:'_collected clalm settled atong w:th the amount thereof and also a comparatwe statement

| vis-a-vis Prrvate lnsurers in the country and speclflcatly for the North Eastern Regton as

on 31 March 2023 The Commrttee would like to be appﬂsed of the necessary steps
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propo'sed to be taken on all the above aspects. Further, the Committee desire that all the
relevant- info_r_mationldata as mentioned above be .s_ha_r__ed ~with them for their

consideration.

.Inltr'a_t_r'_ves for doublr_’nq.business_ volume and reducr'ng ope_rating_cost B

The Commrttee whrle suggestrng for a comprehenswe turnaround plan to get back. s

'.Ethe fmancral posrtron of all the loss makrng PSGle on track envrsaglng a progressrve .

3 'r|se :n the subscrrbers an mcrease m revenues and srmultaneously, a gradua_l .-r”ductlon

:'_::ﬁ.:'_::f'operatmg cost. vvrth.:“a vrew to rmprovmg and strengthemng regulatlon _super\ns:o and

rlsk management m these PSGle

In ::'hrs context the Commrttee "-_'.ihad further__-’__;_-:;:f_'_f: "

| '"‘:-:”-f"recommended the Mmrstry of Frnance (Department of Frnanmal Ser\rlces)IPSGle to takef*'.f_;_j_:-'-

'zapproprrate steps to brlng about a change m the busmess beha\nour of these PSGle to :

':__'j_'keep pace wrth*'and adapt to the changrng needs of the pohcyholders to enhance the'_::_-'.'_-:-':._ L

'_‘:_:-'-market as W

f:_"Companres '_ : o | 1

30 In pursuance of the above recommendatrons of the Commrttee the Mrnrstry of

_ell as proflt share of these Government owned General lnsurance"'__.'-'; : _

Frnance (Department of Fmancra[ Servrces)IPSGle m therr actron taken replles have_ -

'subm|tted that the Publrc Sector General lnsurance Companles have taken vanous
| _measures to reduce the|r expenses rmprove therr underwntmg practlces, dlvers|fy their_
| product portfollo and ratlonahsatron of offrces etc leverage technology to enhance_ ‘
customer servrce and satrsfactron It has further been submrtted that Mls Ernst & Young_ R
LLP has been engaged as a Consultant by the four PSGICs for advrsmg these companres

on rmprovr ng the orgamsatronal effrcrenc|es and performance management
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L '_gunderwrrtmg losses and Iower net losses |n the tlmes to come

31. The Committee note that the Mini'stry. of Finance (Department of Financial

Services)/PSGICs have not provided the specific details of measuresfinitiatives being

| taken by the Public Sector General Insurance Companies for doubling their business

volume and reducmg therr operatrng cost wrth a vrew to |mprovmg and strengthemng

’"regulatron supervrsron and rlsk management in these PSGICs Further the Mrnrstry of
""'meance (Department of Frnancral Servrces)IPSGle have also not provrded the specrfrc_
' :ftdetarls of advrceslsuggestrons gr\ren by the Consultant re Mls Ernst & Young LLP vrs-_ =
Vvis follow-up actron taken by the PSGICs for rmprovrng therr organrsatronal efficlencres ;

_' -.'-_:_':'-:ﬁ_and_performance management The Committee therefore would recommend the Mrnrstryz- :

* GeneraunsuranceCOrae@onofmd:aerrfed(GenRe)fhefndranRemsurer

ghe Commrttee whrle exarnrn:ng the"representatron ot Shri R Marak on the subject

'.-_had observed that the Mmrstry of Frnance (Department of Frnancral Sennces) had not ]
""provrded the vrtal mformatron on the market share premlum collected clalmed settled,
..-nature of workrng of the General lnsurance Corporatron errted (GIC Re) The Commrttee.' .

:_had therefore urged the Mlnrstry to furnrsh detarled mformatlon on market share, o
| premrum collected clalmed settled Proftt after Tax, Clrents nature of workmg, etc of the

"’General Insurance Corporatron lerted (GIC Re)

33 On thrs aspect the Commrttee had further recommended to look out for the

posmbrlrty to Iower down the rate of Obllgatory Cessron from present 5% to 3% as ‘the

'amount of premlurn pard by the lnsurance Ccmpanres to GlC Re for reinsurance support
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to their business would be enough to run its business model and such reduction in
Obligatory Cession would also provide further financial cushion to the General Insurance

Companies.

_ _3_4, _. ln response to the above recommendahons, the Illhn[stry of Frnance (Department of
_Fmanclal Servrces)lGIC Re, the Commlttee are happy to note that in the year 2021 -22, the

__”'market share of GlC Re consldermg the re:nsurance prem|um was 61 %, gross premlum_ o

_b-_._collected was Rs 43 208 46 crore, clarmed were settled to the tune of Rs 36 625 85 crore |

: -'g_and Proﬂt after Tax was Rs 2 005 74 crore The Commrttee are however, not happy to

| _"Ifjmarket in order to develop the Country as a ‘Re msurance Hub' The Commlttee would_

lrke to be appnsed of: the necessary steps takenlproposed to be taken in thls_regard

m ' ro vrﬁj or aﬁrsarﬁroharje'rfrcrencres and orformance _manaqememn f;ne_as_r_srcs [

1'__;.' 35 On the aspects of declming market share and earnmgs of PSGle vrs-a-ws Prlvate o o

__':-Insurers the Committee had acknowledged several pnmary reasons for the same as well':- T

as vanous remedlal measures taken by the PSGle, durmg the course of exammatmn of.

._the representatron of Shrl R Marak on the subject The Commrttee, |n the context of

complex offrcral formalltles that are requ:red to be fulfrlled by the pubhc whrle applymg o

for pollcles and settlement of clalms in case of . PSGICs vis-a- vrs the Pr:vate Insurers
wh;ch appear to be the prlmary reason for the gradual dechne in the busmess actmtres

insurance pohcy frils up a Proposal Form thereby, gwmg the detalls of the sub]ect matter
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of insurance which is a regulatory requirement and common to all Insurance Companies.
The Committee had further obser\red that the Proposal Form, once filled up and
'submltted by the i rnsurrng person the underwrrtten ie., lnsurance Company determrnes
the coverage and the pohcy is lssued in real time. In regard to the above the Commrttee
had urged the Mmlstry of Fmance (Department of Flnancral Semces)lPSGle to take all

fthe necessary steps towards further s:mpllflcatlon of the exrstmg cumbersome procedure
"'of applymg for pohcres and for settlement of clarms partlcularly where potrcles are bemg -

_ !ssued m tradrtronall manual method |n the mterest of polrcyholders

36 The Commrttee whrle emphasrzmg the need for strengthemng the present system.z |
ot §fof control and supervrsron of the PSGICs tor therr regular and effectwe momtormg wrth a_'_' al

o vre to overcommg the shortcommgs thereby arrestrng the declme rn therr market share_f

' ";".i_ffor ”strategrc transfo_rmatlon as well as. for ensurmg better supervrsmn and control of

”f-’these Government'owned General lnsurance Companres e e

'Fmancral Servrces)IlRDAl the Commlttee note that IRDAI the sector regulator has '
) formulated lRDAl (Protectron of Polrcyholders lnterests) Regulatlons 2017 whrch -

" stlpulates prowsrons for the protectlon of pollcyholders whrch are equally applrcable to

both ‘the Private and Publlc Sector lnsurance Companles However therr rnternal'

operatrons and gurdelmes wrth respect to_settlement of clalms and underwrrtmg of

'rnsurance proposats may drffer from Company to Company In thrs connectron the ‘

of the existing procedure of appl_ym_g:fo_r po_lrcres and for settlement of clarms, in the
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interest of policyholders. The Committee further note from the action taken replies
furnished by the Ministry of Finance (Department of Financial Services)/PSGICs;, that as
per G.e_neral_.lnsuran_ce.P.ublic Sector Association (GIPSA), PSGICs are .vvell aware of the
challen.ges from private. insurance players and in order to face the competition and
rmprovmg semces to the pollcyholders various. measures. have been !nitlated Further
Mls Ernst & Young LLP has been engaged as a consultant by the four PSGICs for
advrsmg these compames on |mprov:ng the organ:sat:onal eff|c|encres and performance )

management

Notw:thstandmg the above the Commrttee urge the M|n|stry of Fmance._{"';'}'-"f'-_"

. 'f:'_:;_an"' 'procedure prescnbed thereunder wrth respect to applyrng for pollczes and settlement_'_‘_'- '

_'--1:-_fof_:___.cl'a[ms and; 'underwrrtmg"__f:-::;fmsurance proposals are perrodlcally rev:ewed by the L

S '"ord_er to srmpl:fy the same o the maxlm im

| '.'_':ﬁ_'::the Mlnrstry to ensure that the Proposal Forms, W

'-extent The Committee further urge f_:_'}_:

hlch are a mandatory requrrement as

Per lRDAt Regulahons for obtalnmg pohcles for tetall cllents are drgltlzed |n respect Of_:_'?.::{:f i

: _:___'_iall Imes of busmess bemg undertaken by the PSGle As regards lmprowng thefi:_' :

| :'.crgamsatlonal effrclencles and performance management rn the PSGICs the Commlttee'_'-_- i

~ while notmg that Mls Ernst & Young LLP has been engaged as a Consultant by the four

:.:PSG|CS would llke to know as to what speclflc mltlatlveslmeasures and follow-up i

__'actlon(s) are belng taken by each of the PSGIC |n pursuance of the suggestlonsllz'_"_

.recommendatlons made by the Consultant r €., Mls Ernst & Young LLP The Commrttee B
_would Irke to be appnsed of the necessary actlon takenlproposed to be taken on all the_

aspects mentzoned above

__Ensurrnq drsposal of com&nts recerved by PSGICs rn a speedy, _partral and -
: transparentmanner AN S
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39. ~ The Committee while pointing' out that a robust and transparent grievance
redressal mechanism, within an Organisation, is-the barometer of its efficiency and
performance as well as reflects the attitude of Organisation towards its customers, had
suggested that a dedicated ‘Grievance Redressal Mechanism’ should be set up at the
Iev‘eliof each PSGIC under which, the details of complaints rep'orted  complaints attended
"‘to and complarnts perrdmg in these Insurance Compames are mvarrably berng updated
on Company s websrte on real trme basrs tor the sake of transparency and accountabr[rty :

fIn thrs context the Commrttee had urged the IIIImrstry of Frnance (Department ot Frnancrai ._

_--?_f_:!s'Ser\nces) to encourage aII the PSGICs to take necessary steps to set up the requ:srte i

- .ﬁé_f':dedrcated Grrevance Redressal Mechanrsm wrthm therr Orgamsatrons Ghmaan

40 Based on the actron taken eplres furnrshed hy the Mmlstry of Flnance (Department;f'_ -
o r::of Frnancral Servrces)IIRDAIIPSGICs, the Commlttee are happy to note that there already_"

| Eexrts muItl IeveI Grrevance Redressal Mechanlsm_wrth respect to Insurance Compames e

:;‘"Startmg from IRDAI whlch prescrrbes the grrevance redressal 'mechanlsm '”as part"i_

:'_Protectron of Pohcyholders Interests Regulations (PPl Regu!atrons) The Grrevance:}'.'ﬁff:__

| _"_‘5.:_:.:Redressa! Ce!l in the Pollcyholder s Protectlon & Grievance RedressaI Department of the

;_:-__'IRDAI Iooks rnto complamtslgrrevances trom polrcyholders whlch takes up the:"_'_'-_
| '_*’fgrrevances wrth the respectrve msurers for redressal The Commrttee further note that as

":;-'per Corporate Governance Gurdehnes, 2016 Insurance Companles shaII have a' o

“mandatory Board Sub commrttee wz Potlcyholders Protectron Comm:ttee whlch shalt
' have to meet at Ieast on a quarterly basrs to revrew the outstandmg cIarms repudratron of
ctarm complamts on mrs seltlng and varrous other servrce parameters wrth suggestrons
on necessary :mprovements The Commrttee have been mformed that all the four PSGICs
have contlrmed that they have a full-ftedged rnternal Grrevance Redressal Mechanlsm in
'place which facrlrtates regrstratron and status update of onhne complarnts for ‘its
customers through dedr_ca_ted-grlevance portaI which is integrated with IRDAI's Bima -

Bharosa. Further, PSGICs also attend to and resolve the grievances registered in the
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Centralized Public Grievance Redressal and Monitoring System (CPGRAMS)APortaI. In
addition to,above mentioned Grievance Redressal mechanism of PSGICs and IRDAI, the
Off_ices__o_f. Insurance_.ombudsman (under the administrative control of Council for
Insurance Ombudsmen (CIO), an alternate Grievance Redressal Platform,-has also been
set up by the Central Government under the Insurance Ombudsman Rules, 2017 with an
-arm to resolve gnevances ot aggrleved polrcy ho!ders agamst Insurance Compames and o

_'-therr mtermedrarles or msurance brokers

_:___::.41. Keeprng in. vrew the varlous determlnmg factors explalned by the Mmlstry of_: o

._'F|nance (Department of Fmancrat Servrces), the Cornm|ttee hope and trust that the_".;{:f'_:f"

_.PSGle would now ensure that ‘Grlevance Redressal Mechamsm at all levets would_. L

__.f-.functron effectrvely m order to resolve the grlevances rn a speedy, rmparhal and-:_f_;*_

'_f::;transparent manner E

--Formulatron offstnnqent;Antr-Fraud Policy to -deal wrth cases of Frauds and Bookrng ot’:{E |
B :'-13Fake Insurance Premrum in North Eastern Reqron R R S

42 Durmg the course of exammatron of the representation of Shn R Marak on. the' o

‘Zfsub]ect the Commrttee were mformed that three cases of fraud and bookmg of fake :_"'_7:;

r___poI|c|es had come to the knowledge of New lndra Assurance Company leited durmg L

-.2021-22 |n the North Eastern Reglon ln thrs connectron the Commrttee had urged the

: Mrmstry of Frnance (Department of Fmanclal Servrces) to d|rect the New lndra Assurance R

Company errted to. take legal action agarnst the. delmquent Agent under the. relevant_ : o

RuleslGurdelmes etc., with a view to ensurmg non- recurrence of such mrsconduct by
other. Agents The Commrttee had further recommended the Mrmstry of - Frnance :'
' (Department of Financial. Servrces) to rssue drrectlons to atl PSGICs for tak:ng stnct :
| pumtrve action on the cases of frauds and corrupt practrces whenever and wherever

- noticed. -
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43. . As regards issue of dealing with the fraud cases, ‘the Ministry of Finance
(Department of Financial Services)IlRDAlINlACl., in their action taken replies, have stated -
that IRDAI had issued insurance Fraud Monitoring Framework for Insurers on 21st
January, 2013, which stipulates measures to be taken up to address and manage risks
emanatmg from fraud and provides for Anti-Fraud Policy to be formulated by all the
Insurers, duly approved and reviewed on annual basis, by therr respective Boards. It has
further been 1nformed that Fle were filed |n all the three cases of frauds and corrupt

practrces whlch had come to the knowledge of NIACL durmg the frnancral year 2020 21

.-However one case of agent fraud at ltanagar BO was closed by the Polrce srnce the -

- gent already exprred and the remammg two cases of fake polrcres at Tezpur DO are stlll

' under rnvestrgatlon by the Polrce U

- 44 In thrs connectron, the Commrttee urge the Mrnrstry of Flnance (Department of_'. _' '

B ;'Flnancral Servrces) to ensure that the ‘lnsurance Fraud Momtormg Framework’ issued by‘;

B :the lRDAI be followed scrupulously rn all the PSGle by formulatrng thelr own strmgent':”: L

_"-f_Antr Fraud mechanrsm havrng provrsrons for strrct Iegal and punltwe actlons whrch' o

E ;_ f;could deter the Agent(s) from resortmg to corrupt practrces and commrttmg frauds The':ﬁ:_ '_
) --_Commrttee further urge the Mmrstry to dlrect the NIACL for pursumg the cases of fake o
s polrcres at Tezpur DO wrth the Pohce Authorrtres concerned so that the mvestrgatron mto |

:--'._the matter is completed at the earllest and approprrate legal actron |s rmtrated agamst the |

delmquent Agent(s)

New Dethi; | | ‘ HARISH DWIVEDI,
: ' | : Chairperson

18 December, 2023 . - Committee on Petitions

27 Agrahayana, 1945 (Saka)
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MINUTES OF THE THIRTIETH SITTING OF THE COMMITTEE ON PETITIONS
(SEVENTEENTH LOK SABHA) |

The Committee met on Monday, 18 December, 2023 from 1500 hrs. to 1715 hrs. in
Committee Room No. 3, Parliament House Annexe Extension, New Delhi.

PRESENT
Shri Sunrt Kumar Singh o '_ - In the Chair

o MEMBERS
Shri Brijendra Singh
Shri Sushil Kumar Singh
Shri Manoj Kumar Tiwari
Shri Prabhubhai Nagarbhar Vasava
Shri Rajan Baburao Vrchare R

o OoTA W N

_ SECRETARIAT _ e
L -'Shrl Raju Snvastava - Joint Secretary
. :Shrr Tenzrn Gyaltsen '_ Deputy Secretary

55 ;;;. _

WITNESSES o

whk ek R R

o 2 | At the outset in the absence cf the Charrperscn the Commrttee under Rule 258(3) Of |

o the Rules of Procedure and Conduct of Business in Lok Sabha chose Shrr Suan Kumar Srngh

fo act as Charrpereon for the sitting.

3. Thereafter the Charrperson welccmed the Members to the srttlng of the Commrttee

4. kkk kkk - *kk *kk
5' kkk L33 Kk¥ *hk
6. &kk *kk *kE wkk
7. wokk *kek kkk kkk
8. wkk kkk whk kk
9. wokk fkk Kkk *kk
1 O *kk Rkk whk kkk
1 1 . *k% kkk kkk ®kk
1 2 KRE ER% ik *kk
1 3 *hE *kk b kkk
‘[4 ] Kk *.** *kk ] L]
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_-'16

| ::';Commrttee adopted these Reports without any modlfrcatlon and authorised the Charrperson to -
finalise the draft Actlon Taken Reports and present the same fo the House during the ensumg

. -_.Sessron

.':'.17

18

15.  The Committee, thereafter, took up for consideration the followmg draft Action taken
Reports -
(D *kk **; : k- ki
(i)  Action Taken Report on the action taken by the Government on the recommendations
made by the Committee on Petitions (Seventeenth Lok Sabha} in their Thirty Sixth
Report on the representation of Shri R. Marak regarding the need for regulating the
working of Government owned General [nsurance Companies especially in
Meghalaya and other important issues related therewith;
(HD whk **; *ick - ';g*”_'
(iv)  * *ik Kok Lk
oy e o
: _' (Vl) : Z***. - ik kEk ***
(Vm) B Kk w o "?‘** o
After dzscussmg the above mentloned elght draf Action Taken Reports in detari the

*?*-" k *hx Ckkk
it TR TN L N

R The Corr)mi{_tee; _then,.'a_djourned.._

*kk

Does not pertain to this Report.




