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• . 
the report of the joint committee on the
INSURANCE ( WENDMENT) BILL. 1968________

1. "'age (v i), line 31, for '’insurances” 
rqad "insurance"^

2. -’•ige (xix) , line 27, for "without”
read "within'’ ,

3. "’age (xix), line 37, for "allovd"
read "allowed"

4. ’’ age (xxii), line 16, for "and"
read "an" .

Commit tee

5. "’age 4, line 40, for "valid,r
read "a valid"

6. ’"’age 6 , line 2,- for "sing e"
read "single"

7. Page 12, lines 25 and 36, delete? the
rule.

8. ’’ age 12, line 41, ft ir 'W , Cg) and <h) "
read "(£) , (£) and (h-) " 

in
9 . nage 17 .^marginal heading to clsus.e 16,

Section 33A, for "staffs" 
read ."staff11



1 0 . Page 25, in marginal heading for sub­
section (9), £o£ "1 of 1898" 
read "5 of 1898"

1 1 . Page 26, line 26, fbr 
read "that"

"tht"

1 2 . Page 29, line 24, for 
read "insurer"

"insure"

13. Page 32, line 15, for 
re ̂ d "521"

"521"

W. Page 32, line 21, for 
read "521"

"52i"

Psgff 34, line 22, f&r 
read "clauses" "clause"

16. Page 38, line 12, for 
read "cl ause (hi , "

"cl ause (b) "

17 Page 58, Add ' 11 frnendment of section 97" 
as marginal heading against Sec. 31.

18. Page 62, line 34, for 
read "t>remiums"

"premium"

19. Page 63, line 13, for 
read "liab ilities"

"1 abilities"

20. Prge 65, line 22, for "Shfi K.R. Patil"
read "Shri G.R. P rtil".

21. Page 69, line 16, for "Shri Ramavatarr Shastri"
read "Shri C.M* Kedaria".

22. Page 70, line 12. for "Ligislative"
read "Legislative" • .

23. Ppge 72, line 10, f£r "METERS”
read "PRESENT". *

2b. Page 75, line 2, for "Members, Executive Committee 
Overseas & Inland"

read "Member, Working Committee, /I I  India 
Insurance."

25* Page 89, line 7 from bottom for "this" 
read "h is".

New Delhi; 
the 22nd November, 1968.
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1. the Chairman of the Joint Committee to which the Bill* further 
to amend the Insurance Act, 1938 so as to provide for the 
extension of social control over insurers carrying on general insur­
ance business and for matters connected therewith or incidental 
thereto and also to amend the Payment of Bonus Act, 1965, was 
referred, having been authorised to submit the report on their be­
half, present their Report, with the Bill as amended by the Commit­
tee annexed thereto.

2. The Bill was introduced on 8th April, 1968 in Lok Sabha. The 
motion for reference of the Bill to a Joint Committee was moved, 
in Lok Sabha by Shri K. C. Pant, Minister of State in the Ministry 
of Finance on the 13th August, 1968 and was adopted on the same 
day. (Appendix—I)

3. Rajya Sabha discussed the motion on the 31st August, 1968 and 
concurred in the motion on the same day. (Appendix—II).

4. The message from Rajya Sabha was published in the Lok 
Sabha Bulletin, Part II, dated the 2nd September, 1968.

5. The Committee held five sittings in all.
6. The first sitting of the Committee was held on the 2nd Septem-, 

ber, 1968 to draw up their future programme of work. The Com­
mittee at this sitting decided to hear oral evidence from the Asso­
ciations/individuals etc. desirous of presenting their views before the 
Committee and to issue a Press Communique inviting memoranda 
for the purpose. The Chairman was authorised to decide after exa­
mining the memoranda submitted by the Associations/individuals as 
to which of them should be called upon to give oral evidence before 
the Committee.

7. 26 memoranda|representations etc., on the Bill were received by 
the Committee from different Associationsjindividuals. (Appen­
dix—III)

8. At their second and third sittings held on 25th and 26th Octo­
ber, 1968, the Committee heard the evidence given by nine associa­
tions (Appendix—IV)

•Published in the Gazette of India, Extraordinary; Part II, Section 2, 
doted th* 8th April, 1968.

REPORT OF THE JOINT COMMITTEE
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9. The Committee have decided that the evidence given before 
them should be printed and laid on the Tables of both the Houses 
in extento.

10. The Committee considered the Bill clause-by-clause at their 
fourth sitting held on the 27th October, 1968.

11. The Committee considered and adopted the Report on the 
8th November, 1968.

12. The observations of the Committee with regard to the princi­
pal changes proposed in the Bill are detailed in the succeeding para­
graphs. ' it).

13. Clause 2.—This clause has been amended to provide for the 
cancellation of registration of an insurer for the contravention of 
the provisions of section 64VA in the same manner as for other 
causes, and to bring the cancellation of registration made in pur­
suance of the provisions of section 33 within the scope of sub-section 
(5) of section 3.

14. Clause 3.—This clause, as it existed, proposed to increase the 
fee for the annual renewal of registration of insurers in order to 
meet the additional costs of the Controller’s Office on account of 
the proposed new measures. In order to base the levy of fees on 
the gross premium written direct in India, so that the burden of 
the fees falls more equitably on all insurers, the clause has been 
amended and the words “including consideration for annuities, if 
any, less re-insurances” , being redundant, have been delet<*d. Since 
insurers carrying on only re-insurance business do not have any 
direct premium, a proviso has also been added to the effect that in 
their case the renewal fee shall be based on the facultative re-insur­
ance premiums accepted in India.

15. Clause 4.—Clause 4 of the Bill, as introduced, provides for the 
application of section 6A of the Insurance Act, 1938 to insurers 
carrying on general insurance business.

Sub-section (7) of Section 6A provides that where the total paid 
up holding of any person in the shares of an insurance company 
exceeds ten per cent of its paid up capital (or five per cent if the 
shareholder is a banking company or investment company) such 
person shall dispose of the excess holding within three years from 
the commencement of the Insurance (Amendment) Act, 1968 or 
such further period not exceeding two years as may be allowed to 
him by the Central Government. But in the present state of the 
Stock Eatehantf® market it is extremely difficult to sell insurance

' ' (vi) !



shares. In view of the restriction on voting rights imposed under 
sub-section (6), the Committee feel that there is no need to require 
the person to dispose of the excess shares held by him. The clause 
has, therefore, been amended to make it clear that sub-sections (7),
(8) and (9) will not apply in the case of insurers carrying on 
general insurance business.

The explanation to section 6A makes a distinction between the 
holdings of a person in the shares of a public limited company and 
in the shares of a private limited company. The Committee feel 
that, after the enactment of that section, greater controls have been 
imposed on private limited companies and as such the distinction 
between the holdings in the shares of public and private companies 
need not be maintained. A new explanation has, therefore, been 
added to remove the distinction in its application to insurers carry­
ing on general insurance business.

16. Clause 6.—The Committee feel that the increase of the deposit 
to rupees twenty lakhs in all cases would cause undue hardship to 
small insurers. Hence the clause has been so amended as to require 
a deposit of only ten lakhs of rupees in the case of insurers whose 
gross premium income does not exceed rupees one crore in any 
year. But where the gross pr'emium income of an insurer exceeds 
rupees one crore for the first time, he would be required to make 
the deposit of an additional sum of rupees ten lakhs in addition to 
the balance of the deposit due from him. In view of the increase 
in the amount of the deposit, the time for making the deposit has 
been extended to five years. The Committee feel that the increased 
deposit is likely to entail considerable hardship to mutual aid asso­
ciations which confine their activities to their own members. As 
in such cases the maximum amount of benefit that can be paid te 
a policy-holder in a year is likely to be small, it is not necessary to 
insist on a very high deposit. The clause has, therefore, been 
amended to reduce the amount of the deposit to a sum of not less 
than rupees 11 lakhs in the case of mutual insurers carrying on only 
special classes of insurance business. Clause (c) of Explanation 
has been amended to clarify that Group working need be confined 
to business in India only.

It has been clarified in sub-section (IC) that an insurer who was 
a member of a group of insurers which has ceased to be a group, 
shall make up the full deposit as he would have had to make if he 
were an individual insurer unless he joins a new group within six 
months. A new sub-section (IE) has been added to permit insurers 
working as a group to have common officers which is at present pro­
hibited by section 32A of the Act.
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In the proposed sub-section (5) an addition has been made to 
enable registration for additional classes of insurance business so 
as to facilitate formation of groups. '

• Other amendments made in this clause are of a formal or conse­
quential nature.

17. Clause 11.—Section 27A of the Act defines approved invest­
ments as investments which satisfy certain criteria of soundness, 
one of the criteria being dividend-paying record for at least five 
years or for at least five out of six or seven years immediately pre­
ceding.

Proposed Section 27B seeks to make the provisions of section 
27A applicable to general insurance with necessary modifications. 
The Committee feel that the qualifying dividend-paying period for 
the purpose of judging and screening the investment by insurers , 
carrying on general insurance business should be reduced since the 
investment of these funds is not exactly on the same footing as in 
the case of life insurance funds. References in section 27A to longer 
periods have, therefore, been reduced to three years immediately 
preceding or for at least three out of the four or five years imme­
diately preceding.

Clause (m) of section 27A(1) of the Act relating’ to mortgages 
of immovable property stipulates that if the property mortgaged is 
lease-hold property, the outstanding term should not be less than 
30 years. In view of the fact that mortgages by general insurance 
companies are usually of short durations, the Committee feel that. 
mortgages on properties having lesser outstanding lease periods may 
also be permitted. Clause (m) of section 27A(1) of the Act, as 
applied by section 27B, to general insurers has been amended to 
reduce the period from thirty years to fifteen years.

In clause (a) of sub-section (1) of section 27B in the Bill, “ (s)”  
is a mis-print for “ (r)” . This has been corrected.

In sub-section (3) the words “being a company” have been omit­
ted, so as to make it clear that the sub-section applies to co-opera­
tive societies also. Clause (ii) under sub-section (3) requires the 
unanimous consent of all the directors present and. eligible to vote, 
for making investments under that sub-section. The Committee 
feel that since it is difficult for the directors appointed by Govern­
ment under section 34C to give their consent to any investment, 
the provisions with regard to the consent of all the directors need 
not be insisted upon and that the purpose of the provision would 
be served if a provision is made to the effect that any particular
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investment may be made ii it is not objected to by the directors 
appointed by the Government. This clause has, therefore, been 
suitably amended.

Sub-section (5) of the proposed section 27B restricts the invest­
ment in the shares of another company to ten per cent of its sub­
scribed share capital but the proviso to this sub-section provides 
for exemption from this provision of any investment, made with the 
prior consent of the Controller by an insurer being a company with 
a view to forming a subsidiary company carrying on insurance 
business. In order to permit companies to form specialised insur­
ance companies or to permit insurance companies to continue their 
investments already made in other insurance companies, the Com­
mittee feel that the proviso should be extended to exempt any invest­
ments made by an insurance company in the shares of another 
insurance company without the other insurance company necessarily 
being made a subsidiary, provided that the other insurance com­
pany is incorporated in India and is carrying on business in India. 
The proviso has, therefore, been suitably amended.

The prpviso to sub-section (10) permits an insurer to exclude, 
while computing the assets kept in deposit with a banking com­
pany, the premiums collected by that insurer during the preceding 
thirty days. The Committee feel that the period of thirty days is 
too short and should be extended to sixty days. Further, in the 
day-to-day working of general insurance companies large amounts 
are to be occasionally paid into a bank for meeting claims liability. 
Also reinsurance recoveries of large amounts of claims ate occasion­
ally received and credited to the Bank account for short periods. 
Such operations might lead to breach of sub-section (10) and hence 
the Committee feel that suitable exemption for thirty days at a 
time should be given to meet such contingencies. The proviso has 
accordingly been suitably amended.

Insurers fere occasionally required to pay very large amounts by 
way of claims without waiting for reinsurance recoveries and to 
meet such demands they may have to create a charge on the assets to 
avoid realisation of large investments at short notice. Further, 
some banks and finance corporations require maintenance of security 
deposits with a contingent charge in their favour before accepting 
policies of insurance companies. Sub-section (11) has, therefore, 
been extended to allow this to be done.

The other amendments made in the section are of a formal or 
consequential nature.
1955 (B) L S —
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18. Clause 16.—Sub-section (2) of section 34E in the Bill, as intro­
duced, has been made into a separate section (numbered as section 
33A) so as to remove any possible doubt as to the power of the Cen­
tral Government or the Controller to appoint staff for the scrutiny 
of returns etc.

The Committee feel that whenever the Controller proposes to 
issue a direction to an insurer in particular, such insurer should be 
given a reasonable opportunity of being heard. A  proviso has ac­
cordingly been added to section 34.

The Committee feel that section 34A should cover only manag­
ing director, full-time director and principal officer, and no other 
officers because part-time directors are appointed and re-appointed 
in the routine course and it would not be practicable to take prior 
approval of the Controller in their cases. Further, power for Con­
troller to approve appointment, re-appointment or termination of 
services of other officers might create practical difficulties.

The provisions of clauses (a) and (b) of sub-section (1) and 
the Explanation thereunder have, therefore, been amended to ex­
clude reference to part-time directors and to secretary, accountant or 
underwriter. The reference to secretary, accountant or underwriter 
appearing in sub-section (3) of section 34A has also been omitted.

In sub-section (3) of section 34A, amendments have been made 
to clarify that the provisions apply to re-appointment also.

The Committee feel that the powers sought to be conferred by 
section 34B on the Controller should only extend to the removal of 
directors and chief executive officer and should not extend to other 
officers. Necessary amendments have accordingly been made.

Since a general provision for appeals has been made by clause 
37, sub-section (3) of section 34B has been deleted.

An addition has been made in section 34C to bring the wording 
in line with that of section 34 by including the words ‘public 
interest’.

Sub-section (2) of section 34E has been deleted consequent to , 
the insertion of section 33A earlier.

Sub-section (2) of section 34G has been deleted consequent to 
the insertion, by clause 37, of a new section making general pro­
vision for appeal to the Central Government.

Section 34-H, has been amended so as to cover an investigation 
under section 88(1).



19. Clause 17.—The Committee are of the view that the burden 
of an insolvent company should not be imposed on solvent company 
"o as to impair its solvency. It has, therefore, been provided that 
no scheme for amalgamation of an insurance company shall be made 
unless the insurance company with which it is proposed to be 
amalgamated has given its written consent to the proposal for such 
amalgamation. Hence a proviso has been added to the section to 
make the intention clear.

20. Clause 18.—Originally this clause sought to reduce the rate 
of agents' commission in respect of Are insurance business from 
a flat 15 per cent, of premium to 10 per cent, on the first Rs. 50,000 
of premium on any single policy, 5 per cent, on the next Rs. 1,00,000 
and nil thereafter.

The Committee feel that the rate of commission should be com­
puted on a flat rate bads and not on a slab basis. Further, the 
Committee also feel that the agents’ commission should be reduced 
to a flat five per cent, of the premium in respect of Are and marine 
insurance business and to ten per cent, of the premium in respect 
of miscellaneous insurance business.

The clause has been re-cast accordingly.
21. Clause 19.—Some non-Indian insurance companies operating 

in India*control their general insurance business in the adjoining 
countries through their Indian offices. The Committee feel that it 
would be just and equitable to exclude expenses incurred in India in 
respect of business written in those countries from the computation 
of expenses of management of these companies for the purpose of 
section 40C.

The clause has been amended accordingly.
22. Clause 22.—Proposed sections 52H to 52M empower the Cent­

ral Government to acquire the business of an insurer on payment of 
compensation. The proposed section 52J provides for payment of 
compensation direct to the shareholders of the acquired insurer. The 
Committee are of the view that where the insurance business of a 
company is acquired, there is no reason why the company should not 
have the ririit to transact other business. The compensation, accord­
ing to the Committee should, therefore, be payable to the company 
and not to the shareholders. It would be for the shareholders of the 
company either to take the company into liquidation and thereafter 
to distribute the compensation or allow the company to continue 
some other business for their benefit.

Section 52 I and 52 J and the Eighth Schedule have, therefore, 
been suitably amended so as to provide for payment of compensa­

tion to the insurer Instead of the shareholders.

(jrf)



(x ii)

Consequently, the Committee have also inserted a new section 52 
N making a provision for dissolution of an insurer who has distri­
buted the compensation to his shareholders.

The other amendments in the clause are consequential or verbal 
in character.

23. Clause 29.—Proposed section 64UA. In sub-clauses (c) and
(d) of sub-section (1), the numbers of representatives of Indian and 
foreign insurers on the Advisory Committee have been changed to 
ten and four respectively so as to give proportionate representation 
on the Advisory Committee to Indian and foreign insurers on the 
basis of the volume of their direct business in India.

The amendments made in sub-section (2) brings the provision in 
line with clause (b) of sub-section (1) of this section.

Proposed section 64 VB.—Sub-section (3) of this section has been 
amended to clarify that the Advhory Committee and the Regional 
Committees could constitute sub-Committees. '

Proposed section 64 XJC.— Section 64UC relates to the power of 
the Tariff Advisory Committee to control and regulate the rates, 
advantages, terms and conditions that may be offered by the insurers. 
Proviso to sub-section (1) of that section vests powers in the Advi­
sory Committee to permit, with the approval of the Central Gov­
ernment, any insurer to offer rates of premium different from those 
fixed by it. The Committee feel that the power to grant exemption 
from the tariffs should vest in the Controller and not in the Advisory 
Committee, since no Advisory Committee composed of representa­
tives of insurers could be expected to concur, let alone advise, the 
Controller to grant any exemptions to other insurers. Further the 
exemption should cover not only the ‘rates of premium’ but also 
terms, advantages and conditions so as to be in line with the wording 
in other places in the Act.

The proviso to sub-section (1) has been amended accordingly.
The Committee desire that the method of punishment for brea­

ches of tariff should be quick and that there should be provision for 
fines etc. and also a provision that an insurer should correct his 
rates etc. when called upon to do so and collect the required addi­
tional premium. The Committee, therefore, have added a proviso to 
sub-section (5) to the effect that if the insurer removes the contra­
vention by recovery of the deficiency in the premium or if this is not 
practicable modifies or cancels the contract, the Controller may com­
pound the offence on payment to the Advisory Committee ©f a fine 
decided by him in consultation with that Committee.
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Proposed section 64 UP.—The amendment in sub-section (8) Is 
verbal.

Proposed section 64 UE.—A clarification has been made in sub- 
rection (2) to authorise officers of an insurer other than a principal 
officer also to certify information supplied to the Advisory Committee 
if the Advisory Committee has so agreed in advance.

Proposed section 64 UG.—The amendment made in sub-section
(1) is verbal in character.

Proposed section 64 UJ.—Sub-section (2) of section 64 UJ provide* 
that each Regional Committee shall consist of not more than seven 
persons elected by insurers carrying on general insurance business 
in the region. In order to give a broader base, this sub-section has 
been amended to provide that of the seven persons not more than 
five shall be elected by the insurers and not more than two shall be 
nominated by the Controller.

Since the Tariff Advisory Committee would frame regulations 
under section 64UB(3) for constituting sub-committees, it is not 
necessary tn make provision for prescribing this by rules. Hcnce 
t.he words “in the prescribed manner” have been deleted.

Proposed section 64 UK.—Proposed section 64 UK, as introduced, 
empowered the Tariff Advisory Committee to levy such fees, not 
exceeding one-third of one per cent, of the premium income, net 
of re-insurances, of the insurer, as may be specified.

In order to distribute the burden more equitably on insurers it 
is desirable that the fees should relate to gross direct Indian pre­
mium. It is also felt that as is the practice at present, there should 
be differential fees for different classes of business so that equity can 
be preserved, but the upper limit qf one-third of one per cent now 
provided for in the Bill would suffice only if uniform rates are fixed 
for all classes.

Sub-section (1) of this section has, therefore, been amended so as 
to base the fee on the gross direct premium written in India and to 
increase the maximum rate of fee from one third of one per cent 
to one per cent of the gross premium written direct in India and in 
the case of purely reinsures to one per cent of facultative reinsuran­
ces accepted in India inasmuch as purely reinsurers have no direct 
premium income.
• The Tariff Committee and the Regional Committees have at pre­
sent organisations for claim prevention and claim minimising such 
as cargo tracing, fire salvage operations, inspections of risks etc. for 
\vhich special charges are levied. In order to enable the proposed



'Tariff Advisory Committee and its Regional Committees to 
these services, the Committee have inserted a new sub-section, after 
sub-section (1), empowering the Advisory Committee to collect, in 
addition to the fees mentioned in sub-section (1), reasonable fees and 
-barges to cover the cost of specific services rendered.

Proposed section 64 UM.—Section 64 UM as it originally existed 
provided for the preparation and maintenance by the Controller, of 
a list of approved surveyors and loss assessors. The Committee fed  
that it would be better to have a system of licensing for surveyors 
and loss assessors. The sub-section has, therefore, been substituted 
by a new sub-section which provides for the issue and renewal of 
licences by the Controller on payment of fees. The proposed sub­
section also specifies the qualifications to be possessed by the appli­
cants and further provides for incidental matters including provision 
for cancellation of the licence in certain circumstances.

In sub-section (2) it has been clarified that only loeoog which
<~T*cur in India are covered by that sub-section.

A proviso has been added to sub-section (2) to clarify that the 
right of an insurer to pay or settle a claim at a figure considered 
by him to be appropriate is not taken away or abridged.

Sub-section (5) has been deleted consequential to the proposed 
n’nendment to clause 37 whereby a new section to make a general
provision for appeal is proposed to be added.

Two new sub-sections [sub-section (6) & sub-section have
been added to the section. The first one would enable an Insurer to 
employ a person other than an approved surveyor or loss assessor If 
the cost of employment of an approved surveyor or loss assessor 
would be disproportionate to the amount of the claim. The second 
is to empower the Central Government to notify the categories of 
claims (where it is not customary or practicable to appoint profes­
sional surveyors or loss assessors) to which the provisions of section 
64 UM shall not apply.

Sub-sections (7) and (8) of section 64 VA in the Bill have been 
converted into a new section, namely, 64-V. with a few verbal 
changes. The Explanation under sub-section (7) has been reworded.

Section 64VA.—In view of the reduction which has been made by 
the Committee in the amount of the deposit which is required to be 
made by smaller insurers, the minimum solvency margin of rupees 
twenty lakhs has been reduced to five lakhs of rupees for cooperative 
societies and ten lakhs for other insurers. Further, since with a sol­
vency margin requirement of 20 per cent of net premium, insurers
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having a Very large premium income would be deemed insolvent 
even though they are financially very strong, the solvency margin 
has been reduced to 10 per cent, on net premium income in excess of 
Rs. 5 crores.

Sub-section (3) of section 64VA has been deleted consequent to 
the insertion of provision for cancellation of registration under clause
2 of the Bill. In its place a new sub-section on the lines of sub-sec­
tion (5) of section 28 of the Act has been inserted to empower the 
Controller to call for information to verify compliance with the pro­
Vision* relating to solvency margin even as on any date at which 
the balance sheet of the Company is not available.

Sub-section (5) has been re-drafted in view of the change in the 
requirement with regard to minimum solvency margin Further, 
three provisos have been added to sub-section (5) so as to make pro­
vision for the continuance of the business of the insurers on the 
cessation of a group and to allow time to the insurers to attain the 
required solvency margin.

Sub-section (6) has been amended to provide for the lower sol­
vency margin being fixed in special cases by notification and not 
by rules. An amendment has also been made to bring the wording 
in ling with a corresponding amendment under clause 6.

The other amendments in this clause are of a formal or consequ­
ential in nature.

24. Clause 34.—A printing error has been corrected.
"^25. Clause 35.—The clause has been amended with a view to pro­
viding that only whole-time Chairman and whole-time director and 
others mentioned in this section should be deemed to be public ser­
vants within the meaning of section 21 of the Indian Penal Code.

26. Clause 36.—A consequential amendment has been made.
27. Clouse 37.—This clause, inter alia seeks to apply the main 

provisions of the amending Bill to the general insurances business 
carried on by the Life Insurance Corporation of India, State Govern­
ments or other Government Companies.

The following further sections of the Act have been made appli­
cable to the Life Insurance Corporation of India, namely, section 
3A (Renewal of Registration), section 40C (Limitation on expenses 
of management), section 44 A (Power to call for information as 8 
corollary to application of section 40C), section 101A (Compulsory 
reinsurance with approved. insurers), proposed new section HOD 
(Disallowing compensation for the operation of some of the newly
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added provisions), proposed new sections HOG (Consultative Com­
mittee) and 11 OH (Appeal to the Central Government).

All the changes proposed in section 110E have also been made in 
section 110F relating to State Governments and in addition two 
further sections have been made applicable, namely, section 3 of the 
Act (relating to registration without which section 3A relating to 
renewal of registration will have no meaning) and section 40A 
which limits agents’ commission.

The words ‘the Central Government or’ occurring in section 110F 
btete been deleted so as to exclude schemes of insurance operated 
by the Central Government.

Since the Bill seeks to confer very wide powers on the Controller, 
the Committee feel that the Controller should, before exercising any 
power, consult a Consultative Committee. The Committee feel that 
the provision for consultation with a Consultative Committee would 
operate as an effective check on the arbitrary exercise of the powers 
by the Controller. Hence a new section, namely, section 110G has 
been inserted, providing for the constitution of a Consultative Com­
mittee and requiring the Controller to consult such Committee be­
fore exercising any of the powers conferred by the sections men­
tioned in the new section.

Since wide powers have been conferred on the Controller, the 
Committee feel that a general provision for appeal to the Central 
Government against the orders of the Controller should be provided. 
Hence a new section, namely, section 110H has been inserted.

28. Clause 38.—An amendment of a formal nature has been made.
29. Clause 39.—An addition has been made to clarify that the cost 

of employees exclusively employed on survey or loss assessment 
work should be debited to claims.

30. Clause 40.—The Committee feel that sub-para (i) in Part II 
of the Eighth Schedule which provides that in the case of policies in 
force, the total liabilities shall be taken at a figure not less than 50 
per cent, of the premiums, less reinsurances received during the pre­
ceding twelve months is not specific and have, therefore, substitu­
ted a new sub-para specifying the method of computation as speci­
fied in the Seventh Schedule of the Act in connection with liquida­
tion.

The other amendments to this clause are of a formal or conse­
quential in nature. '
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31. During the course of discussion of clause 14 an assurance was 
given by the Government that clauses 14 and 41 would not be brought 
into force until the Payment of Bonus Act, 1965 was suitably amend­
ed in relation to the employees of the insurance companies carrying 
on general insurance business.

32. The Joint Committee recommend that the Bill as amended b# 
passed.

N e w  D e l h i;

8th November, 1968.
D. N. TTWARY,

Chairman, 
Joint Committee.



MINUTES OF DISSENT

I

I have only two comments to make on the report.
(1) In Clause 6, sub-clause (a) & (b), (lines 10 & 15 o f  page 4 of 

the Bill, as reported) wherever the words ‘gross premium’ occur these 
may be substituted by the words ‘net premium’ and consequential 
amendments may be carried out wherever necessary. The reason for 
my suggesting this is that many large insurance companies when they 
re-insure, get re-insurance in return so that the gross premium re­
mains practically unaltered. In the case of smaller companies, the 
income from the re-insurance is often less than the amount they pay 
for re-insuring their business. This clause as it stands will not 
therefore give to smaller insurance companies the relief intended by 
its enactment.

(2) In clause 37 of the Bill, [proposed section 110-G (1), page 60 
of the Bill as reported], it is proposed to constitute a Consultative 
Committee with the Controller as the Chairman. The Controller 
has extensive powers, and in any case, the Consultative Committee 
must pay a great deal of attention to his advice. If he is the Chair­
man, his position becomes so strong that the Consultative Commit­
tee may be reduced to a mere rubber stamp to endorse his views. 
The analogy with a Select Committee of the Parliament is very re­
levant in this context. The Minister-in-charge of a Bill is a member 
of the Select Committee and his views generally prevail. Neverthe­
less, the Chairman of the Select Committee is invariably a private 
member which enables other members to make a more constructive 
contribution to the discussions. For similar reasons the Controller 
should be a member of the Consultative Committee but not its 
Chairman. A non-official member elected by the Committee, or 
even nominated by the Government, would make the discussions 
more free and beneficial. Subject to these two observations I agree 
with the report of the Joint Committee.

HUMAYUN KABIR.
N e w  D e l h i;

8th November, 1068.
(xviii)
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I feel myself in duty bound to add this note of dissent.
2. The Insurance Act is a pre-Constitution enactment and has al­

ready been subjected to 19 amendments, out of which 9 are after the 
Constitution came into force. Life Insurance has been taken over 
by the L.LC. under the L.I.C. Act. There is also a department of 
general insurance worked by the L.I.C. Under such circumstances 
general insurance covering fire, marine, motor and other miscella­
neous items could have been brought under a general insurance cor­
poration and a specific legislation enacted for the purpose.

3. The objective of social control over general insurance business 
in the private sector is not likely to be achieved in any fair measure 
by the implementation of the provisions of this Bill as reported by 
the Joint Committee. In the actual working of the proposed provi­
sions and the implementation of the provisions relating to restric­
tions and control there are likely to be many practical difficulties 
and impediments. The Advisory Committee is not likely to be of 
any effective worth. The Controller even if he chooses to exercise 
some of his powers is likely to be very much hampered in his work 
particularly on account of stay orders that are likely to be issued on 
Writ Petitions impugning the validity of the Controller’s actions.

4. Evidence was taken on the 25th and 26th October, 1968. Gov­
ernment amendments had already been prepared and circulated by 
that time. On the 27th October the Joint Committee rushed through 
the examination of the provisions of the Bill and the amendments 
circulated by Government. Hie feeling is inescapable that there 
has been a certain amount of unrealistic, irrational and hurried ap­
proach in the finalising of matters. I am not sure without myself as 
to whether the Committee could or did at all seriously consider the 
evidence that it permitted to be adduced before itself.

5. The transactions of general insurance done by the L.I.C., gene­
ral insurance done by mutual concerns and by Co-operative con­
cerns and by organisations in the private sector including foreign- 
owned and over-seas located companies have all been treated on the 
same par under the Insurance Act and in the proposed amending 
Bjll. While general insurance done by any agency should be treated 
in similar manner, it has to be noticed that in the case of over-seas 
located Companies, large amounts of profits are allowd to be 
ploughed out of the country. This is a drain for the nation. The 
headquarters of all these over-seas Companies operating in this 
country in the sector of general insurance are located outside this
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country. All the members ef the Board of Birectors of such Com­
panies are foreign personnel. The general body meetings are always 
held in the headquarters country, so that there is no possibility of 
any Indian policy-holder or member being enabled to participate in 
the general body meetings which usually elect Directors, etc. The 
large amount of profits of these over-seas companies are practically 
entirely due to the insurance facilities afforded being resorted to by 
Indian nationals. Under such circumstances special provisions ap­
pear necessary in regard to over-seas companies whether they be 
mutual or general.

6. Certain restrictions and disqualifications in regard to agents 
could be thought of for being incorporated in the statute. No rela­
tion or friend or ex-employee of Directors and of top executives of 
insurance companies should be appointed as agents.

K. CHANDRASEKHARAN.
N e w  D e l h i;

8th November, 1968.

m

For several years now there has been a persistent demand voiced 
by several sections of our people for nationalisation of general in­
surance in the country. The demand has found support in the ranks 
of the Government party too, and the All India Congress Committee 
had formally endorsed it. The present amendment Bill is the result 
of all this pressure built up in the country to nationalise this vital 
sector of our economy. However, in my view, the Bill now propos­
ed does not in any way meet the aspirations of the people or of the 
employees of the insurance companies. This Bill will not even be 
able to curb the many corrupt practices in which most general' in­
surance companies indulge in, and to which pointed reference has 
been made by the Finance Ministers and other Government spokes­
men in Parliament and outside. At best, the Bill gives a new lease 
of life to these general insurance companies to continue with their 
undesirable activities.

2. In my view, it is necessary in public interest to immediately 
nationalise the general insurance business, though whether the co­
operative sector could be exempted from the scope of nationalisation 
is a matter for further debate.

GEORGE FERNANDES.
N e w  D e l h i;

8th November, 1968.
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I regret to have to append the following Minute of Dissent to the 
report of the Joint Committee of Parliament on the Insurance 
(Amendment) Bill, 1968.

2 .1 cannot agree with the majority of the Committee whose views 
according to me will not further the aim of expanding the general 
insurance business in our country.

3. The Bill was introduced with an objective to rectify many ills 
prevalent in the Industry. But I am sorry to say that this objective? 
will not be achieved by the present Bill. On the contrary it will 
hamper the growth and expansion of business in the country in 
general and the rural areas in particular.

4. The Bill has provided top heavy administration by giving the 
Controller unlimited powers. He can do whatever he likes. He will 
always be at the service of the vested interest and the money sharks. 
He can’t do any justice to the insured persons.

5. The Bill has not provided any curb on the non-Indian Insur­
ance Companies with regard to the profits which they take away to 
their countries. By this way they are draining away our wealth to 
the foreign countries.

6. In my opinion the only panacea of all ills prevalent in the
general insurance industry is to nationalise It without any further 
delay. It will check hoarding of black money, malpractices, dis­
honest behaviour by the employees etc. '

7. Nationalisation of the general insurance industry has become 
the national issue. Only the money sharks and their stooges are 
opposing this all-pervading demand. To oppose nationalisation 
means surrendering the interests of the common man to those of the 
monopolists and vested interests.

8. It may be recalled that the author of the Bill Shri Morarji 
Desai, Deputy Prime Minister and Finance Minister, who was also 
the Finance Minister at that time made a statement on the floor of 
the Parliament some time in the year 1962 that the question of natio­
nalising general insurance business was under active consideration 
of the Government of India and that in case the private insurers con­
tinued to behave in the fashion they were then doing the Govern­
ment would not hesitate to nationalise the business. The Congress 
Working Committee which is the parent organisation of Shri Morarji
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Bhai also passed a resolution on 12th May, 1907 recommending to the 
government of India to work out a scheme to bring general insurance 
under public sector. This resolution of the Congress Working Com­
mittee for the first time raised hopes in the minds of the Indian peo­
ple including the general insurance employees that their cherished 
goal may now be achieved in the near future. But the present Bill 
moved by Shri Desai has belied all hopes of the Indian people and 
has strengthened the stranglehold of the monopolists over this sector 
of business.

9. It is only after nationalisation, life insurance has been spread 
In all the comers of the country. The private sector could not even 
dream of entering the areas where L.I.C. is now doing substantial 
business.

10. The industry being operated by the private insurers is allow­
ing a drain of huge amount of foreign exchange every year. This 
creates and adverse impact on the balance of payments of our coun­
try.

11. I am convinced that by this Bill we can’t achieve our objec­
tive. No amount of control or regulation would be able to eliminate 
the existing malpractices in the industry. The only way open is to 
nationalise the entire General Insurance industry and to set up a 
separate Corporation for the purpose.

RAMAVATAR SHASTRI.
Ne w  D elhi;

9th November, 1968.



The main object as given out in the preamble of the Bill is to 
provide for the extension of Social Control over Insurers carrying 
on general insurance business and for matters connected therewith 
or incidental thereto. But, nowhere, either in this Bill or in any 
other enactment “SOCIAL CONTROL” has been properly defined. 
The concept of “Social Control” as such is still in a nebulous state 
and in practice works out nothing more than extension of bureau­
cratic control, the results whereof have not been very happy as yet. 
In our opinion “Social Control” should not be bracketted with 
“bureaucratic control”. ,

While on one hand we are talking against concentration of econo­
mic power in single hands, on the other hand we are promoting such 
measures which would go a great way in concentrating the economic 
power in single individuals or group of individuals which is against 
all democratic principles. In the original Bill, immense, alarmingly 
wide and sweeping powers were given to the Controller of Insurance 
and we have no hesitation in stating that such absolute powers 
would have degenerated any man in that office until and unless he 
was a man of exceptionally high moral character, which we are 
constrained to observe is a rarity in the present set up of things.

We are, therefore, glad that the Deputy Prime Minister has been 
good enough to accept many of our suggestions in this regard special­
ly the concept of an Advisory Board which is designed to guide and 
advise the Controller in important matters. But we are sorry to 
note that in section 110-G(1) instead of Advisory Board, a Consulta­
tive Committee has been visualised, the Chairman whereof will be 
the Controller himself. In advocating the idea of an Advisory Board 
our intention was that the powers designed to control the business 
should be institutionalised and not vested in any one officer. In other 
words, the Board should be a powerful independent body consisting 
of men of high integrity both from the Government and the trade 
which would guide the Controller in all important matters relating 
to the insurance trade quite independently. But what sort of advice 
and guidance a Consultative Committee could give to the Controller,
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who himself happens to be its Chairman. We would therefore sug­
gest that instead of giving this body the nomenclature of “Consulta­
tive Committee”, it should be called an “Advisory Board of Insurance 
Trade”, the Chairman whereof should not be the Controller. Of 
course, the Controller could and should be a member of the same. 
We hope the Government will see its way in accepting this proposal 
which will make the execution of the Act more equitable and just.

We are glad that in accepting our proposal for reduction of the 
Statutory deposit and Solvency Margin, the Government has re­
moved from public mind the anticipated apprehension that in keep­
ing the limit of statutory deposit and solvency margin at such a high 
figure, they were indirectly going to perpetuate the control of capi­
talists over the Industry and were squeezing out the small scale 
operators. However, the said deposit and margin should be related 
to “NET” premium rather than “GROSS” premium income of the 
insurers as there is a gulf of difference between the two.

N e w  D elh i;

9th November, 1968.
BENI SHANKER SHARMA 

MAN SINGH VARMA
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This Bill will not prevent the diversion of funds and the various 
misuses prevalent in the general insurance business. I am firmly of 
the opinion that only nationalisation of general insurance will be able 
to prevent these abuses and enable proper investment of the fund* 
made available through the premium.

N ew  D elh i; P. RAMAMURTI
9th November, 1968.
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Bill No. 31-B of iHB

THE INSURANCE (AMENDMENT) BILL, 1968
(AS REPORT® BY THE JOINT COMMITTEE)

[Words side-lined or underlined indicate the amendments suggested 
by the Committee; asterisks indicate omissions.] '

A

BILL

further to amend the Insurance Act, 1938, so as to provide for the 
extension of social control over insurers carrying on general 
insurance business and for matters connected therewith or 
incidental thereto, and also to amend the Payment of Bonus Act, 
1965.

Be it enacted by Parliament in the Nineteenth Year of the 
Republic of India as follows:—

1. (1) This Act may be called the Insurance (Amendment) Act, 
1968. , • ; *>.<

(2) It shall come into force on such date as the Central Govern­
ment may, by notification in the Official Gazette, appoint in this 
behalf anti different dates may be appointed for different provisions 
of this Act. 5

Short 
title and 
com­
mence­
ment.



1 4

Amend' 
ment of 
section 3.

Amend­
ment of 
•ection 8A.

2. In section 3 of the Insurance Act, 1938 (hereinafter referred 
to as the principal Act),— * * *.

(a) in sub-section (4),—
(i) after clause (a), the following clause shall be, 

inserted, namely: —
“ (aa) if the insurer fails, at any time, to comply 

with the provisions of section 64VA as to the excess of
the value of his assets over the amount of his liabili­
ties, or” ;
(ii) in clause (d), the words “a class of” shall be i°

omitted;
(iii) after clause (e ), the following shall be inserted, 

namely: —
"or

(ee) if the Central Government so directs 15
under sub-section (4) of section 33,” ;

' (b) in sub-section (5),—
(i) after the word, brackets and letter “clause (a),” ,

the word, brackets and letters “clause (aa),” shall be
inserted; 20

(ii) after the word, brackets and letter “clause (e),” , 
the word, brackets and letters “clause (ee)," shall be in­
serted;
(c) in sub-section (5C),—

(i) after the word, brackets and letter “clause (a) ,” , the 25 
word, brackets and letters "clause (aa),”, shall be inserted;

(ii) after the words and figures “or section 98” , the
words, figures and letters “or complies with the provisions 
of section 64VA as to| the excess of the value of his assets 
over the amount of his liabilities” shall be inserted. J 30

3. In section 3A of the principal Act, in sub-section (2), for the 
words “which shall not exceed one thousand rupees for each class 
of insurance business, but may vary according to the volume of 
business done by the insurer in India in each class of insurance 
business to which the registration relates” , the following shall be 35 
substituted, namely:—

“which may vary according to the total gross premium 
written direct in India, during the year preceding the year in 
which the application is required to be made under this 
fectlon, • * * * * 40
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by the insurer in the class oi insurance business * * to which 
tET registration relates but shall not—

(i) exceed one-fourth of one per cent, of such premium 
income,

(ii) be less, in any case, than five hundred rupees for 
each class of insurance business:

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

4. In section 6A of the principal Act,—
'Amend-

(a) after sub-section (10), the following s u b - s e c t i o n  shall m e n t  of
be inserted, namely:— section 6A.

“ (11) The provisions of this section, except those of 
sub-sections (7), (8) and (9), shall, on and from the com­
mencement of the Insurance (Amendment) Act, 1968, also 
apply to insurers carrying on general insurance business 
subject to the following modifications, namely: —

(i) that references in sub-sections (1), (3), (5) and 
(f>) to the Insurance (Amendment) Act, 1950, shall be 
construed as references to the Insurance (Amendment)
Act, 1968; and

(ii) references in sub-section (10) to sub-sections
(7) and (8) shall be omitted.” ;

(b) the Explanation shall be re-numbered as Explanation 1
thereof and, after Explanation 1, as so re-numbered, the follow­
ing shall be inserted, namely:— ,

‘Explanation 2.—The provisions of Explanation 1 shall, 
in their application, after the commencement of the Insur­
ance (Amendment) Act, 1968, to insurers carrying on general 
insurance business, be subject to the modification that for 
sub-clauses (a) and (b) of clause (ii) thereof, the following 
shall be substituted, namely: —

“ (a) by a company of which such person is a mem­
ber holding more than ten per cent, of the paid-up 
share capital, or”.’
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Amend­
ment of 
section 
6B.

Amend­
ment of 
section 7.

5. In section 6B of the principal Act, after sub-section (3), the 
following sub-section shall be inserted, namely:—

“ (4) The provisions of this section shall, on and from the 
commencement of the Insurance (Amendment) Act, 1968, also 
apply to insurers carrying on general insurance business.”. 5

6. In section 7 of the principal Act,—
(a) in sub-section (1),—

(i) for clauses (a) to (1), the following clauses shall be, 
substituted, namely: —

“ (a) where his total gross premium written direct I0 
in India in respect of general insurance business in any 
calendar year commencing after the 31st day of Decem­
ber, 1967, did not exceed rupees one crore, a sum of 
rupees ten lakhs,

(b) where his total gross premium written tiirect 
in India in respect of general insurance business during( 
any calendar year referred to in clause (a) exceeded 
rupees one crore, a sum of rupees twenty lakhs:
(ii) in the proviso, for the words “ten thousand 

rupees”, the words ‘‘one hundred thousand rupees” shall be 20 
substituted;

(iii) after the proviso, the following further proviso 
shall be inserted, namely: —

“Provided further that in respect of an insurer not 
having a share capital and carrying on only such 25 
insurance business as in the opinion of the Central, 
Government is not carried on ordinarily by insurers 
under separate policies, the Central Government may, 
by notification in the Official Gazette, order that the 
provisions of this sub-section shall apply to such 3° 
insurer with the modification that instead of the sum 
of rupees twenty lakhs or rupees ten lakhs, as the case 
may be, the deposit to be made by such insurer shall be 
such amount, being not less than one hundred and fifty 
thousand rupees, as may be specified in the said order.” ; 35

(b) after sub-section (1), the following sub-sections shall 
be inserted, namely:—

‘ (1A) (i) An insurer, who holds immediately before the 
commencement of the Insurance (Amendment) Act, 1968, ,
3 valid certificate of registration in respect of any class of



insurance business and who has deposited and kept deposit­
ed a sum which is less than the sum required to be de­
posited under sub-section (1) may make deposit of the sum 
which is equal to the difference between the sum already 
deposited and kept deposited and the sum required to be 
deposited under sub-section (1), in not more than five 
instalments, of which—

(a) the first shall be not less than one-fifth of 
the said sum and shall be paid before the expiry of one 
year from such commencement,

(b) the second shall be not less than one-fourth of
the balance left after making the deposit under clause
(a) and shall be paid before the expiry of two years 
from such commencement,

(c) the third shall be not less than one-third of the 
balance left after making the deposit under clauses (a) 
and (b). and shall be paid before the expiry of three 
years from such commencement, *

(d) the fourth shall be not less than one-half of 
the residue and shall be paid before the expiry of four 
years from such commencement, and

(e) the balance shall be paid before the expiry of 
five years from such commencement.
(ii) An insurer referred to in clause (a) of sub­

section (1), the total gross premium written direct by whom 
in India in any calendar year in respect of general insurance 
business exceeds for the first time rupees one crore, shall 
make deposit of the sum which is equal to the difference 
between the sum already deposited and kept deposited by 
him, as at the end of such calendar year, and the sum of 
rupees twenty lakhs, in not more than five equal annual 
instalments, the first of which shall be made on or before 
the 31st day of December of the year immediately follow­
ing the year in which the total gross premium written 
direct by him in India exceeded rupees one crore, and 
nothing in clause (i) of this sub-section shall apply to such 
insurer after the end of the calendar year during which the 
gross premium written direct by him in India exceeded
rupees one crore.

(IB) Notwithstanding anything contained in sub­
section (I), it shall be sufficient compliance with the provi­
sions of sub-section (1) in the case of a group of insurers 
operating in India as a group (hereafter in this Act refer­
red to as a “group”) if the total amount 9,f the deposit

5
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made by all the insurers in the group is not less than th«
amount which the group, if considered to be a sing'e insurer, 
would have been required to deposit under sub-section (1):

Provided that the deposit made by each insurer in the 
group is not less than that proportion of the total deposit 5 
required to be made under this sub-section as the propor­
tion of his share of the risk on each policy issued by the 
group bears to the total risk on that policy.

Explanation.—For the purposes of this section and 
section 64VA, a group shall be deemed to be operating as 10 
such in India if the following conditions are fulfilled, 
namely: —

(a) no insurer in the group has commenced car­
rying on insurance business in India after the com­
mencement of the Insurance (Amendment) Act, 1968; 15

(b) all the insurers in the group are registered for 
the same class or classes of insurance business;

(c) there is an agreement between all the insur­
ers in the group to function as a group in respect of 
their business in India, and such agreement provides 20 
that the proportionate share of each insurer in the total 
risk on every policy issued by the group shall be such
as may be mentioned therein and that such proportion 
shall be the same for all policies in all the classes of 
insurance policies issued by the group; 25

(d) the agreement referred to in clause (c) has 
been filed with the Controller within thirty days from 
the date of its execution:

Provided that if the Controller is satisfied that any 
insurer was prevented by sufficient cause from filing 30 
such agreement within the specified time, he may, by 
order, allow the insurer to file such agreement within 
a period of thirty days from the date of his order;

(e) every policy issued by the insurers in the 
group mentions, on the face of the policy, the names 35 
of all the members of the group and the proportion of 
the risk for which each member is liable;

(f) the insurers in the group function with com­
mon offices, common officers, not being directors or 
members of any Board of management, and common 40 
•taflf within India;
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(g) all the expenses In India of the Insurance busi­

ness (but excluding expenses solely relating to Any 
Board of management; whether set up for the purpose 
of managing the insurance business or not,) are shared 

j  by the insurers in the group in the proportion in which
the risks are shared by and between them.
(IC) When a group of insurers ceases to be a group,

•very insurer in that group who continues to carry on any
class of insurance business in India shall, unless he has

10 joined another group within a period of six months Jxom
the date of cessation of the previous group and has complied v 
with all the provisions of this section, comply with the 
requirements oi sub-section (!) as if he had not been an 
insurer in any group at any time and he shall pay, within 

t j  a period of six months from the date of such cessation *
**, in a lump sum, the amount of the instalments of 
deposit which he would have been required to make under 
sub-section (1A) before the date of such cessation • * 
had he not been an insurer in any group at any time, re- 

ao duced by the amount of deposit, if any, made by him after
the commencement of the Insurance (Amendment) Act, 
1068.

(ID) The Central Government may, at its discre#>n, 
extend the time for making any deposit or instalment of 
deposit required to be made by any insurer under the pro­
visions of sub-sections (1), (1A), (IB) and (1(J) by a period 
of not more than six months at a time:

Provided that not more than two extensions shall be 
given in respect of any deposit or instalment of deposit re 

j0 quired to be made by an insurer.
1 (IE) Where a group of insurers is operating in India

as a group, such insurers may, notwithstanding anything 
contained in section 32A, have common officers and com­
mon staff within India.’ ;
(c) in sub-section (2), the words “any class of" and the 

33 words “as the deposit for that class of insurance business” shall
be omitted;

(d) for sub-sections (3), (4), (5) and (6) the following 
sub-sections shall be substituted, namely: —

“ (3) Where the deposit is to be made by an insurer not
10 carrying on insurance business in India immediately bsfore

1953 (B)LS 3



the commencement of the Insurance (Amendment) Act, 
1968, a deposit of rupees ten lakhs shall be made before 
the application for registration is madie, and the provisions 
of clause (ii) of sub-section (1A) shall apply to such ( 
insurer alter his registration as they apply to an insurer J 
specified in clause (o) oi sub-section (1).

(4) An insurer shall not be registered for any class of
insurance business in addition to the class or classes for 
which he is already registered until the full deposit re­
quired under sub-section (J) has been made. 10

(5) Where an insurer who intends to become a mem­
ber of a group, does not carry on all the classes of insur­
ance business carried on by the other insurers in such 
group, or, where out of the several insurers who desire to 
form themselves into a group, any insurer does not carry 15 
on all the classes of insurance business carried on by the 
other insurers who desire to form themselves into the 
group, such insurer may be registered for that class or those 
classes of insurance business which is or are carried on 
by * the other insurers of the group or the proposed group, 20 
as the case may be, and where any application for registra­
tion* is made by any such insurer, the Controller may, 
notwithstanding anything contained in sub-section (2A) of 
section 3 or sub-section (4), register such insurer lor one
or more additional classes of insurance, if the following 25 
conditions are fulfilled, namely: —

(a) the Controller is satisfied that registration for
the proposed one or more additional classes of insur­
ance business would qualify the insurer to become a 
member of a group; 30

(b) agreements have been executed by all the in­
surers in the group or proposed group as the case may 
be, and such agreements, in the opinion of the Control­
ler, satisfy the requirements of the Explanation to sub­
section (IB ) ; and 35

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



(6) The Controller dull cancel the registration made
in pursuance of the provisions of sub-section (S), if the 
Insurer referred to therein fails to become, within a period 
of three months from the date of such registration, a

5 member of the group or proposed group, as the case may
be, and, where such registration has been cancelled, the
provisions of this Act shall apply to the insurer as if he
had not been registered for the class or classes of insurance 
business in relation to which his registration has been can-

i o celled.” .

7. For section 9 of the principal Act, the following section shall Substi-
be substituted, namely:— tution

of new 
section for

% section 9.
“9. Where an insurer has ceased to carry on in India all Refund of 

classes of insurance business, and his liabilities in India in res- deposit.
iS pect of all classes of insurance business have been satisfied or

are otherwise provided for, the court may, on the application 
of the insurer, order the return to the insurer of the deposit 
made by him under this Act.".

8. In section 10 of the principal Act, in sub-section (I ),— Amend-

ao (i) for the words, brackets, letters and figures “classes
specified in clauses (a), (b), (c), and (d) of sub-section (1) 
of section 7”, the words “following classes, namely, life insur­
ance, fire insurance, marine insurance or miscellaneous insur­
ance” shall be substituted;

25 (ii) for the words, brackets and letter “the class specified in
clause (d) of  that sub-section” , the words “miscellaneous in­
surance” shall be substituted; .

(iii) for the words, brackets and letter “each such sub-class 
of the class specified in clause (d) ”, the words “each of such sub-

?o classes of miscellaneous insurance business” shall be substituted.
(iv) in the proviso, for the words, brackets, letter and 

| figures “the class of insurance business specified in clause (d)
! of sub-section (1) of section 7” , the words “miscellaneous in­

surance business” shall be substituted.

35 9. In section 11 of the principal Act, in sub-section (J), in clause AjMa4>
(b), for the words, brackets, letters and figures “the classes spec)- mmio* 
fied in clauses (a), (b) and (c) of sub-section (!) of section , s on .
the words “the following classes, namely, life insurance, fire ms - 
ance or marine insurance” shall be substituted.
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10. In section 21 of the principal Act, in sub-section (1), in 
clause (<2), after the words, figures and letter “or section 28A”, the 
words, figures and letters “or section 28B or section 64V” shall be 
inserted.

11. After section 27A of the principal Act, the following section 5 
shall be inserted, namely:—

“27B. (1) No insurer carrying on general insurance business 
shall, after the commencement of the Insurance (Amendment) 
Act, 1968, invest or keep invested any part of his assets other­
wise than in any of the following approved investments, 10 
namely:— 0 \

(a) the investments specified in clauses (a) to (e), • 
(n), (q) and (r) of sub-section (1) of section 27A;

(b) debentures secured by a first charge on any immov­
able property, plant or equipment of any company which has 15 
paid interest in full for the three years immediately preced­
ing or for at least three out of the four or five years imme­
diately preceding on such or similar debentures issued by it;

(c) debentures secured by a first charge on any im­
movable property, plant or equipment of any company 20 
where either the book value .or the market value, whichever
is less, of such property, plant or equipment is more than 
twice the value of such debentures;

(d) first debentures secured by a floating charge on all 
its assets or by a fixed charge on fixed assets and floating 2f  
charge on all other assets of any company which has paid 
dividends on its equity shares for the three years immediate­
ly preceding or for at least three out oi the four or five' 
years immediately preceding the date of the investment;

(e) preference shares of any company which has paid 
dividends on its equity shares for.the three years imme­
diately preceding or for at least three out of the four or five 
years immediately preceding;

(f) preference shares of any company on which divi­
dends have been paid for the three years immediately pre­
ceding or for at least three out of the four or five years im­
mediately preceding and which have priority in payment 
over all the equity shares of the oompany in winding up;|

30

35
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(g) shares of any company which have been guaranteed 

by another company, such other company having paid divi­
dends on its equity shares for the three years immediately 
preceding or for at least three out of the four or five years 
immediately preceding:

Provided that the total amount of shares of all the com­
panies under guarantee by the guaranteeing company is 
not in excess of fifty per cent; of the paid-up amount of pre­
ference and equity shares of the guaranteeing company;

(h) shares of any company on which dividends of not 
less than four per cent, including bonus have been paid for 
the three years immediately preceding or for at least three 
out of the four or five years immediately preceding;

(i) first mortgages on immovable property situated in 
India or in any other country where the insurer is carrying 
on insurance business:

Provided that the property mortgaged is not leasehold 
property with an outstanding term of less than fifteen years 
and the value of the property exceeds by one-third, or if it 
consists of buildings, exceeds by one-half, the mortgag# 
money;

(j) such other investments as the Central Government 
may, by notification in the Official Gazette, declare to be 
approved investments for the purposes of this section.
(2) Any prescribed assets shall, subject to such conditions, 

if any, as may be prescribed, be deemed to be assets invested 
or kept invested in approved investments specified in sub­
section (1).

(3) Notwithstanding anything contained in sub-section (1), 
an insurer * * * may, subject to the provisions contained in 
the next succeeding sub-sections, invest or keeip invested 
any part of his assets otherwise than in an approved investment 
specified in sub-section (1), if,—

(i) after such investment, the total amounts of all such 
investments of the insurer do not exceed twenty-five 
per cent, of his assets, and

(it) the investment is made, or, in the case of any in­
vestment already made, the continuance of such investment 
is with the consent of all the directors, other than the direc­
tors appointed under section 34C, present at a meeting 
and eligible to vote, special notlce'o* which hts been given
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to all th« directors then in India, and all such investment!, 
including investments in which any director is interested, 
are reported without delay to the Controller with full de­
tails of the investments and the extent of the director’s in­
terest in any such investment: 5

Provided that the making, or the continuance, of such in-* 
vestment is not objected to by any director appointed under! 
section 34C.

(4) An insurer shall not invest or keep invested any part
of his assets in the shares of any one banking company or in- 10
vestment company more than—

(a) ten per cent, of his assets, or

(b) two per cent, of the subscribed share capital and*
debentures of the banking company or investment company 
concerned, 15

whichever Is less.
(5) An insurer shall not invest or keep invested nny part

of his assets in the shares or debentures of any one company
other than a banking company or investment company more 
than— 2o

(a) ten per cent, of his assets, or
(b) ten per cent, of the subscribed share capital and 

debentures of the company,
whichever is less:

Provided that nothing in this sub-section shall apply to any* 25
investment made by an insurer in the shares of any other in­
surer if such other insurer is a company within the meaning of 
section 3 of the Companies Act, 1956, and carries on insurance 1 •* 
or re-insurance business In India.

((5) An insurer shall not invest or keep invested any part 30
of his assets in the shores or debentures of any private com­
pany.

(7) Where an investment is in partly paid-up shares, the 
uncalled liability on such shares shall be added to the amount 
Invested for the purpose of computing the percentages referred '5  
to in clause (a) of sub-section (4) and clause (a) of sub­
section (5).

(8) Notwithstanding anything contained In sub-section* (4) 
and (5), where new shares are Issued to the existing sharehol­
ders by a company, the existing shares of which are covered by 40 
clause (e) or clause (g) or clause (h) of sub-section (1) and



oi which an iiuurer is already a shareholder, the insurer may 
subscribe to such new shares: •

Provided that the proportion of new shares subscribed by 
him does not exceed the proportion which the paid-up amount 
on the shares held by him immediately before such subscription 
bears to the total paid-up capital of the company at the time of 
such subscription.

(9) If, on an application submitted to the Controller, he is 
satisfied that special grounds exist warranting such exemption, 
he may, for such period, to such extent and in relation to such 
particular investments and subject to such conditions as may 
be specified by him in this behalf, exempt an insurer from all 
or any of th<e provisions of sub-sections (4), (5) and (8).

(10) An insurer shall not keep more than ten per cent, of his 
assets in fixed deposit or current deposit, or partly in fixed de­
posit and partly in current deposit, with any one banking com­
pany or with any co-operative society registered under the Co­
operative Societies Act, 1912 or under any other law for the 
time being in force and doing banking business:

Provided that in applying this sub-section to the amount in 
deposit with a banking company on any day, all the premiums 
credited during the preceding sixty days, to the account of the 
insurer with such banking company and the amounts deposited, 
during the preceding thirty days, by such insurer with that 
banking company for payment of claims or out of re-insurance 
recoveries, shall be excluded.

(11) All assets shall (except for a part thereof not exceed­
ing one-tenth of the total assets in value which may, subject to 
such conditions and restrictions as may be prescribed, be offer­
ed as security for any loan taken for purposes of any invest­
ment or for payment of claims, or which may be kept as secu­
rity deposit with the banks for acceptance of policies) be held 
free of any encumbrance, charge, hypothecation or lien.

(12) If at any time the Controller considers any one or more 
of the investments constituting an insurer’s assets to be unsuit­
able or undesirable, he may, after giving the insurer an oppor­
tunity of being heard, direct the insurer to rea’ise the invest­
ment or investments, and the insurer shall comply with the 
direction within such time as may be specified in this behalf 
by the Controller.

(13) Every insurer in existence at the commencement of the 
Insurance (Amendment) Act, 1908, whose investments or any part
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thereof at such commencement do or does not fulfil the require­
ments of this section, shall, within ninety days from such com* 
mencement, submit to the Controller a report specifying all 
such investments, and, if the Controller is satisfied that it will 
not be in the interest of the insurer or any class of insurer* 5 
generally to realise any such investments, he may, by order, 
direct that the provisions of this section, other than the provi­
sions contained in sub-section (12), shall not apply in relation to 
•ny such investments or to any class of investments generally 
for such period or periods as may be specified in the order. *®

(14) Without prejudice to the powers conferred on the Con­
troller by sub-section (12), nothing contained in this section shall 
be deemed to require any insurer to realise any investment made 
in conformity with the provisions of sub-section ( /)  after the 
commencement of the Insurance (Amendment) Act, 1968, which, 15 
after the making thereof, has ceased to be an approved investment 
within the meaning of this section.

(15) Nothing contained in this section shall be deemed to 
affect in any way the manner in which any moneys relating to 
the provident fund of any employee or to any security taken 20 
from any employee or other moneys of a like nature are requi­
red to be held by or under any Central, Provincial or State Act.

(16) In this section, unless the context otherwise requires, 
“assets” means—

(o) in the case of an insurer carrying on life insurance 25 
business in India, all his assets required to be shown under 
the column “Other Classes of Business” in the balance-sheet 
in Form A, in Part II of the First Schedule, but excluding 
any items against the head “Other Accounts (to be speci­
fied)"; 3*

(b) in the case of an insurer specified in sub-clause (a)
(ii) or sub-clause (b) of clause (9) of section 2, who is not 
carrying on life insurance business in India, all his assets re­
quired to be shown in the balance-sheet in Form A in Part
II of the First Schedule but excluding any items against the 35 
head “Other Accounts (to be specified)” ; and

(c) in the case of any other insurer, the assets required 
to- be shown in the statement in Form AA, in Part II of the 
First Schedule, but excluding office furniture,

but does not include any assets specifically held against any fund 
or portion thereof In respect of which the Controller is satisfied
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thkt such fund or portion thereof, as the case may bfe, is regulfc* 
ted by the law of any country outside India or in respect of 
which the Controller is satisfied that it would not be in the in­
terest of the insurer to apply the provisions of this section.’.

3 12. After section 28A of the principal Act, the following section
Of IM
sect] 
28B.

shall be inserted, namely:— of newsection

“28B. (I) Every insurer carrying on general insurance Returns 
business, shall, every year, within thirty-one days from the be- merits*31" 
ginning of the year, submit to the Controller a return in the relating 
prescribed form showing as at the 31st day of December of the J ŝetland 
preceding year the investments made out of his assets referred changes 
to in, section 27B, and every such return shall be certified by a herein, 
•principal officer of the insurer.

(2) Every insurer referred to in sub-section (i) shall also
15 submit to the Controller a return in the prescribed form showing

all the changes that occurred in the investments aforesaid dur­
ing each of the quarters ending on the last day of March, June, 
September and December within thirty-one days from the close 
of the quarter to which it relates, and every such return shall 

20 be certified by a principal officer of the insurer.

(3) Every insurer shall submit, along with the returns re­
ferred to in sub-sections (1) and (2), a statement, where any 
part of the assets are in the custody of a banking company, from 
that company, and in any other case, from the Chairman, two 
directors and a principal officer, if the insurer is a company, or 
from a principal officer of the insurer, if the insurer is not a 
company, specifying the assets, which are subject to a charge 
and certifying that the other assets are held free of any encum­
brance, charge, hypothecation or lien, and every such statement 
after the first shall also specify the charges created in respect 
of any of those assets since the date of the statement imme­
diately preceding, and, if any such charges have been liquidat­
ed, the date on which they were so liquidated.”.

13. In section 30 of the principal Act, after the word, figures and Amend- 
35 latter “section 27A”, the word, figures and letter section 27B 

shall be inserted.
1955 (B) L S —6.
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Amend. 14. In section 31A oi the principal Act, in clause (trii) oi the
mentof proviso to sub-section (2), the words ", such bonus, in the case oi any
section employee, not exceeding in amount the equivalent of his salary for a
31A. period which, in the opinion of the Central Government, is reason­

able having regard to the circumstances of the case” shall be omit- 5 
ted.

Amend- 15* I*1 section 33 of the principal Act,—
ment °* (i) after sub-section (1), the following sub-section shall be
■ection 33. inserted> namel y :_

“ (1A) Notwithstanding anything to the contrary con- 10 
tained in section 235 of the Companies Act, 1956, the Control- , 0f ,95S) 
ler may, at any time, and shall, on being directed so to do by
the Central Government, cause an inspection to be made by
one or more of his officers of any insurer and his books and
accounts; and the Controller shall supply to the insurer a 15
copy of his report on such inspection.” ;

(ii) in sub-section (2), after the words, brackets and figure 
“under sub-section (I )” , the words, brackets, figure and letter 
**, or inspection under sub-section (1A) s h a l l  be inserted;

(tit) in sub-section (3), after the words, brackets and figure 20 
‘‘under sub-section (I )” , the words, brackets, figure and letter 

‘k, or inspection under sub-section (1A )” shall be inserted;

(iv) after sub-section (3), the following sub-section shall 
be inserted, namely:—

“ (3A) The Controller shall, if he has been directed by 25 
the Central Government to cause an inspection to be made, 
and may, in any other case, report to the Central Govern­
ment on any inspection made under this section.” ;

(t>) in sub-section (4), after the words, brackets and figure 
“under sub-section (I)” , the words, brackets, figure and letter 30 
“ or under sub-section (3A )” shall be inserted;

(vi) after sub-section (4), the following sub-sections 
and explanation shall be inserted, namely:—

*(4A) The Central Government may, after giving rea­
sonable notice to the insurer, publish the report submitted 35 
by the Controller under sub-section (3A) or such portion 
thereof as may appear to it to be necessary.
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(4B) The Central Government may prescribe the mini­

mum information to be maintained by insurers in their 
books, the manner in which such information should be 
maintained, the checks and other verifications to be adopted 

5 by insurers in that connection and all other matters inciden­
tal thereto as are, in its opinion, necessary to enable the 
Controller to discharge satisfactorily his functions under 
this section.

Explanation.—For the purposes of this section, the expression 
xo “insurer” shall include—

(i) in the case of an insurer incorporated outside India, all 
his branches in India, and

(ii) in the case of an insurer incorporated in India—
(a) all his subsidiaries formed for the purpose of carry-

15 ing on the business of insurance exclusively outside India;
and * *  * ,

(b) all his branches whether situated in India or out­
side India.’.

16. After section 33 of the principal Act, the following headings Inaer-
ao and sections shall be inserted:— °*^  new fee-

tiona 33A,
34, 34A,
34B, 34C,
34D, 34E,
34F.34G
and 34H.

“ A ppointm en t o f  S t a f f  
33A. The Central Government or the Controller may ap- power to 

point such staff, and at such places as it or he may consider a p p o in t 
necessary, for the scrutiny of the returns, statements and infor- 8̂ ®̂ s- 
mation furnished by insurers under this Act and generally to 
ensure the efficient performance of the functions of the Control­
ler under this Act.

P o w er  to issu e  directions

34. (1) Where the Controller is satisfied that— Pow er
* , . , the Cod* *(a) in the public interest; or troller to

(b) to prevent the affairs of any insurer being conduc- UBVLt dir. 
ted in a manner detrimental to the interests of the policy- ectiona. 
holders or in a manner prejudicial to the interests of th« 
insurer; or

(c) generally to secure the proper management oi any
insurer, • .

it is necessary to issue directions to insurers generally or to any 
insurer in particular, he may, from time to time, issue such 
directions as he deems fit, and the insurers or the insurer, as

30
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the case may be, shall be bound to comply with such directions: 
Provided that no such direction shall be issued to any in-t 

surer in particular unless such insurer has been given a reason-1 
able opportunity of being heard. I

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

C o n trol  over m a n a g e m e n t  jq

34A. (2) In the case of an insurer,—
(a) no amendment made after the commencement of 

the Insurance (Amendment) Act, 1968, of any provision re­
lating to the appointment, re-appointment, termination of 
appointment or remuneration of a managing or whole-time i5 
director, or of a manager or a chiei executlve^ftlcer, by 
whatever name called, * * * whether that provision be con­
tained in the insurer’s memorandum or articles of 
association, or in an agreement entered into by him, or in 
any resolution passed by the insurer in general meeting or 20 
by his Board of directors shall have effect unless approved
by the Controller;

(b) no appointment, re-appointment or termination of 
appointment, made after the commencement of the Insur­
ance (Amendment) Act, 1968, of a managing or whole-time 25 
director, or a manager or a chief executive officer, by 
whatever name called, * * * shall have effect unless such 
appointment, re-appointment or termination of appoint­
ment is made with the previous approval of the Controller.
Explanation.—For the purposes of this sub-section, any pro- 3o 

vision conferring any benefit or providing any amenity or per­
quisite, in whatever form, whether during or after the termina­
tion of the term of office of the manager or the chief executive 
officer, by whatever name called, or a managing or whole-time 
director, shall be deemed to be a provision relating to his re- 35 
numeration.

(2) Nothing contained in sections 268 and 269, the proviso 
to sub-section (3) of section 309, sections 310 and 311, the pro­
viso to section 387, and section 388 (in so fax' as section 388 
makes the provisions of sections 310 and 311 apply in relation 40 
to the manager of a company) of the Companies Act, 1956, shall 
apply to any matter in respect of which the approval of the Con­
troller has to be obtained under sub-section (1).

1 of 1956



(3) No act done by a person as a managing or whole-time 
director or a director not liable to retire by rotation or a manager 
or a chief executive officer, by whatever name called,
* * * * shall be deemed to be invalid on the ground that it 
is subsequently discovered that his appointment or re-appoint­
ment had not taken effect by reason of any of the provisions of 
this Act; but nothing in this sub-section shall be construed as 
rendering valid any act done by such person after his appoint­
ment or re-appointment has been shown to the insurer not to 
have had effect.

34B. (1) Where the Controller is satisfied that in the public ptowerof 
interest or for preventing the affairs of an insurer being conduct- Control- 
ed in a manner detrimental to the interests of the policy-holders *er t0 
or for securing the proper management of any insurer it is jjS^age- 
necessary so to do, he may, for reasons to be recorded in writ- rial 
ing, by order, remove from office, with effect from such date ft-om 
as may be specified in the order, any director or the chief execu- o f f ic e , 

tive officer, by whatever name called, * * * * ojt the insurer.
(2) No order under sub-section (1) shall be made unless 

the director or chief executive officer * * * concerned has been 
given a reasonable opportunity of making a representation to 
the Controller against the proposed order:

Provided that if, in the opinion of the Controller, any delay 
would be detrimental to the interests of the insurer or his policy­
holders, he may, at the time of giving the opportunity aforesaid 
or at any time thereafter, by order direct that, pending the con­
sideration of the representation aforesaid, if any, the director 
or, as the case may be, chief executive officer * * *, shall not, 
with effect from the date of such order,—

(a) act as such director or chief executive officer
* * * of the insurer;

(b) in any way, whether directly or indirectly, be con­
cerned with, or take part in, the management of the insu­
rer.
* * * * * *
(3) Where any order is made in respect of a director or 

c h ie ? ~ executive officer * * * * of an insurer under sub-section
(1), he shall cease to be a director or, as the case may be, chief 
executive officer * * * of the insurer and shall not, in any way, 
whether directly or indirectly, be concerned with, or take part 
in, the management of any insurer for such period not exceed­
ing five years as mav be specified m the order.
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(4) If any person in respect of whom an order is made by 
the Controller under sub-section (I) or under the proviso to sub­
section (2) contravenes the provisions of this section, he shall 
be punishable with fine which may extend to two hundred and 
fifty rupees for each day during which such contravention con- 5 
tinues.

(5) Where an order under sub-section (1) has been made,
the Controller may, by order in writing, appoint a suitable per­
son in place of the director or chief executive officer * * * who 
has been removed from his office under that sub-section, with 10 
effect from such date as may be specified in the order.

(6) Any person appointed as director or chief executive 
officer** * * under this section shall,—

(a) hold office during the pleasure of the Controller and 
subject thereto for a period not exceeding three years or 15 
such further periods not exceeding three years at a time as 
the Controller may specify;

(b) not incur any obligation or liability by reason only 
of his being a director or chief executive officer
* '* * or for anything done or omitted to be done *• 
in good faith in the execution of the duties of his office or in 
relation thereto.
(7) Notwithstanding anything contained in any law or in 

any Contract, memorandum or articles of association, on the re­
moval of a person from office under this section, that person shall *5 
not be entitled to claim any compensation for the loss or termi­
nation of office.

34C. (I) If the Controller is of opinion that in the public in­
terest or in the interests of an insurer, or his policy-holders it 
is necessary so to do, he may, from time to time, by order in 3® 
writing, appoint, with effect from such date as may be specified 
in the order, one or more persons to hold office as additional 
directors of the insurer:

Provided that the number of additional directors so appoint­
ed shall not, at any time, exceed five or one-third of the maxi- 35 
mum strength fixed for the Board by the articles of associa­
tion of the insurer, whichever is less.

(2) Any person appointed as additional director in pursu­
ance of this section,—

(o) shall hold office during the pleasure of the Control- 40 
ler, and subject thereto for a period not exceeding three
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years or such further periods not exceeding three years at A 
time as the Controller may specify;

(b) shall not incur any obligation or liability by reason 
only of his being a director or for anything done or omitted

4 to be done in good faith in the execution of the duties of
'  his office or in relation thereto; and

(c) shall not be required to hold qualification shares of 
the insurer.
(3) For the purpose of reckoning any proportion of the total 

io  number of directors of the insurer, any additional director ap­
pointed under this section shall not be taken into account.

34D. Any appointment or removal of a director or chief exe- Sections
cutive officer * * * in pursuance of section 34B or section 34C 34c  to** 
shall have effect notwithstanding anything to the contrary con- override 

i5 tained in the Companies Act, 1956, or any other law for the time
being in force or in any contract or any other instrument.

34E. * The Controller may,— Further
(a) caution or prohibit insurers generally or any insu- STcon- 

rer in particular against entering into any particular transac- trailer. 
20 tion or class of transactions, and generally give advice to

any insurer;
' (b) at any time, if he is satisfied that in the public 

interest or in the interests of the insurer or for preventing 
the affairs of the insurer being conducted in a manner 

25 detrimental to the interests of the insurer or his policy­
holders, it is necessary so to do, by order in writing and on 
such terms and conditions as may be specified therein,—

(i) require the insurer to call a meeting of his 
directors for the purpose of considering any matter rela­
ting to or arising out of the affairs of the insurer;3o

40

(ii) depute one or more of his officers to watch the 
proceedings at any meeting of the Board of directors of 
the insurer or of any committee or of any other body 
constituted by it; require the insurer to give an oppor­
tunity to the officers so deputed to be heard at such meet­
ings and also require such officers to send a report of sue 
proceedings to the Controller;

(iii) require the Board of directors of the insurer or
any committee or any other body constituted by it to give 
In writing to any officer specified by the Controller in th



Power of 
Controll­
er to
issue 
direc­
tions re­
garding 
re-insur­
ance trea­
ties, etc.

Power of 
Controller 
to order 
closure of 
foreign 
branches.

behalf at his usual address all notices of, and other com­
munications relating to, any meeting of the Board, com* 
mittee or other body constituted by it;

(iv) appoint one or more of. his officers to observe the 
manner in which the affairs of the insurer or of his offices 5 
or branches are being conducted and make a report there­
on;

(t>) require the insurer to make, within such time as 
may be specified in the order, such changes in the manage­
ment as the Controller may consider necessary. xo

* * * * * * *

34F. (I) Without prejudice to the generality of the powers 
conferred by sub-section (1) of section 34, the Controller may, if 
he is of opinion that the terms or conditions of any re-insurance 
treaty or other re-insurance contract entered into by an Insurer i5 
are not favourable to the insurer or are detrimental to the public 
interest, he may, by order, require the insurer to make, at the 
time when the renewal of such treaty or contract becomes next 
due, such modifications in the terms and conditions of such treaty 
or contract as he may specify in the order or not to renew such zo 
treaty or contract, and, if the insurer fails to comply with such 
order, he shall be deemed to have failed to comply with the 
provisions of this Act.

(2) The Controller may, if he has reason to believe that an 
insurer is entering into or is likely to enter into re-insurance 2S 
treaties or other re-insurance contracts which are not favour­
able to the insurer or are detrimental to the public interest, he 
may, by order, direct that the insurer shall not enter into such 
re-insurance treaty or other re-insurance contract unless a copy 
of such treaty or contract has been furnished to him in advance 
and the terms and conditions thereof have been approved by 
him and if the insurer fails to comply with such order he shall 
be deemed to have failed to comply with the requirements of 
this Act.

34G. * Without prejudice to the generality of the powers 
conferred by sub-section (1) of section 34, the controller may, if 
he has reason to believe that the working of any branch outside 
India of an insurer being an insurer specified in sub-clause (b) 
of clause (9) of section 2, is generally resulting in a loss or that
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the affairs of that branch are being conducted in a manner pre­
judicial to the interests of the policy-holders or the public in­
terest, he may, after giving an opportunity to the insurer of 
being heard, direct that the insurer shall cease, within such 
period, not being less than one year, as may be specified in the 
order, to carry on insurance business in the country in which 
such branch is situated and if the insurer fails to comply with 
such order he shall be deemed to have failed to comply with the 
provisions of this Act.

* * * * * * *
34H. (1) Where the Controller, in consequence of informa- Search

tion in his possession, has reason to believe that— and’ selmra
(a) any person who has been required under sub-sec­

tion (2) of section 33 to produce, or cause to be produced, 
any books, accounts or other documents in his custody or 
power has omitted or failed to produce, or cause to be pro­
duced, such books, accounts or other documents, or

(b) any person to whom a requisition to produce any 
books, accounts or other documents as aforesaid has been 
or might be issued will not, or would not, produce or cause 
to be produced, any books, accounts or other documents 
which will be useful for, or relevant to, an investigation 
under sub-section (1) of section 33 or an inspection under 
sub-section (1A) of that section, or

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

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

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

(f) any illegal rebate or commission has been paid or 
is likely to be paid by an insurer, or

(g) any books, accounts, receipts, vouchers, survey re­
ports or other documents, belonging to an insurer are 
likely to be tampered with, falsified or manufactured,

he may authorise any subordinate officer of his, not lower
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in rank than an Assistant Controller of Insurance (hereafter 
referred to as the authorised officer) to—

(i) enter and search any building or place where he has 
reason to suspect that such books, accounts or other docu­
ments, or any books or papers relating to any claim, re- 5 
bate or commission or any receipts, vouchers, reports or 
other documents are kept;

(ii) break open the lock of any door, box, locker, safe, 
almirah or other receptacle for exercising the powers 
conferred by clause (i) where the keys thereof are not 10 
available;

(iii) seize all or any such books, accounts or other 
documents, found as a result of such search;

(iv) place marks of identification on such books, 
accounts or other documents or make or cause to be made ]S 
extracts or copies therefrom.

(2) The authorised officer may requisition the services of 
*ny police-officer or of any officer of the Central Government, or 
of both, to assist him for all or any of the purposes specified in 
sub-section (1) and it shall be the duty of every such officer to 20 
comply with such requisition.

(3) The authorised officer may, where it is not practicable 
to seize any such book, account or other document, 
specified in sub-section (2), serve an order on the per­
son who is in immediate possession or control thereof 25 
that he shall not remove, part with or otherwise deal with it 
except with the previous permission of such officer and such offi­
cer may take such steps as may be necessary for ensuring com­
pliance with this sub-section.

(4) The authorised officer may, during the course of the 30
search or seizure, examine on oath any person who is found to 
be in possession or control of any books, accounts or other docu­
ments, and any statement made by such person daring such exa­
mination may thereafter be used in evidence in any proceeding 
under this Act. 35

(5) The books, accounts, papers, receipts, vouchers, reports, 
or other documents seized under sub-section (1) shall not be 
retained by the authorised officer for a period exceeding one
hundred and eighty days from the date of the seizure unless the
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JNieons for retaining the same are recorded by him in writing 
and the approval of the Controller for such retention is obtained:

Provided that the Controller shall not authorise the reten­
tion of the books, accounts, papers, receipts, vouchers, reports, or 

5 other documents for a period exceeding thirty days after all the 
proceedings under this Act for which the books, accounts, papers, 
receipts, vouchers, reports, or other documents are relevant are 
completed.

(6) The person from whose custody any books, accounts, 
io papers, receipts, vouchers, reports, or other documents are seized

under sub-section (I) may make copies thereof, or take extracts 
therefrom, in the presence of the authorised officer or any other 
person empowered by him in this behalf at such place and time 
as the authorised officer may appoint in this behalf.

i j  (7) If a person legally entitled to the books, accounts, papers,
receipts, vouchers, reports, or other documents seised under sub­
section (I) objects for any reason to the approval given by the 
Controller under sub-section (5), he may make an application to 
the Central Government stating therein the reasons for such ©b- 

20 jection and requesting for the return of the books, accounts,
papers, receipts, vouchers, reports, or other documents.

(8) On receipt of the application under sub-section (7), the 
Central Government may, after giving the applicant an oppor­
tunity of being heard, pass such orders as it thinks fit.

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

(10) The Central Government may make rules in relation 
to any search or seizure under this section; in particular, and 

,0 without prejudice to the generality of the foregoing power, such
rules may provide for the procedure to be followed by the autho­
rised officer,—

(i) for obtaining ingress into such building or place to 
be searched where free ingress thereto is not available;

- (ii) for ensuring safe custody of any books, ^counts,
papers, receipts, vouchers, reports, or other documents seized
under this section.”. - ~ *
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17. After section 37 of the principal Act, the following section 
shall be inserted, namely: —

“37A. (i) If the Controller is satisfied that—
(i) in the public interest; or
(ii) in the interests of the policy-holders; or ^

(iii) in order to secure the proper management of an 
insurer; or

(iv) in the interests of the insurance business of the 
country as a whole,

it is necessary so to do, he may prepare a scheme for the amal- I0 
gamation of that insurer with any other insurer (hereafter 
referred to in this section as the transferee insurer):

Provided that no such scheme shall be prepared unless the. 
other insurer has given his written consent to the proposal fori 
such amalgamation. 115

(2) The scheme aforesaid may contain provisions for all or 
any of the following matters, namely:—

(a) the constitution, name and registered office, the 
capital, assets, powers, rights, interests, authorities and privi­
leges, and the liabilities, duties and obligations of the trans- 20 
feree insurer;

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

(c) any change in the Board of directors, or the appoint- 25 
ment of a new Board of directors of tht transferee insurer 
and the authority by whom, the manner in which, and the 
other terms and conditions on which, such change or appoint­
ment shall be made and, in the case of appointment of a new 
Board of directors or of any director, the period for which 3° 
such appointment shall be made;

(d) the alteration of the memorandum and articles of
association of the transferee insurer for the purpose of alter­
ing the capital thereof or for such other purposes as may be 
necessary to give effect to the amalgamation; 35

(e) subject to the provisions of the scheme, the conti­
nuation by or against the transferee insurer, of any actions 
or proceedings pending against the insurer;

(f) the reduction of the interest or rights which the 
shareholders, policy-holders and other creditors have in or 40
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against the insurer before the amalgamation to such extent 
as the Controller considers necessary in the public interest 
or in the interests of the shareholders, policy-holders and 
other creditors or for the maintenance of the business of the 

5 insurer;

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

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

io (ii) where their interest or rights aforesaid in or
against the insurer has or have been reduced under 
clause (/), in respect of such interest or rights as so 
reduced;

(h) the allotment to the shareholders of the insurer 
for shares held by them therein before the amalgamation 
[whether their interest in such shares has been reduced 
under clause (f) or not] of shares in the transferee insurer 
and where any shareholders claim payment in cash and not 
allotment of shares, or where it is not possible to allot shares

20 to any shareholders the payment in cash to those share­
holders in full satisfaction of their claim—

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

(ii) where such interest has been reduced under 
clause (/) in respect of their interest in shares as so re­
duced;
(i) the continuance of the services of all the employees 

of the insurer (excepting such of them as not being work-
U of 1047. men within the meaning of the Industrial Disputes Act, 1947,

3<? are specifically mentioned in the scheme) in the transferee
insurer at the same remuneration and on the same terms and 
conditions of service, which they were getting or, as the case 
may be, by which they were being governed, immediately 
before the date of the amalgamation:

35 Provided that the scheme shall contain a provision that
the transferee insurer shall pay or grant not later than
the expiry of the period of three years, from the date ot
the amalgamation, to the said employees the same remune.
ration and the same terms and conditions of service as are 
applicable to the other employees of corresponding rank or

40 status of the transferee insurer subject to the qualifications

25



28
and experience of the said employees being the same as 6t  
equivalent to those of such other employees of the transferee 
insurer:

Provided further that if in any case any doubt or differ­
ence arises as to whether the qualification and experience 5 
of any of the said employees are the same as or are equiva­
lent to the qualifications and experience of the other em­
ployees of corresponding rank or status of the transferee 
insurer, the doubt or difference shall be referred to the Con­
troller whose decision thereon shall be final; 10

(j) notwithstanding anything contained in clause (i), 
where any of the employees of the insurer not being work­
men within the meaning of the Industrial Disputes Act, 
1947, are specifically mentioned in the scheme under clause
(i) or where any employees of the insurer have by notice in *5 
writing given to the insurer or, as the case may be, the 
transferee insurer at any time before the expiry of one 
month next following the date on which the scheme is sanc­
tioned by the Central Government, intimated their intention 
of not becoming employees of the transferee insurer, the 20 
payment to such employees of compensation, if any, to 
which they are entitled under the Industrial Disputes Act, 
1947, and such pension, gratuity, provident fund or other 
retirement benefits ordinarily admissible to them under the 
rules or authorisations of the insurer immediately before the 25 
date of the amalgamation;

(k) any other terms and conditions for the amalgama­
tion of the insurer;

(I) such incidental, consequential and supplemental 
matters as are necessary to secure that the amalgamation 3° 
shall be fully and effectively carried out.

(3) (a) A copy of the scheme prepared by the Controller 
Aall be sent in draft to the insurer and also to the transferee 
insurer and any other insurer concerned in the amalgamation,
for suggestions and objections, if any, within such period as the 35 
Controller may specify for this purpose.

(b) The Controller may make such modifications, if any, in 
the draft scheme as he may consider necessary in the light of the 
suggestions and objections received from the insurer and also 
from the transferee insurer, and any other insurer concerned in 
the amalgamation and from any shareholder, policy-holder or 40

14 of lMf.
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other creditor of each of those insurers and the transferee In­
surer.

(4) The scheme shall thereafter be placed before the Central 
Government for its sanction and the Central Government mav

5 sanction the scheme without any modification or with such modi­
fications as it may consider necessary; and the scheme as sanc­
tioned by the Central Government shall come into force on such
date as the Central Government may specify in this behalf:

Provided that different dates may be specified for different 
io provisions of the scheme.

(5) The sanction accorded by the Central Government 
under sub-section (4) shall be conclusive evidence that all the 
requirements of this section relating to amalgamation have 
been complied with and a copy of the sanctioned scheme certi-

15 fied in writing by an officer of the Central Government to be a
true copy thereof, shall, in all legal proceedings (whether in ap­
peal or otherwise) be admitted as evidence to the same extent as 
the original scheme. *

16) The Controller may, in like manner, add to, amend or 
20 vary any scheme made under this section.

(7) On and from the date of the coming into operation of 
the scheme or any provision thereof, the scheme or such provi­
sion shall be binding on the insurer or, as the case may be, on 
the transferee insure and any other insurer concerned in the

2- amalgamation and also on all the shareholders, policy-holders 
and other creditors and employees of each of those insurers and 
Of the transferee insurer, and on any other person having any 
right or liability in relation to any of those insurers or the trans­
feree insurer.

(8) On and from such date as may be specified by the Cen-
3° tral Government in this behalf, the properties and assets of the

insurer shall, by virtue of and to the extent provided in the 
scheme, stand transferred to, and vest in, and the liabilities of 
the insurer shall, by virtue of and to the extent provided in the 

35 scheme, stand transferred to and become the liabilities of, the
transferee insurer.

(9) If any difficulty arises in giving effect to the provisions 
of the scheme, the Central Government may by order do any­
thing not inconsistent with such provisions which appears to It

40 necessary or expedient for the purpose of removing the difll'
culty. .
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(10) Copies of every scheme made under this section and
of every order made under sub-section (9) shall be laid before 
each House of Parliament, as soon as may be, after the scheme 
has been sanctioned by the Central Government, or, as the case 
may be, the order has been made. 5

(11) Nothing in this section shall be deemed to prevent the
amalgamation with an insurer by a single scheme of several in­
surers. '

(12) The provisions of this section and of any scheme made 
under it shall have effect notwithstanding anything to the 10 
contrary contained in any other provisions of this Act or In any 
other law or any agreement, award or other instrument for the 
time being in force.

(13) The provisions of section 37 shall not apply to an 
amalgamation given effect to under the provisions of this sec- 15 
tion.” .

18. In section 40A of the principal Act, * in sub-section (3),—

(i) for the words, brackets and figures “Insurance
(Amendment) Act, 1950” , the words, brackets and figures 
“Insurance (Amendment) Act, 1968” shall be substituted; 20

(ii) for clauses (a) and (b ), the following clauses shall 
be substituted, namely: —

“ (a) where the policy relates to fire or marine insur­
ance, five per cent, of the premium payable on the policy, 
and ,25

* * * * * *

■ (b) where the policy relates to miscellaneous insur­
ance, ten per cent, of the premium payable on the policy.” * 

* * * * *  *
1#. In section 40C of the principal Act, in clause (b) of the 3° 

Explanation, after the words “ in India during the year**, the follow­
ing shall be inserted, namely:—

“ , but in computing the expenses of management in India 
the following, and only the following, expenses may be exclud­
ed, namely:— 35

(i) in the case of an insurer having his principal place 
of business in India, a share of head office expenses in respect 
of general insurance business transacted by him outside
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20

India not exceeding such percentage of his gross direct 
premium written outside India as may be prescribed,

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

io (iii) any expenses debited to profit and loss account
relating exclusively to the management of capital, and deal­
ings with shareholders and a proper share of managerial 
expenses calculated in such manner as may be prescribed, 
and

(iv) any expenses debited to claims in the revenue
account in Form F of Part II of the Third Schedule” .

20. In section 42 of the principal Act,— . .
Amend-

(a) in sub-section (J), for the words Mten rupees'’, the words ment of
“twenty-five rupees” shall be substituted; section

(b) in sub-section (3), for the words “ten rupees” , the 42- 
words “twenty-five rupees” and for the words “three rupees’*, 
the words “ten rupees” shall be substituted;

(c) in the proviso to sub-section (3A) , for the words “thirty 
rupees” , the words “seventy-five rupees" shall be substituted.

25 21. Section 48C of the principal Act shall be omitted. Omto-
sion of 
section 

48C-
22. After section 52G of the principal Act, the following heading Inser-

and sections shall be inserted, namely:— tionofnew
sec­
tions 
32H. 521, 
52J, 52K. 
52L, 52M

A c q u is itio n  o f  th e  u n d ertakin gs o f  in su re rs  in  c e r ta in  cases and 52N.

52H. (1) If, upon receipt of a report from the Controller, the power 
Central Government is satisfied that an insurer, ofCen-

30 (a) has persistently failed to comply with— Gktlem-
(i) any direction given to him under section 34, ment to

section 34F or section 34G, or
taking*
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(ii) any order made under section 34K; or
(b) is being managed in a manner detrimental to the 

public interest or to the interests of his policy-holders, or 
shareholders,

and that— 5
(i) in the public interest, or
(ii) in the interests of the policy-holders or shareholders 

of such insurer,
it is necessary to acquire the undertaking of such insurer* the 
Central Government may, by notified order, acquire the under- ,0 
taking of such insurer (hereafter in this section and in sec­
tions 521, 52J and 52N and in the Eighth Schedule referred to as 
the acquired insurer) with effect from such date as may be 
specified in the order (hereafter in this section and in sections 
521 and 52J and in the Eighth Schedule referred to as the ap- 15 
pointed day):

Provided that no undertaking of an insurer shall be ao 
acquired unless such insurer has been given a reasonable oppor­
tunity of showing cause against the proposed action.

Explanation.— For the purposes of this section and of sec- 2o 
tions 52i to 52N—

(a) “notified order” means an order published in the 
Official Gazette,

(b) “undertaking” , in relation to an insurer incorporat­
ed outside India, means the undertaking of the insurer in 25 
India.
(2) Subject to the other p.ovisions contained in this section

and in sections 521 to 52M, on the appointed day, * *
* * * all the assets and liabilities of the under­
taking of the acquired insurer shall stand transferred to, and vest 30 
mT'thT'Central Government.

(3) The * * * assets and liabilities of the under­
taking of the acquired insurer shall be deemed to include 
ngEtT powers, authorities and privileges and all property, whe­
ther movable or immovable, including, in particular, cash balan- 3 j  
ces, reserve funds, investments, deposits and all other interests 
and rights in, or arising out of, such property, as may be in the 
possession of, or held by, the acquired insurer immediately be­
fore the appointed day and all books, accounts and documents 
relating thereto, and shall also be deemed to include all debts, 40 
liabilities and obligations, of whatever kind, then existing of the 
acquired insurer.



33
(4) Notwithstanding anything contained in sub-section (2), 

the Central Government may, if it is satisfied that * * * all 
the assets and liabilities of the undertaking of the acquired 
insurer should, instead of vesting in the Central Government,

5 or continuing to so vest, vest in a corporation or company,
whether established under the scheme made under section 521 
or not (hereafter in this section and in sections 521 to 52N 
and in the Eighth Schedule referred to as the acquiring In ­
surer), * * * by order, direct that the assets and liabilities 

io of the said undertaking, * * * shall vest in the acquiring
insurer, either on the publication of the notified order or on 
such other date as may be specified in this behalf in the direc­
tion.

(5) Where the undertaking of the acquired insurer vests in
15 an acquiring insurer under sub-section (4), the acquiring in­

surer shall, on and from the date of such vesting, be deemed to 
have become the transferee of the acquired insurer and all the 
rights and liabilities in relation to the acquired insurer shall, 
on and from the date of such vesting, be deemed to have been

20 the rights and liabilities of such acquiring insurer.

(6) Unless otherwise expressly provided by or under this
section or sections 521 to 52M, all contracts, deeds, bonds, agree­
ments, powers of attorney, grants of legal representation and 
other instruments of whatever nature subsisting or having effect

25 immediately before the appointed day and to which the acquired
insurer is a party or which are in favour of the acquired insurer 
shall be of as full force and effect against or in favour, of the 
Central Government or, as the case may be, * the acquiring 
insurer, and may be enforced or acted upon as fully and effec* 

30 tually as if in the place of the acquired insurer the Central Gov­
ernment or the acquiring insurer had been a party thereto or 
as if they had been issued in favour of the Central Government 
or the acquiring Insurer, as the case may be.

(7) If on the appointed day, any suit, appeal or other pro-
35 ceedine. of whatever nature, is pending by or against the acquir­

ed insurer, the same shall not abate, be discontinued or be, in 
any way, prejudicially affected by reason of the transfer of the 
undertaking of the acquired insurer or of anything contained in 
this section or in sections 521 to 52M. but the suit, appeal or other

dQ proceeding may be continued, prosecuted and enforced by or
against the Central Government or the acquiring insurer, as the 
case may be- ;
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521. (1) The Central Government may make a scheme for 
carrying out the purposes of sections 52H and 52J to 52M (both 
inclusive) in relation to the acquired insurer.

(2) In particular, and without prejudice to the generality 
of the foregoing power, the said scheme may provide for all or 5 
any of the following matters, namely:—

(a) transfer of the undertaking, including the property,
assets and liabilities of the acquired insurer to an acquiring 
Insurer, and the capital, constitution, name and office of the 
acquiring insurer; 10

(b) the constitution of the first Board of management 
(by whatever name called) of the acquiring insurer and all 
such matters in connection therewith or incidental thereto 
as the Central Government may consider to be necessary or 
expedient;

' (c) the continuance of the services of all the employees
of the acquired insurer (excepting such of them as, not 

. being workmen within the meaning of the Industrial Dis­
putes Act,. 1947, are specifically mentioned in the scheme) 
in the Central Government or in the acquiring insurer, as 
the case may be, on the same terms and conditions, so far as 
may be, as are specified in clause (i) and (j) of sub-section
(2) of section 37A so far as they may apply;

(d) the continuance of the rights of any person who, on 
the appointed day, is entitled to, or is in receipt of, a pen- 25 
sion or other superannuation or compassionate allowance or 
benefit from the acquired insur'er or iny provident, pension 

. or other fund or any authority administering such fund 
to be paid by, and to receive from the Central Government 
or the acquiring insurer, as the case may be, or any provi- 30 
dent, pension or other fund or any authority administering 
such fund,' the same pension, allowance or benefit so long as 
he observes the conditions on which the pension, allowance 

, or benefit was granted, and if any question arises whether he 
has so observed such conditions, the question shall be deter- 35 
mined by. the Central Government and the decision of the 

-. ,9 entral Government thereon shall be final;

' '  •' - ' '  (ey the manner of payment to' the * * acquired
insurer in full satisfaction of his claim in relation to the
compensation payable in accordance with the provisions of 4® 

section .52J;
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(f) the provision, if any, for completing the effectual 
transfer to the Central Government or the acquiring insurer 
of any asset or liability which forms part of the undertak­
ing of the acquired insurer in any country outside Tndia;

5 (g) such incidental, consequential and supplemental
matters as may bo necessary to secure that the transfer of 
the undertaking, property, assets and liabilities of the acquir­
ed insurer to the Central Government or the acquiring 
insurer, as the case may be, is effectual and complete.

10 (3) The Central Government may, by notification in the
Official Gazette, add to, amend or vary any scheme made under 
this section.

(4) Every scheme made under this section shall be publish­
ed in the Official Gazette.

15 (5) Copies of every scheme made under this section shall
be laid before each House of Parliament as soon as may be after 
it is made.

(0) The provisions of sections 52H and 52J to 52M and of 
anv scheme made under this section shall have rffect notwith- 

20 standing anything to the contrary contained in any other provi­
sion of this Act or in any other law or any agreement, award 
or other instrument for the time being in force.

52J. (1) * * * * * *  The acquired insurer Com.
shall be given by the Central Government or the acquiring 

25 insurer, as the case may he. such compensation in respect of ^  g jven

the transfer of the undertaking of the acquired insurer as is to the 
determined in accordance with the principles contained m the acquir- 
Eighth Schedule. insUr’er.

30 (2) The amount of compensation to be given in accordance
witli the principles contained in the Eighth Schedule shall be 
determined. In the first instance, bv the Central Government or 
the acquiring insurer, as the case may be, in consultation with 
the Controller, and shall be offered by it to the acquired in-

35 surer, in full satisfaction thereof.
(3) i f  the amount of compensation offered in terms of sub­

section (2) is not acceptable to * * the acquired
Insurer, "lie may, before such date as may be notified by the 
Central^Government in the Official Gazette, request the Central 
Government in writing to have the matter referred to the 
Tribunal constituted under section 52K.

40
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(4) If before the data notified under sub-section (3) the 
Central Government does not receive request as provided in that 
sub-section *, the amount of compensation offered under sub­
section (2), or where a reference has been made to the Tribunal, 
the amount determined by it, shall be the compensation payable 5 
under sub-section ( 1) and shall be final and binding on all tbe 
parties concerned.

(5) Where the Central Government does not receive re­
quest as provided in sub-section O ), the compensation payable
in -pursuance of the provisions of this section shall become due 10 
for payment on the expiry of one year from the appointed day, 
and where a reference has been made to the Tribunal under sub­
section (?), the amount determined by the Tribunal as compen­
sation shall become due for payment on the expiry of one 
year from the appointed day or on the date of decision of the ^  
Tribunal, whichever is earlier.

(6) If between the appointed day and the date on which 
the compensation becomes due in pursuance of sub-section (5),
•ny facts come to light which call for revision of the amount 
of the compensation, the necessary modification of the amount 20 
of the compensation shall be made and the amount of the com­
pensation so determined shall be the compensation payable in 
pursuance of sub-section (1).

(7) There shall also be paid simple interest at the rate of 
three per cent, per annum on the amount of the compensation 25 
for the period from the appointed day to the date on which pay­
ment of the compensation becomes due.

52K- (1) The Central Government may. for the purposes of 
sections 52H to 52J, constitute a Tribunal which shall consist of 
a Chairman and two other members. 3°

(2) The Chairman shall be a person who is, or has been, a 
Judge of a High Court or of the Supreme Court and of tbe two 
other members, one shall be a person who, in the opinion of the 
Central Government, has had experience of matters connected 
with general insurance and the other shall be a person who is a 35 
chartered accountant within the meaning of the Chartered 
Accountants Act, 1949.

(3) If. for any reason, a vacancy occurs in the office of the 
Chairman or any other member of the Tribunal, tbe Central Gov­
ernment may fill the vacancy by appointing another person there- 4° 
to in accordance with the provisions of sub-section (2), and any 
proceeding may be continued before the Tribunal so constituted 
from the stage at which the vacancy occurred.

■i
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45 of 1860. 

5 of 1898.

(4) The Tribunal may, for the purpose of determining any 
compensation payable under section 52J, choose one or more 
persons having special knowledge or experience of any relevant 
matter to assist it in the determination of such compensation.

52L. (1) The Tribunal shall have the powers of a Civil Court, Triba 
while trying a suit, under the Code of Civil Procedure, 1908, 
in respect of the following matters, namely:—

37
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(a) summoning and enforcing the attendance of any 
person and examining him on oath; '

io (b) requiring the discovery and production of docu­
ments;

(c) receiving evidence on affidavits;
(d) issuing commissions for the examination of witnes­

ses or documents.

15 (2) Notwithstanding anything contained in sub-section (I)
or in any other law for the time being in force, the Tribunal 
shall not compel the Central Government or the Controller—

(a) to produce any books of account, or other documents 
which the Central Government or the Controller claims to

20 &e of a confidential nature;
(b) to make any such books or documents a part of the

record of the proceedings before the Tribunal;
(c) to give inspection of any such books or documents 

to any party before it and to any other person.
(3) Any proceeding before the Tribunal shall be deemed to 

be a judicial proceeding within the meaning of sections 193 and 
228 of the Indian Penal Code and the Tribunal shall be deemed 
to be a civil court for the purposes of section 195 and Chapter 
XXXV of the Code of Criminal Procedure, 1898.

3o 52M. (1) The Tribunal shall have power to regulate its own P'roce-
procedure.

(2) The Tribunal may hold the whole or any part of its Tribu-
inquiry in camera. nal-

(3) Any clerical or arithmetical error in any order of the
3.  Tribunal or any error arising therein from any accidental slip

or omission may, at any time, be corrected by the Tribunal either 
of its own motion or on the application of any of the parties. special 

52N. Where any acquired insurer, being a company, has in provi- 
accordance with the provisions of this Act, collected and distri- sions for

40 j buted any monies paid to him by the Central Government or the ^
acquiring insurer, as the case may be, by way of compensation
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or otherwise, and has also complied with any directions given to 
him by the Central Government or the acquiring insurer, as the 
case may be, for the purpose of securing that the ownership of 
any property or any right is effectively transferred to the Cen­
tral Government or the acquiring insurer, as the case may be, 
the Central Government may, on application being made to it 
in this behalf by such insurer, grant a certificate to the insurer 
that there is no reason for the continued existence of the insurer, 
and upon the publication of such certificate, the insurer shall be 
dissolved. 10

23. In section 53 of the principal Act, in sub-section (2),—
(a) in sub-clause (iii) of clause (b)—

(i) for the words “the returns” , the words “any re­
turns or statements” shall be substituted;

(« ) for the words “ company is insolvent” , the words 15 
“company is, or is deemed to be, insolvent” shall be substi­
tuted;
(b) in sub-clause (iv) of clause (b), after the words “in­

terests of the policy-holders” , the words “or to public interest 
generally” shall be inserted. 20

24. In section 58 of the principal Act, sub-section (5) shall be 
omitted.

25. In section 64E of the principal Act, the word, “ the Tarifi 
Committee and the other Committee thereof’ shall be omitted.

26. In section 64L of the principal Act, to sub-section (2), the 2 
following proviso shall be, and shall be deemed always to have been, 
added, namely:—

“Provided that if the General Insurance Council thinks fit, 
it may, by a resolution passed by it, waive the collection of the 
prescribed fees for any year and where any such resolution has 30 
been approved by the Central Government, the Executive Com­
mittee of the General Insurance Council shall not collect any 
fees in relation to that year.” .

27. Sections 640 to 64Q of the principal Act shall be omitted^

28. In section 64R of the principal Act, in sub-section (2), the 
words “or the Tariff Committee appointed under section 640” shall 
be omitted.
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39. After Part IIA of the principal Act, the following Parti shall
be inserted, namely:—

15

20

25

new 
Parts 
IIB and
IIC.

‘PART IIB
Tariff A dvisory Committee and control op tariff rates

5 64U. (2) With effect from the commencement of the Insur- Establish,
•an (Amendment) Act, 1968, there shall be established a Com- oi 
mitteo, to be called the Tariff Advisory Committee (hereafter A d v lg o ry  

fat this Part referred to as the Advisory Committee) to control Com- 
and regulate the rates, advantages, terms and conditions that mittee.

I0 may be offered by insurers in respect of general insurance bus!*

(2) The Advisory Committee shall be a body corporate hav- 
log perpetual succession and a common seal, with power, sub­
ject to die provisions of this Act, to acquire, hold and dispose 
of property, both movable and immovable, and to contract, and 
may, by the said name, sue and be sued.

64UA. (I) The Advisory Committee shall consist of the Com-
following members, namely:— positioa

of th#
(o) the Controller of Insurance, ex officio, who shall be Advi-

the Chairman; sory
Com(b) a senior officer of the office of the Controller nomi- mltte'# 

nated by the Controller, who shall be the Vice-Chairman;
(c) not more than ten representatives of Indian insu­

rers, elected (in their individual capacities) by such insurers 
in such manner, from such areas and from among such in­
surers or groups of insurers as may be prescribed;

(d) not more than four representatives of insurers incor­
porated or domiciled elsewhere than in India but registered 
in India, elected (in their individual capacities) by such in­
surers in such manner, and from among such insurers ot 
groups of insurers as may be prescribed.

• (2) The Secretary to the Advisory Committee shall be an
officer of the office of the Controller, nominated by the Control­
ler.
“"“ “ 64UB. (1) The Central Government may make rules to carry Pow«t 

35 out the purposes of this Part.
(2) In particular, and without prejudice to the generality of rule, 

the foregoing power, such rules may provide for all or any of respect 

the following matters, namely:— . .
(a) the functions to be discharged by the Advisory Com- thl*

* ' \ ’■ y. -1 mittee; ' . * -
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' (b) the term of office of the members of the Advisory
1 Committee, the procedure for their election and the manner

of filling casual vacancies in the Advisory Committee;
(c) the travelling and other allowances payable to the

1 members of the Advisory Committee; ^
(d) the procedure for holding the meetings of the Ad* 

visory Committee and for transaction of business thereat.
' (8) The Advisory Committee may, with the previous appro*

val of the Central Government, make regulations for all or any 
of the following matters, namely:— 10

(a) the constitution, powers and duties of Regional Com­
mittees and of sub-committees constituted by the Advisory 
Committee or any Regional Committee;

* (b) the method of election of candidates for Regional 
Committees and sub-committees*, their eligibility, term of *5

office and method of filling casual vacancies;
(c) the procedure for convening meetings and

1 ■ transaction of business by Regional Committees and 
sub-committees *;

(d) the appointment of officers and other employees of 20
the Advisory Committee and of Regional Committees or 
sub-committees constituted by or under the Advisory Com­
mittee or any Regional Committee and the terms and con­
ditions of their service including travelling and other allow* 
ances; *5

(e) such other matters pertaining to procedure as are 
not inconsistent with the provisions of this Act or of rules 
made thereunder,

and may, from time to time, with the previous approval of the 
Central Government, add to, amend or vary any such regula- 3° 
tions.

' (4) The regulations made by the Tariff Committee of the
General Insurance Council under section 640 as they were in 
force immediately before the commencement of the Insurance 
(Amendment) Act, 1968, shall, after such commencement, con- 35 
tinue to be in force until rules are made by the Central Gov­
ernment under sub-section (3) and immediately after such rules 
have come into effect, the regulations aforesaid shall cease to be 
valid. *' » - “mitn

(5) The Controller of Insurance shall be in direct charge of 40 
the establishment of the Advisory Committee and the Secretary ,

*  the Advisory Committee shall work tfefer Ms dHwltni m i
•cflrtroL I
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WUC. (1) The Advisory Committee may, from time to time 

and to the extent it deems expedient, control and regulate the the Advi- 
rates, advantages, terms and conditions that may be offered by sory Com- 
insurers in respect of any risk or of any class or category oi Bn**tee 
risks, the rates, advantages, terms and conditions of which, in 
its opinion, it is proper to control and regulate, and any such vantage 
rates, advantages, terms and conditions shall be binding on all etc. 
insurers:

Provided that the Controller may, with the previous appro  ̂
val of the Central Government, permit any insurer to offer, dur­
ing such period (being not more than two years but which may 
be extended by periods of not more than two years at a time) 
and subject to such conditions as may be specified by him, rates, 
advantages, terms or conditions different from those fixed by the 
Advisory Committee in respect of any particular category oF 
risks, if he is satisfied that such insurer generally issues policies
only to a restricted class of the public or under a restricted cate­
gory of risks.

(2) In fixing, amending or modifying any rates, advantages, 
terms or conditions, relating to any risk, the Advisory Commit­
tee shall try to ensure, as far as possible, that there is no unfair 
discrimination between risks of essentially the same hazard, 
and also that consideration is given to past and prospective loss 
experience:

Provided that the Advisory Committee may, at its discretion, 
m a b  suitable allowances for the degree of credibility to be 
assigned to the past experience, including allowances for random 
fluctuations and may also, at its discretion, make suitable allow­
ances for future fluctuations and unforeseen future contingen­
cies, <n<»lpd<ng hazards of conflagration or catastrophe or both.

(3) Every decision of the Advisory Committee shall be valid 
only after and to the extent it is ratified by the Controller, and 
every such decision shall take effect from the date on which it 
is so ratified by the Controller, or, ii the Controller so orders In 
any case, from such earlier date as he may specify in the order.

(4) The decisions of the Advisory Committee in pursuance 
of the provisions of this section shall be final.

(5) Where an insurer is guilty of breach of any rate, ad­
vantage, term or condition fixed by the Advisory Committee, he 
shall be deemed to have contravened the provisions of this Act:

Provided that instead of proceeding against the insurer for 
such contravention, the Controller may, if the insurer remove#
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the Contravention by recovering the deficiency in the premium, 
or where it is not practicable to do so, modifies suitably or can­
cels the contract of insurance, compound the offence on payment 
to the Advisory Committee of such fine, not exceeding rupees 
one thousand, as he may decide in consultation with the Advi­
sory Committee.

64UD. (1) Notwithstanding anything contained in this Part, 
until the names of the members of the Advisory Committee elect­
ed for the first time after the commencement of the Insurance 
(Amendment) Act, 1968, are notified, the Tariff Committee of I0 
the General Insurance Council appointed under regulations made 
under sub-section (2) of section 640 as it was in force imme­
diately before the commencement of the Insurance (Amend­
ment) Act, 1968, and in existence on such commencement (here­
after in this Part referred to as the Tariff Committee) shall 15 
continue to function and shall be deemed to be the Advisory 
Committee duly elected under this Part and the Controller of 
insurance shall become the Chairman of that Committee with 
effect from the commencement of the Insurance (Amendment) 
Act, 1968, and function as such, and any Chairman of the Tariff 20 
Committee holding office immediately before such commencement 
shall cease to be the Chairman thereof from the date of such 
commencement but shall continue to be an ordinary member 
of the Advisory Committee.

(2) Notwithstanding anything contained in this Part, the
constitutions of the Regional Councils established under section 
64P, as in force immediately before the commencement of the 
Insurance (Amendment) Act, 1968 (hereafter referred to as the 
Regional Councils), and of the Sectional Committees formed 
thereunder, existing immediately before such commencement, 30 
shall continue to be in full force and be of full effect until the 
regulations made by the Advisory Committee for the first time 
under section 64UB come into effect and as soon as such regula­
tions have come into effect such constitutions shall cease to have 
effect. 3j

(3) Notwithstanding anything contained in this Part, until 
the Secretary to the Advisory Committee is nominated under sub­
section (2) of section 64llA, the Secretary to the Tariff Commit­
tee holding office immediately before the commencement of the 
Insurance (Amendment) Act, 1908, shall function as the Secre- jo  
tary and shall be deemed to have been duly nominated under 
this Part.

(4) All rates, advantages, terms and conditions fixed by the 
Tariff Committee or the Regional Councils prior to th* com*



mencement of the Insurance (Amendment) Act, 1068 and im 
force immediately before such commencement shall continue, 
except to such extent as they may be altered, replaced or abolish­
ed by the Advisory Committee, to be valid and fully in force as 
if they were rates, advantages, terms and conditions fixed by the 
Advisory Committee.

64UE. (1) The Advisory Committee may require, by notice Power 
in writing, any insurer to supply to it such information or state- of the 
ments, periodical or ad hoc, as it may consider necessary to en­
able it to discharge its functions under this Part and every in- conn, 
surer shall comply with such requirements within such period mitte« 
as may be specified by the Advisory Committee in this behalf, to re­
failing which the insurer shall be deemed to have contravened ?u.ir® 
the provisions of this Act. matfon,

(2) Any information supplied under this section shall be etc. 
certified by a principal officer of the insurer or where the Ad­
visory Committee has agreed in advance, by such other officer or 
officers of the insurer as the principal officer of the insurer may 
nominate for the purpose and if the notice so requires, also by
an auditor.

(3) The Controller may, at any time, in writing, depute any 
subordinate of his, to make a personal inspection of the books 
of account, ledgers, policy-registers and other books or docu­
ments of any insurer to verify the accuracy of any return or 
statement furnished by him under sub-section (1), or to verify 
that full particulars have been supplied by him in respect of all 
policies issued by him, and the insurer shall provide all facilities 
for such inspection, and make available to such person all the 
books of account, ledgers, policy-registers and other books or 
documents of the insurer which might be needed by him for such 
verification and the person deputed may himself extract from 
out of the books and records of the insurer such information 
as may be needed to fill up or complete the returns required 
to be submitted to the Advisory Committee under this section.

(4) The Advisory Committee may, at any time, on the 
application of an insurer, make arrangements for the inspection 
of an organisation which is concerned with the inspection of 
risks, adjustment of losses or Are fighting appliances, and may, 
whenever necessary, advise insurers about the adequacy of the 
arrangements for the inspection of risks and adjustment of losses 
or the suitability of such appliances: .

Provided that no such inspection shall be made without 
the written permission of the concerned organisation.
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54 UF. (2) On the commencement of the Insurance (Amend­
ment) Act, 1968, all the ass'ets and liabilities of the General 
Insurance Council appertaining to its Tariff Committee and to 
its Regional Councils and their Sectional Committees existing on 
that day shall be transferred to, and vest in, the Advisory Com- j  
mittee.

(2) The assets appertaining to the Tariff Committee, the 
Regional Councils, and their Sectional Committees shall be 
deemed to include all rights and powers and all property, whe­
ther movable or immovable, including, in particular, cash io 
balances, reserve funds, investments, deposits and all other 
interests and rights in, or arising out of, such property as may 
be in the possession of the Tariff Committee, Regional Coun­
cils and their Sectional Committees and all books of account or 
documents thereof; and liabilities shall be deemed to include 
all debts, liabilities and obligations of whatever kind existing 
and appertaining to the work of the Tariff Committee, the Re­
gional Councils and their Sectional Committees.

(3) Where the General Insurance Council has established a 
provident or superannuation fund or any other fund for the 30 
benefit of the employees of its Tariff Committee or Regional 
Councils and constituted a trust in respect thereof (hereafter 
in this section referred to as an existing trust), the monies 
standing to the credit of any such fund at the commencement of 
the Insurance (Amendment) Act, 1968, shall, subject to the pro- 2j  
visions of sub-section (4), stand transferred to, and vest in, on 
such commencement, the Advisory Committee.

(4) Where any employee of the Tariff Committee, or the 
Regional Councils, of the General Insurance Council does not 
become an employee of the Advisory Committee, the monies 
and other assets appertaining to any fund referred to in sub­
section (3) shall be apportioned between the trustees of the 
fund and the Advisory Committee in the prescribed manner; 
and in case of any dispute regarding such apportionment, the 
decision of the Central Government thereon shall be final. 35

(5) The Advisory Committee shall, as soon as may be after 
tbe commencement of the Insurance (Amendment) Act, 1968, 
constitute in respect of the monies and other assets which are 
transferred to, and vested in, it under sub-section (3), one or 
more trusts having, as far as practicable, objects similar to the 40 
objects of the existing trust.

(6) Where all the monies and other assets belonging to an 
existing trust are transferred to, and vested, in the Advisory 
Committee under sub-section (3), the trustees of such trust



•hall, on the commencement of the Insurance (Amendment)
Act, 1968, be discharged from the trust except as respects things 
done or omitted to be done by them before such commencement.

64UG. (1) Unless otherwise expressly provided by or under con- 
this Act, all contracts, agreements and other instruments of traois, 
whatever nature subsisting or having effect immediately before etc., to 
the commencement of the Insurance (Amendment) Act, 1968, 
and to which the Tariff Committee, or any Regional Council is a or 
party or which is in favour of that Committee or that Council, against 
shall be of as full force and effect against or in favour of the the Ad- 
Advisory Committee * * * *
and may be enforced or acted upon as fully and effectually mittee. 
as if. instead of the Tariff Committee, or the Regional Council, 
tbe Advisory Committee had been a party thereto or as if they 
had been entered into or issued in favour of the Advisory Com­
mittee.

(2) If, at the commencement of the Insurance (Amend­
ment) Act, 1968, any suit, appeal or other legal proceeding of 
whatever nature is pending by or against the Tariff Committee, 
or any Regional Council then it shall not abate, be discontinued 
or in any way be prejudicially affected by reason of the transfer 
to the Advisory Committee of the assets and liabilities of the 
Tariff Committee, and the Regional Councils or of anything done 
under this Act, but the suit, appeal or other proceeding may be 
continued, prosecuted or enforced by or against the Advisory 
Committee.

64UH. (J> Every whole-time employee of the Tariff Com- Emplo- 
mittee. or the Regional Councils who was employed by that Com­
mittee or those Councils wholly or mainly in connection with its tinue 
or their statutory duties immediately before the commencement 
of the Insurance (Amendment) Act, 1968, shall, on and from such 
commencement, become an employee of the Advisory Committee 
and shall hold his office in it bv the same tenure, at the same re­
muneration, and upon the same terms and conditions and with 
the same rates and privileges as to pension, gratuity and other 
matters as he would have held on such commencement if this 
Part had not been enacted, and shall continue to do so until his 
employment under the Advisory Committee is terminated or 
until his remuneration, terms and conditions, are duly altered 
by the Advisory Committee:

Provided that nothing contained in this sub-section shall 
apply to any employee who has given notice to the Central 
Government in writing either prior to or within two month, from 
the commencement of the Insurance (Amendment) Act 1968, 
intimating his intention of not becoming an employee of the Ad­

visory Committee. . . . .  -

41 .
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(2) Where the Central Government is satisfied that for the 
purpose of securing uniformity in the scales of pay, remunera­
tion and other terms and conditions of service applicable to 
employees of the Tariff Committee, or the Regional Councils,
it is necessary so to do, or that a reduction in the remuneration j  
payable or revision of the other terms and conditions of service 
applicable to employees or any class of them is called for, the 
Central Government may. notwithstanding anything contained 
in sub-section (1), or in the Industrial Disputes Act, 1947, or in 
any other law for the time being in force or in any award, 10 
settlement, or agreement for the time being in force, alter (whe­
ther by way of reduction or otherwise) the remuneration and 
other terms and conditions of service to such extent and in such 
manner as it thinks fit; and if the alteration is not acceptable to 
any employee, the Advisory Committee may terminate his em- J5 
ployment by giving him compensation equivalent to three 
months’ remuneration, unless the contract of service with such 
employee provides for a shorter notice of termination.

Explanation.—The compensation payable to an employee 
under this sub-section shall be in addition to, and shall not ao 
affect any pension, gratuity, provident fund money or any other 
benefit to which the employee may be entitled under his con­
tract of service.

(3) If any question arises as to whether any person was a 
whole-time employee of the Tariff Committee, or the Regional 2$ 
Council, on the commencement of the Insurance (Amendment) 
Act, 1968, or as to whether any employee was employed wholly 
or mainly in connection with the statutory duties of the Tariff 
Committee, or any Regional Council, immediately before such 
commencement, the question shall be referred to the Central 30 
Government whose decision thereon shall be final.

(4) Notwithstanding anything contained in the Industrial 
Disputes Act, 1947, or in any other law for the time being in 
force, the transfer of the services of any employee of the Tariff 
Committee, or the Regional Councils, to the Advisory Committee 5̂ 
shall not entitle any such employee to any compensation under 
that Act or other law, and no such claim shall be entertained by 
any court, Tribunal or other authority.

64UI. (I) Where any property of the Tariff Committee, or 
the Regional Councils (appertaining to its or their statutory 
duties) has been transferred to, and vested in, the Advisory 
Committee, then,—

(o) every person in whose possession, custody or con­
trol any such property may be, shall deliver the property 
to the Advisory Committee forthwith; 4 ;

14 of lMfr.

UoflMf.
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(b) any person, who, on the commencement of the In* property 
surance (Amendment) Act, 1968, has in his possession, cus- to ***• 
tody or control any books, documents and other papers re- ^ vtoorjr 
lating to the Tariff Committee, or the Regional Councils, mi«ee. 

j  shall be liable to account for the said books, documents and
papers to the Advisory Committee and shall deliver them to 
the Advisory Committee or to such person as that Commit­
tee may direct.
(2) Without prejudice to the provisions contained in this

10 section, it shall be lawful for the Advisory Committee to take
all necessary steps for securing possession of all properties 
which have been transferred to, and vested in, it under this A ct

64UJ. (1) The Advisory Committee may constitute such pome 
Regional Committees as and 'frhen it deems fit for one or more of the

15 of the prescribed regions. Adykory

(2) Each Regional Committee shall consist of not more than ^Ittee to
seven persons of which not more than five shall be elected by constitute

such groups of insurers carrying on general insurance business
in the region as may be prescribed and not more than two shall teM *

20 be nominated by the Controller.
(3) For the purpose of enabling it effectively to discharge 

its duties, any Regional Committee may constitute * * * such 
sub-committees as it may think fit, whether consisting of mem­
bers of the Regional Committee or not.

25 (4) It shall be the duty of every Regional Committee to ad­
vise the Advisory Committee on any question connected with the 
fiwtinn of rates, advantages, terms and conditions for risks 
In its region which may be referred to it by the Advisory 
Committee for advice, and in addition, every Regional Com- 

*0 mittee shall perform such other functions as may be delegated 
to it by the Advisory Committee by regulations made by it with 
t)ig previous approval of the Central Government.

(5) Where, in the exercise of any functions delegated to it 
under this section, any Regional Committee or any sub-commit­
tee thereof restrains an insurance agent from procuring or 
causing to be procured general insurance business in any area,

agent may prefer an appeal to the Central Government 
against such order within thirty days from the date of service 
of that order on him and the Central Government may, after 
giving such agent an opportunity of being heard, pass such 

40 orders thereon as it may think fit and the orders made by the 
Central Government on such appeal shall be final.

(6) Notwithstanding anything contained in this section, -
every Regional Council and every Sectional or other Committee

1958 (B) L. S.—10. ^
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of such Regional Council, in existence immediately before the 
commencement of the Insurance (Amendment) Act, 1908, shall, *
until it is abolished by the Advisory Committee, be deemed to be 
a Regional Committee or sub-committee as the case may be, 
established in accordance with the provisions of this section and 5
shall function as such and shall have all the powers and res­
ponsibilities which it had immediately before such commence­
ment, and if the term of any such Council or committee expires 
before Regional Committees constituted under sub-section (1) 
and sub-committees constituted under sub-section (3) come into IO 
existence, such terms shall be deemed to have been validly ex­
tended up to the time when such Regional Committees and sub­
committees are established.

64UK. (I) Every insurer,shall annually before the prescrib­
ed date make payment to the Advisory Committee in the pres- 15 
cribed manner of such fees, not exceeding for any year, in the 
case of an insurer doing only re-insurance business inLtndia, one 
per cent, of his totai premiums TtTTespecrTTTacultative^nMn^ 
surance accepted by him in India in the preceding year, and, m 
the oase of any other insurer, one per cent, of the total gross 20 
premium written direct by him in India in the preceding year, 
a£ itiay! be specified by the Advisory (Committee for the purpose 
of this tart.

(2) The Advisory Committee may collect, in addition to the
fees mentioned in sub-section (1), reasonable fees arid charges-25 
from any person to cover the cost o f any speSSc’ services 'renJ- 
eried by it. . . . . . . .  ...-.1

(3) If an ins urer fails to make payment within the prescrib­
ed date of any fee required to be paid under sub-section (1) he 
shall be deemed to have failed to comply with the provisions of 3° 
this Act.

(4) The Controller may, so long as an application to the 
CourTunder sub-section (5D) of section 3 has not been made, 
revive the registration which might have been cancelled for 
failure to make payment of the fee required to be made under 35 
sub-section (1), if the insurer makes payment of such fee to­
gether with such penalty not exceeding the actual amount of fee
payable as the Controller may require.

64UL. If any difficulty arises in giving effect to the provi­
sions of this Part, the Central Government may, by order, make 40
such provisions or give such directions not inconsistent with
the provisions of this Act as may appear to it to be necessary
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or expedient for the removal of the difficulty:

Provided that no such power shall be exercised after the 
«*pi*y of a period of four years from the commencement of 
this Part.

84TJM. (1) (A) Save as otherwise provided in this section, Licensing 
no person shall act as a surveyor or loss assessor in respect of °f 
general insurance business after the expiry of a period of one
year from the commencement of the Insurance (Amendment) 9-fri[1__ B
Act, 1968, unless he holds a valid licence issued to him by the 
Controller.

(B) Every person who intends to act as a surveyor or loss 
assessor after the expiry of a period of one year from the com­
mencement of the Insurance (Amendment) Act, 1968, shall make 
an application to the Controller within such time, in such form, 
in such manner and on payment of such feea not exceeding 
rupees two hundred and fifty, as may be prescribed.

(C) Every licence issued under this section shall remain in 
force, unless cancelled earlier, for a period of five years from the 
date of issue thereof, and may be renewed for a period of five 
years at a time, on payment of such fee, not exceeding rupees 
tWo hundred, as may be prescribed.

(D) No licence to act as a surveyor or loss assessor shall be 
issued unless—

(i) the applicant, where he is an individual, satisfies
the Controller that he—

(a) has been in practice as a surveyor or loss asses­
sor for a period of not less than seven years immedia­
tely preceding the commencement of the Insurance 
(Amendment) Act, 1968, or

(b) holds a degree of a recognized University in 
any branch of engineering, or

(c) is a fellow or associate member of the Institute 
of Chartered Accountants of India or the Institute of 
Cost and Works Accountants of India, or

(d) possesses actuarial qualifications or holds a 
degree or diploma of any recognized University or insti­
tute in relation to insurance, or

(e) holds a diploma in insurance granted or recog­
nized by the Government, or

(f) possesses such other technical qualification as 
may be prescribed, and



so

(9) does not suffer from any of the disqualifications 
mentioned in sub-section (4) of section 42;
(ii) the applicant, where he is a company or firm, satis­

fies the -Controller that all his directors or partners, as the 
case may be, possess one or more of the qualifications speci­
fied in clause (i) and none of such directors or partners 
suffer from any of the disqualifications mentioned in sub­
section (4) of section 42.
(E) Every application for the renewal of the licence shall 

be made at least thirty days before the expiry of the period of 
validity thereof.

(F) The Controller may, if he is satisfiai that any licence 
issued or renewed under this section has been lost or destroyed, 
issue a duplicate licence on payment of a fee of rupees five and 
the duplicate licence so issued shall remain in force for the 
remainder o f  the period of validity of the licence in lieu of 
which it is issued.

(G) Without prejudice to the powers conferred by sub-sec­
tion (7), the Controller, if satisfied that the holder of any licence 
has made a statement which is false in material particulars with 
regard to his eligibility for obtaining such licence or has, after 
the issue or renewal of such licence, acquired any of the disquali­
fications mentioned in sub-section (4) of section 42 may, after 
giving a reasonable opportunity to the holder of such licence of 
being heard, by order cancel such licence and notify such cancel­
lation in the Official Gazette.

10

*5

ao

*5

(2) No claim in respect of a loss which has occurred in 
India and requiring to be paict or settled in India equal to or 
exceeding twenty thousand rupees in value on any policy 
of insurance, arising or intimated to an insurer at any time after 30 
the expiry of a period of one year from the commencement of 
the Insurance (Amendment) Act, 1968, shall, unless otherwise 
directed by the Controller, be admitted for payment or settled by 
the insurer unless he has obtained a report, on the loss that has 
occurred, from a person who holds a licence issued under this 35 
section to act as a surveyor or ioss assessor (hereafter referred to 
as "approved surveyor or loss assessor*1}:

Provided that nothing in this sub-section shall be deemed 
to take away or abridge the right of the insurer to pay or settle 
any claim at any amount different from the amount assessed by 40 
the approved surveyor or loss assessor,
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- -• (3) The Controller may, at any time, in respect of any claim 
of the nature referred to in subjection (2), call for arilndepen- 

v«ient—report from any other approved surveyor or loss asses­
sor specified by him and such surveyor or loss assessor shall fur­
nish such report to the Controller within such time as may be
specified by the Controller or if no time limit has been specified 
by him within a reasonable time and the cost of, or incidental 
to, such report shall be borne by the insurer.

(4) The Controller may, on receipt of a report referred 
to in sub-section (3), issue such directions as he may consider 
Accessary with regard to the settlement of the claim including 
any direction to settle a claim at a figure less than, or more 
than, that at which it is proposed to settle it or it was settled 
tod the insurer shall be bound to comply with such directions:

Provided that where the Controller issues a direction for set­
tling a claim at a figure lower than that at which it has already 
bien settled, the insurer shall be deemed to comply with such 
direction if he satisfies the Controller that all reasonable steps, 
•wtth due regard to the question whether the expenditure involv­
ed is not disproport'onate to the amount required to be recovered, 
have been taken with due despatch by him:

Provided further that no direction for the payment of a lesser 
sum shall be made where the amount of the claim has already 

f been "paid and the Controller is of opinion that the recovery of 
the amount paid in excess would cause undue hardship to the 
insured:

Provided also that nothing in this section shall relieve the 
" insurer from any liability, civil or criminal, to which he would 

have been subject but for the provisions of this sub-section.
* * * * *

(5) No insurer shall, after the expiry of a period of one year 
frornTtlie commencement of the Insurance (Amendment) Act, 
1968, pay to any person any fee or remuneration for surveying, 
verifying or reporting on a claim of loss under a policy of in­
surance unless the person making such survey, verification or 
report is an approved surveyor or loss assessor.

(6) Where, in the case of a claim of less than twenty thou­
sand rupees in value on any policy of insurance it is not practi­
cable for an insurer to employ an approved surveyor or loss 
assessor without incurring expenses disproportionate to the 
amount of the claim, the insurer may employ any other person 
(no* .being a person disqualified for the time being for being

. employed as a surveyor or loss assessor) for surveying such loss
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and may pay such reasonable fee or remuneration to the penon 
ao employed as he may think fit I

(7) If the Controller is satisfied that an approved l uW ^or
or loss assessor has been guilty of 'wilfully makiaga i false state­
ment knowing it to be false or of being knowingly a party to ’the 5 
settlement of a claim in a fraudulent manner, he may, alter 
giving such surveyor or loss assessor an opportunity ot being 
heard, cancel the licence issued to him with effect from such 
date as may be specified by him and shall notify Stieh cancella­
tion in the Official Gazette. 10

(8) Any surveyor or loss assessor whose licence has been 
cancelled shall not be eligible for having a licence to act «s  a 
surveyor or loss assessor for a period of three years from the 
date on which the cancellation is notified in the Official Gaaette.

(9) The Controller may in respect of any cldim of value of 
less than twenty thousand rupees on an insurance pdHcy, if the 
claim has not been or is not proposed to be reported upon by a 
surveyor or loss assessor, direct that such claim tfiafl fefcl^p&Wed 
upon by an approved surveyor or loss assessor and wiletfe The 
Controller makes such direction, the provisions of sub-sections
(3) and (4) shall apply in respect of such claim.

(10) Where, in relation to any class of claims, the Csatral 
Government is satisfied that it is customary to entrust the work 
of Survey or loss assessment to any person other than a licensed 
surveyor or loss assessor, or it is not practicable to make any 25 
survey or loss assessment, it may, by an order published -in the 
Official Gazette, exempt such class of claims from the operation 
of this section.

part nc
Sotwmcr m argin, advance paym ent op prem ium  and mbs au ction s on

THE OPENING OF A NEW PLACE OF BUSINESS
64V. (I) For the purpose of ascertaining compliance with 

the provisions of section 64VA,—
({) assets shall be valued at values not exceeding their 

market or realisable value and the assets hereafter men­
tioned shall be excluded to the extent indicated, namely:—

(a) agents’ balances and outstanding premiums in 
India, to the extent they are no't rea'Hsed wtfhin a petfod

, of thirty days;
(b) agents’ balances and outstanding premiums 

outside India, to the extent they are not realisable;

30

35
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(c) sundry debts, to the extent they are not realise*

ble;
(d) advances of an unrealisable character;
(e) furniture, fixtures, dead stock and stationery;
(f) deferred expenses;

(g) profit and loss appropriation account balance 
and any fictitious assets other than pre-paid expenses;
(ii) a proper value shall be placed on every item of. 

liability and liabilities in respect of share capital, general 
reserve and other reserves of similar nature not created to 
meet specific liabilities and investment reserve, reserve for 
bad and doubtful debts, and depreciation fund shall be ex­
cluded and liabilities hereafter mentioned shall be included 
to the extent indicated, namely: —

(a) provision for dividends declared or recom­
mended, and outstanding dividends! in full;

(b) reserves for unexpired risks in respect of—
(i) fire and miscellaneous business, 40 per cent,
(ii) marine cargo business, 40 per cent., and
(iii) marine hull business, 100 per cent,

of the premium, net of re-insurances, during the preced­
ing twelve months; '

(c) estimated liability in respect of outstanding 
claims, in full;

(d) amount due to insurance companies carrying 
on insurance business, in full;

(e) amounts due to sundry creditors, in full;
(f) provision for taxation, in full.

Explanation.—In the case of an insurer whose principal 
place of1 business or domicile is outside India, where, in the 
accounts filed with the public authority of the country in 
which the insurer is constituted, incorporated or domiciled, 
in respect of marine insurance business, the provisions for 
unexpired risks and outstanding claims are not shown sepa­
rately, the liabilities under items (b) and (c) of clause (ii) 
in respect of marine insurance business shall be taken 
together at 3 figure of not less than the total premium less
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reinsurances in respect of that class of business during tbs 
preceding twelve months. :

(2) Every insurer shall furnish to the Controller with his 
returns under section 15 or section 16, as the case may be, a state 
ment certified by an auditor, of his assets and liabilities assess­
ed in the manner required by this section as on the 31st day of 
December of the preceding year.

64VA. ( / )  An insurer shall, at all times, maintain an excess 
of the value of his assets over the amount of his liabilities of 
not less than the amount arrived at as follows (hereafter in this 10 
section referred to as the “relevant amount” ), namely: —

(i) in the case of an insurer whose total premium in­
come less re-insurances in respect of general insurance busi­
ness (hereafter in this sub-section referred to as the “said 
income” ) in the preceding twelve months did not exceed 15 
five crores of rupees, one-fifth of the said income subject to 
a minimum of—

(a) five lakhs of rupees in the case of an insurer 
who is a co-operative society registered under the Co­
operative Societies Act, 1912 or any other law for the 202 of lftlS. 
time being in force in any State relating to co-operative 
societies, or

(b) ten lakhs of rupees in the case of any other 
insurer; and
(it) in the case of an insurer whose said income iii 25 

the preceding twelve months exceeded five crores of rupees, 
the aggregate of one-fifth of the first five crores of rupees df 
the said income and one-tenth of the amount by which the 
said income in the preceding twelve months exceeded five 
crores of rupees: 30
Provided that where a number of insurers occupying the 

status of parent and subsidiary companies prepare, under the 
laws of the country of origin of the parent company, a consolida­
ted balance-sheet, the provisions of this sub-section shall apply 
to such of them as are not members of any group as if they con- 35 
stituted a single insurer, subject to the further condition that 
the relevant amount shall, in no case, be less than a sum equai 
to,—

(i) the number of such insurers multiplied by ten lakhs
of rupees, or 40



(ii) where all the insurers are co-operative so­
cieties registered under the Co-operative Societies 
Act, 1912, or any other law for the time being in 
force in any State relating to co-operative societies, the num­
ber of such insurers multiplied by five lakhs of rupees:
Provided further that if in respect of any insurer the 

Central Government is satisfied that either by reason of an 
unfavourable claim experience or because of a sharp increase 
in the volume of new business, or for any other reason, com­
pliance with the provisions of this sub-section would cause un­
due hardship to the insurer, it may direct that for such period 
and subject to such conditions as it may specify, the provisions 
of this sub-section shall apply to that insurer with the modifica­
tion that instead of the proportion of one-fifth, wherever men­
tioned in this sub-section, such other proportion being not less 
than one-tenth as may be specified by that Government shall be 
applicable to that insurer:

Provided also that in the case of an insurer carrying on 
insurance business at the commencement of the Insurance 
(Amendment) Act, 1968, it shall be sufficient compliance with 
the; provisions of this sub-section until the 31st December, 1972 
or until such subsequent date, not being later than 31st 
December, 1976, as the Central Government may, at its discre­
tion, allow for any particular insurer, if he progressively brings 
up the excess of the value of his assets over the amount of his 
liabilities, in such manner as may be prescribed, to the relevant
amount. * * * *

(2) An insurer who does not comply with the provisions 
of sub-section (1) shall be deemed to be insolvent and may be 
wound up by the court.

(3) The Controller shall be entitled at any time to take such 
steps as he may consider necessary for the inspection or verifi­
cation of the assets and liabilities of any insurer or for securing 
the particulars necessary to establish that the requirements of 
this section have been complied with as on any date and the 
insurer shall comply with any requisition made in this behalf 
by the Controller, and if he fails to do so within two months 
from the receipt of the requisition, he shall be deemed to have 
made default in complying with the requirements of this sec­
tion.

(4) The provisions of this section shall not apply to an 
insurer specified in sub-clause (c) of clause (9) of section %

1955(B) L .S .—11.
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(5) In applying the provisions of sub-section (I) to any 
insurer, who is a member of a group, the relevant amount for 
that insurer shall be an amount equal to that proportion of the 
relevant amount which that group, if considered as a single in­
surer, would have been required to maintain as the proportion 
of his share of the risk on each policy issued by the groqp bears 
to the total risk on that policy:

Provided that when a group of insurers ceases to be a group, 
every insurer in that group who continues to carry on any class 
of insurance business in India, shall comply with the require­
ments of sub-section (1) as if he had not been an ifcsuftrin a 
group at any time:

Provided further that it shall be sufficient compliance with 
the provisions of the foregoing proviso if the insurer brings up 
the excess of the value of his assets over the amount of his liabi­
lities to the required amount within a period of six months from 
the date of cessation of the group:

Provided also that the Central Government may, on suffi­
cient cause being shown, extend the said period of six nJOtttfca by 
such further periods as it may think fit, so however that the 
total period may not in any case exceed one year.

10

20

(6) The Central Government may, by notification ta the 
Official Gazette, reduce the sum of ten lakhs of rnpfces Or Uve 
lakhs of rupees, as the case may be, referred to in sub-s6Ctl6h (1) 
to a lower figure not less than one hundred thousand rU|tees in 25 
respect of a country craft insurer or in respect of an insurer not 
having a share capital and carrying on only such insurance busi­
ness as, in the opinion of the CentraTTIovwnmeSSTTsT^SF^AlTied 
on ordinarily by insurers under separate poUdesT""*'"""" " " " —

* * * * *  30
64VB. (1) No insurer shall assume any risk in India ia res­

pect of any insurance business on which premium is not ordi­
narily payable outside India unless and until the premium 
payable is received by him or is guaranteed to be paid by such 
person in such manner and within such time as may be preserib- 35 
ed or unless and until deposit of such amount as may be pres­
cribed, is made in advance in the prescribed manner.

(2) For the purposes of this section, in the case of risks for 
which premium can be ascertained in advance, the ride may be 
assumed not earlier than the date on which the jremlvuft has 40 
been paid in cash or by cheque to the Insurer.
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Explanation.—Where the premium is tendered by postal 
money order or cheque sent by post, the risk may be assumed on 
the date on which the money order is booked or the cheque is 
posted, as the case may be.

5 (3) Any refund of premium which may become due to an
Insured on account of the cancellation of a policy or alteration 
in its terms and conditions or otherwise shall be paid by the in­
surer directly to the insured by a crossed or order cheque or 
by postal money order and a proper receipt shall be obtained 

I® by the insurer from the insured, and such refund shall in no 
case be credited to the account of the agent.

(4) Where an insurance agent collects a premium on a 
policy of insurance on behalf of an insurer, he shall deposit with, 
or despatch by post to, the insurer, the premium so collected in 
full without deduction of his commission within twenty-four 
hours of the collection excluding bank and postal holidays.

(5) The Central Government may, by rules, relax the re­
quirements of sub-section (1) in respect of particular categories 
of insurance policies.

20 64VC. (1) No insurer shall, after the commencement of the
Insurance (Amendment) Act, 1968, open a new place of business 
in India or change otherwise than within the same city, town or 
village, the location of an existing place of business situated in 
India without obtaining the prior permission of the Controller.

25 (2) The Controller may grant permission under sub-section
(1) subject to such conditions as he may think fit to impose 
either generally or with reference to any particular case.

(3) Where, in the opinion of the Controller, an insurer has, 
at any time, failed to comply with any of the conditions ;mposed

30 on him under this section, the Controller may, by order in writ­
ing and after affording reasonable opportunity to the insurer 
for showing cause against the action proposed to be taken 
against him, revoke any permission granted under this section.

Explanation.—For the purposes of this section, “place of 
35 business” includes a branch, sub-branch, inspectorate, orgamsa-

tion office and any other office, by whatever name called..

30. In section 96 of the principal Act, the words “Mutual Insur­
ance Companies and” shall be omitted.

Restric­
tions on 
the open* 
ing of a 
new 
place of 
business.

Amend­
ment of 
section 96,
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31. In section 97 of the principal Act, for the words and figures
“No Mutual Insurance Company incorporated after the 26th day of 
January, 1937, and no Co-operative Life Insurance Society register­
ed after that date” , the words and figures “No Co-operative Life 
Insurance Society registered after the 26th day of January, 1937” 5 
shall be substituted.

32. In section 98 of the principal Act,—

(a) in sub-section (I), the words “Mutual Insurance Com-- 
pany and every” shall be omitted;

(b) - in sub-section (2), the words “a Mutual Insurance io 
Company and” shall be omitted.

33. After section 101B of the principal Act, the following section 
shall be inserted, namely:—

“ 101C. The Controller may, at any time,—

(a) call upon an insurer to submit for his examination x5 
at the principal place of business of the insurer in India 
all re-insurance treaties and other re-insurance contracts 
entered into by the insurer;

(b) examine any officer of the insurer on oath in rela­
tion to any such document as is referred to in clause (o) 20 
above; or '

(c) by notice in writing, require any insurer to supply 
him with copies of any of the documents referred to in 
clause (a), certified by a principal officer of the insurer.” .

34. In section 102 of the principal Act, after sub-section (1),*5 
the following sub-section shall be inserted, namely:—

“ (IA) If any person fails to produce any book, account or 
other document or to furnish any statement or information 
which, under sub-section (2) of section 33 or under sub-sec­
tion (3) of section 64UE, it is his duty to produce or furnish, or 3° 
to answer any question relating to the business of an Insurer 
which he is asked by an officer making an inspection under either 
of those sections, he shall be punishable with fine which may
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extend to two thousand rupees in respect of each failure and if 
the failure continues, to a further fine which may extend to one 
hundred rupees for each day after the first, during which such 
failure continues.”.

15. After section 107 of the principal Act, the following section 
shall be inserted, namely:— section

107A.

“ 107A. Every whole-time Chairman, whole-time director, Chair- 
auditor, liquidator, manager and any other employee of an in- etC"’ 
surer shall be deemed to be a public servant for the purposes of public 
Chapter IX of the Indian Penal Code.”. servants.

36- Section 109 of the principal Act shall be re-numbered as sub- Amend- 
section (1) thereof and, after sub-section ( /) , as so re-numbered, 
the following sub-section shall be inserted, namely:— 109.

t “ (2) No court shall take cognizance of any offence punish-
*5 able under sub-section (4) of section 34B or sub-section (IA)

of section 102 except upon complaint in writing made by an 
officer of the Central Government generally or specially 
authorised in writing, in this behalf by the Controller, and no 
court inferior to that of a Presidency Magistrate or a Magis- 

20 trate of the first class shall try any such offence.” .

87. After section HOC of the principal Act, the following sections insertion
' shall be inserted, namely:— °* new

sections
HOD,
110E,
110F,
110G and
110H.

“110D. No person shall have any right, whether in contract Certain 
or otherwise, to any compensation for any loss incurred by claims 

25 reason of the operation of any of the provisions contained in for com-
section 34 or section 34A or section 34E or section 37A or by 
reason of the compliance by an insurer with any order or direc- •
tion given to him under this Act.

HOE. Notwithstanding anything contained in the Life Sections
30 Insurance Corporation Act, 1956, the provisions of sections 3A, 27B 28B,

273 28B 33, 34, clause (fl) * of section 34E, 34F, 40C^44A^64U 33( etc., 
to 64UM (both inclusive), 64V, 64VA, 64VB, 64VC, 101A, 101C,
110D, 110G and 110H, shall also apply, so far as may be, to and m rai insur. 
relation to the genial insurance business carried on by the Life

i i  Insurance Corporation of India and the provisions of section 37A
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shall also apply to that Corporation if it becomes an acquiring 
insurer.

110F. The provisions of sections 3, 3A, 27B, 28B, 33, 84, 
clause (a) * of section 34E, 34F, 40A,*4$(?7"44A, 64U to 64UM 
(both inclusive), 64V, 64VA, 64VB, 64VC and 101A, 101C, HOOD, 5 
110G and 110H shall, notwithstanding any exemption granted 
under section 118, also apply, so far as may be, to and in relation 
to the general insurance business carried on by * * a State Gov­
ernment or a Government company as defined in section 617 offc 
the Companies Act, 1956. t

110G. (2) The Central Government shall constitute a Con­
sultative Committee consisting of the Controller (who shall be 
the Chairman thereof) and not more than four other members 
having special knowledge and experience of the business of 
insurance.

(2) The term of office of, and the allowances payable to the 
members of the Consultative Committee, the procedure to be 
followed by, and the quorum necessary for the transaction of 
business of, the Consultative Committee and the manner of filling 
casual vacancies therein shall be such as may be prescribed.

(3) Before making any order under sections 34, 34A, 34B, 
34C, 34E, 34F, 34G, sub-sections (4) and (7) of section 64UM 
and section 64VC, the Controller shall consult the Consultative 
Committee constituted under sub-section (1).

110H. (1) Any person aggrieved by any order made by the 
Controller under sections 34, 34A, 34B, 34C, 34E, 34F, 34G, sub­
sections (1), (4) and (7) of section 64UM or section 64VC may, 
within a period of thirty days from the date of such order prefer 
an appeal against such order to the Central Government and 
that Government may, by order, confirm, modify or reverse the 
order made by the Controller and the order so made by the Cen­
tral Government shall be final.

(2) No claim for compensation shall lie in favour of any 
person for anything done in pursuance of an order of the Con 
troller so long as such order was effective.

(3) The Central Government may, on the application of an 
appellant, stay, until the decision of the appeal, the operation

15

20

2J

30

35

1 of IBM.
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of any order made under section 34 or sub-section (5) of section 
34B or sub-clause (v) of clause (b) of section 34E.”.

38. In section 116A of the principal Act, in the proviso, for theAmend- 
word, figures and letter “section 28A”, the words, figures and letters

 ̂ “section 28A or section 28B” shall be substituted. llflA.
39. For clause (a) under Notes, below Form F of Part II of theAmend-

Third Schedule, the following shall be substituted, namely:— ment of
Form F

“ (a) This item must include all expenses directly incurred in Third 
in relation to assessment of claims of the nature of survey, Sche- 
fees, fees for police reports, legal fees, court expenses anddule. 
other similar charges, but should not include any establishment 
or administration expenses except in so far as they relate to 
any employee exclusively employed on survey or assessment of 
losses.”.

. .  40. After the Seventh Schedule to the principal Act, the follow-Insertion
mg Schedule shall be inserted, namely:— of Eighth

Schedule.‘THE EIGHTH SCHEDULE
(See section 52J)

P rinciples of com pensation

3o  The compensation to be given under section 52J shall be an
amount equal to the value of the assets of the acquired insurer 
as on the day immediately before the appointed day, computed 
in accordance with the provisions of Part I of this Schedule less 
the total amount of liabilities thereof as on that day, computed

25 in accordance with the provisions of Part II of this Schedule.
P a r t  I 
Assets

For the purposes of this Part, “value of assets” means 
the total of the following:—

30 (a) the market value of any land or buildings;
(b) the market value of any securities, shares, deben­

tures, bonds and other investments, held by the acquired in- 
ittrer.

Explanation.—For the purposes of this clause,—
({) securities of the Central and State Govern*

35 ments [other than the securities specified in sub-clauses
(ii) and (iii) of this Explanation] maturing for redemp­

tion within five years from the appointed day shall be 
valued at the face value or the market value, whichever

40 is higher;



6a
(ii) securities of the Central Government, such 

Post Office Certificates and Treasury Savings Deposit 
Certificates and any other securities or certificates 
issued or to be issued under the Small Savings Scheme 
of the Central Government, shall be valued at their 5 
face value or the encashable value as on the appointed 
day, whichever is higher;

(iii) where the market value of any Government 
security such as the zamindari abolition bonds or other 
similar security, in respect of which the principal is io 
payable in instalments, is not ascertainable or it, for 
any reason, not considered as reflecting the fair value 
thereof or as otherwise appropriate, the security shall 
be valued at such an amount as is considered reason* 
able, having regard to the instalments of principal and *5 
interest remaining to be paid, the period during whicn 
such instalments are payable, the yield of any security, 
issued by the Government to which the security per­
tains and having the same or approximately the same

' maturity, and other relevant factors; 20

(iv) where the market value of any security, share, 
debenture, bond or other investment is not considered 
reasonable by reason of its having been affected by 
abnormal factors, the investment may be valued on the 
basis of its average market value over any reasonable 
period;

(v) where the market value of any security, share, 
debenture, bond or other investment is not ascertain­
able, only such value, if any, shall be taken into account 
as is considered reasonable, having regard to the flnan- 30 
cial position of the issuing concern, the dividend paid by 
it during the preceding five years and other relevant 
factors;

(c) the total amount of the premium paid by the 
acquired insurer in respect of all leasehold properties, 35 
reduced in the case of each such premium by an amount 
which bears to such premium the same proportion as the 
expired term of the lease in respect of which such premium 
shall have been paid bears to the total term of the lease;

(d) the written down value as per books, or the realis- 40 
able value, as may be considered reasonable, of all furni­
ture, fixtures and fittings;



(e) the amount of debts due to the insurer, whether 
Mcured or unsecured, to the extent to which they are 
reasonably considered to be recoverable;

,(/) the amount of cash held by the insurer whether ia 
deposit with a bank or otherwise;

(p) the market or realisable value, as may be appro* 
priate, of other assets appearing on the books of the 
insurer, no value being allowed ior capitalised expenses, 
such as share selling commission, organisational expenses 
and brokerage, losses incurred and similar other items.

Part II
Liabilities

The total amount of the labilities of the insurer shall 
include—

■ (i) reserves for unexpired risks being in respect of each
policy, such portion of the last premium paid as is propor­
tionate to the unexpired portion of the policy in respect of 
which the premium was paid;

(ii) the total amount of all other liabilities of the 
insurer existing on the appointed day, including all 
contingent liabilities which the Central Government or the 
acquiring insurer may reasonably be expected to be required 
to meet out of its own resources on or after the appointed day.* * * * . *
C ertain  dividends not to be taken  in to  account

No separate compensation shall be payable for any 
profits or any dividend in respect of any period immediately 
preceding the appointed day, for which, in the ordinary course, 
profits would have been transferred or dividend declared after 
the appointed day.’.

41. In section 32 of the Payment of Bonus Act, 1965, in clause Amend,
(f), the words “employees employed by any insurer carrying on 

general insurance business and the” shall be omitted. im .

lftM (B) LS—12.



APPENDIX I
(Vide para 2 of the Report)

Motion in Lok Sabha for reference of the Bill to Joint Committee.
'That the Bill further to amend the Insurance Act, 1938, so as to 

provide for the extension of social control over insurers carrying on 
general insurance business and for matters connected therewith or 
incidental thereto anti also to amend the Payment of Bonus Act, 1965, 
be referred to a Joint Committee of the Houses consisting of 33 mem­
bers, 22 from this House, Namely: —

1. Shri K. Suryanarayana
2. Shri Shivajirao S. Deshmukh
3. Shri George Fernandes
4. Shri Bimalkanti Ghosh
5. Shri Humayun Kabir
6. Shri Ramavatar Shastri
7. Shri C. M. Kedaria
8. Shri S. S. Kothari

«, 9. Shri Brahm Prakash
10. Shri Jagannath Pahadia 

, 11. Shri K. C. Pant
12. Shri Mrityunjay Prasad
13. Shri K. Rajaram
14. Shri Ram Charan
15. Shri P. Ramamurti
16. Shri V. Narasimha Rao
17. Shri R. Dasaratha Rama Reddy
18. Shri Beni Shanker Sharma
19. Shri N. K. Somani ..
20. Pandit D. N. Tiwary
21. Shri Balgovind Verma
22. Shri Morarji R. Desai, and
11 from Rajya Sabha:
that in order to constitute a sitting of the Joint Committee the 

quorum shall be one-third of the total number of members 
of the Joint Committee;

that the Committee shall make a report to this House by the 
first day of the next session;

that in other respects the Rules of Procedure of this House re­
: lating to Parliamentary Committees shall apply with such

variations and modifications as the Speaker may make; and
that this House do recommend to Rajya Sabha that ^iajya 

Sabha do join the said Joint Committee and communicate 
to this House the names of 11 members to be appointed by 
Rajya Sabha to the Joint Committee.”

• .... 64



APPENDIX II
(Vide para 3 of the Report)

Motion in Rajya Sabha.

“That this House concurs in the recommendation of the Lok Sabha 
that the Rajya Sabha do join in the Joint Committee of the Houses on 
the Bill further to amend the Insurance Act, 1938, so as to provide for 
the extension of social control over insurers carrying on general in­
surance business and for matters connected therewith or incidental 
thereto and also to amend the Payment of Bonus Act, 1965, and resol­
ves that the following Members of the Rajya Sabha be nominated to 
serve on the said Joint Committee:

1. Shri M. P. Bhargava
2. Shri Ram Niwas Mirdha
3. Shri Jairamdas Daulatram
4. Shri Sherkhan
5. Shrimati Vidyawati Chaturvedi
6. Chaudhary A. Mohammad
7. Dr. B. N. Antani
8. Shri K. Chandrasekharan
9. Shri Man Singh Varma

10. Shri K. P. Subramania Menon
11. Shri K. R. Patil”

G5 i



A P P E N D I X  II I
(Vide para 7 of the Report)

Statement showing the names of Associations/Individuals etc. from 
whom memoranda/representations etc. were received by the

Joint Committee

S. From whom received Action Taken
No.

1 The National Cooperative Union Circulated to Mambcrs and
of'India, New Delhi. evidence taken on 25-10-68.

2 Federation o f  Indian Chambers Circulated to Members.
o f  Commerce & Industry’, New 
Delhi.

3 The Overseas and Inland Insurers’ Circulated to  Members and evi-
Employees Association, Cal- dencc taken on 25-10-68. 
cutta.

4 Shri N  S. Patel. Bombay. Circulated to Members.

5 The Calcutta Hospital and Nurs- Do.
ing Home Benefits Association,
Ltd., Calcutta.

6 The National Employers’ Mutual Circulated to Members &
General Insurance Association, evidence taken on 26-10-68. 
New Delhi.

7 The Indian Insurance Companies Circulated to Members and
Association, Bombay (Represent- evidence taken on 26-10-68.
ing both Indian andN on-lndian
Companies.)

8 The Institute o f  Insurance Sur- Circulated to Members and
veyors and Adjusters Ltd., evidence taken on 26-10-68. 
Bombay.

9 The Associated Chambers o f  Circulated to Members.
Commerce and Industry o f 
India, Calcutta.

10 |Shri R. N. Pandey, Delhi. £ D 04

11 The Indian Merchants Chamber. Circulated to Members and
Bombay. evidence taken on 26-10-68.
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S. From whom received Action taken

12 The Bombay Insurance Brokers’ Circulated to Members.
Association, Bombay.

13 Shri Gopi Chand Chopra, Jaipur. Circulated to Members.

14 The Insurance Surveyors & Loss Circulated to Members and
Assessors Association, New evidence taken on 26-10-68. 
Delhi.

15 Goa Chamber o f Commerce and Circulated to Members.
Industry, Panaji.

16 All India Insurance Employees Circulated to Members and
Association, New Delhi. evidence taken on 26-10-68.

17 The Southern Indian Chamber o f Circulated to Members.
Commerce and Industry,
Madras.

18 The Vulcan Insurance Co. Ltd., Circulated to Members and
(Staff Union) Bombay. evidence taken on 25-10-68.

19 Northern India Chamber o f Com- Circulated to Members.
mcrce and Industry, Chandi­
garh.

20 Snri R. N. Sharma, Delhi.

2t Shri Purushottamdas Rat hi,
Pipariya, Distt. Hoshangabad.

22 Shri P. I,. Jacob, Bombay-71

23 The Insurance Underwriters’
Association o f  India, Cal­
cutta.

24 The Bihar Chamber o f Commerce,
Patna.

25 The Indian Chamber o f Com­
' merce, Calcutta. ’

26 Association o f Insurance Surve­
yors (India), Calcutta.

Do.

Do.

Do.

Do.

Do.

Do.

Do.



APPENDIX IV
(Vide para 8 of the Report)

List of parties who gave evidence before the Joint Committee.

S. Name o f  the Parties Dates on which evidence
No. was taken {

x The National Cooperative Union 25th October, 1968.' 
o f  India, New Delhi.

2 The Overseas and Inland Insu- 25th October, 1968.
rers’ Employees Association,
Calcutta.

3 The All India Insurance Emp- 25th October, 1968.
loyees Association, General 
Insurance Sub-committee,
New Delhi.

4 The Vulcan Insurance Co. Ltd., 25th October, 1968.
(Staff Union), Bombay.

5 The Insurance Surveyors & Loss 26th October, 1968.
Assessors Association, New 
Delhi.

6 The Institute o f  Insurance Sur- 26th October, 1968.
veyors and Adjusters Ltd.,
Bombay, jj

7 The National Employers’ Mutual 26th October, 1968-
General Insurance Association 
Ltd., New Delhi.

8 The Indian Insurance Com- 26th October, 1968.^
 ̂ panics Association, Bombay.

9 iT h e  Indian Merchants’ Cham- 26th October, 1968.
ber, Bombay.
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Minutes 0/  the sittings of the Joint Committee on the Insurance 
(Amendment) Bill, 1968.

I
First sitting

The Committee sat on Monday, the 2nd September, 1968 from 11.00 
to 11.30 hours.

PRESENT 
Pandit D. N. Tiwary—Chairman

M e m b e r s

• Lok Sabha!
2. Shri Shivajirao S. Deshmukh
3. Shri K. Suryanarayana
4. Shri George Fernandes
5. Shri Bimalkanti Ghosh
6. Shri Ramavatar Shastri
7. Shri Ramavatarr Shastri
8. Shri S. S. Kothari
9. Shri Jagannath Pahadia

10. Shri K. C. Pant
11. Shri Mrityunjay Prasad
12. Shri Ram Charan
13. Shri V. Narasimha Rao ,
14. Shri N. K. Somani
15. Shri Balgovind Verma
16. Shri Morarji R. Desai

Rajya Sabha

17. Shri M. P. Bhargava
18. Shri Ram Niwas Mirdha
19. Shri Jairamdas Daulatram
20. Sfer! Sherkhan

A P P E N D I X  V
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21. Shrimati Vidyawati Chaturvedi
22. Chaudhary A. Mohammad
23. Dr. B. N. Antani
24. Shri K. P. Subramania Menon
25. Shri G. R. Patil

Representatives o f  the M in istry o f  F inance (D epartm ent or
Revenue and Insurance)

1. Shri P. Govindan Nair, Secretary.
2. Shri A. Rajagopalan, O.S.D. & Joint Secretary.
3. Shri C. S. Anantapadraanabhan, Director (Insurance).
4. Dr. Raj K. Nigam, Deputy Secretary.

Legislative Council

Shri S. K. Maitra, Jt. Secretary & Legislative Counsel.

S ecretariat 

Shri M. C. Chawla—Deputy Secretary.

2. At the outset, the Chairman welcomed the Members of the Com­
mittee.

3. After some discussion the Committee decided that a Press Com­
munique (Annexure) be issued advising individuals, public bodies, 
business organisations, insurers and other associations who were desi­
rous of submitting memoranda on the Bill or of giving evidence before 
the Committee thereon, to do so by the 25th September, 1968.

4. The Committee also decided that the Members might give their 
notices of amendments to the Bill, if any, by the 10th October, 1968.

5. The Committee decided that Chamber of Commerce, business 
organisations, insurers’ associations, etc. should specifically be addres­
sed to enquire whether they wish to submit memoranda and give evi­
dence before the Committee.

6. The Committee authorised the Chairman to select parties after 
the receipt of written memoranda from them for oral evidence and to 
fix the time and date in each case.

7. The Committee then adjourned to meet again. From Friday, 
the 25th October, 1968 onwards to hear oral evidence and thereafter 
to take up clause-by-clause consideration of the Bill.
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ANNEXURE

LOK SABHA SECRETARIAT 
PRESS COMMUNIQUE 

The Insurance (Amendment) Bill, 1968 which was introduced in 
Lok Sabha on the 8th April, 1968 was referred to a Joint Committee 
of both Houses of Parliament. It seeks to provide for the extension 
of social control over insurers carrying on general insurance business. 
In order to eliminate undesirable practices in general insurance 
Business, the Bill contains, inter alia provisions to provide for (i) res­
triction on shareholding and voting rights (ii) regulation of invest­
ments (iii) conferring of power on the Controller of Insurance to 
carry out routine or surprise inspections and issue directions, to 
appoint Directors on the Board of Directors or Observers, to 
enforce amalgamations of insurers, to regulate and fix pre­
mium rates etc. The Joint Committee at their first sitting 
held today under the Chairmanship of Pandit D. N. Tiwary, 
M.P. decided that individuals, public bodies, business organi­
sations, Insurers and other associations desirous of submitting 
memoranda on the Bill for consideration of the Committee 
may send 50 copies of each memorandum so as to reach the Secretary, 
Lok Sabha, Parliament House, New Delhi on or before the 25th Sep­
tember, 1968. The memoranda which might be submitted to the Com­
mittee would form part of the records of the Committee and should 
ba treated as strictly confidential and not circulated to anyone, as such 
an act would constitute a breach of privilege of the Committee.

Those who are desirous of giving oral evidence before the Com­
mittee, besides sending memoranda, are requested to intimate to this 
effect to the Lok Sabha Secretariat by the said date for consideration 
of the Committee.

The Insurance (Amendment) Bill, 1968, as introduced in Lok 
Sabha, was published in the Gazette of India, Extraordinary, Part II, 
Section 2, dated the 8th April, 1968.

The Committee will sit in Parliament House, at New Delhi from 
the 25th October. 1968 onwards to hear the evidence and thereafter 
take up clause-by-clause consideration of the Bill.

New D elh i; 
dated the 2nd September, 1968
No. 16/8/CII/68 Dated the 2nd September, 1968.

Copy forwarded for information to the News Editor, All India 
Radio, New Delhi.
1955 (B) L S —13
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It is requested that this may please be broadcast from the A.I.R. 
on three successive days and this Secretariat informed of the dates on 
which it is broadcast.

M. C. CHAWLA, 
Deputy Secretary,

II
Second sitting

The Committee sat on Friday, the 25th October, 1968 from 15.00 to 
19.15 hours.

MEMBERS 

Pandit D. N. Tiwary— Chairman

MEMBERS 

Lok Sabha

2. Shri K. Suryanarayana
3. Shri George Fernandes
4. Shri Humayun Kabir
5. Shri Ramavatar Shastri
6. Shri C. M. Kedaria
7. Shri S. S. Kothari
8. Ohowdhry Brahm Perkash
9. Shri Jagannath Pahadia

10. Shri Mrityunjay Prasad
11. Shri Ram Charan
12. Shri P. Ramamurti
13. Shri V. Narasimha Rao
14. Shri R. Dasaratha Rama Reddy
15. Shri Beni Shanker Sharma
16. Shri N. K. Somani
17. Shri Balgovind Verma
18. Shri Morarji R. Desai

Rajya Sabha

19. Shri Jairamdas Daulatram
20. Shri Sherkhan
21. Shrimati Vidyawati Chaturvedi



22. Chaudhary A. Mohammad
23. Dr. B. N. Antani
24. Shri K. Chandrasekharan
25. Shri Man Singh Varma
26. Shri K. P. Subramania Menon
27. Shri G. R. Patil

Representatives of the Ministry of Finance

1. Shri P. Govindan Nair, Secretary, Department of Revenue
and Insurance.

2. Shri A. Rajagopalan, O.S.D. and Joint Secretary, Department
of Revenue and Insurance.

3. Shri C. S. Anantapadamanabhan, Director (Insurance) De­
partment of Revenue and Insurance.

4. Dr. Raj K. Nigam, Deputy Secretary, Department of Revenue
and Insurance.

S ecretariat

JLJU Shri M. C. Chawla—Deputy Secretary.

2. The Committee heard the views of the representatives of the 
following Organisations/Associations/Company on the provisions of 
the Bill:— r

I. (i) National Cooperative Union of India, New Delhi:

(i) Shri M C. Shah,
Manager, Union Cooperative Insurance
Society, Delhi Branch.

(ii) Shri R. N. Panda,
President, Orissa Cooperative Insurance 
Society, Cuttack.

(iii) Shri A. S. R. Murthi,
General Manager, Hyderabad Cooperative 
Insurance Society, Hyderabad.

(iv) Shri M. S. Asthana,
Chief Executive Director of National 
Cooperative Union of India, New Delhi.
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(v) Shri R. D. Bedi,
Joint Director, National Cooperative Union of India, 
New Delhi.

(15.00 to 16.25 hrs.)
n. The Overseas & Inland Insurers* Employees’ Association, 

Calcutta. &
All India Insurance Employees Association General Insurance Sub­

committee, New Delhi.
(i) Shri Ajit Lai Das,

President, Overseas and Inland Insurers’
Employees’ Association, Calcutta.

(ii) Shri Atul Kirshna Kundu,
General Secretary, Overseas & Inland 
Insurers’ Employees’ Association, Calcutta.

(iii) Shri Samaresh Sarkar,
Member, Executive Committee, Overseas & Inland 
Insurers’ Employees’ Association, Calcutta.

(iv) Shri R. N. Mukherjee,
Member, Executive Committee, Overseas & Inland 
Insurers’ Employees’ Association, Calcutta.

(v) Shri K. D. Bhattacharya,
Member. Executive Committee, Overseas & Inland 
Insurers’ Employees’ Association, Calcutta.

r
6  ..

(i) Shri Saroj Chaudhuri,
General Secretary, All India Insurance 
Employees Association, General Insurancem
Sub-Committee, New Delhi.

(ii) Shri K. S. B. Pillai,
Joint Secretary, All India Insurance 
Employees Association, General Insurance 
Sub-Committee, New Delhi.
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(iii) Shri Ajoy Das Gupta,

Member, Executive Committee, Overseas & Inland 
Employees Association, General Insurance 
Sub-Committee, New Delhi.

(iv) Shri J. G. Kothare,
Member, Working Committee, All India Insurance
Employees Association, General Insurance Sub-Committee, 
New Delhi.

(v) Shri R. K. Gupta,
Member, General Council, All India Insurance 
Employees Association, General Insurance 
Sub-Committee, New Delhi.

(vi) Shri P. P. Ravindranathan,
Member, General Council. All India Insurance Employees., 
Association, General Insurance Sub-Committee, New 
Delhi.

(16.30 to 18.20 hrs.)
[The attention of all these witnesses was drawn to Direction 98 of the 
Directions by the Speaker.]

3. On a point being raised that the witnesses referred to in para 1
(II) above should be permitted to raise the nue«tion of nationalisa­
tion of general Insurance, the CWrman invited the Attention of the 
members to Direction 76 of th<» Directions bv the Soealc^r and ruled 
that this was bevond the nurview of the Committee as it sought to 
make some particular or additional provision in the Bill under consi­
deration. He. however, added that the member could raise this when 
the Committee meet to take up clause-by-clause consideration of the 
Bill.

4. After the evidence of the representatives of organisations re­
ferred to in para 1 (II) above concluded, the Committee heard the 
following representatives of the Vulcan Insurance Co. Ltd. (Staff 
Union), Bombay from 18.20 to 19.15 hrs.:

(i) Shri P. B. Deshmukh,
President.

(ii) Shri N. M. Shukla.
General Secretary.

(iii) Shri V. A. Korgonkar,
Joint General Secretary.



(iv) Shri K. S. Dighe,
Treasurer.

5. A verbatim record of the evidence was kept.

6. The Committee then adjourned till 10.00 hours on the 26th 
October, 1968.

HI

Third Sitting

The Committee sat on Saturday, the 26th October, 1968 from 
10.00 to 12.00 hours and again from 1400 to 18.15 hours.

PRESENT 
Pandit D. N. Tiwary—Chairman 

, MEMBERS
Lok Sabha

2. Shri K. Suryanarayana
3. Shri George Fernandes
4. Shri Humayun Kabir
5. Shri Ramavatar Shastri
6. Shri C. M. Kedaria
7. Shri S. S. Kothari
8. Chowdhry Brahm Perkash
9. Shri Jagannath Pahadia

10. Shri Mrityunjay Prasad
11. Shri Ram Charan
12. Shri P. Ramamurti *
13. Shri V. Narasimha Rao
14. Shri R. Dasaratha Rama Reddy 

r” 15. Shri Beni Shanker Sharma
16. Shri N. K. Somani
17. Shri Balgovind Verma
18. Shri Morarji R. Desai

Rajya Sabha

19. Shri M. P. Bhargava
20. Shri Jairamdas Daulatram
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21. Shri Sherkhan
22. Shrimati Vidyawati Chaturvedi
23. Choudhary A. Mohammad
24. Dr. B. N. Antani
25. Shri K. Chandrasekharan
26. Shri Man Singh Varma
27. Shri K. P. Subramania Menon
28. Shri G. R. Patil

L egislative C ounsel

Shri S. K. Maitra, Jt. Secretary and Legislative Counsel.
R epresentatives of the M in ist r y  of F in an ce  

(D e par tm en t  of R evenue and  Insurance)

1. Shri A. Rajagopalan, O.S.D. and Joint Secretary.
2. Shri C. S. Anantapadmanabhan, Director (Insurance).
3. Dr. Raj K. Nigam, Deputy Secretary.

Secretariat

Shri M. C. Chawla, Deputy Secretary.
As the following witness, which was the first in the order paper, 

did not come, the Committee held general discussion on the various 
provision of the Bill in the light of the evidence given before them 
at their yesterday’s sitting:

Shri Gopi Chand Chopra, Jaipur.
2. The Committee then took up examination of the following 

witnesses:
I. The Insurance Surveyors & Loss Assessors Association, New Delhi

(i) Shri R. K. Bhandari, President
(ii) Shri V. N. Sarin, Vice-President
(iii) Shri R. N. Sharma, Secretary
(iv) Shri J. D. Gulshan, Joint Secretary
(v) Shri S. C. Rosha, Joint Secretary

(10.45 to 12.00 hours)

3. The Committee then adjourned for Lunch at 12.00 hours.
4. The Cogimittee re-assembled after Lunch at 14.00 hours and 

heard the evidence of the following further witnesses:
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II. Institute of Insurance Surveyors and Adjusters Ltd., Bombay
(i) Shri V. N. C. Narichania, Secretary
(ii) Shri R. C. Sh'eth, Member
(iii) Shri S. C. Mazumdar, Member
(iv) Shri V. P. Shah, Member

(14.00 to 15.00 hours)
III. The National Employers’ Mutual General Insurance Association,

New Delhi
(i) Shri M. L. Pasricha, Manager for India

(ii) Shri V. P. Mehta, Branch Manager
(iii) Shri R. Mahadev, Office Manager, Bombay.

(15.00 to 15.46 hours)
IV. The Indian Insurance Companies Association, Bombay

(Representing the entire General Insurance Industry in India 
composed of both Indian and Non-Indian Companies)

(i) Shri P. U. Patel, Chairman, Special Advisory Committee
(ii) Shri H. V. Gandhi, Vice-Chairman, Special Advisory Com­

mittee
(iii) Shri C. M. Teliwala, Chairman, Indian Insurance Com­

panies Association, Bombay
(iv) Shri E. K. Sunivasan, Chairman, Indian Insurance Com­

panies Association, Madras
(v) Shri K. P. Modi, Chairman, Indian Insurance Companies

Association, Calcutta
(vi) Shri D. Hammond Giles, Chairman, Overseas Insurers

Association
(vii) Shri G. V. Kapadia, Technical Adviser
(viii) Shri S. K. Desai, Technical Adviser.

(15.50 to 17.29 hours)

V. The Indian Merchants’ Chamber, Bombay

(i) Shri Pratap Bhogiial, President
(ii) Shri J. H. Bostai, Vice-President 

(Hi) Shri R. M. Desai, Member
(iv) Shri C. L. Grheevala, Secretary %

(17.30 to 18.15 hours)
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5. A verbatim record of the evidence was kept.
6. The Committee then adjourned till 10.00 hours on Sunday, 

the 27th October, 1968.
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IV
Fourth Sitting

The Committee sat on Sunday, the 27th October, 1968 from 10.0# 
to 13.00 an'd again from 15.00 to 17.30 hours.

PRESENT
Pandit D. N. Tiwary—Chairman

M em bers

Lok Sabha
2. Shri K. Suryanarayana
3. Shri George Fernandes
4. Shri Ramavatar Shastri
5. Shri C. M. Kedaria
6. Shri S. S. Kothari
7. Chowdhry Brahm Perkash
8. Shri Jagannath Pahadia
9. Shri Mrityunjay Prasad

10. Shri Ram Charan
11. Shri P. Ramamurti
12. Shri R. Dasaratha Rama Reddy
13. Shri Beni Shanker Sharma ,
14. Shri Balgovind Verma
15. Shri Morarji R. Desai.

Rajya Sabha

16. Shri M. P. Bhargava
17. Shri Sherkhan
18. Chaudhary A. Mohammad
19. Dr. B. N. Antani
20. Shri K. Chandrasekharan
21. Shri K. P. Subramania Menon
22. Shri G. R. Patil
23. Shri Man Singh Varma 

1955 (B) LS—14.



R e pre se n ta tiv es  o f  th e  M in is t r y  o f  F in a n c i?

1. Shri P. Govindan Nair, Secretary, Ministry of Finance
(Department of Revenue and Insurance).

2. Shri A. Rajagopalan, O.S.D. & Joint Secretary, Ministry of
Finance (Department of Revenue and Insurance)

i 3. Shri C. S. Anantapadmanabhan, Director (Insurance), 
Ministry of Finance (Department of Revenue and
Insurance)

4. Dr. Raj K. Nigam, Deputy Secretary, Ministry of Finance 
(Department of Revenue and Insurance).

L eg isla tiv e  C o u n se l  

Shri S. K. Maitra, Joint Secretary and Legislative Counsel.

S ecretariat  

Shri M. C. Chawla, Deputy Secretary.

2. At the outset, the Chairman apprised the Committee of the 
letter dated the 26th October, 1968 from Shri N. K. Somani, as he 
was going out of India, his amendments might be considered by 
the Committee.

3. The Committee then took up clause-by-clause consideration of 
the BilL

4. Clause 2.—The following amendments were accepted: —
(1) Page 2, line 2, omit “in sub-section (4)”

(2) Page 2, after line 2, insert

“ (a) in sub-section (4),— ,
(i) after clause (a), the following clause shall be inserted, 

namely:—
“ (aa) if the insurer fails, at any time, to comply with 

the provisions of section 64VA as to the excess of ( 
the value of his assets over the amount, of his 
liabilities, or” .

(3) Page 2, line 3, for “ (i)” , substitute “ (ii)” .
(4) Page 2, line 4, for “ (ii)” , substitute “ (iii)” ,
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(5) Page 2, after line 7, insert—

“ (b) in sub-section (5),—
(i) after the word, brackets and letter ‘clause (a)’, the

word, brackets and letters ‘clause (aa) ’ shall be
inserted;

(ii) after the word, brackets and letter ‘clause (e) ’, the
word, brackets and letters ‘clause (ee)’ shall be
inserted;

(c) in sub-section (5C),—
(i) after the word, brackets and letter ‘clause (a)’, the 

word, brackets and letters ‘clause (aa)’ shall be in­
serted;

(ii) after the words and figures ‘or section 98’, the words,
figures and letters ‘or complies with the provisions of
section 64VA as to the excess of the value of his assets
over the amount of his liabilities’ shall be inserted.”

The clause, as amended, was adopted.
5. Clause 3.—The following amendments were accepted: —

(1) Page 2, line 13, for “total premiums” , substitute “total 
gross premium written direct in India”.

(2) Page 2, lines 15-16, omit “ (including consideration for
annuities, if any, less re-insurances)”.

(3) Page 2, line 16, omit “in India”.
(4) Page 2, line 21, after “business” insert—

“Provided that in the case of an insurer carrying on solely.
re-insurance business, the provisions of this sub-section 
gViall apply with the modification that instead of the 
total gross premium written direct in India, the total 
premiums in respect of facultative re-insurances accept­
ed by him in India shall be taken into accoun*."

Page 2, for lines 22 to 30, substitute
4. In section 6A of the principal Act,—

(a) after sub-section (10), the following sub-section shall 
be inserted, namely: —

The clause, as amended, was adopted.
6. Clause 4.—The following amendment was accepted:-

Amend­
ment of 
section GA.



as

commencement of the Insurance (Amendment) Act, 
1968, also apply to insurers carrying on general in­
surance business subject to the following modifica­
tions, namely:—

‘ (i) that references in sub-sections (1), (3), (5) and
(6) to the Insurance (Amendment) Act, 1950, 
shall be construed as references to the Insurance 
(Amendment) Act, 1968; and

(ii) references in sub-section (10) to sub-sections (7) 
and (8) shall be omitted.’ ” ;

(b) the Explanation shall be re-numbered as Explanation
I, and after Explanation I, as so re-numbered, the 
following shall be inserted, namely: —

“Explanation II.—The provisions of Explanation I shall, 
in their application, after the commencement cf the 
Insurance (Amendment) Act, 1968, to insurers car­
rying on general insurance business, be subject to 
the modification that for sub-clauses (a) and (b) of 
clause (ii), the following shall be substituted, 
namely:—

‘ (a) by a company of which such person is a member 
holding more than ten per cent of the paid-up 
share capital, or’.”

The clause, as amended, was adopted.

7. Clause 5.—The clause was adopted without amendment.

8. Clause 6.—The following amendments were accepted:
(1) Page 3, for lines 3 to 6, substitute—

“ (i) for clauses (a) to (i), the following shall be substi­
tuted, namely: —

“ (a) where his total gross premium written direct in 
India in respect of general insurance business in any 
calendar year commencing after the 31st December,
1967, did not exceed rupees one crore, a sum of rupees 
ten lakhs,

(b) where his total gross premium written direct in India 
in respect of general insurance business during any 
calendar year referred to in clause (a) exceeded 
rupees one crore, a sum of rupees twenty lakhs,”



(2) Page 3, after line 9, insert
“ (iii) after the proviso, the following further proviso shall 

be inserted, namely: —
“Provided further that in respect of an insurer not having 

a share capital and carrying on only such insurance 
business as in the opinion of the Central Govern­
ment is not carried on ordinarily by insurers under 
separate policies, the Central Government may by 
notification in the Official Gazette, order that the pro­
visions of this sub-section shall apply to such insurer. 
with the modification that instead of the sum of 
twenty lakhs or ten lakhs of rupees, as the case may 
be, the deposit to be made by such insurer shall be 
such amount, being not less than one hundred and 
fifty thousand rupees, as may be specified in the said 
notification.”

(3) Page 3, line 12 for “ (1A) substitute “ (IA) (i)”.
(4) Page 3, line 22, for “one-fourth’’ substitute “one-fifth”.
(5) Page 3, line 25, for “one-third” substitute “one-fourth”.
(6) Page 3, lines 29-30, for “one-half of the residue” substitute

“one-third of the balance left after making the deposit 
under clauses (a) and (b).

(7) Page 3, line 31, omit “and”.
(8) Page 3, for lines 32-33, substitute

“ (d) the fourth shall be not less than one-half of the residue 
and shall be paid before the expiry of four years from 
such commencement, and

(e) the balance shall be paid before the expiry of five years 
from such commencement.” ^

(9) Page 3, after line 33, insert
“ (ii) An insurer referred to in clause (a) of sub-section

(1) by whom the total gross premium written direct in 
India in any calendar year in respect of general insur­
ance exceeds for the first time rupees one crore, shall, 
make deposit of the sum which is equal to the difference 
between the sum already deposited and kept deposited, 

him as at the end of such calendar year, and the 
of rupees twenty lakhs, in not more than five equal, 

I Z a l  instalments, the t o t  of which shall be made on
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Or before the 31st day of December of the year imttifr* 
diately following the year in which the total gross pre­
mium written direct by him in India exceeded rupees 
one crore and nothing in clause (i) of this sub-section 
shall apply to such insurer after the end of the calendar 
year during which the gross premium written direct by, 
him in India exceeded rupees one crore.”

(10) Page 4, line 8, /or “this section” substitute “this section 
and section 64VA”.

(11) Page 4, line 17, after “as a group” insert “ in respect of 
their business in India”.

(12) Page 5, line 9, for “in India shall” substitute “in India . 
shall, unless he has joined another group within a period 
of six months from the date of cessation of the previous 
group and has complied with all the provisions of this 
section,”

(13) Page 5, lines 12-13 for “the date of cessation of the group” 
substitute “ the date of such cessation”.

(14) Page 5, line 15, for “the date of cessation of the group” 
substitute “ the date of such cessation” .

(15) Page 5, after line 27, insert—

“ (IE) Where a group of insurers is operating in India as a 
group, such insurers may notwithstanding anything con­
tained in section 32A, have common officers and com­
mon staff within India.”

(16) Page 5, for lines 36-37, substitute—
“ 1968, a deposit of rupees ten lakhs shall be made before the 

application for registration is made and the provisions 
of clause (ii) of sub-section (IA) shall apply to such 
insurer after his registration as they apply to an insurer 
specified in clause (a) of sub-section (1)” .

(17) Page 6, line 12, for “ by all the members of the group” 
substitute “by the other insurers of group or the proposed 
group, as the case may be,”

(18) Page 6, lines 14-15, for “sub-section (4)” substitute “sub­
section (2A) of section 3 or in sub-section (4)” .

The clause, as amended, was adopted.



9. Clauses 7 to 10.—The clauses were adopted without amendment.
10. Clause 11.—The following amendments were accepted:

(1) Page 8, lines 8-9, for “ (a) to (f), (i) to (n), (q) and (s)\
substitute “ (a) to (e), (n), (q) and (r)”.

(2) Page 8, after line 9, insert—
(b) debentures secured by a first charge on any immovable 

property, plant or equipment of any company which has 
paM interest in full for the three years immediately 
preceding or for at least three out of the four or five 
years immediately preceding on such or similar deben­
tures issued by it;”

(3) Page 8, line 10, for “ (b)” substitute “ (c)”.
(4) Page 8, line 15, for “ (c)” substitute “ (d)”.
(5) Page 8, line 18, for “five” substitute “three” .
(6) Page 8, line 19, for “five out of the six or seven” substi­

tute “three out of the four or five” .
(7) Page 8, after line 20, insert—

"(e) preference shares of any company which has paid divi­
dends on its ordinary shares for the three years imme­
diately preceding or for at least three out of the four 
or five years immediately preceding;

(f) preference shares of any company on which dividends 
have been paid for the three years immediately preced­
ing or for at least three out of the four or five years im­
mediately preceding and which have priority in pay­
ment over all the ordinary shares of the company in 
winding u p ;

(g) shares of any company which have been guaranteed by 
another company, such other company having paid divi­
dends on its ordinary shares for the three years imme­
diately preceding or for at least three out of the four 
or five years immediately preceding:

Provided that the total amount of shares of all the com­
panies under guarantee by the guaranteeing company is 
not in excess of fifty per cent of the paid-up amount of 
preference and ordinary shares of the guaranteeing
company;

(h) shares of any company on which dividends of not less 
than four per cent including bonus have been paid for
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the three years immediately preceding or for at least 
three out of the four or five years immediately preced­
ing;

(i) first mortgages on immovable property situated in India 
or in any other country where the insurer is carrying 

on insurance business:
Provided that the property mortgaged is not leasehold 

property with an outstanding term of less than fifteen 
years and the value of the property exceeds by one- 
third, or if it consists of buildings, exceeds by one- 
half, the mortgage money.”

(8) Page 8, line 21, for ‘id” substitute “j ” .

(9) Page 8, line 29, omit “being a company”.
(10) Page 8, line 38, for “oil the directors” substitute “all the 

directors, other than directors appointed under section 
34C”.

(11) Page 9, after line 5, insert
“Provided that the making, or the continuance, of such in­

vestment is not objected to by any director appointed 
under section 34C”.

(12) Page 9, for lines 22 to 25 substitute
“Provided that nothing in this sub-section shall apply to 

any investment made by an insurer in the shares of any 
other insurer if such other insurer is a company within 
the meaning of section 3 of the Companies Act, 1956, and 
carries on insurance or re-insurance business in India.”

(13) Page 9, line 37, for “clause (i) or clause (k) or clause
(1)” substitute “clause (c) or clause (g) or clause (h )’\

(14) Page 10, for lines 20 and 21, substitute
“credited, during the preceding sixty days to the account of 

the insurer with such banking company and the amounts 
deposited, during the preceding thirty days, by such in­
surer with that banking company for payment of claims 
or out of re-insurance recoveries shall be excluded.”

(15) Page 10, lines 25-26, for “investment” substitute “invest­
ment or for payment of claims, or which may be kept as
security deposit with the banks for acceptance of poli­
cies” .

The clause, as amended, was adopted.
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11. Clauses 12 and 13.—The clauses were adopted without amend­

ment.
fc... 4 » I • (

12. Clause 14.—The clause was adopted without amendment.
The Minister-in-charge, however, gave an assurance that clauses 

14 and 41 of the Bill would not be brought into force until the Pay­
ment of Bonus Act, 1965, was suitably amended in relation to the 
employees of the Insurance companies, carrying on general insur­
ance business. ,

13. Clause 15.—The clause was adopted without amendment.

14. Clause 16.—The following amendments were accepted:—

(1) Page 14, after line 20, insert—
"APPOINTMENT OF STAFF

33A. The Central Government or the Controller may ap­
point such staff, and at such places as it or he may con­
sider necessary, for the scrutiny of the returns, state* #tajj  
ments and information furnished by insurers under this 
Act and generally to ensure the efficient performance 
of the functions of the Controller under this Act.”

(2) Page 14, marginal heading to clause 16, after “sections” 
insert “33A”.

(3) Page 15, after line 8, insert
“Provided that no such direction shall be issued to any in­

surer in particular unless such insurer has been given a 
reasonable opportunity of being heard.”

(4) Page 15, lines 19 and 20, for “managing director or any 
other director, whole-time or otherwise”, substitute 
“managing or whole-time director”.

(5) Page 15, lines 21-22, delete “or secretary, accountant or 
underwriter,”

(6) Page 15, lines 30-31, for “managing director or any other 
director, whole-time or otherwise" substitute “managing 
or whole-time director”.

(7) Page 15, lines 32-33 omit “or secretary, accountant or 
underwriter,”

(8) Page 16, lines 1 to 3, for “secretary, accountant or under­
writer or the managing director or any other director,

10M(B)Lfi—l*. . .  i ■*



Whole-time «r otherwise*”, substitute “managing or whale*
time director”.

(6) Pag* 15̂  lines 14-15, omit “*r fay a secretary, accountant or 
underwriter”.

(10) Page !£, line 17, after "appointment”, insert “or re-ap* 
peintmenf’

(11) Page 16, line 20, after “appointment” insert “or re-ap­
pointment”.

<tt) Page 1 8 .-
(i) lines 28-29, for “chief executive officer, by whatever

name called, or other officer or employee”, substitute
“or the chief executive officer, by whatever mode cal­
led,”;

(ii) lines 32-33, omit “or other officer or employee”;

( » )  Page 17,—
(i) lines 1-2, omit “or other officer or employee”;

(11) lines 3-4, omit “or other officer or employee”;
(iii) omit lines 8 to 15.
(ir) line 17, omit “or other officer or employee”;
tv) line 19, omit “or oilier officer or employee”;
(vi) lines 32-43, omit “or other officer or employee”;
(vii) line 37, omit “or other officer or employee”; ,

(14) Page 18,—
(i) lines 4-5, omit “or other officer or employee”;

(li) line 13, after “in the”, insert “public interest or In 
the”. ,

(15) Page 19,—
<i) line# 1-2, for “a director, chief executive officer or other 

officer or employee”, substitute “a director or chief exe­
cutive officer”;

(ii) line 7, omit “ (1)".

(17) Page 2 0 ,- ;
<i) emit fines V to 11.
(ii) line 35, omit “ (1) ”.

(16) Page 2 1 ,-
(i) omit lines 10 to 14. . i
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(ii) lines 28̂ 27, for “an inspection under that snbnectirair<r“
substitute “an investigation under sub-section (1) at 
section 33 or an inspection under sub-section (1A) at 
section 33, or”.

The clause, as amended, was adopted.

15. Clause 17.—The following amendment was accepted:—
Plage 24, after line 12, insert

“Provided that no such scheme shall be prepared unless the 
other insurer has given his written consent to the pro­
posal for such amalgamation.”

Hie clause, as amended, was adopted. ’

IS. The Committee adjourned for Lunch at 13.00 hours and re­
assembled at 15.00 hours and took up further clause-by-dtruse con­
sideration of the Bill.

17. Clause 18.—The following amendments were accepted:—
(1) Page 28, for lines 24—33, substitute—

“ (a) where the policy relates to flre or marine insurance, 
five per cent of the premium payable on the policy, and

(b) where the policy relates to miscellaneous insawwee, ten 
per cent r f the premium payable on the policy.” .

(2) Page 29, omit lines 1 to 38. '■?
(3) Page 30, omit lines 1 and 2.

UJic clause, as amended, was adopted. i

18. Clause 19.- The following amendments were accepted: i
(1) Page 30, after line 13, insert— '

“ (ii) in the case of an insurer having his principal place of
business outside India a share of the expenses of his 
office in India In respect of a general insurance business 
transacted by him outside India through this office in 
India, not exceeding such percentage of his gross direct 
premium written outside India through Ms office in 
India, as may be prescribed.”

(2) Page 30, line 14, for “ (ii) substitute ‘ (iii) . >

- <3) Page 30, Ua* 19, for “ (iii)” aubstitvU “ fly)”.

Th* clause, as amended, was adopted, .. . .  . i



19. Clauses 20 and 21.—The clauses were adopted without amend­
ment. ■•••*.

20. Clause 22.—The following amendments were accepted:

(1) Page 31, line 29, for “52M” substitute “52N”.
(2) Page 32, lines 2-3, omit "the undertaking of the acquired

insurer and4'. «
(3) Page 32, after line 3, insert “ the undertaking of insurer 

and its” .
(4) Page 32, line 6, omit “undertaking of the acquired Insurer 

and its”
(5) Page 32, line 7, after “liabilities” , insert “of the under­

taking of the acquired insurer".
(6) Page 32, lines 17-18, omit “ the undertaking of the acquir­

ed insurer and”
(7) Page 32, line 18, for “his” substitute “ the".

(8) Page 32, after line 18, insert “of the undertaking of tha 
acquired insurer” .

(9) Page 32, line 21, after “scheme” insert “made under sec­
tion 52-1”.

(10) Page 32, line 22, for “52M” substitute “52N".

(11) Page 32, line 23, omit “ that Government may” .
(12) Page 32, line 24, after “that the” insert “assets and liabili­

ties of the” .

(13) Page 32, lines 24-25, omit “including the assets and liabili­
ties thereof*.

(14) Page 32, lines 28-29, omit “and the assets and liabilities
thereof”. ...

(15) Page 33, line 1, omit “o f ’.

(16) Page 34, line 15, omit “shareholders of the” .
(17) Page 34, line 16, for “ their” substitute “his”.
(18) Page 35, for lines 1-2, substitute “The acquired insurer”.
(19) Page 35, omit lines 8 to 14

(20) Page 35, lines 19-20, for “all those to whom compensation 
is payable under sub-section (1)” , substitute “ the acquir-

' *d Insurer". . .
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(21) Page 35, line 23, for “ (3) ” substitute “ (2)” and omit “any 
shareholder o f ’.

(22) Page 35, line 24, for “such shareholder” substitute “he” .
(23) Page 35, omit lines 28 to 34.

(24) Page 35, line 35, for “ (4)” substitute “ (3)”.
(25) Page 35, line 36, for “requests” substitute “request”.

(26) Page 35, line 37, for “ (5)” substitute “ (3)” .

(27) Page 35, line 38, for “ (3)” , substitute “ (2)”.
(28) Page 36, lines 3-4, for “requests” substitute “request” .
(29) Page 36, line 4, for “ (5)” substitute “ (3) ’\

(30) Page 36, line 8, for “ (5)” substitute " (3 )”.
(31) Page 36, line 13, for “ (7)” substitute “ (5)” .
(32) Page 37, offer line 35, insert—

“52N. Where any acquired insurer, being a company, has in ^ ec âl 
accordance with the provisions of this Act, collected and for win<j. 
distributed any monies paid to him by the Central Gov- ing up 
emment or the acquiring insurer, as the case may be, required 
by way of compensation or otherwisefl and hs~ also com- insurer8- 
plied with any directions given to him by the Central 
Government or the acquiring insurer, as the case may 
be, for the purpose of securing that the ownership of 
any property or any right is effectively transferred to 
the Central Government or the acquiring insurer, as 
the case may be. the Central Government may, on appli­
cation being made to it in this behalf by such insurer, 
grant a certificate to the insurer that there is no reason 
for the continued existence of the insurer, and upon the 
publication of such certificate, the insurer shall be dis­
solved.”

The clause, as amended, was adopted.

'"_ 21. Clauses 23 to 28—The clauses were adopted without amend­
ment '

22. Clause 29.—The following amendments were accepted:—
(1) Page 39, line 14, for “eight” substitute “ten” .
(2) Page 39, line 18, for “six” substitute “four” .
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(ft) Pa*!* 39, line 24, for “Central Government" substitute
“Office of the Controller” .

(4) Page 39, lines 24-25, for “that Government” s%!bttitute
“ the Controller” .

(5) Page 40, line 5, for “thereunder” substitute “by the Ad­
visory Committee or any Regional Committee” .

(6) Page 40. line 7, omit “thereunder” .

(7) Page 40, line 11, omit “thereunder” .

(8) Page 41, line 6, for “Advisory Committee" substitute 
“Controller” .

(9) Page 41, line 11, for “that Committee, rates of piwoium” 
substitute “him, rates, advantages, terms or conditions” .

(10) Page 41, line 12, for “it” substitute “the Advisory Com­
mittee” . .

(11) Page 41, line 13, for “it” substitute “he” .
(12) Page 41, after line 37, insert— *’

“Provided that instead of proceeding against the insurer for 
such contravention, the Controller may, if the insurer 
removes the contravention by recovering the deficiency 
in the premium, or where it is not practicable to do so, 
modifies suitably or cancels the contract of insurance, 
compound the offence on payment to the Advisory 
Committee of such fine, not exceeding rupees one thou­
sand, as he may decide in consultation with the Advisory 
Committee.”

(13) Page 42, line 31, after “Secretary to the” insert “Advis­
ory”.

(14) Page 43, line 10, after “ insurer” insert “or where the Ad­
visory Committee has agreed In advance, by such other 
officer or officers of the insurer as the principal officer of 
the insurer may nominate tor the purpose.”

(15) Page 45, lines 5-6, omit “or that Regional Council, «s the 
case may be,”

(16) Page 47, line 17, after “persons” insert “of which not more 
than five shall be” .

(17) Page 47, after line 18. insert “and not more than two shalj 
be nominarted by the Controller”.



■(rf) Page 47, line* 20-21, omit “in the prescribed manner”.
(Id) Page 48, for lines 18 to 21, substitute—

“cribeti manner of such fee, not exceeding for any year, in 
the case of an insurer doing only re-insurance business 
in India, one per cent of his total premiums in respect 
of facultative re-insurance accepted by him in India in 
the preceding year and, in the oase of any other insurer, 
one per cent of the total gross premium written direct 
by him in India in the preceding year, as may be speci­
fied by the Advisory Committee for the purpose of this 
Part”. •

(20) Page 48, after line 21, insert—
“ (1A) The Advisory Committee may collect, in addition to 

the fees mentioned in sub-section (1), reasonable fees 
and charges from any person to cover the cost of any 
specific services rendered by it.”

(21) Pages 48 and 49, for lines 41*43 and 1-4 respectively, sub­
stitute:

64-UM. (1) (A) Save as otherwise provided in this section, 
no person shall act as a surveyor or loss assessor in res­
pect of general insurance business after the expiry of a 
period of one year from the commencement of the In­
surance (Amendment) Act, 1968, unless he holds a valid 
licence issued or renewed to him iby the Controller.

(B) Every person who intends to act as a surveyor or loss 
assessor after the expiry of a period of one year from 
the commencement of the Insurance (Amendment) Act, 
1963, shall rnnlep an application to the Controller within 
such time, in such form, in such manner and on pay­
ment of such fee, not exceeding rupees two hundred 
and fifty, as may be prescribed.

(C) Every licence issued under this section shall remain in 
force, unless cancelled earlier, for a period of five years 
from the date of issue thereof, and may be renewed for 
a period of five years at a time, on payment of such fee, 
not exceeding rupees two hundred, as may be prescrib­
ed.
No licence to act as a surveyor or loss assessor shall 
be issued unless— _
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(i) the applicant, where he is an individual, satisfies tha 

Controller that he—

(a) has been in practice as a surveyor or loss assessor 
for a period of not less than seven years immediate­
ly preceding the commencement of the Insurance 
(Amendment) Act, 1968, or

(b) holds a degree of a recognized University in any 
branch of engineering, or

(c) is a fellow or associate member of the Institute of 
Chartered Accountants or the Institute of Charter­
ed Accountants or the Institute of Cost and Works 
Accountants, or

(d) possesses actuarial qualifications or holds a degree 
or diploma of any recognized university or institute 

in relation to insurance, or

(e) holds a diploma in insurance granted or recognized 
by the Government, or

(f) possesses such other technical qualification as may 
be prescribed; and

(g) does not suffer from any of the disqualifications 
mentioned in sub-section (4) of section 42; and

(ii) the applicant, where he is a company or firm, satis­
fies the Controller that all its directors or partners, 
as the case may be, possess one or more of the quali­
fications specified in clause (a) and none of such 
directors or partners suffer from any of the disquali­
fications mentioned in sub-section (4) of section 42.

(E) Every application for the renewal of the licence shall 
be made at least thirty days before the expiry of the 
period of validity thereof.

(F) The Controller may, if he is satisfied that any licence
issued or renewed under this section has been lost or 
destroyed, issue a duplicate licence on payment of a fee, 
of rupees five and the duplicate licence so issued shall 
remain in force for the remainder of the period of 
validity of the licence for which it was issued or re- 
i m i  ,
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(G) If the Controller is satisfied that the holder of any ( 

licence is suffering from any of the disqualifications 
mentioned in sub-section (4) of section 42 or that he 
has contravened any provision' of this Act or any rule 
made thereunder, he may, after giving a reasonable 
opportunity to the holder of such licence of being heard, 
cancel such licence and such cancellation shall be noti­
fied in the official Gazette.

(22) Page 49, line 5, after “claim” insert “in respect of a loss 
which has occurred in India and”.

(23) Page 49, line 11, for “it has been certified” substitute
wthe insurer has secured a report on the loss”. ,

(24) Page 49, lines 11 and 12, for "an approved surveyor o r(
loss assessor", substitute “a person who holds a licence 
issued under this section to act as a surveyor or loss 
assessor (hereafter referred to as “approved surveyor or 
loss assessor” ) . (

(24) Page 49, after line 12, insert—
“Provided that nothing in this sub-section shall be deemed 

to take away or abridge the right of the insurer to pay 
or settle any claim at any amount different from the 
amount assessed by the approved surveyor or loss 
assessor.” *

• (25) Page 49, line 15, for “certificate” substitute “report” . ,
(26) Page 49, line 17, for “certificate” substitute “report”.

■(2f) “Page 49, line 20, for “certificate" substitute “report”.
(28) Page 49, line 21, for “certificate” substitute “report .

(29) Page 50, omit lines 1 to 6.
(30) Page 50, line 10, for “certifying” substitute “reporting

on”. .
(31) Page 50, lines 11-12, for “certification" substitute re­

port” .
(32) Page 50, after line 12, insert—

“ (6A) where in the case of a claim of less than twenty thou­
sand rupees in value on any policy of insurance at is not 
p“ ct£b le tor an to employ an approved Sur-
veyoror lo -  assessor without incurrtag 
proportionate to the amount ot the clam, the tourer
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may employ any other person (not being a person dis­
qualified for the time being under sub-section (7) for 
being included in the list of approved surveyoirs or loss 
assessors) for surveying such loss and may pay such 
reasonable fee or remuneration to the person so employed 
as he may think fit.”

(32A) Page 50,
(i) lines 18-19, for “remove his name from the list o f approv­

ed surveyors and loss assessors” , substitute “cancel the 
licence issued to him” ;

(ii) line 20, for “removal” , substitute “cancellation” ;
(iii) for lines 21—26, substitute
“ (8) Any surveyor or loss assessor whose licence has been 

cancelled shall not be eligible for having a licence to 
act as a surveyor or loss assessor for a period of thre* 
years from the date on which the cancellation is notified 
in the Official Gazette.” .

(iv) line 29, for “certified” substitute “reported upon” .
(33) Page 50, line 30, for “certified” substitute “reported 

upon” .

(34) Page 50, after line 33, insert—
“ (10) Where, in relation to any class of claims, the Central 

Government is satisfied that it is customary to entrust 
the work of survey or loss assessment to any person 
other than a professional surveyor or loss assessor, or it 
is not practicable to make any survey or loss assess­
ment, it may, by an order published in the official 
Gazette, exempt such class of claims from the operation 
of this section.”

(35) Page 50, after line 36, insert—

“64V. (1) For the purpose of ascertaining compliance with 
the provisions of section 64VA,

(i) assets shall be valued at values not exceeding their 
market or realisable value and the assets hereafter 
mentioned shall be excluded to the extent indicated, 
namely:

(a) agents’ balances and outstanding premiums in India 
to the extent they are not realised within a period 
of thirty days;

Acsetsand 
liabilitieg 
how to 
be valued.



(b) agents’ balances and outstanding premiums outside
India, to the extent they are not realisable;

(c) sundry debts, to the extent they are not realisable;
(d) advances of an unrealisable character;
(e) furniture, fixtures, dead stock and stationery;
(f) deferred expenses;
(g) profit and loss appropriation account balance and any

fictitious assets other than pre-paid expenses;
(ii) a proper value shall be placed on every item of liability 

and liabilities in respect of share capital, general re­
serve and other reserves of similar nature not created 
to meet specific liabilities and investment reserve, re­
serve for bad and doubtful debts, and depreciation fund 
shall be excluded and liabilities hereafter mentioned 
shall be included to the extent indicated, namely:

(a) provision for dividends declared or recommended, and
outstanding dividends in full;

(b) reserves for unexpired risks in respect of—
(i) fire and miscellaneous business, 40 per cent.,
(ii) marine cargo business, 40 per cent., and
(iii) marine hull business, 100 per cent, of the pre-

. minm, net of re-insurances, during the preceding
twelve months;

(c) estimated liability in respect of outstanding claims
in full;

(d) amount due to insurance companies carrying on in­
surance business, in full;

(e) amounts due to sundry creditors, in full;

(f) provision for taxation, in full.

Explanation.— In the case of an insurer whose principal place of 
business or domicile is outside India, where in the accounts filed 
with the public authority of the country in which the insurer is 
constituted incorporated or domiciled, in respect of marine insur­
a n t  business the provisions for unexpired nsks and outstanding 
claims are not shown separately, the liabilities under items (b) and 
M  of clause (ii) in respect of marine insurance business shall be 

t a k e n  together at a agm * of not lea. than the total premium l e »  » .
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insurances in respect of that class of business during the preceding 
twelve months.

(2) Every insurer shall furnish to the Controller with his re* 
turns under section 15 or section 16, as the case may be, a statement 
certified by an auditor, of his assets and liabilities assessed in the 
manner required by this section as on the 31st day of December of 
the preceding year.”

(36) Page 50, for lines 39 to 41, substitute “not less than the 
amount arrived at as follows (hereafter in this section 
referred to as the ‘relevant amount’), namely:

(i) in the case of an insurer whose total premium income 
less re-insurances in respect of general insurance busi­
ness (hereafter in this sub-section referred to as the 
“said income” ) in the preceding twelve months did not 
exceed five crores of rupees, one-fifth of the said income 
subject to a minimum of—

(a) five lakhs of rupees in the case of an insurer who is a
cooperative society registered under the Coopera­
tive Societies Act, 1912 or any other law for the 
time being in force in any State relating to co­
operative societies, or

(b) ten lakhs of rupees in the case of any other insurer;
and

(ii) in the case of an insurer whose said income in the pre­
ceding twelve months exceeded five crores of rupees, 
the aggregate of one-fifth of the first five crores of 
rupees of the said income and one-tenth of the amount 
by which the said income in the preceding twelve 
months exceeded five crores of rupees.”

(37) Page 51, line 1, after “laws o f ’ insert “the country of*.
(38) Page 51, for lines 4 to 6, substitute

“a single insurer, subject to the further condition that the 
relevant amount shall, in no case, be less than a sum 
equal to,—

(i) the number of such insurers multiplied by ten lakhs
of rupees, or

(ii) where the group consists of insurers all of whom are
cooperative societies registered under the Coopera­
tive Societies Act, 1912, or any other law for the
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time being in force in any State relating to coopera­
tive societies, the number of such insurers multipli­
ed by five lakhs of rupees”.

(39) Page 51, for lines 15 and 16, substitute—
“tiofi that instead of the proportion of one-fifth, wherever 

mentioned in this sub-section, such other proportion be­
ing not less than one-tenth as”.

(40) Page 51, lines 27-28, for “required amount or percentage 
as the case may be”, substitute “relevant amount".

(41) Page 51, for lines 32 to 39, substitute—
“ (3) The Controller shall be entitled at any time to take 

such steps as he may consider necessary for the inspec­
tion or verification of the assets and liabilities of the 
insurer or for securing the particulars necessary to 
establish that the requirements of this section have been 
complied with as on any date and the insurer shall com­
ply with any requisition made in this behalf by the Con­
troller, and if iie fails to do so within two months from 
the receipt of the requisition, he shall be deemed to have 
made default in complying with the requirements of 
this section.”

(42) Page 52, for lines 1 to 6, substitute—
“ (5) In applying the provisions of sub-section (1) to any in­

surer, who is a member of a group, the relevant amount 
for that insurer shall be an amount equal to that pro­
portion of the relevant amount which that group, if 
considered as a single insurer, would have been re­
quired to maintain as the proportion of his share of the 
risk on each policy issued by the group bears to the 
total risk on that policy:

Provided that when a group of insurers ceases to be a group, 
every insurer in that group who continues to carry on 
any class of insurance business in India, shall comply 
with , the requirements of sub-section (1) as if he had 
not been an insurer in a group at any time:

Provided further that it shall be sufficient compliance with 
the provisions of the foregoing proviso if the insurer 
brings up the excess of the value of his assets over the 
amount of his liabilities to the required amount within



a period of six months from the date of cessation of 
the group:

Provide*! also that the Central Government may, on suffi­
cient cause being shown extend the said period of six 
months by such further periods, as it may think fit, so 
however that the total period may not in any case ex­
ceed one year.”

(43) Page 52, line 7, for “rules” substitute “notification in the 
Official Gazette”.

(44) Page 52, line 8, for “two million rupees” substitute “ ten 
lakhs of rupees or five lakhs of rupees, as the case may 
be”.

(45) Page 52, for lines 11-12, substitute—

“having a share capital and carrying on only such insurance 
business as, in the opinion of Central Government, is 
not carried on ordinarily by insurers under separate 
policies.”

The clause, as amended, was adopted.

23. Clauses 30 to 33.—The clauses were adopted without amend­
ment.

24. Clause 34.—The following amendment was accepted:
Page 55, line 31, /or “33A” substitute “33”.

Hie clause, as amended, was adopted.

25. Clause 35.—The following amendment was accepted:
Page 56, line 7, for “Every Chairman” substitute—
“Every whole-time Chairman, whole-time”. •

The clause, as amended, was adopted.

26. Clause 36.—The clause was adopted without amendment.

27. Clause 37.—The following amendments were accepted:
(1) Page 56, line 30, after “sections” insert “3A,”
(2) Page 56, line 31, for “33A, 34, clauses (a) and (b )” substi­

tute “33, 34 and clause (a )” .
(3) Page 56, line 32, for “section 34F” substitute—

“sections 34F, 40C, 44A,” .
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(4) Page 56, line 33,—

(a) before “64 VA” insert “64V”.

(b) for “section 101C” substitute “sections 101A, 101C, HOD.
HOG and UOH”.

(5) Page 57, line 3, for “27B, 28B, 33A, 34, clauses” substitute 
“3i, 3A, 27B, 28B, 33, 34 and clause.”

(6) Page 57, line 4, for “ (a) and (b)" substitute—
“ (a)” and for “section 34F” substitute “sections 34P, 40A,

40C, 44A”.
(7) Page 57, line 5, 'before “64VA” insert “64V”. .
(8) Page 57 line 6, for “section 101C” substitute—

“sections 101A, 101C, HOD and 110G, 110H”.
(9) Page 57, lines 8-9, omit “the Central Government or”.

(10) Page 57, after line 10, insert—
“110G. (1) The Central Government shall constitute a Con- Constitu- 

sultative Committee consisting of the Controller (who 
shall be the Chairman thereof) and not more than four tiv# ’ 
other members having special knowledge and experi- Committee, 
ence of the business of insurance.

(2) The term of office of, and the allowance payable to, the 
members of the Consultative Committee, the procedure 
to be followed by, and the quorum necessary for the 
transaction of business of, the Consultative Committee 
and the manner of filling casual vacancies therein shall 
be such as may be prescribed.

(3) Before making any order under sections 34, 34A, 34B,
34C, 34E, 34F, 34G, sub-sections (4) and (7) of section 
64—UM and section 64—VC, the Controller shall con­
sult the Consultative Committee constituted under sub­
section (1).

110H. (1) Any person aggrieved by any order made by the Appeals. 
Controller under sections 34, 34A, 34B, 34C, 34E, 34F,
34G, sub-sections (4) and (7) of section 64UM or sec­
tion 64VC may, within a period of thirty days from the 
date of such order to the Central Government and that 
Government may, by order, confirm, modify or reverse 
the order of the Controller and the order so made shall 
be finoL
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(2) No claim for compensation shall lie in favour of any 
person for anything done in pursuance of an oilier erf 
the controller so long as such order was effective.

(3) The Central Government may, on the application of an 
appellant, stay, until the decision of the appeal, the 
operation of any order made under section 34 or sub­
section (6) of section 34B or sub-clause (v) of clause
(b) of section 34E.”

The clause, as amended, was adopted.

28. Clause 38.—The following amendment was acoepted:
Page 57, line 11, after “ the principal Act* insert “in the pro­

viso”.

The clause, as amended, was adopted.
29. Clause 39.—The following amendment was accepted:

Page 57, line 20, for “administration expenses” substitute “ad­
ministration expenses, except in so far as they relate to 
any employee exclusively employed on survey or assess­
ment of losses” .

'  The clause, as amended, was adopted.
30. Clause 40.—The following amendments were accepted:

(1) Page 58, line 3, for “ assets” mibstitute “value of assets” .
-(2) Page 59, for lines 33 to 35, substitute—

“ (i) reserves for unexpired risks being in respect of each 
policy, such portion of the last premium paid as is pro­
portionate to the unexpired portion of the policy in res­
pect of which the premium was paid;”

(3) Page 60, omit lines 7 to 13.
The clause, as amended, was adopted.
31. Clause 41.—The clause was adopted without amendment
32. Clause 1.—The clause was'adopted without amendment.
33. Enacting Formula.—The Enacting Formula was adopted with­

out amendment.
34. Long Title.—The Long Title was adopted without amendment.
35. The Committee authorised the Legislative Counsel to correct 

patent errors and to carry out amendments of consequential nature 
in the Bill.
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36. The Committee decided that (i) evidence given before them 
should be printed and laid on the Table of both the Houses and (ii) 
copies of memoranda received from various parties who gave evi­
dence before the Committee should be placed in the Parliament 
Library for reference by members after the Report of the Committee 
had been presented to the House.

37. The Chairman also drew attention of the members of the Com­
mittee to the provision of Direction 87 of the Directions by the 
Speaker regarding minutes of dissent

38. The Committee decided to sit at 15.00 hours on Friday, the 
8th November, 1968 to consider their draft Report.

39. The Chairman announced that the minutes of dissent, if any, 
might be sent to Lok Sabha Secretariat so as to reach them by 17.00 
hours on Saturday, the 9th November, 1968. The members were re­
quested to give 4 copies of their respective minutes, if possible.

40. The Chairman thanked the Deputy Prime Minister and 
Finance Minister and members of the Committee for their valuable 
cooperation in considering and passing the Bill.

41. The Committee then adjourned.

V

Fifth Sitting

The Committee sat on Friday, the 8th November, 1968 from 15.00 
to 15.45 hours.

PRESENT 
Pandit D. N. Tiwary—Chairman 

M em bers

Lode Sdbha

2. Shri K. Suryanarayana
3. Shri George Fernandes
4. Shri Humayun Kabir
5. Shri Ramavatar Shastri
6. Shri C. M. Kedaria
7. Chowdhry Brahm Perkash
8. Shri Jagannath Pahadia 
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9. Shri Beni Shanker Sharma
10. Shri Balgovind Verma
11. Shri Morarji R. Desai.

Rajya Sabha
12. Shri M. P. Bhargava
13. Shri Ram Niwas Mirdha
14. Shri Jairamdas Daulatram
15. Shri Sherkhan
16. Smt. Vidyawati Chaturvedi
17. Chaudhary A. Mohammad
18. Dr. B. N. Antani
19. Shri K. Chandrasekharan
20. Shri Man Singh Varma

Legislative Counsel

Shri S. K. Maitra, Joint Secretary and Legislative Counsel.
Representatives of the M inistry op Finance (D epartment or 

Revenue and Insurance)

1. Shri P. Govindan Nair, Secretary, Revenue and Insurance,
Ministry of Finance.

2. Shri A. Rajagopalan, O.S.D. and Joint Secretary, Ministry
of Finance.

3. Shri C. S. Anantapadmanabhan, Director (Insurance),
Ministry of Finance.

4. Dr. Raj K. Nigam, Deputy Secretary, Ministry of Finance.

S e c r e ta r ia t  

Shri M. C. Chawla—Deputy Secretary.

2. The Committee after some discussion adopted the Bill as 
amended, subject to minutes of dissent, if any, to be given by any 
member.

3. The Committee then authorised the Chairman to finalize the 
Report after making such verbal or consequential changes therein, as 
may be considered necessary by him. Subject to this, the Commit­
tee adopted the draft Report.
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4. The Chairman announced that the minutes of dissent, if any, 

might be sent to the Lok Sabha Secretariat by 17.00 hours on Satur­
day, the Oth November, 1968.

5. The Committee authorised the Chairman, and, in his absence, 
Shri Humayun Kabir to present the Report and to lay the Evidence 
cm their behalf on the Table of the Htiu.se on the 11th November,
1968.

6. The Committee also authorised Shri Jairamdas Daulatram and, 
in his absence, Shri M. P. Bhargava to lay the Report and the Evi­
dence on the Table of Rajya Sabha on the 18th November, 1968.

7. The Committee placed on record their appreciation of the able 
manner in which the Chairman conducted the proceedings. Hie 
Chairman in turn thanked the members for their cooperation.

8. The Committee also placed on record their appreciation of the 
assistance rendered to them by the Legislative Counsel and officers 
of the Ministry of Finance.

9. The Committee then adjourned.
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W itnesses Exam in ed

9. Names o f witnesses Date PA6i
V o.

I. National Cooperative Union o f India, New Delhi . 25-10-68 *

Spghemtn:

Shri M. C. Shah, Marager, Delhi Brarch . ,

S h riR .N . Panda, President, Orissa Cooperative Insurance 
Society, C uttack .....................................................................

Shri A.S. R. Murthi, General Manager, Hyderabad Coopera­
tive Insurance Society, Hyderabad . . . .

Shri M. S. Asthana, Chief Executive Director .

Shri R. D. Bedi, Joint D i r e c t o r ........................................

I( . The Overseas & Inland Insurers Employees' \n*D?iatiDn,
C a l c u t t a ............................................................................... aj-io-GB 22

Spokesmen:

Shri Ajit Lai Das, P re s id e n t ..................................................

Shri Atul Krishna Kundu, General Secretary . . ,

Shri Samaresh Sarkar, Member Executive Committee .

Shri K. D. Bhattacharya, Member Executive Committee .

Shri R. N. Mukherjee, Member Executive Committee .
&

II. All India Insurance Employees Association, General Insurance
Sub-Committee, New Delhi . . . . . .

Shri Saroj Chaudhri, General Secretary . .

Shri K. S. B. Pillai, Joint Secretary . . .

Shri Ajoy Das Gupta, Member, Working Committee .

Shri J. G. Kothare, Member, Working Committee .

Shri R. K. Gupta, Member, Working Committee . .

Shri P. P. Ravindranathan, Member, Working Commi­
ttee ...............................................................................*

IV. The Vulcan Insurance Co. Ltd. (Staff Union), Ecmtay 25-10-68 40

Spokesmen:

Shri P. B. Deshmukh, President . . . .

Shri N. M. Shukla, General Secretary . .

Shri V. A. Korgaonfcari, Joint General Secretary .

Shri K. S. Dighe* T rea su rer .................................................
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S. Names o f witnesses D*te Pa**
Hi. ____________ _ ________

V* The Insurance Surveyors & Loss Assessors Association, '
New D e lh i ................................................................................26-10-6* 51

Spokesmen:

Shri R. K. Bhandari . .

Shri V. N. Sarin, Vice Paesident 

Shri R. N. Sharma, Secretary .

Shri J. D . Oulshan, Joint Secretary . .

Shri S. C. Rosha, Joint Secretary . . . .

VI. Institute o f Insurance Surveyors and Adjusters Ltd., *3
B o m b a y ................................................................................ 26-10-61

Spokesmen:

Shri V. N. C. Narichania, Secretary . . . .

Shri R. C. Sheth, Member, .

Shri S. C. Mazumdar, Member .

Shri V. P. Shah, M e m b e r ..................................................

VII. The National Employers' Mutual General Insurance Asso- 74
ciation, New D e l h i ............................................................26-10-6S

Spokesmen:

Shri M . L. Pasricha, Manager for India . . .

Shri V. P. Mehta, Branch Manager* Delh i . .

Shri R . Mahadev, Office Manager, Bombay . .

V fll. The Indian Insurance Companies Association, Bombay (Re­
presenting the entire General Insurance Industry in India 
composed o f both Indian and Non-Indian Companies) 26-10-6*

Spokesmen:

Shri P. U. Patel, Chairman, Special Advisory Committee

ShriH. V. Qandhi, Vice-Chairman, Special Advisory Com­
mittee . ..............................................................................

Shri C. M. Teliwala* Chairman, Indian Insurance Companies 
Association, B o m b a y ..........................................................

Shri E. K. Srinivasan, Chairman, Indian Insurance Companies 
Association, Madras ............................................................

Shri K. P. Modi, Chairman, Indian Insurance Companies 
Association, Calcutta . ......................................................

Shri D. Hammond Giles, Chairman, Overseas Insurers Asso­
ciation ...............................................................................

ShriG. V. Kapadia, Technical Adviser .

'Shri S. K. Desai, Technical A d v i s e r ........................................
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IX* The Indian Merchants9 Chamber, Bombay . . 

Spokesmen:

Shri Pratap Bhogilal, President . . . 

Shri J. H. Doshi, Vice-President .

Shri R. M . Desai, Member . .

Shri C. L. Gheevala, Secretary . . . .

. . 26-10-68 TOO
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5. Shri Ramavatar Shastri

6. Shri C. M. Kedaria

7. Shri S. S. Kothari .

8. Chowdhry Brahm Perkash

9. Shri Jagannath Pahadia

10. Shri Mrityunjay Prasad

11. Shri Ram Charan

12. Shri P. Ramamurti

IS. Shri V. Narasimha Rao

14. Shri R. Dasaratha Rama Reddy

15. Shri Beni Shanker Sharma

18. Shri N. K. Somani

17. Shri Balgovind Verma

18. Shri Morarji R. Desai

Rajya Sabha

19. Shri Jairamdas Daulatram
20. Shri Sherkhan

21. Shrimati Vidyawati Chaturredi 

2 1  Chaudhary A. Mohammad

23. Dr. B. N. Antanl

24. Shri K. Chandrasekharan

29. Shri Man Singh Varma
28. Shri K. P. Subramanla Menon 

27. Shri G. R. Fatil
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1. Shri P. Govindan Nair, Secretary, Department of Revenue and 
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2. Shri A. Rajagopalan, O.S.D. and Joint Secretary, Department of Revewmm
and Insurance*

3. Shri C. S. Anantapadmanabhan, Director (Insurance) Department o f
Revenue and Insurance.

4. Dr. Raj K. Nigam, Deputy Secretary 9 Department of Revenue m *
Insurance. '

, SSCRBTAIUAT
Shri M. C. Chawla—Deputy Secretary.

W it n e s s e s  E x a m i n ®

I. National Cooperative Union of India, New Delhi:

Spokesmen:

(i) Shri M. C. Shah, *
Manager, Union Cooperative Insurance Society, Delhi Branch.

(ii) Shri a  N. Panda,
President Orissa Cooperative Insurance Society, Cuttack.

(iii) Shri A. S. R. Murthi,
General Manager, Hyderabad Cooperative Insurance Society^ 

Hyderabad.

<iv) Shri M. S. Asthana,
Chief Executive Director of National Cooperative Union of India* 

New Delhi.
(v) Shri R. D. Bedi,

Joint Director, National Cooperative Union of India, New Delhi

1L The Overseas and Inland Insurers* Employees9 Associatidn. Calcutta.
Spokesmen:

(i) Shri Ajit Lai Das,
President, Overseas and Inland Insurers* Employees9 Association, 

Calcutta.

(ii) Shri Atul Kirshna Kundu,
General Secretary, Overseas and Inland Insurers9 Employee?

Association, Calcutta.
<iii) Shri Samaresh Sarkar,

Member, Executive Committee, Overseas and Inland Insurer?
Employees* Association, Calcutta.

<iv) Shri R. N. Mukherjee,
Member Executive Committee, Overseas and Inland Insure*?

Employees9 Association, Calcutta.
<v) Shri K. D. Bhattacharya,

Member Executive Committee, Overseas and Inland Insurer?
Employees* Association, Calcutta.
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SI. All India Insurance Employees Association General Insurance Sub<-Commit/te++
New Delhi.

Spokesmen:
(i) Shri Saroj Chaudhuri,

General Secretary, All India Insurance Employees’ Association^ 
General Insurance Sub-Committee, New Delhi*

. (ii) Shri K. S. B. Pillal, .
Joint Secretary, All India Insurance Employees Association,. 

General Insurance Sub-CommitteeNew Delhi.

(iii) Shri Ajoy Das Gupta,
Member, Working Committee, All India Insurance Employeem 

Association, General Insurance Sub^Committee, New DelhL

(iv) Shri J. G. Kothare,
Member, Working Committee, All India Insurance Employee* 

Association, General Insurance Sub-Committee, New DelhL
(v) Shri R. K. Gupta,

Member, General Council, All India Insurance Employees Associa­
tion, General Insurance Sub-Committee, New Delhi.

(vi) Shri P. P. Ravindranathan,
Member, General Council, All India Insurance Employees Associa­

tion, General Insurance Sub-Committee, Nevx DelhL

IT. The Vulcan Insurance Co. Ltd., (Staff Union), Bombay^
Spokesmen

(i) Shri P. B. Deshmukh,
President.

(ii) Shri N. M. Shukla,
General Secretary.

(iii) Shri V. A. Korgaonkar,
Joint General Secretary„ ;

(iv) Shri K. S. Dighe,
Treasurer.



I. (i)Ncfional Cooperative Union of India, New Delhi:

Spokesmen
(i) Shri M. C. Shah,

Manager, Union Cooperative Insurance Society, Delhi Branch
(ii) Shri R. N. Panda,

President, Orissa Cooperative Insurance Society, Cuttak.
(iii) Shri A. S. R. Murthi,

General Manager, Hyderabad Cooperative Insurance Society^ 
. Hydtrabad.
(iv) Shri M. S. Asthana,

Chief Executive Director of National Cooperative Union of India,. 
New Delhi.

(v) Shri R. D. Bedi, ; | *jf 0
Joitnt Director. National Cooperative Union of India, New Delhi.

(The witnesses were called in and 
they look their seats).

Mr. Chairman: I suppose you are 
from the National Cooperative Union 
of India.

First of all let me make it clear to 
you that the evidence that you give 
becomes the Committee’s property. 
This may be published. If you want 
something to kept confidential, that 
too will be made known to Members 
of Parliament. But, that may be kept 
confidential from the public.

So, you should indicate which part 
of your evidence you want to keep 
confidential from the public in the 
course of your evidence.

Now, you may introduce your collea­
gues to the Committee.

(At this stage, witnesses were intro­
duced to the Committee)

Shri Bedi: Shri R. N. Panda will be 
our main spokesman. Shri Murti will 
give additional points.

Mr. Chairman: You have already 
submitted your memorandum. If you 
want to make additional points or if 
you wnat to emphasise anything you 
can do so.

Shri Panda: Honourable Sirs, what 
we wish to represent is this. The co­
operative Institutions as such are basi­
cally socially-controlled. Moreover 
they function under a special Act 
known as the Cooperative Societies 
Act. And they are under the vigilant 
control of the Registrar o€ Cooperative 
Societies all over the State. Therefore, 
the special control envisaged in the Bil)r 
would bring in a sort of dual control' 
in certain matters.

We would earnestly represent that 
such a position will bring in some 
confusion. i ,

Mr. Chairman: You must say what, 
harm will proceed from that.

Shri Panda: We are already under 
control and we submit that an addi­
tional control or a special control with­
out removing the present control would' 
bring in some confusion.

Shri Morarji Desai: Already com­
panies are controlled by the company 
law.

Shri Panda: This is a special Act. 
We do not want any curtailment over 
the Controller's suggested authority 
with regard to our position as insurer* 
but with regard to the administrative?
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jpart of it, we represent that the pre­
sent control with the Registrar is suffi­
cient and that would keep the Jnstitu- 
tions going much smoother than at 
present

Mr. Chairman: So far as insurance
•bus.ness .s concerned, you are w illing 
to be controled by this Act but so 
far as the co-operative side is concern­
ed, you do not want to be controlled 
by the authorities named under this 
A ct That is the position

Shri Panda: There are provisions
which would bring in conflict with the 
Co-operatve Societies Act. For ins­
tance, the Controllers authority to 
remove Directors and Managers and 
other officers of the Societies would 
bring in conflict with the provision of 
the Co-operative Societies Act Short 
of that, as insurers, any kind of control 
that is envisaged, we have no objection 
at all.

Shri Beni Shanker Sharma: Mr.
Panda you represent Co-operative 
Insurance Companies. You want ex­
emption from the operation of this 
Bill. You have got co-operative 
societies in other spheres. You have 
co-operative sugar mills, co-operative 
shops, etc. They are under the control 
of certain authorities. So far as the 
exempt'on is concerned, have you got 
any exemption from those sugar cont­
rol authorities. If not, why should you 
waM st>ecial exemption fr0*11 this Insu­
rance Bill?

Shri Panda: My submisson with
regard to the internal administration 
of the co-operative sugar factory, its 
Board of Directors are supreme subject 
to the control of the State Government 
or through the Registrar so far. But 
with regard to the administrative 
officers or Board of Directors there is 
n6 other authority to control.

Shri Beni Shankar Sharma: That
object:on we have received from other 
Associations as well. That is^not exclu­
sive to your association. What special 
reasons you put fax this exemption? 
You not* getting that in other 
.spheres.

Shri Panda: These are supposed to 
be autonomous and I should say, sped* 
al bodies which contribute generally to 
the common strata of the society and 
it Is the declared policy of the leaders 
of the country to progressively put 
things in the hands of the people and 
enlarge the functions of the social insti­
tutions through co-operatives.

Shri Beni Shankar Sharma: One
more thing. Do you take business from 
outsiders?

Shri Panda: Some business we are 
obliged to take# because we cannot 
sustain entirely on the members' busi* 
ness.

Shri Beni Shankar Sharma: That is 
what is the difference be .ween you and 
other companies.

Shri M. S. Asthana: May I supple­
ment what Mr. Panda has said, there 
is hardly any institution in the coope­
ratives which is administratively con­
trolled under the Act by any other 
authority than the Registrar of Co­
operative Societies.

Mr. Chairman: What he meant t#
say is that when you receive busi­
ness from your own members, there 
may not be any interference from 
outside authority, but as you go out­
side your spheres and receive busi­
ness from non-members, what have 
you got to say about that?
Shri Panda: Actually the main ob­
ject of the co-operatives is to deal 
mainly w :th the members. But to 
make it a viable unit, they have got 
to go outside also.

•Shri M. S. Asthana: We are pro­
gressively increasing and the number 
of members is increasing and the 
volume of business is also increasing.

Shri S. S. Kothari: How many co­
operative insurance societies, are ope­
rating in India?

Shri Panda: We have now 5.
Shri S. 8. Kothari: How m*ny of 

them *re running at a profit?
Shri Panda: Broadly all are making 

pome profits.



Shri S. S. Kothari: Wh$t is your
fpeciflc objection to the Controller's 
powers? Do you have any specific 
objection that he should not be allow­
ed to appoint or he should not be 
allowed to remove office bearers?

Shri Panda: We do not want to in­
terfere in his powers excepting the 
power ti appoint or remove Directors 
or managers or the top office-bearers 
o t  the institutions, the elected repre­
sentatives.

Shri S. S. Kothari: On what ground? 
The Controller would interfere or 
appoint Directors only where he sees 
that the things are not being run 
properly.

Shri Panda: The Registrar of Co­
operatives is there and he has got 
competence to remove or to suspend 
or supersede societies and also to re­
move office-bearers. '

Shri s. S. Kothari: Are you aware 
of any instance where Registrar of 
Co-operat?ves Societies has taken 
action in this regard?

Shri Panda: There have been no 
occasions with our co-operative socie­
ties. But there are several co-operative 
institutions which have been supersed­
ed.

Shri S. S. Kothari: Why
Shri Panda: We are all functioning * 

Quite in order. Naturally there was 
no ocassion for superseding.

Shri M. S. Asthana: To substantiate 
his poin\ the Maharashtra Co-opera- 
t’ve Insuarnce gave a profit last year 
—Bs. 2,19,000, the Union Co-operative, 
Bombay gave a profit of Rs. 9,96,000 
and Hyderabad Co-operative Insu­
rance gave Rs. 1.I2 lakhs and Orissa 
gave Rs. 39,500. Regarding the fifth 
one we do not have the figure,

Shri S. S., Kothari: Who has incur­
red loss?

Shri M S. Asthana: There is not a 
single society which has inourred any
loss:.:; :•••■■ . '• ' •

Sf*rf Mrtyyjinjaj Prasad: Insurance 
is a specialised line of business. Do

you think the Registrar of Co-opera­
tive Soceiies, an executive, officer ot 
the State Government, will be able 
to assess your working in all its diffe­
rent aspects and technical aspects? If 
not, why do you think that the spe­
cialist in this line, the Controller, 
should be completely kept out of tha 
picture? If not, to what extent do you 
want the Controller to have control 
over you?

Shri Panda: We do not wish to sug­
gest any restriction on the Controller's 
powers with regard to our function as 
insurers, but our administrative func* 
tions as a Co-operative Society, we 
would submit, may not be interfered 
with because it is a matter under a 
special Act, viz., the Co-operative 
Societies Act.

Shri Mrltynniay Prasad: Are we
able to separate the administrative 
functions from the insurance busi­
ness here?

Shri Panda: At the moment the
present system is functioning quts 
aJi right. We have not had any occa­
sion for any complaint, either frotfi 
Controller's side or from our side.

Shri Mrityunjay Prasad: That is a 
different thing altogether. That means 
you have no fear; at least in the past 
there had been no instance where any­
thing wrong was found' with coopera­
tive Insurance societies, as you say. 
Is that not sufficient guarantee that in 
future too there should be no such 
fear and you can rely on the Cont­
roller to exercise his discretion judi­
ciously?

Shri M. S. Asthana: So far as co­
operative societies are concerned, they 
are mostly specialised agencies. We are 
operating sugar factories, processing 
units etc. They are within the discip­
line of many Acts—they may be labour 
or industrial dispute .̂ So fa* as co? 
operative societies are concerned, it 
does not rest with any other authority 
except > the Registrar-**! mean the 
power for suspension removal of 
Boardof Directors. We a*£ running a 
solvent extraction plant, which* is a

1 1
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sophisticated type o* plant. TV* 
Registrar conducts inspection. He 
hf» specialist with him. He inspects. 
He also appoints auditors to audit oui 
accounts. If something is found 
wrong, notice is given to the Board 
of Management You must be aware 
of cases where the Board of Director* 
wag suspended by the Registrar of 
Co-operative Societies. If one institu­
tion is subject to two disciplines for 
the same purpose, there is bound to be 
confusion and duplication.

Shri Mritynnjay Prasad: I believe 
you accept that this is not a sugar mill. 
This is neither a consumers stores or a 
Hank. This is a specialised business 
and therefore a specialist should have 
some say. Would you suggest some 
via media? ‘

Shri M. S. Asthana: I gave the par­
allel example of banking which is. 
equally a specialised industry as in­
surance. In the case of Banks we are 
subject to the control of the Reserve 
Bank’s Agricultural Trade Department.

Shri Mrltynnjay Prasad: Are the co­
operative societies exactly like Banks 
or is there some difference? I think 
there is a lot of difference between 
the two; may be in some exceptional 
cases it may not be so.

Shri M. S. Asthana: Thought here is 
difference in basic principles . . .

Shri Morarji Desai: Are you not
under the control of Insurance Act?

Shri Panda: We are:
Shri Morarji Desai: Then, why

do you want a change?
Shri Panda: We don't want any

change. We are only saying that the 
removal or suspension of the Board 
of Directors Should be done only by 
the Registrar.

Shri Morarji Desai: If you are
under the control of Insurance Act, 
you are bound to remain so. Whatever 
changes are brought in that, they will 
apply to you also. There are more 
complaints against cooperative insu­
rance than agfeinst ether insurance.

The average complaints in 1964 was 
16 against cooperative insurers;, 
against other insurers it was 4. In 196fr 
it was 10 against cooperative insurers;
4 against others. In 1966 it wtos 9 
against cooperative insurance; it was 
3 against others. You are more at 
fault than other people.

8hr| K. 8uryanarayana: Complaint* 
by whom?

Shri Morarji Desai: Complaints
by people for settlement of claims and 
there are other complaints of mis. 
management etc. The complaints are 
in two parts.

Shri M. S. As.hana: In democratic 
institutions the chances of complaints 
are much more.

Shri Hnmayim Kabir: May I ask you
two questions, mainly clarifications?
I thought Mr. Panda’s main objection 
was to the removal of Directors and 
other officers. Does it mean that he 
is i>rep&red to come under the orbit 
of this new proposal so far as the 
removal of Managing Director is con­
cerned.

Shil Panda: Yes, provided he is not 
an elected office-bearer.

Shri Humayun Kabir: Why do you
make this distinction? The Managing 
Director, either you may appoint him 
or elect him. If you agree that the 
Managing Director, who is the Chief 
Executive may be removed by the 
Controller, why should the mere fact 
of his being elected make you suggest 
that he should not be removed by the 
Controller? If the removal takes 
place, it will be on similar kind of 
reasons. The Controller will not do it 
just for fun; there will be some spe­
cific complaints, specific miscarriage o f 
functions etc.

Shri M. S. Asthana: In the case of 
cooperative societies, the Managing 
Directors are not generally elected; 
they are paid employees. A paid em­
ployee of the society cannot hold 
elective office dn the society. Firstly, 
the Managing Director is a paid em~
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ployee of society. Secondly, there are 
Chairmen, Vice-Chairmen, etc. who 
are elected office-bearers. The Manag­
ing Direc'or of a cooperative society 
is not like the managing agency sys­
tem of joint stock companies. This is 
slightly different

Shri Hmnaynn Kabir: Your point
is that elective people should not be 
removed by the Controller. Those 
•who are non-elective may be removed.

Shri Panda: Yea

Shri Morarji Desai: That also by
the Registrar of Cooperative Societies, 
aot by the Controller. That is what 
they want

Shri Panda: We submit that this
function may be exercised only by tha 
Registrar of Cooperative Societies ia 
the ease of Directors of the Board

Shri Morarji Desai: Is he qualified 
about insurance?

Shri Panda: The Controller has the 
supreme right to withdraw the licence. 
How can the society function thenT

Shri Morarji Desai: You want that 
to be exercised by him.

Shri Panda: Yes.

Shri B m ayna Kabir: In other 
words, you are prepared for capital 
punishment but not imprisonment. 
The second point is this. Your objec­
tion is that control over the adminis­
tration by two authorities may lead 
to duplication and in some cases to 
contradictory orders.

Shri Paada: That is our fear.

Shri Honayna Kabir: Till now,
there has not been any provision by 
which this kind of administrative 
control could be exercised.

• Shri Paada: It has not happened 
so far; because further amendments 
are suggested, we submit our objec­
tions. ‘ .

wr *rt: wt *rw f  r* 
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Shri Panda: The agreed policy 
our leaders is to give encouragement 
to cooperatives. They have a special 
status as they are serving the encb 
of social justice. They are supposed 
to become bigger units, •ontroltfn* 
the affairs of their own livelihood.

•ft mi : t  «JTT%
I  %  v t w t f c r  % stpt % 5Rir srnr 

| %  snw t

■ft ViT : |

W* WT Wt : fRTcT % m  %■
*1% Vtf TWR- 

^rr #<r, *  ?ft*r *fr 
iftrfirii ^r|»r i

Shri Bedi: The co-operatives should 
be given a special status. They cannot 
be equated with private companies on 
the one hand or with public companies 
on the other. They are more or less 
a balancing factor between the two. 
This claim of the co-opera ives has 
already been accepted and a special 
law has been prepared; Spec’al consi­
deration be shown to them.

Shri Morarji Desai: Co-jperat.ves 
are given a certain preference. Co­
operative societies are controlled only 
by the State officials. Co-opera tiva 
officials look after only the work of 
co-operation whether it is done t° 
satisfy the members of the co-opera: 
tive or not. But with view to review 
the business of insurance in accor­
dance with the principles of insurance, 
in accordance with the regulations laid



down by Government only insurance 
has got to be seen under this Act.

Shri Panda: We would like consi­
deration of this only point, viz. the 
elected office-bearers.

Shri Morarji Desai: They can do 
any wrong. They are under the cont­
rol of the Registrar of Co-operative 
Societies.

An lion. Member: Why are you in 
love with the Registrar?

Shri Bedi: We have to respect both 
of them and we cannot make any dis­
tinction between them.

Shri K. P. Subramania Menon: May
I know who are the members of these 
co-operative societies? Are they ordi­
nary public or companies?

Shri Panda: They are ordinary. For 
instance, our society started flnt for 
all the motor vehicle owners. Then 
we took fire insurance. Of course, 
other members also came in and in the 
subsequent stage we had certain indi­
vidual members.

Shri 1L P. Subramania Menon: More 
members are business concerns or co­
operatives?

Shri Panda: We have got 150 co­
operatives and 134 individual mem­
bers.

Shri Asthana: The main business is 
from the co-operative sector. There is 
enough business in the co-operative 
sector itself and co-operative insurance 
societies are doing mainly the business 
of this nature.

Shri Panda: We have restricted the 
introduction of individual members. 
There has been no further recruitment 
of individual members since the last 
one year after the directions from the 
State Government.

Shri K. P. Subramaina Menon: You 
have just stated that if co-operative 
Insurance societies are asked to remit 
10 lakhs in the Reserve Bank of India,
II creates difficulties, so that many

insurance co-operatives will go out of 
business. r

Shri Panda: Yes. We submit that that 
it will not be possible for all the co­
operative institutions to fulfil these 
conditions within the time stipulated 
So, in this regard we beg to represent 
that the security deposit may be re­
duced to 10 lakhs and the solvency 
margin also to 10 per cent of the pre­
mium income.

Shri K. P. Subramania Menon: Only 
in the case of co-operatives?

Shri Panda: Yes. The period may be 
extended to ten years to fulfil these 
condititions.

Shri K. P. Subramania Menon: You 
have asked for ploughing back all the 
funds of the co-operative insurance 
societies into the co-operative move­
ment rather than place them at the 
disposal of agencies.

Shri Panda: We deposit some por­
tion of our surplus money in Govern­
ment securities too. We need to place 
m portion of our funds in other co- 
operaive organisations also.

Shri Asthana: Under the Co-opera­
tive Societies Act, reserve and other 
funds of the co-operative societies have 
to be invested into defined securities, 
deAned by the Registrar of Co-opera­
tive Societies. The reserves can only 
be invested in these securities. And 
one of the recognized institutions is 
fixed deposit and debenture of and 
mortgage bank. So there is some 
control over the investment of reser­
ves of any co-operative society under 
the Co-operative Societies Act.

Shri G. R. Patil: May I know how
far these co-operative societies are 
in a position so far to attract the mem­
bers of such co-operatives?

Sbri Panda: The first co-operative 
insurance society was started only ill
1946. And in 1M7 our society started. 
Other societies standard later. So our 
activity in the co-operative sphere is 
only vjery recent. And as we are 
making progressive increase in our



business, we expect that in * little 
’viui£, provided these facilities and 
concessions we have been praying
lor are allowed, we might reach a very 
attractive position in this field of 
business also. At the moment, our 
business is more from the co-opera­
tives than from the public. But we 
•annot afford to give up co-operative 
business also because other insurance 
•rganizations are encroaching upon 
eo-operative business also and there 
is no such restrictive provision in any 
♦f the co-operative societies.

Shri G. R. Patil: How do you think 
that if the Controller exercises these 
powers under this Act, that will affect 
the entire working of co-operative 
insurance societies? You have already 
made it clear. What harm will be 
there until and unless some things are 
not according to the Act which come 
to the notice of the Controller? Ac­
tually when you accept all other 
things and powers delegated under 
this Act, you do not want only that.

Shri Panda: Being supreme repre­
sentatives of this country it is for you 
to judge how far an elected body 
•ould be removed by an officer except­
ing that . . .

8hri P. Bamamnrti: The Board of
Directors can be superseded by an 
officer under the Co-operatives Act. 
The Registrar*of Cooperatives can su­
persede the entire Board and the en­
tire Board is an elected body.

Shri K. Snryanarayana: Mr. Panda 
your main objection, as you said in the 
beginning, is only to the controlling 
by the Insurance Controller besides 
the Registrar of Cooperatives Societies 
in the States. The Controller has been 
given powers only where there we 
mal-practices. He can remove even 
Managers where there is mis-manage- 
ment, misappropriation of funds, etc. 
Even now the Controller has got power 
to remove or to aak for explanation. 
Now, they have introduced in this Bill 
instead of two agencies they have 
introduced only one agency. Whfct is 
the harm? We have not been able to 
understand you. What is the specific 
term? M there if anything wrong done

by the Controller you have got speci­
fied right to go in for a petition. We 
are concerned with the development 
of the business and to safeguard the 
interestes of the investors and policy 
holders, instead of nationalisation and 
other things we prefer cooperatives 
but what i8 the haim being done if 
powers are given to the Controller 
instead of your Registrar?

Shri A. S. R. Murti: With regard to 
the functioning of our business, 
branch managers, etc. we are not ask­
ing for any concessions. That will be 
continued by the Controller of insu­
rance. Only with regard to the consti­
tutional and some of the powers like 
investments and audit by Registrar of 
Cooperative Societies that part of the 
powers may be continued so that there 
may not be nay duality and also that 
the Society may work smoothly in the 
insurance business. Otherwisef there 
will be much difficulty. It will be ad­
ministratively causing much hardship. 
Therefore, so far as constitutional and 
some of the major aspects in which the 
Registrar is competent enough—the 
Registrar may not be a technical man 
so far as insurance business is concern­
ed. There we do not want any relief 
—but only in regard to its functioning 
we are requesting you to kindly consi­
der if it gives us any help administra­
tively. With regard to business con­
trol we have not suggested. We ar* 
very happy to follow the amendments 
ps they are. Only with reard to the 
constitutional aspect, investment point* 
of .view and audit point of view if  
some facilities could be given. We 
may not be just compared with the 
private sector.

Shri K. Suryanarayana: The Cont­
roller is given powers to supervise 
and put in proper way your invest­
ments, your rocuring the business or 
other mal-practices. For the develop­
ment of the business the Controller has 
not to secure business for you. You 
can find your business. Here may I 
point out that where&s the capitalist 
companies are riving dividends only 
to the shareholders the cooperative* 
societies are giving bonus to all policy'
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^holders. But as regards the control­
ling there will not be any objection 
by you also. You know the anks were 
being controlled—the State Bank was
99 per cent being controlled by the 

-Registrar. Now social control over the 
banking is being introduced. The Gov­
ernment has entrusted the work to the 
Reserve Bank which is directly inte­
rested in the investments of the banks. 
This is the . . . .

Shri K. Suryanarayana: You may ask
for other facilities such as in regard to 
Rs. 10 lakhs or Rs. 20 lakhs etc., but 
your contention is something of which 
we have not been convinced so far.

Shri Bedi: May I add to what has 
already been said? The question of 
dual control came when the Reserve 
Bank’s Banking Regulations Amend­
ment Bill came. At that time, the 
Reserve Bank's Agricultural Credit 
Department as well as the Registrar of 
Co-operative Societies were the two 
uutthorities which were suggested for 
controlling the co-operative banks, but 
later on it was decided that the Agri­
cultural Credit Department of ( the 
Reserve Bank of India would exercise 
'control on the co-operative banks only 
through the registrar of co-operative 
societies. There are certain reasons 
why the registrar is being prefered by 
the co-operatives. Traditionally # the 
-eo-operative societies are more attach­
ed to the registrars and the registrars 
also are traditionally more attached 
to the co-operative societies, and both

them have got some equation bet­
ween themselves. They understand 
«each other. The registrar of co-opera­
tive societies has always been consi­
dered to be the friend, t)hi1o^ooher 
and guide of the co-operative societies. 
They always have the benefit of his 
aid.

Shri P. Ramamurti: Bach is guided
bv the other.

Shri Bedi: That is why the co­
operative societies always prefer the 
registrar to control them, because he 
has a better equation with them and 
he understands the co-operative so­
cieties better. Therefore the co-opera­

tive societies want to be controlled 
toy the registrars of eo-operttthfr «•- 
deties and not by gn^body t ) t
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Shri Bed!: So far as tnalgraetfcea
are concerned, they are not the mo­
nopoly of the co-operative societies; 
the malpractices are more probably 
in the private sector and even in the 
public sector, which of course I would 
not like to touch here.

An Hon. Member: What is the ra­
tio between the private and public 
sectors in regard to the malpracti­
ces?

Shri Bedi: I da not think that a 
study has been made regarding tMs 
comparison beiw?en the malpractices 
in the private sector, public *ector and 
the co-operatives. But generally as it 
is understood, the malpractices in the 
private sector are much more than 1b 
the co-operative societies, and in the 
co-operative societies, they are com­
ing down. I do not have any figures 
to cite here. But when there is mal­
practice in the entire co-operative 
movement, it does not follow that
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there is malpractice prevalent in the 
ifsetfcance societies. In the insurance 
societies, there has been no cate of 
malpractice detected so far. A* far as 
malpractices are concerned, there is no 
guarantee that the registrar Of co­
operative societies cannot stop them 
but the controller of insurance will 
be able to stop them. Probably be­
cause the registrar is nearer to the 
co-operative societies and he has got 
a hand in all its transactions, he can 
supervise and control them better 
and detect the malpractices better than 
the controller of insurance sitting at 
the Centre. The registrar has got 
hi* staff, inspectrs, assistant registrars 
and so on, all of whom are having a 
close look at the co-operative socie­
ties and who are auditing and ins­
pecting them and who tfnow what is 
happening inside.
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Shri Bedi: We do not have any 
figure in general. But regarding the 
Union societies, the Hyderabad society 
and the Orissa societies, 55 per cent 
share will come from the co-operative 
sector and 45 per cent from the other 
sector.

Shri Panda: I may submit that 
some of these co-operative institu­
tions are doing wonderful work and 
thiey are all managed by non-officials. 
I think the future of co-operation is 
improving and there is no doufbt that 
wherever there are bad people, they 
would be brought to book. But I sub­
mit that all co-operative institutions 
may not be brushed with the same 
colour. There are very good institu­
tions in the co-operative sector also.

Shri Morarji Desai: May I men­
tion some figures which Shri Rama- 
vatar Shastri had asked for from the 
witness? They may not be having 
those figures, but I have them. The 
figures arc as follows: The total
amount of net premium income of the

co-operatives was Rs. 89,30,000 in 
1964, Rs. 1,00^5,000 in IMS and 
Rs. 128*35,000 in 1966. For the others, 
the corresponding figures were Rs. 
51,13,14,000, and Rs. 56,64,07,000 in 
1964 and 1965 respectively.

If they make a rule that they will 
take business only from their mem­
bers, then I can understand but then 
they will not exist.

Shri Panda: Profit is not our motive 
mainly in the co-operatives, because 
we part with a major part of our pro­
fits in the shape of bonus to the mem­
bers. In the joint-stock companies 
money is invested for making money, 
but here money is invested both for 
meeting social needs and also for serv­
ing the purpose of insurance.

Shri Morarji Desai: If you do not 
make profit, then you do not deserve 
to exist.

Shri Panda: We do make profits,
but we do not make it Just like joint- 
stock companies only for the investors,

Shri K. Snryanarayana: In the
joint-stock companies, the profits are 
distributed to the shareholders. Un­
less you make profits, what is the use 
of your existence? You must make 
profits and give bonus.

Shri Panda: We pay a dividend,
but a limited one. We do not pay 
unlimited dividends in our State. The 
dividend is 9 per cent.

Shri N. K. Somani: We have been 
told that as much as 45 per cent 
comes from outside. And you are 
calling yourself co-operative societies 
and claiming other benefits such as 
total exemption from thep purview of 
the proposed legislation. Until such 
time as the large part of your income 
comes from your own members would 
you agree that it is a misnomer to all 
yourself a co-operative society?

Shri Panda: There should be a dis­
tinction between mutual co-operative 
societies and other co-operatives so­
cieties which are doing business with 
members as well as some non-mem­
bers. For instance, take the case of 
a consumer co-operative society. H ere 
are a large number of members; some
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non-members are &l*o being served 
because they form a part of the com- 
inunity. We cannot afford to forgo 
the interests of other members. We 
shall try to bring them into our fold. 
How can we bring them into our fold 
unless we start serving them? That 
is one of the reasons why we are 
obliged to serve not only our mem­
bers but also to serve the non-mem­
bers with a view to recruiting more 
and more members.

Shri Somani: The Controller of
Insurance is sought to be armed with 
wide powers under this Bill. You 
have said that you would like to be 
exempted from certain sections of his 
authority. What is so special about 
you that you would like all the other 
companies to be under his constant 
purview and sometimes at his mercy 
but not the c o-operfetive insurance 
companies?

Shri Panda: We do not say that we
are not to be under his control except 
that on the question of removal of 
elected directors that should be the 
position because we are under a 
special Act which governs the activi­
ties of co-operative institutions.

Shri Somani: You have been told
that all other companies, joint stock 
companies, are under one authority or 
another, under the Indian company 
law or the Registrar of Companies, 
and they also function similarly. So 
I do not see any new point in 
what you are urging.

Shri Bedi: There is a difference
between the powers exercised by the 
Registrar of Companies and that of 
Co-operative Societies. The former 
does not audit the books nor inspect 
the companies; he only registers 
them, takes some fee and exercises 
some penalty powers. The Registrar 
of Co-operative Societies audita the 
books, inspects the societies, super* 
vises them and promotes them.

Shri Somani: Power is also pro­
posed to be given to the Controller 
to the effect that if in the interest of 
business it Is advisable to ask one

small insurance company to merge 
with another, he will give instructions 
to do so. This may very well happen 
in your sector also. Do you have any 
objection?

Shri Bedi: No, provided the co­
operative insurance society is asked 
to amalgamate only with another co­
operative insurance society. We will 
object if the merger is sought with 
a private company.

Shri Somani: What is the total pro­
fit after tax of the entire general in­
surance companies in India—public 
limited companies, private limited 
companies and co-operative insurance 
societies?

Shri Panda: We do not know.
Shri Somani: In view of the toet

that the profits after tax of nearly 
70 per cent of the largest companies 
in India including one or two co­
operatives is Rs. 2*28 crores per 
annum—you may add a few lakhs to 
make it a round sum—what is at the 
back of your mind in making such a 
sweeping allegation in your opening 
pararaph that this entire Idea of social 
control of insurance is to put a check 
on their acquisitive propensities?

Mr. Chairman: We are not to be
guided by their opinion.

Shri Somani: This is a view coming 
from a federation; they toe not here 
in their individual capacity. So I 
wanted to know what is at the back 
of their mind in making this allega­
tion.

Shri Morarji Oesai: The percentage 
of profits is larger in the case of co­
operatives than in the c&se of other 
insurance companies.

Shri P. Ramamurtl: What does it
matter what they think with regard to 
this? How are we concerned with 
their opinion?

Shri George Fernandes Are there 
any special concessions you give to 
your members in respect of premium 
rates and other things or are you on 
the same rates &s other companies?
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Shri Panda: Premium rates are
controlled by the Controller We 
follow the scheduled tariff prescribed. 
We charge the same rates. But we 
pay back the profits in the shape of 
bonus.

Shri George Fernandes: What is the 
extent of bonus and percentage of 
premium?

Shri Panda: Th'at depends on the
volume of profit a society makes. It 
is found out at the end of the year. 
Profits are calculated after paying a 
small dividend, which is always 9 per 
cent or less; a portion is also paid 
back to members in the shape of 
bonus.

Shri George Fernandes: Can you
speak on behalf of the Union Co­
operative Insurance Company?

Shri Shah: Yes. Since the last three 
years, every year they are declaring 
10 per cent bonus subject to tax.

Shri George Fernandes: What is
the capital of the Union Co-operative?

Shri Shah: Rs. 9 lakhs.
Shri George Fernandes: And the

profit last year?
Shri Shah: Rs. 12 lakhs.
Shri George Fernandes: More than 

125 per cent of capital.
You made a statement that there 

have been no malpractices in the co­
operative insurance sector. Do you 
know of the Cooperative Insurance 
Society Ltd. which was charged with 
suppression of accounts and misappro­
priation of money?

Shri Bfurthi: It is not a co-operative 
society.

ShU Bedi: It may be a private sec­
tor company registered before 1904, 
‘co-operative* only in name.

Shri George Fernandes: According 
to Mr. Bedi, it is not a co-operative 
Society registerefd under the Co-opera­
tive Societies Act.

Shri Bedi: That is my information.
Shri C. M. Kedaria: In asking for

special concessions, are you suggesting 
that you should not be dragged to 
the court without the consent of the 
Registrar? If it is provided for here, 
will you be satisfied?

Shri Panda: If any matter is for
adjudication, naturally the High Court 
will ask the party whether he has 
come through the Registrar, and if 
he has come after a decision by the 
Registrar.

Shri C. M. Kedaraia: You have also 
raised objection to the provision con­
cerning deposit. If you are treated 
on the same basis as State Co-opera­
tive banks or land mortgage banks in 
this respect, will it do?

Shri Panda: We are asking for a
reduction in the quantum of security 
deposit and also the solvency margin, 
because co-operatives have not yet 
reached a viable position; we are just 
developing.

Shri George Fernandes: On a capi­
tal of Rs. 9 lakhs, you make a profit 
of Rs. 12 lakhs, and still say you are 
not viable.

Shri Panda: It is only one society.
Shri Snryanarayana: In this case ,

it is not a business investment. It is 
only to meet their expenses and other 
things. Profits will be given from 
the premium where there are not 
losses. We have to ask them whether 
all the money is being given as bonus 
to policyholders.

Shri V. Narasimha Rao: Instead of 
it being Rs. 50 lakhs, you want to 
have a reduction in the premium.

Shri R. N. Panda: We are asking
for 'a reduction in the case of co­
operatives, from Rs. 20 lakhsf to Rs. 10 
lakhs, and in the case of solvency 
margin, from Rs. 20 lakhs to Rs. 10 
lakhs. That is only a submission for 
your consideration.

The question of promoting these co­
operatives is also a matter for the
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Government, and it is for the Gov­
ernment to consider whether it will 
be in the interests of the co-operative 
organisations to grant these conces­
sions.

Shri K. Suryanarayana: Do you
agree that the Government is also 
interested in the development of the 
co-operatives and the co-operation idea 
in the country? That is the funda­
mental point. It is not only in respect 
of insurance. In order to take cfare 
of the co-operative idea, it is being 
recognised and they are spending large 
amounts. We know of co-operative 
farming, co-operative sugar factories 
and so many other things. So, you 
can specifically ask the Government 
or the Controller to give directions in 
order that the co-operative unions 
may develop.

Shri R. N. Panda: We have already 
made a representation and we are 
still perisiffting with that representa­
tion. We should also get a share in 
the Government business. Otherwise, 
it will not be possible to make it viable 
land compete with other institutions. 
It is only because that the Government 
should promote co-operation that we 
have ventured to make this represen­
tation. It is for the Government to 
consider how far it will be reasonable 
to grant these concessions to promote 
co-operatives.

Shri K. Chandrasekharan: There
are no provisions analogous to the 
proposed section 34B and 34C in any 
of the enactments regarding co-opera­
t iv e  societies. The provision is only 
for supersession or suspension of the 
entire set-up. We are thinking just in 
terms of directors. There is no such 
provision in any other co-operative 
societies laws. Can I take it like that?

Shri R. D. Bedi: There are certain 
States in which even one director can 
be removed. For example, in Punjab, 
there is a provision that the Registrar 
can remove one director.

Shri K, Chandrasekharan: So far
as section 34D is concerned, any action 
taken under the provisions of this Act

would prevail notwithstanding any 
provision in any other enactment 
Therefore, there is not likely to be 
toy  conflict with any other provision 
of law. You said that your apprehen­
sion was that there would be conti*- 
dictory procedures being taken u n d e r  
the Co-operative Societies Act and 
under the present legislation. That 
apprehension is not likely to be there 
in view of the wording of the pro­
posed section 34D.

Shri R. N. Panda: It is not a legal 
conflict, because, a special Act of Par­
liament will certainly prevail over the 
special Act of a State Legislature. That 
is the point which we submit. But 
here, the question is one of adminis­
trative convenience. The State ad­
ministration being near at hand, it 
will be possible for us to have the 
matters considered quickly and ear­
lier. But if it is a question of matters 
being settled at the Centre, then 
people have to come from far-<rff 
places in the country, from different 
parts, to Delhi for settling these dis­
putes and knotty matters.

Shri K. Chandrasekharan: So, your 
objection is not on the basis of any 
fundamental pridple, but on the basis 
of administrative convenience?

Shri R. N. Panda: Yes.

Dr. B. N. Antani: Shall I be not
incorrect if I infer from your memo­
randum that you want to remain as a 
class and should not be touched by 
this central legislation, because you 
happen to be co-operative?

Shri R. N. Panda: We want only
certain concessions to be extended to 
us as co-operative unions. For in­
stance, in the matter of deposits, then

* in the matter of solvency margin and 
so on. So, it is only a question of small 
administrative concessions.

Dr. B. N. Antani: Concessions which 
in effect would nullify the very objec­
tives of this legislation.

Shri R. N. Panda: If that were ao, 
we have no case.
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Dr. B. N. Antoni: You object to

the inspection by the Controller be­
cause you say that such an inspection 
and audit is sufficient through the 
Registrar of companies. Do you think 
that there should be n» room for 
supervisory inspection by the Control­
ler whatsoever, after audit and Ins­
pection by registrars?

Shri R. N. Panda: We will not plead 
for such a wide exclusion of the 
powers of the Controller. I think that 
if that is the interpretation, we should 
withdraw that point. We accept your 
interpretation.

Dr. B. N. Antani: Tell me if I *m
incorrect, convince me.

Shri R. N Panda: We have no ob­
jection to the Controller exercising 
control

Shri B. N. Antani: You say in your 
first paragraph that you are bracketed 
in every respect with private sector 
insurers. Why do you like to ihun 
even if it is bracketed—which I am 
not convinced—and why. are you so 
very sensitive bbout being treated on 
the level of private enterprise? '

Shri R. N. Panda: Already, it is
the declared policy of the Government 
that this is a sector which is quite 
different from the private sector.

Dr. B. N. Antani: Do you think that 
your conditions will be bettered if you 
are bracketed with the public sector 
as they are alleged now to be man­
aged?

Shri B. N. Panda: This is a thing 
which is in between the public sector 
and the private sector. We need to be 
steered through in a new way.

Mr Chairman: Is the LIC, which is 
alao doing general business, excluded 
from these provisions?

Shri Morarji Deaal: It is not.

Shri Jairamdas Daulatram: I under.
stood from you that your main objec­
tion to control of an effective admi­
nistrative type by the Centre would 
not be satisfactory because the Centre 
is removed; you prefer that type of 
control for insurance purposes from 
the local authority. May I suggest to 
you that where the interfering autho­
rities are not very close at hftnd> it is 
likely to be more cautious and more 
impartial and that will be in the in­
terests of your concerns.

Shri R. N. Panda: If there is no
other way out, what we plead is that 
the Controller should be an officer of 
such a status as would be using a 
judicial discretion in these matters.

Shri Jairamdas Daulatram: I do not 
want to argue the matter; I just put 
the matter clearly.

Shri S. S. Kothari: With regard
to deposit, what do you think would 
be a reasonable deposit for coopera­
tive societies? Do you think Rs. 20 
lakhs is excessive?

Shri Panda: It is excessive. I would 
suggest Rs. 10 lakhs for security and 
10 per cent of the premia income as 
solvency margin.

Shri Mrityunjay Prasad: When a
particular cooperative insurance com­
pany makes a profit, are the policy­
holders also benefited and if so, in 
what way?

Shpi Panda: They are receiving 
cash bonus at the end of the year 
commensurate with the profits on the 
basis of the prermium paid.

Shri Mrityunjay Prasad: Do they
get the bonus whether they are 
members or non-members?

Shri Panda: Yes, Sir.

Mr. Chairman: We thank you,
gentalmen, very much for coming 
and cooperating with us by giving 
your views.

(The witnesses then withdraw)
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II. The Overseas & Inland In­
surer** Employees Association, Cal­
cutta.—

Spokesmen

(i) Shri Ajit Lal Das, President, 
Overseas and Inland Insurers9 Em­
ployees9 Association, Calcutta.

(ii) Shri Atul Kirshna Kundu, 
Generdl Secretary. Overseas & inland 
Insurers9 Employees9 Association, Cal­
cutta.

(iii) Shri Samaresh Sarkar, Mem­
ber, Executive Committee, Overseas 
& Inland Insurers9 Employees9 Asso­
ciation, Culcutta.

(iv) Shri H. N. Mukherjee, Mem­
ber Executive Committee, Overseas & 
Inland Insurers9 Employees9 Associa­
tion, Calcutta.

(v) Shri K. D. Bhattacharya, Mem­
ber Executive Committee, Overseas & 
Inland Insurers9 Employees* Associa­
tion, Calcutta.

III. All India Insurance Employees 
Association General Insurance Sub­
Committee, New Delhi.

Spokesmen

(i) Shri Saroj Chaudhuri, General 
Secretary, All India Insurance Em­
ployees Association, General Insurance 
Sub-Committee, New Delhi.

(ii) Shri K. S. B. Pillai, Joint 
Secretary, All India Insurance Em­
ployees Association, General Insutance 
Sub-Committee, New Delhi.

(iii) Shri A joy Das Gupta, Mem­
ber, Working Committee, All India 
Insurance Employees Association, 
General Insurance Sub-Committee, 
New Delhi.

(iv) Shri J. G. Kothare, Member, 
Working Committee, All India Insu­
rance Employees Association, General 
Insurance Sub-Committee. New Delhi*

(v) Shri R. K. Gupta, Member* 
General Council, All India Insurance

Employees Association, General In­
surance Sub-Committee, New Deth C

(vi) Shri P. P. Ravindranathan, 
Member, General Council, All India 
Insurance Employees Association, 
General Insurance Sub-Committee, 
New Delhi.

(The witness were called in and 
they took their seats.)

Direction No. 58 was read out to 
the witnesses by the Chairman.

Mr. Chairman: Gentlemen, we
have received your memorandum. 
If you want to stress any points, 
you may do so. This is a Bill for 
aocial control. You should forget 
about nationalisation, which the 
Government is not going to do now. 
Our power is limited to go into the 
clauses contained in thi5 Bill. Any 
point made about nationalisation 
will not be relevant, so far as this 
Committee is concerned.

Shri K. Snryanarayana: Parlia­
ment and government have agreed 
only for social control and not for 
nationalisation. We request you to 
guide, us on implementing social con­
trol.

Shri Saroj Chaudhuri: Although
this Bill is named Insurance (Am­
endment) Bill, it has popularly come 
to be known as social control Bill. 
But, as we have tried to explain in 
the first 7 or 8 paragraphs of our 
memorandum, in the Bill “social" 
and “control” is nowhere there.

Shri Morarji Desai: That is not 
relevant here.

Mr. Chairman: We circulated the 
Bill for receiving comments and 
suggestions on the various clauses of 
the Bill. Besides commenting on tiie 
provisions of this Bill, you may also 
say that there should be nationalisa­
tion. We know your views about 
nationalisation. But we are not com­
petent to consider that question here. 
We want to know what you have 
to say on the provisions of this Bill.



2 a

Shri Saroj Chaudhuri: We only 
want to draw the attention of the 
Cotmmittee to tine fact that this Bill 
has been introduced to overcome 
certain difficulties now confronting 
the industry. Our point is that the 
ills now confronting the industry 
cannot be eradicated unless the in­
dustry is nationalised.

Shri K. Chandrasekharan: Mr.
Chairman, may I respectfully sub­
mit that that approach would not be 
correct, so far as we are concerned? 
This Joint Committee is entitled to 
go into the competence of enacting 
a measure of social control; it can 
see whether it is a measure for 
nationalisation of the entire field of 
insurance. It is perfectly within the 
competence of this Joint Committee, 
bfter hearing the witnesses, to re­
commend that this social control 
Bill is unnecessary that government 
should bring forward a measure for 
nationalisation of the insurance in­
dustry. I would therefore, submit 
that we should hear the witnesses on 
this point.

Mr* Chairman: When this Bill was 
introduced in Parliament, the prin­
ciple underlying the Bill was accept­
ed by the House and then it was 
referred to the Joint Committee. The 
principle accepted was social control 
and not nationalisation. So, I do not 
think we are competent to go into 
the question of nationalisation.

Shri p. Ramamurti: It is certainly 
open to the Committee to consider 
whether the measures adumbrated 
or proposed here for social control 
will effectively control all the ills. 
Ultimately, we will come to our own 
conclusion whether these provisions 
are sufficient and they will be able 
to control all the ills effectively.

Shri Morarji Desai: May I submit 
that if you say, as they say, that 
nothing but nationalisation will solve 
the problem, then it is quite a 
different proposition altogether. You 
can certainly make that suggestion. 
They can certainly suggest what im­

provements can be made in th e 
various clauses of the Bill. But they 
cannot negate the Bill, as they *fe
now trying to do. ‘

Mr. Chairman: Direction 76 of the 
Speaker reads:

“The principle of the Bill hav­
ing been accepted by the House 
by adoption of the motion for ‘
reference of the Bill to the Be-
lect|Joint Committee, further 
general discussion on the Bill as. 
a whole shall not be permissible* 
in a Committee. * ^
So, it cannot be done here.
Shri P. Ramamurti: They can cer­

tainly point out what they think’ 
about the effect of the various pro­
visions___ '

Shri Morarji Desai: You can do so
as a member; not they.

Shri P. Ramamurti: They can poljit
out why it is not necessary.

Mr. Chairman; That can be consi­
dered by us, whether this is sufficient 
or not.

Shri Morarji Desai: We can consi­
der that when we consider the Bill 
after the evidence is over. They do 
not have the right to make this pro­
paganda here.

Shri George Fernandes: According
to the title, this Bill is “for the ex­
tension of social control over insur­
ers carrying on . general insurance 
businesg and for matters connected 
therewith or incidental thereto”.

Shri Jairamdas Daulatram: Sir, I 
want to raise a point of order. I 
believe it is the practice that dis­
cussion among the members cannot 
take place in the presence of the 
witnesses. The point is important 
and if you want to discuss this, it 
must be discussed among the mem­
bers. But it cannot be discussed in 
the presence of the witnesses.

Shri George Fernandes: When the 
Bill was introduced and was being 
referred to the Joint Committee, on
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the 13th Of August Shri Tapuri*h 
raked, a point—I have the proceed­
ings with me here—that acoordmg to 
his party it is wrong to refer a Bill 
to a Joint Committee without any 
discussion on the floor of the House. 
He also stated that Shri M. R. 
Masani, the Deputy Leader of his 
party has written a letter about it. 
Then the Deputy-Speaker ruled that 
the Business Advisory Committee 
(had decided that the Bill would be 
referred to the Joint Committee 
without any discussion. The Deputy- 
Speaker added “ if I permit you to 
speak, i will have to permit others; 
I am very sorry” . It is with that 
background that the Bill has come 
here. Before the Bill was referred 
to Joint Committee, if there had been 
some discussion the terms of refer­
ence would have been more or less 
emphasised or defined and then one 
could understand the limiting of the 
discussion to the points involved in 
the Bill itself. But, in this case, 
there was no such discussion in the 
House.

Shri Morarji Desai: We are not
limiting; discussion among members, 
as I understand- it  This limitation 
is only on the witnesses.

Shri Jairamdas Daulatram: I be­
lieve when members accept member­
ship of the Joint Committee, they do 
so on the assumption that they ac­
cept the principle of the BilL There­
fore, this matter cannot be discussed 
both on the grounds of impro­
priety----

Mr. Chainnan: Shri Fernandez has 
referred to the ruling of the Deputy- 
Speaker and tiie fact that there was 
no discussion in the House.

Shri Jairamdas Daulatram: When
there is no discussion in the House 
it does not mean that the principle 
has not been accepted or it has been 
rejected. If a member does not ac­
cept the principle of the Bill, he 
should not be in the Joint Com­
mittee. Itanlore, both on grounds 
<rf the constitutional position and the

impropriety of discussing this matter 
in the presence of the witnesses, it 
cannot be permitted.

Mr. Chainma: We have received 
the memorandum and noted yanir 
views. If you want to emphasize 
any point or suggest any new point 
for improving the provisions of the 
Bill, or suggest new provisions, you 
may do so.

Shri AJoy Das Gupta: I think we 
have made certain suggestions re­
garding investment which is, of 
course, a very vital part in the idea 
of social control, because it is the 
misuse of the money or the funds 
that these insurance ootnpanies have 
which has led the Parliament being 
forced to introduce thia Bill in place 
of nationalisation. Our point of 
view is that enough restriction has 
not been put on the powers of the 
managements of these companies— 
the directors, the managing directors 
or the boards of directors—in regard 
to investment. Firstly, a large am­
ount, that is, 25 per cent of the in­
vertible fund, has been left at the 
discretion cxf the managements to in­
vest as they like and 75 per cent has 
been earmarked for investment in 
approved securities. There too, it has 
been left to the Controller or the 
Central Government to declare any 
security as an approved security. So 
we And that a huge amount, parti­
cularly of the bigger companies, will 
be at their disposal.

Moreover, as we have understood 
the provisions of the Bill, it aims at 
merging or amalgamation of differ­
ent companies and making thorn 
bigger companies. The funds at the 
disposal of the existing companies, 
which will be existing after the 
operation of this Bill, will be consi­
derable. So we have made a sugges­
tion of limiting even that amount; 
that is, only 10 per cent of the total 
lnvestible funds of the company 
should toe left at the discretion of 
the management arid 90 per cent 
should be in approved securities.
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Abotft the Government’s power to 

<tacltx$ any security as an approved 
security, our submission is that in 
the absence of any guidelines beittg 
given in the Bill about the nature 
of securities which can be declared 
as approved securities, it leaves a 
very wide field for the Government 
which should not be there. More­
over, we are afraid that it might be 
unconstitutional and might be struck 
down.

Another aspect of the investment 
question relates to how much of the 
funds of an insurance company can be 
invested in a company or companies 
and how much of the capital of that 
company can be subscribed by any 
single insurance company. Ther* the 
limit is 10 per cent of the funds of 
the insurance company and 2 per 
cent of the company in which the 
investment is being made. For big 
companies, like New India, this? 10 
per cent is a huge amount. So we 
want to restrict the amount which 
can be invested so that the company 
in which it is invested cannot be 
influenced. We also want that the 
investment !be spread over. So we 
suggest that Rs. 5 lakhs should be 
the limit for investment in any single 
venture or company.

Then, I come to clause 14 which is 
about the bonus question. It seeks 
to amend clause 31A of the Principal 
Act So far we are out of the pur­
view of the Payment of Bonus Act 
and this Bill seeks that general in­
surance employees also be brought 
within the purview of the Bonus Act 
The amendment suggested by the 
Bill in section 31A seems to us to 
b e  taking away the power that was 
c o n fe r r e d  on the Central Govern­
ment to decide about the quantum of 
bonus in each case, from company 
to company. As we understood it, 
in the Principal Act, section 31A was 
inserted to stop the payment Of 
bonus at a high rate to high officers; 
it was not stopped altogether but a 
proviso was made. Now if that part 
of the proviso is taken away and

only this part is left which say* tfcpi 
it can be paid on a uniform basis to 
employees or a class of employees, it 
will also include the officers. For 
them some uniform rate may be 
prescribed and others who come 
within the purview of the Industrial 
Disputes Act, that is, the workmen, 
will come within the purview of the 
Payment of Bonus Act. This, we 
consider, will harm us in two wiys. 
Firstly, the clause about expenses of 
management remains; so, big com­
panies are allowed to pay bonu* at a 
high rate to officers. That will come 
not under the Payment of Bonus Act 
but will be under the expenses of 
management. This will bring down 
the profit of the company and will 
impinge upon the interests of the 
workmen so far as the quantum of 
the available surplus is concerned-

Mr. Chairman: You want that high 
officers should not be paid out of 
the Bonus Fund.

Shri Ajoy Das Gupta: No.

Mr. Chairman: You want tne pre­
sent arrangement to continue.

Shri Ajoy Das Gupta: No. We have 
suggested that the payment of bonus 
in the insurance industry be guided 
by the Payment of Bonu3 Act 
and it should ibe applicable to all. 
So we have suggested that proviso
(vii) be substituted by the follow­
ing:—

“the payment of bonus in accord­
ance with the provisions of Pay­
ment of Bonus Act. 1965.”

We want to limit the payment of 
bonus only to workmen or employees 
who are entitled to get bonus under 
the Payment of Bonus Act and want 
to prohibit it to others.

Coming to clause 16, a new section, 
section 34B, is sought to be added by 
which the Controller will be empow­
ered to remove any employee of an 
insurance company. Of course, we 
take it that the intention of this new 
section is t? confer the power on the
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Controller to remove managerial per­
sons only. But wide powers have 
been given in this clause and even 
ordinary employees can be removed 
under this as there is no restriction. 
We want t0 protect the interests of 
workmen by suggesting the insertion 
of a new sub-section as follows:—

“ (9) Nothing contained in this 
section shall apply to workmen 

. as defined under section 2(s) of 
the Industrial Disputes Act,
1947.”

Mr. Chairman: Do you think that 
the Controller will care to touch 
those employees who are under the 
big bosses who have the power to 
remove them?

Shri A Joy Das Gupta: I have al­
ready submitted that the powers are 
very wide. How these powers will 
be exercised are yet to be defined. 
We hope that Parliament will also 
exercise its control over his actions. 
If the Controller is given the right 
to exercise his powers in the case 
of ordinary employees, it will be very 
difficult for them to protest and there 
i8 no legal remedy. If the Controller 
exercises his powers there, only at 
the intervention of the highest level, 
it can be removed. It will be very 
difficult for the ordinary employees 
to approach at high level in adminis­
tration or in Government. We want 
to protect the interests of the or­
dinary employees or the workmen, 
v/hether such powers vested in the 
Controller are exercised properly 
should be controlled by Parliament. 
Here, we are concerned mostly about 
the workmen. Our submission is that 
workmen should be put out of the pur­
view of the Bill. As we understand, 
the purpose of this clause is to stop 
mal-practices at a high level. The 
ordinary workmen have no manage­
rial functions. They have no say in the 
management. Sometimes, they are 
compelled to act even against their 
own conscience which help corrup­
tion in the industry. We know that. 
That unhealthy atmosphere has been 
created in the industry. Por that, the

ordinary employee is not responsible. 
So, we want that th$ ordinary em­
ployees or the workmen should be 
protected and they should not come 
within the purview of this clause. 
We have given a saving clause at the 
end and we want it to be incorporat­
ed.

With regard to Clause 17 of this 
Bill, Section 37 of the Principal Act, 
here, it comes the Question o f amal­
gamation and it also comes in subse­
quent clauses. Our submission is 
that when amalgamation takes place, 
the interests of the workmen must 
be protected. Here, the Controller is 
empowered to make schemes. We 
want to make certain provisions con­
tained in this Bill to be made com­
pulsory and some other provisions to 
be optional. As it is worded now, the 
Controller in making schemes can 
omit all the points or any of the 
points as he likes. In our view, cer­
tain points are in the interest of the 
employees, that is, to safeguard the 
continuity of service, their emolu­
ments and other service conditions. 
As it is, he can omit the question of 
the absorption of the employees in 
the amalgamated company or the 
new company or if the Government 
takes it over. Our submission is 
that the interests of the employees, 
their continuity of service, their emo­
luments and other service conditions 
must be protected.

Then, I would draw your attention 
to Section 52(1), that is about the 
solvency level. This Bill provides that 
if any insurance company fails to 
provide for the solvency level, it will 
be declared to be insolvent and will 
be wound up. Our submission is that 
if that is done, many employees will 
be thrown out of employment. We 
humbly submit that the Government 
should take it over. If any company 
seems to be insolvent, the Government 
should take it over.

Shri Morarji Desai: Is it becom­
ing insolvent?
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Shri Ajoy Das Gupta: No, Sir. It 
has been the responsibility of the 
Controller. Even now, after the pas­
sing of this Bill, the Controller has 
been given wide powers even to post 
directors, extra directors who have 
no responsibility but who have 
rights to watch over the working of 
the company. If, even after the Con­
troller exercises such wide powers, 
the company is allowed to become in­
solvent, it is definitely the responsi­
bility of the Controller and also of 
the Government to see that the com­
pany is put on sound footing by tak­
ing it over and, perhaps, amalgamat­
ing with Government companies.

Shri Morarji Desai: If it becomes 
insolvent as a result of the bad work­
ing of the employees, even then the 
Government should take it over?

Shri Ajoy Daa Gupta: The Con­
troller has been vested with the po­
wer to stop bad practices.

Shri Morarji Desai: The Control­
ler will not be able to control the 
ordinary workmen.

Shri Ajoy Das Gupta: It is not
the Question of ordinary workmen.

Shri Morarji Desai: You do not
want the Controller to remove an 
employee. Therefore, the employees 
must be the masters.

Shri Ajoy Das Gupta: No, Sir. 
They are governed by the laws of 
the land. The management is free to 
take any action against the employees 
if they misbehave.

Shri Morarji Desai: If an employee 
seeks to destroy the company, that 
is, its whole working, then the 
Controller should be able to remove 
him. If that happens, if the Control­
ler has that power, then I can under­
stand the other argument. Otherwise, 
I cannot understand it.

Shri Saroj Chaudhurl: If an em­
ployee is found working for the des­
truction of a company, then the law 
of the land takes care of it. If a

company is ruined because of the bad 
management, wasteful expenditure 
and all that, and also because of a 
large number of sinocures, the ordi­
nary employees cannot be held res­
ponsible.

Mr. Chairman: We will discuss that 
later.

Shri Ajoy Das Gupta: There is 
one point more about compensation 
to be paid in the case of acquiring 
a company. I would Say that there 
should be a limit put for that. As is 
provided in the Bill, the compensation 
should be paid to the share-holders 
directly because, after the nationali­
sation of life insurance, a provision 
was made that compensation should 
be paid to the companies and, in res­
pect of many companies, it did not 
flow to the share-holders and that 
the management retained the money 
to invest in other business. So, a pro­
vision has been made in the Bill that 
the money should be paid to the 
shares. Naturally, in a free tconomy 
that. But we want to limit the 
amount. The compensation provided 
here is on the high side. Our sugges­
tion is that it should be three years* 
average of the market value of the 
shares. Naturally, in a free economy 
like ours, the share market fluctua­
tions show the health of the company 
or the worth of the company. So, I 
think, it is very equitable if three 
years’ average of the market value is 
paid as compensation to the share­
holders, or the face value, whichever 
is lower.

Shri S. S. Kothari: In certain
cases, it may even go more than what 
is provided.

Shri Ajoy Das Gupta: But in many 
cases, it will be less.

The next point is about the emp­
loyees of the Tariff Committee and 
the Regional Councils. Here, the Con­
troller has been given the power to 
reduce or amend their conditions of 
service and their salary also. There 
is no provision for increase but there 
is a specific provision for reduction.
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We want protection for the employees 
here. We want that the con*
ditlons of service of the employees of 
thie tariff Committee and the Region­
al Councils should not be adversely 
affected in any way* Of course, we 
have suggested here that, if the Gov­
ernment wants to do it, then the judi­
ciary should come in to determine but 
before that the Government or tbe 
Controller must not adversely change 
the conditions of service ana the sa­
laries o* the employees who will be­
come, under the provisions of this 
Bill, government employees and by 
that way they will have no way left 
to protest against the arbitrary rs. 
duction in their salaries and emolu­
ments.

One point that we have not men­
tioned and on which our friends of 
the Overseas Association will dilate, 
is about the employees of Calcutta 
Claims Bureau, Bombay Fire Service 
Association and associations like that 
who are, strictly speaking, not in­
surance employees but who are inti­
mately connected with the insurance 
industry. They are separate organi­
sations. Although not strictly insu­
rance employees, their whole work is 
linked with the work of insurance 
companies; they are maintained by 
the insurance companies themselves. 
This B ill does not ipso facto do away 
with those associations, but there is 
an apprehension in the minds of 
those associations that those compa­
nies might be affected by this. There 
is a provision in th is Bill that Gov­
ernment will every year declare sur­
v e y o rs  or claims adjusters and all 
those thongs. If some provision can 
be made in the Bill by which the ex­
istence of such associations, which 
are now in operation and which are 
run by the insurance companies them­
selves, can be made permanent and 
not subject to year to year, then we 
will think that justice has been done 
to these associations and organisa­
tions because they are existing for a 
long time and a large number of 
employees are working there.

Then I come to the application of 
Chapter IX of the Penal Code to the

insurance industry. Of course, there 
art certain specific points in that flec­
tion, but our apprehension is that this 
will give power to the Police to ha­
rass tbe insurance employees, parti­
cularly in smaller sectors; there, the 
police can, out of grudge, harass the** 
because this is made a cognisable of­
fence. We are afraid that, at the ins­
tance of the management, the emplo­
yees might be harassed. As we have 
pointed out, some sort of provision 
can be made in the regulations and 
rules to the extent of illegal grati­
fication. On the question of the 
employees doing some side business 
or part-time work, I would say that 
a large number of employees have to 
do this in order to maintain them­
selves. This will be prohibited if the 
section of the Penal Code is brought 
into operation in the insurance indus­
try. So, we have suggested that this 
should not be so. On the question of 
illegal gratification, of course, some 
provision might be made elsewhere 
and the section of the Penal Code need 
not be extended to cover the insur­
ance industry.

Mr. Chairman: When there is
misappropriation or things like that 
happen, the Police have got the in­
herent right to intervene there whe- 
there it is extended to insurance bu­
siness or not.

Shri Ajoy Das Gupta: Yes. That
is there. Why should a special men­
tion be made that the insurance in­
dustry will be brought under the pur­
view of Chapter IX the Penal 
Code? N0 other business, nor even 
the banking industry, has been 
brought within the purview of this 
section.

Mr. Chairman: Anything more? I
think, the members will now ask 
questions.

Shri Ajoy Das Gupta: That is all.
Shri .Beni Shanker Sharma: You

represent the employees of insurance 
companies. 1 am afraid, you have not 
been zealous enough to safeguard 
their interests. So far as th# Bonus
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Act is concerned, it has been made 
applicable to the insurance companies. 
You are also to get bonus according 
as the profit increases or decreases. 
You have stated that not more than 
10 per cent of the asseis should be 
invested in unapproved securities. As 
you know, so far as the profits of the 
company are concerned, they are not 
from the approved securities but from 
the unapproved securities if they arc 
properly and cautiously invested. 
Don’t you think that this will reduce 
the profits of the company and there­
by also reduce your share as well in 
the bonus?

Shri Ajoy Das Gupta: Yes, Sir;
that might be the position. But here 
the employees are more concerned 
with the national economy and the 
investment of the lnvestible funds in 
projects of national importance. If, 
in doing so, the total profits are re­
duced and consequently the employ­
ees* share is also reduced, the emp­
loyees would not mind it; they are 
prepared to undergo that much of 
privation for the sake of the growth 
of the national economy.

Shri Beni Shanker Sharma: As
regards bonus, you have objected to 
the payment of bonus to higher-paid 
staff. After all, they also contribute 
to the good working of the compa­
nies. Why shotild you debar them 
from getting bonus to which the other 
employees are entitled?

Shri Ajoy Das Gupta: We have
not debarred. Parliament, in its wis­
dom, has passed the payment of Bo­
nus Act and there they have put a 
limit to the salaries upto which the 
bonus can be paid. We hav© suggested 
here that the bonus may be paid ac­
cording to the Payment of Bonus Act 
Even officers with a salary of Rs. 1600 
per month a^e Included m that. We 
have not objected to that. Our point 
has been this. Section 31A was in­
serted to prohibit payment of bonus 
and commission by way of remunera­
tion; that was the way ^  which 1116 
insurance companies used to indulge 
in extravagances and fritter away

their resources. To stop that, section 
31A was brought in. We only want to 
keep that position—those restrictive 
clauses of 31A of the principal Act. 
The Payment of Bonus Act should be 
in full operation in this industry also; 
vve have no objection to officers draw­
ing a salary of Rs. 1600 per month 
being paid bonus.

Shri Beni Shanker Sharma: Don't
you think you will Se very unfair 
and unkind to the man who is draw* 
ing Rs. 1600 but at the same time 
contributing to the good management 
of the company?

Shri Ajoy Das Gupta: We have
nothing to do. You yourself have li­
mited it

Shri Beni Shanker Sharma: You 
have objected to controller's control 
over your employees. Don't you think 
so far as employees are concerned 
they will be happier under the con­
troller than under the private man­
agement because so f*? &* controller 
is concerned he is expected to exer­
cise greater care. He may have more 
sense of justice than the immediate 
boss. Why should you object to con­
trol over the employees by the con­
troller? You should on the other 
hand welcome it. ~

Shri Ajoy Das Gupta: They are
given powers but they are negative 
powers since so far as normally em­
ployees and servants are concerned 
they are governed by the Industries 
Disputes Act in respect of awards and 
so many other things and so we think 
that they should be governed by that 
only.

Shri Beni Shanker Sharma: I may
tell you that some employees' Asso­
ciations haye also pointed out the 
same thing which you have mention* 
ed. YouF interest and their interest
do not clash.

Shri Ajoy Das Gupta: We don't 
know, Sir. We have not seen that.

S h ri S. S. K oth a ri: On page 5 of
your m em orandum  you h ave ®tated:
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A number of unscrupulous insurers 
have started diverting the funds and 
business of the insurance companies 
to other companies and interests. Can 
you give specific instances?

Shri Ajoy Das Gupta: In page 15, 
para 23 of our memorandum, We have 
given the names of certain companies.

Shri S. S. Kothari: Can you give
instances?

Shri Ajoy Da.? Gupta: Jayabharat
Insurance Company. They have liven 
notice that because of the Social Con­
trol Bill coming they will cease to 
transact general insurance and they 
will be trading company.

Shri Morarji Desai: That is not
diverting funds. That is ceasing to do 
insurance business.

Shri Ajoy Das Gupta: The funds
will be there and tnat will be applied 
to other business . . •

Shri Morarji Desai: If they can
legally do it they will do it.

Shri S. S. Kothari: My next ques­
tion is this. You say an officer may 
be treated as government servant but 
not the employees. Why So you want 
preferential treatment for the emp­
loyees?

Shri Ajoy Das Gupta: Employees,
should have a say in 'Jie management 
The mischief is not^wun the emplo­
yees, in general. They are made to 
do many things which are against 
their conscience by the order. Order 
is not always in writing. If they do 
not carry out the order~they are ha­
rassed, put out or the job etc. Emp­
loyees can’t be harassed as it is not 
in their power to do or not to do any­
thing about the funds of the company 
or organisation.

Shri S. S. Kothari: In page 5, you 
say that the entire ^uhd gets released 
and is approved by shareholders and 
no tax is* paid. Actually it is tax­
able.

Shri Ajoy Das Gupta: It is not 
taxable.

Shri S. S. Kothari: It is carried to 
revenue account . . .

Shri Ajoy Das Gupta: Standard
General Insurance Company is one 
about which hon. Minister might re­
member and I had long correspon­
dence with him. The funds were re­
leased and invested in other com­
panies.

Shri S. S. Kothari: You want th’at 
to be distributed to employees?

Shri Ajoy Das Gupta: By way of
compensation and other things, which 
come. Here, Government should get 
the tax out of it

Shri S. S. Kothari: That is all . 
Thank you.
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Shri Ajoy Das Gupta: I do agree 
you will be accused of going beyond 
the purview. We suggested about na­
tionalisation-some companies have 
les3 strong base and some which have
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stronger base—all will be amalgamat­
ed together and the evils will be 
evened out. The very idea or philo- #
sophy of insurance will be there. *
But here that is not being done. The 
difficulty will be there. We under­
stand it. It will be for the controller 
to select companies in such a way as 
to make them viable complexes. If 
so many companies could be amalga­
mated that would be a viable unit.

Shri Mrityunjay Prasad: I am sor­
ry that my point has not been clear­
ly understood. The point is this. 10 
(persons / working in the company 
which is in difficulty are getting a 
much higher salary than 100 persons 
of the transferee company. If they 
bring thier higher salaries here 
there will be heart burning. Either 
the 100 people have got to be up­
graded or these 10 people have got 
to be downgraded to the scale of that
100 people. One of these 2 things has
got to be done. What is your
suggestion?

Shri Ajoy Das Gupta; Natural jus­
tice is that existing conditions can't 
be downgraded. What happened in 
the case of LIC during nationalisa­
tion?

Shri Mrityunjay Prated: Do you
think you can compare LIC with this 
scheme for this simple reason—with 
LIC there was nothing else left. There 
w*as only LIC and nothing else. I 
hope all of you will agree with me. 
You have got that sort of experience 
that in the LIC people in 1&57 draw­
ing less than Rs. 40 were categorised 
on Rs- 130. I am talking of 1957. I 
am not going into further details. 
But LIC being such a huge thing, it 
could be managed. Here, one com­
pany may refuse to take another 
company because of this trouble later 
on, namely, it will have to upgrade 
the salaries of all its employees. 
Therefore, would it not be better to 
say that the transferee company 
Would be compelled to accept the 
schemes of amalgamation prepared 
by the Controller. It may accept or 
reject any amalgamation scheme to get

over this difficulty. Would you 
agree to this suggestion?

Shri Ajoy Das Gupta: Our sugges­
tion is that if the transferee company 
does not accept it, Government should 
take over both the transferee company 
and the transferring company to obvi­
ate such difficulties.

Shri Mrityunjay Prasad: What will 
the Government do with these? LIC 
is different from these.

Shri Ajoy Das Gupta: Government 
should make such a scheme of amal­
gamating weaker and stronger com­
panies so that after amalgamation it 
becomes a viable unit in which case 
the interests of employees can be pro­
tected by giving them standardised 
scales of pay?

Shri Humayun Kabir: In LIC did
they standardise the salaries?

Shri Ajoy Das Gupta: What hap­
pened in LIC was that the existing 
salary was not reduced, but the salary 
scales were reduced.

Shri Humayun Kabir: They were
brought under uniform scale by giv­
ing them personal pay to be absorbed 
in future increments.

Shri Ajoy Das Gupta: Yes; that
should be done here also.

Shri Humayun Kabir: You have 
stated that the Controller should not 
have the power to dispense with the 
services of the employees because 
they are under the direction of the 
management. A suggestion has 
been made that this principle should 
be applied to other officers excepting 
only the Managing Director or the 
General Manager. In other words, 
the chief executives should be remov­
able by the Controller, but he should 
not interfere with the administration 
at any other level. What is your reac­
tion to this proposal?

Shri Ajr9y Das Gupta: In the gene­
ral insurance companies there are 
many sinecure officers and if the 
Controller really takes steps to re­
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move them, they will be welcome. 
But there of course, the danger is that 
sinecure posts may not be located and 
dealt with properly. The suggestion 
you gave is about restricting the Con­
troller’s powers to top managerial 
cadres. We have no objection to that 
as such. But our intention is to 
find out these sinecures and remove 
them because that will cut down the 
expenditure bills of companies.

Shri Humayun Kabir: The difficulty 
is that what you regard as sinecure, 
somebody else may not. As has often 
happened, under the name of this 
kind of weeding out the inefficient, 
sometimes the inefficient will remain 
and the efficient will go out.

Shri Ajoy Das Gupta: That we
cannot help.

ShU P. Ramamurti: This BUI is
intendtd to institute a sort of social 
control over general insurance busi­
ness for the purpose ci eliminating 
certain malpractices that are prevail­
ing there. I know that as employees 
of insurance companies you people are 
intimately connected with the working 
of these companies and you know more 
than anybody else the types of xrtsl- 
practices which, of course, we will 
keep as a sort of confidential infor­
mation. If you could give them, we 
can examine whether this Bill is 
sufficient for that purpose or some 
more provisions are necessary. Can 
you just enumerate to us or tell us 
the types of malpractices such as mis­
use of funds, diversion of funds, etc. 
that are generally! prevalent in the 
insurance companies, from your inti­
mate knowledge of this business?

Shri Ajoy Das Gupta: I will give
you one example.

Shri P, Ramamurti: We want to
know all, not one alone.

Mr. Chairman: You can send us a 
supplementary note on this.

Shri AJoy Das Gupta: We can do 
that in confidence. I am sure you 
heard of Mr. Jalan----

Shri P. Eamamurti: We are not 
concerned with names.

. Shri Ajoy Das Gupta: There is one 
Asiatic Oxygen Company. The market 
value of its shares is Rs. 1:M>. But in 
the investment of the company the 
share value has been shown as Rs. 8. 
In the course of transfer of shares, 
those shares have been bought at 
Rs. 8. and sold back to the managing 
agents at Rs. 1*>0 so that the insurance 
company suffered a loss of Rs. 0 50 
per share. And it went to the same 
people. In the past also we had 
another instance of a company owned 
by Goenkas. . . .

Shri P. Ramamurti: We are not
interested in names.

Mr. Chairman: You can send us a 
detailed note covering other categori­
es of misappropriation or misuse also,

Shri Humayun Kabir: This is one 
class of misdemeanours—buying shares 
at inflated price-----

Shri Ajoy Das Gupta: And selling 
them at a lower price Just before the 
closing of the accounts.

We can send you a note in confi­
dence because, if it* is known to the 
management, the union leaders will 
be harassed.

Mr. Chairman: This will not be
known to them. But you can give 
this information to Members of Parlia­
ment

Shri Ajoy Das Gupta: We will do 
that in confidence.

Shri P. Ramamurti: On the ques­
tion of bonus the existing provision of 
the Act says:

Provided that nothing in this 
sub-section shidi be deemed to 
prohibit the payment of bonus in 
any year on a uniform basis to 
all salaried employees or any class 
of them by* way of addttidnal re-
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numeration— such bonus in the 
case ot any employee not exceed­
ing in amount the equivalent of 
his salary for a period which, in 
the opinion of the Central Gov-* 
ernment, is reasonable having re­
gard to the circumstances of the 
case.

Do you know of cases where the 
management has declared a higher 
fate of bonus to officers and a part ot 
that bonus has gone back to the mana­
gement? This is one of the ways by 
which the management has been table 
to get back a large amount of money 
not legally, but illegally—by declar­
ing a higher rate of bonus to officers 
who are otherwise not covered by the 
bonus provision. It is just to prevent 
this that this clause was inserted in 
the 1968 Act. If I understand you 
correctly, you want th’at this provi­
sion should continue to exist and that 
any declaration of bonus to those 
people who are not covered by the 
Bonus Act should be with the ap­
proval of the Government. You want 
Government should have certain 
control over the declaration of 
bonus to those people who are 
not covered by the Bonus Act while 
others should be covered by the Bonus 
Act. This is in substance your con­
tention. Am I right?

Shri Ajoy Das Gupta: Yes.
Shri P. Ramamurti: Therefore, 

you are not opposed to the declara­
tion of any bonus. Or do you want 
that the bonus payment should be 
governed by certain restrictive 
provisions?

Shri Ajoy Das Gupta: The employ­
ees who are governed by the Bonus 
Act should continue to be governed 
by» that Act.

Shri P. Ramamurti: To-day they
are not governed by any other act 
Therefore, as far as other people are 
concerned, under the proposed amend­
ment, the position will be that all 
those employees who aw getting 
below Rs, 1,806 will be governed by 
the Bonus Act. With regard to the 
other frteople, the employer eta decide 
is  to *hat, in Mi opinion, is the pro­

per bonus to be given to the other 
people. That is the proposed RHj, 
And that is what you are objecting to*

Shri A joy Das Gupta: We are
objecting to that. What we are say* 
lng is that only the persons who ere 
governed by the Payment of Bonus 
Act should get the bonus. In other 
words, the original provisions should 
remain.

Shri P. Ramamorti: In the original 
Bill, there is no such bonus. In the 
original Act nothing in this section 
shall be deemed to prohibit the pay* 
ment of bonus to anybody on a uniform 
basis to all salaried employees. This 
includes the officers' cadres also. It 
does not prohibit giving bonus to them. 
The only proviso is that that should 
be accepted by Government as being 
reasonable under the circumstances. 
You are not opposed to that I suppose? 
May we know what exactly do you 
want? Do you want to prohibit the 
bonus to be given to the people?

Shri C. M. Kedaria: Mr. Ramamur­
ti excuse me for my interruption. 
First of all, when we discuss these 
things, the witnesses know very well 
the ins and outs of the working of the 
insurance companies.

So, I would like to know whether 
there are any such circumstances 
where the bonus is paid to the higher 
officers coming back to the manage* 
ment. If so, can you give some ins­
tances ?

Shri Ajoy Das Gupta; Let me
first answer his question. I wish to 
draw your kind attention to Section 
31 (AC).

Mr. Chairman: The question is very 
simple. Do you want to be governed 
by the old Act?

Shri P. Ramamurti: The officers
should be governed by the old Act. 
For them there is no provision. Ai 
far as the non-officers getting below 
Rs. 1,800 as salaries are concerned! 
they should be governed by the Bonus 
Atit. That is the provision. It is leg*! 
W o. Am I right? ,

19(95 (E) LS-A
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As far as officers who are drawing 

above Rs. 1,600 are concerned, the 
Parliament in its wisdom thought that 
they should not get bonus. Only those 
jrho are getting below Rs. 1,600 
Should get the bonus. The same pro­
vision should apply here.

Shri A joy Das Gupta: Section S1A 
<l)(c) says that the company which 
employs an employee fes a manager 
or officer or in any capacity whose re­
muneration is in the form of commis­
sion or bonus in respect of the general 
Insurance business of the insurer is 
prohibited from payment of bonus.

Shri P. Ramam urti: You are mis­
taken. It simply says that there 
should not be any contract with the 
workers that he will be paid salaries, 
commission plus bonus. That does not 
prohibit the management from dec­
laring the bonus to an officer. The 
only thing is that bonus should be 
approved by Government. That is the 
provision.

Hr. Chairman: Anything more Mr. 
Ramamurthi?

Shri F. Ramamurti: Now, with
regard to the question of amalgama­
tion, I cannot considering the ques­
tion of employee’s interest being 
safeguarded—obviouslyf that is being 
safeguard—under the Bill, the Con­
troller of Insurance is given powers 
to compulsorily, amalgamate any two 
companies. Suppose there is a com­
pany which has been managed well; 
their investment has been good and 
they have not defrauded the people. 
There is another company which is 
on the verge of collapse because of 
defrauding and all sorts of things. 
Their assets are much less than the 
liabilities. Under this Bill, the Con­
troller is given powers to compulsorily 
force the amalgamation of this com­
pany that being a losing concern 
whose assets are much less than the 
liabilities. In such a case, he has no 
option but to amalgamate it. What 
would you suggest for that? Would 
you atey that we should take over all 
the companies. Why do you allow the 
private companies to exist and at the

same time when a company which ha* 
been well-managed is unnecessarily 
punished? Why do you say that all 
companies should be taken over?

Shri Ajoy Das Gupta: Our submis­
sion is that all companies should be 
taken over.

Shri P. Ramamurti: I want to ask 
one question. Under the provisions 
of the Bill, the Controller of Insurance 
has been given a number of powers. 
For example, he is given the powers 
to appoint anybody he likes as obser­
vers to attend every meeting of the 
Board of Directors. He has also been 
given powers to force the observers i 
to see to it that the offices are run pro* 
perly. After all these things, you will 
also find that the Controller of Insu­
rance is also given powers to appoint 
directors —not more than five and 
not more than one-third of the 
total number. You will find that 
as far as these directors are 
concerned, they have no respon­
sibility whatsoever. I want to know 
from y?ou that after giving all these 
powers to the Controller of Insurance 
whether it is necessary to give him 
the power to appoint directors who 
have no responsibility?

Shri Ajoy Das Gupta: We think
that such Directors should also be 
held responsible. We also think 
that the Controller should also be 
held responsible if there is any mis­
feasance in any general insurance 
company.

Shri K. P. gubram ania Menon: Have
you any idea as to how much general 
insurance business are these overseas 
insurers controllling?

Shri A jlt L all Das: Hon’ble Chair­
man and hon. Members of the Com­
mittee: I am at a loss because these 
questions were raised by so many 
members and I can easily answer 
many points, but I was silent uptiU 
now only because I knew that I will 
be representing my organization se­
parately. So I did not say anything 
upto this moment. My organization is 
the Overse*s and Inland Insurer* 
Employees' Association which is  I*
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Calcutta. Our Association is confined 
ijrith the activities of Trade Union in 
Calcutta region. We have given 
another separate memorandum to you 
and if I am separately questioned I 
ean give you the reply.

Mr. Chairman: You have given it 
jast now.

Shri Ajit Lall Du; No. I had
an idea that I will be able to give a 
separate representation.

Mr. Chairman: When the question 
Is asked by a member, he replies. Then 
afterwards if you have to add some* 
thing to it you can do so.

Shri Ajit Lall Das: I may contradict 
the answers given by another associa­
tion. How can I give you that ans­
wer unless I am asked for?

Mr, Chairman: At the end you can 
say. If you do not agree with him, 
you can say so and give your own 
solution.

Shri S. S. Kothari: Have you any 
Idea about the amount of business 
transacted by the Overseas Insurance 
Companies in India and how much of 
it is sent abroad by them?

Shri Ajit Lal| Das: I cannot give 
you the exact figure. Now 50 per 
cent of the profit is being sent abroad.

Shri K. P. Subramania Menon: Apart 
from this, do you think that any extra 
provision is necessary to control the 
eperation of foreign insurance com­
panies in India?

Shri Ajoy Das Gupta: The Indian 
Insurance Year Book gives the figure. 
The latest book, 1967 Year Book, is 
available. In that year book page (i); 
Table 14 gives you the figure fcnd 
percentage (Bs 20 lakhs—24.8 per 
c*nt).

Shri K. P Subramania Menon:. Do
you think any specific provisions are 
necessary with regard to foreign in­
surance companies?

Shri Ajoy Das Gupta: The foreign 
Insurance companies are allowed to

send out 0 per cent of their gross 
permium income. We think it should 
be stopped v

Shri K. P. Subramania Menon: Do
you think it is desirable to stop these 
remittances?

Shri Ajoy Das Gupta: We think it 
is fully justified that the remittance 
should be stopped. These foreign 
insurance companies and their 
operations are closely connected with 
our export scandal of under-invoic* 
ing and over-invoicing. One insu* 
ranee company owns a shipping line 
and that way they manipulate the 
things. Apart from the question of 
profit, they are endangering a vital 
sector of our economy.

Shri S. S. Kothari: Do you think 
something can be put in this Bill to 
stop these overseas remittances?

Shri Ajoy Das Gupta: It can de 
done.

Mr. Chairman: Can you give a sup­
plementary note?

Shri Ajoy Das Gapta: We will
supply a note.

Mr. Chairman; What are your 
views in this matter?

Shri Ajit Lall Das: Hon’ble Chair­
man, really speaking I have got an 
head-ache about all these things. I 
am only* here to safeguard the inte­
rests of the employees. I believe if 
too much restrictions are put on these 
foreign insurance companies they will 
withdraw their business from India. 
If so much restriction is put on them, 
what is the security of our service? 
We have 1500 members in our Asso­
ciation and they will all be affected.

Mr. Chairman: You do not wfcnt
any restriction?

Shri Ajit Lall Das: I have got many 
things to say*.

Mr. Chairman: You do not want any 
restriction on the foreign insuranc  ̂
companies to . send their profits oi 
some amount of premium outsidi 
India? '
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fifcri Ajftt L all Dm : No> we want
the status quo to be maintained. Under 
the Insurance Act there is a percent* 
age and not more than that from tha 
fchremium income they will be able to 
•end.

M r. Chairman: Have you got any 
other point?

Shri A jtt L all Das: I do not wlant 
Is add much to what is given in our 
memorandum, I have already submit­
ted 30 copies of my memorandum to 
you and in that particular memoran­
dum w# have raised only 4 or 5 points, 
I am only interested in the security 
of service of the employees. I am 
Ajit Lall Das, Chairman of this orga­
nization, a simple worker of the in­
dustry. In the year 1956 we gave a 
memorandum to the Finance Depart­
ment so that our insurance industry 
also can be included in the Bonus Act. 
Now I find that it is now being in­
cluded in the Bonus Act. There are 
some questions which suggest that 
some sort of checking must be there as 
regards the outstanding claims be­
cause it would not be difficult for the 
management to provide more than 
sufficient amount for the oustanding 
claims for a particular year. As far 
as reserve is concerned we would sug­
gest that the Insurers should remain 
Within the limit of statutory percent­
ages, unless it is otherwise asked by 
the Controller fbr the betterment of 
the Company. This would prevent 
the Company from transferring un­
necessarily an exorbitant amount to 
Reserve Fund in order to reduce the 
profit to evade the equitable payment 
ef Bonus to employees. Therefore, 
We would request you to leave the 
Section 40C inoperative so far pay­
ment of Bonus is concerned. Other­
wise, the objective to amend tha 
Bonus Act would be defeated. Insur­
ance industry is governed by section 
40C in regard to limitation of expen­
ses. The Bonus is paid in our in­
dustry at the end of the year. Dur­
ing the year if the management sees 
fltat they are below the limit and they 
can spend on some of their whimsical

projects, at the time of bonus they 
will only be saying 4we are governed 
by the Insurance Act; though that# 
is available surplus, we still are not 
able to give you bonus because we 
are governed by 40C. When we go 
to a Tribunal or anywhere, we are 
told that it does not come under the 
purview of the Industrial Dispute* 
Act. The management says we have 
the desire to give you but the Con­
troller of Insurance says that this 
quantum of bonus is not justified. So 
we fervently request you to leave 
this section 40C inoperative so far as 
payment of bonus is concerned.

My friend has already clarified 
other points. A memorandum has 
also been submitted to the Committee. 
I don't want to repeat those points. 
But one point has been exercising us* 
The Calcutta Claims Bureau is a mem­
ber of our Association. Section 64 
UM (1) says: The Controller shall, 
after consultation with the Advisory 
Committee, prepare and maintain a 
list of persons who are approved by 
him to function as surveyors and loss 
assessors (hereinafter referred to as 
approved surveyors or loss assessors) 
and shall publish the list of approved 
surveyors and loss assessors, as on the 
1st day of January of each year, in 
the official Gazette. We are really 
worried what would be the position 
of 150 members working in this 
Bureau and other houses in India 
when they are not brought under the 
purview of this Act. It will be ap­
preciated therefore that whilst the 
Member Insurance Companies issue 
Policies covering Workmen against 
Workmen’s Compensation Act, the 
Bureau settles workmen’s Compensa­
tion claims arising there under on 
their behalf and thereby the Bureau 
ensures the fulfilment of the Policy 
conditions. The Claims Bureau art 
the settling agents. We suggest for 
the insertion of a sub-section number­
ed 64 UM (10) for the recognition of 
the services of the empcvyee® of these 
houses. How it should be included If 
a matter to be decided by you. We 
request that a single line added hens
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will save hundreds of people work­
ing in these houses.

Now I will come on Clause 1 6 - 
Section 34B(3) which says: The deci­
sion of the Central Government on 
such appeal and subject thereto, the 
order made by the Controller under 
sub-section (1) shall be final and 
shall not be called into question in 
any court. We feel that this sub-sec­
tion should be deleted. It is difficult to 
understand why the aggrieved person 
should have no opportunity to appeal 
before a Court of Law. We don’t 
understand why the Controller should 
have this supreme power when we 
are living in a democratic and socia­
listic pattern of State. We feel that 
the aggrieved person should have the 
right of appeal and this clause should 
be deleted.

Shri A. L. Das: The decision of the 
Central Government on such appeals 
and subject thereto orders made by 
the Controller under sub-section 1) 
shall be final and shall not be called 
into question in any court. So it is 
difficult to understand why the ag­
grieved person should not be able to 
go to court.

Shri K. Suryanarayana: 1 want to 
ask the drafting people this question. 
Our Constitution provides in Article 
14 the fundamental right of equality 
before law. Nothing can stop this 
right of going in writ petition. How 
can we prevent this? This 34(B)
(3) (b) negates the fundamental 
rights guaranteed in the Constitution.

(Shri George Fernandes: I thought 
we are examining the writnesses, not 
discussing among ourselves.

Shri K. Suryanarayana: Before I
go to the witnesses, I am wanting to 
know the extent position from the offi­
cials. How can they take such wide 
powers in this Bill? I want clarifica­
tion first, as to how they have drafted 
like this. Anyway, I would inform 
the witnesses that we will consider 
this section again. In a business 
institution, the Directors, the share­

holders and the employees should 
jointly work for furthering the busi­
ness. Here, the right to remove the 
Directors has been given to the Con­
troller and not the right to remove 
the employees. Unless the directors 
and others are properly managing, it 
is not going well. Society should be 
run in a proper way. The Controller 
has also been given the powers to 
remove the Directors when there is a 
malpractice. There should not be 
any fear even to the workers by the 
powers given to the Controller.

Shri Saroj Chaudhuri: The emp­
loyees have practically no voice so 
far. They only carry out the instruc­
tions that are given to them. Now, 
we certainly want that for each sec* 
tion of the employees there should be 
proper scope for appeals and all that. 
Our submission is that this provision 
would introduce an element of duality 
and that would certainly hamper*. 
Therefore, we said that.
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Shri Ajoy Das Gupta: We havt al­
ready stated without nationalisation 
problems cannot be solved.

Shri Saroj Chaudhuri: As far as 
we are concerned, the whole point ia 
this: there is no provision anywhere 
in the Bill for associating the workers 
with the conduct and management of 
the organization. We would very 
much like to have it. And we feel 
that if the workers are given their 
due share in the formulation of poli­
cies, then certainly the industry can 
be put on better lines.

Shri N. K* Semani: I have one 
point for your consideration. Mr. 
Ramamurti, with his sagacity and 
characteristic skill, has obtained per-
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mission from you, Mr. Chairman, to 
%Uow these gentlemen to submit a 
^confidential sheet of allegations and 
malpractices. Now, it is very easy to 
do that. But the next set of witnes­
ses may also like to make wild alle­
gations, unsubstantiated, against the 
'Controller’s office or against the trade 
unions. Are you also going to allow 
them to do that? I am wanting a 
ruling from the chair on this point.
_ Mr. Chairman: They have made 
certain allegations in their memoran­
dum itself. He wanted some exam- 
-ples of that.

Shri N. K. Somani: What I am 
saying is that another set of witnes­
ses may also like to do so. What is 
going to be your position in that caseT 
I want a clear ruling on this point.

Mr. Chairman: Whatever they sub­
mit will be circulated to you. The 
matter will be discussed by us in the 
absence of witnesses, in the commit­
tee, and disposed of.

Shri N. K. Somani: You have re­
commended that the discretion with 
the insurance companies management 
in regard to the investment policy 
should be restricted to only 10 per 
cent of the investible funds. Now, 
generally this is found to be detrimen­
tal to the profits of the company. I 
suppose you know about the Unit 
Trust which is a Government body 
which makes investment in Govern­
ment securities as well as stocks from 
4he market. What is the purpose of 
this? I don’t understand. Would you 
like to clarify?

Shri Ajoy Das Gupta: We have
-already submitted on this point that, 
firstly, this is the social objective 
which is to be achieved. The social 
objective is the development of our 
economy. Naturally it cannot be 
guided solely by the consideration of 
profits. Secondly, these funds are not 
•the capital of the company. These are 
statutory funds. The reserves are 
kept for unexpired risks or some­
thin* like that In that way, the 
•employees want that these Invest­
ments are in the Government securi­

ties and absolute’y safe. We have al­
ready pointed out that there are 00m# 
investments already there, which are 
not just safe. So our point of view 
is that let even the profit margin be 
less but there should be more security. 
And that is the social objective of this 
Bill. Most of the funds should be 
placed at the disposal of the Govern­
ment

Shri N. K. Somani: The share­
holders should have no say in this? 
Only the employees are concerned 
with the growth of the company?

Shri Ajoy Das Gupta: We employ- 
yees, have placed our point of view. 
The shareholders w ill came and they 
v. H  place thei- point of view before 
you.

Shri N. K. Somani: What I atm
trying to understand is whether the 
employees’ viewpoint would not do 
something which is against the growth 
of the company itself?

Shri Ajoy Das Gupta: We do not
see it will hamper the growth of the 
company. Growth of a company in 
the case of an insurance company 
means expansion of business and that 
expansion will not be impeded by in­
vestments in Government securities. 
Before nationalisation Oriental Gov­
ernment Security Insurance Company 
was the biggest life insurance comany 
in our country. Its investable funds 
were invested in Government securi­
ties and yet it was the biggest 
company.

Shri N. K. Somani: This is a strange 
anology.

Shri George Fernandes: You re­
member that in 1963 the present De­
puty Prime Minister and then Finance 
Minister, Mr. Morarji Desai, had said 
that if the general insurance compa­
nies continued with their misbeha­
viour it would be necessary to con­
sider nationalising them. As employees 
of the general insurance companies or 
as trade unionists associated with the 
employees of the general insurance 
companies is it your experience that 

I the misbehaviour of the companies
I continue as it was in IMS and 1964.
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_ Shri Ajoy I>aa Gupta; That we 
tiave already stated. Yes.

.. Shri George Fernandes: Now you
iiave said there was a special commit­
tee which was set-up by the general 
Insurers soon after the Congress Work­
ing Committee Resolution on nationa­
lisation of general insurance. This 
committee was very active for a 
month or so. Is this special commit­
tee still active?

Shri Ajoy Das Gupta: Yes.

Shri George Fernandes: As trade
unionists you are aware that the 
Oriental Insurance Company is a 
Party to this Committee which is 
campaigning against nationalisation 
of general insurance.

Shri Ajoy Das Gupta: As far as
my information goes it is not a party 
to it but I am not sure.

Shri George Fernandes: We have
among the general insurance com­
panies the cooperative insurance com­
panies, mutual benefit or some other 
sort of companies. Would you like to 
make any distinction—in so far as the 
social control is concerned—in regard 
to these three companies or would 
you like the same rules to be applied..

Shri Ajoy Das Gupta: We do not 
want any distinction.

Shri George Fernandes: Is it neces­
sary at the moment for the general 
insurance companies to secure the 
permission of the Government befor© 
making payment of bonus?

Shri Ajoy Das Gapta: Yes.

Shri George Fernandes: And with 
the amendment now coming in it will 
be open to the company without get­
ting the pemission of the Govern­
ment • • • ;.

Shri Ajoy Da# Gapta: Yes.

Shri George Fernandes: In other
words the amendment is a retrograde 
one in so far as where there was cer­
tain amount of governmental control 
on payment of special remuneration 
now without the governmental 
permission it will be open to these 
companies.. . .

Shri Ajoy Das Gupta: Yes.

Shri George Fernandes: You
mentioned about the power of the 
Controller where removal of these 
various executives is concerned and 
you suggested that this entire clause 
should be deleted. Well I am afraid, 
you do not know the views expressed 
by the Indian Chamber of Commerce. 
Indian Chamber of Commerce says 
while it does not approve of this 
clause it would, nevertheless, not mind 
if this clause were extended to the 
top managerial staff including the 
Managing Director, the Principal Offi­
cer or the Chief Executive by What­
ever name called and not extend 
to other persons. In view of what the 
Chamber of Commerce has said would 
you like to modify your views and 
say that you do not mind if the Con­
troller exercise control over the top 
management people and not over the 
employees.

Shri A. L. Das: I do not accept
those contentions. I do not know why 
the management has accepted the 
removal of the Managing Director and 
other officers.

Shri George Fernandes: May I ex­
plain why they accepted? They say: 
“The clause should, therefore, be so 
amended that its operation be confin­
ed to actions taken in public interest 
Or for preventing the affairs of an 
insurer being conducted in a manner 
detrimental to the interest of the 
policy holders. Further the power
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should only be oonflaed to removal 
from office the Managing Director, 
Principal Officer or the Chief Execu­
tive by whatever name called and 
hot extend to other employees".

Shri A. L. Das: I do not know exact­
ly what is  the interpretation of that 
wording but still I am not able to 
understand why the management has 
given such a memorandum where they 
have included the Director and other 
officers but excluded the employees. 
But now I apprehend they want the 
power in the case of the employees 
to be retained in their hands. They 
do not want that these employees 
may be able to go to the Controller.

Shri George Fernaadee: He does
not get the power in his hand. As 
far as the employees are concerned 
the Industrial Disputes Act will con­
tinue to apply.

My question is in view of this opi­
nion expressed by the Indian Cham­
ber Commerce would you like to 
modify your views and say if the 
Controller of Insurance desires to 
exercise control on the policy makers 
of the company or top management 
that you are not bothered about it 
and so far aa employees are concern­
ed that you do not want that

Shri A. L. Daa: Yes.

Shri R. P. Snbram aala Menon: I
would like to know whether in the 
Advisory Committee proposed to be 
constituted under this new provision 
section 64 (u) (k) would you like to 
have a representative included In that 
Advisory Committee?

Shri A. L. Das: Yes

Shri K. P . finbramanla m u m b ;
Thank you.

Dr. Antani: In your memorandum 
you have said that sympathetic consi­

deration w ill help to restore the con­
fidence of employees of the comp­
anies which had been shaken on the 
presentation of the Bill. May I ask 
you that assuming that there was 
nationalisation don’t you think your 
interest would be more safeguarded 
by this Bill than they would have 
been under the socialisation scheme?

Apart from the question of appeal, 
do you not think that your interests 
will be more safeguarded under this 
Act than they would have been 
under nationalisation?

S h ri A. L. Das: There are many 
questions conected with full nationali­
sation. But if it is fully nationalised, 
we believe our interest* will be more 
safeguarded.

Mr. Chairman: Thank you for your 
co-operation.

The witnesses then withdrew

IV The Vulcan Insurance Co. Ltd.
{Staff Union) Bombay:

Spokesmen: Shri P. B. Deshmukh 
—̂ President

Shri M. Shukla—General Secre­
tary.

Shri V. A. K. Kosgaokar—Joint 
General Secretary.

Shri K. S. Dige—Treasurer.

Shri Sn ryanarayaaa: Do you rep­
resent only the Vulcan's staff or do 
you represent the general insurance 
employees in the country as a  whole.

Shri Deshmukh; We represent the 
Vulcan's staff union. But we are also 
members of the all-India association.

I have read the objectives of the 
proposed amendment. I have some 
suggestions to make. Premium rates 
should be fair, there should be secu­
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rity to policyholders, insurance com­
panies should not be owned by indi­
viduals and their funds should not be 
utilised for the private ends; the 
industry should function on sound and 
healthy lines and should be devoid 
of malpractices.

We had the Insurance Act in 1930, 
it was amended in 1950 and 1957. We 
have seen that the Act is honoured 
more in breach than in observance. 
We made a search to find out what 
should be the reasons behind this non­
observance. It was observed that 
there are certain private interests 
who have rushed to this industry to 
make much out of it; otherwise, they 
would not have been attracted to it. 
In the earlier stages, almost all the 
insurance companies started as 
brokers. I shall go into the question 
whether the objectives I have out­
lined can be achieved by a further 
amendment of the Act or there should 
be nationalisation.

Mr* Chairman; Nationalisation is 
out of the question here.

Star! Perth mukh: Premium rates
should be fair. They are already fair. 
Not only that. There are a number 
of malpractices in rebates by which 
reduction in premia is obtained. So 
far as the security deposit holders 
are concerned, what is required is a 
probe into the financial working of 
the industry, whether the position as 
reflected in the returns submitted to 
the Controller really reflects the true 
picture. I may say that the return is 
nothing but a document certified by 
some auditors and directors which 
goes into the files of the Controller, 
and there the matter ends. We emp­
loyees simply feel pity that despite 
several malpractices going, despite 
everybody knowing that the law is 
not observed, nobody is taking any 
action about it . Who will be there to 
render a correct account of the finan­
cial position of a company.

Shri B. S. Sharma: You have des­
cribed the conditions in your memo­
randum. You have blamed everybody. 
What are your concrete suggestions in 
terms of the present Bill to improve 
.the state of affairs?

Shri Deshmokh: I have seen that 
very wide powers are given to the 
Controller. We really wish that they 
should be exercised. But in case the 
Controller's orders are not complied 
with in case, the Controller finds that 
there is something wrong with the 
company, which does not set its house 
in order, what will be the effect? We 
do not find any sincere or serious 
effort made to rectify the situation.

My suggestion is that in each com* 
pany there should be a government 
representative conversant with the 
insurance line and its day to day 
working, who should know now the 
revenue accounts are compiled, how 
losses are tackled—because there are 
avenues through which mony flows; 
one side is the premium income side 
and the other is the losses side—who 
must keep an eye on the administra­
tive functioning and also on the deve­
lopment side. He must correct wrongs 
on the administrative side and also 
stop the rebates system by which 
revenue is taken aw#ay. Not that 
there should be only periodical ins­
pection. But there should be a special 
officer with each company.

Shri Mrkyunjay Prasad: What
check would you put on that govern­
ment officer?

Shri Deshmukh: I have a sugges­
tion. It should be a team consisting, 
of one of the elected representatives 
of the employees, the government 
officer concerned and a representative 
of the management. They will have 
periodical meetings to go into these 
matters and rectify wrongs.

Shri Mrityunjay Prasad: Have you 
not got examples where certain elect* 
ed representatives of employees have 
been found to be acting not exactly 
as they were expected to?
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Shri Deshmukh: A dirty linen can- 

jiot be cleaned by one washing, but 
by a number of them. The emplo­
yees will guard their interests. They 
would not like to be unemployed by 
the cancellation of the licence.

Shri Mrityunjay Prasad: Why not
aay that the employees should have a 
hand in management?

Shri Deshmukh: That will involve 
amendment of several laws, company 
law and others. Otherwise, I had a 
mind to suggest a representative on 
the board of directors also. But there 
would be questions of qualification etc. 
Since Government are interesting in 
cleansing this industry, it would not 
be costly for Government to put in 
their own officer in each company at 
the cost of the company. As emplo­
yees, we have to be very careful 
about our security of employment

Whenever it is thought necessary to 
•cancel a licence or the company 
should be closed or amalgamated and 
taken into voluntary liquidation, pro­
vision should be made for absorption 
o f the employees in some other unit.

Shri Mrityunjay Prasad: If no other 
unit is willing, would you suggest 
compulsion? Or some other method?

Shri Deshmukh: All companies
found to be defective necessitating 
cancellation of licence should be 
formed into a general insurance cor­
poration on the lines of LIC.

Shri Mritynnjay Prasad: But there 
is no such corporation. LIC has a 
general department or a subsidiary 
l>ut there is no general insurance cor­
poration to which you can send these 
people.

Shri Deshmukh: To avoid unem­
ployment, these people should be pro­
vided for. There should be no unem­
ployment because the poor employees 
are absolutely Innocent of the faults 
of the company resulting in its clo­
ture. They are innocent of the gins 
<of the employers.

Shri Mritynnjay Prasad; They xoajr 
be innocent of the sins of commission 
and omission but they may also be in­
nocent of the working of these offices. 
They may hav^to be kept as sine­
cures.

Shri Deshmukh: If the employees
are given a voice in the administra­
tion, things would definitely improve 
and these unhealth trends would be 
checked. But n o w  they have no 
voice. Now fo • the faults of some 
interested persons, they have to suffer. 
So pressure should be brought on the 
bigger company in which these units 
are merged to absorb the employees, 
because the business and the funds of 
the companies go into the hands of 
the bigger company.

Shri Mrityunjay Prasad: The com­
pany has to be amalgamated because 
it is not working properly. For its 
faulty working, there may be many 
reasons, the principal one of which 
may be bad management. The
management might have had its own 
men as officers and workmen on fancy 
salaries. Forget the officers. The 
workmen are to be acoepted by the 
transferee company according to the 
present amendment. If they have to 
be absorbed into the bigger company 
on the same high salaries they were 
drawing in the merged company, 
salaries which are not paid by the 
transferee company for comparable 
work or responsibility, will it not 
create heartburning to a large num­
ber of employees of the transferee 
company? How are we to get over 
this difficulty? I want your sugges­
tion because I do not know if there 
is any such case. I am Just pulling a 
case which might be there, and all of 
us know—you will also agree, I 
hope—that we have had several such 
examples then the LIC came into 
being.

Shri Deshmukh: At that time, the 
LIC did a very good thing. The ap­
pointments of all these big shots and 
high-salaried people were fully probed 
into, and it was found out what would 
be the utility of these appointments.



These people were offered simple 
terms, in line with the other emplo­
yees. Now, I divide them into 
genuine and non-genuine employees. 
The genuine employees were fully ab­
sorbed by the LIC. The genuine em­
ployees form a very little burden as 
compared to the big burden cast by 
the high-salaried people.

Shri Mrityunjay Prasad: Did the
LIC refuse to take in anybody? If 
they did not refuse, where is the ques­
tion of d’stinction between genuine 
and non-genuin employees? If every­
body was taken up, where is the dis­
tinction?

Shri Dcrhmnkh: Some units be­
came uneconomic from the point of 
view of running them, because of the 
top-salaried people for whom some 
way had to be found out. It was 
also suggested that they should re­
move the uneconomic elements and 
see that the economic elements alone 
were retained and it should be seen 
how they functioned. The present 
head-ache is of the same type in 
general insurance. Whenever any 
amalgamation takes place, the busi­
ness goes to the absorbing company 
and that company can easily afford 
to take the working class.

Shri Mrityunjay Prasad: The busi­
ness goes for how long? In life In­
surance, it is expected to go for the 
rest of the term. In general insur­
ance, the maximum is only for a few 
months. The policy is only for one 
year. Wherever it is amalgamated, 
even a one month, old policy lasts 
only for 11 months. The business 
lasts only for a few months; not more 
than one year. AH that you can say 
is that the business connection is 
there; the transferee company gets 
access or gets the approach to the 
policy-holders and to get a renewal.

Shri Deshmukh: During the last
20 years, the business of every com­
pany is on the increase. It would 
also appear that In some parts, or in 
subsidiary business, the LIC absorbed

some general insurance companies like 
the Oriental and Jupiter. But 
almost all the companies’ business is 
going up, and it is for 12 months* 
contract. It is not that after 12 months, 
the business goes to some others. This 
can be totally stopped by bringing an 
amendment in the Insurance Bill that 
if certain business is on the books of 
a particular company, it cannot go to 
any other company unless it can be 
said that it is an insolvent company.

Shri Mrityunjay Prasad: In that
case, you are suggesting that the 
policy-holders need not have any say 
in the matter. Once he goes to com­
pany A and stays there for one year 
and he must go to company B which 
amalgamates A and then follow to 
company C with which both A and 
B are amalgamated what is the posi­
tion? Should the policy-holder have 
no freedom of choice?

Shri Deshmukh: So far as the
policy-holders are concerned, they 
see only to to their own security. The 
policy-holder will look to the pre­
mium rate and see whether it is uni­
form, and thus he will endeavour to 
see whether it is secure or not. That 
is the only concern, and this, as I 
suggested, would automatically stop 
the rebate system. If it is amended 
to this effect, namely, a certain busi­
ness on the books of a company shall 
not go to the books of any other 
company, it will be good. In that 
case, every company will have secu­
rity of its business on the books, un­
less it does something whereby the 
policy-holder’s interest is prejudiced,

Shri Mrityunjay Prasad: At one
place, you get the policy within 15 
days and at another place, after six 
months. While the claims are 
promptly settled at one place, at 
another place, they are not promptly 
settled. I am not talking of rebate at 
all now. Moreover what about the 
man behind the policy, who brings in 
the party, the agent? The agent him­
self gives certain services. He ex­
plains the things properly. He seei



to the interests o f the policy-holder, 
and another agent may not explain 
things in the some way. He may ex­
plain them differently. Thus, the 
freedom of the policy-holder is taken 
a way.

Shri Deshmukh: The agent’s in­
terest can be protected wherever 
necessary.

Shri Mrttunjay Prasad: There is
ho such thing in the Bill.

Shri P. Ramam urti: You have said 
in your memorandum that big busi- 
ness-houses are holding control over 
most of these general insurance com­
panies. This Bill provides for a cer­
tain amount of diversion of the share­
holdings. It provides that no parti­
cular individual can have with him 
more than 10 per cent of the total 
shareholding of an insurance com­
pany. It also restricts the voting 
rights to five per cent of the total 
shareholdings. Do you think that this 
sort of precaution is enough, or, do 
you want any further restriction In 
order to see that these big business- 
houses do not control the insurance 
companies?

Shri Deshmnkh: To a certain ex­
tent, this restriction w°uld bring in a 
check, becausei presently, some block 
shareholders have their entire s&y afl 
to the policy of the insurance com­
pany. It also decides the fate of the 
funds of the company. So far as the 
investments are concerned, there 
should be some provision or some 
safeguard on the Government side so 
as to see that at the time of the an­
nual general meeting, the voting 
rights are properly used: whether
they are in the interests of the indus­
try, of the policy-holders and all con­
cerned. Otherwise, I have seen In 
meetings—I have myself some ex­
perience in my company—many things 
happening. I have managed somehow 
to put in my five shareholders and to 
bring an end to this 15 minutes an­
nual general meeting. I was told that 
one <xf the big shot? had got 18,000 
shares and I had only five shares, and

*■ ’
so I could not do anything. I said 
that such matters should be discussed 
there, as to what is good and what is 
not good, so that everything can be 
gleaned by all concerned. Over and 
above this control of having certain 
percentage, 1 should say that there 
should be some Government control 
to see bow these block shareholders 
are exercising their rights, whether it 
is in fairness to the industry or not. 
In that case, the Government should 
have full authority to give them 
guidelines in the administration of 
the unit.

Shri P. Ramamurti: It has been 
provided in this amendment that the 
Controller of Insurance can send his 
observer to every meeting of th* 
Board of Directors. He can even 
permanently send his observers to 
•it in the office of the insurance com­
pany. Your question is whether it 
is implemented in practice. We can 
only provide for certain things. If 
they are not implemented, what can 
we do?

Shri HfihmnWi: In the present 
state of affair* in spite of full power 
being vested in the Controller of In­
surance for regulating particular 
units, the investment policy, under­
writing policy, way of working, in. 
fact everything is decided by the 
companies.

Shri p. Ramamurti: You want to 
scrap the Managing Agents, Managing 
Director, Executive Committee, every* 
thing and Government should appoint 
an executive committee.

Shri Deshmnkh: That is exactly 
what I mean to say.

Shri P. Ramamurti: In other words 
you want the Board of Directors to 
be a nominal body which has no po­
wer.

Shri Deshmukh: if you And it wor­
thwhile, you may accept that posi­
tion.

44
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Shri G. R. Pkttl! Are the provi­

sions made isv the amending Bill 
sufficient to check the malpractice* 
that are prevailing in the this indus­
try?

Shri Deshmukh; If the enforce­
ment of the various provisions is 
made strict under the vigilance of 
several agencies, including the agon- 
cy of the employees, the position will 
improve. Otherwise, simple inspec­
tion will not improve matters.

Shri G. R. Patil: Do you mean to 
say that under the present Act the 
Controller of Insurance is not com­
petent to control the industry effec­
tively?

Shri Deshmukh: No, I have never 
•odd that he iB not competent.

Shri G. R. Patil: But he is not im­
plementing the provisions under the 
present Insurance Act?

Shri Deshmukh: I would say that 
the present position is that even un­
der the 1938 Act to implement the 
various provisions of that Act, the 
the Controller of Insurance sitting 
at Simla would require a big machi­
nery and the co-operation of all. The 
co-operation of employees is very 
essential in this respect. We feel 
that this industry has a big role to 
play in our economy and that is why 
we felt it our duty to come all the 
way here from Bombay to place our 
views before the Committee on how 
to improve the functioning of this in­
dustry. Much is said about the code 
of conduct. In 1950, 1956 and in later 
years widte powers have been given 
to the Controller of Insurance under 
the various amending Acts. There 
are adequate provisions in the Ins­
urance Act now. It even provides for 
imprisonment up to three years. 
Yet, as I have mentioned in my me­
morandum, the industry has not 
worked well. Why? Because, the sta­
tutory bodies like the Insurance As­
sociation of India, General Insurance 
Committee and Executive Committee 
are composed of people who are ma­
naging the industry. I have asked 
many a time the Management and

the Board of Directors of my compa­
ny why he is appointing so many of 
their relatione as dummy officers with 
fat salaries when they are not doing 
any work. We want to see that the 
industry flourishes and our profits 
go up so that it will be not Rs. S
crores buit much more. When we
saw the picture of our balance sheet 
we were shocked to find that it shows 
a profit of Rs. 2,65,000. I asked them 
a simple question about the return 
on reserves.

We have come before you to place 
our case because our efforts to rectify 
the position at the level of the Con* 
troller of Insurance have not proved 
successful. We sent a cable to the 
Controller of Insurance in 1966 and 
again in 1968 about the inflated man* 
agement expenses which is used 
against us. Nothing was done; no­
body heard our plea. These amend­
ments will only increase the size of 
the statute book; they will simply 
remain in the rack.

This industry is the backbone of 
our country. If the backbone is 
broken, the whole thing breaks. Yet, 
nothing is done to improve the work­
ing of the industry. We in our com­
pany have been pleading with the 
management to provide the emplo­
yees with housing. We tell them: 
please deduct it from our provident 
fund, or give us loans and charge in­
terest, but give us some houses by 
investing your money rather than 
buying shares of small private com­
panies. But who ig there to hear our 
pleas?

The Controller of Insurance with 
his present organisation cannot con­
trol the industry. Let me go further 
and say that the management is be­
coming bigger and bigger. All the 
brothers and sisters and even friends 
of the management are given big posts 
in the company. They simply sign 
their names and draw fat salaries 
from the company without doing any 
tangible work. In that way the ex* 
penses of the company go up and up 
and profits become lew and less. The 
name of the company also goes down*
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Tou introduce *o many amending 

legislation, saying that one month 
after the commencement of the Act 
something will be done. The man­
agement is alert They dash to Delhi 
and before the Act comes into opera­
tion do whatever they want to do, * 
appoint all their relations in big posts 
so that it will be a fait accompli by 
the time the Act comes into opera­
tion. I have requested the Chairman 
and the Board of Directors of my 
company several times that this 
should be put a stop to and that the 
balancesheet should give a correct 
picture of the industry.

Shri George Fernandes: You have
submitted a very interesting memo­
randum giving your wide experience 
in this field over a number of years. 
On page 3 of your memorandum you 
have stated:

“This is what I have once per­
sonally experienced in the case 
one general insurance company, 
not a small company, a company 
of nearly 50 years standing 
where such tremendous irregula­
rities are unabatedly continued

- for several years and who 
. amongst many others have taken

pride in circumventing the provi-
- sions of the insurance law at ali 

stages/'

Besides that you have given the ins­
tance of your own company. You have 
been speaking about it generally* You 
have also mentioned how the audit 
report and annual reports are mani­
pulated by big business who control 
the industry. Would it be possible 
for you to give a more specific re­
port, or a more specific memorandum 
bn this subject, giving instances by 
naming tRe companies, not necessarily 
the individuals, and the manner in 
which these irregularities are com­
mitted?

; Shri Deahmnkh: Oh, yes. What­
ever I have come to know about the 
manner in which the Board of Direc­
tors arc functioning in these matters, 
1 can give that information to the 
•ommittee.

Shri George Fernandes: i f  you
cite such instances, it will help th# 
Joint Committee to come to some 
right conclusions.

Shri Penh mqkh: I will not give
the names of the persons but 1 will 
say in what direction they are going*

Shri George Fernandes: From
your deposition here and the memo­
randum you have submitted it is clear 
that you would prefer nationalisation 
of general insurance and that in your 
view piece-meal legislation will really 
take us nowhere. In 1962 and later 
in 1963 and 1964 the present Deputy 
Prime Minister, who was then the 
Finance Minister, had made state­
ments in the Lok Sabha that if gene­
ral insurance companies 'do not be­
have themselves or improve their be­
haviour he would come forward with 
legislation to nationalise general in­
surance. Since you ~are in the insu­
rance field for over 28 years, you
were there in 1962 and 1963 when
Shri Desai gave that threat and you
are in that field even now. Since Shri
Desai held out that threat in 1962 of 
nationalising the industry, has there 
been any improvement in so far as 
malpractices and irregularities in the 
insurance industry are concerned, or 
has there been any deterioration or 
the situation ir  the >&me as it was 
then?

Shri Deshmukh: There has been
no improvement in the situation. Only 
new devices and methods are invent­
ed to circumvent the provisions of 
the Act. I will give an instance. 
After the last amendment, which abo­
lished the principal agency system and 
reduced the commission of the agent 
to 15 per cent I was wondering what 
is going to happen to those people 
who were till then getting handsome 
commission. The moment this legisla­
tion came into force, all those rela­
tives and friends of the management 
were appointed in the company in 
high positions with fat salaries and 
Other perquisites. Except drawing the 
salary they were not doing any work 
for the company. '
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Shri George F t fu a t e :  So you

say that while there is no deteriora­
tion there ig no improvement either. 
Now, there are some co-operative and 
mutual life insurance companies in 
the private sector. Would you like any 
changes to be made in so far as the 
control of these insurance companies 
is concerned or would' yoir like that 
whatever control we exercise through 
this Bill or through nationalisation 
to be uniformly applied in respect of 
all companies?

Shri Deshmnkh: So far as co­
operative and mutual insurance so­
cieties are concerned, if the person 
who is manning it is a technical ex­
pert and a person of integrity, there 
is no fear of any such malpractices 
taking place. But even in co-opera­
tive insurance societies we hear of 
such malpractices Decause some peo­
ple who manage it run it for their 
personal ends.

Shri George Fernandez: So, you
want the law to be uniformly applied 
to all insurance companies,

Shri Deahmnkh: Yes.

Shri George Fernandes: If we
succeed in nationalising insurance, it 
is very good for all of us. But, in the 
meanwhile, you have suggested that 
the Chief Executive Officer should 
be a government appointee. You 
know there is a Government of India 
labour policy about employee parti­
cipation in management. Supposing 
the present Bill, with whatever mo­
difications that are ultimately accept­
ed, also provides for an employee di­
rector elected by the employees 
would that not to that extent help 
the efficient working (flT the industry?

Shri Deshmnkh: I have been
pleading for that for- a long time. It 
will definitely serve the national in­
terest. It would help the government 
to relieve unemployment; it will help 
the government to absorb the un­
employed in this industry. There will

be very keen and vigilant watch om 
the working of the industry. The 
employees would not take a stand 
that merely because one employee ii 
there in the board of directors they 
should go on putting up demands. At 

-least, that would help the government 
to have a clearer picture of this in­
dustry which we now do not find 
even in the Insurance, Year Book.

Shri C. M. Kedaria: What steps
would you suggest to stop the pay­
ment of high commission to insurance 
agents?

Shri Deshmnkh: I said some time 
back that the commission paid to 
agents should not be completely tied 
to pro rata. Suppose as an agent T 
introduce business worth Rs. 20 lakhs, 
I should not be compared with am 
agent who brings two or three poli­
cies. When I canvass business, the 
merits of my business should be 
judged from the standpoint of re­
ward of remuneration. Because, there 
are some agents who bring business 
worth Rs. 2 lakhs and there will be 
claims amounting to Rs. S lakhs 
against that. So, the business should 
be judged whether it is economic and 
profit-yielding. At the end of the 
year a survey should be made as to 
whether a particular agency is yield­
ing any profit or loss. Since an agent 
is working throughout the twelve 
months of the year, the claims ratio 
for the entire period should be found 
out. There are a good many agents 
who bring first class business; they 
bring business worth Rs. 2 lakhs and 
at the end of the year they do not 
produce a single claim. On the other 
hand. there are agents who bring 
third clas$ business where the claims 
will be many times the amount of 
the premium. So, the agencies 
should be rated not from business 
bulk but from profit-yielding cspa- 
city. Just like bonus shares, bonus 
commission can be given to those 
agents from whose business Profit- 
yielding is more.
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Shri C. Bi EedafU: You state In 

your memorandum:
“ . . .they used to retain 

risks on the companies account 
to the utmost minimum, allowing 
a huge bulk of the insurance bu­
siness to flow to the foreign into- * 
fence companies under-writing 
insurance buslnes in our country 
and to foreign general reinsurance 
companies on the continent and 
in London and in America.*9

What steps do you propose to atop 
this?

Shri Deshmukh: At present we 
have got the Indian Reinsurance Cor­
poration. Still, we take 10 per cent 
and 90 per cent remain with the 
foreign companies. We retain very 
little margin in all the foreign trea­
ties with the result that much of our 
premium goes away. In place of it, 
What I would suggest is this. We 
have got over 100 companies in our 
country. There should be an agree­
ment between all the insurers to 
re-insure as much as possible tamongst 
themselves, just as Lloyds do it. In 
this way, we should be able to absorb 
the entire 90 per cent among the 
Indian companies. Whenever any 
business is to be distributed, the first 
preference should be given to Indian 
companies. Here, of course, politics 
nlso plays its part. Each one has got 
his own group of companies. They 
distribute between themselves and 
the rest instead of giving to our own 
companies, they pass on to foreign 
companies.

Shri C. M. Kedaria: Do you in­
clude in this insurance CCP also? 
They import goods under licence.

Shri Deshmukh: That is under ma­
rine general insurance. A number of 
Indian companies have burnt their 
finger on marine insurance because 
of the losses. It is a very risky un­
der-writing in which we have not 
been able to make level. Most of 
the companies have suffered huge 
losses on marine insurance. They are 
passing much of their business to 
foreign companies, At this stage at 
least it would not at all be advisabHi

for an Indian company to keep with 
it this risky insurance of marine. But 
a great portfolio, a bulk of insuranco 
premium, is formOd by the general 
insurance (mlacoUineoug and It* 
sections) which can very well be dis­
tributed by way of compulsion. The** 
should be compulsion on each insurer* 
and not left to his discretion, to off at 
re-insuranee to all the insurenoi 
companies in our country, and Only 
What remains should be given to the 
foreign insurance companies.

Dr. B. N. Antaai: You have sug­
gested the inclusion of employees9 re­
presentatives on the board of direc­
tors. Would it meet substantially 
your requirement if such representa­
tion is given on the proposed advi­
sory committee?

Shri Deshmukh: Yes, Sir. While I 
criticise my company, I am also very 
proud of my company because they 
know whether the employee’s advice 
will bc helpful to them or not in cer­
tain matters. What I have observed is 
that those who are conducting the 
affairs are not definitely technical ex­
perts in the general insurance busi­
ness, particularly in the claims sec­
tion which I am handling for several 
years. They have mutual talks, col­
laboration and exchange of views 
where they do find sometimes that 
my suggestions are helpful in bring­
ing down the loss ratio. Some time 
back I had talks in New Delhi also,
I want this to be given by this 
Amendment Bill so that whatever the 
employee possesses, knowledge or 
anything, can be helpful to the indus­
try as a guideline and even to the 
Controller. I have read that he is 
arranging some panel or service for 
officers. * P **

Mr. Chairman: Thank you, gen­
tlem en  for coming all th e  way from 
Bombay and helping us In our deli­
berations.

Shri Deshmukh: We thank you for 
giving us this opportunity.

(The uHtnesses then urithdr*!*)
(The Committee th*n adjourned)



MINUTES OF EVIDENCE GIVEN BEFORE THE JOINT COMMUTES ON 7KB
INSURANCE (AMENDMENT) B ILL , 1968

Saturday, the 26th October, 1968 at 10.00 hours. 
PRESENT 

Pandit D. N. Tiwary—Chairman.

M e m b e r s  

Lok Sabha

2. Shri K. Suryanarayana 
8. Shri George Fernandes
4. Shri Humayun Kabir
5. Shri Ramavatar Shastri
6. Shri C. M  Kedaria
7. Shri S. S. Kothari
8. Chowdhry Brahm Perkash
9. Shri Jagannath Pahadia

10. Shri Mrityunjay Prasad
11. Shri Ram Charan
12. Shri P. Ramamurti
13. Shri V. Narasimha Rao
14. Shri R. Dasaratha Rama Reddy
15. Shri Beni Shanker Sharma
16. Shri N. K. Somani
17. Shri Balgovind Verma
18. Shri Morarji R. Desai

Rajya Sabha

19. Shri M. P. Bhargava
20. Shri Jairamdas Daulatram
21. Shri Sherkhan
22. Shrimati Vidyawati Chaturvedi 
28. Chaudhary A. Mohammad
24. Dr. B. N. Antani
25. Shri K. Chandrasekharan
26. Shri Man Singh Varma
27. Shri K. P. Subramania Menon
28. Shri G. R. Patil

40
1991 (E) LS—4.



50
LaszsLATOB Counsel 

Shri 8. K. liaitra. Jt, Secretary and Legislative Counsel.

HMMiiNitxnw  or m  Ibmsnnr or Fdtancs (Dvahtmxnt or RBvunm ah*
, XMmm*Hcs)

1. Shri A. Rajagopalan, O.SJ). and Jamt Secretary.
2. Shri C. S. Anantapadmanabhan, Director (Insurance).
S. Dr. Raj K. Nigam, Deputy Secretary.

SXCRKTAHIAT

Shri M. C. Chawla—Deputy Secretary.

WrTNKSSKB ExamimM>
I. The insurance Surveyors and Loss Assessors Association, New Delhi.

Spokesmen:
(i) Shri R. K. Bhandari—President.
(ii) Shri V. N. Sarin—Vice-President.
(ill) Shri R. N. Sharma—Secretary.
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(iii) Shri R. Mahadev—Office Manager, Bombay.
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(iii) Shri R. M. Desai—Members.
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I. The Insurance Surveyors and Loss Assessors Association, New Delhi.
Spokesmen:

1. Shri R. K. Bhandari—President
2. Shri V. N. Sarin—Vice-President.
3. Shri R. N. Sharma—Secretary.
4. Shri J. D. Gulshan—Joint Secretary.
5. Shri S. C. Rosha—Joint Secretary.

(The witnesses were called in and they took their seats.)

Mr. Chairman: Mr. Bhandari, one 
thing should be borne in mind that 
whatever you say here or whatever 
you represent to us will became a 
public document. It may be made 
known to outsiders as well as to 
Members of Parliament. At any place 
if you have any objection or you 
want anything to be kept secret 
please indicate that in the course of 
the evidence. But, it will be known 
to Members of Parliament.

Shri Bhandart; Quite right, Sir.
Mr. Chairman: We have received 

your memorandum. Have you any­
thin else to add in addition to this? 
Or else the Members will put ques­
tions to you and you may please 
answer them, ' l £j

Shri R, If. Sharma: We have noth­
ing more to add to what we have 
already stated.

Shri Man Singh Varma: This is
regarding Section 64(7). The clause 
reads as follows:—

•If the Controller is satisfied 
that an approved Surveyor or 
Loss Assessor has been guilty of 
wilfully making a false statement 
knowing it to be false or of being

knowingly a party to the settle­
ment of claim in a fraudulent 
manner, he may, after giving such 
Surveyor or Loss Assessor an 
opportunity of being heard, re­
move his name from the list of 
approved Surveyors and Loss 
Assessors/’

3ft sriftFT t  ^
*rr t  fa r  t fk  tot

Shri Man Singh Varma: What is 
the difference? The Controller 
may remove his name after giving 
the Surveyor time and opportunity to 
be heard. It is already there. What 
more do you want? Please explain.

Shri R. N. Sharma: In regard to
Section 64(7) regarding thp Controller 
disqualifying a surveyor jfor making 
a false statement, we have no objec­
tion at all. The Controller, of course, 
will be both the prosecutor and the 
judge. We want that the surveyor 
should be given a chance. Within 90 
days he should appeal. My second 
submission is that the accused sius 
veyor should be heard by a Committee
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on which the Surveyors’ Association 
should be represented. One member of 
the Association should be there.

Shri Beni Shanker Sharma: I am
drawing your attention to page 1 of 
your memorandum at the bottom 
where in respect of Sec. 64 UM(2)
you have suggested that instead of 
Rs. 20,000) it should be Rs. 2,000. You 
want just to make it compulsory 
above Rs. 2,000. Would it not put diffi­
culties in the matter of settlement of 
clfcims? f

Shri R. N. Sharma: Regarding this 
livnit of Rs. 2,000, the Act provides 
that losses over Rs. 20,000 are to be 
surveyed by an approved surveyor. 
We feel that it should be reduced to 
Re. 2,000 because most of the claims 
or at least 80 or 90 per cent of the 
claims are below Rs. 20,000 and also 
to check the alleged malpractices and 
leave no scope for the claims to be 
manupulated.

Shri Morarji R. Desai: Why should 
it be surveyed at all? There is no 
dispute about it.

Shri R. N. Sharma: All the claims
are surveyed.

Shri Morarji R. Desai: I do not
think it is necessary.

Shri Beni Shanker Sharma: It is
neither necessary nor compulsory. If 
the insurer and the insured come to 
a settlement, why should the surve­
yors be brought in? Your services as 
experts are required only if they are 
wanted by the insurer and the insured. 
Why should you insist on coming in 
between the two if they do not want 
you.

Shri R. N. Sharma: How can the
insurer settle the claim unless he de­
putes some person?

Shri P. Ramamurti: I claim some­
thing and it is mutually settled with 
the eompany. Why should somebody 
else com? unless there is a dispute? 
If I do not agree, in that case it may 
be referred to a surveyer. Otherwise, 
why should the surveyors come at aW?

Shri R. N. Sharma: We suggest that
if the aim or the object of the Bill is 
to be achieved, the losses are to be 
surveyed by the approved surveyors.

Shri S. S. Kothari: 1 do not think it
is a practical proposition. I put In a 
claim for Rs. 10,000. How will the 
company know whether the claim is 
genuine or not?

Shri R. N. Sharma: The company
has its own people. '

Shri Beni Shanker Sharma: WouM 
you be satisfied if it is put in the 
enactment that if there is a dispute 
between the isurer and the Insured it 
should be referred to the surveyors; 
otherwise not?

Shri R. N. Sharma: 1 won’t.
Shri Mrityunjay Prasad: In the

same connection 1 would like firstly 
to know whether the surveyor can 
give opinon about the amount only 
and not about the claim. Am I cor­
rect i

Shri Gul&han: In the present stage
the surveyor is an investigator and 
also he investigates the claim, he 
assesses the losses fend submit# his 
report to the insurance company.

Shri Mrityunjay Prasad: In that ease
if there is a fraud in the claim itself, 
take for instance, a fire case where it 
is not a case of accidental Are but 
deliberate fire, then, in that case do 
you look into the geniuness of the 
claim also?

Shri Gulslian: Yes, Sir.
Shri Mrityunjay Prasad: Secondly, 

what is the cost of your service? Does 
it go by the amount or nature of the. 
claim?

Shri Gnlshan: We normally charge
according to the time spent on the 
job.

Shri Morarji R. Deeal: Would it 
have no relation to the policy? Sup­
posing the policy is for Rs. 20,000 and 
your charges are Rs. 90,000.

Shri GuUhan: No, sir.



Shri Morarji R. Demi: Then what 
can it be?

Shri Onlahan: If the losses are
Rs. 10,000 and we have spent 2 days 
on it, we will charge accordingly ifor
2 days.

Shri Morarji R. Desai: At what
rate?

Shri GuUhan: Normally Rs. 100 or 
Rs. 150 per day we charge.

Shri Morarji B. Desai: Whether the 
policy is for Rs. 20,000 or for R*. 2 
lakhs, that does not make any diffe­
rence.

Shri Golahan: No, Sir.
Shri Mritjunjajr Prasad: la that the 

general practice or does that depend 
upon mutual contracts betiween diffe­
rent companies and different sur­
veyors?

Shri Gutehaa: That is the general 
practice that all the losses are surveyed 
by the surveyors.

Shri Mrttynnjay Prasad: I am asking 
about the charges.

Shri Golshan: This is the general ,
practice throughout India. We charge 
throughout India on the normal basis.

Shri Mrttynnjay Praaad: What is the 
normal basis?

Shri GHdshaa: Daily basis Phis ex­
penses.

Shri BalgOTiad Verma: You assess 
the losses and is that tssesament bind­
ing on the insurance company?

Shri Gulahan: We recommend our 
to the Insurance companies 

and it is In their discretion to accept 
it

Shri Baal f 1**11*  ShnBM: If the
Insurance companies want an uses- 
sor, you come in; if they don't want, 
there lg no neceMity for you to come 
in.
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Shri Sh&rma: We arc in a hurry to 
finish the work and go back to our 
headquarters. We want to finish the 
work as quickly as possible.

Shri M. P. Bhargava: Will you tell 
me whether the daily charges vary 
from surveyor to surveyor, as is the 
case in respect of lawyers or it is uni­
formly same?

Shri Sluraia: 1 think it changes 
from surveyor to surveyor, depending 
cm his experience.

Shri M. P. Bhargava:... and repu­
tation.

Shri Daaarathamma Reddy: Do yeu
have any list showing the charges 
for each surveyor?

Shri Sharma: The Insurance comp­
anies, whenever they want our ser­
vice#, ask us to send them a schedule. 
Then they assign the Job to the sur­
veyor.

Shri Georg* Fenuata: How many 
surveyors are there la th* oe«atry?
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Shri Sharma: Their number would 

be 300 to 400.
Shri George Ftnundts: Do *hey

have to get any licence?
Shri 8ktrat; No.
Shri George Fernandes: What are

the special qualifications of a survey­
or?

Shri Sharma: No special qualifica­
tions are required for a surveyor.

Shri George Fernandes: He need
not be technically qualified for this 
work.

Shri Sharma: Yes.
Shri George Fernandes: This

Amending Bill provides for a list of 
approved surveyor* or losg assessors. 
Apart from the question of so many 
year* of standing in the field, would 
you like any qualifications to be laid 
down before the approved list of sur­
veyors is finalised?

Shri Sharma: We don’t mind if
technical persons come into the pic­
ture. Personally I am a non-techni- 
cal man and 1 have found that expe­
rience counts more than technical 
knowledge in this field.

Shri George Fernandes: At the
moment also your reports are not 
treated as final and it is open to Com­
panies to make their own settlements.
1 don't think you have seen the 
amendment which the Government is 
proposing in this Bill. Since it is a 
Government’s amendment, it can be 
more or less treated as part of the 
Bill, subject of course to the approval 
of this Committee—patfe 20 of the 
amendment list This amendment is 
to sub clause (2) of Section 64 UM, 
i.e., after fine 12 t>n page 49: “Provid­
ed that nothing in this sub-section 
shall be deemed to take away or ab­
ridge the right of the insurer to P*7 
or settle any claim at any amount 
different from the amount assessed 
by the approved surveyor or loss as­
sessor.” As the present situation 
stands, whatever your report may be,

the Company can settle on its own. 
Even alter this Bill is enacted into 
law, it will be open to the Company to 
settle their claim as they art doing at 
the moment.

Shri Sharma: As far as the com­
pany’s jurisdiction in this, matter is 
concerned, we have nothing to say. 
We submit our report to them.

Shri George Fernandes: Does the
present situation lead to any mal­
practices either by the insurers or by 
those who file their claims? A* the 
Chairman pointed out in the begin­
ning, it is open to you to say anything 
in confidence.

Shri Sharma: The chance for mal­
practices is always there.

Shri George Fernandes: With the 
proposed amendment of the Govern­
ment, so far as the insurers and the 
insured are concerned, the position 
more or less remains the same. Would 
you l.ke the entire clause 64 UM to 
be deleted?

Shri Sharma: 1 have no idea of this 
proposed amendment If this discre­
tion is given to the companies under 
law, then it is better not to have sur­
veyors at all.

8hri George Fernandes: Apart from 
the list of approved surveyors which 
the Controller is to maintain, at any 
time he can call for second report, If 
the first report is not accepted. They 

will create difficulties for you. One 
of you will conduct a survey; that 
will be challenged by the Controller. 
This will create certain restrictions 
on your operations. But there is this 
point. What happens just now 1* 
there is any malpractice on the part 
of the surveyor and if his report is 
proved not to have been done in good 
faith?

Shri Sharma: Who ia going to judge 
that?

Shri George Fernandes: Have there 
been instances where the report of the 
surveyor has not been accepted as a 
genuine report?
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Start Bhandari: No case of that kind 

has happened so far.
Start George Fernandes: Sub-section 

7 provides for action being taken 
against a surveyor if the Controller is 
satisfied that an approved surveyor 
or loss assessor has been guilty of wil­
fully making a false statement know­
ing it to be false or of being know­
ingly a party to the settlement of 
claim in a fraudulent manner. You 
have not had any such cases so far.

Shri Btaandari: No.
Shri Humayun Kabir: You said that 

you yourself are not a technical man. 
From experience you have gained a 
lot of knowledge and you can assess. 
It takes quite a long time to gain such 
wide experience. Will it not be pro­
per to have some qualifications pres­
cribed before a surveyor is recognis­

ed?
Shri Sharma: We have no objection 

if certain procedures or examinations 
are prescribed. But the existing sur­
veyors should be protected.

Shri Humayun Kabir: Even in medi­
cal profession a newcomer will not be 
allowed to practice without a Degree. 
Those who are practising for 15, 20 
years, even though without qualifica­
tions, will be allowed to practice. If 

there is a successive assessment with 
an interval the findings may be diffe­
rent. Will it not be advantageous to 
have two assessors to do the work 
simultaneously, instead of having a 
second survey after some time?

Shri Sharma: It will not be possible 
to re-assess subsequently by a second 
surveyor. This is a fundamental 
matter to be considered by the Joint 
Committee.

Shri Humayun Kabir: If there is a 
dispute there should be two surve­
yors, one from your side and one from 
the other side and they should give a 
joint report. If there is no dispute, you 

are where you are.
Shri Sharma: I have said that hav­

ing re-assessment after a lapse of time

Will not be possible; it will neither 
be useful

Shri Humayun Kabir: Even if there 
is a dispute?

Shri R. N. Sharma: Yes.
Shri S. S. Kothari: You are ah or- 

gans&M associatioti. Have yofc got' a 
disciplinary committee to take any 
action against your purveyors in case 
they indulge in malpractices?

Shri R. N. Sharma: Unless this has 
been given statutory recognition it is 
not possible to enforce it

Shri K. Suryanarayana: We are con­
cerned with the interests of the policy 
holders or the general public. We 
want to avoid all malpractices, as far 
as possible, within our limits. We are 
doing our best to elicit information 
from you.

Shri Morarji R. Desai: I would Bke 
to ask a few questions. In the Urst 
place, anybody can be a surveyor, 
according to you. Is that correct?

Shri R. N. Sharma: Yes.
Shri Morarji R Desai: It does not 

require any qualifications. Is it cor* 
rect?

Shri R. N. Sharma: Yes, Sir.
Shri Morarji R. Desai: You say that

experience is all right?
Shri R. N. Sharma: Yes.
Shri Morarji It. Desai: What is a 

surveyor supposed to survey? What 
exactly does he deal with?

Shri R. N. Sharma: The surveyor’s
job is to go into the cause of the acci­
dent or the fire, as the case may be. 
He looks into the matter, goes through 
the records of the insurer and all 
other relevant factors.

Shri Morarji R. Desai: And he re­
ports as to what exactly is the loss.
Is it so?

Shri R. N. Sharma: Yes. ‘
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Start HtniH ft. Dead; Does he aLso 
say whether it i* accidental or delibe­
rate act?

Shri ML N. Sharma: That is so. In 
the report he says that

Shri Morarji ft. Desai: This will re­
quire two things: firstly, he must have 
the capacity to find out whether th is 
ia  an accident or whether it is delibe­
rate That cannot be said by anybody 
and everybody. Isn’t it?

Shri R- N. Sharma: Yes.
A rt M orarji ft. Deaal: It is a matter 

of investigation. Is it?
3hrt ft. N. Sharma: Yes.
Shri M orarji ft. Desai: Can anybody 

say only from the books that the loss 
is exactly So much?

Shri ft. N. Sharma: Not anybody.
Shri Morarji ft. Deaal: But this will 

he ‘anybody'. Therefore, anybody can 
be a surveyor.

How many members have you in 
your Association?

Shri ft. N. Sharma: There art 50 to
00 members.

Shri Morarji ft. Demi: You do not 
exactly know how many members are 
there in your Association?

Shri J. D. O nigh an: 42 members.
Shri Morarji ft. Desai: How many 

Associations are there all over India?
Shri I. D. Galshan: Three Associa­

tions.
Shri M orarji ft. Deaal: Only three?
Shri J. D. Galshan: Yes.
Shri Morarji ft. DeMl: Only three 

Associations cover up several areas?
Shri J. D. Galshan: We cover the 

North and there are two other*.
Shri M orarji R. Desai: How many 

surveyors would there be?
Shri I. D. Galshan: Around 180.

Shri Morarji & Deaal: Are there
many cases in which things go to 
court even after the surveyors’ re­
port?

Shri Gulahan: 1 or 2 per cent of the 
cases go to court.

Shri Morarji ft. Demi: Why is a 
surveyor’s report necessary? Before 
the insurance company pays the loas, 
they will naturally ascertain it pro­
perly. Does not the insurance com­
pany do that by itaelf?

Shri Gulahan: They do not have 
inspectors.

8hri Morarji ft. Desai: You are
functioning as their inspectors for this 
purpose?

Shri Galshan: As independent ins­
pectors.

Shri Morarji ft. Deaal: How can you
be independent if you function on 
their behalf?

Shri Galshan: We are independent 
people and they appoint us to ascer­
tain the exact position of the loss.

Shri Morarji ft. Deaal: When they 
appoint you they keep you on their 
panel and appoint you. That means 
that you are engaged by them. Would 
you not then look to the interests of 
the insurance company and not of the 
person who is insured?

Shri Gulahan: We look to the inte­
rests of both.

Shri Morarji ft. Deaal: But you are 
paid only by the company.

Shri Galshan: But we have to make
independent and fair assessment

Shri Morarji ft. Deaal: That is the
theory. But in practice can this be 
ensured unless there are safeguards? 
Is it not necessary to prescribe quali­
fications for surveyors?

Shri Galshan: Yes, it is necessary.
Shri Mocwji ft. Deaal: What quali­

fications would you suggest?
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Shri GuMia*: A minimum experi­
ence <rf five or six years.

Shri Morarji Desai: Experience is a 
very nebulous term. If you can sug­
gest something concrete, you can send 
it to us later on.

Shri Gulshan: We shall send it to 
you later.

Shri Morarji Desai: In order to
make them independent, is it not 
necessary to license them so that the 
malpractices can be prevented?

Shri Golshan: Yes, it is necessary.
Shri Morarji Desai: If licences are 

t0 be given then qualifications are to 
be prescribed. Once the people are 
licensed, is it necessary that you 
should be on the panel of the insu­
rance company or it should be a panel 
provided only by Government from 
which the insurance company can 
draw?

•Shri Gulshan: It suits us in both
ways.

Shri Morarji Desai: It cannot be
both ways.

Shri Gulshan: Government can
make a penal of the approved sur­
veyors and the insurance companies 
can select the surveyors for their 
services from that panel.

Shri Morarji Desai: You want that 
both liberties should be given. Should 
fees be prescribed for that?

Shri Gulshan: Any reasonable
amount.

Shri Morarji Desai: If there is to be 
a fee for doing surveying, then should 
not uniform fees be provided accord­
ing to the work required to be done?

Shri Gulshan: The fees will vary.
For instance, for motor surveys we do 
not charge much, because those losses 
are very small.

Shri Morarji Desai: Should it not be 
properly regularised and put on a pro­
per basis?

Shri GalAan: It should be.

Shri Morarji Desai: Are there any 
surveyors who do some business of 
canvassing for the insurance com­
pany?

Shri Gulshan: I do not think so.
Shri Morarji Desai: Is that prevent­

ed.

Shri Gulshan: Yes, it is prevented.
Shri Morarji Desai: Is it laid down 

anywhere?
Shri Sharma: Even in our constitu­

tion we have laid down a conditon for 
membership that he should not have 
any fettachements to any insurance 
company in any form.

Shri Morarji Desai: That may be in 
you constitution. But should it not 
also be one of the conditions of the 
licence?

Shri Sharma: That should be there.
Shri Morarji Desai: Suppose you go 

to survey the loss of a company and 
you are a shareholder in it. Then, 
would yo not be interested in inflat­
ing the amount?

Shri Gulshan: Certainly, the share­
holder would be interested,

Shri Morarji Desai: Should it not be 
provided as one of the conditions that 
that surveyors should not go to assess 
the loss of that company?

Shri Gulshan: It should be provid­
ed.

Shri Morarji Desai: Therefore, you 
agree that it is necessary to provide
licensing and not allow anybody to 
have the right to practice?

Shri Gnlshan: Yes.
Dr. Antahy: In the absence of any 

institution for training, would you 
agree that only those who have tot 
two or three years’ experience as sur­
veyors should be admitted as surve­
yors?

Shri Sharma: Yes.
Dr. Antany: What is your opinion 

should be the minimum qualification 
for a surveyor to be brought on the
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approved panel contemplated in tha 
Bill?

Shri Sharma: We suggest that he
may be a technical person, which is 
all the more welcome; but a minimum 
experience of five years should be a 
sufficient thing for a surveyor to be 
brought on the panel to be approved 
by Government.

Shri P. Ramamurti: How will he
.get the experience unless he works in 
that capacity?

Dr. Antany: What objection do you 
have to the losses over Rs. 20,000 
being reassessed by another surveyor? 
Do you not think that if this provision 
is made, the original surveyor would 
be more cautious initially and it would 
avoid any further malpractice?

Shri Sharma: It is always open to 
have another reassessment But reas­
sessments are not being made gene­
rally for this reason. When the first 
surveyors goes there, he has got all 
the evidence available to him and he 
makes the survey and makes the 
assessment. Suppose he assesses the 
loss at, say, Rs. 1 lakh. The controller 
may think, I do not know on what 
basis, that the amount is too much, 
because he may think that there Is 
some malpractice and so on. So, he 
may decide to send another surveyor; 
by the time the second surveyor goes 
there there will be a lapse of two or 
three months; when he goes there, he 
will not have all the relevant material 
available to him as was available to 
the first surveyor. So, he would only 
tell the party Here is the report ot 
the first surveyor which has assessed 
the loss at Rs. 1 lakh. But that is 
agreeable to the controller of insu­
rance. So, what is the amount that Is 
to be paid. Then, he would pressu­
rise the party. There will be no reas­
sessment, but he will pressurise the 
party to acecpt a lesser amount And 
he would put the figure at say,
Rs. 80,000. When the second surve­
yor's report comes, the loss would be 
assessed at Rs. 80,000. The result will 
be that flie first surveyor would be 
discredited, in spite of the fact that he

was a man of integrity and he wta 
honest and to the best of his best 
judgment he had assessed the loss at 
Rs. 1 lakh. We, therefore, suggest 
that this clause should be amended.

Dr. Antany: What is your precise
objection to the clause relating to 
disqualifications of a surveyor?

Shri Sharma: We have no objection. 
We have only suggested that he should 
be given the right of appeal.

Dr. Antany: What are your suges- 
tions to effectively check the alleged 
malpractices in the settlement of the 
insurance claims?

Shri Sharma: I think a suggestion 
has already come from Shri Morarji 
Desai ihat the surveyors be licensed 
and kept out of the control of the 
management.

Shri K. P. 8. Menon: Are your asso­
ciation and other like associations 
registered?

Shri Sharma: Yes, under the Socie­
ties Registration Act

Shrf K. P. S. Menon: Are surveyor* 
and loss assessors there in every part 
of the country in all States or only in 
some?

Shri Sharma: They are everywhere.
All claims are surveyed by them, here 
and in foreign countries. No settle­
ment is made direct between the insu­
rer and the insured. Suppose the 
insured puts in a claim for Rs. 20,000. ^  
If the insurance company does the 
survey, that may not be aceptable to 
the Insured. What is wanted is an 
independent agency to survey and 
assess the claim. I stress the indepen. 
dent character of this work.

Shri K. P. S. Menon. You said that 
in every case, irrespective of whether 
there is a dispute between the insurer ,
and insured, there must be an assess­
ment by the surveyor and loss assessor.
Any special reason for that? T

Shri Sharma: No. Somebody should 
intervene to assess the thing indepen­
dently. Otherwise, I do not think It 
1 MI4  fee possible for fh« insurance
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company to finalise the claim. It may 
take the help of paid inspectors for 
the purpose. If they do that, we have 
nothing to say:

Shri M. P. Bhargava: P. 3 of your 
memorandum, sec. 64 UM(8): You
have suggested the addition of certain 
words after ‘official gazette’. Does it 
fit in in 8 or 7? Your intention seems 
to be ut it in in 7. 8 deals with eligi­
bility for re-inclusion in the list of 
surveyors and there it does not fit i n -  
90 days.

Shri Sharma: We have no objection 
in regard to that.

Shri M. P. Bhargava: But where do 
you want to put it in. It does not fit 
in there.

Shri Sharma: It does fit in. Ht-re 
it is said that the surveyor shall not 
be elgible . . .  .

Shri M. P. Bhargava: Disqualifica­
tion is in 7 and eligibility for re­
inclusion is in 8.

Shri Sharma: 7 speaks of his being 
disqualified and 8 says for what period. 
Stction 7.

Shri R. D. Reddy: Do you have any 
apprentice and training course for sur­
veyors?

Shri Gulahan: Yes, in Bombay.
Shri R. D. Reddy: In survey work 

and then being put on probation.
Shri Galshan: Yes. We have fellow­

ships where students can join and then 
pass the surveyors’ examination.

Shri R. D. Reddy: You have got 
about 40 or so now. Do you take work 
tjy rotation or each man has to depend 
on luck or chance?

Shri Galshan: Anybody can do any 
work.

Shri R. D, Reddy: So the Association 
does not assist members to get work?

Shri Galshan: No
A M  R. D. Reddy: How do you 

«dmit them?

Shri Galshan: We have got a 
screening committee in the Associa­
tion. I $

Shri R. 4). Reddy: Is there any case 
where after having admitted a mem­
ber, you have eliminated him from 
your list?

3hri Gmshan: No, not so far.
Shri R. D. Reddy: What is the per­

centage of reports that are not accept­
ed?

Shri Gnlshan One or two.

Shri R. D. Reddy: Are you approved 
by both parties before you are ap­
pointed?

Shri Galshan: Only the insurance 
companies appoint us.

Shri R. D. Reddy: And your remu­
neration is paid by both, according to 
a share?

Shri Galshan: By the insurance
company only.
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Shri Q##Tf# Fernandes: Do your
members presently survey work given 
by Oriental‘and the general inae. sec­
tion of L}£?

Shri Gobhan: Yea.
Shri Geone Fernandes: Any ease

where you are given work not by the 
insurance company but by the insur­
ed?

Shri Gulshan: No, the company 
does not accept that. There has been 
no case where assistance ha§ been 
sought by the insured.

Shri George Fernandes: It is only 
the insurer that seeks your assistance? 

Shri Gulshan: Yes.
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Shri Sharma: We can only give 
suggestions to the hon. Members, and 
the Committee can give due thought 
to them.

flhri Shanm: With 4u« respect, 
what I do feel honeatly is that it the 
BUI aa it is, is paseed, it would comp­

letely defect the purpose, because you 
are not to work; and we know what 
work they do.

TTOTWf l K  f i r e f t ] :
«qpr $ i

«ft Wrf l

w r w  : w rq %  < n ft  « f t f r

ff? n T  w R f t  w t i t t o *  
f i r J t  v t f  f a w  f v * T  $  ?

« f t  w r f  : ?rt i

wtw : #  j  f«F
* r w  i f  f  9 s r v n r  T T fc n t i

i m w  : firm  ?ft i o-
wrcr w t  j * tt  <t t ,  ^rfirsT * m t  
t f N t o  *rrar f t j  %  q w i f t s i w a i  »t ik

f t *  I  I <TC ^  f ,
^  try y r f H ^ I K  V t  T T ff  apTST fr , 

g w t  f a t f t  T f t  9 P f i f  <TPT-

%  <H\r «TT f m  T O T  <T??TT ft  
c ffa  flTtT %  WT? * T $ V t ,

wmr f t̂rr n̂rrr $ i

*(t ijwpro sthw : #  w
■r?m 5 f«F Tt iTTwrfWnr wnr %% |

f * I T  WrIT% I  W F T  f W  tT T^ fin rr

w rm  farar r̂ wg?r f^rmw |
<?>rqT fTT V W  ' f t  W TT ^ 9 %  1ST

th ^  | ,  wt i f f  ^  f ,  4  
s r H f T T T n r n T j  f v ^ w t T O T  ?

v  I  f>, M v w  w w  i r t  

^  | i 

t f n ^ ' w w j n n t  : f f ^ f r j f n r  v t  

# 5 T O T  W l f W T ^ n p f T  «CT I



* r fTOfTOT I 3 gfTRT 
ffr jT W  *ft*Tt % 3TfTir *TnfR%fopr 

*n*, firc «*  t f f  
tot i t o t q<Miui<*i

WT I  | «HR 5TPT 5TT*T Jf %WT ^rf 
* t  *FtfSTOWT ^  I ,  Hl*r «T # ,  %qT4?T 
% fv m z  wk t  %  ^ppt wn^- 
*'¥i*i t^ t grnr i

Shri Sharma: We h a v e  c o .n t  j ere to  
orget the past and think of Die 

future.

Dr *  N- AnUni: We want to know.

Shri sharma: We would not be able
to enlighten you on this issue. It is 
just a discussion around the table.

Shri Mrityunjay Prasad: Bazar talk 
without much ol basis behind it If 
we take it with what you were talking 
about, corruptions here and there, 
which would be more in future if the 
surveyors are not there, then, if you 
cannot give us certain examples or 
instances of certain cases, would it be 
correct for us to understand ifoflt you 
were talking without much ba?is * of 
facts? '

Shri Roshan: You might have recent­
ly read in the Blitz, a case regarding 
the Jupiter Insurance Co., which has 
been given to the CBI to investigate 
the claims. We as surveyors do not 
know what those companies are and 
their claims and what assessment has 
been done. We will not bo able to 
tell you how it was done. Simply, 
from the market and the press, we 
come to know that certain companies 
have been indulging in rebating and 
to have money for extra rebating they 
must get money from the source of 
claims. To control those claims it is 
necessary that the surveyors’ pane! 
should be controlled which, as our 
Deputy Prime Minister has very right­
ly said, roust be licensed. Thcie are 
in common practice presently.
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shH Mritynnjay Prasad i n- T*
wanted to know whether there has 
been any case where tho^e case, have

»ven by the surveyor* or.*y others.
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Shri Roshan. We have suggested
o /th l  * Should be a representation of the surveyors on the advisory com­
mittee; at least one should be there.
S hM n0t 8?  that the Controller should consult the surveyors for
making a panel of surveyors. If our
profession is represented, they might
be able to put their point of view
before the committee, and they will
know what type of surveyors they are
putting on the panel.

Shri Balgovtnd Verma: Then the 
man who will be appointed will be 
a qualified man.

fihri Roshan: Yes. I agree.

Shri Balgovind Verma: Then I think 
the Committee cannot judge the per­
son to be appointed as a surveyor.

Shri Roshan: From mere applica­
tion, it will not be possible to judge * 
even the qualifications of the survey­
ors, until and unless one knows the 
background of the person or his repu­
tation. By simply receiving an appli­
cation, and considering the applica­
tion, it is not possible, unless the per­
son is called for a personal interview 
which will not be possible for the 
authority to do on an all-India basis.

Shri Balgovind Verma: I wonder
very much if a responsible controller, 
will not be knowing his job whom to . 
appoint as such. . < r
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Shri Boehan: I am not saying that 
he does not know hi* Job.

Shri MMHjl Desai: If I have to
select a surveyor, should I consult you 
for it?

Shri IU»luu« No, Sir. I have only 
suggested that a member of this pro- 
fanion should be on the Committee.

Shri Morarji Desai: Because he be­
longs to the trade union of that pro­
fessions why should I consult you? 
You are saying that you should be 
consulted in forming the panel. I ao 
not think that would be right.

Shri Boahan: Representative on the 
advisory committee; not in the selec­
tion of surveyors.

Shri Morarji Desai: Advisory com­
mittee for what?

Shri Rcrihan: For selecting the sur­
veyors.

Shri Morarji Desai: Why should 
one of you be selected for that pur­
pose? Then he will put in his own 
man.

Shri Sharma: He will not be only 
person in the committee; there will 
he others.

Shri Morarji Desai: That is not a 
practical proposition at all- What you 
have got to safeguard i» that the pa­
nel should be properly, objectively 
and honestly made. That is what 
you want.

Shri Sharma: We should be taken 
into confidence.

Shri Morarji Deaal: That is where 
we have provided a qualification for 
competence.

Nobody except a licensee will be 
able to do this job.

Shri Baal Shankar 8hanna: Is your 
association a regional one or an all- 
India one?

Shri Boahan: It covers the northern 
region—Delhi, Rajasthan, U.P. Punjab 

" Jammu and Kashmir. The All*

India association is at Bombay. We 
are affiliated to it.

Shri Beni Shanker Sharma: In page
2 regarding section MUM(3) & (4), 
you have said that the provisions of 
these sections are impracticable and 
a little stringent. It says, the Con­
troller may at any time in respect of 
any claim of the nature referred to 
in sub-section (2) call for an indepen­
dent certificate from any other ap­
proved surveyor, etc. Your objection 
is “at any time" may give rise to so 
many difficulties. What a time would 
you suggest—3 months, 9 months?

Shri R. N. Sharma: It depends on 
the controller’s office. For u3 normal­
ly it takes about 1| months to sub­
mit our report. After that it depends 
on the controller’s office.

Shri S. S. Kothari: If a re-assess­
ment is made and the first surveyor 
has acted bona fide, why should you 
worry about the second surveyor?

Shri Morarji Desai: His main objec­
tion is, much time would have lapsed 
before a re-assessment is made and 
there will be no material evidence.

Dr. B. N. Antani: His objection U 
about loss of evidence.

Shri S. S. Kothari: You have aa 
All-India Institute of Surveyors but 
it appears that institute is doing noth­
ing—neither the qualifications have 
been prescribed nor is there any train­
ing course prescribed. Would you 
like an official institute to be esta­
blished under the aegis of the Con­
troller?

Shri Boshan: No, Sir. We want that 
the syllabus should be admitted and 
approved by the Government, so that 
it can be prescribed by the Institute. "

Mr. Chairman: On behalf of the' 
eomtaittee, I thank you, gentlemen; 
for giving us your valuable views on 
the Bill.
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Shri R, N. Sharma: TWnk you, Sir.

(The witnesses then withdrew)

(The committee then adjourned to. 
meet again at 14.00 hrs.)

(The Joint Committee re-assembled 
at 14'. 00 hours)

II Representatives of the Institute 
of Insurance Surveyors and Adjustors 
limited, Borrbay.

Spokesmen:
(1) Shri V. N. C. Narichania— 

Secretary
(2) r.<hri R. C. Sheth—Member
(3) Shri S. C. Mazumdar—Member
(4) Shri V. P. Shah—Member.
(The witnesses were called and

they took their seats).

Mr. Chairman: You should under­
stand that whatever evidence you are 
tendering here and whatever memo­
randum you have submitted will be­
come public documents and may be 
seen by others. But if you want to 
make any part of your memorandum 
or evidence confidential, you may indi­
cate it so that it will not be made 
public but will be confined to Mem­
bers of Parliament.

We have received your memoran­
dum and now members of the Com- 
aiittee will seek clarification on some 
points that you have made, in the 
flrst page of your memorandum you 
have stated:

“Further, with a view to improve 
the standard of proficiency of the 
surveyors, this Institute has decided 
to introduce shortly training courses 
and will conduct examinations.”
What sort of training courses do 

you want to start?
Shri Narichania: We are starting

examination courses for training in 
iurvey line. For that purpose we 
Bjave made an arrangement with the 
Federation of Insurance. The Institute 
16 hold examinations on our behalf. 
$he Examination Committee of the

Federation of Insurance Institute 
will comprise of the normal committee 
plus a few members from the insu­
rance profession of surveyors. I c*n 
give you a copy of our syllabus.

Mr. Chairman: Will it be your pri­
vate venture or it will take some 
sanction from somewhere?

Shri Narichania: It is a private ven­
ture of the Institute. Our Head quar­
ters will be located at Bombay.

Dr. B. N. Antani: Are there any
such institutions in some foreign 
countries? If so, have you compared 
your syllabus with theirs?

Shri Narichania: Yes, there is one 
institute in London—Association of
Fire and Loss Adjusters. Now it has 
•become a chartered body—Chartered 
Institute of Fire Loss Adjusters'.

Mr. Chairman: You have further
stated that the membership of this 
institute will be divided into three 
classes, namely licentiate, associate 
and fellow. What do you mean by 
that?

Shri Narichania: In selecting mem­
bers we put them in one of these cate­
gories based on experience in the 
trade and merit. Those who have an 
experience of four years will be ad­
mitted as licentiates, seven years as 
associates and ten years as fellows of 
the Institute.

Mr. Chairman: A short while ago a 
gentleman from the Insurance Surve­
yors and Loss Assessors came and said 
that there was no institute to train 
surveyors and that they had not pres­
cribed any qualifications for the ap­
pointment of surveyors. Is your orga­
nisation something different from 
them or do you also carry out the 
same functions?

Shri Nariehania: As far as our Insti­
tute is concerned, we have bye-laws 
and presented according to the said 
bye-laws we admit members to the 
Institute. We have three categories. 
Persons with four years’ experience 
are admitted as licentiates; those with 
seven years* experience are admitted
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-as associates and those with ten years’ 
experience as fellows. Besides this 
we also look into their background as 
a surveyor. If we have any adverse 
information about him we do not ad­
mit him as a member of the Institute. 
We use our discretion while admitting 
a member to our Institute.

Mr. Chairman: When you have 10
send someone for surveying or for 
assessing losses up to the extent of 
Ks. 10,000, do you send a licentiate, 
an associate or a fellcw?

Shri N arichania: That would be en­
tirely within the discretion of the in­
surance company whether for a parti­
cular amount of loss they should ap­
point a licentiate, an associate or a 
fellow.

Mr, Chairman: For any amount?
Shri N arichania: Yes.
Mr. Chairman: You have not fixed 

any limit for licentiates or associates.
Shri N arichania: No, we have not. 

“The insurance company, having regard 
to the magnitude of the loss, decides 
whether a senior surveyor should be 
appointed or a junior surveyor or an 
amateur; that is, whether a fellow 
should be appointed or an associate 
or a licentiate. Sometimes insurance 
companies do appoint vnore than one 
surveyor on the same job if such a 
course is found necessary.

Shri M. P. Bhargava: Will you tell 
us something about the set-up of your 
Institute?

Shri Narichania: This institute was 
established in 1960. At that time its 
name was the All India Association of 
Insurance Surveyors and Adjusters 
Limited. We had thought of making 
it a professional body and of educating 
the people in our profession. The 
name “All India Association” did not 
iit in with these objects; so, we chang­
ed the name to ‘The Institute of Insu­
rance Surveyors and Adjusters Limit­
ed”. Our application is pending with 
the ,Reg*str»r to drop the word 'limit­
ed* also and in future the name will

be The Institute of Insurance surve­
yors and Adjusters” . The member­
ship of this Institute today is on an all 
India basis and i8 about 66. Most ot 
the senior surveyors throughout tlie 
country are members of the Institute. 
Of the 65 members, about 30 art 
fellows, 15 associates, 10 licentiates 
and 10 students.

Shri M. F. Bhargava: Have you ever 
approached the Government for recog­
nition of this Institute

Shri Narichania: We had thought of 
approaching Government for recogni­
tion but we thought that if we did 
some little more work, started exami­
nations and showed what we were 
doing, it would be easier for us to ob­
tain recognition from Government 
than approaching them without doing 
any work.

Dr. B. N. Antani: What is your syl­
labus?

Stui N arichania: first of all, we 
have elements of insurance for the 
licentiate examination. Then, we 
have general principles of surveying 
and elementary accounts. These acre 
two compulsory papers. Then, accord­
ing to the branch where a perso* 
wants to go, namely, Are, accident or 
marine, there are different sets of 
subjects and three suibjecte are to be 
selected from amongst them. Among 
them are principles and practice of 
fire insurance, measurement of losses 
of buildings, principles and practice of 
marine insurance, underwriters* prac­
tice and shipping, mercantile practice 
relating to marine insurance, princi­
ples and practice of accident insur­
ance, motor insurance etc.

Dr. B. N. Antani: Have you any
members from northern India, say, 
from Rajasthan, Punjab or UP?

Shri Narichania: Yes; we have them 
from all over the country. We have 
member s from Delhi, Calcutta, Madras, 
Hyderabad, Bangalore, Raipur, Poona, 
Bombay and other places. Majority of 
ihe members is, of course, from Bom-
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fcay booauaethat is the home town for 
insurers. Majority of the surveyors 
are members.

Shri M. P. Bhargava: Since surve­
yors are appointed by the insurance 
companies, will I be correct in assum­
ing that you look more to the interest 
of the insurance companies than at 
the insured?

Shri Narichanla: I would not put it 
that way. As far as the surveyors are 
concerned, their business is to see that 
the contract of insurance is observed 
correctly. As for the quantum, one 
has to look what is the real loss a 
person has suffered. He must go by 
that and not try to minimise the Jobs 
merely in the interest of the insurance 
company.

Dr. B. N. Antani: Can you cite any 
instance where surveyors’ services 
have been requisitioned fey the insur­
ed?

Shri Narichanla: That is being done 
in very rare cases in India but in 
foreign countries there are different 
sets of surveyors, who are called 
company surveyors and party surve­
yors. Aa far as Indian conditions are 
concerned, there is only one set of 
surveyors. In very rare cases sur­
veyors are called upon by the insured 
to present their case before the 
company surveyors.

Dr. B. K. Antani: In the present
state of affairs do you not agree that 
there is room for apprehension or 
suspicion of your being only one­
sided advocates, of the insurance com­
panies rather than of the insured?

Shri Narichanla: It has not been our 
experience s6 far. It may be one 
in a thousand cases where it may have 
occurred, but normally they (insured) 
have never challenged the surveyors 
so far.

I>r. B. N. Antani: But there is a
danger.

Shri Narichanla: There can be 
sometimes.

Shri K. Chandrasekharan: Would 
you like a survey to be conducted 
even in cases where there is no die* 
pute between the insurer and tha 
insured?

Shri Narichanla: Naturally, we
would not like that

Shri K. Chandrasekharan: Would
you like to have a provision in the 
Bill saying that instead of it being 
done by a single surveyor it should 
be done by a team of two surveyors?

Shri Narichanla: If competent sur­
veyors are appointed, there is no need 
for having two surveyors, but it might 
depend upon the type of the loss. If 
there is too technical a loss, possibly 
the surveyor himself would in con­
ciliation with the insurance company 
seek the assistance of technical man 
who can help him on the technical 
aspect of it. But the insurance matters 
will be looked after by the surveyors 
himself.

Shri K. Chandrasekharan: Assuming 
that persons of ordinary and reason­
able competency are appointed, you 
would like to have only one surveyor 
and not two.

Shri Narichanla: That is right.
Shri George Fernandes: Are there 

insurance companies which have sur­
veyors on their own staff?

Shri Narichanla: As far as fire sur­
veyors are concerned, I do not think 
in Bombay there is any company hav­
ing its own surveyors. But as far as 
marine and accident side is concerned* 
to my knowledge New India is the 
only company which employs its own 
surveyors.

Shri George Fernandes: That means. 
New India does not get its work done 
by other surveyors.

Shri Narichanla: For motor, acci­
dent and marine, normally they do 
not. They may have their own limita­
tion of small losses. I am not aware 
of it.

Shri George Fernandes: If the insu­
rance companies, other than New India, 
were to decide to take on the survey 
job themselves, how would it affect
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the interests of the insured and the 
insurer?

Shri Narichania: Then, possibly the 
insured may not have much confi­
dence or faith in such surveyor. The 

,0urveyor employed by them is bound 
to take sides and look after the inte­
rest of the employer, that is, the insu­
rer.

Shri George Fernandes: When an
outside surveyor is engaged by an 
insurance company, it is the insurance 
company that makes the payment. The 
insured has nothing to do with the 
payment He has only the satisfaction 
that this man is not an employee of 
the company though he is paid by the 
company.

Shri Narichania: That is true, but 
that does not mean that the surveyor 
is bound to look after the interest of 
the company in the assessment of 
lews. The surveyor only sees to it 
that the contract of insurance is com­
pletely fulfilled. That is the only inte­
rest that he looks after on behalf of 
the insurance company. But in the 
matter of assessment, he has to assess 
what exactly the loss is without 
regard to whether the insurance com­
pany has to pay more or less.

Shri George Fernandes: So, accord­
ing to you, accepting that the insured 
person or firm has the confidence that 
a surveyor running his own firm, en­
gaged by an insurance company, 
would be more objective and more im­
partial, there is no other reason why 
a company should not employ its own 
surveyors on its staff. It is a question 
of the satisfaction of the insured per­
son.

Shri Narichania: The question is not 
only of the interest of the insured 
also. Sometimes, it might happen 
that there are so many co-insurers and 
there are several treaty insurers on a 
single policy. This is also a question 
which the insurance company should 
look after. In such cases, the assess­

ment is made by independent surve­
yors.

Shri George Fernandes: Even then,

the surveyor will be paid by the insu­
rance company.

Shri Narichania: Yes.
Shri George Fernandes: By which 

insurance company?
Shri Narichania: The insurance com­

pany which appoints him. If there are 
a number of co-insurers, each insu­
rance company will pay the share of 
the loss and the survey fees.

Shri George Fernandes: Is the re­
port that is prepared by the surveyor 
and submitted to the insurance com­
pany accepted as final or is it open 
to the insurance company to have its 
assessment made?

Shri Narichania: There is no fina­
lity about that report inasmuch as it 
is open to the insurance company to 
look into the report and, if they find 
that there is something wrong, they 
can take another assessment or do 
whatever they like. The surveyor 
makes only a recommendation. He is 
not to deliver a judgment finale.

Shri George Fernandes: Are these
recommendation accepted generally?

Shri Narichania: 99.9 per cent, yes.
Shri George Fernandes: Arc your 

members in Bombay doing the work 
of companies like the Oriental or 
the L.I.C.?

Shri Narichania: Yes.
Shri George Fernandes; Even after 

nationalisation of the L.I.C.
Shri Narichania: Yes.
Shri George Fernandes; Would you 

like the reports prepared by you or
the certificates given by you to be 
termed as final by the companies? 
Would you like a statutory provision 
that the surveyors’ report should be 
treated as final and that it should 
not be open to the company to subse­
quently re-examine or have its 
settlement?

Shri Narichania: That will not be 
a correct position. Ultimately, the: 
contract of insurance is to be dis­
charged by the insurance company.
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They must have their say in the 
x^atter. The surveyors* report should 
not be a final document.

Shri George Fernandes: You have 
stated in youm earlier letter of 14th 
August, 1908 addressed to Mr. Raj- 
gopalan, the Officer on Special Duty 
that your Institute was established 
in 1960 with the following Directives, 
inter alia:

“ (b) to promote honourable prac­
tice and to repress mal-practices

What are these mal-practices in the 
trade which you find it necessary to 
repress?

Shri Narichania: The mal-practices 
that are generally found in any pro­
fession. There have been instances— 
who have been doing, I would’nt 
say—where the surveyors have on 
the recommendation of insurance 
companies assessed the losses to 
accommodate them. These sort of 
mal-practices do exist. But it is a 
rarity. If any member ot our Insti­
tute i6 implicated in that, we have 
the provision to remove him from 
our membership so that our trade 
can become more pure and dignified.

Shri George Fernandes: Have you 
taken any such action since your 
Institute came into existence?

Shri Narichania: No reference has 
80 far been made; no such complaint 
has been received against any of our 
members so far, from the members 
or from the trade.
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recognised, we will be able to tell 
them that these are the advantages 
they get. They will get a certain 
status by the name of the Institute 
behind them and that will give them 
incentive to become members of the 
Institute.
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Shri Narichania: To my know*
Hedge, there is none. None of their 
relatives are working in the insur­
ance companies. There may be a 
third degree or fourth degree rela­
tions. But no close relations are 
working in the insurance companies.
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Shri Narichania: During the last
25 years of my practice in this trade,
I have not come across more than 
one or two instances. I do not know 
how far such complaints were true.
I was told that in one or two ins­
tances, some things occurred. But 
the insurance company again called 
the party to explain that and the 
amount of loss was reduced. I do not 
say that the assessment was wrong. 
But it is possible that on a psycho-
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logical effect, the insured may have 
to close the matter agreed to reduce 
the amount of loss.
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Shri Nariehania: It is too far­
fetched a thing to imagine.

Start G. R. PatU: May I know the 
qualifications of the persons who 
have become the members of your 
Institute? Have you prescribed any 
qualifications?

Shri N ariohaaia: At the moment, 
there are no academic qualifications 
prescribed. But we are intending to 
prescribe qualifications after our ex­
aminations have started and that 
examination will be one of the quali­
fications on which the membership 
will be open to a person in the pro­
fession. At the moment, there are no 
examinations. We have been admitt­
ing members on the basis of experi­
ence, good character and no adverse 
comments against them.

Shri G. R. Patil: That means today 
anybody can be a surveyor.

Bhri Narichanla: But they do re­
quire a little experience of the pro­
fession. A number of persons are 
entering the surveyors’ profession.

Shri G. R. Patil: You have not 
prescribed any qualifications. What 
should be the qualifications of a 
surveyor if he is to be kept on re­
cord by the Controller?

Shri Nariehania: At the moment, 
there are no examinations. TTie only 
course would be to admit persons on 
the basis of their experience and 
their connections with some insur­
ance companies in the sense that 
ftey are working for more than a

couple of companies, not just one Or 
two companies—they may be in­
fluenced by those one or two com­
panies—and having connections with 
five or six companies. His experience, 
his knowledge and his integrity 
should be the standard.

Shri G. R. P atil: He should have 
the technical knowledge.

Shri Nariehania: He should have 
an elementary knowledge of ac­
counts. When big problems are 
there, normally, they would take the 
help of chartered accountants of 
technical person. But an elementary 
knowledge t>f accounts should be 
there.

Sfari G. R. P atil: You have men­
tioned in your Memorandum that 
losses upto Rs. 2000 also should be 
got surveyed. What is the reason 
behind it. Why should it be brought 
down to Rs. 2000?

Shri Nariehania: By fixing the
limit of Rs. 20,000, you w e giving a 
freedom that losses below that 
amount could be settled without a 
survey report. If the intention of the 
Government is to check mal-practices, 
then this limit shoulH be brought 
down. Another reason is this. 9t 
losses out of 100 marine cargo claims 
and/or motor claim will be within 
the limit of Rs. 20,000; only a few 
losses would be above Rs. 20,000. If 
there is no check, then the mal­
practices will increase tond the object 
of the Bill will be defeated.

Shri G. R. P atti: When there is 
agreement, between the insured an<l 
the insurers, what is the reason for 
referring the matter to the surveyor?

Shri N ariehania: if  the insured and 
the insurers can settle between them­
selves, then the surveyors do not 
come in the picture. It is-only at the 
invitation of either party th*t sur­
veyors come into the picture.

Shri M rityunjay Prasad: You have
clarified certain points. But I would 
like them to be further clarified. Whst



should be done is something .quite 
different. Kindly tell me what is 
toeing done about appointment of 
surveyors. Suppose, for the sake of 
argument, 1 am able to persuade the 
Manager of an insurance company 
to accept somebody as a surveyor. Can 
he be appointed a surveyor straight­
way or not?

Shri Narichania: It depends upon
the management of the company. If 
the management is agreeable, then 
there is nothing to ter that.

Shri Mrityunjay Prasad. There­
after, does he become a recognised 
surveyor—recognised by the other 
companies also?

Shri Narichania: Not necessarily, 
unless he produces a large amount of 
work. It depends upon his canvassing 
capacity.

8hri Mrityunjay Prasad: Then it 
comes to this that the surveyor also 
canvasses business for himself.

Shri Narichania: Naturally.
Shri Mrityunjay Prasad: He also

produces proof that he has been 
doing a lot of survey business.

Shri Narichania: That is true.

Shri Mrityunjay Prasad: Therefore, 
he has to improve his survey business 
also—not only the time he spends in 
the profession but also the quantum 
of survey business . . .

Shri Narichania: Yes.

Shri Mrttyunjay Prasad: Are the
costs of survey related to the losses 
or the policy amount?

Shri Narichania: The survey fees
not released with the policy amount 
at all. The survey fees depend upon 
the type of job the surveyor handles. 
In fixing his fees, he takes into 
account what labour he has put in, 
what time he has spent the complexity 
of the loss, how big is the loss and 
so on. Tliere is also this consideration 
whether they are local losses or out­
side his home-town. Taking into

account all these things, he decides on 
his fees.

Shri Mrityunjay Prasad: In that
case, would it at all be feasible—I do 
not say profitable—for an insurance 
company to have small claims sur­
veyed in out of the way places where 
there are no local surveyors? You 
want the ceiling to be brought down 
to Rs. 2,000. Suppose there is a fire 
loss of Rs. 5,000 in a distant, out of 
the way place. Will it be feasible for 
an insurance company to have the 
claims surveyed?

Shri Narichania: Normally wherever 
the centre for insurance is there, are 
some surveyors who can look after 
the small jobs of Rs. 5,000 or Rs. 
10,000. A senior surveyor from 
Bombay or Calcutta need not be sent 
therefor this.

Shri Mrityunjay Prasad: A senior
surveyor must be charging a higher 
fee . . .

Shri Narichania: Naturally.
Shri Mrityunjay Prasad: Therefore, 

there is no fixed chart of fees. It 
differs from man to man . . .

Shri Narichania: Yes.

Shri Mrityunjay Prasad: Does it
vary from company to company or 
does he have the same chart irrespec­
tive of the company?

Shri Narichania: A surveyor will 
have the same basic standard of 
charging fees, whether it is Oriental 
or some other small company; the 
same fees are charged, whether it is a 
small company or a big company.

Shri Beni Shanker Sharma: You
have said that the objects of your 
Institute are to promote honourable 
practices and to suppress malpractices. 
You have also stated that, during the 
course of 8 or 9 years of your exist­
ence, you have not come across any 
case of malpractice and, therefore, 
you did not have to take any steps. 
Have you prepared and code of con­
duct for your members?
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Shri Narichanla: Yes; we have a
code of conduct which is laid down in 
our bye-laws . . .

Shri Beni Shanker Sharma: You
may please send a copy to us.

Shri Narichanla: Yes, I will do th’at.
Shri Beni Shanker Sharma: As re­

gards to section 64UM(1), you have 
suggeseted in your Memorandum, ‘‘add 
the words ‘and/or adjusters’ after 
the words ‘loss assessors' wherever it 
occurs in the sub-section *\ What do 
you mean to convey by this?

Shri Narichanla: The difference is 
this. In western countries the word 
Assessor’ is normally understood as 
referring to a person who sits with 
the Magistrate to assist him on 
certain technical matters. In western 
countries where insurance is fore­
most, the word ‘adjuster’ is gaining 
momentum and the word ‘assessor* is 
going out of use. In India, however, 
we are using both the words. There­
fore, we have suggested that the word 
'adjuster* be added there.

Shri Beni Shanker Sharma: Coming 
to section 64UM<3), you want deletion 
of sections 3, 4 and 5 altogether. Is 
it correct?

Shri Narteliania: Yes. We feel that 
reassessment will be practically im­
possible because if it is going to take 
place after some time, there will be 
practical difficulties in the sense that 
the salvage i*e. damaged goods will 
not be available, a lot of evidence 
which one has to go through for re­
assessment will not be available. 
Therefore, the section will not serve 
any useful purpose.

Shri Beni Shanker Sharma: Some­
times there are some malpractices. 
How do we check them? Unless it is 
reassessed, how can we check
malpractices?

Shr| Narichanla: For that my sug­
gestion will be that a panel of more 
than one surveyor, say two or three 
surveyors, should be appointed to re­
view the report of the original fur-

veyof—■to go through the data which 
the original surveyor had collected 
and to give their opinion whether the 
assessment which has been done has 
been done properly or not. While 
referring the matter to the panel, the 
Controller must also give them the 
points on which he wants to have 
further information so that the panel 
can go into those details and try to 
find out from the books of the insured 
or from the records of the original 
surveyor how far these things have 
been properly done.

Shri Beni Shanker Sharma: Then 
I come to section 64 UM(7). Here it 
is said:

“If the Controller is satisfied that 
an approved surveyor or loss 
assessor has been guilty of wilfully 
making a false statement knowing 
it to be false or of being knowingly 
a party to the settlement of claim 
in a fraudulent manner, he mayf 
after giving such surveyor or loss 
assessor an opportunity of being 
heard, remove his name from the 
list of approved surveyors and loss 
assessors . .

You want this to be suitably amended 
to provide the following:—

"When an accused surveyor a loss 
assessor {adjuster is heard, it should 
be by a committee which shall in­
clude representatives from the 
profession of approved surveyors, 
assessors or adjusters/’

You want the case of the surveyor 
to be heard by a committee. At the 
same time you want an appeal. How 
do you justify both? How can you 
have both?

Shri Nariehania: The right of
appeal should be there. The Con­
troller may have heard. Still, he 
should be heard by a committee of 
appeal and that committee of appeal 
should be constituted by different 
people altogether.
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Shri Beni Shanker Sharma: Should 
the section be left aa it is or should 
it give you the right to appeal fur­
ther to the Central Government or 
to somebody.

Shri Narichania: Some committee 
of appeal should be there.
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Mr, Chairman: If this Bill is pass­
ed as it is, what would you think?

Shri Narichania: We have stated 
our views in  o u t  memorandum. One 
possibility is this. You know when 
question of appointment of surveyors 
under the Emergency Risks Insur­
ance came, seniormost surveyors 
were left out and junior ones who 
had just started business were in­
cluded. To avoid all these things, I 
suggest, a committee should be there 
who would take care of the election 
and approval of the members, and 
to help and advise the controller 
and the committee on those points.
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Shri Narichania: My suggestion
wotfld be that while making the list 
of approved surveyors the controller 
should exercise diligence in making 
selection of those persons. It is not 
a sort of wide-spread corruption and 
it is not all surveyors make money

from insurance companies as well as 
insured. There might be some people 
doing it. But you can’t generalise 
that all surveyors are doing this.
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Shri Narichania: Human nature
is there. It happens everywhere.

Shri S. S. Kothari: Your institute 
is in existence for 8 years. In prac­
tice you have not been able to esta­
blish an organised profession as yet 
at all. There are no qualifications 
and no training scheme and mal­
practices do exist.

Shri Narichania: Sir, ag I have al­
ready said, we have framed syllabus 
and from April we will start training 
courses. So far as malpractices go, 
it is not within the jurisdiction of 
the Insurance Institute, unless he is 
a member of the institute we can't 
take any action. In order to bring 
better people in the profession the 
examination will be there, recogni­
tion to the institute will be there so 
(that they have better status and 
more influence on the people who 
are in the profession.

Shri S. S. Kothari: In case where 
the controller feels that the surveyor 
has not properly done the work he 
can order resurvey? Are you against 
it and if so, why?

Shri Narichania: I have no objec­
tion but the question is resurvey 
could bring what results? Ultimately 
if the decision to resurvey is to take 
some time the insured may have 
destroyed the evidence or record. 
What he can do is to merely review 
his ibooks of account and the original 
assessment report. It is just possible 
that there may be difference of opi­
nion because result of survey is ulti­
mately based on opinion. That opi­
nion differs from person to person. 
The second surveyor may say that. 
It is 5,000 Rupees more or less. That 
sort of resurvey is not going to be of
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a practical proposition. But where 
it ia felt that heavy claim is made 
or mistake has crept in, a panel may 
be appointed which can review that 
report and can go into datas collect­
ed from the insured by the surveyor, 
and can look into the books of the 
insured and see what coudd be done 
but 1 do not think whether that 
would also give you a very very 
clear picture on which controller can 
take a decision which may affect the 
original surveyor's report

Shri S. S. Kothari: That will have 
a psychological check on the original 
surveyor. In case there is to be any 
malpractice, there will be a re-sur- 
yey ordered, and he may be in 
trouble. That psychological feeling 
is there.

Shri N arichania: To that extent I 
would agree with you. It may have 
a psychological effect.

Shri S. S. Kothari: What is the 
basis for bringing down “Ŝ OOO'* to 
4I2,000” ? Please see your memoran­
dum.

Shri Narichania: If 20,000 is the 
limit of most automobile surveys 
will go out of the jurisdiction of the 
approved surveyors.

Shri S. S. Kothari: They don't
need to. It is a small claim.

Shri N arichania: 20,000 is not small 
claim in this country. It is Quite 
substantial. The possibility is that 
automobile surveys will be out of 
the approved surveyors’ list There 
won’ll be any check. Regarding 
marine claims also, they may go 
out. Hardly the total loss for the 
motor or automobile will be 20,000 
rupees.

Mr. Chairman: Will you refer to
jfege 9 of your memorandum? There 
it is stated like this:

“In persuance of the same ob­
jective to safeguard the interests of 
the insurers and also to reduce the 
work load on the office of the 
controller it is suggested that all

insurers should be directed to insist 
that all cargoes damaged in transit 
whilst in the custody of any carrier - 
sea, air, rail or road, should be 
surveyed by an approved surveyor 
or loss assessor or adjuster who is 
not an employee of the carrier 
concerned” .

What is the present position today?

Shri N arichania: In some of these 
cases what*happens is this. Regarding 
marine and transit losses the policies 
stipulate that survey will be 
carried out by representative of the 
carrier and that report should be 
submitted. If the object of the bill 
is to minimise and stop leakage of the 
losses and also to make available 
benefit to the insurance company then 
it is better that wherever it is possi­
ble and if approved surveyor is there 
he should undertake making the 
assessment and not the Railway ins­
pector or Transport Companies* clerks 
or sea carriers staff who would merely 
very often write down the nature of 
floss which would ultimately devolve 
heavy eventuality on them. (Insurer)

Mr. Chairman: You know in every 
railway there are traffic inspectors.. 
When there is complaint they go and 
assess the loss. That is done in the 
presence of the person concerned. That 
is done on a competitive basis and 
the man accepts that.

Shri Narichania: The man accepts* 
but what about insurance companies? 
Many a time they have been asked to 
pay heavier losses.

Shri Suryanarayana: On page 5 of 
your memorandum, under section 64 
UM(2), you have said that the ceiling 
of Rs. 20t000 is too high and this will 
defeat the very object of the Bill. You 
have suggested to bring it down to 
Rs. 2,000|-. I cannot understand that.

Shri N arichaiiia: I just explained to* 
you that if the main aim is to mini­
mise losses and stop leakages, then the 
limit should be reduced to Rs. 2,000J- 
for the simple reason that marine 
claim or automobile claim hardly
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reaches the figure of Bs. 20,000]-. All 
these will be going outside the pur­
view of approved surveyors and the 
losses will be suffered by the insurers 
and there will be leakages also.

Shri Snryanarayana: Insurance com ­
panies have their own people. You 
people are not technically qualified. 
What is the speciality about your 
report? The company may also appoint 
thrie own people. How is your report 
different from their report?

Shri Nariehania: One aspect is for­
gotten. If approved surveyor is there, 
he will give a correct report on losses.
If it is done by an employee, he may 
sometimes at the dictation of his boss, 
give inflated figures. If larger amount 
is paid, that will be used for 
malpractices.

Shri Snryanarayana: You are con­
cerned only with giving a bona fide 
report. In what manner will you be 
a loser except in the matter of your 
commission?

Shri Nariehania: It is not a ques­
tion of individual surveyor losing 
anything. Our suggestion is made to 
stop leakages.

Shri Snryanarayana: You are not
technically qualified. *

Shri Nariehania: He will be as an 
example automobile qualified sur­
veyor.

Shri Snryanarayana: In what way 
your report will be different from any 
other report?

Shri Nariehania: If claims uPto
2,000 are surveyed by surveyors who 
are independent, they will be more 
faithful to the assessment rather than 
to the company.

Shri Snryanarayana: Would you
agree to the suggestion that your fee 
will be paid through the Controller?

Shri Nariehania: If there is no de­
lay, yes. I do not think any surveyor 
has any objection to that if payment 
is made promptly.

Shri Suryanarayana: So far aa I
know, insurance companies are paying 
some advances.

Shri Nariehania: They never give 
any advances. We submit our bills and 
payment is normally made in a couple 
of days.

Shri Snryanarayana: The Controller 
will give all the facilities to check up 
bills and will pay as early as possible* 
The surveyor should be a done fide 
surveyor in the interests of consumer 
also. Suppose we propose that the 
surveyor’s fees may be paid through 
the Controller, what is your reaction?

Shri Nariehania: If the object is to 
stop any malpractise, I do not think. 
Government is going to attain that by 
this process. If the surveyor is 
corrupt, even if he receives the pay­
ment through the Controller, he will 
continue to be corrupt. Government 
is unnecessarily undertaking more 
burden. That is the only result they 
will achieve.

Shri Morarji Desai: After all that
you have said would you not recog­
nise that, to solve your problema 
specific conditions and qualifications 
may be prescribed for surveyors and 
licences may be given to them? 
Then there is no question of any panel 
or anything else and nobody is done 
any injustice. It will also ensure 
proficiency in the work.

Shri Nariehania: A certificate of
practice may be issued by the De­
partment of Insurance Controller. That 
will ensure selection of good 
surveyors.

Shri Morarji Desai: Anybody can
get a certificate.

Shri Nariehania: Licences can be 
issued by the Controller to a proper 
person. Then it will naturally stop 
malpractices.

Shri Morarji Desai: Why don’t you 
prescribe qualifications for surveyors 
and there can be regular conditions.

Shri Nariehania: We have been
trying to prescribe.
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Shri Morarji Desai: What authority 

you have to do it?
Shri Narichania: We do not have

.any authority for genera] public.
Shri Morarji Desai: It is for the

Government to prescribe conditions 
and issue licenses. Only under a 
licence can one work as fc surveyor. 
Then there is no question of debarring 
anybody unless he has failed or done 
some malpractice.

Shri Narichania: What qualifications 
do you contemplate to prescribe?

Shri Morarji Desai: You can
suggest.

Shri Narichania: A Surveyor must
have undergone an examination on 
the lines of chartered accountant*® 
examination...

Shri Morarji Desai: You need not 
answer the question here and now. 
You can certainly consider this and 
then suggest to us.

Mr. Chairman: You said that you 
are going to start a training centre 
for surveyors. In that training centre 
you can prescribe syllabus and train 
students.

Shri Narichania: We are going to 
take those students who come forward 
and give them training under senior 

.surveyors so that they get sufficient 
practical experience. Besides that, 
on theory they have to pass an exami­
nation after undergoing the course.

Shri George Fernandes: You know
there is a proposal on the part of 
insurance companies to set up a sur­
vey agency of their own. Do you know 
fenything about that?

Shri Narichania: I am not aware of
that

Shri George Fernandes: If there is 
such a proposal, what is your reaction 
to that?

Shri Narichania: That may be eco­
nomical to the insurance companies. 
But one has to examine how far they 
will operate on a healthy manner and 
how far they will have the confidence 
of the insured and how far it is going 
to stop leakage.

Shri George Fernandes: The Deputy 
Prime Minister asked you about the 
qualifications of the surveyors. In the 
case of marine cargo non-delivery, it 
is generally the port officer who makes 
the report. That is the flnfcl report 
and there the surveyor does not 
come in.

Shri Narichania: In the case of
marine losses such as non-delivery it 
is not necessary for a surveyor to 
make a report. The certificate issued 
either by the shipping compfcny or 
the shipping agent or by the port 
authority is accepted by the insurance 
company and on the basis of that 
claims are settled now.

Shri George Fernandes: It will be 
difficult to lay down any qualifications.

Shri Narichania: It will be futile
for the Government to provide in the 
Bill that in all cases there should be 
a survey report. It will be waste of 
time and money to insist for a survey 
report in cases like non-delivery.

Certain classes should be excluded 
from the domain, of approved survey 
us because they may not be conver­
sant with it

Mr. Chairman: Thank you,
gentlemen.

(The witnesses then withdrew)
The National Employers9 Mutual
General Insurance Association, New 

Delhi.
Spokesmen:

(i) Shri M. L. Pasricha—Manager 
for Indtat

(ii) Shri V. P. Mehta—Branch 
Manager, Delhi.

(iii) Shri R. Mahsadev—Office 
Manager, Bombay.

(The witnesses were called and they 
took their seats).

Mr. Chairman: Kindly introduce
your members.

Shri Pasricha: I am M. L. Pasricha, 
Manager for India.
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Shri Mehta: I am V. P. Mehta,

Branch Manager, Delhi.
Shri Mahadev: I am R. Mahadev, 

Office Manager, Bombay.
Mr. Chairman: I want to bring

to your notice that your evidence and 
your memorandum become public 
documents and can be seen by anybody 
-and we publish it also. But if you 
have any objection to any part of your 
memorandum or any part of your 
evidence to be treated as secret, you 
will indicate during the course of the 
♦evidence what you want to be treated 
as confidential. That will be known 
only to the Members of Parliament, 
not to the outsiders.

Shri Pasricha: No, Sir. There is
nothing to hide.

Mr. Chairman: Your whole case is
summarised on page 3 of your
memorandum.

Shri Pasricha: Yes, Sir.
Mr. Chairman: Up to what extent 

are you exempted at present?
Shri Morarji R. Desai: You have

no deposit?
Shri Pasricha: We have deposits

•equal to any other.
We are exempted from the rates 

and terms and conditions of tariff.
Shri Morarji R. Desai: What is

your net premium income?
Shri Pasricha: About 36 lakhs of 

rupees.
Mr. Chairman: In India?
Shri Pasricha: Yes.
Shri Morarji E. Desai: Why don’t

you deposit 20 lakhs?
Shri Pasricha: We are prepared to 

deposit 20 lakhs. We have exemption 
from tariffs.

Shri Morarji R. Desai: Why do you 
want exemption from tariffs?

Shri Pasricha: As we are & mutual 
organisation.

Shri Morarji R. Desai: But why
should your tariff be different from 
others?

Shri Pasricha: It is for the benefit of 
the consumers. We do not want to 
retain anything for ourselves.

•Shri Morarji R. Desai: Whom do
you insure?

Shri Pasricha: All classes of per­
sons.

Shri Morarji R. Desai: What does
that mean?

Shri Pasricha: Mainly we do motor 
vehicle insurance. Our main portfolio 
is motor. From Government ser­
vants, civil servants . . .

Shri Morarji R. Desai: Only cars?
An hon Member: Also trucks?
Shri Pasricha; No trucks. Cars, 

motor vehicles, own goods carriers 
but not commercial.

Shri Morarji R. Desai: Not com­
mercial.

Shri Pasricha: Not as much. There 
are only own-goods carriers or publio 
transports, those belonging to public 
institutions, schools and colleges, me­
dical institutions, but not public haul­
age vehicles as passenger buses ply­
ing on the road.

Shri Suryanarayana: Are you
{authorised to represent here before 
this Committee?

Shri Pasricha: Yes, Sir.
Shri Suryanarayana: On behalf of 

the London company?
Shri Pasricha: Yes, Sir.
»hri Suryanarayana: Did you con­

sult your London office on this parti­
cular occasion? Is this memorandum 
prepared by you approved by them?

Shri Pasricha: Yes. It has their ap­
proval. It was submitted to them 
for their comments.

Shri K. Chandrasekharan: Under
the Insurance Act no distinction
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been made in section 2 among mutual 
concerns or co-operative concerns or 
private sector concerns? You know?

Shri Pasricha: Yes.
Shri K. Chandrasekharan: There

have been 19 amendments of the In­
surance A ct Up till now you have 
not pleaded that you should be treat­
ed in a different manner.

Shri M, L. Pasricha: Under the ex­
isting Act, that is the parent Act 
provision does exist for exemption. 
Under explanation to Section 64 (O) 
ve are getting this exemption.

Shri EL Chandrasekharan: You are
aying that this is a sort of differential 

treatment so far as mutual concern is 
concerned.

Shri M. L  Pasricha: Under the
parent Act as it exists today we have 
been enjoying exemption. Because we 
are a mutual concern we have been 
pleading for that.

Shri K, Chandrasekharan: What ex­
actly you want with regard to the 
proviso to Section 64 UC (1).

Shri M. L. Pasricha: The present
proviso that exists under Sec. 64(UC)

. (1) where the Advisory Committee 
may grant exemption...

Shri 1L Chandrasekharan: It is only 
for a temporary period of 2 years.

Shri M. L. Pasricha: I am going 
through the section line by line. Why 
we want an amendment to Sec. 64 
(UC) is firstly it is in the hands of 
the Advisory Commitee to grant ex­
emption. Before the Advisory Com­
mittee could approve, it has to refer 
the case to the Central Government 
and after the Central Government has 
approved it  then they submit it back 
to the Advisory Committee and a de­
cision can only be made by the Ad­
visory Committee upto the extent 
which the Controller ratifies. Since 
every decision of the Advisory Com­
mittee is to have prior sanction of 
the Controller of Insurance or ratifi­
cation by the Controller, It is submit­

ted that it would be a more efficient 
and streamlined procedure if the de­
cision is left to the Controller of 
Insurance to exempt a particular in­
surance company, and he would be a 
more competent person to take such 
a decision. Secondly, this permission 
is sought to be different from the 
companies who form the absolute 
majority in the Advisory Committee 
that is, the tariff companies. It is only 
equitable and just that this request 
for permission under the provisa 
should be left entirely in the hands 
of the Controller of Insurance who 
can consider this in a detached and* 
more unbiassed manner.

8hri K. Chandrasekharan: Would
you like this mutual concern to be 
treated on par with the co-operatives?

Shri M. L. Pasricha: 1 do not know 
what the Co-operative Insurance Act 
says.

Shri K. Chandrasekharan: You
know the working of the Co-operative 
Insurance company?

Shri BL L. Pasricha: Yes, I do. But 
ours is slightly different in a lot of 
ways, in their operations.

Shri K. Chandrasekharan: So far as
the mutual companies are concerned 
you only know the insurance Act.

Shri M. L. Pasricha: Yes, Sir.
Shri K. Chandrasekharan: So far as

co-operatives are concerned, they also* 
come under the Co-operative Societies 
Act.

Shri M. L. Pasricha: That is right 
But they do of course declare divid­
ends. We do not.

Shri K. Chandrasekharan : Do you
think there is any difference between 
the existence and the possibility of 
malpractices in co-operative concerns,, 
mutual concerns and private sector 
concerns?

Shri M. L. Pasricha: We would no* 
know, Sir.



Shri K. dundrasekharan: you are
not able to answer that question.

Shri M. L. Pasricha: I do not know,
Sir.

Shri Morarji Desai: Would you sug­
gest that the power of giving exemp­
tion should vest in the Central Gov­
ernment and not in the Advisory 
Committee? That is all that you 

want.

Shri M. L. Pasricha: Yes, Sir. The 
proviso as it exists now only gives 

permission in respect of rates to be 
different from what the Advisory
Committee fixes. What we say is that 
perhaps this is all right for other com­
panies who have been having their 
own rates different from those of the 
tariff companies. We do not operate 
in this manner in this country.

Shri Morarji Desai: But if it in­
cludes advantages and also the terms 
and conditions, then you will be
satisfied?

Shri M. L. Pasricha: We will be
satisfied, Sir. There is also a third 
poin.. This exemption would be limit­
ed in respect of particular categories 
of risks. That is in line 12 of page 
41. We have explained it in detail 
in our memorandum. Any restriction 
on the categories of risks that an in­
surer should undertake would be 
highly harmful to the organisation.
One can understand that if an insurer 
undertakes a new class of business, 
his financial strength has to be verified 
and additional deposits are required 
under the parent Act. Under the 
proposed amendment, the deposit of 
the insurer is fixed irrespective of the 
number of classes of business he may 
transact. It is not equitable or just 
to restrict his activities to any parti­
cular class or .particular category. 
This would amount to discrimination.

8hri Morarji Desai: I do not think 
so. You are already getting benefits 
and advantages which you would not 
otherwise get.
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Shri M. L. Pasricha: Advantages
and benefits are enjoyed by the con­
sumer.

Shri Morarji Desai: By the com­
pany more than the consumer. Other­
wise you would not make profits.

Shri M. L. Pasricha: That is because 
of our selective under-writing. That 
is how we make a profit in respect of 
motor car insurance which other in­
surers do not. I have to submit a 
small note which has given the figures 
of our under-writing for the last 4 
years.

Shri George Fernandes: Do you get
any business from the Government 
of India or any of the State Govern­
ments?

Shri M. L. Pasricha: We do not get
now. They do with the LIC.

Shri George Fernandes: Since the 
LIC came into being your business 
has dropped down.

Shri M. L. Pasricha: Yes, Sir.
Shri George Fernandes: You have 

just now distributed your views re­
garding Sec. 64 UC. Here you have 
also appended the business results for 
the last 4 years. Could you tell us 
the profits that were sent home during 
the last 4 years?

Shri M. L. Pasricha: Since 1965 no 
profits have been sent home.

Shri George Fernandes: Any parti­
cular reason?

Shri M. L. Pasricha: We have been 
investing here to increase our assets 
in India.

Shri George Fernandes: On paper 
the remittance of profits does take 
place. Any way the parent company's 
holdings in India are increasing. Have 
you sent any amount in 1964?

Shri M. L» Pasricha: in 1964,
Rs. 2,69,000 was sent.

Shri George Fernandes: You say om 
page 2 of this memorandum of the 
first set.
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‘The N.E.M. has been operating in 

India for over 40 years as an inde­
pendent office and since 1951 has 
been granted independent status 
and earnestly hopes that the above 
reasoning will be appreciated,”

What is meant by independent 
status?

Shri M. L. Pasricha: This is ex­
planation to Sec. 64 (O) of the parent

Act
Shri George Fernandes: You have

also sent a copy of the Beport and 
Accounts for 1967 of the parent com­
pany. Here the Chairman’s state­
ment on page 11 says:

“For the Parent Company con­
ditions in the United Kingdom re­
mained difficult A full year’s bur­
den of the Selective Employment 
Tax had to be absorbed and the 
effect of inflation on claims settle­
ments and repair costs caused con­
cern.”

Then, further down below the Chair­
man states:

“Approximately fifty per cent of 
our non-life business is now obtain 
overseas and I am happy to report 
that this made a most satisfactory 
contribution to the year’s results.”

In other words, the parent company 
apparently depends to a very large 
extent to show substantial profits on 
their overseas business.

Shri M. L. Pasricha: Yes, Sir. Over 
50 per cent of the business is done 
overseas.

Shri George Fernandes: All the
shareholders, the members, are the 
beneficiaries.

Shri M. L. Pasricha: Yes.

Shri George Fernandes: Your
Chairman has stated that approxi­
mately fifty per cent of our non-life 
business is now obtained overseas 
and I am happy to report that this 
made a most satisfactory contribu­
tion to the year’s results.

Shri Morarji Desaft: Why not ask a
specific question whether the profits 
made here are remitted to England?

Shri George Fernandes: I have al­
ready asked and got the reply. For 
the last years they have not done 
that

Shri Morarji Desai: Before that
they did send.

Shri M, L. Pasricha: Wc give addi­
tional benefits in the form of in­
creased policy coverage.

Shri George Fernandes: In 1964
you sent home 2 lakhs and odd. 
Afterwards the profits have been 
added to the gross assets of the Com­
pany.

Shri M, L. Pasricha: Strengthening 
our resources in the company.

Shri George Fernandes: Who bene­
fits—the coming generation of in­
sureds?

Shri M. L. Pasricha: Even members 
of today get the benefit.

Shri George Fernandes: Some may 
not renew their policies with you.

Shri M. L. Pasricha: Some also
come in.

Shri George Fernandes: So the
new generation will stand to benefit. 
Ultimately the benefits are enjoyed 
by the new policyholders. But, here 
is an interesting note by your Chair­
man, Stanley Bell: on page 12 of 
your Report—Despite political trou­
bles in certain territories, all our 
branches overseas have cheerfully 
gone about their business and made 
their contribution to our overall re­
sults. Does it refer to India also?

Shri M. L. Pasricha: I don't think 
he refers to India; he made the state­
ment after considering the figures all 
over the world.
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Shri K. Suryanarayana: Your com­
pany is managed by the policy-holders 
and the benefits go to the policy hol­
ders. Barring motor insurance, have 
you distributed profits in respect of 
marine, fire etc.?

Shri M. L. Pasricha: We give in­
creased coverage. For fire we follow 
tariff rates. There is no bonus on fire. 
It would be detrimental to the interest 
of industry if we were to give bonus. 
That would be amounting to cutting 
rates. Tt would in fact start a rate 
war or bonus war. We have to fol­
low the rates terms and conditions 
which are registered with the Con­
troller of Insurance.

Shri K. Suryanarayana: On non­
tar iif rates you are making profits. The 
Controller is probably not aware of 
all these things. The rates are not 
going to be enhanced for the benefit 

-of companies. The idea is to bring

down all the premiums. Why not you 
meet the Controller and explain your 
points to him? You can represent 
to him about this fact that on non­
tariff rates you are making profits.

Shri M. L. Pasricha: The Controller 
is aware of all these things.

Shri K. Suryanarayana: Whether it 
is a cooperative company or a capi­
talist company, everyone is asking 
the benefits in the interest of policy­
holders. But the Controller is in 
charge of all these companies. He 
also wants to safeguard the interests 
of the policy-holders. Why don't you 
meet him and convince him about 
your points?

Shri M. L. Pasricha: In cooperative 
companies there is shareholding and 
they declare dividends. That is not 
the case with us.

Shri K. Suryanarayana: In spite of 
that you are not giving any benefits 
to the policy-holders.

Shri M. L. Pasricha: The positive
incentive we give is greater coverage. 
In the case of motor policies . . .

Shri K. Suryanarayana: Leave that 
instance. All the companies are giving 
on motor policies. How many non­
tariff companies are working in India?

Shri M. L. Pasricha: About 5 or 6.

Shri K. Suryanarayana: All of them 
are making profits, I think.

Shri M. L. Pasricha: We are the
only company having re-insurance 
arrangements.

Shri Morarji R. Desai: You said 
that all the policy-holders are mem­
bers of your Association. That is the 
distinguishing mark of your Associa­
tion. Isn’t it? All the Directors are 
from Lonndon though the Company 
exists here?

Shri Pasricha: We have not con­
stituted a Local Board here.
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Shri Snryanarayana: The existing 

policy holders will decide the fate of 
the ex-policy holders? What is the 
meaning of the General members? 
General body mefcns Just like our pub. 
11c meeting.

Shri Morarji R. Desai: I think
this will have to be very seriously 
considered whether this should con­
tinue working on these terms, or not. 
This I must tell you very frankly. I 
did not realise this at all until today.

Shri Pasricha: It offers employ­
ment. ..

Shri Morarji R. Desai: Either you 
change your conditions.

Shri P. Ramamortl: You said that 
the premia that is collected in this 
country is the total profit for that 
year. During the last three years you 
have not remitted profits?

Shri Pasrieha: No, Sir.
Shri P. Ramamurti: Have you made 

any investments out of the profits 
during this period in India? What are 

-they? ,

Shri Pasricha: Investments made 
•are approximately worth Rs. 44 lakhs.

Shri P. Ramamurti: What is the 
type of investment?

Shri Pasricha: Government securit­
ies Rs. 13 lakhs----

Shri P. Ramamnrtt: What is the 
total profit you have remitted to U.K. 
from the beginning up to this year?

Shri Pasricha: That figure is not
readily available with us here. I can 
tell you later.

Shri Humayun Kabir: What is the 
figure for 1982, 1963 or 1064?

Shri Pasricha: For 1962, 2 lakhs 55 
thousand.

Shri P. Ramamurti: What is the per­
centage of the premia for the Head 
Office expenses?

Shri Pasrieha: It is book entry. Five 
.per cent.

An hon. Member: What are the Head 
Office expenses?

Shri Pasrieha: Supervisory staff is 
there.

Shri Mrityunjay Prasad: You said
that you give rebate or additional ad* 
vantage to policy holders out of the 
profits. But you have confined it 
mainly to motor insurance?

Shri Pasricha: Also fire. We give 10 
per cent official cut.

Shri Mrityunjay Prasad: Does the
insurance company give bonus?

Shri Pasrieha: Yes.
Shri Mrityunjay Prasad: Secondly, 

as an insurance man you can give 
some suggestions as to what is the 
real difficulty, in running your show 
yourself without depending upon 
your Head office because you are the 
Manager for India...

Shri Pasricha: It cannot be denied, 
Sir, that UK certainly gives us a fair 
amount of technical advice, and on 
selection of business, etc.

Shri Mrityunjay Prasad: Then in
that case, do you refer under-writing 
cases to your Head Office, or do you 
do that yourself? Approximately i* 
how many cases you seek Head office 
guidance?

Shri Pasricha: Difficult cases are 
referred to the Head Office, as also 
the drafting of policies.

Shri Mrityunjay Prasad: But thea
you have confined your business to a 
very limited variety of insurance.

Shri Pasrieha: Very limited class.
8hri Pasrieha: About 10 per cent.
Shri Mrityunjay Prasad: That is

the only thing which depends upon 
England. The rest you are managing.

Shri Pasrieha: Yes. It is a fairly
autonomous branch otherwise.

Shri B. S. Sharma: In reply to Dy. 
Prime Minister's question you stated 
that all your Directors are foreigner
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m4 there is not a tingle Indian Direc­
tor. I And that the Auditors are also 
foreigners for auditing the accounts 
of Indian branches. Can’t you have 
Indian auditors for Indian branches.

Shri Pasricha: They are Indian
auditors.

8hrl B. 8. Sharma: You have not 
mentioned it here. One thing more— 
are all the officers of the Indian 
branches Indians or foreigners?

Shri Pasricha: All are Indians in all 
the branches. It is completely Indian- 
ised.

Ihrl Morarji Desai: Let the money 
also remain here.

Shri Pasricha: It has been retained 
since 1964.

Shri Kothari: Why do not the Indian 
Policy holders share the benefits 
which accrue in the U.K. because all 
the Policy holders are at par.

Shri Pasricha: That is what is done.
Shri Kothari: Is there any instance 

when money has come from U.K. to 
this country for such distribution?

Shri Pasricha: When any invest­
ments are required and we do not 
have any money they do remit.

Shri Kothari: I am talking of
the profits. I am not talking of 
investments. 6o, it is only one way 
traffic then.

Mr. Chairman: Thank you very 
much, gentlemen.

(The witnesses then withdrew)
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Indian Insurance Companies Asso­
ciation, Bombay (Representing the 
entire General Insurance Industry in 
India composed both of Indian and 
non-Indian companies)

Spokesmen:

(i) Mr. D. Hammond Giles, chair­
man Overseas Insurances’ 
Association.

(ii) Shri P. U. Patel, Chairman 
Special Advisory Committee.

(iii) Shri K. P. Mody, Chairman 
Indian Insurance Co. Asso­
ciation, Calcutta.

(iv) Shri Himmatlal V. Gandhi, 
Vice-chairman, Special Advi­
sory Committee.

(v) Shri S. K. Desai, Technical 
Adviser.

(vi) Shri £. K. Srinivasan, Chair­
man Indian Insurance Co. 
Association, Madras.

(vii) Shri C. M. Teliwala, Chairman 
Indian Insurance Co. Associa­
tion, Bombay.

(viii) Shri G. V. Kapadia. Technical 
Adviser.

(Witnesses were called in and they 
took their teats)

Mr. Chairman; The evidence that 
your tender is likely to be published 
and it may be published in the news­
papers also. If you want any part 
of your memorandum or evidence to 
be kept confidential, you may indi­
cate it, but even then H is likely to 
be made available to Members of 
Parliament

Start Patel: We have no objection 
if it ia treated as public.

Mr. Chairman: If you would like 
to add to the points mentioned in 
your memorandum you may do ao.

Shri Patel: With your permission 
I would like to read out a short note 
which would highlight the important 
points.

Mr. Chairman: That would come 
out when questions are asked. At 
that time you can elucidate the 
points.

Shri S. 8. Kothari: Is it the prac­
tice for insurance companies to pur­
chase shares of new industries or 
new companies which have been 
floated, and if so, how will the pro­
visions of this BiU affect such in­
vestment?

Shri Patel: There have been quite 
a few concerns started in recent years; 
these companies are potential growth 
stocks, but under the conditions of 
the Bill as they stand today, we can­
not go in fbr these Investments be­
cause the period stipulated is 7 years 
out of the immediately preceding 8 
or 9 years. If the period is shortened, 
we can certainly avail ourselves of 
this opportunity.

Shri 8. S. Kothari: Cannot the 25 
per cent provided for investment in 
unapproved securities or investments 
be used for the purpose of buying 
shares in new companies?

Shri Patel: Tea, wfc are permitted 
to invest 25 per cent in unapproved 
investments. But that would not be 
adequate in the case of a large num­
ber of insurers. It is all right in the 
cage of very large companies, but in 
the case, of the majority of insurers, 
that limit of 25 per cent would not 
meet the situation.
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Shri 8. S. Kothari: Do you have

any suggestions in this regard?
Shri patel: We have suggested the 

shortening of the qualifying period to
3 years, three out of the immediately 
preceding 4 or 5 years.

■»
Shri S. S. Kothari: Why should not 

the commission on marine and fire 
business also be reduced to bring it 
on a par with the commission on other 
business, say 5 per cent or 4 per cent 
or 3 per cent? I think that that would 
bring about a healthy atmosphere in 
the trade.

Shri Patel: Actually, there is all the 
case for it, but we did not refer to it 
specifically because the Bill has left 
that untouched. As you know, marine 
business is notoriously unprofitable 
and so is motor business because of 
the conditions existing today. There 
is all the case therefore for reducing 
the rates of commisssion payable on 
that business also.

Shri S. S. Kothari: Would the com­
mission on the Blab basis envisaged in 
the Bill be workable?

Shri Patel: There are so many
difficulties. Let me give one iUustra- 
tion. Suppose there is a textile mill. 
It is customary for people to place 
this business with half a dozen or a 
dozen different companies through 
different agents. The insurance policy 
is not a oonstant document because it 
is subject to so many changes because 
of changes in rates of premia, change? 
due to so many other reasons; and 
so endorsements have to be passed 
throughout the year and the quan­
tum of premium fluctuates. The re­
sult is that unless the first 12 months 
are over, we cannot possibly find 
out the net premium on that particu­
lar risk. At the same time we cannot 
pay the agent his commission till his 
pro rata share is also ascertained. 
The whole process would tfcke some­
thing like 14 to 15 months before an 
agent could be paid.

Shri 8. S. Kothari: It takes 14 to 15 
months?

Shri Patel: In the case of these big 
risks, endorsements have to be passed 
every now and then, and the total 
sums insured keep on fluctuating, and 
the total premium keeps on fluctuat­
ing. Since there are two slabs, a 
commission of 10 per cent in one stab 
and 5 per cent on the next slab we 
shall have to collect information from 
all the insurance companies sharing 
in that particular risk, and ascertain 
the pro rata share of every agent, and 
then only we can determine the com­
mission payable. Obviously it will 
take anything more than 12 months.

Shri 9. S. Kothari: Would you
like a uniform basis, a single slab, 
whatever figure Government might 
decide upon, say 5 per cent or 6 per 
cent for all classes of insurance?

Shri Paid: We would welcome a 
flat rate of commission and not a slab 
basis.

Shri S. S. Kothari: Assuming that 
Government accept the idea of a 
board of insurance at what stage 
would you like that to exist, at the 
appellate level or at the controller’s 
level?

Shri Patel: We would like the 
Board of Trade to be associated from 
the start.

Shri S. &. Kothari: Not the board 
of trade but the board of insurance.

Shri Patel: Yes, a board of trade 
or insurance or whatever you may 
like to call it, composed of very senior 
officers. We would like the controller 
before taking any weighty decision to 
consult his colleagues on that board, 
havp their approval and then act, so 
that we shall feel that mature con­
sideration has been given before a 
particular decision is arrived at. There­
fore, it is essential that it should start 
from the beginning.

Shri S. S. Kothari: Would it be on 
the lines of company law board?

Shri Patel: The company law board 
is concerned only with payment of 
remuneration of the principal officer 
and that is all that it does so far as 
the insurance industry is concerned. 
But the board that we visualise is a
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board.which would dctel with every­
thing, with anything arising out ot 
sections 84 to 34H or any other sec­
tion of the Act But I am mentioning 
these sections specifically because they 
deal primarily with the powers of the 
Controller of Insurance.

Shit Kothari: Would you favour a 
blanket provision making applicable 
to UC all the provisions applicable to 
general insurance?

Start Patel: That seems to be the
only solution. We are working in 
the same market and it is absolutely 
necessary that UC so far as its general 
department is concerned must be sub­
ject to the same rules and regulations 
and limitations that we are subject to. 
I%at - alone can promote healthy 
growth.

Start Kethtfri: The DPM says that 
they -will apply. '

Start P. Ramamurti: There is no
exemption given in the Bill. '

Shri Kothari: If the Board of In­
surance is there, do you still bfcve 
objection to the Controllers powers 
as envisaged in the Bill? .

Start Patel: The powers of the
Controller are far too. wide, and fr 
certain cases, go beyond the existing 
practice, so far as the banking law 
is concerned. In cL 37, sec. 110S, cer­
tain sections which would apply to 
LIC are mentioned but others are not

Start MomU Deal: Whet are the
other things not applying?

Start George Fernandes: What is
your difficulty about 110B?

Start Patel: Certain sections which 
apply have been mentioned while sec­
tions 940, 40A, 40C, 101A & B are not 
mentioned:

Shrt P. mimunurtl: A reading of
that section shows that H does not 
mean that the other sections are not 
applicable.

Start Morarji Deaal: LIC is abso­
lutely under the control of Govern­
ment whereas you are not. Therefore, 
you have to be brought under thin 
control. But LIC is all the #hile 
under greater control than you, even

in spite of this. You are not under 
that degree of control. LIC has no 
advantage over you in this matter at 
all.

Shri Balgovind Vernu: There is * 
general apprehension among the 
general public that malpractices are 
going on in insurance business and in 
order to eliminate undesirable prac­
tices, regulate the business, restrict 
voting right, regulate investments, 
confer powers on the Controller to 
ensure sound and healthy functioning 
of the business, the Bill has been 
brought forward. Still you say in 
your memorandum that unless basic 
modifications are made, it would be 
difficult for insurance to play its right­
ful role in the development of the 
country. You also say that certain 
measures envisaged here would ham­
per you from doing service. How 
have you arrived at this conclusion?

Shri Patel: We <are entirely one
with Government in placing the in­
surance industry on healthier lines. 
But take the powers sought to be 
vested in the Controller. First, the 
management of an insurance company 
or the board of directors, who are 
responsible for its working, would 
have no power to grant any increment 
or to appoint anyone or to terminate 
the service of a specified category, 
while it will be open to Hie Controller 
to remove anyone, appoint anyone 
without also assuming the functions of 
an administrator. l5ie board Is ren­
dered so powerless that it has no right 
to recognise merit, to terminate the 
employment of a disobedient em­
ployee. Such a board cannot function 
efficiently

Secondly in the matter of claims, 
the Controller is empowered to fix a 
sum smaller or larger than what Is to 
be paid after the receipt of the sur­
veyor’s report. If the Controller is 
given this power, the insurers cannot 
act with proper initiative. It would 
be very difficult tor them in day- to 
day transactions to take the initiative 
to settle claims for fear that somebody 
else will intervene Then again, claim* 
are paid all the world over in certain
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circumstances on an ex gratia basis; 
where there may be some doubt as to 
the company’s liability to pay a parti­
cular claim, in order to avoid litiga­
tion and so many things, it may make 
ex gratia payments. If such a pay­
ment is made after this Bill is passed 
and if the Controller has the right to 
say ‘No, you have done something 
wrong’, there will be an Atmosphere 
of doubt and hesitation and the insured 
will suffer because settlements will 
not be quick.

Shri Balgovind Verma: Firstly, you 
fear undue interference from the Con­
troller in your activities; secondly, you 
think that he may remove any director 
as he likes. I wonder whether this 
will happen as you envisage. The 
Controller will act on his own judg­
ment. He will not be interfering ir. 
your day to day working unless he is 
sure that something has gone wrong. 
If he finds that one or two directors 
are not acting as per rules, he has 
every right to remove them. What Is 
the objection?

Shri Patel: After all, this is all
ther* in black and white in the statute. 
The possibility of the powers being 
misused by someone cannot be com­
pletely ruled out. We have nothing 
against any particular individual, but 
we cannot expect good Controllers In 
perpetuity. We are concerned with 
the institutions and the powers that 
are there.

Shri Balgovind Verma: Why only
see the dark side? Why not see the 
bright side also?

9 M  Patel: We are being realistic.
Star! Balgovind Verma: Does it

mean Government are very unrealis­
tic?

Shri Patel: I cannot say that.
Rhri Man Singh Varma: In yeur 

memorandum, on page 5, in regard te 
clause 17, section 37A(2), you say that 
the remuneration of the insurer can&pt 
be guaranteed. You mean that yen* 
have no Objection if an employee gets 
much less than what he was getting
IMlUft B f

Shri Patel: That is not the submis­
sion of the entire industry. That is 
a submission perhaps by somebody 
else from Calcutta.

Shri Man Singh Varma; Don’t you 
represent the whole industry?

Shri Patel: We are here on behalf 
of all the associations in India, includ­
ing the Overseas General Insurance 
Association. That is a memorandum 
submitted by those in Calcutta, I be­
lieve. . .

Shri Beni Shankar Sharma: You re. .
present all the insurance companies in 
India. Will you let us know what is 
the capital invested by all these com­
panies and what is the average annual 
premium that you get in India? '

Shri Patel: The average annual
prmiuin according to the latest esti­
mate, is about Rs, 78 crores to Rs. 80 
crores.

Shri Beni Shanker Sharma: In-
cludin the overseas companies?

Shri Patel: Yes; including that, it
would be of the order of Rs. 80 crores.

Shri Beni Shanker Sharma: I would 
like to have the figures separately for 
the Indian companies and the overseas 
companies. You may send them later 
on, if you do not have them now.

Mr. Giles: The overseas companies
have Rs. 20 crores of the total market.

Shri Beni Shanker Shanna: You
have complained vehemently against 
the powers given to the Controller 
and perhaps according to what you 
have said, even Tughlak would have 
been ashamed to assume those powers. 
In reply to the question put by my 
friend Shri Kothari, you have said 
that you will be satisfied if there is 
a Board of Insurance Industry. Would 
you like the Controller to be control 
led by that Board of Insurance Indus­
try, or, should it be only like an ad­
visory body?

Shri Patel: I would not use the
word “control”

Shri Beni Shanker , Sharma: You
would like Win to be guided.

Shri Patel: He would be guided by
the advice of very snior oe lta# *  on 
that Board
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Shri Beni Shanker Sharma: Accord­

ing to you, what should be the con­
stitution of that Board?

Shri Patel: There is no exact paral­
lel. There is a Board of Trade in the 
United Kingdom; it deals with so 
many other things besides insurance. 
What we have in view is the constitu­
tion of a Board of Insurance com­
posed of very senior and experienced 
officials of Government.

Shri Beni Shanker Sharma: Would 
you like a representative of the trade 
to be associated with that Board}

Shri Patel: If the Government so 
desire, we should very much welcome 
it,

Shri Beni Shanker Sharma: Aa re­
gards the deposit of Rs. 2 million, you 
have suggested that it should be one 
million. So far as we are concerned, 
we are against monopoly and, at the 
same time, we do not like that the 
power should be concentrated in a 
few hands. Do you think that if this 
two million is retained, the power will 
be concentrated in a few hands and 
the smaller companies will go out of 
business?

Slui Patel: Yes, Sir; because the
present position, as you know, is that 
it is 1,50,000 and 3,80,000 which is 
suddenly stepped up to 10 lakhs. 
According to the Government it is 
being stepped up to 20 lakhs. I know 
that it is payable over a period of 
years by instalments but it would cer­
tainly cause very great hardship to 
certain companies who are operating 
very efficiently and economically and 
who are the strength to the Indian 
insurance market. This deposit busi­
ness is a sort of deterrent. If I do not 
deposit a certain sum of money, I 
cannot do insurance business. Origi­
nally, the sum was much smaller; in 
1950, it was fixed at the present level. 
In the case of smaller, medium-sized 
companies, 10 lakhs may give strength 
and may go for the protection of the 
policy-holder, but for the big institu­
tions 10, 20 or 30 would not make 
any difference. It will not improve 
the solvency of a very big insurer. At

the same time, it would create diffi­
culty for the other people and it will 
not solve this question.

If I put it in the right way, in the 
United Kingdom and in a country 
where much bigger risks are under­
taken, very much higher premium 
is under-written, the requirement of 
capital is £  1,00,000 and a margin of 
£  50,000, and at the old rate Of about 
Rs. 13 a sterling, it would be in a 
sense a sum of Rs. 20,00,000, both 
combined. That is why we suggest a 
deposit of Rs. 10 lakhs and a solvency 
margin of Rs. 10 lakhs.

Shri Beni Rhanker Sharma: You are
speaking for the bigger companies, 
which brings us to the question of 
amalgamation. If a company is not 
able to function properly and not able 
to deposit the required money, that 
company shall have to be amalgamat­
ed with another company. In the 
present Bill, there is no provision for 
the consent of the transferee company 
or the transferor company. Would 
you like that both the transferee and 
the transferor companies should volun­
tarily unite or otherwise?

Shri Patel: Voluntarily, two people 
combining, there can be no objection 
whatsoever. But here is a situation 
where somebody is being forced on 
somebody else. That means a good 
company will suffer as a result It 
would be easier perhaps to cancel the 
registration of an insurer who is un­
able to meet his obligation, but that 
amalgamation should be resorted to 
only when a company is unable tu 
meet those liabilities. That company, 
if It is amalgamated with a good com­
pany, would spoil the position.

Shri Beni Shanker Sharma: The
Controller has the power to ask any 
company to take in some other com­
pany which is a weak company. If 
the transferee company is not agree­
able, what remedy will you suggest? 
That company cannot go on. That is 
evident. That company has got to be 
amalgamated with some o<her com­
pany with which it oould carry on?
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Shri Patei: My submission is that 

keeping that company alive will not be 
a very great help to the market.

Shri Beni Shanker Sharma: Every­
body has a right to exist.

Shri Patel: We do not mind that
they should exist, but the amalgama­
tion part of it would worsen the posi­
tion.

Shri Beni Shanker Sharma: What
will be your alternative suggestion?

Shri Patel: Cancel the registration; 
if it is not acceptable, then the Gov­
ernment can take it over.

Shri Beni Shanker Sharma: As re­
gards clause 4—application of sec­
tion 6A—sub-section (7), which says 
that where the total paid-up holding 
of any person in the shares of a com­
pany exceeds five per cent of its paid- 
up capital where that person is a 
banking company or an investment 
company, or ten per cent of its paid- 
up capital in any other case, he shall 
dispose of the excess holding of shares 
within three years from such com­
mencement and so on, what is your 
reaction to it? We are restricting 
your voting right, land at the same 
time, we ask you to dispose of the 
excess shareholdings.

Shrf Patel: Our reaction is very
plain and simple. If the voting rights 
are restricted, keeping the share­
holdings undisturbed would not do 
much harm, but what is more, the 
people who have shares with them 
would find it extremely difficult to 
unload the shares on the market which 
is not insurance conscious. Without 
achieving much, we would be creating 
a difficult position for these people.

Shri Beni Shanker Sharma: What
motive do you think Government had 
in putting this ceiling on excess hold- 

•ings?
Shri Patel: Government's objective 

ii dispersal of economic power. But 
ben ami shareholders can always 
be created. The solution is not so 
simple

z Shri Mrityunjay Prasud: Amalga­
mation affects the employees very 
much. Suppose a company which is to 
be amalgamated is not doing well be­
cause of its mismanagement like ex­
ceptionally high salaries being paid 
to the employees. The transferee com­
pany might be paying much lower 
scales to its own employees. The 
emoluments are guaranteed according 
to this present amendment. How to 
integrate the two groups of employees 
so that there may not be any heart­
burning?

Shri Patel: The relative section
protects only those who are covered 
by the Industrial Disputes Act and not 
those who get very high salaries. The 
transferee company is under no obli­
gation so far as highly paid officials 
are concerned. Suppose there is a 
company B with which company A is 
to be Amalgamated. The scales of pay 
may be different in the two companies. 
B may be running efficiently and yet 
find it difficult to comply with section 
40C. There are certain measures pre­
scribed for those who do not comply 
with section 40C. If a company which 
complies with section 40C with great 
difficulty is called upon to look after 
another company and its employees, 
that would create hardship.

Shri Mrityunjay Prasad: You said 
that if a company is not doing well 
and if no company is prepared to 
accept it. Government should accept 
it. In what way should it be done?

Shri Paiel: Just as Government
is creating corporations to take over 
sick units of certain industries, in this 
case also Government can devise ways 
and means of taking over such com­
panies by forming corporations.

Shri Mrityunjay Prasad: There is 
a suggestion that surveys should not 
be automatic in cases of claims below 
Rs. 20,000. What is your view?

Shri Patel: We fully appreciate the 
reasons which have made Government 
put in this provision; There is only 
one thing to which objection can be 
taken so far as claims below Rs. 20,000 
are concerned. That Is, payment of
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fees to other persons is barred. That 
would create practical difficulty. Sup­
pose there is an Accident or fire 200 
milts away and there is no iapproved 
surveyor in the vicinity. Something 
will have to be done to cover such 
cates. We are prepared to render an 
account to the controller, but payment 
of some remuneration should be allow, 
efl in such cases.

Shri Mrityaajay Prasad: Do you 
want any special qualifications to be 
fixed for your agents?

Shri Patel: Yes. We have been agi­
tating lor that for a long time. 
Actually that is the root cause of all 
the trouble. Some educational quali­
fication must be there, so that he can 
raider proper service to his clients.

8 W  Mittyonjajr Prasad: Have you 
any objection to the insurance execu- 
4hMS being treated as public servants?

She! Patel: We are a trading orga­
nisation just like any other trading 
organisation and we are subject to the 
Indian Penal Code. Why should we 
be «ingw out lor this treatment?

Shri M rityan jay Prasad: In the
LIC, everybody ia treated as a public 
servant. You should be at par with 
LIC.

Shri P. Ramamurti: The Bill pres* 
cribes certain approved investments 
and it gives you freedom to invest 25 
per cent ot your investible funds in 
free investments, that is, investments 
according to your own desire. What 
would be your reaction to restricting 
the freedom of such free investment to 
10 per cent?

Shri Patel: Now this legislation is 
on the lines of the one relating to 
Life Insurance Corporation, where the 
limit is 15 per cent. But that is a 
different matter because the amount 
involved there is big. Relatively 
speaking, our amounts are small We 
have to play our part in a growing, 
economy. We have to take advantage 
Of the market conditions whereby we 
would benefit by investing in good 
Mocks. In the case of several com. 
panics this 29 per cent would be a

very small amount; it would not be 
a very big amount.

Shri P. Ramamurti: In the case of 
some companies it would amount to 
some crores. The total investible funds 
of all the companies put together 
amounted to Rs. 150 crores last year 
out of which 40 per cent is kept for 
reserve.

Shri Patel: May I say that you are 
referring to assets? The available 
funds would be only of the order of 
Rs. 60 crores. I agree that there are 
some companies which have large 
funds, but We have to prescribe a 
uniform rule for all companies.

Shri F. Ramamurti: Suppose we 
prescribe a percentage and aiso a ceil­
ing limit of, say, Rs. 26 lakhs?

Shri Patel: In the present stage of 
the Indian capital market 1 doubt 
whether we would be rendering a 
real service to the economy by pres­
cribing such a limit.

Shri P. Ramamurti: With regard to 
re-insurance, suppose the Bill through 
an amendment prescribes that there 
shall-be no re-insurance with a foreign 
company except in the case of marine 
insurance, where Indian companies 
have not done sufficient business and 
there are all kinds of risks and that in 
the case of all other types or risks re­
insurance shall be oniy with Indian 
companies, what would be your re­
action?

Shri Patel: The position is that even 
today foreign markets are not willing 
to accept our marine business. 
Secondly, we ourselves have made a 
serious attempt to cover as much as 
possible of the risks internally but 
we have found that it is not practi­
cable. The volume of our business has 
gone up so much that it is not Just 
possible to absorb the entire business. 
We have to go abroad for covering 
our risks. Here I may mention that 
even a country like the United States, 
.where the Insurance risk is' worth 
billions and billions of dollars, they 
pay premium worth many million 
dollars to the international market be*



cause they could not absorb them. So, 
we have got to go to the international 
market. If we try to retain everything 
in this country, perhaps we ' would 
burst. Because, so many industrial 
complexes are coming up. Our risk 
today is not * confined to just Rs. 50 
crores or 60 crores. Tata Steel, Telco 
and other big companies have invested 
so much money and we cannot retain 
all the risk in this country because of 
the limitation of our resources. We 
wish to, we would like to, but we can­
not just do it,

Shri P. Ramamurti: You were say­
ing that the powers granted to the 
Controller of Insurance are far in ex­
cess of those granted to the Reserve 
Bank over banking companies. Could 
you clarify it?

Shri Patel: So far as we are aware, 
the Reserve Bank deals with the 
Board of Directors or principal offi­
cers of banks. In our case, the Con­
troller goes down to a Secretary or 
Accountant, under-writer and so on. 
So, we said that it is going a little too 
far.

Sid K. Suryanarayana: You have 
suggested in your memorandum quali­
fications for agents. But you have not 
suggested any qualifications for sur­
veyors. Do you not agree that the 
surveyors should have some technical 
qualifications?

Shri Patel: They must have, be­
cause it is a highly technical subject. 
But some of the present surveyors 
have been working for 20 or 25 years. 
They may not have a first class tech­
nical qualification but by usage, custom 
and practice they have been able to 
carry on and they would be on par 
with other technically qualified per­
sons. But if it is a question of pres­
cribing qualifications, they should no 
doubt be technical qualifications be­
cause these people have to deal with 
intricate business of assessing and sur­
veying.

Shri K. Suryanarayana: Some of 
the non-tariff companies are getting 
bigger profits even though their pre­

mium is less. In fact, same of the 
foreign companies have asked us to 
reduce the tariffs. What is your view 
on that?

Shri Patel: The foreign companies 
deal with only a very small portion 
of the Indian premium income. They 
cater to a very limited clientele. 
Actually, non-tariff companies use 
our own tariffs and then allow a cer­
tain discount. If we allow a market 
of our size to go non-tariff, it would 
be inviting disaster. Everybody wil1 
compete so frantically that the Indian 
insurance industry will go to pieces.

Shri K. Suryanarayana: Out of the
profits earned by the foreign insurance 
companies in India how much are they 
investing here and how much are they 
taking to their country?

Shri Giles: 1 do not think I have 
full details of that. Under the Reserve 
Bank Regulations we have, of course, 
to keep premium income reserve of 
40 per cent and outstanding loss re­
serve and reserve for income-tax. It 
is only when we have retained for 
aU that in the country that we can 
remit outside the country. So, a 
very substantial amount must be re­
tained here. I guess it may be in the 
region of Rs. 10 crores.

Shri K. Snryanarayana: In which
industries do the foreign insurance 
companies invest money in India?

Shri Giles: Foreign insurance com­
panies have got quite substantial in­
vestments in Indian insurance com­
panies. In fact, they have been instru­
mental in building up the Indian in­
surance companies for a considerable 
time. In addition, of course, they have 
many other investments which are 
partly in government investments and 
partly In the private sector in equity 
shares, in some cases loans and deben­
tures.

Shri K. Suryanarayana: In page 60 
of your memorandum you have sug­
gested some alteration in the composi­
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pared to suggest some members from 
certain classes like agriculture, trade 
and industry? Would it not be bene­
ficial to your industry?

Shri Patel: In our case the position 
is different from banking. I do not 
see how it is going to help insurance 
companies in their actual operations.

Shri K. Snryanarayana: The Gov­
ernment’s first concern is to look after 
the interests of the policyholders; then 
only comes smooth running of the 
insurance companies. We too aTe in­
terested in the policyholders mainly. 
Most of the commodities are coming 
from the rural areas but they do not 
find a representative on the advisory 
committee. The farmers do not know 
the a, b, c of tariff and simply pay the 
premium as asked. That is why I 
suggested the agent’s qualification 
also. Government has proposed to 
avoid these malpractices that up to 
Rs. 1 lakh Business there should be no 
agent or something like that. But we 
want representatives of the policy­
holders on the advisory committee so 
as to look to their interests.

Shri Patel: nils rate-making is a
highly technical subject Statistics 
and data are maintained by us and 
are reviewed periodically by us. In 
the light of changed or changing ex­
perience decisions are taken.

As to the reference to 8 Indian 
members and 6 non-Indian members 
on the advisory committee, we have 
submitted that because of the changed 
conditions there should be some re­
adjustment in the representation.

As regards the representation of 
policyhoders on this advisory commit­
tee, which is a very highly technical 
committee, while one may not mind 
somebody else being associated with 
it one has to examine first the impli­
cations of such a move as to whether 
it will do any good to the gentleman 
concerned or to the insurance com­
pany concerned or to the industry. It

Is a business for the specialists. That 
is why these representatives are there 
from all over the country. They get 
together periodically and regulate 
the rates. Now the Controller of 
Insurance is the chairman of this ad­
visory body and no change can be 
effected without his approval So one 
can be sure that a  cdose examination 
will be made and the interests of 
the insured or the policy-holders 
will not suffer.
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Shri P atel: I do not know what 
answer I can give. Even under the 
existing Act, which has been amend­
ed so often since 1960, the Con­
troller is having vast powers. If 
people were guilty of thoae malprac­
tices, it is legitimate to suppose that 
they would have been hauled up by 
the Controller. I am aware ot such 
persons having been hauled up.
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Shri P. Ramam urti: Your conten­
tion is that it was never bad.

Dv. B. N. Antani: Do you want an
implied admission on their part?

TmnrwTT
4-irWfw % fcr «rt n* ^ r t :

"It is feared that certain mea­
sures of control as detailed In
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the Bill would hamper the resi­
lience of the companiea in giving 
quick service and also would 
hamper their day-to-day func­
tioning.”
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Shri Patel: We are one of the moot 
highly nfukted industries in this 
country. The Insurance Act has 
given very wide powers to the Con­
troller of Insurance. As regards the 
other part of it, we have put up this 
plea not because We are worried 
about somebody encroaching on our 
powers. After all, our powers are 
very small. We are looking at it 
from the standpoint of the entire in­
surance industry, which is a .service 
organisation, whether we shall be in 
a position hereafter to render that 
quick and proper service which is 
the due of an insured. I have my 
doubts whether we shall be able to 
do so. We shall not be able to dis­
charge our responsibility to our 
satisfaction or to the satisfaction of 
the insured. Of course, the Con* 
troltar has the pfewer to ask for all 
the detail* even today, but if this 
power is given then every insure 
will keep on writing letters to the 
Controller taying that he is not rati­

fied and that the issue should be 
re-opened. Thus there will be no 
end to the process.

Shri Morarji Desai: May 1 ask if 
you started this business only for 
service? Was that at all the idea 
with which the business started? 
The business started for making pro­
fits. Service is only a secondary 
part of it.

Shri Patel: Every industry makes 
profit while rendering service. In 
our case the accent is on service 
because insurance has nothing else 
to offer.

Shri Morarji Desai: Insurance has 
something to offer and more to take. 
It does not offer that something to 
everybody but it takes something 
from everybody and offers it to a 
few. Therefore what is the service 
that you render?

Shri Patel: The basis of insurance 
is that.

Shri George Fernanda*: You are
the chairman of the special com­
mittee on general insurance.

Shri Patel: Yes.
Shri George Fernandes: Under

what circumstances was this com­
mittee set up?

Sfturi Patel: The committee was aet 
up in the Indian Merchants* Cham­
ber Hall after the Congress Working 
Committee had passed a certain re-* 
solution. One of the ten recom­
mendations was the possible nationa­
lisation of general insurance business. 
At that time the insurers got together 
and appointed this committee.

Shri George Fernandes: The objec­
tive of the committee was to 
campaign against nationalisation.

Shri Patel: I will not put it like 
that. The objective was to give a 
clear picture to the entire public of 
the role the insurance has to play.

Shri George Fernandes: Do you
think the objective has been served to 
a great measure?
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Shri Patel: So far a# I am aware. 
Government has decided to have this 
Bill instead of nationalisation.

Shri George Fernandes: The objec­
tive has been served upt'o a point.

Shri Patel: It is not upto me It is 
not a question of my objective.

.Start George Fenandes: Are you,
as the Chairman of the Committee, 
satisfied that the Committee has serv­
ed a useful purpose?

Shri Patal: I can only say I have 
done my best.

Shri George Fernandes: The Com­
mittee represents the entire general 
insurance industry. Are the Orientals 
and L1C General Insurance Branch 
members of this Committee?

Shri Patel: They are members of
a different sector. We are talking of 
the private sector.
/Shri George Fernandes: That means 

the Memorandum that is submitted 
by the Committee on behalf of the 
entire general insurance industry in 
India is a misnomer.

8hri Patel: I would’nt say that.
After all, the Lie is in a different 
sector and the Orientals are a subsi­
diary of the LIC.

Shri Georg* Fernandes: It is gene­
ral insurance.

Shri Patel: Yes; I cannot deny or 
dispute that.

Shri George Fernandes: My ques­
tion is very simple. This Memoran­
dum becomes a part of this Joint 
Committee’s documentation papers. 
The Memorandum says that it is sub­
mitted by the Committee on behalf 
of the entire general insurance indus­
try. That is not quite correct.

Shri Gandhi: The Orientals are a
member of the Indian Insurance 
Companies Association, Bombay which 
is part of this General Insurance Spe­
cial Committee.

Shri George Fernandes: Thank you. 
That is what I wanted to know. Aris­

ing out of what Mr. Gandhi has said, 
I take it that the Orientals are also 
making a contribution towards meet­
ing Ihe expenses of the Special Com­
mittee.

Shri Gandhi: No, Sir.
Shri George Fernandes: Indirectly. 

Since it is the Bombay branch of tbe 
Indian Insurance Companies Associa­
tion, it makes a contribution towards 
that. Since the Bombay Branch if a 
member of the Special Committee, I 
take it that the Orientals make a 
contribution.

Shri Gandhi: No expenses of this
Special committee have been paid by 
uny Association.

Shri George Fernandes: Now, this 
is a point which upsets *U of us. The 
Statement of Objects and Reasons of 
this particular Bill s*y*:

"With a view to promoting the 
development of general insurance 
business on sound lines and to 
eliminate undesirable practices in 
the business, this Bill provides for 
more effective supervision and 
control over Insurers.”
It is signed by Shri Morarji Desai, 

the Deputy Prime Minister. Have 
there been many cases of such un­
desirable practices which are now 
sought to be eliminated.

Shri Patel: I do not know.
Shri George Fernandas: My hon. 

friend, Mr. Ramavatar Shast i asked 
you a question to which you made 
a very interesting reply about the 
Controller having adequate powers 
and all that and not any Companies 
having been prosecuted for indulging 
in mal-practices.

Shri Patel: Some Companies had
been prosecuted in the past, some 
years back. I cannot say that. This 
was not so. But what I said was that 
the Controller of Insurance has suffi­
ciently wide powers to haul up Any­
body who is recalcitrant What I said 
was ttiat I do not know of such per­
sons being hauled up. I do not kavw
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whether the Controller took the ini­
tiative or it was certain other people 
who took the Initiative.

Shri George Fernandes: For ins­
tance, the C. B. I. could have taken 
the Initiative, not the Controller. You 
know the Anand Insurance Company 
was convicted for falsification of ac­
counts?

Shri Pmtel: Yes.

Shri George Fernandes: The licens­
ing. of the United General Insurance 
Trust (India) was cancelled.

Shri Patel: Yes.

Shri George Fernandes: You also
know that there was a prosecution 
against the Home Insurance Company 
Ltd. which is a member of the 
American Foreign Insurance Associa­
tion.

Shri Patel: I do not know anything 
about that.

Shri George Fernandes: In the
Parliament itself, the then Deputy 
Minister of Finance, Mrs. Tarkeshwari 
Sinha, once alleged that the New 
Asiatic Insurance Company of the 
Birlas had resorted to manipulations 
and falsification of accounts and even 
forgery. Serious allegations were 
made on the floor of the House by the 
then Deputy Finance Minister.

Shri Patel: What am I supposed to 

say? .

Shri George Fernandes: I only want 
to find out whether you are aware of 
these things.

Shri Patel: I have heard them only.

Shri George Fernandes: Your
grievan ce is that the Contfoller of 
Insurance Is an ineffective man that, 
whatever is powers, he does not take 
action which he should take and 
allow* the police or other agencies 
of the G overnm ent.

Shri Patel: It is not upto me to
criticise the Controller. I have not 
criticised Mm. I do
What T said was that it is upto

Controller to take action is to called
for.

Shri George Fernandes: How much 
overseas business have the Indian In­
surance Companies d°ne?

Shri Patel: The gross total will be 
about Rs. 13.93 crores.

Shri George Fernandes: Yesterday,
we heard the representative  ̂ of the 
employees in the Insurance Compa­
nies and they said that there should 
be employees’ participation in th# 
management of insurance companies, 
I am sure you will not welcome 
nationalisation. That is what the 
Memorandum says and it says that 
even certain measures of control as 
detaileg in this Bill would hamper 
the resilience of the insurance com­
panies in giving quick service and will 
also hamper their efficient functioning. 
Would you welcome the suggestion 
of having employees’ participation in 
the management?

Shri Patel: That is a very large
issue. It is not something on which
I can speak with authority.

Shri George Fernanda*: My ques­
tion is whether a worker on the board 
of directors of the general insurance 
company would find favour with the 
management.

Shri Patel: We are not certain 
what contribution the gentleman 
would make. I find it difficult to 
answer.

Shri George Fernandes: There is a 
new provision concerning surveyors 
th at is being introduced. Here, it is 
proposed that if the report given by 
one surveyor does not find favour 
with the Controller of Insurance, he 
can ask another surveyor to give an­
oth er  finding. Do you have much 
objection to this proposal?

Shrt Patel: It  is for the Controller 
to  ob ta in  a report. Our objection Is 
to  th e  other aspect of It, about reduc­
in g  the amount or Increasing the 
amount o f  claim. Otherwise, it Is 
always open to the Controller to get 
another assessment.
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Shri George Fernandes: Just now

you have powers whether to accept 
the report of the surveyor or not to 
accept the report of the surveyor.

Shri Patel: Normally, the surveyors 
make report without prejudice. If we 
are satisfied that it is in accordance 
with the terms and conditions of the 
policy, naturally, the claim it paid.

Shri George Fernandes: Or would
you throw that report aside and make 
your own settlement?

Shri Fatal: He is a professional
adviser; he is an assessor. The ulti­
mate decision, of course, has to be 
taken by us.

Shri Georfe Fernandes: We have
the Mutual Insurance Companies 
apart from the private sector insur­
ance companies. There is one foreign 
company which operates. You have 
cooperative insurance companies also. 
The representatives of these compa­
nies have been trying to make out a 
case that they should be treated sepa­
rately on a different level from the 
general insurance companies. What 
are your views?

Shri Patel: There is no reason why 
any exception should be made in the 
case of one insurer only.

Shri George Fernandes: Have the
General Insurance Companies been 
making any donations to political 
parties?

Shri Fatel: They a’ e mentioned in 
the Balance Sheet; when ever such 
donations are made, they have to be 
mentioned in the Balance Sheet.

Shri George Fernandes: Mr. Giles, 
may I know how many overseas in­
surance companies are operating in 
this country?

Shri Hammeii* Giles: 59 compa­
nies, but I should like to explain that 
some of these companies are subsi­
diaries of parent companies also ope­
rating here, about 16 groups altoge­
ther.

Shri George Fernandes: Do you 
have here the figures of profits which 
these companies have been tending 
back home?

Shri Hammond Giles: I do not
have those here. They are available 
in the Indian Year Book, 1907.

Shri George Fernandes: You have, 
in your Memorandum, on page 2, 
said on investment of asaets that non- 
Indian companies have built up very 
substantial assets in India which, in 
many cases, far exceed any amounts 
which might be regarded as covering 
their liabilities. Can you tell us how 
they were able to build such large 
assets which far exceed their liabili­
ties? ‘

Shri Hftnynwxl GUes: This has
been done in some oases by bringing 
money into the country for invest­
ment I had earlier estimated the 
assets here as Rs. 10 crores; now I 
find from the Indian Year Book, 1067, 
that it i« Rs. 22| crores. These cover 
statutory liabilities and in addition to 
that, we have not remitted what we 
are permitted , to remit because, In the 
interest of Indian economy, we 
wanted to invest in the industry here.

Shri Qssrte  Fernandes: Please
refer to section 27B, Clause 11, where 
there is a prohibition on loans to be 
obtained on the assets. You have 
said that the prohibition that is going 
to be placed on bank borrowings 
could mean the unhappy necessity of 
releasing large investments at a short 
notice In a market where transactions 
on such a scale might not be possible 
without considerable financial loss. 
Could you elaborate this?

Shri Hammond Giles: Suppose
there is a claim for a substantial 
amount. No company will keep the 
money in cash readily available. Much 
of this might be reinsured In market 
and it takes time to recover it from 
re-insurers. Neverthless, the Insurer 
wants money to put him bade Into 
the business. Therefore, the original 
company would have to diainvest in 
order to produce hard cadi. Accord­
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ing to the present wording of the Bill, 
,lt cannot borrow against its invest­
ments. It might have to sell invest­
ments in depressed market. So, all 
that we seek here is, as a temporary 
stop-gap, for the bank to allow us to 
overdraw their account where we 
are collecting from re-insurers.

Shri R. D. Reddy: You have said 
that, when voting rights are restric­
ted, it will not be necessary to com­
pel any person to sell his excess 
shares. Is it on account of the fact 
that h« will not be able to get a fair 
price In the market?

Shri Patel: Apart from that, if a 
person has an excess holding, once 
his right to dominate the company is 
limited, the excess holding will not do 
much harm; what is more, he will 
suffer a loss.

Shri P. Ramamurti: No. By this, 
somebody else is deprived of his posi­
tive votes. Suppose you hold shares 
carrying 15 per cent voting rights and 
you are allowed to vote upto 5 per 
cent and the rest 10 per cent, you are 
not allowed to vote. If shares carry­
ing those 10 per cent voting rights 
were in the hands of somebody el*e, 
the 'e would be positive votes in their 
hands and those positive votes might 
be against you. So, to that extent, 
you are restricting it; you certainly 
gain by this.

Shri Patel: As I have submitted 
earlier, the distribution of share-hold­
ing is on a voluntary basis.

Shri R. D. Reddy: Please refer to 
the explanation under section 8A. In 
a public limited company over and 
above 10 per cent are taken into ac­
count for aggregation whereas in a 
private limited company the entire 
thing is taken into account for aggre­
gation. Don’t you think that this 
distinction will result in some hard­
ship to certain persons?

Shri Patel: By and large, for the
majority of the insurers, jt should 
not cause any material hardship.
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Shri N. K. Somani: Soma of ni 
view with great degree of concern 
the powers which are sought to be 
invested in the controller's office. 
You have given some general com­
ments about the power*. I would 
like to ask a few questions. Is It 
within your knowledge that similar 
powers have been given anywhere 
in the world— in any other country 
where insurance is in operation, and 
secondly, would you like to enumer­
ate some of the more offensive 
powers which are being given, which 
you consider absolutely out of pro* 
portion and not likely to serve any 
purpose which ought to be deleted 
or removed altogether?

Shri Patel: Such powers are not 
given anywhere else. I cannot say 
much beyond that. A* regards the 
other powers to which we take ob­
jection one, as I said, is the actual 
day-to-day working, management of 
an insurance company where the 
controller would be right in the 
picture. I cannot grant an increment 
to a specified category of officers. I 
cannot appreciate his work. And the 
explanation to that section says, re­
muneration including any perquisite, 
any amenity. Secondly I cannot 
appoint or terminate a specified cate­
gory of employees. I can't also 
appoint without the approval of the 
Controller. On the other hand the 
controller can go and sack any one 
and appoint any one. These powers 
•re far wide. These powers would

make the day to day administration
extremely difficult and no board of 
directors would care to act under 
such circumstances.

Shri N. K. Somani: I would like 
you to comment on certain allega­
tions or some such thing against your 
industry or profession. Out of the 
investible funds and free funds that 
are available to you for free invest­
ment some of the companies have 
made certain shady deals to the ad­
vantage of companies of their own 
associates. Would you like to com­
ment on the degree of this kind of 
operation? I might quote an instance. 
Market value of certain shares around 
Rs. 1/2 were bought by an Insurance 
company from its investible funds at 
7 or 8 rupees. They sold to another 
person belonging to the same group at 
a much lesser price. I would like to 
know whether this is a matter of 
common occurrence or what?

Shri Patel: I would say, a very rare 
occurrence. I hear about it for the 
first time. | .

Shri N. K. Somani: Has. the control­
ler any power undo* this biU in res­
pect of such questionable dealt?

Shri Patel: He has power.

Shri N. K. Somani: For 75 per cent 
of the funds you can do as you like.

Shri Patel: There is a section like 
this. If the controller conside-g any 
investment unsuitable or undesirable 
he can dispose it off notwithstanding 
anything else. That power he hat.

Shri N. K. Somani: We welcome 
the view that there should be educa­
tional qualification and some sort of 
expert knowledge before one can 
become an . agent. What has been 
your experience in this regard?

Shri Patel: There are two ways of
looking at it. They may not have 
very much experience, say for 15 
years or 20 years, but if they are 
definitely exptsrienced, and they are 
put in there. ' .
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Shri N. IL Somani: Will you pre­

pare a list of narmes of such agents 
whose commission income from you is 
beyond a certain limit?

Shri Patel: We supply the particu­
lar to the controller’s office.

Star! N. K* Somani: 1 wish to ask 
something regarding the proposed ap­
plication of the Bonus Act to your 
industry. What iai your special reason 
to ask exemption or to continue this 
status quo in this respect?

Shri Patel: Ours is the only indus­
try or business whatever you call it; 
we work subject to statutory limita­
tion under cost. The industry as a 
whole have been paying a decent 
amount by way of bonus year after 
year.

Shri N. K. Somani: Can you specify 
the quantum?

Shri Patel: It varies from 1 to 3 
months. The normal practice is 2 
months in some cases.

Shri N. K» Somani: Subject to con­
troller’s sanction.

Shri Patel: Sanction of Govern­
ment. We have to write to Central 
Government and they have to sanc­
tion payment of bonus—considering 
what is reasonable and all that, hav­
ing regard to the circumstances of 
particular cases.

Shri N, K. Somoni: In the event
w this applies to you, what is going to 

be controller’s function, vis-a-vis this 
one----

Shri Patel: That will lead to lot
of useless litigation. That is already 
going on.

Shri N. K. Somani: Shri Fernandes 
referred to certain instances a little 
while ago and I would also like to 
refer to those cases. The mal-prac- 
tices that are quoted, are they infltisi- 
mal or generally prevalent what?

Shri Patel: It is not for me to 
offer my comments on any industry. 
But I am certain that the information 
is completely exaggerated.

Shri N. K. Somani: Do you think 
the proposed legislation will induce 
foreign companies to enlarge their 
activities? Would they henceforth 
contribute to the insurance field?

Shri Giles: The companies will 
continue to serve the Indian market as 
they have done in the past and I see 
no difference because there are com­
panies which are Indian companies. 
They cater to the same market. They 
continue to serve.

Shri N. K. Somani: Thank you.

Shri K. Chandrasekharan: I
would like to know whether the pro­
fits of all these 16 groups of compa­
nies, 59 companies in all, are taken 
outside of the headquarters where 
the companies are situated. Net pro­
fits are taken to the foreign places 
where these companies are incorpo­
rated.

Shri Giles: Any amount remit­
ted must go to head office. I don’t 
know of any case where it is paid to 
another country. Not all services have 
been transferred overseas. Otherwise 
we would not have this fairly subs­
tantial excess of free assets over and 
above what is required to be kept* 
in the country.

Shri K. Chandrasekharan: In some 
of the foreign owned companies there 
is not even one single Indian in the 
Director’s board . . .

Shri Giles: How many are Indian
national, I am not able to say, but 
as far as overseas companies are con­
cerned, it is our intention to have 
advisory board here and I am quite 
certain that that Board will include 
Indian nationals.

Shri K. Chandrasekharan: Is there 
any director’s board of a fOreign- 
owned company operating in this 
country which has at present an In­
dian on its director's board?

Shri Hammond Giles: I am not 
able to answer that question.
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Start K. Chandrasektaaran: In the

companies about which you know 
personally, there are no Indians in 
the Directors’ Board?

Star! Hammond Giles: That is so.

Start K. Chandrasekharan; No dis­
tinction is now made in the provisions 
of this Bill with regard to the mu­
tual insurance, cooperative insurance, 
the general insurance department of 
the LIC and the overseas insurance. 
If control^ have to be there, I hope 
it is your view as well as the view 
of the Committee that all these com­
panies—Indian-owned companies,'for­
eign owned companies, mutual, 
cooperative and the general insurance 
department of tile LIC—should be
treated on a part?

Shri Patel: That is ao.

Start K. Chandrseekharan: There is
no provision in the Insurance Act at 
present by which a top executive of 
an insurance company can be treated 
as a public servant for the purposes 
of Chapter IX. You said that even 
otherwise, the provisions of the Indian 
Penal Code will apply to every In­
dian citizen. In a large measure it is 
correct. But the top executive of an 
insurance company, if he is to be 
demed as a public servant the provi­
sions now contained in 110E would 
be necessary.

Shri Patel: The proposed section 
refers to all the employees, not only 
to the principal officer. It should be 
all employees or none.

Start K. Chandrasekharan: Have you
got anything to state by way of ap­
prehension regarding the fair rates of 
premium that will be imposed by the 
Controller in the exercise of his po­
wer and also in regard to the nature 
and details of the directions that will 
be made by the Controller in regard 
to investment?

Shri Patel: About the rate-making 
part of it, we have no worries at all 
After all the Controller will proceed

on the basis of the data that is avail­
able and it will be a very scientific 
approach.

Shri K. Chandrasekharan: You are of
the view, I think, that surveyors, as­
sessors and adjusters should come in 
only if there is a dispute between the 
insurer and the insured and that they 
should all be qualified people.

Shri Patel: Surveyors come in not 
only when there is a dispute. Almost 
in every case they come unless the 
claim is very, very small or unless 
there are special circumstances. 
Otherwise almost every case is exa­
mined by them.

Shri K. Chandrasekharan: In other 
word& whenever the claim is large, 
you treat it as a disputed claim?

Start Patel: Dispute does not start 
because the amount is big or small.

Start K. Chandrasekharan: Are you
of the view that qualifications ghould 
be prescribed for surveyors and asses­
sors?

Shri Patel: Yes.
Start K. Chandrasekharan; So far as

the existing surveyors and assessors 
who have been in the field are con­
cerned, do you think that a certificate 
of their practice from the insurance 
department will be a suitable quali­
fication?

Start Patel: Yes.
Start K. Chandrasekharas: Are you

aware of cases of insurance compa­
nies, especially, the top executives, 
employing their relations and ex­
employees as prominent agents?

Start Patel: Anybody, under the 
law as it standB, can be appointed.

Dr. B. N. Antani: As I am aware
of the limitation of time, I shall be 
very brief. I shall first put to you an 
omnibus question. In the preface or 
preamble of your memorandum you 
have unequivocally accepted the ob­
jective of the legislation and there­
fore you are quite prepared, as an
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organisation, to cooperate with the 
Government in achieving that objec­
tive provided the hardships or, to an 
extent, harassfcnents or partial elimi­
nation of the smaller businesses are 
avoided?

Shri Patel: You have put it so 
beautifully that I cannot try to* im­
prove upon it.

Dr. B. N. Antani: A s  far as your 
complaints with regard to the Con­
troller are concerned—that great man 
who, you visualise, with all hia po­
wers, can do and undo things which 
God cannot do—would you be satis­
fied if an appeal is provided against 
his decision? You have complained in 
your memorandum that there is no 
provision for appeal and therefore, 
according to you, it will be veny un­
democratic. Would you be satisfied if 
an appeal is provided against his de­
cision?

Shri Patel: Our submission is that 
Government should constitute a per­
manent appellate tribunal.

Dr. B. N. Antani: Would you be 
satisfied if the Board of Insurance 
comprises of persons nominated by 
the Central Government from among 
their own senior officers and others 
and if the Controller will be subject 
to their guidelines?

Shri Patel: We should be very 
happy.

Dr, B. N. Antani: With reference 
to the Advisory Board—you have said 
something about the Chairman—would 
you be satisfied if a provision is made 
for the appointment of a Vice Chair­
man out of the representatives of the 
Indian insurance?

Shri Patel: Not necessary.

Dr. B. N. Antani: My last question 
is about agents—my friend here was 
very bitter about it. Would you like 
the agents to have some qualifications 
before they enter the trade? If so, 
what are the qualifications that you 
suggest?

Shri Patel: Primarily it will be a 
matter of educational qualifications. 
He should particularly know the te* 
chnical knowledge.

Dr. B. N. Antani: With no family 
nepotism or favouritism?

Shri Patel: Certainly not.
Shri Suryanarayana: Why don’t

you introduce no-claim bonus?
Shri Patel: No country has yet 

done this.

Shri Suryanarcyana: Is there any 
difficulty? We want your opinion. 
You are heavily losing on the accident 
side whereas you are getting profit 
on fire business. Therefore, why not 
you introduce this scheme?

Shri Patel: The whole thing is 
not on all fours. In the case of motor 
car, the size of loss is very small.

Shri Suryanarayana: According to 
balance sheets, you are losing in that 
particular business. You are making 
profits only on Tire’. You are not 
giving any bonus to the policy-holders.

Shri Patel: That is because of the 
annual trading average. But we are 
helping the policy-holders by way 
of reduction in premia.

Shri Suryanarayana: I am asking 
you to consider the proposal to be 
given to the Controller of Insurance 
or to Government to give a no-claim 
bonus to the fire policy-holders. Will 
you do it?

Shri Patel: Sir, it is very difficult 
to consider that proposal.

Shri George Fernandes: Your col­
leagues in the memorandum have sug­
gested that the Advisory Committee 
which is to be set up as per the draft 
Bill provide for & members from In­
dian Insurers and six of the overseas 
insurers. If that particular clause is 
modified so as to make it 10 for the 
Indian insurers and four of the over­
seas insurers, would y°u subscribe to 
that?
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Mr. Hammond Giles: We support

that.

Mr. Chairman: Thank you very
nuch. •

(The witnesses withdrew) 
Indian Merchants' Chamber, Bombay. 

Spokesmen:

(i) Shri Pratap Bhogilal— President

(ii) Shri J. H. Doshi— Vice-Presi­
dent.

(iii) Shri R. M. Desai— Member

(iv) Shri C. L. Gheevala—Secre­
tary.

(The witnesses were called in and 
they took their seats)

Shri Parts? Bhogilal; May I make 
a few observations on the memoran­
dum which we have already submit­
ted? This is just to supplement that 
memorandum.

Mr. Chairman: Whatever is given 
in your memorandum should not be 
repeated here. If you have any addi­
tional points to make, you may do 
so. Put one thing that I should make 
it clear to you. That is all those pa­
pers and evidence that you tender are 
supposed to be public documents. But, 
f you want to have anything to be 
tept secret, you may indicate that in 
the course of your evidence. Other­
wise that will be open to publica­
tion.

Shri Pratap Bhogilal: Yes, Sir.
May I just say a few words?

Shri 8. 8. Kothari: Please do not
read that out. if you want to make 
certain points, you may do so.

Shri Pratap Bhogilal; First of all, 
let me thank you and the Members 
of the Committee for giving us the 
opportunity to appear before you and 
tender our evidence.

The first and most important point 
that we would Uke to make is in 
connection with the powers that have 
been given to the Controller of Insu­
rance.

Mr. Ghaifrman: Everything will
come °ut when members put to you 
questions.

Shri Pratap Bhogilal: Then, you 
may put questions to us.

Shri Chandrasekharan; On page 6 
of your original memorandum— not 
the one which you have Just now dis­
tributed to us— under clause 17, you 
have not questioned the motive of 
sponsors of this Bill in regard to am­
algamation. You have also stated 
that the objective of the Bill is praise­
worthy. The only detailed suggestion 
that you have made Is about the 
transferee companies. You say their 
views should prevail. We think that 
it will be enough if the transferee 
companies’ views on the question are 
also considered. It is not proper to 
say that the transferee companies’ 
views should prevail. It shall be 
enough if the transferee companys’ 
views are considered. What do you 
say to this?

Shri Pratap Bhogilal: In our view 
that is not enough because we feel 
that if a company is to be merged 
with another company, all the pros 
and conB of that company would be 
considered by the trariSferee company 
and since they are to tak«~over the 
assets and the liabilities, their views 
should prevail.

Shri Chandrasekharan: May I just 
tell you that in the Banking Compa­
nies Act there is a provision regard­
ing the amalgamation and there is no 
provision that the transferee banking 
company’s views on the question 
should prevail. The provision in re­
gard to amalgamation contained in 
the Banking Companies Act has wor­
ked very soundly. What is your ex­
perience in this regard as a big busi­
ness man?

Shri Pratap Bhogilal: You must 
treat the banks and insurance com­
panies on a different footing. One 1* 
essentially a credit Institution and 
the other is more or less in the na­
ture °f any other trading institution » 
andjor like the service institute. The 
same test should not be applied to 
both the institutions.
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Dr. Antani: With regard to thei * Shri George Fernandes: You know 

Controller’s powers, you have in yourP \ I the Tariff Advisory Committee that is 
memorandum, suggested for the cons-L | 'Ito be set up as proposed in the Bill 
titution of a Board and that he should* U v consists of the Controller of Insurance, 
be subjected to the guidelines of such! ? K a semor officer of the office of the 
a Board Beyond that, you have alsoj T P Controller and six representatives of 
observed that no provision for appeal *-the insurance companies incorporated 
against the decision of the Controller, felsewhere. In your memorandum you
is to be provided. Now what sort of I have said this should be changed and
appeal would you like? Would it bo 175 ^  cent of the members should be
an appeal to the Court or would it be from the Indian Insurers. The Indian 
the formation of a constitutional ap- /Insurers themselves have said that
pellate body? j they should have 10 and the Overseas

Sliri Pratap Bhogiial: First of all. 
may I tell you that so far as our pre­
liminary remarks are concerned, they 
were in the nature that we thought 
viz. that the Board should be enought 
to provide guide-lines. But, on re­
consideration we have felt that the 
Board should have the power to con­
trol. The power that are sought 
to be given to the Controller 
are so wide and extensive that such 
powers should given to any single in­
dividual. I am not casting any reflec­
tion on any individual whatsoever.
It is not fair to give such powers to 
him for an industry like the insur­
ance.

Secondly, so far as the appeal is 
concerned, we won’t prefer a quasl- 
judicial body and not an appellate 
body absolutely managed by only 
executives.

Shri George Fernandes: Mr. Bhogi- 
lal, do you have any of the general 
insurance companies as Members?

Shri Pratap Bhogiial: Yes, Sir. I
think most of the general insurance 
companies are Members.

Shri George Fernandes: They have 
the opportunity to make representa­
tions. First the Insurance Companies 
Association and then the Indian Mer­
chants Chamber.

Shri Bhogiial: So fa  ̂ as the Indian 
Insurance Companies Association is 
concerned, they will probably give 
from the insurance angle. The Insur­
ance affects the general trade as well 
as, the industry. I think the two re­
presentations should not be mixed up 
into one.

people should have 4. The Overseas 
nas accepted that proposal before you 
came to give evidence here. Since 
you are representing the interests of 
people other than insurance compa­
nies, don’t you think that you should 
suggest that this Advisory Committee 
should also consist of interests of the 
trade other than the general insur­
ance companies’ interests.

Shri Bhogiial: I do not think that 
it is necessary because after all it is 
merely a question of evaluating the 
risks and in that respect I think the 
insurance themselves are more con­
cerned or more capable of rather than 
we ourselves. After all these are 
actuarial calculations and it would 
not be fair for us to say that we 
should interfere in these matters.

Shri George Fernandes: If you
refer to page 40 of the Bill, clause 
64UC (1) says:

“The Advisory Committee may, 
from time to time and to the 
extent it deems expedient, control 
and regulate the rates, advan­
tages, terms and conditions that 
may be offered by insurers in res­
pect of any risk or of any class 
or category of risks, the rates, 
advantages, terns and conditions 
of w h ich , in its opinion, it is 
proper to control and regulate, 
and any such rates, advantages, 
terms and conditions shall be 
binding on all insurers:”

You we these are not only actuarial 
calculations, but much mo’-e.
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Shri BhogUal: It it really working 

out the tariff and in that aspect the 
actuarial calculations play a large 
part. As far as we know if in any 
particular insurance the general trade 
or industry is dissatisfied we have 
always an opportunity to represent 
and if our point of view is reasonable, 
it is always considered.

Shrft George Fernandes: In the
general insurance business the asses­
sors or the surveyors play a very 
vital role. They invariably assess 
every claim the companies refer to 
them. Now the surveyors and the 
assessors through their organizations 
in the country based in Bombay, Delhi 
and Calcutta have represented ***** 
their representatives should be on this 
Advisory Committee. What is your 
reaction to that request?

Shri R. M. Desai: They have to
assess, it only and they have not to fix 
the rates. They are not really con­
cerned with this particular aspect of 
the matter and they should not be 
associated with this body in fixing 
the terms and conditions and rates.

Shri George Fernandes: Since Mr. 
Bhogilal said that your Chamber has 
members from among the insurance 
companies and since you also in your 
memorandum said that the restric­
tions now sought to be introduced are 
really harsh I take it that you know 
the background in which this Bill 
has come before Parliament. You 
must be aware that way back in 1962 
the Deputy Prime Minister had ac­
tually warned the insurers that if 
they do not behave, they will ' be 
nationalised. During the last six years 
has there been any improvement in 
the behaviour of these companies?

Shrft Bhogilal: By and large I think 
the Indian insurance industry has 
developed very well and I do not 
think that the trade and industry in 
general have any real complaints 
against the behaviour or the way the 
insurance companies do function. In 

far as claim* or any other matters,

supposing we feel that the tariff 
rate of a particular thing is 
high, we have taken up the matter 
and we have found that they have 
acceded to our request also.

Shri George Fernandes: Yesterday 
the employees' representatives from 
the insurance companies suggested 
that they should have some say in 
the running of the general insurance 
companies. They have proposed that 
participation in management should 
be offered to them also on the Board 
of Directors. How will you accent 
thait suggestion?

8hri Bhogilal: I would strongly 
oppose that. The managerial func­
tions are different and they should 
be exercised by the management 
alone.

Shri George Fernandee; I thought 
that your Chamber accept the parti­
cipation in management.

Shri Bfttogflal: Participation in
management is different from parti­
cipation in industry.

Shri George Fernandes: Oriental 
of the LIC has been functioning in 
the general insurance business. How 
are they functioning? Are you satis­
fied with it?

Shri Bhogilal: I think they are 
functioning in competition with other 
insurance companies. I do not think 
we have any rea] complaints about 
their functioning except that we 
have some times pressures of placing 
business with them.

Shri George Fernandes: The ser­
vice which the Oriental which is a 
general insurance company, gives to 
its clients is very good?

Shri Bhogilal: It is comparable 
with any other insurance company.

Shri George Fernandes: It means 
that a public sector insurance com­
pany also can operate well.
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Shri Bhofilftl; Provided they have 

to compete with somebody. If they 
are monopolies as the LIC, the func­
tioning may be different, it may not 
be the same.

Shri George Fernandes: Have y o u  
got any special complaint about LIC?

Shri Bhogilal: I do not think we 
should answer this question. Our in­
dividual experiences may be differ­
ent

Shri George Fernandes: For that 
matter, the Air India, or the Indian 
Airlines or the STC which has an 
illustrious private sector man at the 
head of the administration . . .

S<hri Bhogilal: I do not think this 
is the forum to answer this question.

Shri George Fernandes: Thank
you.

«r; nwmr m  * wft 
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Shri Bhogilal: What we have stated 
is: what is the objective in bringing 
thig Bill? We have also said that by 
and large we are not dissatisfied with 
the insurance services that we are 
having to-day. Therefore, the main 
objections to the Bill that we have 
taken are in regard to su ch  features 
which we feel may defeat the very 
abjective of the Bill that you have.

Shri Ramavatar Shastri: That is 
the main thing.

Shri Bhogilal: We have not oppos­
ed everything that has been suggested. 
We have suggested some amendments.

We are not saying tnat the Conti*iler 
should not have some of the powers, 
but for him to have the power to 
ap(point or dismiss any clerk or Sec­
retary would defeat the very purpose 
of insurance. Insurance is a service 
and the loyalty of ths gtaff should be 
really to the company and to the in­
sureds. If the loyalty is divided then 
the very purpose of insurance would 
be upset.

Shri Ramavatar Shastri: What 
about monopoly of power?

Shri Bhogilal: There is no mono­
poly in insurance business. There are 
so many companies competing with 
each other.

Shri Ramavatar Shastri: I am talk­
ing about the power in the hands of 
those exercising the managerial 
power.

Shri Bhogilal: There is no mono­
poly there also. Such powers are 
exercised generally by all manage­
ments, not only in insurance manage­
ments.

Shri K. Suryanarayana: Some in­
surance companies have suggested 
that some qualifications should be 
prescribed to the agents before we 
give licences.

Shri Bhogilal: We agree with that 
suggestion that the agents should have 
some educational qualifications, and 
also some understanding of the gene­
ral insurance business.

Shri K. Suryanarayana: Have you 
got any surveyors' association as a 
member?

Shri Bhogilal: No.

Shri K. Suryanarayana: Do you feel 
that some qualifications are to be 
prescribed for the surveyors also?

Shri Bhogilal: By and large, the
surveying companies staff are having 
necessary qualifications to survey the 
claims properly.
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Shri K. Saryaaurayuia: . The sur­

veyors themselves who appeared be­
fore the Committee accepted that they 
have no qualifications, but they have 
experience. But, here, do you suggest 
certain minimum qualifications for 
your Branch Managers, Inspectors etc.?

Shri Bbogtlal: From my own expe­
rience of Insurance company with 
which I work, I have found that they 
are not people without qualifications, 
they have plenty of experience. Be­
fore they reach the stage of Branch 
Manager, they gain experience of in­
surance over years.

Shri K. Suryanarayana: An agent
from a poor village may not have any 
education because of lack of educa­
tional facilities in rural areas. But, 
in urban areas there are people with­
out any qualifications who earn ao 
much commission as Insurance Agents.

Shri Desai: The main thing requir­
ed in insurance business is understand­
ing of the business; an agent has to 
sell business. If qualifications are 
provided, it will help getting more 
business.

, Shri N. K. Somani: You have made 
certain suggestions against arming the 
Controller’s office with unnecessary 
and disproportionate powers. Ia it 
within your knowledge or within the 
knowledge of your Chamber whether 
any such equivalent or similar power* 
have been verted in similar office any­
where in the world?

Shri BhogUal: Not to our knowledge.

Shri N. K. 8omanl: Or in any other
socialist country?

Shri Bhogiial: I don't have expe­
rience with socialist countries.

Shri N. K. Somani: In U. K.

Shri BhogUal: Not to my knowledge.

Start N. K. Sonanl: The deposits
are sought to be raised from the exist­
ing level of 2 to 3 lakhs to a minimum

of 2 million rupees. For some com­
panies it would be a steep rise. It 
may go against some of the smaller 
companies in spite of their Ming effi­
ciently and honestly run.

Shri Bhogiial: We have already said
that 2 million rupees is too high. Even 
in a country like England, where the 
business is quite large, the minimum 
is 50,000 pounds. We have suggested 
that the minimum should be one 
million rupees.

Shri N. K. Somani: Would you like 
a graduated scale?

Shri Bhogiial: Yes.

Shri N. K. Somani: Wat are your 
views about the application of Bonus 
Act to the insurance industry? Should 
it be exempted from the application 
of this Act?

Shri Deaal: The insurance industry 
is controlled by a section limiting ex­
penses; the bonus forms part of the 
expenses. The Controller and the 
Government would take all the 
matters into consideration before they 
give sanction or approval for a parti­
cular amount of bonus to be given to 
the staff. If this is introduced now—  
the application of Bonus Act— there 
is likelihood of breaching Section 40C. 
Another reason is that it is very diffi­
cult for the revenue accounts to be 
split up into Indian business and 
foreign business. Mostly Indian busi­
ness is covered by the Bonus Act.

Shri N. K. Somani: Most of the 
companies are pairing bonus In consul­
tation with the Controller's office. 1 
think the acocunts are kept separately 
under Indian and Overseas heads.

Shri Deaal: The net account shows 
both foreign and Indian revenues; 
separte account is not there for foreign 
business.

Shri N. K. Somani: You would like 
the status quo to be maintained. 
There should be moral pressures from
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the Controller'* side to pay reasonable 
bonus; nobody should aft in  judgment 
of the profit each company is making.

Start Desai: Yes.

Shri N. K. Somani: What do you
think i* going to be the ultimate and 
lone term effect of thi* legislation to 
general economic development both 
from foreign investors* point of yiew 
as also from Indian Industrialists' 
point of view?

Shri Bhogilal: The main object
should be to promote business . . .

Shii Beni Shanker Sharma: A» re­
gards investment, clause 11 of the 
Bill provide* that 36 per cent of the 
premia should be invested in approved 
securities. You want that it should 
be increased to 50 per cent?

Shri Bhogilal: We have not suggest­
ed any percentage increase. We want 
it to be left flexible as it is today.

Shri Beni Shanker Sharma: Would 
you tell us what is the return on ap­
proved securities, and what is the 
return you expect from unapproved 
securities Return in terms of per­
centage?

Shri Bhogilal: Unfortunately, I do
not have any idea of the figure* Proi 
bably, Mr. Desai might be able to say 
something.

Shri Beni Shanker Sharma: You can 
send it later.

You agree with the principle of the 
Bill to develop business on sound 
lines and also to curb undesirable acti­
vities. You know what are un­
desirable activities. What are your 
suggestions to prevent that malprac­
tice?

Shri Bhogilal: I know there is a lot 
of talk about this. Now, to what ex­
tent does this prevail, it is very diffi­
cult to say. It is generally said; I have 
no experience myself in this matter. 
But it Is generally said so.

Shri Beni Shanker Sharma: You
know this practice is prevalent II 
such Instances come across, what 
would you suggest?

Shri Bhogilal: If it is so really, then 
the question should be that whatever 
rebate is gives should be given direct* 
ly to ti>e insurer and that insurance 
premium should be reduced.

Shri Balgovind Varma: How are you 
people, ue. the Indian: Chamber ot
Commerce, concerned with this Bill?

Shri BMgilal: After all, we have to 
deal with insurance companies all the
time. Otherwise, we will not be able 
to exist. *

Shri Balgovind Varma: The powers
vested in the Controller are very 
stringent and he will have power of 
appointment and fixing the return. 
The Managing Director also has 
power to remove some persons. It 
will create a fear in the minds of 
those who are in charge. Don't you 
think that it would create a healthy 
influence also?

phrl Bhogilal: I do not think to.
So far as the controlling of the ap­
points and remuneration of the chief 
executive is concerned, I see there ia 
nothing wrong. But so far as all the 
rest of the personnel of the insurance 
company is concerned, I think it 
would create a bad effect on the 
morale of the officers.

Shri Balgovind Varma: Will not
this fear psychosis deter them from 
indulging in malpractices which they 
are doing now?

Shri Bhogilal: With due respect, I 
don’t think, Sir, that there are mal­
practices by the staff.

Shri Balgovind Varma: This Is the 
general feeling of the people.

Shri BhogUal: I don’t think it Is cor­
rect, Sir. If you think so, then you 
can lay down some qualifications.

Shri Balgovind: Varma: You sug­
gest that there should be a Board con­
sisting of persons having knowledge 
In this line, to advise?
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8hrl BhogiUl: Yes, Sir.

Shri Balgovind Varma: Do yon
think that this Board should consist 
of representatives of insurance com­
panies?

Shri Bhogilal: It is not necessary. 
What I suggest is that it should be a 
fairly small Board consisting of offi­
cials and non-officials who have 
knowledge of the insurance matters.

Shri Ualguvind Vanna: Would you 
not mind if there are some officers on 
the Board, appointed by Government?

Shri Bhogilal: That will not serve 
the purpose. I think the non-officials 
should be there too.

Shri 8. S. Kothari: Are you aware
of some insurance companies invest­
ing in new companies?

Shri libogilul: Yes, Sir. And it is 
necessary that they do.

Shri 8. S. Kothari: Do you think 
that the restrictions which are envi­
saged in the Bill would adversely
affect the amount of money that
wo.i i*(nv th?rc?

Shri Bhogi'al: It would. Also, the 
provision that investments In prefe­
rence ordinary shares of a public limit­
ed company would be prohibited un­
less the company had declared divi­
dend for the five years immediately 
preceding, or for fit least five out of 
the six or seven years immediately 
preceding, w ill come in their way. 
They are growth companies.

We would like It to be as flexible
ns possible. Until now we do not 
think there is any serious m'suse of 
this. Insurance companies do function 
also for the benefit of shareholders.

Mr. Chalrmmm 1 think all your 
intentions have been brought out

Shri Bhogilal: There are only one 
or two more points I would like to 
emphasize. On page 8 we have made
some mention in regard to non-Indian 
companies. There is a little amend­
ment in the original memorandum. 
The last sentence of paragraph 2 on 
page 8 reads: "Again, the non-Indian 
companies should be required to 
maintain in India an amount at least
equal to their total liabilities___’’
It should be “total accured liabilities” .

The second point is that the solvency 
test for performance and the solvency 
test for winding up are tw o different 
things. Simply because a solvency 
test says that it is not fully met, it 
should not necessarily follow that the 
company is insolvent It is not sol­
vent It is solvent only when it is not 
in a position to meet the liabilities. It 
is something very serious.

Shri George Fernandes: You drew
pointed attention to page 3: "the r o r -  
Indian companies should be required 
to maintain in India an amount at 
least equal to their total liabilities 
to policy-holders.”

Shri Bhogilal: My suggestion was
accured liabilities instead of total 
liabilities.

Shri George Fernandes: Why are
you "inking such a suggestion?

Shri Bhogilal: Because the total
liability is one thing and accrued lia­
bility is In regard to claims arising 
out of tbe business that Is oustand-
ing.

Mr. Chairman: Thank you, gentle­
men.

(The witnesses then withdrew)

(The Cirm-niftep then adjourned).




