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Roport of the Joint Committee

1, "age (vi), line 31, for "insurances"
read "insurance!

Minutes of Dissent

2. Tage (xix), 1line 27, for "without"
read "within" ) -

3, "age (xix), 1ine 37, for "allowd"
read "allowed"

4, Page (xxii), line 16, for nand"

re ad " an "n .
Bill as reported by Joint
- Commit tee

6. "age 4, 1ine 40, for "valid"
read "a valid"®

. Tage 6, line 2;'§g2 "sing e"

6
read "single"

7. Page 12, lines 25 and 36, dglet@ the
rule,.

8, "age 12, line 41, for'(8), (g) and (h)"
reag "(g@), (g) and ()"
n

9. "age 17./marginal heading to clause 16,
Section 331, for "staffs"
read "staff"
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12,
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21,
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23,
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Page 25, in marginal heading for sub-
section (9), for "1 of IR9O8"™
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Page 26, line 26, for "tht™"
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Page 29, line 24, for "insure"
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Page 32, line 21, for ngoqn
read "5oI"

Page ¥, line 22, for "clause"
read "clauses"

Page 38, line 12, for "clause (b)"
read "clause (b),"

Page 58, gidd "‘mendment of séction'97!’
as marginal heading against Sec, 31.

Page 62, 1line ¥, for "premium"
read "nremiums"

Page 63, line 13, for "labilities"
read "liasbilities"

Prge 65, line 22, for "shri K.R. Patil"
I‘ead "Sllri GoRo P?til"o

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

Page 70, line 12, for "Ligislative"
read "Legislative" v

Pnge 72, line 10, for "MEMBERS"
regd "PRESINT",

Page 75, line 2, for "Members, Executive Committee

Overseas & Inland" o
read "Member, Working Committee, /11 Indla

Insurance,"

Page 89, line 7 from bottom for '"this"
read "his".
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REPORT OF THE JOINT COMMITTEER

‘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 eontrol 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~—1I)

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 héld 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 Associations|individuals. (Appen-
dix—1III)

8. At théi.r 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,
dated the 8th April, 1968,
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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 extenso.

10. The Comamittee 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, ‘ .

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 deleted. Since
insurers carrying on only re-insurance business do not have any
direct premium, a provisg 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 Exchange market it is extremely difficult to sell insurance
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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 premium 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 14 lakhs in the case of mutual insurers carrying on only
special classes of insurance business. Clause (¢) 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 bulinen 80
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 criterla being dividend-paying record for at least five
years or for at least five out of six or seven years 1mmediately 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 thlrty vears to ﬁfteen years.

O~ g TS .01 et B - e e i e = ey ——————

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 (il) 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 effcct that any particular
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investment may be made if 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 proviso 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
chirty 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 are 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 are 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.
1965 (B) LS—
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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-appeintment 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 33(1).
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19. Clause 17.—The Committee are of the view that the burden
of an insolvent company should not be imposed on solvent company
"n 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 fire 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 basis 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 fire 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*contro! 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 right to transact other business. The compensation, accord-
ing to the Committee should, therefore, be payable to the company
and not to the shareholders. Tt 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
eome other business for their benefit.

Section 52 T and 52 J and the Eighth Schedule have, thercfore.
been suitably amended so as to provide for payment of compensa-
tion to the insurer instead of the shareholders.
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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
toreign 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 UB.—Sub-section (3) of this section has been
amended to clarify that the Advisory Committee and the Regxonal
Committees could constitute sub-Committees.

Proposed section 64 UC.— 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 tThe 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 premjum or if this is not
practicable modifies or cancels the contract, the Controller may com-
pound the offence on payment to the Advisory Committee of a fine
decided by him in consultation with that Committee.
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Proposed, section 64 UD.—The amendment in sub-section (3) 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 alsn to certify information supplied to the Advisory Commuttee
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 provides
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. Hence
the 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 af 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
increace 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 Regiona! Committees have at pre-
sent organisations for claim prevention and claim minimising such
as cargo tracing, fire salvage operations, inspections of risks etc. for
which'special charges are levied. In order to enable the proposed
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“Tariff Advisory Committee and its Regional Committees to continue
these services, the Committee have inserted a new sub-section, after
sub-section (1), empowering the Advisory Committee to collect, in
=ddition to the fees mentioned in sub-section (1), reasonable fees and
~harges to cover the cost of specific services rendered.

Proposed section 64 UM.—Section 84 UM as it originally existed
vrovided for the preparation and maintenance by the Controller, of
a list of approved surveyors and loss assessors. The Committee feel
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 losses which
recur 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
bv him to be appropriate is not taken away or abridged.

Sub-section (5) has been deleted consequential to the proposed
nmendment 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 (10)] 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 B! 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 84VA.—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
sncieties 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-
visiong 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 line 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,

28. Clause 36.—A consequential amendment has been made.

27. Clause 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 a
corollary to application of section 40C), section 101A (Compulsory
reinsurance with approved.insurers)', proposed new section 110D
(Disallowing compensation for the operation of some of the newly



(xvi)

added provisions), proposed new sections 110G (Consultative Com-
mittee) and 110H (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

hte 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 hag 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 be
passed.

New DEeLHI; D. N. TIWARY,

8th November, 1968. 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 of 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 = 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.
New Drrmi;
8th November, 1968.
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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.I.C. under the LIC. 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. Fvidence 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. The 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 amt in the proposed amending
Bjll. While general insurance done bv 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 natiorz. Th'e
headquarters of all these over-seas Companies operating 11.1 thx's
country in the sector of general insurance are Jocated outside this
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country. All the members of 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.

New Drevnr;
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 ce-
operative sector could be exempted from the scope of nationalisation
is a matter for further debate.

GEORGE FERNANDES.

New DrLum;
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. T 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, 1967 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 corners 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 amd to set up a
separate Corporation for the purpose.

RAMAVATAR SHASTRI.
New Drrur;
9th November, 1968,
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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”,

' fa. .

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,

(nxddd)
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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 smal] 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.

New DerHr; BENI SHANKER SHARMA
9th November, 1968. 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 funds

made available through the premium.

New DeLHI; P. RAMAMURTI

8th November, 1968.
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Bill No. ;1-3 of 1968
THE INSURANCE (AMENDMENT) BILL, 1968

(As REPORTED 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.
Br 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, Short

1968. , 20b o titleand
com-
s (2) It shall come into force on such date as the Central Govern- :::‘t’"

ment may, by notification in the Official Gazette, appoint in this
behalf and different dates may be appointed for different provisions

of this Act. }
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Amend- 2. In section 3 of the Insurance Act, 1938 (hereinafter referred 4o 1939
:::g:;:fa to as the principal Act),— * * |

(a) in sub-section (4),—
(i) after clause (a), the following clause shall be
inserted, namely: — 5
“(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 IO
omitted;
(iii) after clause (e), the following shall be inserted,

namely: —

“or
(ee) if the Centra] Government so directs 1g
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
(it) 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]2s
word, brackets and letters “clause (aa),”, shall be ingerted;
(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. 30
Amend- 3. In section 3A of the principal Act, in sub-section (2), for the
mentol  y,rds “which shall not exceed one thousand rupees for each class
section 3A, .
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 appTcatlon is requxred to be made under this

» ]

section, * 40
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by the insurer in the class of insurance business * * to which
the registration relates but shall not—

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

< (i1) 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
101 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 prjncipal Act,— Amend-
(a) after sub-section (10), the following sub-section shall ment of
15  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
(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
zﬂ (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,
39 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: —

351 “(a) by a company of which such person is a r_nem-
ber holding more than ten per. cent. of the paid-up

99 9

share capital, or”.

20

47 of 1950.
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Amend- 5. In section 6B of the principal Act, after sub-section (3), the

ment of  tollowing sub-section shall be inserted, namely:—

?Bc‘tmn “(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

Amend- 6. In section 7 of the principal Act,—

ment of (a) in sub-section (1),—

section 7.

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

“(a) where his total gross premium written direct] o
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 direct|g
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:"”;

)
(i) in the proviso, for the words “ten thousand
rupees”, the words “one hundred thousand rupees” shall be ,q4

substituted;

(iti) after the proviso, thc following further proviso
sihall be inserted, namely:—

“Provided further that in respect of an insurer not
having a share capital and carrying on only suchfz2s
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,
5 valid certificate of registration in respect of any class of 4o
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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 (I) may make deposit of the sum
which is equal to the difference between the sum already
deposited and kept Weposited and the sum required to be
deposited under sub-section (I), 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,

(¢) 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

SR
five years from such commencement.

(i) 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 cxceeded
rupees one crore.

(1B) Notwithstanding anything  contained in sub-
section (1), 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.of the deposit




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

Provided that the deposit made by each insurer in the

group is not less than that proportion of the total deposit s

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 operatin?a;
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;

(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

10

Is

their business in India, and such agreement proviaes 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;

(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

25

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
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
staff within India;

3s
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() 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

3 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,
every 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 from
the date of cessation of the previous-group and has complied ,
with all the  provisions of this section, comply with the
requirements or sub-section (1) as if he had not been an
insurer in any group at any time and he shall pay, within
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-
duced by the amount of deposit, if any, made by him after
the commencement of the Insurance (Amendment) Act,
1968.

(1D) The Central Government may, at its discreton,
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), (14), (1B) and (IC) 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
quired to be made by an insurer.

(1E) 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 staft within India.’;

(¢) 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
4 carrying on insurance business in India immediately before

20
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the commencement of the Insurance (Amendment) Act,
1968, a deposit of rupees ten lakhs shall bhe made before

the application for registration is made, and the provisions
of clause (it) of sub-section (1A) shall apply to such
insurer atter his registration as they apply to an insurer
specified in clause (a) of sub-section (I).

(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 (1) has been made.

(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
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 om
by * the other insurers of the group or the proposed group,
as the case may be, and where any application for registra-
fion” Is made by any such insurer, the Controller may,
notwithstanding anything contained in sub-sectior. (24) of
section 3 or sub-section (4), register such insurer for one
or more additional classes of insurance, if the following
conditions are fulfilled, namely:—

(a) the Controller is satisfled 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;

(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 ol the Control-
ler, satisfy the requirements of the Explanation to sub-
gection (IB); and

(c) the insurer has, after the commencement ol
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.

3

15

20

as

30

35

40



PSR S -
] e

(6) The Controller shall cancel the registration made
in pursuance of the provisions of sub-section (5), 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

. bt;:iendess in relation to which his registration has been can-
celled.”.

7. For section 9 of the principal Act, the following section shall Substi-

ke 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.
15 pect of all classes of insurance business have been satisfled 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 (I1),— Amend-
20 (i) for the words, brackets, letters and flgures ‘“classes :;zﬁ::fm_

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-

Yo 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 (I), ‘n clause 5, end-
(b), for the words, brackets, letters and figures “the classes spec,{- ment of
fied in clauses (q), (b) and (c) of sub-section (I) of section 77, section 11.

the words “the following classes, namely, life insurance, fire insur-
ance or marine insurance” shall be substituted.
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10. In section 21 of the principal Aet, in sub-section (1), in
clause (d), after the words, figures and letter “or section 28A”, the

words, figures and letters “or section 28B or section 64V” ghall 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: — v A

(a) the investments specifled in clauses (a) to (e), *
(n), (@) and (r) of sub-section (I) of section 27A;

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

(c) debentures secured by a first charge on any im-
movabie 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 2¢
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 of the four or five
years immediately preceding the date of the Investment;

(e) preference shares of any company which has paid}3°
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-|3s
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 compeny in winding up;
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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 exvess 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 mortgage
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 (I).

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

(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

(ii) 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 e[lasle to vote, specia! notice of which has been given
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to all the directors then in India, and all such investments,
including investments in which any Wirector 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:

)
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, Is
whichever Is less.

(5) An insurer shall not invest or keep invested any part
of his assets in the shares or debentures of any one company
other than a banking company or investment company wmore
than— 20

(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 of 1856
or re-insurance business in India,

(6) An insurer shall not invest or keep invesited any part 30
of his assets in the shares 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 -
to in clause (a) of sub-section (4) and clause (a) of sub-
section (5).

(8) Notwithstanding anything contained in sub-sections (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

)
L)
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of which an insurer is already a shareholder, the insurer may
subscribe to such new shares: .

Provided that the proportion of new shares subscribed by
bim 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) 1, 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 %o 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 the 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 upplying 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 insurers 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
any such investments or to any class of investments generally
for such period or periods as may be specified in the order. 1o

(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—

(a) 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-
fled)”; 30

(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
IT of the First Schedule but excluding any items againet the 54
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 IT of the
First Schedule, but excluding office furniture,

but does not include any assets specifically held against any fund 40
or portion thereof in respect of which the Controller is satisfied
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that such fund or portion thereof, as the case may be, is regulas
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 seetion.’.

5 12. After section 28A of the principal Act, the following section [nsertion

shall be inserted, namely: — “";W
sectlion

28B,

“28B. (1) Every insurer carrying on general insurance Returns
business, shall, every year, within thirty-one days from the be- gel::;”t'
ginning of the year, submit to the Controller a return in the relating

10 prescribed form showing as at the 31st day of December of the o the
preceding year the investments made out of his assets referred :;:ent::sn d
to in section 27B, and every such return shall be certified by a therein.

‘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

2
: 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
30 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-

“secti " d letter’ “ section 27B” mentof
35 letter “section 27A”, the word, figures an mentot |

shall be inserted.
1955 (B) LS—6.
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Amend- 14, In section 31A of the principal Act, in clause (vii) of the
mentof proviso to sub-section (1), the words “, such bonus, in the case of 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-

ted.
Amend- 15. In section 33 of the principal Act,—
“;‘t‘; “33 (i) after sub-section (1), the following sub-section shall be
section 33.

inserted, namely:—

“(1A) Notwithstanding anything to the contrary con-
tained in section 235 of the Companies Act, 1956, the Control-
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
copy of his report on such inspection.”;

(ii) in sub-section (2), after the words, brackets and figure
“under sub-section (1)”, the words, brackets, figure and letter
“ or inspection under sub-section (1A4),” shall be inserted;

(i1i) in sub-section (3), after the words, brackets and figure
“under sub-section (1)”, the words, brackets, figure and letter
*, or inspection under sub-section (1A)" shall be inserted;

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

“(34) The Controller shall, if he has been directed by
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.”;

(v) in sub-section (4), after the words, brackets and figure

“under sub-section (1)”, the words, brackets, figure and letter
“or under sub-section (34)” 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
by the Controller under sub-section (34) or. such portion
thereot as may appear to it to be necessary.

I0
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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
10 “insurer” shall include—
(i) in the case of an insurer incorporated outside India, all
his branches in India, and
(i1) in the case of an insurer incorporated in India—
(a) all his subsidiaries formed for the purpose of carry-

& ing on the business of insurance exclusively outside India;
and B AT
(b) all his branches whether situated in India or out-
side India.’.
16. After section 33 of the principal Act, the following headings t!;nr.!
; : . n o
20 and sections shall be inserted: — new pec-
tions S3A,
34, 34A,
34B, 34C,
34D, 34FE,
34F, 34G
and 34H.

“APPOINTMENT OF STAFF
33A. The Central Government or the Controller may ap- Power to
point such staff, and at such places as it or he may consider appoint
necessary, for the scrutiny of the returns, statements and infor- staffs.
25 mation furnished by insurers under this Act and generally to
ensure the efficient performance of the functions of the Control-

ler under this Act.
POWER TO ISSUE DIRECTIONS

34, (1) Where the Controller is satisfied that— 5?'&3.’ ’
30 (@) in the public interest; or troller to
(b) to prevent the affairs of any insurer being conduc- jysye gir.

ted in a manner detrimental to the interests of the policy- ectiona
holders or in a manner prejudicial to the interests of the

insurer; or
35 (c) generally to secure the proper management of any
insurer, ) ,
s to insurers generally or to any

it is necessary to issue direction
insurer in particular, he may, '
directions as he deems fit, and the insu

from time to tlme, issue such
rers or the insurer, as
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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-
surer in particular unless such insurer has been given a reason-
able opportunity of being heard.

(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.

CONTROL OVER MANAGEMENT

34A. (1) 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

director, or of a manager or a chief executive oficer, 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
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

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-
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-
muneration.

(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 888 (in so far as section 3888
makes the provisions of sections 310 and 311 apply in relation
to the manager of a company) of the Companies Act, 1956, shall
apply 1o any matter in respect of which the approval of the Con-
troller has to be obtained under sub-section (1).
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(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
interest or for preventing the affairs of an insurer being conduct-
ed in a manner detrimental to the interests of the policy-holders
or for securing the proper management of any insurer it is
necessary so to do, he may, for reasons to be recorded in writ-
ing, by order, remove from office, with effect from such date
as may be specified in the order, any director or the chief execu-

tive officer, by whatever name called, * * * ¥ of 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
chief executive officer * * * * of an insurer under sub-section
(1), he shall cease to be a director or, as the case may be, chlef
executive officer * * * of the insurer and shall not, in any way,
whether directly or indirectly, be concerned with, or take part
in, the managefnent of any insurer for such period not exceed-
ing five years as mav be specified in the order.

Power of
Control-
ler to

remove
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(4) If any person in respect of whom an order is made by
the Controller under sub-section (1) 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- s
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 beén 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 1§
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 20
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 25

not be entitled to claim any compensation for the loss or termi-
nation of office.

34C. (1) If the Controller is of opinion that in the public in-

terest or in the interests of an insurer, or his policy-hoﬁers it

is necessary 8o to do, he may, from time to time, by order in 39
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,—

(a) 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
to be done in good faith in the execution of the duties of
his office or in relatjon 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
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 328 to d

shall have effect notwithstanding anything to the contrary con- override
tained in the Companies Act, 1956, or any other law for the time f;f‘v‘:"
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- P Con.
rer in particular against entering into any particular transac- troller.
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
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;

(i) 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 such
proceedings to the Controller;

(iti) require the Board of directors of the i1_1surer or
any committee or any other body constituted by it to give
fn writing to any officer specified by the Controller in this
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behalf at his usual address all notices of, and other om-
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
or branches are being conducted and make a report there-
on;

(v) 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.

* L] * * * * ®

34F. (1) 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
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
treaty or contract, and, if the insurer fails to comply with such
order, he shall be deerned 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
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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?he'affairs of that branch are being conducted in a manner pre-
judicial to the interests of the policy-holders or the public in-
textest, 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 Aect,

] * L] L] * . ]
34H. (1) Where the Controller, in consequence of informa- Search
tion in his possession, has reason to believe that— ::;m

(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 (IA) 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

() 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
reasen 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 receptacte for exercising the powers
conferred by clause (i) where the keys thereof are not !9
available;

(iit) 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 !5
extracts or copies therefrom,

(2) The authorised officer may requisition the services of
any 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 () and it shall be the duty of every such officer to 2°
ecomply 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 (1), 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 during 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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Pehsons 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
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,
papers, receipts, vouchers, reports, or other documents are seized
under sub-section (1) 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.

(7) If a person legally entitled to the books, accounts, papers,
receipts, vouchers, reports, or other documents seized 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 ob-
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.

(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
without prejudice to the generality of the foregoing power, such
rules may provide for the procedure to be followed by the autho-

rised officer,—
ining ingress into such building or place to

i) for obta
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17. After section 37 of the principal Act, the following section
shall be inserted, namely: —

“37A. (1) If the Controller is satisfled that—
(i) in the public interest; or
(i) in the interests of the policy-holders; or
(iif) in order to secure the proper management of an
insurer; or
(lv) in the interestg of the insurance business of the
country as a whole,

it is necessary so to do, he may prepare a scheme for the amal-
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 for
such amalgamation.

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

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

(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
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against the insurer before the amalgamation to such exteat
as 1.:he 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
insurer;

(g9) 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

(it) where their interest or rights aforesaid in or
against the insurer has or have been reduced under

clause (f), 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
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 (f) 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-
men within the meaning of the Industrial Disputes Act, 1847,
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 thg case
may be, by which they were being governed, immediately
before the date of the amalgamation:

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 employges the same remuzne-
ration and the same terms and conditions of se1:v1ce as are
applicable to the other employees c_)f correspondmg. ranh.; or
status of the transferee insurer subject to the qualifications
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and experience of the said employees being the same as or
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 §
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 15
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
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 hefore the 25
date of the amalgamation;

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

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

20

(3) (a) A copy of the scheme prepared by the Controller
shall 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
frem the transferee insurer, and any other insurer concerned in
the amalgamation and from any shareholder, policy-holder or 4o

14 of 1947,
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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
Governmen' for its sanction and the Central Government mav
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
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-
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. :

(6) The Controller may, in like manner, add to, amend or
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
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-
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
scheme, stand transferred to and become the liabilities of, the

transferee insurer.

(9) It 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 appers to it
necessary or expedient for the purpose of removing the diffi-

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

(i) 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

] L * ] L J ]

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

* * * * * *

19. In section 40C of the principal Act, in clause (b) of the 30
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

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

(i) 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 general insurance business
transacted by him outside India through his office in Indla,
not exceeding such percentage of his gross direct premlum
written outside India through his office in India, as may be
prescribed;

(iit) any expenses debited to profit and loss account
rela-t'in_g 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 (1), for the words “ten 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 (34), for the words “thirty
rupees”, the words “seventy-five rupees” shall be substituted.

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

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

and sections shall be inserted, namely: — :::: of

sec-
tions

52H. 521,
527, 62K,
52L, 52M

"ACQUISITION OF THE UNDERTAKINGS OF INSURERS IN CERTAIN CASES and 52N.

52H. (1) If, upon receipt of a report from the Controller, the p ..,

Central Government is satisfied that an insurer,— ::a cl:en.
(a) has persistently failed to comply with— Govern.

(i) any direction given to him under section 34, ment to

ui
section 34F or section 34G, or 3;% ! rr_e

takings
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(ii)'any order made under seetion 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—

(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-
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-
pointed day):

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

Explanation.— For the purposes of this section and of see-
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
India.

(2) Subject to the other p.ovisiens 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

in, the Central Government.

(3) The * * * assets and liabilities of the under-

taking of the acquired insurer shall be deemed to include all
rights, powers, authorities and privileges and all property, whe-
ther movable or immovable, including, in particular, cash balan-
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,

liabilities and obligations, of whatever kind, then existing of the
acquired insurer.
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(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,

or continuing to so vest, vest in a corporation or company,
whether established under the scheme made under section 52I
or not (hereafter in this section and in sections 521 to 52N
and in the Eighth Schedule referred to as the acquiring -
surer), * * * by order, direct that the assets and liabilities
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
an acquiring insurer under sub-section (¢), 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
the rights and liabilities of such acquiring insurer.

(6) Unless otherwise expressly provided by or under this
section or sections 52I 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
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-
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 bheen 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-
ceeding. 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 contsined in
this section or in sections 52I to 52M. but the suit. anpeal or other
proceeding may be continued, prosecuted and enforced by or
against the Central Government or the acquil‘ing. in§l.1rt3r'.. as tlne
case may be. TR
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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
any of the following matters, namely:—

7

(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;

(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
beirig 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-
sion or other superannuation or compassionate allowance or
benefit from the acquired insurer or any 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-
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 50 observed such conditions, the question shall be deter- 35
‘mined by the Central Government and the decision of the

[

(;gpt}'al Government thereon shall be final;

**"7 7 (ey the manner of payment to the ~ * . acquired

insurer in full satisfaction of his claim in relation to the
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section 527; - ’
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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 India;

(9) such incidental, consequential and supplemental
matters as may bc 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.

(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.

(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.

(6) The vrovisions of sections 52H and 52J to 52M and of
anv scheme made under this section shall have effect notwith-
standing anything to the contrary contained in any other provi-
sion of this Act or in any other law or any agreement, award
or nther instrument for the time being in force.

52F. (1) * * * * %  * The acquired insurer
shall be given by the Central Government or the acquiring
insurer, as the case may he. such compensation in respect of
the transfer of the undertaking of the acquired insurer as is
determined in accordance with the principles contained in the
Eighth Schedule.

L] * L *

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

surer, in full satisfaction thereof,

jon offered in terms of sub-

(3) If the amount of compensat
* * the acquired

section (2) is not acceptable to
insurer. he may, before such date as may be notified by the
Central Government in the Offirial Gazette, request the Central
Government in writing to have the matter referred to the

Tribunal constituted under section 52K.

L] . L] ]
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(¢) If before the date notified under sub-section (3) the
Central Government does not receive request as providedTl: 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
nnder sub-section (1) and shall be final and binding on all the
parties concerned,

(5) Where the Central Government does not receive re-
quest—-as provided in sub-section (3), the compensation payable
in pursuance of the provisions of this section shall become due 1°©
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 (3), the amount determined by the Tribunal as compen-
sation shall become due for payment on the expiry of one
vear from the appointed day or on the date of decision of the 13
Tribunal, whichever is earlier.

(6) If between the appointed day and the date en which
the compensation becomes due in pursuance of sub-section (5),

any facts come to light which call for revision of the amount
of the compensation, the necessary modification of the amount 2°
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. 30

(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 the 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, IS

(3) If, for any reason, a vacancy occurs in the office of the
Chairman or any other member of the Tribunal, the 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 he continued hefore the Tribunal so constituted
from the stage at which the vacancy occurred.

38 of 1949.
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(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,

while trying a suit, under the Code of Civil Procedure, 1908,

in respect of the following matters, namely:—

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

(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.

(2) Notwithstanding anything contained in sub-section (1)
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
be 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.

52M. (1) The Tribunal shall have power to regulate its own
procedure,

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

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

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

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;

(ii) for the words “company is insolvent”, the words
“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.

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

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
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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29. After Part IIA of the principal Act, the following Parts shall Inser-

be inserted, namely:— tion of
new
Parts
IIB and
IIC,
‘PART IIB
Tanirr Apvisory COMMITTEE AND CONTROL OF TARIFF RATES
5 64U. (1) With effect from the commencement of the Insur- Establish-
ance (Amendment) Act, 1968, there shall be established a Com- ;ﬁ;}r of

mittes, to be called the Tariff Advisory Committee (hereafter Advisory
in this Part referred to as the Advisory Committee) to control com-
and regulate the rates, advantages, terms and conditions that mittee.

may be offered by insurers in respect of general insurance busi-
m. )
(2) The Advisory Committee shall be a body corporate hav-

ing perpetual succession and a common seal, with power, sub-
jeet to the 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. (1) The Advisory Committee shall consist of the Com-
following members, namely: — position
. of the
(a) the Controller of Insurance, ex officio, who shall be Agwi-
20 the Chairman; sory
(b) a senior officer of the office of the Controller nomi- :3;?;.
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 or
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-

10
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ler.
“"64UB. (1) The Central Government may make rules to carry Power

out the purposes of this Part. :ak‘
(2) In particular, and without prejudice to the generality of ;. jesin
the foregoing power, such rules may provide for all or any of respect

: £ mat-

the following matters, namely: — X ‘ . :erT:n
(a) the functions to be discharged by the Advisory.Com- ¢ns

mittee; ’ . C0 gy n . Part
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(b) the term of office of the members of the Advisory

Committee, the procedure for their election and the manner
~of filling casual vacancies in the Advisory Committee;

(c) the trawelling and other allowances payable to the
members of the Advisory Committee;

(d) the procedure for holding the meetings of the Ad-
visory Committee and for transaction of business thereat.

(3) The Advisory Committee may, with the previous appro-
val of the Central Government, make regulations for all or any
of the following matters, namely:—

(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
office and method of filling casual vacancies;

(c) the procedure for convening meetings and
transaction of business by Regional Committees and
sub-committees *;

(d) the appointment of officers and other employees of
the Advigsory 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;

(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-
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-
tinue to be in force until rules are made by the Central Gov-
ernment under sub-section (1) and immediately after such rules
have come into effect, the regulations aforesaid shall cease to be
v‘nd. L Sa "’,'"

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

dtheLAdviaory Commitiee shall work wder Ms divectdomn safd
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_ B4UC. (1) The Advisory Committee may, from time to time
and to the extent it deems expedient, ccntrol and regulate the
rates, advantages, terms and conditions that may be offered by
insurers in respect of any risk or of any class or category of
risks, the rates, advantages, terms and conditions of which, in
its opinion, it is proper to control and regulate, and any such
rates, advantages, terms and conditions shall be binding on all
insurers:

Provided that the Controller may, with the previous appro-

val of the Central Gov:xment_,p'ermit 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 giwen to past and prospective loss
experience:

Provided that the Advisory Committee may, at its discretion,
make 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, including 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
ig so ratified by the Controller, or, ir 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 removes

Power of
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the ¢ontravention 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
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 (Amerd-
ment) Act, 1868, and in existence on such commencement (here-
after in this Part referred to as the Tariff Committee) shall
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
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,
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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.

(3) Notwithstanding anything contained in this Part, until
the Secretary to the Advisory Committee is nominated under sub-
section (2) of sectiom the Secretary to the Tariff Commit-
tee holding office immediately before the commencement of the

-Insurance (Amendment) Act, 1968, shall function as the Secre-

tary and shall be deemed to have been duly nominated under
this Part.

(4) All rates, advantages, terms and conditions fixed by the

35
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- Tariff Committee or the Regional Councils prior to the com- .
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mencement of the Insurance (Amendment) Act, 1968 and ia
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
in writing, any insurer to supply to it such information or state-
ments, periodical or ad hoc, as it may consider necessary to en-
able it to discharge its functions under this Part and every in-
surer shall comply with such requirements within such period
as may be specified by the Advisory Committee in this behalf,
failing which the insurer shall be deemed to have contravened
the provisions of this Act.

(2) Any information supplied under this section shall be
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 shail 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 fire 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 shali be made without
the written permission of the concerned organisation.
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- 84UF. (1) On the commencement of the Insurance (Amend-
ment) Act, 1968, all the assets 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- s
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 10
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 o
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- 24
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 5
and other assets appertaining to any fund referred to in sub-
secticn (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
the 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
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shall, 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
this Act, all contracts, agreements and other instruments of
whatever nature subsisting or having effect immediately before
the commencement of the Insurance (Amendment) Act, 1968,
and to which the Tariff Committee, or any Regional Council is a
party or which is in favour of that Committee or that Council,
shall be of as full force and effect against or in favour of the
Advisory Committee * * * *

Con-
traots,
etc., to
be effec-
tive by
or
against
the Ad-
visory
Com-

and may be enforced or acted upon as fully and effectually piiee

as if. instead of the Tariff Committee, or the Regional Council,
the Advisory Committee had been a party thereto or as if they
had been entered into or issued in favour of the Advisory Com-
mittlee.

(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. (1) 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
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 by 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 months from
the commencement of the Insurance (Amendment) Act, 1968,

intimating his intention of not becoming an employee of the Ad-
¢

visory Committee. - .
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(2) Where the Central Government is satisfled 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
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,
settlement, or agreement for the time being in force, alter (whe-
ther by way of reduction or otherwise) the remuneration and

other terms and conditlons 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-
ployment by giving him compensation equivalent to three
months’ remuneration, unless the contract of service with such
emplovee provides for a shorter notice of termination.

Exrplanation—The compensation payable to an employee

10

under this sub-section shall be in addition to, and shall not 20

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
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
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

25

30

Committee, or the Regional Councils, to the Advisory Committee 35

shall not entitle any such employee to any compensation under
that Act or other law, and no such claim shall he entertained by
any court, Tribunal or other authority.

64UI. (1) 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,—

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

40

43
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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_the
tody or contro] any books, documents and other papers re- Advisory
lating to the Tariff Committee, or the Regional Councils, ,i?t’?;e
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 w
section, it shall be lawful for the Advisory Committee to take R
all necessary steps for securing possession of all properties
which have been transferred to, and vested in, it under this Act.

64UJ. (1) The Advisory Committee may constitute such power
Regional Committees as and when it deems fit for one or more of the
of the prescribed regions. Advisory

(2) Each Regional Committee shall consist of not more than ?nc;?:;e to
seven persons of which not more than five shall be elected by constitute
such groups of insurers carrying on general insurance business Regional

in the region as may be prescribed and not more than two shall f::m“'
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.

(4) It shall be the duty of every Regional Committee to ad-
vise the Advisory Committee on any question connected with the
fixation 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-
mittee shall perform such other functions as may be delegated
to it by the Advisory Committee by regulations made by it with
the 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,
gsuch 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 inay, after
giving such agent an opportunity of being heard, pass such
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, .
everv Regional Council and every Sectional or other Committee

19558 (B) L. S.—10. ¥
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of such Regional Council, in existence immediately before the
commencement of the Insurance (Amendment) Act, 1968, shall,
until it is abolished by the Advisory Committee, be deemed to be
a Regional Committee or sub-committee as the case may De,
established in accordance with the provisions of this section and
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
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. (1) Every insurer shall annually before the prescrib-
ed date make pavment to the Advisory Committee in the pres-
cribed manner of such fees, 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-in-
surance accepted by him in India in the preceding year and, m
the oase of any other insurer, one per cent. of the tota] gross
premium written direct by him in India in the preceding year,
as may be speciﬂd by the Advisory Committee for the purpose

of this Part.
L

(2) The Advisory Committee may collect, in addition to the

fees mentioned in sub-section (1), reasonable lees and charges
Trom any person to cover the cost of any specl?ﬂéﬁseﬁfices rend-
ered by 1it. '

o e

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

(4) The Controller may, so long as an application to the
Court under 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
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
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 expetlient for the removal ef the difficulty:

Provided that no such power shall be exercised after the

expiry of a period of four years from the commencement of
‘this Part. :

84UM. (1) (A) Save as otherwise provided in this section,
no person shall act as a surveyor or loss assessor in respect of
general insurance business after the expiry of a period of one

v/

Licensing

of
surveyors

year from the commencement of the Insurance (Amendment) ::,‘:,l:::,.

Act, 1868, unless he holds a valid licence issued to him by the
Contreller.

(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 fee, not exceeling
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
ddte 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, satisfles
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



50

(g) does not suffer from any of the disqualifications
mentioned in sub-section (4) of section 42;

(it) the applicant, where he is a company or firm, gatis-
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 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 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.

(2) No claim in respect of a loss which has occurred in
India and requiring to be pald or settled in India equa] to or
“exceeding twenty thousand rupees in value on any policy
of insurance, arising or intimated to an insurer at any time after
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
section to act as a surveyor or loss assessor (Tereafter referred to

as rapproved SUTVEyOT or 10Ss assessor’):

Provided that nothing in this sub-section shall be deemed
to take away or abridge the right of the insurer to pay or settle
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" #-%/(3) The Coritroller may, at any time, in respect of any claim

of the nature referred to in sub-section (2), call for an ‘indepen-

:~dent-report from any other approved surveyor or loss asses-

fwor SPéc'iﬁa by him and such surveyor or loss assessor shall fur-
Pish 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 gub-section (3), issue such directions as he may consider
necessary with regard to the settlement of the claim including

' any direction to settle a claimn at a figure less than, or more
than, that at which it is proposed to settle it or it was settled
and 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
béen settled, the insurer shall be deemed to comply with such
direction if he satisfies the Controller that all reasonable steps,
with due regard to the question whether the expenditure involv-
ed is not disproportionate 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
" beén paid and the Controller is of opinion that the recovery of

the amount paid in excess would cause undue hardship to' the
" insured: '

) I;rovided 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.

*® * v-‘ L] *

(5) No insurer shall, after the expiry of a period of one year
from the 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
(not being a person disqualified for the time being for being
employed as a surveyor or loss assessor) for surveying such loss



and may pay such reasonable fee or remuneration-to the. pet'lon ‘

so employed as he may think fit. l
(7) 1f the Controller is satisfied that an approved sm-nyor

or loss assessor has been guilty of wilfully making:a ifalse state-
ment knowing it to be false or of being knowingly a party to:the
settlement of a claim in a fraudulent manner, he may, after
giving such surveyor or loss assessor an opportumity of heing
heard, cance] the licence issued to him with effect from such
date as may be specified by him and shall notify 8uch cancella-
chuinshme—

tion in the Official Gazette.

(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 ‘Gasette.

(9) The Controller may in respect of any cldim of walue of
less than twenty thousand rupees on an imsurance policy,:if the
claim has not been or is not proposed to be reported upon by a

surveyor ‘or loss assessor, direet that such clafin #fall e repdrted

upon by an approved surveyor or loss assessor and Where Yhe

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 Cemtral
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
survey or loss assessment, it may, by an order published.in the
Official Gazette, exempt such class of claims from the aperation

of this section.
PART IIC

SOLYENCY MARGIN, ADVANCE PAYMENT OF PREMIUM AND RESTRICTIONS ON

THE OPENING OF A NEW PLACE OF BUSINESS
84V. (1) For the purpose of ascertaining compliance with
the provisions of section 84VA,—
(%) 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 not reaHsed within a pesiod

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

outside Indie. to the extent they are not realisable;
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(c) sundry debts, to the extent they are not realisa-
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—
(*) fire and miscellaneous business, 40 per cent.,

(#) 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 Wwhose 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 damiciled,
in respect of marine insurance business, the provisions for
unexpired risks and outstanding claims are not shown sepa-
rately, the liabilities under items (b) a?nd (c) of clause (ii)
in respect of marine insurance business shall be taken
together at a figure of not less than the total premium less
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re-insurances in respect of that class of busmew during ther

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. (I) An insurer shall, at al]l times, maintain an excess
of the value of his assets over the amount of his liabilities af
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 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

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
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

(i) in the case of an insurer whose said income in
the preceding twelve months exceeded five crores of rupeeg.

the aggregate of one-fifth of the first five crores of rupeeg 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:

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-
stituted a single insurer, subject to the further condition that
the relevant amount shall, in no case, be 1ess than a sum equa)
to,—

%,‘»r . -

(i) the number of such insurers multiplied by ten lakhs
of rupees, or
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(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 3lst
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

c______________J
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 2.

1955(B) L.S.—11.
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() 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 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 atiy class
of insurance business in India, shall comply with the require-
ments of sub-section (1) as if he had not been an insuferin 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 mortths by

such further periods as it may think fit, so however that the
total period may not in any case exceed one year.

(6) The Central Government may, by notification #a the
Official Gazette, reduce the sum of ten lakhs of rupées or five
lakhs of rupees, as the case may be, referred to in sub-section H;

to a lower figure not less than one ‘hundred thousand mpees in
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 Central Government, 1s not carried
on ordinarily by insurers under separate poﬁaes‘.

] ] ] * *

64VB. (1) No insurer shall assume any risk in India in 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-
ed or unless and until deposit of such amount as may be pres-
eribed, is made in advance in the prescribed manner.

(2) For the purposes of this section, in the case of rieks for
which premium can be ascertained in advance, the risk may be
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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.

(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
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.

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.

(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 imposed
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
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 Companjes and” shall be omitted.

Restric.
tions on
the open-
ingofa
new
place of
business,
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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, 1987”5
shall be substituted.

32. In section 98 of the principal Act,—

(a) in sub-section (1), the words “Mutual Insurance Com-,
pany and every” shall be omitted;

(b)-in sub-section (3), the words “a Mutual Insurance 1o
Company and” shall be omitted.

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

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

(a) call upon an insurer to submit for his examination 135
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 (a) 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), 25
the following sub-section shall be inserted, namely: —

“(1A) 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 30
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.”.
5 35. After section 107 of the principal Act, the following section ;’f::;m

shall be inserted, namely:— section
107A.

“107A. Every whole-time Chairman, whole-time director, Chair- -
man, etc,

auditor, liquidator, manager and any other employee of an in- to be
J surer shall be deemed to be a public servant for the purposes of pypiic

' 16611860. 10  Chapter IX of the Indian Penal Code.”. servants,

36. Section 109 of the principal Act shall be re-numbered as sub- Amend-
ment of

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

“(2) No court shall take cognizance of any offence punish-
able under sub-section (4) of section 34B or sub-section (14)
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 ne
court inferior to that of a Presidency Magistrate or a Magis-
20 trate of the first class shall try any such offence.”.

37. After section 110C of the principal Act, the following sections Insertion
shall be inserted, namely:— of new
sections

110D,
110E,
110F,
110G and
110H.

'«110D. No person shall have any right, whether in contract oo,
or otherwise, to any compensation for any loss incurred by claims
reason of the operation of any of the provisions contained in for com-

2
’ section 34 or section 34A or section 34E or section 37A"or. by gz:;s:;ion
reason of the compliance by an insurer with any order or direc- .
tion given to him under this Act.
110E. Notwithstanding anything contained in tl.le Life gzctions
81 of 1968, 30 Insurance Corporation Act, 1956, the provisions of sections 3A, 271’3' 2B,

(a) * of section 34E, 34F, 40C, 44A, 640 33, ote,

27B. 28B, 33, 34, clause
1) ’ . . t l
to 64UM (both inclusive), 64V. 64VA, 64VB, 64VC, 1014, 101C, tzzl:l; g.

110D, 110G and 110H, shall also épply, so far as may be, to and In 41 ineur.
relation to the general insurance business carried on by the Life ance busi-

1 ness of
35 Insurance Corporation of Indi

a and the provisions of section 37A the Lite



Insurance shall also apply to that Corporation if it becomes an acquiring
Corpora- .
tion of insurer.
India.
Provisions 110F. The provisions of sections 3, 3A, 27B, 28B, 33, 34,
applicable clause (a) * of section 34E, 34F, 40A, 40C, 44A, 64U to 64UM
&Stgr: (both inclusive), 64V, 64VA, 64VB, 64VC and 1014, 101C, 110D, s
me:“’ ) 110G and 110H shall, notwithstanding any exemption granted
ete. 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 of) 1o
the Companies Act, 1956. ¢ lof1988
Constitu- 110G. (1) The Central Government shall constitute a Con-
tion of sultative Committee consisting of the Controller (who shall be
Consulta- the Chairman thereof) and not more than four other members
g‘i':::m' having special knowledge and experience of the business of}
’ insurance. IS

(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. 20

(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).

Appeals. 110H. (1) Any person aggrieved by any order made by the|?25
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 | 3°
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. 3s

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

word, figures and letter “section 28A”, the words, ﬁgures and letters
“gection 28A or section 28B” shall be substituted.

ment of
section
116A.

39. For clause (a) under Notes, below Form F of Part II of the Amend-

Third Schedule, the following shall be substituted, namely: —

“(a) This item must include all expenses directly incurred

in relation to assessment of claims of the nature of survey,

fees, fees for police reports, legal fees, court expenses and
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

Tosses..

‘THE EIGHTH SCHEDULE
(See section 52J)
PRINCIPLES OF COMPENSATION

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
in accordance with the provisions of Part II of this Schedule.

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

(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-
surer.

Explanation.—For the purposes of this clause,—

(3) securities of the Central and State Govern-
ments [other than the securities specified in sub-clauses
(i) 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

is higher;

ment of
Form F
in Third
Sche-
dule.

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

of Eighth
Schedule.
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