» Provisions related with Dispute Resolution Mechanism "}F

Ll TN

- As discussed in the previous segment of grievances redressal procedure,-|, ut
in between Insured and Insurer can be sorted out up to certain extent. Besides

market. An insurer can resolve dispute as per the provisions laid down in
Protection Act or approaching the insurance ombudsman as per “Redr
Grievances Rules 1998”. Following are the provisions of dispute resolution n

» The Consumer Protection Act

Meaning of Consumer Protection
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Importance of Consumer Protection

Business is not possible in the absence of consumers. Hence, it is highly required to
protect the consumers from wrong or unfair practices followed by the companies in India.

Following are the main importance of consumer protection:

1. From Consumer’s Point of View

Consumer protection carries a lot of importance from the

(a)

(b)

(c)

consumer’s point of view:

Consumer Ignorance : Generally consumers are ignorant or not aware about their
rights and options available for them to protect their interest. It becomes essential
to make them aware and educate about their rights and various organizations
authorized for grievance redressal for protecting their interest.

unorganized consumers in t

2k
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(a)

(b)

(c)

(d)

(e)

Legal Protection to Consumers

Importance of Consumer protection can be

. TR e
B il
"
Vg N R E

Long Term Interest of Business : Consumer Satisfac ,
concern for all the business. Long term interest of the com;
on the level of consumer satisfaction. Consumer satisfaction helps ir

sales and demand for the product in the market. &

Business Uses Society’s Resources : All business organizations are deper
various resources available in the society for operating business activities. Sc
the responsibility of the business firms to provide better quality and service '
consumers. Consumer’s Protection helps in protecting and satisfying the co
needs and wants.

Social Responsibility : Every business organization has to perform
responsibility towards the society involving various groups and customers.
products and affordable price is the basic requirement of customers which sh
ensure by each and every organization as a part of social responsibility. Cont
protection works as a guide businessman to provide social responsibilities.

Moral or Ethical Justification : Morality and Ethics must be maintained by :

business houses as an integral part. It adds values to the business and increas
image in the market. In today’s competitive market environment, all business f;
have to work as per ethical values otherwise it cannot sustain or survive in

market.

Government Intervention : Business firms engaged in unfair trade practi

Brand image of the business firms are adversely affected by direct interventio
government. So, it is essential for the business enterprises to protect the in erest
consumers to maintain their goodwill and brand image.
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(a) This act provides number of rights and responsibilities to consumers.

(b) It helps in protecting or safeguarding consumers against defective goods, unfair
trade practices, manipulation and exploitation.

(c) This Act formed three agencies for redressal of grievances of consumers.

Meaning of Consumer

Consumer may be defined as a person who consu

mes or use of goods and services. As
per the Consumer Protection Act, 1986, consumer 1s de

fined as follows:
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Consumer is

(a) One who purchases goods or hire services for some value RE
(b) Any uses of such goods or beneficiary of services with approval of th

(c) Anyone who uses the goods bought or services hired for earning livelihood:
employment.

Rights of Consumer 5 -i;:g

As per Consumer Protection Act, 1986, consumer has provided some rights for
protecting and safeguarding their interests. These rights of consumers are:

T You're right - we must be
wary of claims that sound
too good 1o be true.

Hoee 7 , '
" National Consumer
e Rights Day

One of the reasons we have
a new Consumer Protection
Act is to protect us from
misleading advertising and

labels.

(a) Right to Safety

Consumers are paying money for procuring different products and services in the
market. It is the responsibility of the business firms to provide quality goods and services to
their customers. Consumer has the right to get full value of the products purchased. They
can appeal against the business enterprises selling products of inferior quality and harmful
effects. For Example, Mobile Phones manufactured with substantial component parts may

cause serious injury or harm to the users.

(b) Right to be Informed

Consumer has the rights to get all the information related to the products such as
quality, quantity, price, component parts, date of manufacturing, date of expected expL
instructions to use etc.. All these informations help a consumer to take decisions regar
Purchase of products and services. Consumer Protection Act, 1986 has fra ned
guidelines for providing of all these rgquired information on the package :
product. :
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) vaxiety of products at affordable prices to meet the needs and wants of cons

rs enjoy the rights and privileges to select their product
ient from the market. It is necessary for the business firms to pro

p‘i‘ovides a cushion to the consumers in selecting their preferred products out of the
of products available.

(d) Right to be Heard -

As per Consumer Protection Act, consumer has to rights to appeal against exploitation
and unfair trade practices adopted by number of business firms and to be heard. There are
number of business enterprises have provided customer services and grievances cell to

listen to the complaints and suggestions of consumers. Other organizations are instructed to
have grievances unit for listening to the customers.

(e) Right to Seek Redressal

Consumers have the rights to seek for redressal of their grievances when feel cheated or
exploited. A customer can put a complaint against the vendors when the product is not as
per the standard, specification and more importantly as desired. This right helps in getting
compensation for the loss or injury suffered by the consumers. In certain cases, goods are
replaced completely or repaired for satisfying the need of consumers.

(f) Right to Consumer Education

Consumer should possess adequate knowledge about their rights and reliefs provided
to them for protecting their interest. It became essential to educate the consumers about

their legal rights from time to time. At present, there are number of consumer or

ganizations,
government agencies,

media are taking lot of initiative to educate and aware the consumers.
(g) Responsibilities of Consumers

Following are the major responsibilities of consumers:

What about
my rights!
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1. Consumers must -m”,wmg; '

and responsibilities properly. They mustiexercise their rights and:s
by Consumer Protection Act and other legal framework. “

. Be aware about various goods and services - Consumer should be awm ,v
various. products and services available in the market. They have to choose the
products and services best suited their néeds or requirements. P

. Buy only standardized products : Censumers should procure quality products i
manufactured as per the minimum standard. Government has determined certain
standard parameters for different ype of products manufactured. It is the
responsibility of consumers to check and verify the quality of the products on the

basis of these government standards. For Example, consumer should look for the
BIS and HALLMARK sign at thetime of purchase of Gold Jewelries.

IS qQuruadas:

BIS hallmark

ISl mark FPO mark

4, Learn aboat Risks associated : It is required for the customers to learn about the

risks and uncertainties assocated with the products and services available in the
marke! before purchasing. It ersures their safety and security.

. Caution Consumer : Customersshould be highly cautious about buying of
of products and services sold by dfferent companies in the market. It

<3

from cheating and exploitation fron the unfair trade practitioners. N
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. Ask for Proper Bill and Cash Memo : It is the responsibility of tl'll -
ask for proper bill and cash memo on purchase of goods and services in h
It helps in restricting unfair trade practices and malpractices.

8. Ready to file complaints : It is the most important responsibility of the
to take a stand for their rights and file complaints against inferior products Ind
malpractices of the business firms.

9. Formation of consumer societies : Consumers should fight for their rights by
establishing consumer organizations or societies. It is their responsibility to be
united for educating other people and creating awareness among them about their
rights and responsibilities.

10. Protecting Environment : Consumers should try to protect the environment by
eliminating waste, littering through effective use of the products.

Who can file a complaint?

According to Consumer Protection Act, 1986, the following persons can complaint:
(a) Any Consumer
(b) Registered Consumers Association
(c) The Central or The State Government

(d) One or More consumers on behalf of a group of consumers having same interest

(e) A legal heir or representative of a deceased consumer

Against whom a complaint can be filed

(i) Complamts can be filled against seller, manufacturex, or dealers deal with mfenﬂf'
quality and defective goods.

(ii) Complaints can be filled against service prov1der S deals n defectwe

services.
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Forum sends the goods to the laboratories for testing against which cor
Agency informs the final decisions to both the parties on the basis of laborator
aggrieved party is not satisfied by the decisions of the district hmm.
the State Commission against the judgment within 30 days.

2. State Commission

State Commission consists of a President and at least two members includir
member. All of these members are appointed by state government. Complaints fc
and services for a value between T 20 lakhs and T 1 Crore and appeals agatnltﬁn r
of District Forum are accepted in this commission for hearing. After llllenlng hhﬁ
parties, State Commussion may send the goods for further testing if feel neoenuryani Ve
the decision on the basis of inspection report of the goods. If the complaining party is nd
satisfied with the order of the State Commission, he can appeal before the National
Commission within 30 days.

3. National Commission

National Commission consists of a President and four numbers of fellow m : |
including one female member. All these members are appointed by Central Govern
The complaints can be filed in National Commission if the value of the goods is mor
1 Crore. On receipt of the complaint, both the parties are informed, Goods are

Laboratory Testing Rei)ort and arguments of both the parties. If aggrieved pz 3
get satisfied with the judgment of the commission, he or she can file a compla

verdict in Supreme Court within 30 days.

Remedies or Relief available |

Following are the major reliefs available to the consumers: sie

| () Eliminating defects from the goods R
() Reduction of deficiencies inservices
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ir trade practices

pi

hdrawal or Ban of defective and harmful products from the market

~ (g) Eff ffective and Reliable Ads portraying a true picture about products and it
; (h) C@mpensanon for loss or damage

.mgbtcnnsumer Organizations and NGOs

There are number of consumer organizations operated all over the country with the
basic purpose of protecting consumers from the unfair trade practices, exploitation and
malpractices of the business firms. The most popular consumer organizations operated in
the country are Consumer Guidance Society of India (Mumbai), Citizen Action Group
(Mumbai), Consumer Education and Research Centre (CERC) Ahmadabad, Common Cause

(New Delhi) etc.
The major roles played by these organizations are:

(i) Preparation of brochures, journals, magazines etc.

(ii) Creating awareness among consumers

(iii) Gathering data and information about different products and services and testing
their quality

(iv) Organize seminars, conferences, workshops for solving consumer problems

(v) Filing cases or complaints on behalf of consumers

(vi) Opening and operating consumer grievances cells

(vii) Helps the government agencies to solve cases related to exploitation of customers

(viii)  Providing knowledge about consumerism

(ix) Guiding people in proper selection of products by checking safety and quality
measures like ISI Mark, AGMARK, HALLMARK etc. on the package and label of
the product. ‘

il
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in to effect in the year 1998'Asperthep0w§r wferted e
the Insurance Act, 1938, Central Government of India has set up an om
for insurance sector. The primary objective of ombudsman is to i
disputes arising between insurance companies and insured parties. On
regarded as a quasi judicial body formed for this purpose of quick settler '

arises among insurers and insured. It works as a mediator between insured ai
does not work as a judicial authority. It does not have the rights to issue summor

parties and the witnesses. It has to take all its decisions on the basis of documer
evidences provided.

Regulations on Insurance Ombudsman

(1) There shall be established such number of Insurance Ombudsman for sueh;d
territorial jurisdiction as the Executive Council of Insurers may specify, f&l‘g
discharging the duties and functions prescribed under these rules.

(2) An Ombudsman shall be selected from amongst persons having experience of the
insurance industry, civil service, administrative service or judicial service.

(3) An Ombudsman shall be selected by a Selection Committee comprising of—
(a) Chairperson of the IRDAI, who shall be the Chairman of the Selection
Coumittee;
(b) one representative each of the Life Insurance Council and the General
Insurance Council from the Executive Council of Insurers - members; ,
(c) A representative of the Government of India not below the rank of a ]o’im‘ﬂ l
Secretary or equivalent, in the Ministry of Finance, from the Department of

Financial Services member.

(4) The Executive Council of Insurers shall prepare a panel through an open proce
by inviting applications from amongst the eligible candidaté’si and»tl'l“ehse‘l tic
process shall be in accordance with the selection criteria zfiﬂa*liézé@-clbjr*m@@;‘i;
Council of Insurers with the approval of the Central Govefﬁm*éﬁmlﬁhe ,
Finance.

(5) An Ombudsman shall be appointed after satisfactory vigilance clea:
immediate previous employer and medical fitness report frc

doctor. STk

| T’:"ﬂ'?otoﬁice of Insurance Ombudsman

1 Ombudsman shall be appointed for 8 term of ”

of
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emuneration of Insurance Ombudsman i
" R T , W
(1) The Ombudsman shall be allowed a fixed pay of P lakl.\ twenty-five t v
rupees per month and any pension to which he is entitled from thg_;
Government or a State Government shall be deducted from his salary. g
(2) The revised pay shall be such as may be determined by the Central Govemmerm&a%fj' '

Provided that the other allowances and perquisites payable to the Ombudsman
shall be such as may be determined by the Executive Council of Insurers with the

prior approval of the Central Government.

Territorial jurisdiction of Insurance Ombudsman

(1) The office of the Insurance Ombudsman shall be located at such places and shall
have such territorial jurisdiction as may be specified by the Executive Council of

Insurers from time to time.

(2) The Executive Council of Insurers shall specify the territorial jurisdiction of each
Ombudsman.

(3) The Ombudsman may hold sitting at various places within his area of jurisdiction
in order to expedite disposal of complaints.

Duties and functions of Insurance Ombudsman

(1) The Ombudsman shall receive and consider complaints or disputes relating to

(a) delay in settlement of claims, beyond the time specified in the regulations,
framed under the Insurance Regulatory and Development Authority of India
Act, 1999;

(b) any partial or total repudiation of claims by the life insurer, General insurer or
the health insurer;

(c) disputes over premium paid or payable in terms of insurance policy;

(d) misrepresentation of policy terms and conditions at any time in the P
document or policy contract; ok i

(e) legal construction of insurance policies in so far as the dispute relat

policy servicing related grievances against insurers and
~ intermediaries; T
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(h) non-issuance of insurance policy after receipt :f yremiu
general insurance including health insurance; and
(i) any other matter resulting from the violation of provisions (;; the Insur
Act, 1938 or the regulations, circulars, guidelines or instructions i sued y
IRDALI from time to time or the terms and conditions of the policy col ,
so far as they relate to issues mentioned at clauses (a) to (f) .

(2) The Ombudsman shall act as counselor and mediator relating to matters spldﬁad.:f“

in sub-rule (1) provided there is written consent of the parties to the dispute.

(3) The Ombudsman shall be precluded from handling any matter if he is an interested
party or having conflict of interest.

(4) The Central Government or as the case may be, the IRDAI may, at any time refer
any complaint or dispute relating to insurance matters specified in sub-rule (1), to
the Insurance Ombudsman and such complaint or dispute shall be entertained by
the Insurance Ombudsman and be dealt with as if it is a complaint made under

rule 14.

Manner in which complaint to be made

(1) Any person who has a grievance against an insurer, may himself or through his
nominee cr assignee, make a complaint in writing to the Insurance
rritorial jurisdiction the branch or office of the insurer
ntial address or place of residence of the

legal heirs,
Ombudsman within whose te
complained against or the reside

complainant is located.
duly signed by the complainant or through his

legal heirs, nominee Or assignee and shall state clearly the name and address of the

Complainalnt the name of the branch or office of the insurer against whom the

complaint is ,made the facts giving rise to the complaint, supporctiedhby d;c;men e
: lainant and the reliel sot

the nature and extent O P ,

f the loss caused to the com
from the Insurance Ombudsman.

i 1inlessr=r .
(3) No complaint to the Insurance Ombudsman shall lie un o o
akes a written representatlon to the msur ' nam

i

(2) The complaint shall be in writing,

(a) the complainant m
complaint and

(i) either the insurer had rejec

ted the complamg'; or
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' (i ‘ rep ﬁmm"”

"aommzi‘ma'mis not satisfied with the reply given to him b

(1) after the order of the insurer rejecting the representation is received; o

(i) after receipt of decision of the insurer which is not to the satisfaction of the
complainant;

(iii) after expiry of a period of one month from the date of sendin
representation to the insurer if the insurer n
the complainant.

g the Written,
amed fails to furnigh reply to

(4) The Ombudsmian 'shall be empowered to condone the dela
may: considernecessary,

, for further proceedings under these rules,
(5) No complaint before the Insurance Ombudsm

subject matter on which proceedings are pe
court or consumer forum or arbitrator.

an shall be maintainable on the same
nding before or disposed of by any

Recommendations made by the Insurance Ombudsman,
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~ (2) The award shall be in writing and shall state the reasons upon whi
(3) Where the award is in favour of the complainant, it shall state t
compensation granted to the complainant after deducting the amoun

if any, from the award : Provided that the Ombudsman shall,

(i) not award any compensation in excess of the loss suffered by the complai
as a direct consequence of the cause of action; or ,

(i) not award compensation exceeding rupees thirty lakhs (including releva

expenses, if any).
(4) The Ombudsman shall finalize its findings and pass an award within a period of b 1

three months of the receipt of all requirements from the complainant. b
(5) A copy of the award shall be sent to the complainant and the insurer named in the
complaint. :
(6) The insurer shall comply with the award within thirty days of the receipt of the
award and intimate compliance of the same to the Ombudsman. :
(7) The complainant shall be entitled to such interest at a rate per annum as specified
in the regulations, framed under the Insurance Regulatory and Developm
Authority of India Act, 1999, from the date the claim ought to have been se
under the regulations, till the date of payment of the amount awarded

Ombudsman.

(8) The award of Insurance Ombudsman shall be binding on the insurers.

Review of activities of Insurance Ombudsman

(1) The Ombudsman shall prepare an annual report de.ta;i{in.g the
during the previous financial year under the.1r junEiCHS:
and any other relevant information and subml-t to the
with a copy to the IRDAI by the 30th JuneEHE
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The IRDAI shall consider the annual reports so furnished und ,
- the report of the Executive Council of Insurers under sub-rule (2)
ki steps as it deems fit and necessary.

Advisory Committee

(1) An Advisory Committee consisting of eminent persons not exceeding fiv
including one Central Government nominee shall be constituted by the IRD,
review the performance of the Insurance Ombudsman from time to time.

(2) The IRDAI shall decide the time, venue and quorum of the meeting of the Advisor _
Committee. §

(3) The Advisory Committee shall submit its report to the IRDAI for review andﬂ
further action as deemed necessary.

Recommendations to Central Government

The IRDAI, in consultation with the Executive Council of Insurers, may recommend to

the Central Government, proposals for effecting improvements in the functioning of the
Insurance Ombudsman.

Types of Reserve maintained by Insurance Companies

There are different types of reserves maintained by insurance companies in the system o
accounting. These are discussed below for the better understanding of the learners.

2 & U

(a) Reserve for Unexpired Risks
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msux.'ance companies. In order to ensure effective claim settlement, eompahi
special reserve termed as “Claims Reserve”. "

On receipt of claim application from the insured, the claims adjuster will open a file to
maintain a detail record of claims payable to the insured. Claims reserve is mostly 5
maintained by the insurance companies to measure profitability and cash-flow. This reserve k
keeps on fluctuating from time to time due to the effect of claims settlement process. In this
type of reserve, a sum equal to an amount expected to be paid to the insured. It also
includes the expenses incurred by the insurer in the process of claim settlement like legal
charges, fees payable to the advocates etc.

(c) IBNR Reserve

IBNR represents claims incurred but not reported in the insurance sector. Generally,
insurance companies prepare a detail report of the claims demanded by the insured parties.
Incurred but not reported (IBNR) reserve deals in calculation of claims made by the insured,
but not reported to the insurer. This reserve covers short-term issues. It is illustrated from
the example of a claim made on a seasonal home that will not be noticed until the owners
arrive. There are some situations in which losses can take lot of time. IBNR helps insurance
companies kept the required funds apart to cover the amount of claims of the insured.

(d) Statutory Reserves

As per the rules and regulations framed by government regulating agencies, insurance

companies maintain specific reserve funds termed as statutory reserve. These funds help in
claims. Environmental claims and Product Liability

facing unexpected increase in volume of
avy funds for the insurance companies to pay off.

Claims are huge in size which requires he

(¢) Account Balance Reserves

ically used in the annuity type of insurance contracts.

Account balance reserves are bas :
| to the amount the policyholder

In such insurance contracts, insurer keeps an amount equa
has in their account minus a surrender charge.

(f) Benefit Reserves
reserves are regarded as the a typ

companies for long duration policies like whole life, Nl
endowments etc. This type of insurance contract includes the criteria 0%

future periods of coverage where the reserves are kept sep.aratéiy fz;.' pa; ;, ‘
future benefit costs. The amount kept under this resgrve is inyestes Fa

e of reserve kept by the ir

Benefit driven .
ten year term with
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Reserving Process followed by Insurance Companies

Following are the process of reserving followed by Insurance Companies:

1. Design or Develop a specific model of the process on the basis of assumptions, e

2. Set up the model by utilizing past observations and experiences.

3. Make a Test Analysis of the model set in along with its assumptions to draw
conclusions of acceptance or rejection of it.

4. Use the model to anticipate future possibilities.

5. Determine the amount of reserve on the basis of professional judgment ang
experience.

Determination of solvency margins - life insurance business

L. Interpretation: In this Schedule, (1) “Available Solvency Margin” means the excess of
value of assets (as furnished in form-AA specified under Insurance Regulatory
Development Authority of India (Actuarial Report and Abstracts for Life Insurance
Business) Regulations, 2016) over the value of life insurance liabilities (
H of Insurance Regulatory Development Authority of India (Actuarial Reports and

Abstracts for Life Insurance Business) Regulations, 2016) and other liabilities of
policyholders’ fund and shareholders’ funds;

as furnished in form-

(2) “Solvency Ratio” means the ratio of the amount of Available Solvency Margin to the
amount of Required Solvency Margin as specified in form-KT-3 of Insurance Regulatory

Development Authority of India (Actuarial Report and Abstracts for Life Insurance
Business) Regulations, 2016.

2. Every insurer at all time shall maintain its Available Solvency Margin at a level which
is not less than higher of fifty per cent of the amount of minimum capital as stated under

Section 6 of the Act and one hundred percent of Required Solvency Margin failing which the
Authority shall act in accordance with sub-section (2) of Section 64V A of the Act.

3. “Control level of Solvency” shall mean the level of s
Authority in accordance with sub-section (3)

which the Authority shall act in accordance with sub-section (4) of section 64VA of t

without prejudice to taking any other remedia] measures as deemed fit. The contro
solvency is hereby specified as a solvency ratio of 150 %, |

olvency margin specified by the :
of Section 64VA of the Act on the breach of

Scanned by CamScanner



Ufelmmwe Busmesa) Regulations, 2016,

wills
2 -1y

Regulations on Investment made by Insurance Companies in w-‘& .

“Investment Assets” mean all investments made out of:

(1) In the case of Life Insurer

(i) shareholders’ funds representing solvency margin, non-unit reserves of unil I
insurance business, participating and non-participating funds of po!

(ii) policyholders’ funds of Pension, Annuity business and Group business includin
funds of variable insurance products at their carrying value

(iii) policyholders’ unit reserves of unit linked insurance business including funds o
variable insurance products at their market value as per guidelines issued unc
these regulations, from time to time

(2) in the case of General Insurer including an insurer carrying on business 9€
insurance or health insurance or in case of a branch of a foreign company engaged in
business of re-insurance, funds maintained in its head office account, shareholders’ f H
representing solvency margin and policyholders’ funds at their carrying value as shov
its balance sheet prepared in accordance with any regulations issued in that behalf fo
time being in force, by IRDAI (Preparation of Financial Statements and Auditors’ Rej .
Insurance Companies) Regulations. |

Approved Investments

(a) No insurer shall invest or keep invested any part of its Controlled
under Sec 27A / Assets as defined under Sec 27 (2) of the Act, read toget
the Act, otherwise than in approved securities, as per Section 2(3) of
amended from time to time and in any of the followmg app;;w%
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hever is less, of such property, plant or equipment is more than three i
~ value of such debentures

3. first debentures secured by a floating charge on all its assets of any company w i
has paid dividends on its equity shares.

4. preference shares of any company which has paid dividends on its equity shareg
for at least two consecutive years immediately preceding

5. equity shares of any listed company on which not less than ten percent dividends
have been paid for at least two consecutive years immediately preceding

6. immovable property situated in India, provided that the property is free of all
encumbrances;

7. loans on policies of life insurance within their surrender values issued by him or by
an insurer whose business he has acquired and in respect of which business he has
assumed liability;

8. Fixed Deposits with banks included for the time being in the Second Schedule to
the Reserve Bank of India Act, 1934 (2 of 1934) and; such other investments as the
Authority may, by notification in the Official Gazette, declare to be Approved
Investments.

(b) In addition the following investments shall be deemed as Approved Investments

1. All rated debentures (including bonds) and other rated & secured debt instruments
as per Note appended to Regulations 4 to 9. Equity shares, preference shares and
debt instruments issued by All India Financial Institutions recognized as such by
Reserve Bank of India - investments shall be made in terms of investment policy

guidelines, benchmarks and exposure norms, limits approved by the Board of
Directors of the insurer.

2. Bonds or debentures issued by companies, rated not less than AA or its equivalent
and Al or equivalent ratings for short term bonds, debentures, certificate of

deposits and commercial papers by a credit rating agency, registered under SEBI
(Credit Rating Agencies) Regulations 1999

3. Subject to norms and limits approved by the Board of Directors of the insuret’s
deposits [including fixed deposits as per Regulation 3 (a) (8)] with banks (e.g: in
current account, call deposits, notice deposits, certificate of deposits etc.) mcludﬁd
for the time being in the Second Schedule to Reserve Bank of India Act, 1934 (
- 1934) and deposits with primary dealers duly recognized by Reserve Bank of

~ as such.

Scanned by CamScanner




exposumlzocilt GSecand qu\dd'mm
Investments as per Mutual Fund Guidelines issued
money market instrument or investment.

5. Asset Backed Securities with underlying Housing loans or hl r
assets as underlying as defined under ‘infrastructure facility” ir '“
amended from time to time. s

"

6. Commercial papers issued by All India Financial Institutions reccg\im

Reserve Bank of India having a credit rating of Al by a credit r&ﬁm
registered under SEBI (Credit Rating Agencies) Regulations 1999

7. Money Market instruments as defined in Regulation 2(j) of this Regulatlcm,

to provisions of approved investments.

Explanation: All conditions mentioned in the ‘note’ appended to Regulation 4 m
shall be complied with. i

Y

(c) The board of the insurer, to comply with the provisions of Section 27A (2) (ii) of the
Act, may delegate to Investment Committee, for investments already made and!ahe
continuance of such investments from controlled fund / assets, in otherwise than in
approved investments, and in All India Financial Institutions recognized as such by RBI
investments carrying a rating of less than AA and being part of Approved Investment.
investment committee shall be responsible for the details, analysis and review of
performing assets of investments on a quarterly periodicity. The insurer shall -
compliance of this provision to the Authority through Form 4. [

(d) Unless specifically permitted by the Authority, no investment shall be m

» Provisions on Investment Management

A. Constitution of Investment Committee

1,‘ Every insurer shall cqn,atitute an Investn
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ty. The decisions taken by

ification

* B Every Insurer shall draw up, an Investment P olicy (IP) (fund wise IP in the Caée

Unit Linked Insurance Business) and place the same before its Board of Directol-ps'.‘lf'*f-’_"ﬁ“

- for its approval.

2. Every insurer shall have a model code of conduct to prevent insider / personal
trading of Officers involved in various levels of Investment Operations in
compliance with SEBI (Prohibition of Insider Trading) Regulation, 1992 as
amended from time to time and place the same before its Board of Directors for its
approval.

3. While framing the Investment Policy, the Board shall ensure compliance with the
following:

(i) Issues relating to liquidity, prudential norms, exposure limits, stop loss limits
including securities trading, management of all investment risks, management
of assets liabilities mismatch, Scope of Internal or

Concurrent audit of Investments, criteria form empanelment and review of
investment brokers, investment statistics and all other internal controls of
investment operations, the provisions of the Insurance Act, 1938 and IRDAI
(Investment) Regulations, Guidelines and Circulars made there under

(i) Ensuring adequate return on policyholders and shareholders’ funds consistent
with the protection, safety and liquidity of such fund(s).

4. The investment policy of Life, General Insurer including an insurer carrying on
business of re-insurance or health insurance, as approved by the Board shall be
implemented by the investment committee. The Board shall review on a quarter]y
basis the monitoring of fund wise and in respect of each product (both

participating and nonparticipating products in the case of life insurers) the _
following minimum:

(a) Life Insurers:

(i) new business scale planned versus actual at the end of the period1 t

- (i) expenses projected versus actual
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(iv) claims - projected versus ’ac-tual 3

(v) actual yield versus projected yield ér retums
(vi) action plan and follow up status

(b) General Insurer including an insurer carrying on business of re-i
health insurance (at line of business level): -

(i) gross level of premium income projected vs actual along with rea
negative growth if any

(ii) steps to correct the business achieved as planned in case of under achiever
of gross written premium 7

(ili) underwriting results planned vs achieved along with reasons for negati

deviations |

: 30

(iv) claims outgo projected versus actual - major reasons for increase / decrease in
loss ratio and corrective steps planned for future

(v) expenses including acquisition cost planned Vs actual in case of excess over
permitted limits, reasons for such excess along with plan to comply limits

(vi) overall incremental investments projected vs actual - reason for deviation from
the planned accretion and steps planned to correct the trend if the same
negative.

5. The Board shall review the investment policy and its implementation on a h "
yearly basis or at such short intervals as it may decide and make such modific
to the investment policy as is necessary to bring it in line with the invesf
provisions laid down in the Act and Regulations made there under, k
mind protection of policyholders’ interest and pattern of investment la:
these regulations or in terms of the agreement entered into with the |
in the case of unit linked insurance business. i

International Trends in Insurance Regulations i

When we are discussing about mtematlonal trends-
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Own Risk Solvency Assessment (ORSA):

T ORSA refers to Own Risk Solvency Assessment. Insurance companies following O

| system are required to submit a detail report on the annual filing to their concerned
regulatory insurance authorities. This report consists of their own assessment of risk profile,
techniques of managing risks, the potential impact of those risks and a view on solvency. All
the insurance players successfully handling and implementing ORSA system have taken
time to understand the concept and components of the system. They are utilizing it as an
opportunity to increase their own risk and capital frameworks and sought to drive business

value from the ORSA process.

Department of Labor (DOL) fiduciary standards:

The DOL’s “Conflict of Interest” rule on fiduciary investment advice came in to effect
from June 2016 in the United States. On 2" March 2017, DOL has published a proposed rule
that would extend the applicability date of the rule for 60 days to address questions of law
and policy in the country. The said rule will remain intact until issue of a final rule delaying
the applicability date.

Cyber technology:

Technological advancement in the society raised the volume of online business
transactions. As a result of which, cyber technology has become a major issue for the
regulators especially for the insurance sector. The presence of multiple regulatory systems
for cyber security leads to the threats of duplication and extra costs. On the other side, it
becomes immensely difficult for the insurance companies to defend their cases in‘ court

room in the event of cyber breaches in the absence of safety measures
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